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Provincial Insolvency Act, 1920

Part 111 - Administration of Property

Section 45 - Debt payable at afuturetime

A creditor may prove for a debt not payable when the debtor is adjudged an insolvent as if it were
payable presently, and may receive dividends equally with the other creditors, deducting therefrom
only a rebate of interest at the rate of six per centum per annum computed from the declaration of a
dividend to the time when the debt would have become payable, according to the terms on which it
was contracted.

Section 46 - Mutual dealings and setoff

Where there have been mutual dealings between an insolvent and a creditor proving or claiming to
prove a debt under this Act, an account shall be taken of what is due from the one party to the other in
respect of such mutual dealings, and the sum due from the one party shall be set off against any sum
due from the other party, and the balance of the account, and no more, shall be claimed or paid on
either side respectively.

Section 47 - Secured creditors

(1) Where a secured creditor realises his security, he may prove for the balance due to him, after
deducting the net amount realised.

(2) Where a secured creditor relinquishes his security for the general benefit of the creditors, he may
prove for his whole debit.

(3) Where a secured creditor does not either realise or relinquish his security, he shall, before being
entitled to have his debt entered in the schedule, state in his proof the particulars of his security, and
the value at which he assesses it, and shall be entitled to receive a dividend only in respect of the
bal ance due to him after deducting the value so assessed.

(4) Where a security is so valued, the Court may at any time before realisation redeem it on payment
to the creditor of the assessed value.

(5) Where a creditor, after having valued his security, subsequently realises it, the net amount realised
shall be substituted for the amount of any valuation previously made by the creditor, and shall be
treated in all respects as an amended val uation made by the creditor.

(6) Where a secured creditor does not comply with the provisions of this section, he shall be excluded
from all sharein any dividend.

Section 48 - Interest

(1) On any debt or sum certain whereon interest is not reserved or agreed for, and which is overdue
when the debtor is adjudged an insolvent, and which is provable under this Act, the creditor may
prove for interest at arate not exceeding six per centum per annum

(@) if the debt or sum is payable by virtue of a written instrument at a certain time, from the time
when such debt or sum was payable to the date of such adjudication; or,


https://sooperkanoon.com/
https://sooperkanoon.com/act/20355

(b) if the debt or sum is payable otherwise, from the time when a demand in writing has been
made giving the debtor notice that interest will be claimed from the date of the demand until the
time of payment to the date of such adjudication.

(2) Where a debt which has been proved under this Act includes interest or any pecuniary
consideration in lieu of interest, the interest or consideration shall, for the purposes of dividend, be
calculated at a rate not exceeding six per centum per annum, without prejudice to the right of a
creditor to receive out of the debtor's estate any higher rate of interest to which he may be entitled
after all the debts proved have been paid in full.

Section 49 - Mode of proof

(1) A debt may be proved under this Act by delivering, or sending by post in aregistered |etter, to the
Court an affidavit verifying the debt.

(2) The affidavit shall contain or refer to a statement of account showing the particulars of the debt,
and shall specify the vouchers (if any) by which the same can be substantiated. The Court may at any
time call for the production of the vouchers.

Section 50 - Disallowance and reduction of entriesin schedule

(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.

Section 51 To 55 - Effect of insolvency on antecedent transactions

Section 51 - Restriction of rights of creditor under execution

(1) Where execution of a decree has issued against the property of a debtor, no person shall be
entitled to the benefit of the execution against the receiver except in respect of assets realised in the
course of the execution by sale or otherwise before the date of the admission of the petition.

(2) Nothing in this section shall affect the rights of a secured creditor in respect of the property
against which the decree is executed.

(3) A person who in good faith purchases the property of a debtor under a sale in execution shall in al
cases acquire agood title to it against the receiver.

Section 52 - Duties of Court executing decree asto property taken in execution

Where execution of a decree has issued against any property of a debtor which is saleable in
execution and before the sale thereof notice is given to the Court executing the decree that an
insolvency petition by or against the debtor has been admitted, the Court shall, on application, direct
the property, if in the possession of the Court, to be delivered to the receiver, but the costs of the suit
in which the decree was made and of the execution shall be afirst charge on the property so delivered,
and the receiver may sell the property or an adequate part thereof for the purpose of satisfying the
charge.

Section 53 - Avoidance of voluntary transfer

Section 54 - Avoidance of preferencein certain cases



(1) Every transfer of property, every payment made, every obligation incurred, and every judicia
proceeding taken or suffered by any person unable to pay his debts as they become due from his own
money in favour of any creditor, with a view of giving that creditor a preference over the other
creditors, shall, if such person is adjudged insolvent on a petition presented within three months after
the date thereof, be deemed fraudulent and void as against the receiver, and shall be annulled by the
Court.

(2) This section shall not affect the rights of any person who in good faith and for valuable
consideration has acquired atitle through or under a creditor of the insolvent.

Section 54A - By whom petitions for annulment may be made

{Ins.by Act 39 of 1926, s.3}

A petition for the annulment of any transfer under section 53, or of any transfer, payment, obligation
or judicial proceeding under section 54, may be made by the receiver or, with the leave of the Court,
by any creditor who has proved his debt and who satisfies the Court that the receiver has been
requested and has refused to make such petition.]

Section 55 - Protection of bona fide transactions

Subject to the foregoing provisions of this Act with respect to the effect of insolvency on an
execution, and with respect to the avoidance of certain transfers and preferences, nothing in this Act
shall invalidate in the case of an insolvency

(a) any payment by the insolvent to any of his creditors;

(b) any payment or delivery to the insolvent;

(c) any transfer by the insolvent for valuable consideration; or

(d) any contract or dealing by or with the insolvent for valuable consideration:
Provided that any such transaction takes place before the date of the order of adjudication, and that

the person with whom such transaction takes place has not at the time notice of the presentation of
any insolvency petition by or against the debtor.

Section 56 To 60 - Realisation of property

Section 56 - Appointment of Receiver

(1) The Court may, at the time of the order of adjudication, or at any time afterwards, appoint a
receiver for the property of the insolvent, and such property shall thereupon vest in such receiver.

(2) Subject to such conditions as may be prescribed, the Court may

(a) require the receiver to give such security as it thinks fit duly to account for what he shall
receive in respect of the property; and

(b) by genera or special order, fix the amount to be paid as remuneration for the services of the
receiver out of the assets of the insolvent.

(3) Where the Court appoints a receiver, it may remove the person in whose possession or custody
any such property as aforesaid is from the possession or custody thereof:

Provided that nothing in this section shall be deemed to authorize the Court to remove from the
possession or custody of property any person whom the insolvent has not a present right so to



remove.

(4) Where areceiver appointed under this section
(a) failsto submit his accounts at such periods and in such form as the Court directs, or
(b) fails to pay the balance due from him thereon as the Court directs, or
(c) occasions loss to the property by hiswilful default or gross negligence,

the Court may direct his property to be attached and sold, and may apply the proceeds to make good
any balance found to be due from him or any loss so occasioned by him.

(5) The provisions of this section shall apply, so far as may be, to interim receivers appointed under
section 20.

Section 57 - Power to appoint Official Recelvers

(1) The State Government may appoint such persons as it thinks fit (to be called "Official Receivers')
to be receivers under this Act within such local limits asit may prescribe.

(2) Where any Official Receiver has been so appointed for the local limits of the jurisdiction of any
Court having jurisdiction under this Act, he shall be the receiver for the purpose of every order
appointing a receiver or an interim receiver issued by any such Court, unless the Court for specia
reasons otherwise directs.

(3) Any sum payable under clause (b) of sub-section (2) of section 56 in respect of the services of an
Official Receiver shall be credited to such fund as the State Government may direct.

(4) Every Officia Receiver shall receive such remuneration out of the said fund or otherwise as the
State Government may fix in this behalf, and no remuneration whatever beyond that so fixed shall be
received by the Official Receiver as such.

Section 58 - Powersof Court if noreceiver appointed

Where no receiver is appointed, the Court shall have all the rights of, and may exercise all the powers
conferred on, areceiver under this Act.

Section 59 - Duties and power s of receiver

Subject to the provisions of this Act, the receiver shall, with al convenient speed, realise the property
of the debtor and distribute dividends among the creditors entitled thereto, and for that purpose may

(@) sell al or any part of the property of the insolvent;
(b) give receipts for any money received by him;
and may, by leave of the Court, do all or any of the following things, namely:

(c) carry on the business of the insolvent so far as may be necessary for the beneficial winding up
of the same;

(d) institute, defend or continue any suit or other legal proceeding relating to the property of the
insolvent;

(e) employ a pleader or other agent to take any proceedings or do any business which may be
sanctioned by the Court;



(f) accept as the consideration for the sale of any property of the insolvent a sum of money
payable at a future time subject to such stipulations as to security and otherwise as the Court
thinks fit;

(g) mortgage or pledge any part of the property of the insolvent for the purpose of raising money
for the payment of his debts;

(h) refer any dispute to arbitration, and compromise all debts, claims and liabilities, on such terms
as may be agreed upon; and

(i) divide in its existing form amongst the creditors, according to its estimated value, any property
which, from its peculiar nature or other special circumstances, cannot readily or advantageously
be sold.

Section 59A - Power to requireinformation regarding insolvent's property

(1) The Court, if specially empowered in this behaf by an order of the State Government, or any
officer of the Court so empowered by a like order, may, on the application of the receiver or any
creditor who has proved his debt, at any time after an order of adjudication has been made, summon
before it in the prescribed manner any person known or suspected to have in his possession any
property belonging to the insolvent, or supposed to be indebted to the insolvent, or any person whom
the Court or such officer, as the case may be, may deem capable of giving information respecting the
insolvent or his dealings or property, and the Court or such officer may require any such person to
produce any documents in his custody or power relating to the insolvent or to his dealings or

property.

(2) If any person so summoned, after having been tendered a reasonable sum, refuses to come before
the Court or such officer at the time appointed, or refuses to produce any such document, having no
lawful impediment made known to and allowed by the Court or such officer, the Court or such officer
may, by warrant, cause him to be apprehended and brought up for examination.

(3) The Court or such officer may examine any person so brought before it or him concerning the
insolvent, his dealings or property and such person may be represented by alegal practitioner.]

Section 60 - Special provisionsin regard to immovable property

(1) In any local area in which a declaration has been made under section 68 of the Code of Civil
Procedure, 1908 (5 of 1908), and is in force, no sale of immovable property paying revenue to the
Government or held or let for agricultural purposes shall be made by the receiver; but, after the other
property of the insolvent has been realised, the Court shall ascertain

(a) the amount required to satisfy the debts proved under this Act after deducting the monies
already received,;

(b) the immovable property of the insolvent remaining unsold; and
(c) the incumbrances (if any) existing thereon;

and shall forward a statement to the Collector containing the particulars aforesaid; and thereupon the
Collector shall proceed to raise the amount so required by the exercise of such of the powers
conferred on him by paragraphs 2 to 10 of the Third Schedule to the said Code as he thinks fit, and
subject to the provisions of those paragraphs so far as they are applicable, and shall hold at the
disposal of the Court all sumsthat may come to his hands by the exercise of such powers.

(2) Nothing in this Act shall be deemed to affect any provisions of any enactment for the time being
in force prohibiting or restricting the execution of decrees or orders against immovable property; and
any such provisions shall be deemed to apply to the enforcement of an order of adjudication made
under this Act as if it were such a decree or order {In the application of the Act to the Punjab, a new
sub-section (3) has been added here by the Provincial Insolvency (Punjab Amendment) Act, 1939
(Pun.3 of 1939), s.2}.




Section 61 To 67A - Distribution of Property

Section 61 - Priority of debts

(1) In the distribution of the property of the insolvent, there shall be paid in priority to all other debts
(a) al debts due to the Government or to any local authority; and

(b) all salary or wages, not exceeding twenty rupees in al, of any clerk, servant or labourer in
respect of services rendered to the insolvent during four months before the date of the presentation
of the petition.

(2) The debts specified in sub-section (1) shall rank equally between themselves, and shall be paid in
full, unless the property of the insolvent is insufficient to meet them, in which case they shall abatein
equal proportions between themselves.

(3) Subject to the retention of such sums as may be necessary for the expenses of administration or
otherwise, the debts specified in sub-section (1) shall be discharged forthwith in so far as the property
of the insolvent is sufficient to meet them.

(4) In the case of partners, the partnership property shall be applicable in the first instance in payment
of the partnership debts, and the separate property of each partner shall be applicable in the first
instance in payment of his separate debts.Where there is a surplus of the separate property of the
partners, it shall be dealt with as part of the partnership property; and where there is a surplus of the
partnership property, it shall be dealt with as part of the respective separate property in proportion to
the rights and interests of each partner in the partnership property.

(5) Subject to the provisions of this Act, al debts entered in the schedule shall be paid rateably
according to the amounts of such debts respectively and without any preference.

(6) Where there is any surplus after payment of the foregoing debts, it shall be applied in payment of
interest from the date on which the debtor is adjudged an insolvent at the rate of six per centum per
annum on all debts entered in the schedule.

Section 62 - Calculation of dividends

(2) In the calculation of dividends, the receiver shall retain in his hands sufficient assets to meet
(a) debts provable under this Act and appearing, from the insolvent's statements or otherwise, to
be due to persons resident in places so distant that in the ordinary course of communication they
have not had sufficient time to tender their proofs;
(b) debts provable under this Act, the subject of claims not yet determined;
(c) disputed proofs or claims; and
(d) the expenses necessary for the administration of the estate or otherwise.

(2) Subject to the provisions of sub-section (1), al money in hand shall be distributed as dividends.

Section 63 - Right of creditor who has not proved debt before declaration of a dividend

Any creditor who has not proved his debt before the declaration of any dividend or dividends shall be
entitled to be paid, out of debt any money for the time being in the hands of the receiver, any of
dividend or dividends which he may have failed to receive before at money is applied to the payment
of any future dividend or dividends; but he shall not be entitled to disturb the distribution of any
dividend declared before his debt was proved by reason that he as not participated therein.

Section 64 - Final dividend



When the receiver has realised all the property of the insolvent or so much thereof as can, in the
opinion of the Court, be realised without needlessly protracting the receivership, he shall declare a
final dividend; but before so doing, he shall give notice in manner prescribed to the persons whose
claims to be creditors have been notified but not proved, that if they do not prove their claims within
the time limited by the notice, he will proceed to make a final dividend without regard to their
clams.After the expiration of the time so limited, or if the Court, on application by any such claimant,
grants him further time for establishing his claim, then any the expiration of such further time, the
property of the insolvent shall be divided among the creditors entered in the schedule without regard
to the claims of any other persons.

Section 65 - No suit for dividend

No suit for a dividend shall lie against the receiver; but where the receiver refuses to pay any
dividend, the Court may, on the application of any creditor who is entered in the schedule, order him
to pay it, and aso to pay out of his own money interest thereon for the time that it is withheld, and the
costs of the application.

Section 66 - Management by and allowance to insolvent

(1) The Court may appoint the insolvent himself to superintend the management of the property of the
insolvent or of any part thereof, or to carry on the trade (if any) of the insolvent force in the benefit of
the creditors, and in any other respect to aid in administering the property in such manner and on such
terms as the Court may direct.

(2) The Court may, from time to time, make such allowance as it may think just to the insolvent out
of his property for the support of himself and his family, or in consideration of his services if heis
engaged in winding up his estate; but any such allowance may, at any time, be varied or determined
by the Couirt.

Section 67 - Right of insolvent to surplus

The insolvent shall be entitled to any surplus remaining after payment in full of his creditors with
interest as provided by this Act, and of the expenses of the proceedings taken thereunder.

Section 67A - Committee of inspection

{Ins.by Act 39 of 1926, s.5}

(1) The Court may, if it thinks fit authorize the creditors who have proved their debts to appoint a
committee of inspection for the purpose of superintending the administration of the insolvent's
property by the receiver.

(2) The persons appointed to a committee of inspection shall be creditors who have proved their debts
or persons holding general powers-of-attorney from such creditors.

(3) The committee of inspection shall have such powers of control over the proceedings of the
receiver as may be prescribed.]

Section 68 - Appeal to Court against receiver

If the insolvent or any of the creditors or any other person is aggrieved by any act or decision of the
receiver, he may apply to the Court, and the Court may confirm, reverse or modify the act or decision
complained of, and make such order as it thinks just:



Provided that no application under this section shall be entertained after the expiration of twenty-
one days from the date of the act or decision complained of.
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