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LEGAL FRAMEWORK

Å Present conceptual and procedural framework ς

ï Laid out by 3 major legislations

Å Companies Act, 1956
Å Sick Industrial Companies (Special Provisions) Act 1985, (SICA)
Å Securitization and Reconstruction of Financial Assets and Enforcement of of Security Interest 

Act 2002 (SARFAESI)

ï Several other special provisions

Å Implementation and supervision by 4 major agencies -

ï High Courts 
ï Company Law Board (CLB)
ï Board for Industrial and Financial Reconstruction (BIFR)
ï Debt Recovery Tribunals (DRTs)
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CORPORATE RESCUE PROCESSES

UNDER VARIOUS LAWS
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FORMAL CORPORATE RESCUE PROCESS

Å Available under the Companies Act

Å By making arrangements with creditors and members and reducing capital, if necessary

Å Application before Court

Å Elaborate Court procedures apply

Å Court has discretion to sanction such arrangement or to refuse.

INFORMAL RESCUE PROCESS

Å Direct negotiations, voluntary arrangements, standstill agreements etc.

Å Ineffective if threat of litigation from different creditors brings pressure on negotiations

COMPANIES ACT,1956
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