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CORPORATIONS LAW AMENDMENT BILL 1995

OUThINE

1. Thevoluntaryadministrationschemecontainedin Part5.3Aof the

CorporationsLaw, whichcommencedon 23 June1993,allows for certain
companiesin financialdifficulty to enterinto adeedof companyarrangementas an
alternativeto otherformsof externaladministration.It is possibleforcompaniesto
continuetradingwhile underadeedof companyarrangementandthenbe placedin
liquidationfollowing terminationof the deed.

2~ The amendmentsproposedby the CorporationsLaw AmendmentBill 1995
(‘the Bill’) aredesignedto ensurethatdebtsincurredby acompanywhile undera
deedof companyarrangementare admissibleto proofagainstthe companyin a
subsequentliquidationof the company.

3. Further,theproposedamendmentswill validateactsdoneby liquidators,prior
to commencementof the amendments,on the assumptionthatdebtsincurredby a
companyundera deedof companyarrangementareadmissibleto proof.

FINANCIAL IMPACT STATEMENT

4. The Bill will financially benefitcreditors,includingGovernmentcreditors,of
companieswhich areliquidatedimmediatelyfollowing aperiod underadeedof
companyarrangement.

5. In particular,the amendmentswill ensurethatcreditorswho havedealtwith a
companyunderadeedof companyarrangementwill be able to provein a
liquidationof thecompanyfollowing terminationof thedeedfor outstandingdebts
andclaimsarisingwhile the companywas underthe deed.

6. The Bill will haveno impacton Governmentexpenditures.



CLAUSE BY CLAUSECOMMENTARY

Preliminary

Clause1 — Shorttitle etc

7. Upon enactment,the Bill will beknownas the CoiporationsLawAmendment

Act 1995.

8. Clause1 definesthe abbreviation‘CorporationsLaw’ usedthroughoutthe
Bill.

Clause2 — Commencement

9. The Bill will commenceon thedayon which it receivesRoyal Assent.

Clause3 — Amendments

10. Clause3 providesfor the CorporationsLaw to be amendedin the mannerset
out in the Schedule.

The Schedule

Item 1 — Proposedamendmentto section9 (definition of “relevantdate”)

11. Theproposedamendmentto section9 will adda noteto the definition of
“relevantdate”to theeffect thatthe definition is modified in relationto certain

debtsandclaimsarisingwhile acompanyis underadeedof companyarrangement
by proposednew subsection553(1B).

Item 2 — Proposedamendmentto section553— Debtsor claimsthat areprovablein

awinding up

12. Existingsubsection553(1)providesthat, subjectto otherprovisionsin
Division~6of Part5.6, debtsandclaimswhich arisebeforethe relevantdate are

admissibleto proofagainstthe companyin awinding up.

13. Proposednew subsection553(1A) will providethata debtor claim incurred
by acompanywhile undera deedof companyarrangementis admissibleto proof
againstthe companyin aliquidationwhich immediatelyfollows thedeedof
companyarrangement,evenif the debtor claim ariseson or after the relevantdate.

14. Proposednew subsection553(IA)doesnot addressthe admissibilityof debts

andclaimsincurredwhereliquidationdoesnotfollow immediatelyupon
terminationof thedeedof companyarrangement,sincesuchdebtsandclaims
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would be incurredprior to therelevantdateandwould becoveredby existing

subsection553(1).

15. Like existingsubsection553(1),proposednew subsection553(IA) will apply
subjectto otherprovisionsin Division6 of Part5.6. Accordingly,debtsandclaims
which currentlyrankas priority paymentsundersection556 will retain thatstatus.
Further,debtsandclaimswhich arecurrentlyspecificallyexcludedfrom
admissibilitypursuantto otherprovisionsin Division 6, suchas penaltiesandfines,
will not becomeprovableby operationof the new subsection.

16. Proposednew subsection553(lB) will modify the definition of “relevant
date” for thepurposesof applying the otherprovisionsof Division6 to debtsand
claimsadmissibleunderproposednew subsection553(1A). The term “relevant
date” is currentlydefinedin section9 andusedthroughoutDivision 6 for various

purposes,particularlyin relationto computingthe valueof debtsandclaims.

17. As debtsandclaimsadmissibleto proofunderproposednew subsection
553(IA) will be incurredafter the relevantdate,proposednewsubsection553(1B)
will providethat the relevantdate,for the purposesof applying theotherprovisions
in Division 6, will be the dateon which the deedof companyarrangement
terminatesratherthanthe datewhich would otherwiseapplyunderthe definition of
“relevantdate”in section9.

Item 3 — Proposednew section1411 — Effectof amendmentson distributionsetc
beforecommencement

18. Proposednew section1411 will providethatwherea liquidatorhasacted
consistentlywith thetermsof theproposedamendmentscontainedin theBill prior
to their commencement,the validity of anyaction takenin thisregardmaynot be
called into questionin anyproceedings.Thisprovisionwill protectdecisionsby
liquidatorsto admit to proofdebtsandclaimsincurredby a companyundera deed

of companyarrangementprior to commencementof the amendmentson the basis
that this is howPart5.3A of the CorporationsLaw wasintendedto operate.
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