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Regulation on the Liquidation of Companies

- Article 1

This system shall be called (Companies Liquidation
Regulations for the year 2021) and shall come into
force from the date of its publication in the Official

Gazette.

- Article 2

A. The following words and expressions wherever
mentioned in this bylaw shall have the meanings
assigned to them below, unless the context indicates

otherwise:
Law: Corporate Law.
The Observer: The General Controller of Companies.

The Department: The Companies Control

Department.

Company: Any of the companies stipulated in the law
with the exception of solidarity companies, simple

partnerships, and civil companies.

Court: The Court of First Instance in whose

jurisdiction the head office of the company is located.

Liquidator: The natural or corporate person who is
chosen or appointed to liquidate the company's
business in accordance with the provisions of the law

and this regulation.
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Liguidation procedures: The procedures to be
followed to settle the rights and obligations of the
company and liquidate its assets according to the

provisions stipulated in the law and this bylaw.

B - The definitions contained in the law shall be
adopted wherever they are stipulated in this system,

unless the context indicates otherwise.

- Article 3

The provisions of this regulation shall apply to the
company in cases other than those subject to the
provisions of the insolvency law and the regulations

issued pursuant thereto.

- Article 4

Any company may liquidate its business voluntarily
by a decision issued by the General Assembly in its
extraordinary meeting in accordance with the
provisions of the law, provided that the decision
includes the reasons for liquidation and the
appointment of the liquidator after verifying that the
conditions and qualifications stipulated in Article (15)
of this system are met and that his fees are
determined in accordance with For the conditions set

forth in Article (16) of this system.

- Article 5

The company shall provide the controller within a
period not exceeding ten days from the date of the
meeting of the general assembly stipulated in Article

(4) of this system with the following: -
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A- The liquidator’s written approval of the decision to
appoint him as a liquidator, including his name, data
and address, and he must inform the auditor of any

change to his address.

B - The financial statements of the company's
business are duly organized for the last two years of
its conduct of its business, if any, unless the

company's term of office is less than that.

C- A detailed statement of the company's funds and
properties, including the company's rights with

others.

D- A preliminary list of the names of the company's
creditors and debtors, according to which the amount
of the debt, mortgages and insurances, the maturity
date of each of them, and the addresses of the

creditors and debtors.

E - Any documents or other information requested by

the auditor.

- Article 6

The liquidator shall undertake to implement the
liquidation procedures provided for in the Law

including the following:

a- Notify the relevant entities dealing with the
company in writing of the liquidation of the company
and that he is the liquidator appointed for its
liquidation including the real property registry and the
special register of movable property if the company
owns immovable property or movable property

subject to registration or in kind immovable rights
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b- Opening a bank account in the name of the
company “under liquidation” in order to deposit the

collected funds therein with the bank.

¢- conduct and manage the business of the company
to the extent necessary for its liquidation and
represent the company before the official and judicial
authorities through him or his appointee for this

purpose

d- An inventory of the company's movable and
immovable property and assets and an inventory of

its liabilities in order to determine its financial position

e- receive the funds papers books records records
contracts financial and banking data of the company
make an inventory of the liabilities of the company
verify the claims submitted by the creditors prepare a
statement thereof and prepare a list of the claims
brought by and against the company and the stages

reached

f- submit a periodic report to the Controller every
three months on the progress of the voluntary
liquidation procedures and deposit a copy of it in the
company file for the partners or shareholders to
peruse the assets of the company the debts of the
third party debts collected and the liabilities of the
company the amounts paid and the lawsuits brought

by the company or against it

g- The liquidator shall prepare the final distribution

list in accordance with the provisions of the Law

h- provide the Controller with any financial data or
documents related to the liquidation works if so

requested by the Controller
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- Article 7

A- The liquidator, after paying the debts of the
company, must return to the partners the value of
their cash shares in the company's capital, and the
surplus, if any, should be distributed to them in
proportion to each of them’s contribution to the profit
or by his contribution to the capital or as stipulated in
the company's articles of incorporation or articles of
association, and if it is not possible. Handing them
over for any reason beyond his control, he must
submit a request to the court to obtain the necessary
decision for that, and he may divide the company’s
in-kind funds among the partners to divide the
secretion after the approval of the court and by the
mechanism it sets if it is proven that it is impossible

to sell these funds.

B - The liquidator must obtain the approval of the
general assembly of the company on the final
liquidation report on the liquidation works that he has
carried out attached to the final financial position of
the company and all the documented documents

supporting all his reports.

C- After submitting the final liquidation report and the
approval of the General Assembly, the Controller
shall announce the cancellation of the company’s

registration from the companies 'records.

D- In the event that the company does not have
funds sufficient to pay its debts and obligations, or in
the event that part of the debts and obligations
incurred by them are paid, the controller may request
the liguidator to complete the deficiencies necessary
to complete the liquidation or decide to refer the

company to the court to consider ending the
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liquidation work or canceling the company’s

registration.

- Article 8

a The Minister may upon the recommendation of the
Controller and in case the voluntary liquidation has
been suspended for more than three consecutive
years from the date of documenting the last
procedure of the liquidation with the Department to
announce on the Department website the deletion of
the registration of the company unless a claim or
objection is submitted to him Within one month from

the date of the advertisement

b- If after deleting the registration of the company it
becomes evident that the company has an interest or
owed debts to the Controller the Deletion shall be
canceled and the company shall be referred to the

court for compulsory liquidation

c- The liability of the liquidator shall continue to exist
after the deletion of the registration of the company

in accordance with the provisions of this Article.

- Article 9

The observer may, at any time during the course of
the liquidation procedures, refer the company to the
court so that the liquidation continues under its
supervision or for the company to be compulsorily

liquidated for the reasons he includes in his request.

- Article 10
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In the event of a decision to reverse the voluntary
liquidation, the company is not entitled to decide
once again to liquidate it voluntarily before the lapse
of at least two years from the date of the decision to

withdraw.

- Article 11

The liquidator appointed by the court has an
obligation to implement the liquidation procedures
stipulated in the law and this system, including the

following: -

A- To write the necessary books for all relevant
parties through the court that issued the liquidation
decision to inquire about the company's movable and
immovable funds and its liabilities and obligations
after adding the phrase “under compulsory
liquidation” to all the company's papers and
transactions, and he must record the liquidation
decision in the Land Registry and Registry Of

movable funds subject to registration.

B- Issuing the last copy of the company's annual
balance sheet and final accounts, including the profit
and loss account, the necessary clarifications, its
cash flows and the company's financial position, for
the earliest date of the compulsory liquidation

decision.

C- An inventory of the company's movable and
immovable assets and funds, its assets, its liabilities,
and determining its financial position (liquidation
budget) according to the method specified by the

court.
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D- Receiving all funds, papers, books and records of
the company in an official form, meeting and
negotiating with any person or entity, and reviewing
all documents, contracts, and financial and bank
statements of the company to the extent necessary

to carry out his duties under penalty of legal liability.

E- Document the actions and procedures related to
the management of compulsory liquidation funds in

special records.

F - Allowing partners and shareholders as the case
may be, and creditors to have access to the records

stipulated in Paragraph (E) of this Article at any time.

G- Submit a report to the court every three months
on the progress of the procedures related to
compulsory liquidation and any dispute related to

them.

H- Preparing any report, submitting any documents
or data related to the liquidation business, and
answering any inquiry related to the compulsory
liquidation procedures required by the court at any

time.

- Article 12

A- The liquidator must, within a period not exceeding
thirty days from the date of his commencement of the
liquidation business, notify the creditors of the
necessity of fixing their debts and claims, and
submitting the supporting documents within a period
not exceeding thirty days from the date of

notification.

B - The time limit stipulated in Paragraph (A) of this

Article for creditors residing outside the Kingdom is
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extended, provided that it does not exceed sixty

days.

C - Any person claiming any right or debt that he has,
the company must document his debts in the
liquidator’s statements and present and show
evidence of the correctness of the amount and the

claims he is claiming.

D - The court shall issue a decision to close the lists
of the names of the creditors whose debts have been
verified and confirmed by the expiration of the period
stipulated in paragraphs (A and B) of this Article.
These statements shall be approved when preparing

the final distribution list.

- Article 13

The liquidation judge, during the course of the

liquidation procedures, may do the following:

A- Monitor the liquidator’s work in managing the
company's funds, the process of implementing the
liquidation plan, and take the necessary measures to

preserve its funds.

B - Dismissal of the liquidator and appointing a
replacement for him in the event that it is proven that
he violated the provisions of the law or refused to
implement an order that the law or the system
obligated to take, and the court may accept the
request of the controller or creditors to replace the
appointed liquidator in these cases and issue the

necessary decision.

C- Calling the creditor or creditors to a meeting or
any other situation that calls for such a meeting in

the presence of the liquidator, provided that the court
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or the observer, as the case may be, presides over

these meetings.

D- Summoning the liquidator, creditors, the
company's board of directors, the board of directors,
or its partners, as the case may be, or any person for
any matter related to the liquidation procedures, and

requesting any data, documents or reports.

E - The decisions issued during the liquidation

procedures shall be deposited with the registry of the
court or the circuit on the day following their issuance
and are available for the perception of the concerned
parties, and it may be ordered that they be notified to

them.

- Article 14

A- The compulsory liquidation procedures shall end
after submitting the final report and final account of
the actions and procedures carried out by the
liquidator in the context of liquidation and its approval

by the court.

B- The liquidation shall be closed by a decision of the
court on its own initiative or upon the request of the

liquidator in any of the following cases: -

1- If all the debts of the company are paid and the
surplus is distributed to the partners or shareholders
according to what was agreed upon in the company’s
contract or articles of association, and if there is no
such agreement, then the distribution shall be made,
each according to his share or contribution to the
capital. The company'’s in-kind funds are also divided

among the partners, after the approval of the court,
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and by the mechanism it sets, if it is proven that it

cannot sell these funds.

2- Lack of company funds to pay off debts.

3- Payment of some debts as stated in the provisions
of the law, and the expiry of the liquidation funds

balance.

C - The legal personality of the company shall expire
as of the date of the court’s decision to complete the
liquidation work, and the court shall issue a decision
to revoke it and cancel its registration from the
companies 'registry in accordance with the

provisions of the law.

D- After the closure of the compulsory liquidation, the
court may issue a decision considering all the debts
of the creditors that the liquidation funds did not
suffice to pay or that were claimed after the closure
of the liquidation debts, and a list of the bad debts is
also sent to the relevant official authorities to be duly

registered.

- Article 15

A - Whoever appoints or elects a liquidator, whether
in voluntary or compulsory liquidation, must meet the

following conditions:

1- He must have professional or legal qualifications
and experiences for a period of no less than five
years if he is a natural person. If he is a legal person,
then the person who represents him in the liquidation
business must have professional or legal expertise

that is required for the natural person.
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2- That he not have a relationship with any of the
members of the board of directors, the board of
directors, the partners in the company, or any of the
creditors, a relationship of marriage, marriage or
kinship up to the fourth degree, or a business
relationship or any other relationship that affects his

neutrality

3- He should not be one of the creditors or debtors of

the company.

4- He should not be an employee of the company,
one of its advisors, a member of its board of
directors, a board of directors, partners or

shareholders in it.

5- He should not have been convicted of a felony or

misdemeanor that violated honor or public morals.

B- The provisions of Clauses (1), (2) and (4) of
Paragraph (A) of this Article shall not apply to the
liquidator appointed to liquidate limited liability and

private shareholding companies.

C - The liquidator must submit his apology for
carrying out the liquidation work when there is any
reason preventing him from assuming his duties,
whether the reason was before the issuance of his
appointment decision or arose during his assumption
of his duties, within a period not exceeding seven
days from the date of his knowledge of that reason

under penalty of legal liability.

D- The liquidator whose position has become vacant
for any reason must hand over to the new liquidator
all the papers, documents and information related to
the liquidation within a period of fifteen days from the
date of receiving a written request to him from the

new liquidator.
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- Article 16

A- The liquidator’s fees are determined in light of the
effort he will exert to complete the liquidation work,
so that the mechanism for calculating these fees is
related to the settlement of the company's rights and
obligations, liquidating its assets and ending the

liquidation works.

B - In no case may the total liquidator’s fees exceed

10% of the liquidation funds 'revenues.

C. In the event that it is not possible to calculate the
fees of the liquidator in accordance with the above,
the fees of the liquidator shall be determined by the
court, the observer, the public authority, or the
partners, as the case may be, in light of the effort
exerted in a lump sum amount commensurate with
the effort exerted by the liquidator or by whom he will

spend to complete the liquidation work.

D - It is not permissible for the liquidator during the
liquidation process to charge more than (50%) of his

total fees and pay the rest upon completion.

- Article 17

A special account shall be created with the
department for the purposes of covering judicial fees
and expenses or any other necessary expenditures
estimated by the court resulting from the actions and
procedures of liquidation if the company's funds are
not available under compulsory liquidation for this
purpose, and this account is funded from what is

allocated to it in the department's budget.

- Article 18

16 ss>la]l -

w3 23l s90 Ll iandl Olasil oz -1
Al izl &l 0585 ey assaill Jlas] plasy
lobdVlg &S il 354> dygmis dlasiyo e
asiaill Jlacl slgls lgihszso ariaig lsls asioll

gsoxo jolxi 0l Jls=Y1 o JIo sl (9 jom ¥ -0
giaill Jlgsl wls)ls o (%10) duwi ivaall lssl

Gw Lo Tasy ivanll Olal Glwisl i Jb 9 ¢
ol dly0ll ol daSaall o (sivanll Llal 3z piy
soi0 le Il uaiiio s IS il ol dolsll disgll
Jsisall 2gzll 2o cwliiy gslaio glios Joiuall ag=ll
giaill Jlocl ploiy alsww s3l gl isaoll o

ST oy of axiuail Jlosl bl iwaoll joz Y ->
golos] ais Bl samys aslail g50o oyo (%50) o

17 soladl -

pou | adazi Sl ol Gl b lal o) Liy
o2 5,51 a9 o wlasi sl ol aglasll cay)laslls
o 13l assaill wlsl,zls JlosT Gle i aaSxall
alal o3g) aplzYl assaill i a8l Jlgol s9lgi
ajlse (9 o) pauasy loo Cluxll Ian Jigai aiss
RG]

18 solall -



The controller shall issue the necessary instructions eladl 3y o] suaid do M wlagdeidl wdl ol uay

to implement the provisions of this system .
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