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Resolving Insolvency Questionnaire – Karachi
www.doingbusiness.org

Dear Muzzafar Ahmed Mirza,

We would like to thank you for your participation in the Doing Business project. Your expertise in the area of insolvency in Karachi is essential to the success of the Doing Business report, one of the flagship publications of the World Bank Group that benchmarks business regulations in 190 economies worldwide. The resolving insolvency indicators, which measure the time, cost and outcome of insolvency proceedings involving domestic entities and the quality of the insolvency laws and regulations, are one of the 11 indicator sets published by the Doing Business report.

The report attracts much attention around the world. The latest edition, Doing Business 2018: Reforming to Create Jobs, was the 15th in a series of annual reports measuring the regulations that enhance business activity and those that constrain it. It received over 10,000 media citations within just a week of its publication on October 31, 2017. Within that same period the Doing Business website was viewed over a million times and the report was downloaded over 15,000 times. One hundred and nineteen economies implemented a total of 264 reforms easing the process of doing business. Europe and Central Asia continues to be the region with the highest share of economies reforming – i.e. 79%, followed by South Asia and Sub-Saharan Africa.

Governments worldwide read the report with interest every year, and your contribution makes it possible for the Doing Business project to disseminate the regulatory best practices that continue to inspire their regulatory reform efforts. In 2016/17, a total of 13 economies implemented insolvency reforms, as captured by the Resolving Insolvency indicator. 
We are honored to be able to count on your expertise for Doing Business 2019. Please do the following in completing the questionnaire:

· Be sure to update your name and address if necessary, so that we can mail you a complimentary copy of the report.

· Describe in detail any reform that has affected the process for resolving insolvency since June 1, 2017.

· Review the assumptions of the case study before updating last year's information in the questionnaire.

· Kindly return the questionnaire to dbinsolvency@worldbank.org.

We thank you again for your invaluable contribution to the work of the World Bank Group.

Sincerely,

	Klaus Koch

T: +1 (202) 473-9127

F: +1 (202) 473-5758


	Raman Maroz

T: +1 (202) 473-5508

F: +1 (202) 473-5758 

	Joseph Lemoine 

T: +1 (202) 458-8870

   F: +1: (202) 473-5758
	Nina Dannaoui 

T: +1 (202) 473-6612
F: +1 (202) 473-5758


Primary Contributor Information: Please check the box next to information you do not want us to publish.  

	
	Name
	

	
	Title (Mr., Ms., Dr.)
	Mr.
	[ Mr.    ]

	Do not publish   
	First Name

Last Name
	Muzzafar Ahmed
Mirza
	[Muhammad Maroof     ]
[ Bhatti    ]

	Never Published
	Position (e.g. manager, associate, partner)
	Head of the Prosecution and Legal Affairs Division, SECP
	[  Head of Advisory Department

Presecution and Legal Affairs Division

SECP   
]

	
	Profession (e.g. judge, lawyer, architect)
	Lawyer
	[ Lawyer    ]

	
	Contact details

	Do not publish 
	Firm name
	Securities and Exchange Commission
	[ Securities and Exchange Commission

of Pakistan    
]

	
	Website
	www.secp.gov.pk
	[ www.secp.gov.pk    ]

	Do not publish  FORMCHECKBOX 

	E-mail address
	muzzafar.mirza@secp.gov.pk
	[ maroof.bhatti@secp.gov.pk    ]

	Do not publish  FORMCHECKBOX 

	Phone
	92-51-111-117-327
	[ 0092 51 111 117 327    ]

	Never Published
	Fax
	[+92-51-9100480
	[  0092 51 9100480   ]

	
	Mobile phone 
	0321-3444426
	[  0092 345 5100110   ]

	Do not publish  
	Firm Address
	
	
	

	Street
	Securities and Exchange Commission of Pakistan (SECP) 63, Jinnah Avenue, Blue Area, NICL Building,2º
	[     ]
	P.O. Box 
	
	[  Securities and Exchange Commission

of Pakistan, 63, Jinnah Avenue 1st Floor NICL Building    
]

	City
	Islamabad
	[     ]
	State/ Province
	
	[ Islamabad    ]

	Zip/Postal code
	44000
	[     ]
	Country
	Pakistan
	[ Pakistan    ]
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Paperless Option for Complimentary Report and Certificate 

Last year contributors saved nearly half a million pieces of paper by selecting the paperless report option. We welcome you to join us in conserving resources:
  Please e-mail me an electronic copy of the report and my certificate of appreciation, rather than mailing me a paper copy.
Referrals: Please help us expand our list of contributors by referring us to other experts in the private or public sector (lawyers, notaries, public officials or any expert on this field) who can respond to the questionnaire.

	First name
	Last name
	Position
	Firm
	Address
	Phone
	E-mail

	[      ]
	[      ]
	[      ]
	[      ]
	[      ]
	[      ]
	[      ]

	[      ]
	[      ]
	[      ]
	[      ]
	[      ]
	[      ]
	[      ]


1. DEFINITIONS OF TERMS USED IN THIS QUESTIONNAIRE
In completing sections 4 and 5 of the questionnaire, please keep in mind the following definitions:

“Foreclosure” is a process through which a secured creditor brings a claim in court demanding to recover the balance of a secured loan when the debtor fails to make payment. The claim is satisfied through sale of the assets used as collateral. For the purpose of this study, foreclosure refers to a substantive review by a court of the merits of the creditor’s claim and the debtor’s possible defense in formal court proceedings, as well as the subsequent enforcement of the judgment through sale of the assets. Foreclosure includes enforcement of security interests other than real estate mortgages.

“Insolvency” means that a debtor is generally unable to pay its debts as they mature and/or that its liabilities exceed the value of its assets.

“Insolvency representative” is a person or body (including one appointed on an interim basis) authorized in insolvency proceedings to administer, supervise, oversee or monitor the reorganization or the liquidation of the insolvency estate.

“Liquidation” is a process of assembling and selling the assets of an insolvent debtor in order to dissolve it and distribute the proceeds to its creditors. Liquidation may include the piecemeal sale of the debtor’s assets or the sale of all or most of the debtor’s assets as a going concern. For the purpose of this study, the term Liquidation refers only to formal in-court proceedings and does not include voluntary winding up of a company.

“Post-commencement credit” refers to new funding provided to an insolvent company after the start of insolvency proceedings by existing or new creditors to finance the on-going operations of the insolvent company during the insolvency process. For the purpose of this study, the term post-commencement credit does not include new loans offered as part of a reorganization plan.

“Receivership” is the process of appointment by a court, a contract or a government official of a receiver to take custody of the property, business, rents and profits of a debtor that has breached the terms of its borrowing from a creditor with an enterprise charge. A receiver may be authorized to continue the debtor’s business before selling the business as a going concern or before selling the assets separately to satisfy the debt. For the purpose of this study, the term receivership refers only to formal in-court proceedings.

“Reorganization” is a process through which the financial well-being and viability of a debtor's business may be restored based on a reorganization plan, so that the business can continue to operate through means that may include debt forgiveness, debt rescheduling, debt equity conversions and sale of the business (or parts of it) as a going concern. For the purpose of this study, the term reorganization refers only to formal in-court proceedings available to all commercial debtors and does not include schemes of arrangement, out-of-court agreements with creditors or reorganization before administrative bodies.

“Reorganization plan” is a plan by which the financial well-being and viability of the debtor’s business can be restored.

2. REFORMS AND STATISTICS 

2.1. Have there been any reforms in the area of corporate insolvency between June 1, 2017, and now, including any developments in the laws or practices relating to foreclosure, liquidation or reorganization? Please describe. 
	Response
	Description

	  FORMDROPDOWN 

	 The Corporate Restructuring Companies Act, 2016 has been promulgated by the Legislature and Corporate Rehabilitation Act, 2018 has been passed by the Parliament in March 2018.


2.2. Are any reforms in the area of corporate insolvency expected to come into effect prior to May 1, 2018, or in the longer term? Please describe.
	Response
	Description

	 FORMDROPDOWN 

	 The Corporate Rehabilitation Act, 2018 has been promulgated in March this i.e. 2018. 


2.3. How many insolvency cases involving commercial entities did you or your firm handle in 2017? Please count all foreclosure, liquidation and reorganization proceedings completed between January 1 and December 31, 2017, or pending as of December 31, 2017.
	Response
	Precise number or approximate estimate

	  FORMDROPDOWN 

	 Securities and Exchange Commission of Pakistan(SECP) being a regulator of the corporate entities is party to all the liquidation proceedings filed before the Courts by the creditors.   


2.4. How many insolvency cases against commercial entities were filed in your economy in 2017? Please provide the estimates for foreclosure, liquidation and reorganization proceedings separately. Please note that we do not consider cases that involve unincorporated sole proprietorships.
	Response
	Precise number or approximate estimate

	  FORMDROPDOWN 

	 Majority of the winding up petitions are being filed by the creditors and in case of regulatory non-compliance under the Companies Act, 2017, winding up petitions are filed by SECP.    


2.5. In your opinion, what proportion of distressed businesses filing for insolvency continued to operate as a going concern upon completion of insolvency proceedings in 2017, including sale as a going concern through liquidation as well as through reorganization? Please provide details in the comments section, if any, or reference to available statistics.
	Response
	Comment

	  FORMDROPDOWN 

	 Corporate Restructuring Companies Act, 2016 has been promulgated and  Corporate Rehabilitation Act, 2018 has also been promulgated. Both the specialized law are in line with the subject matter which will fill gaps and finnancially distressed entities will continue to operate as going concern.


3. CASE STUDY ASSUMPTIONS
Please answer the questions in section 4 of this questionnaire on the basis of the case study assumptions below.
(a) Mirage is a local limited liability company that runs a hotel in Karachi; its only asset and source of income is the hotel property. The value of the hotel is PKR 21,563,927. On January 1, 2012, Mirage signed a 10-year loan agreement with BizBank, a local bank. The loan was secured by the hotel property and/or by a universal business charge (an enterprise charge) in those economies where this type of collateral is allowed. BizBank’s outstanding credit is PKR 21,563,927, which represents 74% of Mirage’s total outstanding debt. The outstanding amount owed to BizBank is exactly equal to the market value of the hotel business.

(b) Unsecured creditors (e.g. suppliers, tax authorities and employees) hold the remaining 26% of Mirage’s debt, which is equivalent to PKR 7,576,515. Among unsecured creditors, the largest group is Mirage’s suppliers (50 in total), all of which are owed payment for their last deliveries.

(c) Mirage’s founder owns 51% of the company and is the chairman of its board of directors (or equivalent supervisory body). No other shareholder holds more than 5% of the voting power. The company has a professional general manager and 201 employees. All parties in this scenario are local entities or citizens. The founder and Mirage’s management both want to keep the firm operating. 

(d) Today is January 1, 2018. Since the execution of the loan agreement with BizBank, Mirage has met all conditions of its loan and made all payments on time. However, at the end of 2017, Mirage experienced an unexpected operating loss due to worsened market conditions. As a result, Mirage will default on its next loan payment to BizBank, which is due tomorrow, January 2, 2018. Mirage can neither obtain a new loan from another financial institution nor renegotiate its current loan with BizBank.

(e) The company expects to have negative net worth and operating losses in both 2018 and 2019. The company’s expected 2018 cash flow will cover all operating expenses, including supplier payments, salaries, maintenance costs and taxes. It will not cover principal or interest payments to BizBank.

(f) If Mirage is sold as a going concern (i.e. as a business that has the resources needed in order to continue to operate in the foreseeable future), it would fetch 100% of its current market value. But if Mirage’s assets are sold piecemeal, they would fetch only 70% of Mirage’s current market value.

4. CHOICE OF PROCEDURE, APPLICABLE LAWS AND GENERAL ESTIMATES 
Please update the data in this section on the basis of the case study assumptions in section 3. For your convenience, we have included, where available, a summary of the responses provided by our contributors last year to the same questions. Because they represent the responses from all Doing Business contributors in your economy, they may not match the specific answers that you or colleagues in your firm provided last year.

4.1. According to common practice in Karachi, which in-court procedure is most likely to apply in Mirage's case? Please explain why, in your opinion, this would be the most likely procedure. Please refer to definitions of possible procedures in section 1.
	Last Year 
	This Year 

	Procedure
	Comment
	Procedure
	Comment

	Foreclosure
	After Mirage's default on payment, the BizBank will bring a recovery action (foreclosure proceedings) under Section 9 of the Financial Institutions (Recovery of Finances) Ordinance 2001, against the Mirage at the Banking Court. This is the most effective way for BizBank to recoup its investment with the security interest over Mirage's assets.  
	 FORMDROPDOWN 

	 The option under Companies Act, 2017 is adopted under current legal regime i.e. Companies Act, 2017 such defaults trigger the winding up proceedings under section 301 & 304 and other enabling provisions of the Companies Act, 2017. The effect of which leads to liquidation of the assets of the defaulting company and sale proceed is distributed amongst the creditors. However, after the promulgation of Corporate Rehabilitation Act 2018 additional options of re-organization/restructuring/rehabilitation of Business of Mirage is also available to the creditors and defaulting company as well.    



4.2. Which court will be involved in Mirage’s case? For example, Mirage's management applies to a city court for reorganization or BizBank commences judicial foreclosure proceedings in a commercial court. 
	Last Year
	This Year

	Banking Court based on the outstanding debt amount of less than PKR 50,000,000.
	 According to Companies Act 2017, section 5, provides; The Court having jurisdiction under this Act shall be the High Court having jurisdiction in the place at which the registered office of the company is situated. 
Under the Corporate Rehabilitaton Act, 2018 which is an insolvency Law, High Court having territorial jurisdiction will handdle the Mirage Case. 



4.3. Based on the procedure you selected in question 4.1, will the hotel be able to continue operating upon completion of the entire insolvency process? Please explain why, in your opinion, this would be the most likely outcome. Please note that the hotel may survive as a going concern either through continuation of its operations or through a sale as an operating whole. Going concern means that a business has the resources and viability needed in order to continue to operate in the foreseeable future.

	Last Year 
	This Year 

	Response
	Comment
	Response
	Comment

	No, the hotel will stop operating and Mirage assets will be sold piecemeal
	After Court's decision on Mirage's case, BizBank would gain possession of Mirage's assets and sell them piecemeal in a public auction by the court appointed auctioneer. The hotel will stop operating. 
	 FORMDROPDOWN 

	 In terms of section 20 and section section 21 of the Corporate Rehabilitation Act, 2018 an administrator may be appointed to management of the affairs of Mirage.


4.4. Based on the procedure you selected in question 4.1, how long will the entire insolvency process take? Please provide the most likely estimate based on your experience. Please, indicate in detail the main procedural steps required to complete the entire process and how much time each procedural step will take in practice. The time begins at the moment of Mirage’s default and ends when BizBank is repaid all or some of the money owed to it. If the procedure is reorganization, the timeframe ends when the reorganization plan is approved. If the initial procedure is converted from one to another, please take into account the time of the second procedure as well.
	Last Year 
	This Year 

	Response
	Comment
	Response
	Comment

	33 months
	The foreclosure procedure until BizBank is repaid some or all of the money owed to it takes approximate 2.8 years. BizBank would initiate foreclosure 3 months after Mirage's default. The Court will then review the case, notify all relevant parties, hold a hearing and appoint an official receiver. This period usually takes about 4 months. Then it takes approximate half a year for the court appointed official receiver to finalize creditors' claims and an additional 4 months to have the court's final decision made. The court would then appoint an auctioneer to conduct the sale of Mirage's assets. Execution of the auction sale until BizBank is repaid takes around 1 year.
	18 months
	 Under Corporate Rehabilitation Act, 2018 each strep has been linked with a certain timespan and further the High Court in terms of section 3 of the Corporate Rehabilitation Act has required the High Court to hear the case on day to day basis. 
Under section 6 of the Companies Act, 2017 all matters coming before the Court under the said Act shall be disposed off as expeditiously as possible but not later than ninety days from the date of presentation of the petition or application to the Court. In addition, the aforesaid provision of the Act also stipulates that the Court shall in all the matters before it follow the summary procedure. Once the winding up order is passed and official liquidator is appointed under section 319 of the Companies Act, 2017 he is bound to complete the winding up proceeding within 12 months extendable by the Court for a further period of six months.   



4.5. Based on the procedure you selected in question 4.1, how much will the entire process cost? Please provide the most likely estimate based on your experience. The estimate below should be expressed as percentage of the value of Mirage’s estate, which is PKR 21,563,927. Please indicate the applicability of and the estimates for the following cost components: court fees, fees of lawyers, insolvency representatives, auctioneers and other professionals involved in the proceedings, and all other applicable fees and costs. Not all of the fee categories listed below may be applicable in your country. If the initial procedure is converted from one to another, please take into account the cost of the second procedure as well.
	
	Last Year 
	This Year 

	
	Response
	Comment
	Response
	Comment

	Total Cost
	4%
	The costs associated with the case would amount to approximately 4% of the value of the debtor's estate. Cost incurred during the entire insolvency process mainly include court or government agency fees (0.1%), attorneys’ fees (2%), costs of notification and publication (<1%), fees of accountants, assessors, inspectors and other professionals (1%), and fees of auctioneers (1%).
	    4 %
	   Same as last year  

	Court fees
	      %
	 Court fee is determined in accordance with the value of the suit and the maximum fee is Rs 15,000/- 

	Attorney's fees
	      %
	 Not fixed. Depends upon the nature of the proceedings and quantum of work involved.   

	Fees of insolvency representative or receiver
	      %
	 Remuneration of official liquidator is fixed by the Court by way of percentage of amount realised by him by disposal of the assets or otherwise as may be fixed by the Court, having regard to the amount and nature of work actually done.         

	Auctioneer's fees
	      %
	 Remuneration of auctioneer is also in discretion of the court and is always determine keeping in view the work done by him.     

	Fees of accountants and other professionals
	      %
	 Under the Companies Act, 2017, the concept of joint official liquidator exists which requires appointment of legal and other professionals including the Chartered Accountants and their remuneration is fixed in accordance with section 317 of the Act.    

	Other (please specify)
	      %
	      


4.6. What laws and supporting regulations/rules will apply in Mirage's case?
	Last Year
	This Year

	Provincial Insolvency Act 1920, Companies Ordinance, 1984, Financial Institutions (Recovery of Finances) Ordinance, 2001
	   The Corporate Rehabilitation Act, 2018 will be appliable.   


5. LEGAL FRAMEWORK
This section focuses on the legal framework applicable to judicial REORGANIZATION and LIQUIDATION of commercial entities (consumer or personal insolvency excluded) in your economy. When answering the questions in this section, please keep in mind the applicable legal framework and specify the relevant article of the law for each answer. If the legal framework has no provisions explicitly addressing the questions below, please indicate so in your answers. For your convenience, we have included a summary of the responses provided by our contributors last year to the same questions. Because they represent the responses from all Doing Business contributors in your economy, they may not match the specific answers that you or colleagues in your firm provided last year. Please refer to section 1 for definitions of legal terms used below. 

5.1. Commencement of proceedings
5.1.1. What insolvency procedures are available to a DEBTOR when commencing insolvency proceedings?
	Last Year
	This year

	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	(b) Debtor may file for liquidation only
	Section 304 of the Companies Act establishes that an application to the Court for the winding up of a company shall be by petition presented by the company. According to Article 305, the right to present winding up petition where company is being wound up subject to Court’s supervision, a petition for its winding up by the Court may be presented by any person authorized to do so under section 304 and subject to the provisions of that section. According to Article 306, a winding up of a company by the Court shall be deemed to commence at the time of the presentation of the petition for the winding up. 
	 FORMDROPDOWN 

	 In terms of section 8 of the Corporate Rehabilitation Act, 2018 both the debtor and qualifying creditor can file petition before the High Court having territorial Jurisdiction.


5.1.2. Does the insolvency framework allow a CREDITOR to file for insolvency of the debtor?
	Last Year
	This year

	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	(b) Yes, but a creditor may file for liquidation only
	Section 304 of the Companies Act establishes that an application to the Court for the winding up of a company shall be by petition presented by any creditor or creditors (including any contingent or prospective creditor or creditors). 
	 FORMDROPDOWN 

	 In terms of section 8 of the Corporate Rehabilitation Act, 2018 both the debtor and qualifying creditor can file petition before the High Court having territorial Jurisdiction.


5.1.3. What basis for commencement of insolvency proceedings is allowed under the insolvency framework? If different tests are available in your economy for different proceedings, please explain the distinctions in the comment section.
	Last Year
	This year

	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	(a) Debtor is generally unable to pay its debts as they mature
	Section 301 of the Companies Act establishes that a company may be wound up by the Court if the company is unable to pay its debts. Section 302 of the Companies Ordinance establishes the definition of inability to pay debts.
	 FORMDROPDOWN 

	In terms of section 6 of the Corporate Rehabilitation Act, 2018 threshold of debts not less than one hundred million has been provided.

Additionally, for qualifying creditors threshhold of two third of the value of the assets of debtor has been specified.



5.2. Management of debtor's assets 
5.2.1. Does the insolvency framework explicitly provide for the continuation of existing contracts supplying essential goods and services to the debtor (goods and services necessary for the survival of the business)?
	Last Year
	This year

	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	No
	Section 337 of the Companies Act establishes that the liquidator in a winding up by the Court shall have power, with the sanction either of the Court or of the committee of inspection to carry on the business of the company so far as may be necessary for the beneficial winding up thereof. However, there are no specific provisions on continuation of contracts.
	 FORMDROPDOWN 

	 In terms of section 20 to section 28 an administrator has beeeb given ample to review the existing contracts and their coninuation and the administrator can with the prior approval of the Court, assume or reject any executory contract or unexpired lease of the debtor. 
Additionally, administrator has been empowered to take finance for the purposes of running the business of debtor.  



5.2.2. Does the insolvency framework explicitly provide for the rejection by the debtor (or by insolvency representative or by court on debtor’s behalf) of overly burdensome contracts (the cost of performance is greater than the benefit to be received), where both parties have not fully performed their obligations?
	Last Year
	This year

	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	Yes
	Section 392 of the Companies Act allows the liquidator to disclaim onerous property, including unprofitable contracts. 
	 FORMDROPDOWN 

	 In terms of section 20 to section 28 an administrator has beeeb given ample to review the existing contracts and their coninuation and the administrator can with the prior approval of the Court, assume or reject any executory contract or unexpired lease of the debtor. 

Additionally, administrator has been empowered to take finance for the purposes of running the business of debtor.  



5.2.3. Does the insolvency framework explicitly provide for the avoidance (invalidation) of the following transactions concluded before the filing for insolvency/commencement of insolvency proceedings?
	
	Last Year
	This year

	
	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	(a) Preferential transactions, which resulted in a creditor obtaining more than its pro rata share of the debtor’s assets and which occurred when the debtor was insolvent or resulted in the debtor becoming insolvent
	Yes
	Section 393 of the Companies Act establishes that any conveyance, mortgage, delivery of goods, payment, execution or other act relating to property made or done by or against a company within six months before the commencement of its winding up which, had it been made or done by or against an individual within six months before the presentation of an insolvency petition on which he is adjudged insolvent, would be deemed in his insolvency a fraudulent preference, shall in the event of the company being wound up, be deemed a fraudulent preference of its creditors and be invalid accordingly.
	 FORMDROPDOWN 

	  At a first instance an administrator is reqired to take unsecured debt or unsecured credit allowable as administrative expense.

However, if he is unable get unsecured creditfor debtor, administation committee may allow administrator, on such terms and conditions as deemed appropriate nby Committees, to obtain credit secured by superior or equal security interest on property of debtorthat is subject to existing security interest.

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


	(b) Undervalued transactions, which were made as a gift or in exchange for less than equivalent value and which occurred when the debtor was insolvent or resulted in the debtor becoming insolvent
	Yes
	Section 391 of the Companies Act establishes that except when an order to the contrary is passed by the Court (a) every transfer of shares and alteration in the status of a member made after the commencement of winding up shall, unless approved by the liquidator, be void; any transfer or disposition of property, including actionable claims of the company, not being a transfer or delivery made in the ordinary course of its business or in favour of a purchaser or encumbrancer in good faith and for valuable consideration, if made within a period of one year before the presentation of a petition for winding up by the Court or the passing of a resolution.
	 FORMDROPDOWN 

	 Under the Corporate Rehabilitation Act, 2018 and Corporate Restructuring Companies Act 2016 an administrator with the approval of the Court can avoid such transfers. The parties also including creditor can also approach the Court having all civil, criminal and company jurisdiction can pass injunction to this effect.      


5.2.4. Does the insolvency framework explicitly provide for the possibility of the debtor obtaining credit after commencement of insolvency proceedings (post-commencement credit) to finance its on-going needs during the proceedings? The term post-commencement credit does not include new loans offered as part of a reorganization plan, but includes loans issued after commencement of insolvency proceedings and before approval of a reorganization plan.
	Last Year
	This year

	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	No
	The only relevant provision is Section 333 of the Companies Ordinance, which establishes that subject to any general or special direction of the Court or of the committee of inspection, the liquidator in winding up by the Court shall have power to raise on the security of the assets of the company any money requisite. However, this is different from regular post-commencement credit provisions. 
	 FORMDROPDOWN 

	     Under the Corporate Rehabilitation Act, 2018 the administrator may raise unsecured finance. However, to the extent allowed by the administration committee, he can obtain credit to meet the financial needs of the debtor.     


5.2.5. Does the insolvency framework assign priority to post-commencement credit?
	Last Year
	This year

	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	N/A
	There is no specific provision in this regard.
	 FORMDROPDOWN 

	Under the Corporate Rehabilitation Act 2018, requires the administrator to obtain credit which is unsecured and in case he could not get unsecured credit then with the approval of creditor's committee he can get credit secured by a superior or or equal security interest on the property of the debtor.   


5.3. Reorganization Proceedings
5.3.1. Which creditors vote on the proposed reorganization plan?
	Last Year
	This year

	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	N/A
	There is no judicial reorganization in Pakistan.
	 FORMDROPDOWN 

	 Under section 279 of the Companies Act, 2017 provides for the complete procedure for the compromise, arrangment and reconstruction by the Court.

Under Corporate Rehabilitation Act, 2018 "qualifying creditors means one or more creditors holding unpaid and overdue claims for an aggregate amount of not less than two-third of the value of assets of the debtor as per its latest balance sheet.
In terms of section 13 of the Corporate Rehabiltation Act, a class of creditors shall be deemed to have accepted the reorganization/ plan of rehabilitation in case such plan of rehabilitation has been accepted by the creditors holding at least two third in value of such class.      



5.3.2. Does the insolvency framework require that the following provisions must be followed in order for the reorganization plan to be approved?
	
	Last Year
	This year

	
	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	(a) Creditors entitled to vote on the reorganization plan are divided into classes according to their respective rights
	N/A
	There is no judicial reorganization in Pakistan.
	 FORMDROPDOWN 

	 Section 279 of the Companies Act, 2017, enables the class of creditors to enter into an arrangement with the company for re-organization. 

Under the Corporate Rehabilitation Act 2018 the mediator appointed by the Court shall carry out mediation between the debtor and creditors or different classes of creditors to achieve acceptance of the plan of rehabilitation.  
In terms of section 13 of the Corporate Rehabiltation Act, a class of creditors shall be deemed to have accepted the reorganization/ plan of rehabilitation in case such plan of rehabilitation has been accepted by the creditors holding at least two third in value of such class.         


	(b) Each class of creditors votes separately
	N/A
	There is no judicial reorganization in Pakistan.
	 FORMDROPDOWN 

	 Section 279 of the Companies Act, 2017, enables the class of creditors to enter into an arrangement with the company for re-organization. 

Under the proposed Corporate Rehabilitation Bill 2018 the mediator appointed by the Court shall carry out mediation between the debtor and creditors or different classes of creditors to achieve acceptance of the plan of rehabilitation.
In terms of section 13 of the Corporate Rehabiltation Act, a class of creditors shall be deemed to have accepted the reorganization/ plan of rehabilitation in case such plan of rehabilitation has been accepted by the creditors holding at least two third in value of such class.                


	(c) Creditors of the same class receive the same treatment under the reorganization plan
	N/A
	There is no judicial reorganization in Pakistan.
	 FORMDROPDOWN 

	    Section 279 of the Companies Act 2017, enables the class of creditors to enter into an arrangement with the company for re-organization. 

Under the proposed Corporate Rehabilitation Bill 2018 the mediator appointed by the Court shall carry out mediation between the debtor and creditors or different classes of creditors to achieve acceptance of the plan of rehabilitation.
In terms of section 13 of the Corporate Rehabiltation Act, a class of creditors shall be deemed to have accepted the reorganization/ plan of rehabilitation in case such plan of rehabilitation has been accepted by the creditors holding at least two third in value of such class.  
Further, a class is not impaired under a plan of rehabilitation and each holder of claim or interest of such class are conclusively persumed to have accepted the plan and solicitation of acceptance with respect to such class from the holders claims or interests of such class is not required.              



5.3.3. Does the insolvency framework require that a reorganization plan must specify that the anticipated return to dissenting creditors will be at least equal to the return that they would obtain in a liquidation?
	Last Year
	This year

	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	N/A
	There is no judicial reorganization in Pakistan. 
	 FORMDROPDOWN 

	 As the rehabilitation process is being governed by the High Court, therefoe, it may pass such order as may deem appropriate, however, if a class of creditors has approved the rehabilitation plan with the majority two third then it will bind all the creditors falling in that class.

 Under section 279 of the Companies Act, 2017, if a majority in number representing three-fourths in value of the creditors or class of creditors agree to any compromise or arrangement, the same shall, if sanctioned by the Court, be binding on all the creditors or the class of creditors as the case may be and also on the company.

Under the Corporate Rehabilitation Act 2018 a class of creditors shall be deemed to have accepted a plan of rehabilitation if such plan is accepted by the creditors holding at least two-thirds in value of such class and the dissenting members are bound by the decesion taken with respect to two third majority of each class of creditors.    



5.4. Creditor participation
5.4.1. Does the insolvency framework explicitly require that creditors (through either a decision of the creditors’ meeting or a decision of the creditors’ committee) appoint the insolvency representative or approve/ratify/reject the appointment of the insolvency representative? 
	Last Year
	This year

	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	No
	The Liquidator is Court appointed. Section 315 of the Companies Act establishes that for the purpose of this Ordinance, so far as it relates to the winding up of companies by the Court, the Court shall maintain, from amongst persons recommended by the Commission, a panel of persons from whom it shall appoint a provisional manager or official liquidator of a company ordered to be wound up by the Court.
	 FORMDROPDOWN 

	 Under the Corporate Rehabilitation Act, 2018 an insolvency expert will be appointed by the Court from the panel maintained by the Securities and Exchange Commission of Pakistan in consultation with the State Bank of Pakistan. In case any creditor has objection (on account of conflict of interest or other valid reasons) on the appointment of insolvency expert then Court has inherent powers to appoint another person as insolvency expert.
In terms of section 3 of the Corporate Rehabilitation Act, Insolvency experts are subject to code of conduct.

Further, once the insolvency expert is appointed and in order to assist him in preparing plan of rehabilitation creditor's and shareholder'committees are made for equal respresentation of creditors and shareholders.      



5.4.2. Does the insolvency framework explicitly require that creditors (through either a decision of the creditors’ meeting or a decision of the creditors’ committee) approve the sale of substantial assets of the debtor, if such sale is made in the course of the insolvency proceedings? 
	Last Year
	This year

	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	Yes
	Section 183 of the Companies Act establishes that the liquidator in a winding up by the Court shall have power, with the sanction either of the Court or of the committee of inspection to sell the  movable and immovable property and things in action of the company by public auction or private contract, with power to transfer the whole thereof to any person or company or to sell the same in parcels. Committee of inspection represents the creditors. 
	 FORMDROPDOWN 

	 Under the Corporate Rehabilitation Act 2018 Section 28 the administrator can sale use and lease out property in the ordinary course of business of debtor.

However,  the administrator can sale use and lease out property in manner other than normal the ordinary course of business of debtor only after in consultation with the administration committees i.e. creditor and shareholder committee.  



5.4.3. Does the insolvency framework explicitly provide that an individual creditor has the right to request at any time information from the insolvency representative on the debtor’s business and financial affairs?
	Last Year
	This year

	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	No
	Section 338 of the Companies Act establishes that the official liquidator of a company which is being wound up by the Court shall keep, in the manner prescribed, proper books and papers in which he shall cause to be made entries or minutes of proceedings at meetings and of such other matters as may be prescribed, and any creditor or contributory may, subject to the control of the Court, personally or by his agent inspect any such books.Section 412 of the Companies Ordinance establishes that after an order for a winding up by or subject to the supervision of the Court, the Court may make such order for inspection by creditors and contributories of the company of its documents as the Court thinks just, and any documents in the possession of the company may be inspected by creditors.

Therefore, access to the records is subject to the court’s discretion. 
	 FORMDROPDOWN 

	 Under the Corporate Rehabilitation Act 2018 the right is available. Under Clause (j) of sub-section (1) of section 23 the administrator (insolvency Expert) is bound to provide such information with regard to property and business of the debtor as is requested by an interested party.    


5.4.4. Does the insolvency framework explicitly provide that an individual creditor has the right to object to the decision accepting or rejecting its own claims AND claims of other creditors?
	Last Year
	This year

	Response
	Comment/Legal Basis
	Response
	Comment/Legal Basis

	Yes
	Section 389 of the Companies Act establishes that in the winding up of an insolvent company the same rules shall apply as applicable to individual bankruptcies. Section 50 of the Insolvency Act establishes that: (1) Where the receiver thinks that a  debt has been improperly entered in the schedule, the Court may, on the application of the receiver and after notice to the creditor, and such inquiry (if any) as the Court thinks necessary, expunge such entry or reduce the amount of the debt. (2) The Court may also, after like inquiry, expunge an entry or reduce the amount of a debt upon the application of a creditor where no receiver has been appointed, or where the receiver declines to interfere in the matter or, in the case of a composition or scheme, upon the application of the debtor. 
	  FORMDROPDOWN 

	  Under the Corporate Rehabilitation Act 2018 a class of creditors shall be deemed to have accepted a plan of rehablitation if such plan is accepted by the creditors holding at least two-thirds in value of such class.
In this way every creditor is provided with the opportunity to object and reject his or other persons claims but the same is decided by the majority of two third.     



6. ADDITIONAL RESEARCH
This section focuses training and education of judges, insolvency representatives, insolvency practitioners and the community in general in your jurisdiction. Where appropriate, please provide references to specific legal provisions. If the legal framework has no provisions explicitly addressing the questions below, please indicate so in your answers. If a question refers to practical application of laws and regulations, please provide an answer based on your experience. 

A. Education and training for Insolvency Judges
6.1. What are the legal requirements to be appointed as a Judge with jurisdiction over insolvency proceedings? 

	Please select all applicable options

	 FORMCHECKBOX 
 (a) The same requirements to be appointed as a judge with no specialized jurisdiction. 
          Please specify what are the requirements: The judges are normally appinted who posses deep knowledge of corporate Laws and Bankcruptacy Laws     

	 FORMCHECKBOX 
  (b) A minimum number of years of practical experience is required by law. 

          Please specify how many years of experience are required:  10 years as Advocate High Court   

	 FORMCHECKBOX 
  (c) Law degree.

	

	 FORMCHECKBOX 
  (d) Specialization/postgraduate degree.

	 FORMCHECKBOX 
   (e) A qualification exam to be an insolvency judge.

	 FORMCHECKBOX 
  (f) The legal framework is silent on this issue.

	 FORMCHECKBOX 
  (g) Other, please specify below.

	Please provide details and the legal basis for the answers above

	      


6.2.  When changes to the insolvency legal framework are introduced (i.e. new insolvency law, new insolvency procedure, new companies act regulating insolvency) how are they conveyed to the judges and court staff?

	Please select all applicable options

	 FORMCHECKBOX 
  (a) Dissemination campaign (e.g. social media, billboards, etc.).

	 FORMCHECKBOX 
  (b) Training/workshops.

	 FORMCHECKBOX 
  (c) Through public broadcast (e.g. TV, radio, etc.).

	 FORMCHECKBOX 
  (d) None of the above.

	 FORMCHECKBOX 
  (e) Other, please specify below.

	Please provide details

	  Federal Judicial Academy is a specialized forum for judges training and related matters    


6.3. Are judges with jurisdiction over insolvency cases provided with specialized training when a new insolvency law or regulation is implemented? 

	Response
	Please provide details and the legal basis if applicable

	  FORMDROPDOWN 

	    The law enforcement agency like SECP arranges work shops for them. In addition to this Federal and Provincial Judicial Academies arange speceilzed training for them which include pre-service training, in-service training, capacity building training, short specialized training courses workshops &Seminars.  


	If the answer to the question above is "Yes", please answer the following question:
	Comment

	6.3.1. What are the topics usually covered in specialized training offered to judges with jurisdiction over insolvency cases? 
	  In this regard the judges are explained with the key new features and key new requirements which have been promulgated under the new law.    


6.4. Do newly appointed judges, with jurisdiction over insolvency cases, receive specialized training on the core areas of insolvency law before or right after their appointment? 

	Response
	Please provide details and the legal basis if applicable

	  FORMDROPDOWN 

	 Federal and Provincial judicial academies of Pakistan arranges such specialized training on need to need basis which include pre-service training, in-service training, capacity building training, short specialized training courses workshops &Seminars   


	If the answer to the question above is "Yes", please answer the following questions:
	Response
	Comment/Legal Basis

	6.4.1. Specify how frequent these trainings are:
	 FORMDROPDOWN 

	   Federal judicial Academy decides.   

	6.4.2. Is the specialized training of newly appointed judges on the core areas of insolvency law mandatory by the legal framework, the procedural rules or the regulations of the supreme court? 
	 FORMDROPDOWN 

	 Although, it not mandatory but the judges dealing with company matters and bancruptacy matters posses an expert understanding however, given special training on specialized insolvency law requirements  which include pre-service training, in-service training, capacity building training, short specialized training courses workshops &Seminars. 

	6.4.3. Which body is responsible for the design, content and delivery of judicial training?
	 FORMDROPDOWN 

	Federal as well as Provincial Judicial Academies      


6.5. Do existing judges, with jurisdiction over insolvency cases, receive specialized training on novel issues related to insolvency law (i.e. new trends in the interpretation/application of the insolvency law) on a regular basis?

	Response
	Please provide details and the legal basis if applicable

	  FORMDROPDOWN 

	 Federal Judicial Acedemy trains the judges in this respect. 


	If the answer to the question above is "Yes", please answer the following questions:
	Response
	Comment/Legal Basis

	6.5.1. Specify how frequent these trainings are:
	 FORMDROPDOWN 

	  Federal Judicial Academy decides on need to need basis.   

	6.5.2. Is the specialized training of existing judges on novel issues related to insolvency law mandatory by the legal framework, the procedural rules or the regulations of the supreme court? 
	 FORMDROPDOWN 

	 Although, it not mandatory but the judges dealing with company matters and bancruptacy matters posses an expert understanding however, given special training on specialized insolvency law requirements  which include pre-service training, in-service training, capacity building training, short specialized training courses workshops &Seminars.     

	6.5.3. Which body is responsible for the design, content and delivery of judicial training?
	 FORMDROPDOWN 

	  Federal as well as Provincial Judicial Acadmies decide with the consultation of the Chief Justice of Pakistan and Chief Justice(s) of the relevant Provices.   


6.6. Is there a training manual available for judges with jurisdiction over insolvency cases? 

	Response
	Please provide details 

	  FORMDROPDOWN 

	 Federal as well as Provincial Judicial Academies train the judges with the respect to spcialised laws such as Banking, Taxation and Insolvency.  


B.  Education and training for insolvency representatives
For the purposes of this section, Insolvency representative is a person or body authorized in insolvency proceedings to administer, supervise, oversee or monitor a reorganization or a liquidation proceeding of an insolvency estate.

6.7. What are the legal requirements to be appointed as insolvency representative in your jurisdiction? 

	Please select all applicable options

	 FORMCHECKBOX 
   (a) The legal framework is silent on this issue.

	 FORMCHECKBOX 
  (b) A minimum number of years of professional experience in the insolvency area is required by law. 

       Please specify how many years of experience are required:   15 years experience in the field of accountancy, banking, finance, law, management and sound knowledge of insovency practicces  of the Country.   

	 FORMCHECKBOX 
 (c) Law degree.

	 FORMCHECKBOX 
 (d) Specialization/postgraduate degree.

	 FORMCHECKBOX 
  (e) Must pass a qualification exam.

	 FORMCHECKBOX 
  (f) Other, please specify below.

	Please provide details and the legal basis for the answers above

	      


6.8. Are the appointment requirements for insolvency representatives respected in practice? 

	Response
	Please provide details 

	  FORMDROPDOWN 

	 The parties to the insolvency proceedings appoint suitable insolvency representatives and respected in same manner.  


6.9. Do appointed insolvency representatives receive specialized training on the core areas of the practice of insolvency before or right after their appointment? 

	Response
	Please provide details and the legal basis if applicable

	  FORMDROPDOWN 

	 . Insovency expert are required to to possess 15 years experience in the field of accountancy, banking, finance, law, management and sound knowledge of insovency practicces  of the Country.   
Further, SECP has been entrusted with the function to arrange trainings, capacity building and accreditaion programmes for professional development of such insolvency experts. 



	If yes, please answer the following:
	Response
	Comment/Legal Basis

	6.9.1. Is the specialized training on issues related to insolvency mandatory by the legal framework?  
	 FORMDROPDOWN 

	Section 5 of the Corporate Rehabilation Act, 2018 provides for speciliesed trainning requirements in order to include their names in the panel of insolvency experts.   

	6.9.2. Which body is responsible for the design, content and delivery of the training? 
	 FORMDROPDOWN 

	Sub-section (3) of section 5 of the Corporate Rehabilation Act, 2018, Imposes the condition to train the insolvency experts for mediation between the creditors and debtor on the SECP.  


6.10. Is there a specialized training provided to insolvency representatives when a new insolvency law or regulation is implemented? 

	Response
	Please provide details and the legal basis if applicable

	  FORMDROPDOWN 

	   Section 5 of the Corporate Rehabilation Act, 2018 provides for speciliesed trainning requirements in order to include their names in the panel of insolvency experts.     


	If the answer to the question above is "Yes", please answer the following question:
	Comment

	6.10.1. What are the topics usually covered in the regular specialized training offered to insolvency representatives? 
	 The topics covered under the taraining include: (a) understanding insolvency (b) Understanding nature of going concern of debtor ;(c) contens of rehabilitation plan; (d) how to address the concerns of the various classes of creditor; (e) guide to prepration of statement of affairs of debtor; (f) negotiation btween the creditors and shareholders; (g) Role administrator and ancillary matters; (h) powers of the administrator to run the affairs of the debtor as going concern; (i) Remedies for fradulently invoking the provisions of insolvency law provisions; (l) circumstances where rehabilitation proceedings to be converted into dissolution/ winding up etc.    


C.  Education and training for the public 

6.11. When changes to the insolvency legal framework are introduced (i.e. new insolvency law, new insolvency procedure, new companies act regulating insolvency) how are they conveyed to the public?
	Please select all applicable options

	 FORMCHECKBOX 
  (a) Dissemination campaign (e.g. social media, billboards, etc.).

	 FORMCHECKBOX 
  (b) Training/workshops.

	 FORMCHECKBOX 
  (c) Through public broadcast (e.g. TV, radio, etc.).

	 FORMCHECKBOX 
  (d) None of the above.

	 FORMCHECKBOX 
  (e) Other, please specify below.

	Please provide details

	    The key features of the new law promulagated by the parliament or explained through newspapers. Further, awareness sessions are arranged at big cities independently as well as in collaboration with Chamber of Commerce of different cities.  


6.12. Is there a public budget allocated for all training on insolvency law to judges or insolvency representatives?

	Response
	Please provide details and the legal basis if applicable

	  FORMDROPDOWN 

	    The Supreme Court of Pakistan approves the budget of Federal Judicial Academy of Pakistan.  Similarly, respective High Courts approve the budget for respective Provincial Judicial Academies. 



Thank you very much for completing the Resolving Insolvency questionnaire!

We sincerely appreciate your contribution to the Doing Business project.

The results will appear in Doing Business 2019 report and on our website: www.doingbusiness.org.

Your work will be gratefully acknowledged in both.
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