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General Studies – 2; Topic:  Government policies and interventions for development in 
various sectors and issues arising out of their design and implementation. 

 
Financial Resolution and Deposit Insurance Bill, 2017 

 
1) Background 

 The global financial crisis of 2008 prompted many countries and regulators to review their financial 
architecture and come up with a new set of arrangements. 

 Indian policy makers had to counter liquidity pressures but not tackle the kind of bank failures in 
the West — especially in the US and UK 

 In India there was never a comprehensive framework to deal with bankruptcy. 

 In this context, Government has come with a solution for bankruptcy cases for both financial 
entities (Financial Resolution and Deposit Insurance Bill 2017) and non-financial entities 
(Bankruptcy code 2016). 
 

2) Introduction 

 Financial Resolution and Deposit Insurance (FRDI) Bill, 2017 is similar to the Insolvency and 
Bankruptcy Code, 2016 

 FRDI deals only with the companies that are in the financial sector entities such as banks and 
insurance companies. . 

 The insolvency code Act deals with companies in all other sectors. 

 Purpose of the Bill is to create a resolution regime for financial institutions when they face crisis 
without creating financial burden for the tax payers. 
 

3) Key Features 

 FRDI Bill, 2017 seeks to protect customers of financial service providers in times of financial 
distress. 

 It aims to inculcate discipline among financial service providers in the event of financial crises, by 
limiting the use of public money to bail out distressed entities. 

 The Bill would help in maintaining financial stability in the economy by ensuring adequate 
preventive measures 

 The Bill aims to strengthen and streamline the current framework of deposit insurance for the 
benefit of retail depositors. 

 It seeks to decrease the time and costs involved in resolving distressed financial entities. 
 

4) Resolution Corporation 

 The idea of resolution regime is a product of the global financial crisis. 

 The Financial Resolution and Deposit Insurance, Bill 2017 when enacted, will pave the way for 
setting up of the Resolution Corporation. 

 It will result in the repealing of the Deposit Insurance and Credit Guarantee Corporation Act, 1961 
to transfer the deposit insurance powers and responsibilities to the Resolution Corporation.  

 Resolution Corporation, which is expected to cover all firms regulated by the RBI, SEBI, IRDA and 
PFRDA.  

 The Resolution Corporation would protect the stability and resilience of the financial system; 
protecting the consumers and protecting public funds.  
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 The resolution regime provides mechanisms and guidelines for an orderly management of the 
distressed bank’s affairs either by reconstructing it or by liquidating it- but without using public 
money 
 

5) Benefits 

 It can benefit a large number of retail depositors as it seeks to decrease the time and costs involved 
in resolving distressed financial entities. 

 Help in maintaining financial stability in the economy by ensuring adequate preventive measures, 
as well as provide necessary instruments in an event of crisis. 

 Once implemented, this Bill together with the Code will provide a comprehensive resolution 
framework for the economy. 

 The bill envisages inculcating discipline among financial service providers in the event of financial 
crisis. 

 It promotes Ease of doing business in the country. 

 Improve financial inclusion and increase access to credit, which may lead to the reduction of the 
cost for obtaining credit. 

 Increased access to finance enhances enterprise growth, which in turn leads to preserving 
employment, growth and the creation of new job opportunities. 

 
 


