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Acts, OrditraDces, Prcsidcnt's Orders and Regulations

SENATE SECRETARIAT

Islamobad, thc l5th Morch, 2018

No. F. 9(2)/2017-Legis.- Ihc lbllowing Act of Majlis-e-Shoord
(Parliameno reccived the assent ofthe Prcsidcnton lSth March,20l8 and is hereby
pubhshcd for general information :-

Acr No IX or 20lt

/1n ,4ct to ?totide Jbr rehdhilitatiott tnkl re<:,rgdnitdtion of distrcss(l
corlorotc enlities

WHERTi^s it is expcdient to providc fortherehabilitation and re organisation
of distresscd co.porate entilies and their business so as to encourage economic

8(^{lh a d developmcnt;

It is hereby enacted as follows

I Short title, exlenl and comme trccment.-{1) This Act shall be
callcd thc Corporate Rehabilitation Act, 2018.

111(1-21'

[5559(2018)/Ix. Caz.]
Pri.? . Rs. 20 i0
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(2) lt extends 10 the whole of Pakistan

(3) It shall come into force at once.

CHAPTER I

PrcllDinrla

2. DefiDitiors.-{l) In $is Act, unless there is anyrhing repugnant in
the subject or context, --

(a) "adminislrator" means an administsator appointed under seclion 20;

(b) "administration committee" means the committee ofthe credrtors or
sharcholders ofthe debtor appointed under seclion 26;

(c) "claim"or"dcbt" means righl to payment, whetherornot such right is

rEduced tc judgment, liquidated, u nliquidated fixed, contingent, maturEd,

dispded, mdisput€d, legal, secured or unsecu rcd and includes principal

amount a1d ony mark-up, profit, retum and other charges;

(d) "Cornmission" means the Securities and Excbange Commission of
Pskistan ,:fablished uDder the Securities and Exchange Commission
ofPakistin Act, 1997 (XLII of 199?);

(e) "Court'rreans the HiSl Court having territorialjurisdiction;

(0 "creditor'' means an entity that has a claim against deblor that arose

at the time ofor before the commencement of a case under this Act;

(g) "debto/'means a company specified under section 6;

(h) "financial institution" shall have the same meaning as assigned to it
under th( Financial Institutions (Recovery of Finances) Ordinance,
200 I (XIvl of200l);

(i) "insolvercy exp€rt" means the exp€rt specified under seclion 5;

(j) "interest "or"class ofinteresls" means any person or class ofp€asons
Iiable to oonribute to 0leassetsofacompany in theevent ofits being
wound up and includes the holder of any shares which are fully
paidup;
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(k) "mediator" m€ans the mediator appointed unde. s€ction l0;

(l) "Ordinance" meons tlE Companies Ordindnce,2016 (vl of2016) or
such other law in fo.ce for regulations ofcompanies;

(m) "orderofmedidiofl" means he ord€rpessed bythe Coud under section I0;

(n) "plan ofrEhabilitation" means a pl,an ofrehabilitation ofdebtordelmed
under section 7;

(o) 'pr€scriH" means prescribd by rules or regulations made under
thisAct;

(p) 'pmperry" means propeny of all dcscription, whether movsble o.
immovoble, tanSible or intangible, existingor futurE, clsims for money,

cash, and includes instruments that evidence title in property;

(q) "qualiryinS creditors" meansone or morc credimrs holding unpaid and

overdue claims for rn aggre8ate aDount ofnot less than two-third of
the valuc ofassels ofthe debtor as per its lalcst balance she€t;

(r) "regulations" means regulations made underthis Act;

(s) 'rules" mears rules made under this Actl

(t) "security interest" rneans a charge. mortgage, lien, hypothecation,
pledge, assignment or any other encumbrance overa pmperty;

(u) "State Bank" shall have the same meaning as assigned to it under the

State Bank ofPakistanAcl, I955 (XXXIll of 1956); and

(v) "starcmentofaffairs" meansstatementofparticuldrsaboutthe pmperty

and business ofa debtor prepared under section 9.

(2) The words and expressrons used but not defined in this Act shallhave
the same meanrng as assigncd ro thcnr in lhe Ordinance.

3. Jurisdiction .nd popers of lliSh Court-{l) l-he Court having
jurisdiction under rhisAct shall bc the High Court havingjurisdiction over the plac€

at which the registered oftice of the debtor o( as the case may be. thc principal
place o[business ofthe debtor is situated.



137 (4) 1HECAZL Tl'COf PAKlslhN, L:X'lRA., MARCII l6,20lE [P^Rr I

(2) Subject nr the provisions olthisAcl,lhc Court shall.-

(a) in exerciseofitsciviljurisdiction, havcallth€ powers vested in a civil
court under the Code ofCivil Proccdure, | 90t (Act V of 1908);

ft) in exercire ofits criminaljurisdiction, have all lhe powers vested in a

court exe rcising jurisd iclion under the Codc ofCriminal Procedure,

1898 (Act V of 1898); and

(c) in exercise ofits companyjuridiction, have all lhe powers vestcd in a

courtexercisingjurisdiction under thc Ordinance.

(3) Notwilhs andin8 an),thing contained in any other law. a ll mattcB coming

before the Court under r his Act shall b€ dispos€d ofexpeditiously and finaljudgment
shall be pronounced ai soon os may be practicable and, except in extraordinary
circumstances, $e Corrrt 9h6ll hear (he aase on day to day basrs.

4. Appeel rrd rcvletv.-(l)An appeal shall lie, at the instance ofany
person eggricved by 0r ord€r made by a Judge ofthe High Coun in the exercis€ of
the jurisdiction confered by lhis Act. in the same way and subject to the same

provisions as an appeg lies against an ordcr passcd by s single Judge ofthat Court
in exerciseol its origin€ I civil jurisd icl ion.

(2) The Cou t may rcview, rcscind or vary any order made by rt under

this Act

5. Insolvency exnerls.-{ l)Thc Commission sl6ll, iD consultation with
the State Ballk, maintain a pancl ofinsolvcncy cxperts who shall he prol'essionals

having a minimum experience offillcen ycars in lhe l'ield ofaccoLmtancy, banking,

financc,law, management and sound knowlcdge ofinsolvency practices oflhecountry.

(2) An insoh enoy expefl shall, fordue p€rformance ofhis functions under

this Act, be entitled to such remuneEtions and privileges as may be prescrib€d by

rcgulations.

(l) The Conmission may, by regulations, prcscribe the code ofconduct
for the panel of insohency experts to b€ appointed under this Act and organize

fa inin& capac ity buildi s and oacrEd ibtion pmgrammes for professional developmeht

of such insolvency experls.
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CHAPTER It

Rehrbilit tion of Debtor

6. Dcbtor.-A debtor shall be a company incorporated or registered
under the Ordinance or previous companies legislation and shallnot include-

(a) a financial institution;

(b) a company engaged in thc business ofinsurarce as defined in clause
(xxvii)ofsection 2 ofthe Insumnce Odinance,2000 (XXXIX of2000);

(c) a company which has debts of less than hundrcd million Rupccs or
such othersumas the l_edcral Covemment may, bynotification in the

omcial Gazefle, speciry from time to time;

(d) a company against which an order of dismissal under section 17

has b€en passed within the past five years;

(c) a conrpany with rcspect to whrch a plan of rehabilitation has been

confirmcd under this Act within the post seven years:

(0 a compary against which a winding up orderhas already been passed;

(g) a company which has resolved by sp€c ial resolution that such company
bewound upvolunlarily;

(h) a compa-ny against which cxecution proceedings are pending for
satisfaction of one or morc decrees for an aggrEtot€ sum not lcss

than lwenty-five percent ofthe value ofi|s assets, or

(i) a company which has availed reliefunder the BPD Circula. No. 29 of
2002 issued by the State Bank.

7. Pler of rehebi litrtion.i I ) A plan of rehab il itation shall spe,c ify the

following m{tters in relalion to adcblor,-

(a) claims and classes ofclaims against the debtoc

(b) interests and classes of interests in the debior;

(c) claims and interests belongingtothe debtor;
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(d) claims or interests that will not be impaired under the plan of
rehabilita ion;

(e) claimsor interests thatwillbe impairEd under the plan ofrehabilitation;

(t) places ofbusiness ofthe debtor, details ofits assets and any securiry
interests crcated over such assets;

(g) panicula.s of shareholders. directors and key managemenl of the

debtorla ld

(h) scheme c fimplementation ofthe plan ofrehabilitation ofthe debtor

(2) Subjectl.) subsection (l),6 plon ofrehabilitation may provide for the
followinll matleB, in relation to a debtor,

(a) the settle ment, rcstructuring or rcschedu ling of any claims or interests

or classei ofclaims or inlerests;

(b) the chan,le ofowneEhip and management of lhe deblor:

(c) the sale otall oranyassets ofthe debtorand the distribution ofproceeds
ofsuch sale among holdeB of clsims or inte.ests;

(d) the assurnption,.ejection orassignment ofrny exccutory conract ol
unexprrcd lease ofthe deblor;

(e) the enf(,rcement of any claims or interes(s bclonging to the
debton and

(f) any othe| matter conceminB rchabililation ofthe deblorordistribution
ofproce,:ds ofsale ofproperly ofthe debtor

8. Comme ncemcDt of a .ose.-{ I ) A d€btor may fi le a pctition in the

Court foran orderofmcdiation, u'hich shall be supported by a plan ofrehabilitation,
slatement oi afTairs and special r€solution of the debtor approving lhe plan of
rehabilitation.

(2) Thc qualilying creditors mfly filo r petition in the Court foran orderof
nrediation againsl a dcbtor

(l) On first date of hearing, the Court shall issue no(ice lo thc parlies
listed ir thc peti(ion throuSh,
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(a) re8i$ered posl acknoBledgemcnl due:

(b) courier service; and

(c) publication in one English language and one Urdu languag€ daily
newspape. ofwide circulation in the country;

and sewice duly effected ill any one ofthe aforesaid modes shall be deemed to be
valid service for thc purposcs ofthisAct.

(4) The notice issued under suEsection (3) shallspecify a date ofhearing
not lalerthan twenty-one days after colhpletion ofthe servicc.

(5) Any person interested of filing a written reply to the petition shall
do so at least three days prior to the hearing and supply a copy ofsuch reply to the
party that filed the petitioD.

(6) The Cou( may, wherc a primslacie case has been made out by the
qualifying creditor for an order of mediation in relation to a petition filed u[der
sub-section (2), direct-

(a) the debiorto submit, within fifteen days, the statemenl ofaffairs in the
Cour(: and

(b) the qualilying cred itor to submit within thirty (3 0) days after submission
ofthe statement ofaffairs, a plan ofrehabilitation ofthe debtor in the
Court.

9. Statem en t oI a lfe iB.---( I ) The statement of affairs of a de bto. shall
be verified by an affidavrt ofthe chiefexecutive ollcer or a director ofthe debtor
and shall cootaiD the followrng particulars, namely,

(a) the assets, debts and liabilities olthe debtor;

(b) the particulars ofthe creditors, stating sepmately theamounrofsecured
dcbts and unsecured debls and in thecase ofsecured debts, particulars
ofthe securities given, theirvalueand the dates wh en tlrey rveregiven;

(c) the debts due 1() the debtor and the particulars of the persons from
whom such debts are du€ ard the amount lik€ly to b€ realized therefrorn;

(d) where any property oflhe debtor is not in its custody or possession,

the place where and the peBon in whose custody or possession s ch
property is;
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(e) full addr,:ss of the places where the business of the debtor was
conductc( duringsixmonths preceding thc relevant date and de names

and parli( ulars ofthe persons in charBe ofthe same;

(f) detsils of any pending suits or proceedings in which the debtor is a
party;

(g) latest pub tically d is.losed accountsand the last audrted accounts: and

(h) such olher pafiiculars as may be prescribed by regulations or as the
Court mar' by order require.

(2) Whoever intenlionally lil€s a slatcmcnl of affairs which is false in
meterial particulaE or firls€ly denies his signafure on any documen t before the Cou4
or fails to file the staternent ofaffairs withoutjust excuse when so orderEd by the
Courl drall& guilty ofrn offence prnishoble wrth imprisonmcnr ol'cilhcrdclcription
for a term which rnay e (tend to six molths, or with finc, or with both.

10. Medirtion.{l) The Court may, after notice and a hearing of the
petition filed urdersection E, pass an order for the appointmeqt of inso lvency experts
loactas sole rned iator (,rjoint nrediato6, as rhe case may be, in relation to the plan
ofrehabilitation filed in the Coun.

(2) The me-difltor appointed by the Court shall carry out rned i6l ion bels'€en
the debtor and creditor; or different classos ofcredilors to achicve acceptance ol
the plan ofrehabilitatiol, whcther with or wilhoul any modilicatkrns.

(3) For due c ischarge of his functions under this Act, a mediaror shall
have the following powers,-

(a) lo hold sepErate meetinSs ofshorEholders ofthc dcbtor and creditorc
or diffeBlt classes ofc.editorsi

(b)

(c)

(d)

to invite, scrut in ize and detcrmine olaims and interest against the debtor;

to detemrno security interests crested over the delrtor's assets;

to determ ine the dobtor's assets available fbr sstistlct ion o f lhe c la iln s
of the crEllitors:

(e) to caEy ollt valuatioll ofthe asscts ofthe deblor through professional
experB stprovcd by lhe State B6nk; and
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(0 any other power given by the Court, either on its own accord or on

application of the Mediator, to carry out the functions under
sub-section (l ).

(4) A mediator shall, from the date ofhis appointment, submit monthly
progrEss reports and may rcfer any mattcr to Court for appropriate directions including

for the purposes of-

(a) production ofany records or property of the debtor in possession oF

any person; and

(b) examination and attendance ofany person concemed with affairs of
the debtor.

(5) The person filing the petition shall provide necessary funds to allow
the mediator to perform the functrons under thrsAct and, wherc requir€d, the matter
may be referred to the Courl for necessary directions in this regard.

ll. Notice of brder of mediation.-{l) The person filing the p€tition
under this Act shall provide the notice ofthe order ofmediation to all inlerested
parties rvithin tlrree days ofthe order through,-

(ar registered post- acknowledgemenl duel

(b) courie. service; and

(2) The notice of order of mediation shall specify th€ appointment of
mediator and for filing ofany clarms against, and interests in, the dcbtor with the
mediator \,"ithin a period offourtecn days ofpublication ofnotice ofdre order of
mcdialion.

(c) publication in one English language and one Urdu language daily
newspaper of wide circulation rn the couDtry;

and service duly effected in any one ofthe afbresaid rDodes shall be deemed to be

valid servicc for the purposes ofthis Act.

12 Stay of actions against debtor.{l) In a atse comm€nccd under
this Act, the Court may, on an application made to it by the debtor or an interested
pclson, pass an order after notice and a heartrg for

(a) preservation ofassets ofthe debtor in such manner as the Court ma)
deerr fit in the circunrstance of the casei and
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(b) protectior of the debtor or its shareholderc, dircctors and guarantor:,

Against any irnninent z dverse action, measure, process orproceedlng commenced
ro recover a clairn agairst the debtor or its shareholde.s, directors and guarantors

through sale, transfer, repossession or mortgage of assets of the debtor or its
shareholders, directorsand guamntors, orbycreatingany rightsor interests in relation

(2) The stay granted under slb-seotion (1) shall, ifnot earlier vacated,

tpso -foclo cease to ha\ e effect oni

(a) the confirmation ofa plan under section l4; or

(b) the dismi r$l oflhe case undcr section 17.

(3) Notwithslanding anything contained in sub-section (2), thc Courtmay,
on applicatior ofthe qualilying creditors or an interested parry and after notice and

a hearing, Bmnt such ft lief from the stay Branted undcr sub'sectron (l ) as may be
necessary to prevent ineparable hann or loss to the interest ofthat parly.

lJ. AcceplrDce of plan of rehabil itstiotr.--{ 1 ) The acceplance or
reJection ofa plan ofre labilitation shall not be solicited from a holderofaclaim or
interest unless such hol:ler is first pmvided with a copy ofthe plan.

(2) A class (,f cr€ditors shall be d€erned to have accepted a plan of
rehabilitation rfsuch plrn is accepted by the creditors holding at leasl two{hirds in
value of such class.

(3) A class o'intercsts ofthe debtors, shall be deemed to have accepted
a plan ofrehnbilitation ifsuch plan is accepted by holders of at least two-thirds in
value of intercsts ofsu,)h class,

(4) A class tlrat is not impaircd under a plan of rehabilitatio,r and each
holder ofaclaim or inte rst ofsuch class are conclusively presumed to have accept€d

the plan and solicitatior ofacceptance withrespectto such class from thc holde.sof
claims or interests ofslrch class is not req ired.

14. Confrmrtion ofa plsn ofrehabilitation.-(l )The Court may, after
nolice and a hearing, co rfirm aplan ofrehabilitation ifthe plan is in accordance with
the provisions ofthis A rt and

(a) with rcsprct to each class of claims or interests, -.
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(i) such class has accepted the plan; or

(ii) such class is nor impaired unde. the plan; and

(b) exc€pt to lhe extent that the holderofaparticularclaim has agreed lo
a different trestment ofsuch claim, the plan provides that the holder
ofsuch claim will receive cash cqual to the allowed amount ofsuch
claim.

(2) The prov isions of a plan of rehabilrtation confi.med bythe Courl bind
lhe debtor, any entity issuing securities undcr the plan, a-nyentity acquiring property
under the plan and ary creditor or shartholder of lhe debtor, whether or not the
claln or inlerest of such crcditor or shareholder is impeircd under the plan and
whether or not such creditor or shareholdcr has accepted the plan.

(3) The Courtmayrefuse toconfirm e plan ifthe principal purpose oflhe
plan is avoidance oftaxes, duties and fiscal chargos levied under law.

15, Implemertstior ofplan of Ehsbiliaf,tioD.-{ l) The Court m[y, on
the application ofthe debtor or qualirying creditors and after notice and a hesring.
pass such directions as deemed appropriate for the purposes ofimplementalion of
lhe plan ofrehabilitatron and any person rcsponsible fbr carrying out the plan or any
part thereofshall comply \!ith such dircclions.

(2) I-he Court may dircct the deblor and any other flecessar) party to
execute or deliver or tojoin in the execulion or delivery ofany instument requ ired to
cfFcct a lransfer oI propeny dealt with by a plan ofrchabilitation confirmed by the
Courl and lo perform any other act, includinS the satisfaction of any charge,lhat is

necessary for the consummation ofthe charge.

16. Revocation ofconfirm&lion ofr plan of rehrbililation.-1I ) fhe
Courl rnay, on the application o[ any person aggrieved bythe plan of rehabil italion.
at any lirne within twelve months ofthe date ofconfirmation ofthe plan and after
noliccand a hcaring, make an order, [pon such terms as the Courtthinks fit declarins
the confirmation to have been void.

(2) The Court may pass an ordcr under sub-section (l) if rhe order of
confirmation ro be declared void *as procurcd by fraud.

(3) A0 order under this seciion rcvoking an order ofconfirmation shall
provitlc for all such measures as are necessary to protect any entity which has

acqrrircd righrs in good faith reliance on the order ofconfirmation.
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17. Dismissr I of e crs€.-< I ) Nolwilhslanding anything to the contrary
in this Act, the Court nay. on rhe app licat ion of any person concemed w ith the
debtororon its own accord, dismiss a case or may suspend all proceedings in a case

under this Act at any (ime, if the Couft determines that

(a) (he contiruation ofproc€edinSs would amountto an abuseofthejudicial
process;

(b) the perso r filing the pelilion has tbiled 10 provide necessary funds for
mediatio r after geftingdue oppo(rnity in thisregard;and

(c) the medi.rtor has not been able to fully perfom one or more ofthe
function: sp€cified in section I0 within a period oftwelve months
from his rLppointrnent.

(2) Unless the Court for any rcasoD orders otherwise, the dismissal of a
case does nor alfect th( va lid ity of any acl ion taken during the pendency of a case.

(3)
case shall:

Unless the Court for any reason orders otherwis€, thc dismissal ofa

(a) re-instates,-

(i) any proceeding or custodiarship superseded under this Act;

(ii) any transfer avoided under this Act; and

{iii) .ny ch&ge voided undcr lhis Acl:

(b) vacates a ly order or tmnsfcr ordcrcd under this Act: and

(c) re-vesls tlre propefly of the estate in such person in w h ich such prop€rty
was vcst(d beforc the commencement of the case under this Act.

It. CoDversiotr of e cese.-{l) A case under this Act may, on an
application made to rhr! Courq be conveaed into winding up proceedings for tie
following reasons:

(a) failure to achieve the acceptance ofplan ofrehabilitation in hvelve
months from appointment of on administrator cxcept where the
administrrtor hxs been removcd unde. section 22: or

(b) lhe Courr finds thal a perition under this Act was filed hy rhe debtor
for fiaudl lent purposes.
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(2) The order ofconversion under this section shall also provide for the
appointmenl ola liquidatorand the Counshall for such pu4,ose exercise necessary
j urisd iction und er the Ordinance.

(3) An administrator appointcd in a case under this Act shall not be
appointed as liquidator ir that case.

(4) An application for conversion under this section shall not be filed by
any Party except-

G)
(b)

(c)

the debtor:

the qualifying cred itors; or

the administrator appointed in the case

19. Consequences of conversion.-{l) Notwithstanding any provision
oI thc Ordinance. an order of conversion under section 1 8 shall be deemed to be a

winding up order by the Court under th€ Ordinance and the winding up ofthe dcbtor
shall be deemed 1() have conmenced on the date of commencemenr of the case

under this Act.

(2) Except as provided in sub-section (3), all proceedinSs subsequent to
an order ofconversion undcr section 18 shall be carried out in accordance with the
prorisions ofthe Ordi[ance, including the Illing ofappcal against such order and

orhcr remedies provided therein.

(3) Following an order ofconversion, aflnancial institutionmay initiate or
continue wilh proceedings under the Financial [nstitutions (Recovery ofFiIlances)
Ordinance, 2001 (XLVI of200l ) without seeking permission ftom the Court uDder

the Ordinance.

CHAPTSR III

Administration of Debtor

20. Appointment oJ administrator. {I) The Court may, on a petition
niade by thequalilying creditors and after notice and a hearing, appoint an insolvency

cxpcrt as administrator ofthe debtor at any time before confirmation ofa plan of
rehabililation for one or more ofthe fotlowing reasons Damely:-

(a) ttle affairs or business ofthe debtorhave been conductcd or managed

in a manner likely to be prejudicial to the interesl of the debtor or
qualiryingcredtors;
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(b) any direclor ofthe debtor or person concemed wirh the management
ofthe delior has been guilty of brcach ol trust, mrsfeasance or other
miscordr ct towards thc dcbtor or qualifying creditors;

(c) the alfsiriror businessofthe debtorhave be€n conducted ormanaged
with intelt to defreud its sharcholders orqualirying creditors or fora

'fraudulelt or unlawful purpose! or in a manner oppressive of
shareholc e.s or qual iry ing creditors;

(d) the affairi of the debtor have been so conducred or managed as to
deprive ttequalirying crEditors of$eirclaims against the debtor in full
or in part

(e) any proje,xowned by the debtor is not in ope.ation for over a period of
trvo yeals orhas been in operation intennttrently or partiall)., during thc
precedint. two ye6rs;

(f) the occunrulated loss€s ofthe deblor cxcced sixty perc€nt of its paid
up c€pital ; or

(g) any proje:t s€lup by, or belonging to, the debtor has nor commenced
opeiations or has not been opemtiflg smoothl),or its production or
pedormarrce has so deteriorated that-

(i) the narkcl. valuc of its shsrcs as quoted on the stock exchange
or thc net wo(h of i(s sMrcs heg fallen by mor€ than seventy-
five per cent ol its par value;

(ii) debl equity ratio has deteriorated beyond 9:l;or

(iii) cuBent ratio has deteriorated beyond 5:l

Provided that thc parly liling dre pchtion Lrnderrhis section
shall additionally demonslrate to the Court on balance of
pmt abil ities that the mediation hos not becn success[ulor is not
like y to be successful in the circumsta ccs ofthe case

(2) Ifan administrator dies or resigns during the pondcncy ofa case under
this Actor is rcmoved b, fte Courtonjust caus€ shown,lllen a substitute adm in istralor
shall be appoinred imm(diately.

(3) Notic€ of the appoiotmem of administmtor iD eyery casc under this
Act shall be given by the appointed adnlinistrator ro all intcresrcd panies within
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three working days ofhis appointment and shall additionally be published in one
English language and one Urdu language daily newspaper ofwide circulation in the
country andthe notice shallprovrde forfiling ofany claims against, snd inreresrs in.
the debtor with the adtninistrator within a period oflourteen days ofpublication of
lhe notice.

(4) The Court may award such fees and expenses to an admintstmtor as

may be prescribed by regulations.

21. Elfecl ofappointmert of administrator,-{l) On the appointment
ofan administrator,-

(a) all the powers ofthe direclors, chiefexecutive a d other officers of
the debtor shall cease, except as may be required under this Act and
except so far as the Cou( may sanction the continuance thereof; and

(b) atl the po\\,ers ofa receiver appointed prior lo the conmencement of
a case shall cease rn relation to the property ofthe debtor.

(2) Where an administrator is appornted, the debtor and its directors and
rnrnagemcnl slrall-

(a) cooperate with the admlnistrator to enable him to pedorm his duties
u der this Act;

(b) sunender to the administrator all property of the debtor and any
recorded infonnation includingbooks, documents, rccords and papers

relating to the debtor;and

(c) app€ar at any hearings at which its presence is required by either the
administrator or an administration commift ee.

22. Removal aDd termination of administrstor. (l)TheCounmay,
at any lime before confinralion oIa plan ofrehabilitation, on request ofan inlerested
party and after notice and a hearing, terminatc th€ administmtor's appointmentand
restore the debtor to possession ofils property and managernent of ils business.

(2) The Court, after notice ond a hearrng, may rcmove an admrnistrator
for mal-feasancc, mal-administration or gross npgligence and appoint another
administrator.

(3) When€ver thc Court removes an administrato. under sub-section (2),
such administrator shallalso thereby stand automatically removed in all ofiercases
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under this Act in which such sdministrator is the[ sefting unless the Court mates
orders otherPise.

(4) A vscenc, in oflicc ofthe administmlor durin8 a case does not abate

any pcnding ac(ion or pr)ccrcding and thc successor administmlor shall be subshtuted

as a party in such actior or procccding.

23. Powers rrrd dutla! ofon rdminislratoi-< l)An administrator shall-

(a) op.rate tte debtor's business;

(b) preparc ard submit in the Coun the sraternent of affhirs, where the
debtor ha i not done sol

(c) except to .he extenfthat the Courl makes orde6 olhenv ise. ir) vestigate

the acts, o)nduct, !ssets" Iiabililies and linanc ial cond ition oIlhe debtor,

the operotion of the debtor's business and rhe desirability of the
continua[ce of such business and any other matter releyant to
rehabilita ion of tlrc debtorl

(d) as soon a; practicable,-

(i) file r state.rnenr ofany investigation conducted under clarse (c)
including any fact ascertained pertaining ro fraud, dishonesty,
inccmpetence, miiconduct, mis-management or irregularity in
the rnanagement ofthe offairs ofthe debtor; and

(ii) tranJrnit a copy or a summary ofany such statemcnt to the

administration committees, mortSagee, receivcror charge holder

and to such olher enliry as the Court designares:

(e) adopt the ,lan ofrehabilit tion fi led u nder th is Act or seek mod i llc€tion
ofthe plan or recommend the winding up ofthe debtor;

(f) instituteo'detendanysuit, action, prosecutiofl orothcr legal proceedin&

civil or criminal, in the name and on behalfofthe dcbto., to the extent
necessaq ;

(g) subject t,) approvd of the administrahon committees, make any
compromise or arangement with creditors or pcrsons claiming to be
creditors )r havinS or allcgilS rherrselvcs ro havc an\ clarm against
the debto l
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(h) be accountable for allpropeny ofthe debtor;

(i) examine prools ofclaim and object to the allowance ofany claim that
is improper;

O unless the Cou( makes orders otherrvise, fumish such information
conceming the property and business of the debtor as is requested by
an interested party; and

(k) make and submit monthly reports, a finalreport and final accounts of
the administrafion in the Court.

(2) For due discharge of the functions ulder sub-section (l), the
administrator shall have the power to,-

(a) to do anything thal is incidcntal to exercising a power set out in this

section;

(b) to do anything that is necessary or convenient for the purpose of
administering the afTairs of the debtor; and

(c) not be liable for any loss or damages caused by any act or omissioo
undeftaken in good faith.

24. Administrator's account.-(l) Every administrator shall, during
his tenure in office, pres€nt to the Court a comprehensivc account ofhis receipts
and payments and dlralings as administrator togetherwith such fu(her information
as ma) be rele\ ant.

(2) The administrator shall cause his- account and all receipts and
payments to be audited and send the audit report to the Commission, State Bank
alld the administration committees and to ever] shareholder, \r,here a committee
ofshareholders has not been constitutcd, aDd submit one copy iD the Court.

25. Employment ofprofessional pcrsons.-{1) The adminishator may

employ one or tnore advocates, accountants, appraiscrs, auctioncers or other
professional persons to represent or assist the admrnistrator in canying o0t the

adminisrrator's duties under this Act on reasonable terns and conditions of
crnployrncnt w,th the prior approval ofthe admi istrarion committee ofcreditors.

(2) In cases ofemergency, the administrator may appoint a person and

submil the delails of tcrms and conditions of such appointment along-rvilh due

reasons thereof 10 the administration cornmitte€ olcreditors.
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25. AdmitrbtrrtioD committecs. al) The administrator shall appoint
a commitlee Dfcreditors and may appoinl an additional commince ofshareholders,
iftbe adminirtrator decms appropriate in a case.

(2) The administration committecs shall have adcquate representation of
different classes ofcreilitors and sha.eholders of the debtor, as the casc nr^y b€.

(J) On requeitofan interested party, theCourt may make orderdirecting
the administmtor to app )int such additional members ofan administmtion committee

as the Court finds necessary to ensure ad€quale reprcsentation of crediton and

shareholders. as lhe case may b€.

27. Powerc rnd drlies oI rdDinistr.tion committees.-(l) An
administration commitr ee shall perform the funclions given to it under thisAct and

in this regard may

(a) consult $e adminisfator conceming the administration ofthe case

(b) review th. acts, condDct, asscls, liabilities and financial condition of
the debtor', the operation ofthe debtort busin€ss and the dcsirability
oflhe cortinuance ofsuch business and any other matter relevant to
the p lan o f rehabil ilation; and

(c) participate in the finalization ofthe plan and file with lhe Cou
accepta.nce or rejection of the plan, if nec€ssary.

(2) As soon is practicable after thc appointment of an administration
committee under this /\ct, the administralor shall meet with such commirtee to
tmnsact such business rs may be necessary and proper.

(3) The powers ofan administration committe€ shallterminate upon the
confimation ofa plan o 'rehabililation or upon the convcrsion ofa case into winding
up proceedings.

2t, Usc, sole or lease of propcrty.--{ l) The administraror may enter
into transections concerning the business and property ofthe debtor, including the
us€, sale or lease ofthe prcperty, in the ordinary course ofbusiness.

(2) Ihe admilistrator may use, sell or lease property offie debtor in a
monner olher lhan in the ordinary coursc ofbusiness only after consultalion witl
the adminislration comnrittees.
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29. ObtaiDing credit,-< I ) The ad ministrator may, to the extent allowed
by the adm inistration com m itlees, obtain un secured cred it and incu r unsecured debt
in the course of debtor's business which shall bc allorvable as an administrative

(2) Where the administrator is unable to obtain unsecured credit for the
debtor, the admiDistmtion committ€€s may allow the administratot on such terms
and conditions as deemed appropriate by the committees, to obtarn credit secured
by a superior or equal s€curity interest on the property ofthe debtor that is subject to
an exrsting security interest:

Provided that the same has been approved by the holder of the existing
security interest on the property of the debtor on which such superior or equal
security inleresr is proposed ro be granted.

30. Assumption aDd rejection of ex€cutory contrrcts and urexpired
leases,--{ I t I he admininralor ma}. wilh the prror approral of the Coun. assume
or reject any executory contract or unexpired lease ofthe debtor including

(a) any executory contmct relating to the employmentor services ofany
person;and

(b) any unexpired lease ofimmovable property

(2) The administrator may not reject any executory contractor unexpu'ed
lease without giving notice of his intent to reject to all parties to such executo',_

contract or unexpired lease,

(3) Anyparrywhich is prejudiced by thedebtor's rejection ofan executory
contract or unexpired lease may filc a claim for damages and such claim shall be
dcemed to be a breach oIsuoh contract or lease occurring immediateL] priorto the
date offiling ofthe petitioD.

31. Clrims and int€rcsts.-{l) Within fiouneen days ofthe publication
ofthe notice ofapppinhnent ofadminislrator, proofofany claims or interests shall
be filed with the administrator by the cr€dito[s, shareholders or interested pafiies, as

thc case may be.

(2) Any person who does nor timely file a claim or ioterest \yill be
deenled to have no claim or interest agarnst the debtor unless the delay in filing
the claim or interest is condoncd, alter notice and a hcaring, by the Courl lbr
just causc shown,
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(3) Any pary aSgrieved by a determination of the adminislrator ofany
claims and interests rLay prefer an appeal to the Court which shall detenninc thc
amount ofsuch claim!. or interests.

32. Allowalce of cleims for rdministrative exp€rses.--{l) After
notice and a hearing t rerc shall be allowed administmtive expenses, liom time to
time, includirg

(a) the actufll, necessary costs and expenses of preserving the business
and property ofthe debtor, including

(i) on) credit facility oblained by thedebtor;

(ii) wales, salaries or commissio[s for s€rvices rendered after the
appointment of adminislrato(

(iii) pa:,ment for raw rnaterials supplied to the debtor for its
bu!,inessiard

(iv) pa) ment for goods supplicd to the debtor inthe ordinary course
ofrts business: and

(b) the fe€s rmd expenses awardcd to the administrator under section 20

(2) Adminisradve expensesallowcd under lhis sectibn shallhave priority
over all other expense i and claims,

33. Hrtrdoysrof pmperty ofdcbtor lo sdmitristraaor.{1) Any person
in possessio[, custody or control ofa property that the administmtormay use, s€llor
lease under lhis Act shall deliver such propen] to the administrator or acconnt lbr
lhe vahre ofsuch property.

(2) Any person who owes a debt to the debtor, which is due for payment,
payablc on demand or Dayable on order, shall pay such debtto or onlhe order ofdre
adm in islrator, except 10 the extent that such debt may be apprcved by the ad m inistmlor
lo be offset against a claim of such pcrson against thc debtor.

(l) After no:ice and a hearing. tho Cou( may excuse compliance rvilh
any provision ofthis slction. ifrhc inreresls ol-creditors would b€ better served by
not handing over poss€ ision, cuslody orcontmlol'such pmperty lo the adm inistrator.

34. Avoidanr:e of tlansfeIs -{ I ) Excrpt as pmvided under suEsection (2).
an adminislrJtor may, ,.vith the approval ofthe Court, avoid a tmnsfer olan inlercst
ofthe debtor in pmperty in favour ofa creditor where such transfer-
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(a) is made on accounl ofan antcccdenl debl owed by the debtor before
such transfer;

(b) is made

(i) within six months before the date of the appoinrment of rhe
administralorlor

(iD ifthe crEditor is a'l insider, within one year beforc the date ofrhe
appointment of the administratoi and

(c) enables such creditor to receive more than what such cr€ditor would
have received otherwise.

(2) 'fhe administrator shall noiavoid a transfer where such transfer is.

(a) intended by lhc debtor end the crEdilor to be s conlempomneous
exchanSe for new value given lo lhe debtor and is a substantially
contempoaaneous exchatrge;

(b) mad€ in paynrcn( ol a debt rncurred by the debtor in the ordinary
couBe ofbus;ness and according to ordrnary business lerms; or

(c) for the bencfil ofa crcdilor lo th€ extent that such creditor gives new
value to or for the b€nefil ofthe dcblor subsequent to the tmnsfer.

(3) To the extent that a transfer is avoded under this section, thc Court
may allow the administratorto recover the property tmnsfened or the valueofsuch
prop€rly iiom the initial translbree or subscqucnt tralsfcree.

(4) For the purposes oflhis section the expression, "new volue" means

money worth ingoods, servicesornev/credit orreleased by a transferee ofproperq
previously transfened to such transferee in a transaction that is neither void nor
voidable by the administrator under law. including proceeds ofsuch propefty, but
does not include an obligalioD substituted tbr arr existing obligation.

35. Abatrdotrment of proper(y of debtor.--{l) After notice and a
hearin& thc adminisnator may abandon any propcrty oflhe debtor thal is burdensome

or that is of inconsequential va lue and b€nefit to lhc dcbtor

(2) On request olan interesled party and after notice and a hearing; the

Court mav order the sdminiskator to abandon any property of the debtor that is

burdensomc or that is ofinconscqucnlial value and benefit to the debtor.
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CHAPTER IV

Misc€lhneous

36. Act oot in demgetiotr.-This Act shall be in addirion to ard not in
derogation ofany other la\y.

37. Acl to ovorride contrect3, itrltrumeDts, Demoraodum ond
.rticl6.-Save as olherwise expressly provided in this Acl the provisions ofthis
Act shall haye effect r otwithstanding anything to the contrary contaihed in any
contrect, instrumenl femoasndum or articles ofa company or in any agreement
executed by a compan / or in any rEsolution passed b) rhe company in a geneml

meeting or by its directors, whelher the slme is registcred. cxcculcd or passed,

before or after the commencement oflhis Act.

38. Limitetn)n,-{l) Except as provided otherwise rn (his Acr, the
provisionsoftheLimitrtionAcLl908(lXofl908)shallapplytotheproceedings
under thisAct.

(2) Not\} i$slanding an)'thing contained in the Limitation Act, 1908 (lX of
1908), in computing thr: time within which an administrator may institutea suir for
the recovery ofany del)t due to the debtor, the period which elapscs bcrween the

fi ling ofa petjtion under th is Act and the passing oforder ofmed iation under th is Act
or period ofone year, v'hich ever be greater, shall be excluded.

39. Powcr to Equire delivery of propcrty.-Without prejudice to any

obligation imposed und(r any other provision,lhc Court may at an.,- time after pGsing
order ofmediation under this Act require ony trustee, receivcr, bankct agcnt, ollicer
or employee Dr formor )mcer or employee or auditor ofthe debtor to poy, deliv€r,
convey, surrcnder or tri nsfer fonh\+ith or $ ilhin such timc as the Coun directs. io
the administrator, if one has been appointed, any money, propcrty or books and
papers ncludinS docunrents in his hands to which debtor is prit d locie entitled,
which is not subject to:rny charge.

40. Powcr t. make rules.-The Minister-in-chargc o{ the Fcderal
Covcmmenl may, by nctification in the omcial Gazette, make such nrles as may be
necessary to carry oul the purposes of this Act.

41. Powcr to mrk€ rcgrlations.-The Commission may, by notification
in the official Cazetlc, nLakercgulations in rcspcct of lhe mafters express ly requLed
in this Act lo be prEscril,ed by the Commission.
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42. Power to issuc directiyes, circulars, guidclitres, etc.-The
Commission may, frorh time lo time, issu€ such dircctives, circulars and guidclincs
as may be necessary for carrying out the puposes ofthis Act, th€ rules orregulations
made thereunder,

43. Powerto rcmovedimcultie3.---lfany difficulty anses in giving effect
to the provisions ofthisAct, the Minist€r-in-charge oflhe Federal Govemmenl may,
by notification in dle official Gazette, make such order nol iuconsistent with the
provisiofls oflhis Act and as may be necessary to remove the difficulty.
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