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[AS PASSED BY THE NATIONAL ASSEMBLYJ

A

BILL

fu*het to amend the Coryotate Restructw.ing Companies Act, 2016

WHEREAS it is expedient further to amend the Corporate Reslructuring
Companies Ac! 2016 (XXXll of20l6), for the purposes hercin after appearing

It is hereby enacted as followsi-

1. Short tltlernd commeDcemena.- (l) This Act sholl be called the
Corporate Restrucoring Companies (A$endment) Ac! 2021.

(2) This Act shall come into force at onc€.

2. AmeDdmetrts in Secliotr 2, Act XXXII of 2016.- In the Coryorate
Restructuring Companies Act,2016 (XXXll of2016), hereinafter referred as
lhe said Acl, in seclion:,-

(a) in sub-section( 1).-

(i) after clause (ii), th(j following new clause shall be insertcd,
namely:-

(iia) "Companies Acl" means the Cohpanies Act, 2017
(XIX of20l7)i';

(ii) in clause Gv), h sbclause (a), after the word "irEtitutions', th€
expression ", save as otherwise provi&d for in sectio! 8A1'shall
be added:

(iii)

(iv)

clause (vi) shali beomittcd;

in clausc (x) alter the word ''obligation", the words "or which has

bcen classified by the financial instilution as a loss in its books ir
accordance wilh the applicable la\ts" shall be added;

(v) clause (xii) shall beomilted; and

(vi) after clause (rori). the following new clause (xxia) shall be

inserfed, namely:-

"(xxia) " trust" me.ms a trust oonstituted pursuant to section
6A,';

(b) in sub-sesion (2), for the word "Ordinance", the words "Companics Act" shall be

substit!ted.



3. Ametrdmerl ir scction 4, Act XXXII of 2016,- ln the said Act, in
s€ction 4, in sub-section (2), for the wotd "Ordinanae", the words "Companies
Act" shall be subslitured.

4. Amendments in eection 5, Act XXXII of 2016.-In the said Act, in
section 5, in sub-section (l ),-

in clause (g), the word " aod"'. occurring at the end, shall be omitted; and

in clause (h.). tor tull slop at rhe end a semlcolon shall be substituted and
thereafter the following neu,clauses shallbe addcd, namclyi

"(i) to provide finance as defihed in the Financial InsritutioN
(Recovery of Financcs) Ordinance, 2001 (XLVI of 2001) for
carrying oirt the purposcs of this Aet;

{) lo esBblish and provide managemenl services to trusls in terms o[
section 6.4;

(k) ro act as an ageor lbr any financial institution for the purpose of
rocovcring their non-performing assets as provided under section 6B;

(l) to develop and implemcnt a schcme in terms of scction 8A."

5. AEendments i[ section 6, Act XXXII of20l6, - ln the said Act, in
section 6. in sub-se!rion (1).-

(a)

(b)

(a) in clausc (a),-

(i) the exprLssion "cstablished, owned o!" shall b€ omined; atld

(ii) affer the expression "affilia(es,", the exp.ession "subject to claus€ (e) of
sufFsect on ( l)." shall he inserted:

O) in clause (c), the *ord "and", (rccuning at lhe end, shail be ottritted;

(c) in clause (d), for the,full stop ar the end, a s€micolon shall be substituted and
theEafter the word "and"shallbe inserted;and

(d) after clause (d), amended as aforesaid, tho following new clause shall be added
namclY:.

"(e) any transfer or assigrunent of non-per fo.ming assetg pursuant to the
fansfcr and assignm€r agreoment shall be deemed to be effected b,
operalion of la* ard not-

(i) by virtue ofexecution ofsuch agreement by any party therotol and

(ii) constirute any assignment, transfer, devolution, conveyance, lease,
consent order, alienation, parthg with possession or aoy othQr
disposition under any applicable law other lhao the provisions of section
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6. ItrsertioD of sectlon 6-4, Act XXXII of 2016.- h the said Act, after section 6,
amended as aforesaid, the lollowing naw seatioo shall be inserted, namely:-

"6A. Creatiotr of trust - ( l) A Corporate Restructuriog Company may.constitute one
or mo.e trus$ under the Trusls Act, 1882 (II of 1882) for the purpos€ ofacquiring
non-performing assets from financial irBtitutions.

(2) A lrust constituled uDder sub-s€ction (t) may acquire oon-performing assets
Irom a financial institution ir| accordance wilh section 6, provided that the transfer
and assignment agreement shall be entered into by the Corporate' Restsucfiring
Company, for and on behalf ofthe rust,

(l) The management of any trust constituted under sub-s€ction (l) shall vest irl
the Co.porate Restructuring Compaay on the terrds set forth in the constitutive
document ofsu(h trust.

(4) The trust may be liquidated in a manner as may be prescribed.

(5) For th€ pupose of giving effed b section 6A, the references iri this Act lo a
Corpomte Restrucluring Company shall, ur ess repugnant to the co ext, include a
trust e$ablished under scction 6A.

6B. AppointEcnt of a Corporate Rostructurhg Comprny as . recovery sgent - A
financial institutions may appoint a Corporate Restructur-ing Coflpany as its agent
for recovery ofits non-performing assets by entering into an aScncy ageement \rith
such Corporate Rcstructuring Company on such terrns and conditioos as mal be

murually agrsed bet$een lhem j

Provided lhat in case ao agency rclationship, their shall be no fansfer ofany

- lon-pcrforming assets to Corporate Restuctuing Company.l- 

-7. Insertiotr of sectiotrs 7A snd 78, Act XXXII of2016.ln the said Ac! aftEr seclion
7, the following new seclions shall bc inserted, nariely:-

"7A- Elchallgc ofinforEation. - 0) For the purposcs of this Act, financial
institutions ma! exchange informalion rclaling to on obligor on confid€ntial
basis with the Corporate Restructuring Company.

(2) No suit or other legal proceedings shall lie against any financial institulion
or its oflicers, for anything done io good faith in pursuance of this seclion or for
any damage caused or likely to b€ caused by anylhiDg done or intended to be

done as aloresaid.

?8. Crcdil ilstiaution. -A Corporate Restructuring Company shall be deemed to
be a credit institution for the purposcs of the Credit Bureaus Act, 2015 (xI bf
20r5)."

8, Insertion of sectlons 8A atrd 8B Act )LXXII ol2016.- ln the said AcL after section
8, the lollowing new sections shall be inserted, namely:-
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"EA, ScheBe- (l) A Corporare Restucturing Company, holding.at least two-
fiird in value of tho principal amount payabl€ to rhe secured fmancial
institutions, may present a scheme lo the Corporate Restructuring Board which
may sanotion such a scheme, subject to thc provisions of this Act-'

. (2) For the pupose of determining the requisire majorily of secured financial
institutions as prcvided in subsection (l), the Corporate Restructuring
Company-

(a) may rely on the publicly available inlbrmation with the Registrar of
Companies; and

(b) shall senda notice to the secure d filancial i[stitutions ir
terms ol which the sacured financial institutioos shall be

required to swear, wilhin fourteen caleodar days of such notice, an
affidavit in relation to the following, namely:-

(i) specify the principal amount owed and outstarding from the
obligor together with the flature and erent of their security
interesti

(iD basis on which rha executsDl of the alfidavit is authorized to
€xecutc and bind thc concemed finaocial institution; Bnd

(iii) any other matters as may be requircd by lhe Corporate
Restnrcturing (lompany or as may be prescdb€d.

(3) Ifthe affidavit provided by any po$on is false or incorreqtin any material
rcspeot, or omits any materisl fact, knowing it to be material or such person
fails to plovide the samc withio the time fmme or in the Barlncr sel forth in
sub-sccrion (2). the Commission, in consullation with the Corpordte
Restructuring Board, may impose a penalty on such a person ofaD artrourrt
not exce€ding fifty mlllion Rupees and such penalty shall be in addition to and
without prejudioe to any other romedy available lo any party that may have
been effected by a false amdavit or due to the failule to provide rhe aflidhvil.

(4) The Corporat Rcstructuring Board shall, upotr receipt ofa scheme from a

Corp,rrate Restructuring Company in terms of sub-section (l) and ifl th(,

manner and period prescribed, ilvite objectiola to the same.

(5) If the Corporate Restructuring Board on consideration of the objections is
of fi!'vic\+ rhat lhe objcclions are not valid, it may sanclion the schetlle.

(6) lf the schemc is sanctioned by the Corporate Restructuri[g Board, bv
virtue olthe scheme, the same shall be binding on the concemed obligor, al1 ils
creditors of wharsoeyer nalure, its memb€rs and shareholders, its liquidators
and other persons who have any interest in the company, pecuniary or
otherwise, and shall have effect without requiring compliarce with and
noru ifi.landi g any-

(a) other law for the time bcing in force;
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(b) agreement or contr&ct entpred into or applicable to the conc€med obligor;
aad

(c) agreement or contract entercd i\to inter se financial instilutions and other
creditors ofthe concemed obligor.

(7) The Corporate Restructuring Board may refuse lo salction lhe scheme
\+here il is satisrled thal cilh(, the schcme suffers from illegality or Focedural
requirements of this Act or the rules made thereunder have not been complied
with.

(8) The provisions of claus€ (e) of sub.section (l) of seclioo 6 shall apply
mulalis mutandis lo a schcme sanctioned by the Corporate Restructuring Board
under this seclion.

(9) Any persorr aggrieved by lhe order of the Coryomte Restructufing Board
may, wilhin thirty days of the date of such order, file a p€tition for leave to
appeal in thc High Court having jurisdiction.

(10) When a scheme is presented to the Corpolate Rostructuring Board in
terms of sub-section (l ), no suit or othcr legal proceedings shall be proceeded
with or conrmerced against the obligor until the scheme is sanctioned by the
Corpordte Re$ructuring Board and has attained finality in terms ofsub-section
(9) or such sanclion has been refused by the Corporate Reskuctudng Board,
whicheve. is ea.lier.

(l t) UpoIl sanctioning ofthc scheme and the same having attained finality in
lerms of sub-section (6), all suits or other legal proceediogs p€nding
against thc obligor shall stand abated, provided that a scheme may
provide for continuation ofany suit or proceedi[g set fonh therein.

(12) Sections 279 to 283 of the Companies Act shall not apply to sny sch€me
under this section.

(14) For the purposes ofthis section,-

(a) " High Court " means the High Court of the Province wherc
registered office of thc Corporate Restructuring Company il
located; and

(b) "Corporate Rcstructuring Board" means a board notified by the
!'ederal Govemment in the ollicial Gazette comprising of flot more
than five members who shall be professionals having experience and
sound kuowledge ofdealing with company law or recovery ofnon-
performing assets or rcsftucturing and rehabilitation ofcompanies in

(13) Notwithstandiog anything contained in any other law, no civil coun as

provjded for in thc Cod. of Civil Procedure, 1908 (V of 1908) or any other
cou shall have jurisdiction to entertain any suit or proceeding in respect of
any mattcr which rhc tligh Coun is empowered to determine by or under
this section.
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tinancial distresr, snd in this rcgard, subject to thi foregoing, any or
all of the lbllowing matters may be prespribed through rules,
namel):-

(i) funations of the CorpoEte Rcstucturing Board aod its
members;

(ii) composition. appoidtment and governance of the Corporate
Restruoluring Board and its code ofconduct;

(iii) remuneration and privileges of members of the Coryorate
Restructuring Board;

(iv) eligibility and quelifications of the members of the Corporate
Restructu ng Board;

(vi budgctary allocation for the proper functioning of the
Corporate Resructuring Board and its staff and matters
connecled lo irs accouDtabililyi and

(vi) any olher matter that may be considered necessary or
expedient for the purpose of funhering the objectives of this
section.

(c) "Scheme" maans any arrangement. for the purpose of achieving the
objectives of this Act, entered into amongst the obligor, the
Co4,orate Restructuring Company and one or more seculeal {inancial
instilutiorls, that contains one or more ofthe following, namely:-

(i) the sale or lease of a part or whole of the business or assets of
the obligor;

(ii) rescheduling ofpa),ments ofdebt payable by the obligor;

(iii) enforcement of any pledge by a third paIty securing the
obligations of the obli8or:

(iv) settlemcnt ofdrles payable by the obligor;

(1) conversion of any portion of debt into ordinary shares of the
obligor;

(vi) conversion ofaly portion of debt into assets or properties of
rhe obligor;

(vii) natters connected with pending suits and other proceedings
against the obligor, including in connection with their
abatement; and

tviii) provisions that are incidental or conducive 10 facilitating,
promoting or advancing any matter refened to in sub- clauses
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(a ) to (g ) or such othcr matter as may be prescribed

(d) "Secured financial iNlitutions" meais in rclatiot to an obligor, all
firlancial instilutions that have cr€atcd a secruity intefest ovcr any or
all ofthe assets or propcnies of the obligor, inespeotive of-

(i) whether such security int€rest is sharcd amongst such financial
institutions as a syndicate or otherwise;

(ii) rsnking of such security iaterest amoDgst such financial
instituiionsi and

(iii) whether such security interest seoures a non-peforming asset.

88. Speclsl be[ch of Hlgh Court- (l) The High Courts sha]l constitute one ol
more special benches consisting of one or more Judges to adjudicate the cases

under this Act.

(2) 'the special benches as constituted under sub-scction (l) shall decide the
cascs in ilccordance with the procedure prescribed through rules, ifany, within
nincty days from lhc date ofinstitution ofthe case.".

10. Insertion of section 19, Act )O(X[ of 2016.- ln the said Act after seotion 18, the
foliowing new section shall be inserted, namcly: -

"19 . ValidatioD ofLa$s"- NolNithstanding an).thing contained in any other law. all
tansfcr of ooa-p€rforming assets undertakcn, orders made, proce€dings laken and act
done, rules, regulation, circulars" nolification and other legal instrum€nts made at any
time until th€ enectment of the Corporate Restructuring Compardes (Amendments)
Act, 2020 are declared and alfiInred to havc been and shall deemed to have always
been, validly undertakgn, made, decided, laken or done and shall not be called irl
question in any court on any grorurd whatsocver".

9. AmetrdEetrt in sectior 10, Act XXXI of20l6.ln the said Act, in section 10, in sub.
section (4), for the expression "section 255 of the Ordinance", tbe expression "
section 249 of the Companies Act' shsll be substifut€d.



-a

STATEMENT OF OBJECTS AND REASONS

coRPoRATE RESTRUCTURTNG COMPANtES Bttt, 2020 ('X OF 2020)

The existing institutional arrangements and legal processes for revival and rehabilitation of

distressed entities are time €onsuming and inadequate, which make the rehabilitatlon of

distressed entities challenging. Moreoyer, the existing Corporate Restructuring Companres Act,

2016 does not have provisions to facilitate Corporate Restructuring Companies (CRC) to carry

out their operations smoothly.

2. The Corporate Restructuring Companies Bill 2O2O (Ordinance No.lX of 2O2O), inter alia, will

make the CRCS operate efficiently, acquire the Non-Performing Assets (NPAs) from the Financial

lnstitutions easily, raise funding for acquisitaon of NPA5 through segregation risks & rewards

and extend financing facilities for carrying out the purposes of the Act.

3. Ihe Bill, considering the Government's objedive of reviving the distressed economi€ assets

of the country, will also enable the CRcs to reach compromise with the distressed entities

promptly-

4. The Bill is designed to achieve the aforesaid purpose

(Dr. Abdul HafBez Shaikh)
Minister for Finance &

Revenue


