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 SECTION 238 OF THE IBC OVERRIDES THE PROVISIONS OF THE 

ELECTRICITY ACT, 2003 

The Hon’ble Apex Court established that the IBC accords higher footing to the dues payable 

to secured creditors compared to dues payable to the Central or State Government.  The 

Hon’ble Court highlighted the 'waterfall mechanism' under Section 53 of the IBC, which 

establishes the priority of claims during liquidation proceedings over government debts.  

Furthermore, the Hon’ble Court held that the judgement in State Tax Officer v. Rainbow 

Papers Ltd.
1
 was limited to its factual context concerning resolution processes and failed to 

account for the 'waterfall mechanism' under Section 53.  As a result, the Hon’ble Court 

upheld the overriding effect of the IBC provisions on dues payable to the government, 

affirming that they have a lower priority compared to unsecured financial creditors.

                                                           
1
 2022 (13) SCR 808 



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    



www.majestylegal.in    

 


