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The NCLT/NCLAT can exercise jurisdiction under section 60(5)(c) of the IBC to stay termination of
contracts solely on account of CIRP being initiated against the CD.
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Brief of the case:

The Hon’ble Supreme Court in its order dated 8th March, 2021 dismissed the appeal and made some important
observations in the context of insolvency proceedings as under:
Under Section 60(5)(c), NCLT has jurisdiction to adjudicate disputes, which arise solely from or which relate to
the insolvency of the CD.
RP can approach the NCLT for adjudication of disputes that are related to the insolvency resolution process.
The residuary jurisdiction of the NCLT under Section 60(5)(c) of the Code provides it a wide discretion to
adjudicate questions of law or fact arising from or in relation to the insolvency resolution proceedings.
The Code has been in effect from 5 August 2016, and has also been amended multiple times. Hence, if the
‘going concern’ status of CDs was being affected on a regular basis due to ipso facto clauses (which are in
vogue even in the present contracts similar to the current PPA), then the legislature may, if it considered
necessary, have proceeded to legislate on an explicit position with regard to the operation of ipso facto clauses.
The inclusion of the Explanation to Section 14(1) and Section 14(2A) indicates that Parliament has been
amending the Code to ensure that the status of a CD as a ‘going concern’ is not hampered on account of varied
situations.
The jurisdiction of the NCLT under Section 60(5)(c) of the Code cannot be invoked in matters where a
termination may take place on grounds unrelated to the insolvency of the CD.
NCLT/NCLAT correctly stayed the termination of PPA, since allowing it to terminate the PPA would certainly
result in the corporate death of the CD due to the PPA being its sole contract.
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