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CHAPTER 4.
INSOLVENCY PROCEEDINGS
PART A—GENERAL
1. Under section 3 of the Provincial Insolvency Act, 1920, all District Courts are invested with jurisdiction under the Act and the State Government is also empowered to invest Subordinate Courts with concurrent jurisdiction. In the Punjab, besides Judges of the Courts of Small Causes at Amritsar, all Subordinate Judges of the 1st Class have been invested with such jurisdiction but the High Court has directed that only those (1) Subordinate Judges of the 1st Class should take cognizance of pro​ceedings under the Act who are expressly permitted by the High Court to do so.
Insolvency cases should ordinarily be entrusted to the Senior Subordinate Judges provided that if the Senior Subordinate Judge is unable to find time for them, they should be given to some Subordinate Judge of the First Class.
2. When a subordinate Court exercises concurrent jurisdiction appeals from its orders lie to the District Judge (Section 75).
3. Subject to the special provisions of the Provincial Insolvency Act. 1920, the Insolvency Court shall follow the same procedure as they do in the exercise of original Civil Jurisdiction (vide section 5).
4. The practice of charging no process fee in respect of notices sent to or served on creditors is against the provisions of section 20 of the Court Fees Act under which process fee has to be charged for any mode of serving or executing a process or notice whether by post or through the ordinary process-serving agency.
5. It should be noted in connection particularly with petitions involving a large number of creditors that the publication in the Official Gazette is in itself a notice to 
(1) Vide Notification No. 780, dated 15th July, 1014.
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creditors and it would be sufficient in most cases especially of debtor's applications to issue notice by regis​tered post, and if the creditors do not attend, it will be because they expect that realisation will not be worth the trouble. It may, of course, be necessary to take special steps to inform creditors for large amount or at distant places.
6. Conditions under which a debtor or his creditor can file a petition are laid down in sections 10 and 9 of the Act. It is important to note however, that section 10 of the Provincial Insolvency Act has been amended by sec​tion 3 of the Punjab Relief of Indebtedness Act VII of 1934.
According to section 10 of the Provincial Insolvency Act, debtor is entitled to present an Insolvency petition if inter alia "his debts amount to Rs. 500". This limit has been reduced to Rs. 250 by section 3 of the Act VII of 1934 in cases where the debtor can also satisfy the Court that he is entitled to summary administration of his estate under section 74 of the Provincial Insolvency Act.
The benefits of summary administration were open under section 74 of the Provincial Insolvency Act to those debtors only whose property was not likely to exceed in value Rs. 500. This limit has been raised to Rs. 2,000 by section 4 of the Punjab Relief of Indebtedness Act, with the result that a wider circle of debtors is now en​titled to take advantage of the summary procedure (1).
7. Section 10 of the Provincial Insolvency Act re​quires the debtor to prove inter alia that he is "unable to pay his debts". Section 24 of the Act provides that "prima facie" proof is sufficient for this purpose but if the debtor is carefully examined by the court as required by section 24, such examination, supplemented by a summary enquiry, will frequently enable the court to dismiss in limine dishonest applications.
If the Court finds subsequently that an Order for ad​judication ought not to have been made, the order can be cancelled at a later stage. 
(1) See notification (H-Judl.) No. 6365-J. 36/36573, dated 25th Novem​ber, 1936.
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8. When a Government servant is adjudged an in- solvent, the Head of Department concerned should be informed of the insolvency by the Court as soon as an order of adjudication has been passed.

9. Whenever an Advocate, a Pleader or a petition-writer is adjudged an insolvent, or his order of adjudica​tion has been annulled or he has been discharged, the Insolvency Court shall forthwith report the fact to the District Judge of the district in which such Advocate, Pleader, or Petition-writer has ordinarily been practising.
10. When a person is adjudged an insolvent, the adjudication order must specify the period within which the insolvent is to apply for his discharge (section 27).
11. The proper administration of an insolvents's estate depends mainly on the efficiency of the Receiver and the selection of a suitable Receiver requires, therefore, care- ful attention of the Court. 
12. The State Government is empowered under sec- tion 57 of the Provincial Insolvency Act, V of 1920, to appoint Official Receivers for such local limits as it may prescribe. (For general rules as regards the appointment, remuneration, etc., of Receivers other than Official Receivers appointed under the Provincial Insolvency Act, 1920, see "The Punjab Insolvency Rules" published in Part C of this Chapter).
13. The distinction between an official receiver and ordinary receiver should be noted. An Ordinary Receiver is appointed by the Court (in each case separately) under section 56 of the Act while an Official Receiver is appointed by the State Government under section 57. It is provided under section 57(2) that where an Official Receiver has been appointed he shall be the Receiver for the purpose of every order appointing a Receiver or an Interim Receiver "unless the Court for special reasons otherwise directs". The Official Receiver has the same powers as an Ordinary Receiver but is a Public Official and may in addition be invested with certain quasi-Judicial Powers under section 80 of the Act. It is important to add, how​ever, that an Official Receiver, even when invested with powers under section 80 of the Act, is not a Court.
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14. The Receiver should be furnished with a copy of the Schedule of creditors (which must be prepared by the Court,----vide section 33) and should be given any further directions as regards his duties and administra​tion of the estate as the Court may think necessary in each case.
15. The Schedules prescribed in Form No. 2 (printed at the end of this Chapter) must be examined carefully in court when they are first presented with the Insolvency petitions as the entries in the official Receivers' Registers are often incomplete because these schedules do not supply the requisite information.
The Courts should specially entrust the duty of checking these schedules to one of the Officials and see that it is carried out.
The lists put in by the insolvents should also be verified by the Court to see that they tally with each other before one copy is handed over to the Receiver.
16. On the appointment of a Receiver all the insolvent's property, subject to certain exceptions, vests in the Receiver (vide section 28) and can be utilized for the payment of his debts.
The Adaptation of Laws (Third Amendment) Order, 1951, has repealed the Punjab Land Alienation Act, 1900. The bar created by section 16 of the Act to the sale of the land of an agriculturist in execution of the decree or order of a Civil Court has thereby been removed.
17. On the passing of an adjudication order a creditor cannot institute a suit against the insolvent for the recovery of his debt, but must prove his debt in the Insolvency Court. But pending suits may be stayed or continued on such terms as the trial Court may deem fit (Section 28-29).
Insolvency petitions are sometimes kept pending for long periods in order to await the result of civil suits instituted by the creditors for the recovery of their debts in the ordinary courts. The correct course in such cases generally is to allow parties to move the civil courts con​cerned to stay suits in order that the plaintiffs claim may
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be proved in insolvency as otherwise one creditor alone may hold up the proceedings in insolvency and thus in​directly delay or prejudice the interest of other creditors.
18. Under the Provincial Insolvency Act, 1920, an adjudication order does not, by itself confer on the insolvent any immunity from arrest in execution of decrees. It is left to the Insolvency Court to decide whether to grant him such protection and if so, to what extent (section 31).
19. The insolvent is bound to assist in the adminis​tration of his estate in every way. If he fails to perform his duties or is found guilty of fraudulent conduct, he is liable to be prosecuted under section 69. In such cases, however, the Insolvency Court is now required to make a complaint to a Magistrate having jurisdiction (Section 70).

20. Section 4 of the Act is very comprehensive and enables the Insolvency Court to determine all questions of title or priority arising in the Insolvency proceedings, which "the Court may deem it expedient or necessary to decide for doing complete justice or making a complete administration of property in any such case". However, though the Insolvency Court has wide powers to decide such questions, still in cases involving difficult questions and unusual complications, it is advisable to relegate the parties to a regular suit.


21. The provisions of sections 41 to 43 of the Act, as regards the discharge of the insolvent, are very important and should be carefully studied. The intention of the legislature in requiring the Court to fix a period in the  adjudication order within which the insolvent must apply for discharge is to ensure that the conduct of the insolvent should in all cases be brought under re​view by the Court within a reasonable time. If the insolvent does not apply for his discharge within the time, he is liable to have the adjudication annulled, and the result will be that he will not only not get back the property distributed amongst his creditors, but he will at the same time be still liable to arrest and imprison​ment in execution of decrees against him.
.
Courts having jurisdiction to try insolvency cases.  Priority should be given to insolvency work.





Official Receivers should normally be appointed Receivers.





The amount of debt and other conditions re�quisite for in�solvency peti�tion and sum�mary administration.





Oral examination of the debtor and summary inquiry advised to dismiss dishonest applications.





Period for application for discharge should be fixed in the adjudication order.





Duty of insolvency court to inform proper authority when a Government servant or a lawyer is adjudged insolvent or adjudication is annulled, or is discharged.





Duty of insolvent to co-operate with the Receiver.





Schedule	of creditors	and other necessary directions to be supplied to Receivers.





Schedules	of the property and lists of cre�ditors should be checked by a Court Official before deliver�ing them to the Receivers.





Insolvents pro�perty vests in the Receiver in�cluding lands of members of agricultural tribes.



































Adjudication order is a bar to fresh suits. Stay of pending suits optional but advisable.





Adjudication order no bar to arrest of debtor in execution.












































































































































































































































































































































Effect of insolvent not applying for discharge within the fixed period.  Object of fixing such time.





Power of Insolvency Court to decide all the questions of titles, etc.





Distinction between an Official Receiver and Ordinary Receiver Official Receiver may be invested with quasi-judicial powers but not a Court.





Power of State Government to appoint Official Receiver.





Notice by registered post and in Official Gazette.





Process fee chargeable for all notices issued.





Procedure to be followed.





Forum of Appeal.








