
Insolvency and Bankruptcy Board of India 

Subject: Amendments in the IBBI (Insolvency Professionals) Regulations, 2016. 

While considering the Board Note No. 007/2018 in its meeting held on 15th March, 2018, the 

Governing Board desired further inputs on proposals relating to turnover based fees proposed 

for insolvency professionals and insolvency professional entities, recognition fee on 

insolvency professional entities, and surcharge for Professional Development Fund. 

Accordingly, the Board Agenda Note No. 020/2018 was put up to the Governing Board for 

consideration in its meeting held on 26th June, 2018. However, the same could not be 

considered by the Governing Board due to paucity of time. The note, with updating and 

minor modifications, is submitted for consideration of the Governing Board.   

 

Responsibilities of IBBI 

2. The Insolvency and Bankruptcy Board of India (IBBI / Board) was established on 1st 

October, 2016 under the Insolvency and Bankruptcy Code, 2016 (Code). It is a key pillar of 

the ecosystem responsible for implementation of the Code that consolidates and amends the 

laws relating to reorganization and insolvency resolution of corporate persons, partnership 

firms and individuals in a time bound manner for maximization of the value of assets of such 

persons, to promote entrepreneurship, availability of credit and balance the interests of all the 

stakeholders. It has regulatory oversight over the Insolvency Professionals (IPs), Insolvency 

Professional Agencies (IPAs), Insolvency Professional Entities (IPEs) and Information 

Utilities (IUs). It writes and enforces rules for processes, namely, corporate insolvency 

resolution, corporate liquidation, individual insolvency resolution and individual bankruptcy 

under the Code. It has recently been tasked to promote the development of, and regulate, the 

working and practices of, insolvency professionals, insolvency professional agencies and 

information utilities and other institutions, in furtherance of the purposes of the Code. It has 

been designated as the ‘Authority’ under the Companies (Registered Valuers and Valuation 

Rules), 2017 for regulation and development of the profession of valuers in the country. 

Section 196 of the Code enumerates specific responsibilities on the Board. The effective 

discharge of these responsibilities requires commensurate resources. 

  

Income from Services  

3. The Board currently levies fee as under: 

Service Provider Fee (Rs. lakh) for Registration / 

Recognition  

Recurring Fee (Rs. lakh) / 

Year 



Under the Insolvency and Bankruptcy Code, 2016 

IP 00.10 *00.02 

IPA 10.00 00.50 

IPE 00.00 00.00 

IU #50.00 50.00 

Under the Companies (Registered Valuers and Valuation) Rules, 2017 

Registered Valuer 

Individual 

Partnership/Company  

 

00.05 

00.10 

 

00.00 

00.00 

Registered Valuer 

Organisation 

01.00 00.00 

*10,000 for five years; # Exclusive of application fee for registration i.e. Rs.5 lakh. 

 

4. The realisation by the Board from fee has been as under: 

(Amount in Rs. lakh) 

Service Provider 2016-17 2017-18 2018-19 

(31st August, 2018) 

Under the Insolvency and Bankruptcy Code, 2016 

IP 59.10 168.50 21.30 

IPA 30.00 15.00 10.00 

IPE 00.00 00.00 00.00 

IU 00.00 65.00 00.00 

Under the Companies (Registered Valuers and Valuation) Rules, 2017 

Registered Valuer: 

Individual 

Partnership/Company  

00.00 00.00 4.80 

Registered Valuer 

Organisation 

00.00 8.00 6.00 

Total 89.10 256.50 42.10 

5. A regulator usually starts levying fees at a low rate initially and increases it to appropriate 

level over time. It levies fees on a lower base (number and volume of transactions being less 

in initial years) which increases as the market size grows. While the base as well as the rate is 

low, it needs to incur huge capital expenses in the initial years. Faced with a low income and 



high expenses in the initial years, a regulator generally depends on exogenous contribution. 

The Board has been heavily relying on Government for grants in initial years. 

 

6. However, the Board needs to be reasonably self-sufficient in the long run. Its expenses 

need to be borne by those who benefit from its services. The Code till recently allowed the 

Board to levy fee only for registration of IPs, IPAs and IUs. It was doubtful if the Board 

could levy fee based on turnover and thereby benefit from a growing market. The Insolvency 

and Bankruptcy Code (Second Amendment) Act, 2018 has allowed the Board to levy fee or 

other charges for carrying out the purposes of this Code, including fee for registration and 

renewal of IPs, IPAs and IUs, similar to provisions in the SEBI Act, 1992, the IRDAI Act, 

1999 or the PFRDA Act, 2013.  

 

Regulatory Practice  

Financial Conduct Authority (FCA), United Kingdom 

7.  The FCA levies three types of fee, namely authorisation fee, change in authorisation fee 

and periodic fee from the firm they authorise. It calculates the amount of fee based on three 

bases: the type of regulated activity of the firm, the amount of business undertaken by the 

firm, and the cost it incurs to regulate the activity. Further details are placed at Annexure-A.   

 

Securities Exchange Commission (SEC), United States of America 

8. The SEC levies fee to recover the costs. Each national securities exchange pays a fee @ 

$15 per $ 1 million of aggregate amount of sales of securities transacted on such exchange.  

Similarly, each national securities association pays a fee @ $15 per $ 1 million of aggregate 

amount of sales transacted by or through a member of such association. Further details are at 

Annexure-B.     

 

Securities and Exchange Board of India (SEBI), India 

9. As per SEBI (Stock Brokers and Sub-Brokers) Regulations, 1992, every stock broker/ 

clearing member/ self-clearing member is required to pay a fee in respect of the securities 

transactions, including off-market transactions undertaken by them at the specified rates. Part 

B, Schedule V of the said regulations giving further details is at Annexure-C. SEBI also 

levies a regulatory fee annually from every recognised stock exchange based on its annual 

turnover. Chapter II of the SEBI (Regulatory Fee on Stock Exchanges) Regulations, 2006 

giving further details is at Annexure-D. 



 

Contemporary Thinking 

Financial Sector Legislative Reforms Commission (FSLRC)  

10. The FSLRC argued that a regulator should be funded primarily through fees as it ensures 

that financial stakeholders (who are the main beneficiaries of regulated markets) bear the cost 

of regulation instead of the cost being spread across the entire budget of the Government. It 

recommended that regulators be empowered to charge three different types of fees: (a) Flat 

fees for registration: This fee should be as small as possible to ensure that it does not prevent 

entry of new financial firms. (b) Fees dependant on the nature of the transaction: This type of 

fee will vary depending on the nature of financial business being carried out. For example, if 

the cost of regulating an insurance firm is higher than the cost of regulating a brokerage firm, 

the fees levied on the insurance firm should be higher. (c) Fees dependent on the number or 

value of transactions: This type of fee will vary depending on the frequency and size of 

transactions. For example, a brokerage firm may have to pay fees depending upon the 

number of transactions it carries out. Similarly, an insurance firm would be charged 

depending on the number of insured contracts it executes. Further details are at Annexure-E.   

 

Bankruptcy Law Reforms Committee (BLRC) 

11. The BLRC believed that as a good practice the Board should fund itself from the fees 

collected from its regulated entities. However, the industry of regulated professionals and 

entities focused on bankruptcy and insolvency will develop over time, while the Board will 

require to perform its supervisory functions from the start. It recommended that the Board be 

funded through a mix of government support and fees collected from regulated entities. 

Further details are at Annexure-F.  

 

Ministry’s Working Group on Building the Insolvency and Bankruptcy Board of India 

12. The Working Group felt that in the initial phase of the building up of the Board and its 

credibility, budgetary grants from Government will be the main source of funding. In a few 

years, the contours of the bankruptcy intermediation industry will become visible. The 

revenues of regulated entities will become visible. At that point, the Board will enforce a fee 

upon all IPs, IPAs and IUs that will pay for its expenses. The fee will be analogous to the 

charges that SEBI enforces upon securities firms which are implemented at the level of the 

exchanges. The Working Group supported this relying on the practice of the FCA. Further 

details are Annexure-G.  



 

Hon’ble Supreme Court of India 

13. The power to levy fee and the basis of fee was contested when SEBI levied turnover 

based fee on stock brokers in the matter of BSE Brokers Forum, Bombay & Ors. Vs. 

Securities & Exchange Board of India & Ors. The Order dated 1st February 2001 of the 

Hon’ble Supreme Court of India is at Annexure-H.  The Hon’ble Court reasoned: “The 

Board (i.e. SEBI) is an autonomous body created by an Act of Parliament to control the 

activities of the securities market in which thousands of members of gullible public will be 

investing huge sums of money. Therefore, there is every need for a vigilant supervision of the 

activities of the market and for that purpose if the Statute intends that the necessary funds 

should be met by collection of fees from the securities market itself then the said levy cannot 

be questioned on the ground that the monies required for the capital expenditure of the Board 

should be met by the Government of India.”  

 

14. The Hon’ble Court observed: “…From the enumeration of the above provisions of the 

Act, Rules and Regulations, it is clear that the Board is empowered to collect two types of 

fees, namely, the fee under Section 11(2)(k) for carrying out the purposes of Section 11 and a 

fee for the purpose of registering the applicants under Section 12(2) of the Act. The quantum 

of fee to be paid is fixed under Schedule III of the Regulations as provided under the Act. 

Therefore, there is no room to attack the levy on the ground that the same is not authorised 

by law…” 

 

15. The Hon’ble Court referring to its previous judgments passed in other matters, further 

noted: “…though the fee must have relation to the services rendered, or the advantages 

conferred, it is not necessary to establish that those who pay the fee must receive direct or 

special benefit or advantage of the services rendered for which the fee is being paid. It held 

that if one who is liable to pay receives general benefit from the authority levying the fee the 

element of service required for collecting fee is satisfied…”. “…the test of correlation of the 

collection with the services rendered is to be reckoned at the aggregate level and not at the 

individual level…”. “Licence fees can also be regulatory when the activities for which a 

licence is given require to be regulated or controlled… It is also not necessary that the 

services to be rendered by the collecting authority should be confined to the contributories 

alone. As held in Sirsilk Ltd. (supra), if the levy is for the benefit of the entire industry, there 

is sufficient quid pro quo between the levy recovered and services rendered to the industry as 

a whole. If we apply the test as laid down by this Court in the abovesaid judgments to the 



facts of the case in hand, it can be seen that the Statute under Section 11 of the Act requires 

the Board to undertake various activities to regulate the business of the securities market 

which requires constant and continuing supervision including investigation and instituting 

legal proceedings against the offending traders, wherever necessary. Such activities are 

clearly regulatory activities and the Board is empowered under Section 11(2)(k) to charge 

the required fee for the said purpose, and once it is held that the fee levied is also regulatory 

in nature then the requirement of quid pro quo recedes to the background and the same need 

not be confined to the contributories alone.” 

 

16. The Hon’ble Court further noted: “the Statute also mandates that the Board should 

regulate the business of stock exchanges and other securities market. It also mandates that 

the Board shall promote and regulate self-regulatory organisations prohibiting fraudulent 

trade practices and insider trading, promote investors education and training of 

intermediaries, regulate the acquisition of shares and take-over of companies, undertake 

inspection, inquiries and audits of the stock exchanges, mutual funds and other persons 

associated with the securities market, conduct research in furtherance of the obligations cast 

on the Board and over and above all, it has the obligation to perform such functions as are 

delegated to it by the Central Government under the SCR Act, 1956. It is seen that in 

furtherance of these requirements of the Statute, the Board requires substantial sums of 

money towards capital expenditure in the form of acquiring office premises, residential 

premises, office equipments and to provide the necessary facilities for inducting the 

information technology in its day-to-day functions…Once the levy is in public interest and 

connected with the larger trade in which the contributories are involved then confining the 

services only to the contributories does not arise…we are of the opinion that since the 

amount collected under the impugned levy is being spent by the Board on various activities of 

the stock and securities market with which the petitioners are directly connected, the fact that 

the entire benefit of the levy does not accrue to contributories i.e. the petitioners would not 

make the levy invalid…From the material on record, it is seen that approx. 50 per cent of the 

total expenditure to be incurred by the Board would be on brokers related services and from 

amongst all the players in the share market brokers form a distinct and separate class as 

compared to others including other intermediaries. Therefore, in our opinion, there is 

nothing wrong in either classifying the brokers as a separate class for the subject of levy 

based on their annual turnover because the volume of transaction of the brokers has a direct 

bearing on the regulatory expenses of the Board. Hence, this classification has a direct nexus 

with the object to be achieved.” 



 

17. The Apex Court, while clarifying the nature of fees charged by SEBI from brokers based 

on their annual turnover in the above matter, observed: “It cannot be disputed that the annual 

turnover of a broker is not the subject matter of the levy but is only a measure of the levy. In 

other words, the fee is not being levied on the turnover as such but the fee is being levied on 

the brokers making their annual turnover as a measure of the levy which is a fee for 

regulating the activities of the securities market and for registration of the brokers and other 

intermediaries in the said market. Therefore, it is futile to contend that such levy would be 

either a tax or a fee on turnover. It is a settled principle in law that if the State has the 

authority to impose a levy then it has a wide discretion in choosing the measure of levy 

provided, of course, it withstands the test of reasonableness…..Therefore, if the impugned 

levy adopts a measure which is either similar to the one adopted while levying turnover tax 

or income-tax, the impugned levy ipso facto by adoption of such measure, would not become 

either an income-tax or a turnover tax or even a fee on income or a fee on 

turnover……Therefore, it would be futile to contend that the impugned fee merely because it 

is levied on the basis of the turnover of the brokers would either amount to a turnover tax or 

a tax on income.” 

 

Proposed Fee Structure 

18. The IPs and IPEs earn a fee largely linked to size of a process. For example, higher the 

size of a process, the higher is the amount of fee earned by the IP. The Board monitors and 

regulates the processes as well as the IPs and IPEs. It is, therefore, reasonable that the Board 

levies a percentage of fee earned by the IPs and IPEs to defray its own costs. The fees may be 

levied on following three bases: 

a. Fixed: Low, lumpsum fee at the time of registration of IPs and recognition of IPEs; 

b. Variable: An ad valorem fee which is a percentage of the annual fee earned by IPs and 

IPEs from their services under the Code; and 

c. Event-based: A nominal fee for providing specific services, e.g., a fee may be levied on 

change/ up-dation of address on IPE’s request or filing of a form or record by an IP. 

 

19. It is, therefore, proposed to amend the IBBI (Insolvency Professionals) Regulations, 2016 

to levy the fee, in addition to fee being currently levied, as under:  

a. An IP may be required to and pay:  

(i) a fee @ 1% of its turnover from its services under the Code on accrual basis; and 



(ii) a surcharge @10% of the fee towards the Professional Development Fund to be 

maintained by the IBBI for use for development of the profession of IPs  

b. An IPE may be required to pay: 

(i) a recognition fee of Rs.50,000; 

(ii) a fee @ 1% of its turnover from support services under the Code on accrual basis; 

(iii) a surcharge @10% of fee towards the Professional Development Fund to be maintained 

by the IBBI for use for development of the profession of IPs; and 

(iv) a filing fee of Rs.2000 for recording a change in directors/partners. 

 

20. The IPs and IPEs may submit the fee and surcharge on fee as above by 30th April of the 

succeeding year along with a statement of annual turnover in the respective specified Forms. 

 

21. In terms of regulation 7 (2) (c) of the IP Regulations, the registration of an IP is subject to 

the condition that he pays a fee of ten thousand rupees to the Board, every five years after the 

year in which the certificate is granted. The determination of the date of next payment after 

initial registration is confusing. It is proposed to amend regulation 7 (2) (c) of the IP 

Regulations to provide that the fee shall be due on the first day of the year (1st April) when the 

IP completes five years and it shall be paid within the first month of the year (by 30th April). 

For example. If certificate of registration is granted on 2nd February, 2018, the fees shall 

become due and payable on 1st April, 2022 and be paid by 30th April, 2022. 

 

22. If an IP or an IPE does not pay fee as per regulations within the timeline, it invites 

cancellation of registration. However, cancellation cannot be resorted at the first instance.  It 

is proposed to discourage the IP to pay fee late by requiring them to pay an interest @12% 

simple interest per annum for the period of delay. 

 

 

23. A draft of the amendment regulations, as proposed above, is enclosed as Annexure-I.  

 

24. It is submitted for consideration and approval of the Governing Board, with or without 

modifications. 

 

 

 

  



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 


