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Chairman’s
Message

Abdullah H. Al-Terkait,
UIC Chairman and Editor-in-Chief

Financial Restructuring:

A Pillar for Rebuilding
Operating Models

Corporate restructuring has evolved far beyond a
mere survival tactic for addressing financial distress;
itis now a foundational strategic pillar for reinventing
operational  models, driving efficiency, and
maximizing long-term value. Today's rapid market
transformations compel institutions to rigorously
reassess their capital structures and business models,
enabling them not only to navigate immediate
challenges but also to seize emerging opportunities.

It is evident that the world is experiencing an
unprecedented pace of change, fundamentally
reshaping the global geopolitical and economic
landscape. At such pivotal moments, it is not just
the resilience of economies and institutions that
is tested, but their future trajectories. Ultimately,
success is determined by an organization’s readiness
to adapt and transform.

In the State of Kuwait, our economic environment
benefits from deep-rooted expertise in  crisis
management, making comprehensive institutional
transformation a strategic necessity for enhancing
global competitiveness. Experiences at the local,
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regional, and international levels consistently
demonstrate a clear truth: institutions that
proactively embrace change, adopt full transparency
and sound governance, and possess the courage to
make decisive choices are the ones most capable of
emerging from crises stronger and more resilient.

Locally, the issuance of the new Bankruptcy Law
marked a significant shift in how we address financial
distress. It established a modern legal framework that
meticulously balances the protection of creditors’
rights with the rehabilitation of viable companies.
This reflects a vital transition from a culture of
liquidation toward a culture of business continuity,
thereby strengthening investor confidence and
supporting sustainable economic activity.
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In practice, successful restructuring must extend
beyond the balance sheet to encompass operational,
organizational, and legal dimensions. At its core,
it requires a clear strategic vision and leadership
capable of managing complex change.

Regionally, the evolution of Saudi Aramco stands as a
leading example of successful strategic restructuring
and institutional evolution. By redefining its business
model, enhancing governance and transparency,
accessing international debt markets, optimizing
operational efficiency, and expanding strengthening
its investment base through downstream and
petrochemical expansion, including the acquisition
of a majority stake in SABIC, the company executed
one of the world's largest public offerings. This not
onlysolidifieditsdominancein globalenergy markets
but also positioned Aramco as a benchmark Gulf
model for well-planned institutional transformation,
capital-market readiness, transparency, and long-
term value creation.

In this issue of Al-Mustathmir Magazine, we explore
the multifaceted dimensions of this transformation.
We begin with Kuwait's legislative framework, review
successful restructuring models, and offer practical
insights to help institutions turn severe challenges
into platforms for growth.

We also spotlight the experience of Al Oula
Investment Company, a distinguished example

of transforming financial adversity into a new
beginning through an institutional approach
grounded in transparency, meticulous planning, and
stakeholder integration.

No matter how severe the challenges may seem,
they inherently carry the seeds of reinvention
and strategic repositioning. Institutions that view
change as a permanent strategic choice, rather than
a temporary, reactive response, will be the ones
leading the next economic phase.

At the Union of Investment Companies, we believe
our role extends far beyond observation. We are
committed to actively contributing to the sector by
raising awareness, fostering constructive dialogue,
and promoting best practices that support the
development of Kuwait's investment landscape
and ensure our institutions are prepared for future
transformations.

In conclusion, it gives me great pleasure, both
personally and on behalf of the Union of Investment
Companies, to extend my sincere gratitude to Al
Oula Investment Company for sponsoring thisissue. |
would also like to thankall our members and partners
for their enduring support and engagement.

Union of Investment Companies



CONTENTS

ISSUE 26 | JUN. 2026

=INVESIOR

08

Home Ground :

Redemption of Companies in Kuwait

The Art of Rebuilding
through Restructuring

Reset:

GCC - Reinventing
Enterprises for A New Era:
The Restructuring Landscape in
GCC

J— .

—

Restructuring Process in Kuwait

Tale of Tailwinds and
Turnarounds :

Global Restructuring
Landscape

INTERVIEW:

Bader Algattan,
Chairman,

First Investment Co. (FIC)

INTERVIEW:

Abdulaziz Alsaleh,

Chief Executive Officer,
First Investment Co. (FIC)

INTERVIEW:

Mohammad A. R. Al-Mutairi,
Professor of Commercial Law,
College of Law — Kuwait
University and Managing
Partner of ACIAN Legal Group

SCAN THE QR CODE TO VIEW ONLINE




Ulag) oo
doaa iy dan
AJlw ) Ll

awall dlolAlio dile)
2gqHlg Ja=llg

cugall - il - 5)lell ja r.;_!i £)uis

Las) Lubh Laaas IP o pial

L || 8| Y| A 9| o

dolall dalpall cluusill galpol Jlabo il i bl bl dalpall gawll 53lc wailiFe
6ailgllg i aulianill douniiall jaiallg 31llg
sle
B 4§ B e
dad il piiaall )lgtall ayliall
dpagiubill bl Gialgallg 85 5all

&Lol 5 as a,!ujq &.li‘!m ]:jl . SEa

il i \'.‘l.\ah?ﬂ joiwo jloiiwl
Juadl oyaiil pllellg yasradiill

el usoll ghi vl
w0 dnlalldanlidle
aualigeugall

111 )

dunlulnn Al diugi
el duai uladil
AQanllducqill Qolpy <]

ylwailwllg jaall

\0 1880222 »<| info@lothan.hospital | @ www.lothan.hospital



HOME
GROUND

Redemption of
Companies in Kuwait

Jun. 2026
Issue 26



=]

hen a person realizes their health is poor, they may try to change
\/\/aspects of their life, such as their lifestyle, diet, and routine. Similarly,
when a company recognizes that its financial health is poor, it seeks
to change aspects such as its capital structure, operations, management,
and executives. This change, intended to relieve the company of its financial
strain, is known as ‘corporate restructuring'! The change could be initiated

from within the company, or the shareholders and creditors may emphasize
restructuring to prevent a loss on their investments if they find the existing

operational strategy insufficient.

In Kuwait, the Bankruptcy Law was passed in October 20202 Bankruptcy
frameworks have been around for centuries and are a critical pillar of modern
economies globally, as they enable business continuity, protect creditor rights,
and promote investor confidence by providing structured mechanisms for
resolving financial distress. Previously, if companies were going through a
financial crunch, the only available option was to liquidate citing insolvency,
no matter how much potential the company exhibits. The failure by an
individual trader to repay debt was considered an offence and could lead to
jail terms under the Civil and Criminal Procedure Law.?

"CFl, #* ASAR Legal Insights



Impact of Kuwait
Bankruptcy Law

Things improved after the Kuwait Bankruptcy Law
was approved. The new law was established to
modernise the insolvency regime, protect viable
businesses in financial distress, and steer the Kuwaiti
legal system in line with international best practices.

Key Features of the Bankruptcy Law

A Fresh Start for Distressed Companies:

The law provides financially troubled companies with
an opportunity for recovery rather than liquidation
through two newly introduced mechanisms:
preventive settlement for companies anticipating
financial distress before it occurs, and restructuring
for companies already facing financial difficulties but
remaining operationally viable. Financial distress is
therefore transformed from an inevitable end into a
temporary challenge that can be overcome. (Articles
58-96 and 97-130)

Specialized Institutional Framework:

The law established a fully dedicated judicial
framework for bankruptcy matters, comprising
a specialized Bankruptcy Court, a Bankruptcy
Administration headed by a senior judge, and a
Bankruptcy Committee formed by the Minister of
Commerce and Industry. This specialization ensures
faster adjudication and a deeper understanding of
complex financial and economic matters. (Articles 4,
7, and 11)

Legal Protection Measures:

Once a company enters preventive settlement or
restructuring proceedings, it is granted temporary
legal protection that suspends individual creditor
claims, maintains the validity of its contracts, and
enables it to obtain new financing with priority

Jun. 2026

repayment status, thereby encouraging financiers
to support rescue efforts. These protections provide
companies with the necessary space to reorganize
and stabilize their affairs. (Articles 61, 65, 66, 67-69,
and 102)

A Balanced Decision-Making Framework:

The law establishes precise voting rules for
approving rescue plans in a manner that preserves
fairness among all parties. It prevents a numerical
majority from overpowering minority stakeholders
and ensures that no major creditor can unilaterally
impose its position on others. Furthermore, the
judge is required to verify the fairness of the plan
before ratification, safeguarding the interests of
all concerned parties. (Article 1 — Definition of the
Required Majority)

Deterrence of Transactions Harmful to
Creditors:

The law grants judges the authority to invalidate
transactions carried out by a debtor prior to
insolvency if intended to prejudice creditors. This
authority extends to transactions conducted within
three months before suspension of payments
in ordinary cases, and up to two full years when
transactions involve related parties or affiliates,
thereby closing the door to potential abuse or
fraudulent conduct. (Articles 30 and 158)

Issue 26



The emphasis shifted towards structured debt resolution and economic rehabilitation over punitive measures.
A specialised bankruptcy court, which has original jurisdiction over insolvency and bankruptcy matters in
Kuwait, was established under Article 4 of the Bankruptcy Law.*

Members of the Kuwait Bankruptcy Court //

JUDGES DEPUTY AUDITORS
OFFICIALS
Determined by the 3 Deputy Officials Registered with
Court’s General to assist with the the CMA
Assembly court and

administrative
work

Q
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The Kuwait Bankruptcy Law encourages companies
to engage in early restructuring of indebtedness and
prevents liquidation, either through a restructuring
plan or a settlement with creditors.> Under the law,
preventive settlement was introduced for companies
in financial distress or anticipating default, but
capable of recovery if granted restructured payment
terms and time®

Preventive settlement is a court-supervised
mechanism that enables a company to navigate
financial distress by negotiating a structured
settlement with creditors while continuing to

Source: ASAR Legal Insights

operate. The company initiates it in distress by filing
a petition in the Bankruptcy Court” The rationale
behind preventive settlement are:

¢ To enable viable businesses to continue

¢ Debt restructuring
amended

through deferring or
repayment  terms

¢ Offering ad hoc legal protection from individual
creditor enforcement actions

¢ Increasing creditor
liquidation

recovery compared to

+ ASAR Legal Insights, ° Al Tamimi & Co., ® Crowe Kuwait, ’ Lexology
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Protection of Stakeholder
Interest

Stakeholders Who Benefit Through
Preventive Settlement and Restructuring

0si
The Company
(Debtors)

Creditors
538 B

Employees Investors

Source: Crowe Kuwait
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CREDITORS :

‘ The creditors of the company have a better chance of recovering more through restructuring and
preventive settlement by participating in the voting process than in a scenario where the company
(debtor) must liquidate. For instance, studies show recoveries of ~39% in going-concern outcomes versus
~27%in liquidations.® A prime example is General Motors'bankruptcy filing in 2009, in which the company
offered a 10% equity stake in its new, restructured company to address its USD 27 billion in unsecured
debt.? When the company went public in 2010, it gave creditors an opportunity to book a profit.

EMPLOYEES:

‘ By giving the company time to return to normalcy, employees have a greater chance of job preservation
than in liquidation, where all employees lose their jobs.

ECONOMY:

‘ Enabling the company to restructure encourages entrepreneurs to continue their operations during a
period of financial distress by renegotiating terms with creditors and taking on additional risk. Protection
of employment and wages is a core priority during restructuring under the Bankruptcy Law.” In case
of genuine bankruptcy of Limited Liability Company, SMEs or Joint Stock Companies i.e., bankruptcy
caused by the company’s operations and not due to fraud or other malicious intent, the entrepreneurs
can protect their personal assets after their company becomes insolvent which enables them to take risks
and increase business activity for the economy.

INVESTORS:

‘ Restructuring and preventive settlements boost investor confidence by providing a predictable,
transparent framework for recourse in the event of defaults.

THE COMPANY (DEBTOR):

‘ The company benefits through preventive settlement by continuing operations and obtaining time to
restructure and bounce back.

While the Bankruptcy Law decriminalized the default ¢
on repayment to creditors, the 2025 amendment
to the law reintroduced debt imprisonment for
solvent debtors who deliberately refuse to pay
final judgements."" This change was brought forth
to further protect the stakeholder interest when a

Debt imprisonment applies only where there is
stark and clear evidence that the debtor has the
ability to pay but intentionally refuses to do so

¢ Enforcement to be strengthened with asset-
tracing tools and broader creditor rights.'”

company files for bankruptcy. The key changes that
were introduced are:

¢ Maximum detention of six months for the debtor

These measures aim to reduce bad debts and thereby
increase commercial trust and investor confidence in
the country, in tandem with the New Kuwait Vision
2035.

8 Journal of Financial Economics, ° New York Times, '% 1> Wefaq law
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Restructuring
Process in Kuwait
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Filing for Restructuring in The Bankruptcy Court

The company, its creditors, or a concerned government authority can
initiate the financial restructuring proceedings with the Bankruptcy Court.

Formulate Restructuring Plan

For the court to approve the restructuring, the company ought to formulate
a restructuring plan and prove that it can achieve the proposed business
continuity. The company consults with numerous parties such as legal
consultants/advisors, creditors, and company management.

Notification and Creditor Approval

Creditors are invited to review the formulated restructuring plan and voting
on the settlement plan takes place. Creditors’ participation ensures that the
proposed plan is in their best interest and the restructuring plan is subject
to majority approval.

Supervision by Bankruptcy Trustees

The restructuring process would be supervised by the bankruptcy trustees
throughout. The trustees then submit monthly reports to the bankruptcy
commission to ensure judicial oversight. The bankruptcy trustees are
appointed by the bankruptcy commission when they approve the financial
restructuring plan or liquidation, and later by the bankruptcy court. The
trustees ought to be licensed by the CMA or a registered auditor.

Continued Operation

The company undergoing restructuring may continue to carry out its daily
business subject to the oversight by the bankruptcy trustees. However, the
court may, on request of the trustees or creditors transfer the management
to the bankruptcy trustee.

Issue 26
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Once a company decides that structural
change is necessary, the focus shifts from
establishing why a reset is needed to how it

Types of
o should be carried out. Corporate restructuring
R es t ru Ct urin g dan d can take many forms, and the strategy adopted

often depends on the specific challenges a
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achieve.

Financial 'ﬂ

N

0
ol Organizational
TYPES OF B ©

RESTRUCTURING

‘

'TE_F' Legal

Source: Prosci .

2 y
Operational 3
4




Financial

Restructuring

Financial restructuring is one of the most
common methods, focusing on strengthening the
company’s financial position. Companies weighed
down by heavy debt or waning profitability would
renegotiate loan agreements, refinance their
existing obligations, alter their capital structure by
issuing new equity, or convert debt into equity to
strengthen their balance sheets.

Case Study: Sultan Centre

Background

The Sultan Center (TSC), a Kuwait-based retail and
services company, faced sustained financial pressure in
the late 2010s due to a combination of factors, including
regional expansion challenges, underperforming non-
core businesses, and a leveraged balance sheet. Against
this backdrop, the company initiated a multi-phase
turnaround strategy, branded“Kuwait Retail First,"aimed at
stabilising operations, refocusing on core competencies,

and restoring financial health.

Jylhlw
Sultan

Portfolio Rationalization
(Completed in 2019)

Debt Restructuring
(Completed in 2021)

Operational
Transformation and
Growth

The first phase of the
turnaround focused on
simplifying the business
model:

® Exit from non-core
and underperforming
international operations

® Divestment of businesses
that diluted management
focus and capital
efficiency

®  Reallocation of resources
toward the core Kuwait
retail segment

The second phase addressed
the company’s capital
structure, which had become a
key constraint on growth.

® TSCrestructured
approximately 92% of its
total liabilities

® Abinding agreement was
signed with:

¢ National Bank of Kuwait
¢ Al Ahli Bank of Kuwait

® The restructuring covered
KD 76.6 million (~USD 250
million) of debt

With the balance sheet
stabilized, TSC shifted focus to
rebuilding its operating model:

® Retail-led growth strategy
centered on Kuwait

® Adoption of an
omnichannel approach
(integration of physical
stores with e-commerce
capabilities)

® Strengthening corporate
governance frameworks,
likely in response to lender
oversight and restructuring
requirements'

Jun. 2026

Issue 26

13 Sultan Centre




Enables a company to change its internal structure
. . to enhance the efficiency of core business processes
O rg a n I Zat I o n a I or align with its strategic goals. It includes changing

reporting lines and hierarchies, and redesigning
° job roles and descriptions. In 2022, Kuwait Finance
Rest ru ct u rl n g House acquired Ahli United Bank Bahrain, following

which AUB's subsidiaries in Egypt and UK were
restructured from conventional banks to fully-
shariah compliant Islamic banks.™

Case Study: NBK |

In 2024, National Bank of Kuwait (NBK) underwent an
organizational restructuring by amending its grading

system i.e, the way it evaluated its employees across all m yl

levels. The primary reason behind this restructuring was

to ensure that the grading system was transparent and

evolved evenly across business units and geographies. N B I(

Change in any form is perceived as a challenge, and for

employees, change to the way they would be graded

henceforth was personal, as it touched their careers,

status, psychological safety, and pay. It was crucial for the

bank to ensure employees embraced the change rather

than fret about it. Therefore, it organized several sessions with each level of management from executives
to employees to enable them to understand the proposed changes and how it would impact their
grading moving forward. All 7,000 employees across 13 countries were briefed and given the opportunity
to ask questions about the new structure to implement it seamlessly. The bank treated this restructuring
as an operating system change that required leadership ownership, proper structure, and deliberate
seguencing.

Cascade of Information

Number of Sessions with

Level each level to explain the
restructuring process

Objective

Executive 3 To align on the restructuring narrative,
Management rationale, and leadership expectations
Senior Management 30 To ensure depth of understanding
Mid-Level 30 Translating change into team-level
Management conversations

To receive the message directly, ask
Employees 40 questions and understand the change
in context

Source: Strategic Global

17

' Trowers & Hamlins, Daily News Egypt



Operational restructuring focuses on improving

O pe rat i O n a I core business activities to maximize productivity

or minimize costs and redundancy. It could include
process optimization by implementation of new

Restructu ring technology or outsourcing tasks to enhance

efficiency.

Case Study: Kuwait Petroleum Corporation and
Oil Sector Services Company

To cut costs and streamline operations, Kuwait Petroleum Corporation abolished its state-owned Oil Sector
Services Company in February 2026."° This restructuring is part of the overall turnaround strategy of the oil
industry in Kuwait to reduce expenditure and upgrade efficiency by merging and abolishing subsidiaries. The
restructuring in the oil industry would be supervised by the State-owned Kuwait Petroleum Company.
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Legal restructuring focuses on altering a business’s
Legal legal structure to manage liabilities, improve
regulatory compliance or gain tax advantages.
° This could include creation of new subsidiaries,
Restru ctu rl ng consolidating legal entities, or establishment of
holding company structures that offer greater
operational  flexibility.

Case Study: Agility Public Warehousing (Kuwait) |

Background and Strategic Context

Agility Public Warehousing Company is one

of Kuwait's largest multinational logistics and (
infrastructure companies, with operations spanning ore '
over 100 countries. Historically, the company Aglllty

operated a diversified portfolio including freight

forwarding, warehousing, fuel logistics, and

infrastructure  investments.

By the late 2010s, this diversification, while a source of scale, also resulted in:
®  Structural complexity across multiple jurisdictions

® Limited transparency in valuation of individual business segments

® Reduced strategic flexibility in capital allocation and monetization

In response, Agility initiated a multi-phase legal restructuring to simplify its corporate structure and
reposition itself as a more agile, investment-oriented holding company.

Legal Restructuring Strategy

Unlike traditional financial restructuring, Agility’s
approach focused on reorganizing its legal and corporate

A structure to unlock value and improve operational
flexibility.
—— ® Agility reorganized its businesses under a more
defined holding structure
, — ® (lear separation was established between:
— ¢ Operating businesses (logistics, services)

¢ |nfrastructure and investment assets

® Agility separated its Global Integrated Logistics (GIL)
business into a distinct entity. In 2021, GIL was sold
to DSV Panalpina in a landmark transaction valued at
approximately USD 4.2 billion




The Art of
Rebuilding
tihiiough

\ Restructuring

REDEFINE - WHAT IS RESTRUCTURING
AND ITS ESSENCE

O

“What’s dangerous is
not to evolve”

Jeff Bezos, Founder, Amazon




In the lifecycle of a company, there comes a point
when the structure that once supported the growth
begins to limit it. Markets evolve, competition
intensifies, and strategies that once worked no
longer deliver the same results. At such moments,
businesses are often forced to pause, reassess, and
rethink their organisation.

The term 'restructuring’ often evokes images of
layoffs, financial distress or companies struggling
to survive. While restructuring often occurs during
periods of economic difficulty, it is far broader in
scope. Many organizations undertake restructuring
proactively to sharpen strategic focus, improve
operational efficiency or position themselves for
new opportunities in rapidly evolving markets.'®

Common Factors for Restructuring

IMPROVE FINANCIAL STABILITY

‘ The very essence of restructuring is to enhance a company in distress»s financial stability '
by reorganizing its debt, divesting its non-core assets, and reducing its operating costs.”
Restructuring also enables the company to maximise its cash flow by renegotiating the terms of
its debt payments.

STREAMLINE OPERATIONS AND ENHANCE EFFICIENCY

‘ Eliminating underperforming units enables companies to focus on their strengths and streamline '
operations. Restructuring also eliminates operational redundancies and simplifies workflows to
optimise resources.'®

ALIGNING WITH THE COMPANY'’S GOALS

‘ Restructuring enables a company to realign with its corporate objectives, adapt to evolving '
market trends, and improve its market positioning.”

IMPROVED LIQUIDITY AND VALUATION

‘ An organisation that has undergone restructuring would have divested unprofitable business '
assets and segments while optimising its workflow. An organised, efficient, and streamlined
business is more attractive to investors and, as a result, has less exposure to risk and greater
potential for increased equity inflows.?

Source: The Legal School

While  restructuring has numerous benefits,  add to another layer of challenge. Restructuring

challenges persist. Structural changes can disrupt
normal operations at present though they enable
the company to bounce back stronger in the
future. Organizational restructuring could lead to a
decline in productivity as employees adjust to new
workflows and roles. Legal and financial complexities

initiatives often involve regulatory compliance,
tax considerations, and intricate legal frameworks,
particularly in mergers, acquisitions, or divestitures.
Financial restructuring can also carry risks such as
increased leverage, pressure on credit ratings, or the
possibility that anticipated gains fail to materialize.”!

21

'8 Santa Clara University, Leavey School of Business, ''#1° The Legal School, *° Ascot International, 2" WhyEduFinance



The
Restructuring
Landscape in GCC
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orporate restructuring in the GCC is

becoming increasingly structured and
institutionalized. Across major markets such
as the United Arab Emirates and Saudi Arabia,
distressed companies now have access
to formal mechanisms that allow them to
reorganize operations while negotiating
with  creditors.  Preventive  settlements,
restructuring plans, and court-supervised
negotiations are  gradually  becoming
part of the region's financial framework,
offering companies a way to stabilize before
insolvency becomes unavoidable.?
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Macroeconomic factors are likely to drive
restructuring activities in the GCC
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Source: Deloitte - Restructuring pulse 2025

Restructuring Laws in GCC

Evolution of
Corporate
Restructuring Laws
in the GCC

Global Financial Crisis:
Regional debt stress
and falling asset prices
exposed weaknesses
in GCC insolvency
frameworks.

In the past decade, companies around the world have
faced numerous uncertainties, from pandemics to
geopolitical instability, all of which have profoundly
impacted the way companies manage their cash
flows, access capital, and navigate financial distress.
In the GCC region, cost inflation and high interest
rates were the major concerns for businesses in 2025,
prompting restructuring to optimise operations. As of
2024, Saudi Arabia witnessed the highest number of
bankruptcy cases files since the Bankruptcy Law was
introduced in 2018. Only 9% of such cases were for
Preventive Settlement Procedures (PSP) and Financial
Restructuring Procedures (FRP).#

@ UAE Bankruptcy Law @ UAE Bankruptcy
Introduced: Framework Reform:
The UAE became the first The UAE updated its
GCC country to adopt a restructuring regime
comprehensive corporate with specialised
restructuring and courts and improved

insolvency framework. restructuring tools.

Major GCC Corporate Debt

Crises:

Dubai World and Saudi Arabia and Bahrain Bankruptcy Laws:

Saudi conglomerates Both countries implemented

defaulted on large modern insolvency regimes to

debts, exposing gaps support restructuring and improve
© inrestructuring laws. © the business environment.

23
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Across the Gulf, governments have spent much
of the past decade rewriting the legal rulebook
governing corporate distress. For economies
seeking to attract foreign investment and deepen
private-sector activity, modern insolvency regimes
have become an increasingly important part of
the institutional framework

The 2008-09 financial crisis pushed several
companies to bankruptcy. In 2008, Dubai witnessed
a real estate bubble burst, with residential property
prices declining by 40%-50% by mid-2009.%
Excess supply and heavy leverage led to several
developers being wiped out of business.” On 26th
November 2009, Dubai World announced a halt on
debt payments following which the government
intervened. The government realised that the
fear of jail sent several business owners out of the
country, soin 2016 the UAE became the first GCC
country to establish a Bankruptcy Law.

The introduction of the UAE Bankruptcy Law
marked a significant step toward establishing

a modern legal framework for corporate
restructuring. The legislation introduced formal
procedures that allow companies facing financial
pressure to continue operating while negotiating
with creditors under court supervision. UAE's
reforms represented a notable shift toward a
more predictable approach to corporate distress.
It presented businesses with an opportunity to
recourse their business to remain competitive and
profitable in the long term.

One of the key mechanisms introduced by the
law is the preventive composition process, which
enables companies to seek agreement with
creditors on a restructuring plan before insolvency
becomes unavoidable. The framework also
established formal restructuring and liquidation
procedures overseen by court-appointed trustees,
providing clearer legal pathways for managing
financial distress.

Case Study: Dana Gas

(’) ?® Liquidity Pressure ? Sukuk Repayment
jL_¢d_ila { Builds i Missed
e Delayed payments from Dana Gas misses a
Dana Gas Sukuk Egypt and the Kurdistan repayment deadline on its
Rest t . Region of Iraq strain Dana USD 1bn Sukuk, with about
.es ":'c uring Gas's cash flow. USD 920m outstanding.
Timeline
2011-2012 )0 Oct. 2012 »
* 2018 2017 Nov. 2012
Consensual Dispute Escalates First Restructuring

Restructuring Reached

Dana Gas agrees to

restructure and refinance
i USD 700m of Sukuk with
e revised terms.

Legal disputes arise

between Dana Gas and
Sukuk holders over the
structure of the Sukuk.

Agreement

Company reaches an
“in-principle” agreement

with Sukuk holders to

restructure the debt.

Source: Various
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Dana Gas, a UAE-based natural gas company, is listed
on the Abu Dhabi Securities Exchange. In October
2012, the company missed a repayment deadline on
its USD 1 billion Sukuk, with about USD 920 million
still outstanding. The delay raised concerns among
investors and creditors and reflected mounting
pressure on the company’s finances.?” Much of the
strain stemmed from delayed payments to Dana Gas
for operations in Egypt and the Kurdistan Region of
Irag, where government entities owed substantial
sums to energy companies. The resulting cash flow
gap made it difficult for the company to meet its
debt obligations.

The proposed restructuring adjusted the existing
Sukuk structure. Around USD 80 million of Sukuk held
by the company itself was canceled, while creditors
received a partial cash payment. The remaining
debt was converted into an ordinary Sukuk and a
convertible Sukuk with revised economic terms.
The negotiations later developed into a broader
restructuring aimed at resolving disputes between

the company and its Sukuk holders.

In 2018, Dana Gas reached a consensual agreement
to restructure and refinance USD 700 million of Sukuk,
giving investors the option to exit part of their holdings
or exchange them for new Sukuk instruments with
revised terms and a three-year tenor.?® The agreement
also required the withdrawal of ongoing litigation and
the release of certain claims, helping resolve a dispute
that had spanned multiple jurisdictions.

Saudi Arabia introduced its own bankruptcy law in
2018 as part of a broader economic reform program
aimed at strengthening the country’s investment
environment. The legislation established several
restructuring  procedures, including preventive
settlement, financial reorganisation, and liquidation.
The most prominent feature of the Saudi Arabian
Bankruptcy Law is that it seeks to reduce the
complexity of the restructuring process, as well as
the cost and length of the legal proceedings. This
aspect ensures swift and effective turnaround of
businesses in the country.”

Case Study: Al Harbi Trading and Contracting Company

Al Harbi Restructuring Metrics at a Glance

Total Debt

Banks Involved

i

SAR 1.8 bn 7

o

Source: Various

Founded in 1965, Al Harbi
Trading and  Contracting E
Company is a  Saudi
construction group

e il
AL HARBI

specializing in  transport
infrastructure and  working
with a range of government
and semi-government clients.
By the early 2020s, the company had accumulated
around SAR 1.8 billion in debt, owed to seven banks
and more than 1,200 creditors. Managing such a
large and fragmented creditor base made resolving
the company’s financial difficulties through informal
negotiations increasingly difficult®*® The company
turned to the Bankruptcy Law to address the
situation  through  financial  restructuring.

Following creditor approval, the proposal was
ratified by the Commercial Court of Riyadh in June
2022, formally launching the restructuring process
under court supervision. Deloitte acted as the lead
restructuring advisor, working with the company, the
court-appointed bankruptcy trustee, legal advisors,
and the creditor group to develop and implement
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the financial restructuring plan.?!

The outstanding debt was split into different
tranches, creating a diversified repayment structure
for creditors. The plan also combined several
restructuring measures, including debt rescheduling,
partial write-offs, and an asset disposal programme,
while drawing on the company’s existing revenue
streams and asset base.

With the court’s approval in place, the restructuring
entered its execution phase under the supervision
of the bankruptcy trustee. The agreement allowed
the company to continue operating while gradually
restructuring its obligations and stabilizing its
balance sheet.

Bahrain had previously followed the Bankruptcy
and Composition Law of 1987 and aspects of
the Commercial Companies Law of 2001 to
deal with bankruptcies and the restructuring of
businesses. However, in 2018, Bahrain modernised
its Reorganisation and Bankruptcy Law as part of
efforts to strengthen its regulatory environment
and support private sector development. The
modern law encourages entrepreneurs to take

risks responsibly and increase business activity in
the economy by exempting the debtor’s personal,
family and consumer debts*

In rest of the GCC, the regulatory landscape remains
more varied. Oman has gradually introduced
restructuring procedures intended to provide
businesses with clearer options when facing
financial pressure. Qatar follows a somewhat
different regulatory path, reflecting the diversity of
legal frameworks across the region.

Together, these reforms represent a gradual but
meaningful shift in how corporate distress is
managed across the GCC. Modern restructuring
laws provide businesses with clearer options for
negotiating with creditors, reorganizing operations,
and stabilising finances.

For lenders and investors, they also increase
confidence that financial difficulties can be
resolved through predictable legal processes. As
GCC economies continue to diversify and deepen
their capital markets, the development of robust
restructuring frameworks will remain an important
pillar of the region’s evolving financial architecture.

Key GCC Bankruptcy and Restructuring Law Summary

Bankruptcy Law (2016)

P Introduced a modern
framewaork for restructuring
and insolvency proceedings.

P Preventive composition 4
allows early restructuring
agreements with creditors.
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Bankruptcy Law (2018)

P Established structured
procedures for managing 4
corporate financial distress.

Preventive settlement
allows restructuring before
insolvency escalates. 4

Financial reorganisation
. enables debt restructuring
£ under court supervision.

Emphasises preserving viablef!
businesses over immediate a
liquidation.

X
N
\

Reorganization and
Bankruptcy Law

Introduced formal
restructuring procedures
for financially distressed
companies.

Court-supervised
reorganisation supports
business recovery and
restructuring.

Simplified liquidation
processes improve creditor g
= recovery mechanisms. =
P Strengthens legal certainty
for lenders and investors.
=5 S
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and Turnarounds

Global
Restructuring
Landscape

Some Successful Turnarounds & Tailwinds

-
—
~ 4

In 2025 alone, companies announced more than a trillion
dollars” worth of asset sales worldwide, highlighting
how widespread the push for an agile, sharper strategy
has become.®® Whether driven by investor pressure or
shifting market realities, restructuring is now reshaping
global industries at a remarkable speed.

= ®
adidas
Bankruptcy after Product Product Conglomerate
comic market Overexpansion & Overexpansion & Complexity

collapse Heavy Losses Heavy Losses
Monetized IP Refocused on Core Refocused on Core Breakup into 3
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MARVEL

MARVEL

Marvel Entertainment’s turnaround almost feels
like one of its own superhero plots. In the early
1990s, the company was the dominant publisher
in a booming comic book market. But when the
speculative bubble around collectible comics
burst, demand collapsed, sales plummeted
and Marvel's found itself drowning in debt. By
December 1996, the company was forced to file
for Chapter 11 bankruptcy, leaving the home
of Spider-Man, the X-Men, and the Hulk on the
verge of closure3*

What Happened?

Redemption

The comeback began when Marvel reimagined
itself, not just as a comic book publisher but
as a powerhouse of intellectual property.
Instead of relying solely on printed comics, the
company started licensing its superheroes to film
studios and merchandise partners, unlocking
the wider potential of its universe. Early film
adaptations such as Blade (1998), X-Men (2000),
and SpiderMan (2002) showed that Marvel
characters could attract mainstream audiences
and dominate the global box office®

Building on this momentum, Marvel doubled
down on its strategy by launching Marvel
Studios, enabling it to produce its own films
and capture a greater share of the value created
by its characters. In just over a decade, Marvel
transformed from a struggling publisher into a
global entertainment giant with a rich, profitable
superhero portfolio.

Result

This remarkable turnaround reached its peak in
2009 when The Walt Disney Company acquired
Marvel Entertainment for about USD 4 billion. This
deal cemented the extraordinary commercial value
of Marvel's character universe, which is now seen
as one of the most successful business turnarounds
in modern media history.

LEGO

What Happened?

For decades, LEGO bricks were a symbol of
childhood creativity. Yet in the early 2000s, the
iconic toy company was quietly heading towards
a collapse. In an attempt to keep up with the
changing trends, LEGO expanded aggressively
into video games, merchandise, clothing, watches
and TV shows. The business became scattered
and many of the products did not align with their
core identity. Sales fell sharply and by 2003 the
company was losing close to USD 1 million a day
while carrying roughly USD 800 million in debt,
putting the beloved brand dangerously close to
bankruptcy.*

Redemption

The turning point came in 2004, when Jorgen
Vig Knudstorp took over as CEO and introduced
a simple yet decisive strategy: bringing LEGO
back to its roots. Rather than chasing every new
entertainment trend, LEGO focused again on
what had made it special: the simple plastic brick
and the creative world it offered.

The company began cutting back aggressively.
The product lines were simplified, thousands of
unnecessary brick types were eliminated, and
non-core ventures were sold, including a majority
stake in the LEGOLAND theme parks. At the
same time, they strengthened their lineup with
well-chosen partnerships such as Star Wars and
Harry Potter, which expanded the brand’s appeal
without diluting its identity.*”

Result

The results were dramatic. After huge losses in
2004, LEGO bounced back into profit within just
a few years and entered a long period of strong,
steady growth. By the mid 2010s, LEGO had
become the world's largest and most profitable
toy company and a widely cited example of one
of the most successful corporate turnarounds in
modern business.
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FIRST INVESTMENT

First
Investment
Company

and its
restructuring
journey

The First Investment Company (FIC) was
established in 1997 in Kuwait City. Operating
in the investment and asset management
sector, it underwent restructuring in 2026.
The company pursued restructuring due
to financial constraints stemming from
accumulated court judgments over disputes
over old contracts. Despite having assets
exceeding the company's liabilities by
a comfortable margin, liquidating them
immediately was not feasible due to the
geographic dispersion of liabilities and a
timing mismatch between liabilities and
underlying assets, leading the company to
decide that restructuring would be more
efficient.




INTERVIEW wiith

Bader M. Al Qattan,
Chairman, First Investment Company

N  Whatis your view on the Bankruptcy Law in
Kuwait, and how can it support the Kuwaiti
economy?

Ultimately, | consider Bankruptcy Law No. (71)
of 2020 to be among the most vital pieces of
economic legislation enacted in Kuwait recently.
It fundamentally transformed the way we handle
financial distress, moving away from a rigid traditional
approach to a highly structured and practical system.
By introducing tiered pathways—beginning with
preventive settlement, progressing to restructuring,
and using bankruptcy only as a last resort—the law
gives companies genuine flexibility to tailor their
recovery to their specific challenges. Speaking from
our own experience, having this legal framework
in place was the deciding factor that allowed us to
navigate our crisis systematically. It prevented a
chaotic slide into liquidation, a scenario that almost
always guarantees much worse outcomes for
everyone involved

N What were the reasons that led the company
to resort to the Bankruptcy Law?

The difficulties faced by Al-Oula Investment Company
were not the result of poor operational performance,
but rather a wave of enforceable court rulings tied to
legacy contract disputes from years past. These legal
judgments created an immediate liquidity crunch,
even though the company’s total assets comfortably
outweighed its overall liabilities.

The true hurdle was the nature of the assets
themselves. A rapid “fire sale” was simply not
viable without absorbing massive financial losses.
Furthermore, the portfolio was highly complex: assets
were geographically scattered, locked into long-term
investments that required careful, timed exits, or
entangled in their own separate legal disputes. At this
critical juncture, the executive management and the
Board of Directors recognized that a quick fix would
fail. They needed a disciplined, structured approach

that would protect the underlying value of the assets
while ensuring creditors were treated equitably.
Ultimately, this realization drove the strategic decision
to pursue a comprehensive restructuring.

N How do you see the future of the First
Investment Company post-restructuring?

The company is now in a much stronger position
and can be considered to have passed the most
challenging phase. However, there is still ongoing
work to close certain legacy matters. The focus in
the upcoming phase will be on:

¢ Complete settlement of remaining
oblilgations

Strengthen Financial Position
Rebalancing the investment portfolio
*  Maintaining adequate liquidity levels

All with the objective of moving into a new phase
characterized by greater stability and flexibility.

N What are the key lessons learned from the
process of restructuring?

The biggest lesson learned is that surviving a financial
crisis requires a clear head, calm composure, and
careful decision-making. Just as importantly, it takes
unified teamwork. When the executive team and the
Board work closely together, and are supported by
sharp legal experts who truly understand the latest
laws; a company can achieve successful results no
matter how difficult the situation seems.

N What message would you like to share with
companies in Kuwait?

Financial distress is not the end of the road. With
clear vision, collaboration among stakeholders, and
strong management, a crisis can be transformed into
an opportunity to reorganize internally and build a
stronger foundation for the future.
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INTERVIEW with

B ot Abdulaziz N. Al Saleh
/ T Chief Executive Officer,
First Investment Company

N How did FIC’s restructuring journey begin?

The journey began with an attempt at preventive
settlement, during which the company fulfilled all
regulatory requirements, including approval from
the Extraordinary General Assembly, approval from
the Capital Markets Authority, preparation of an
independent going-concern report, and submission
of the file to the Bankruptcy Department. The
procedures were formally initiated, and during the
protection period, management worked on preparing
a comprehensive plan. However, it did not receive the
required majority approval from creditors.

With continued pressure and additional court rulings,
the executive management, with direct support
from the Board of Directors, decided to proceed
with restructuring. The application was accepted,
procedures were initiated, legal protection was
granted, and a restructuring trustee was appointed.
During this phase, swift progress was made. A
comprehensive review of assets was conducted,
international advisory firms were engaged, and the
team worked daily to develop a realistic, executable
plan.

N Was there a decisive turning point during the
restructuring journey?

Yes, the key turning point was reaching a
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settlement with major creditors who represented
the largest portion of the debt. This step reduced
approximately 77% of the accepted debt through
an in-kind settlement and significantly shifted the
dynamics of negotiations with other creditors. It
also demonstrated the company’s commitment
to reaching practical solutions and created room
to improve the plan, ultimately helping secure the
required approvals.

N What were the main features of the
restructuring plan?

The restructuring plan was designed to offer realistic
options to creditors, taking into account their
different needs. Initially, it included two options:

¢ (Cash repayment over a period of up to five
years with a discount

¢ In-kind settlement within one year with a
higher discount

Following successful negotiations with major
creditors and extensive discussions with others, the
plan was improved. The final version included:

¢ (Cash repayment within one month with a
limited discount

¢ In-kind settlement within a period not
exceeding one year with no discount
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This evolution was the result of intensive efforts by the
executive team and close oversight from the Board to
ensure the plan was balanced and implementable.

N How did you convince creditors to accept the plan?

The foundation to achieve success was transparency. The
situation was presented clearly, along with an independent
scenario comparing the outcomes of implementing the
plan versus forced liquidation. The analysis showed that
creditors would receive lower returns in a liquidation
scenario. Additionally, the agreement with major creditors
played a crucial role in building trust, as did the company’s
full commitment to treating all creditors fairly, without
preference.

N What were the main challenges you faced?

The challenges were multifaceted, including:
¢ Many creditors (around 29) with diverse profiles
¢ Complex and geographically dispersed assets
¢ Lack of similar precedents in the market
.

Tight timeline (maximum of 6 months to prepare
the plan)

Addressing these challenges required exceptional effort
from both the executive team and the Board, which closely
monitored all stages of the process.

N  How did management handle this phase?

This phase required dedicated efforts and meticulous
planning. The executive team operated at a rapid pace,
coordinating continuously with advisors and relevant
stakeholders, while maintaining ongoing communication
with creditors. At the same time, the Board of Directors
played a key role in guiding the overall direction, supporting
strategic decisions, and ensuring that all actions aligned
with a clear and balanced vision.

N Does the law require further development?

Overall, the law is successful. However, practical experience
has highlighted areas for improvement, including greater
flexibility in timelines and a stronger role for the Bankruptcy
Committee. Particularly in cases where a restructuring plan
is economically better for creditors but is not approved due
to a lack of consensus among some parties. In such cases,
the Committee could play a stronger role in prioritizing the
option that serves the greater good.
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INTERVIEW with
Lawyer

Dr. Mohammad Abdullah Rabah
Al-Mutairi

Professor of Commercial Law,
College of Law — Kuwait University
and Managing Partner of ACIAN Legal Group

Preamble

After operating under the same regulatory framework for nearly four decades, the State of Kuwait
completely overhauled its financial legislation with the enactment of Bankruptcy Law No. (71) of 2020.
This comprehensive new legal code, structured across eight chapters containing 308 articles, alongside
six issuance articles, officially replaced Decree-Law No. (2) of 2009. It also formally repealed the older
bankruptcy regulations outlined in Articles 555 to 800 of Commercial Law No. (68) of 1980.

To discuss these sweeping changes, this interview features Attorney and Dr. Mohammad Abdullah
Rabah Al-Mutairi. As an Associate Professor of Commercial Law at Kuwait University’s Faculty of Law
and Managing Partner at ASYAN Legal Group. Dr. Al-Mutairi brings a rare blend of theoretical insight
and hands-on experience. His expertise is foundational, having served on the Technical Committee that
drafted Bankruptcy Law No. (71) of 2020, as well as previously sitting on the Bankruptcy Committee.
Additionally, he is an esteemed arbitrator at the Permanent Court of International Arbitration in The
Hague. Dr. Al-Mutairi's unique perspective stems from his multidimensional career: he helped write the
law, teaches it to the next generation of legal professionals, publishes extensive research on rescuing
distressed companies post-economic crisis, and actively applies the legislation in court by managing
complex corporate restructurings and preventive settlements.

Q: To begin our discussion: what drove the State
of Kuwait to completely overhaul its forty-
year-old bankruptcy system and write this
new chapter in its economic legislation?

Dr. Al-Mutairi: Over the past few decades, the
fundamental  philosophy  behind  bankruptcy
legislation has undergone a massive paradigm shift.
Instead of focusing on penalizing and liquidating
distressed debtors, modern legal frameworks
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now prioritize rehabilitation and support. Today, a
struggling businessis nolonger viewed as a definitive
failure, but rather as a viable economic entity that
merits a second chance to recover, provided its
operations are sustainable. This necessary legal
evolution has been driven by the rapid growth of
digital trade, the emergence of innovative financing
mechanisms, and increasingly interconnected global
markets. Consequently, contemporary bankruptcy
laws strike a vital balance that fulfills three core

Issue 26



objectives: stabilizing the economy to reassure the
market, maintaining business operations to protect
existing value, and building investor trust to draw
in capital. Ultimately, this approach hinges on a
careful equilibrium; weighing economic efficiency
and fairness while safeguarding the intertwined
interests of all stakeholders, driven by the principle
that rescuing capital is always preferable to losing it.

Guided by this modern philosophy, the new
legislation’s Explanatory Memorandum outlines two
primary strategic goals. First, it seeks to elevate the
local business climate, helping to position Kuwait
as a premier financial hub in the region. Second, it
aims to fortify the economic resilience of the nation’s
financial institutions. To implement these changes,
the new law formally abolishes Decree-Law No. (2)
of 2009 in its entirety, alongside Articles 555 through
800 of the previous Commercial Law. Ultimately, this
updated framework does much more than simply
manage defaults; it acts as a true barometer of
economic trust. By modernizing these laws, Kuwait
is sending a resounding message to entrepreneurs,
corporations, and global investors: when financial
distress occurs, the pathways to economic recovery
remain wide open.

Q2: Did the enactment of this bankruptcy law
truly create a paradigm shift? Specifically,
how does the core philosophy of the
updated legislation differ from the
framework it replaced?

Dr. Al-Mutairi: Absolutely. The underlying
philosophy of this new law is methodically
structured across three distinct phases: preventive
settlement, restructuring, and finally, the declaration
of bankruptcy if the enterprise simply cannot
be saved. This specific sequence is a deliberate
message. It tells the debtor, even before it addresses
the creditor, that they have two distinct lifelines
before facing liquidation.

The first phase, preventive settlement, is outlined in
Part Three (Articles 13 to 96) and is designed to help
the debtor negotiate a mutual settlement directly
with their creditors. The second phase, restructuring,
is governed by Part Four (Articles 97 to 130). This
involves creating a comprehensive recovery plan

guided by a restructuring trustee and overseen by a
bankruptcy judge. If both of these avenues fail, the
process moves to Part Five (Articles 131 to 222), the
declaration of bankruptcy. This is a collective debt
settlement procedure where the debtor’s assets are
liguidated to pay off the creditors.

The differences between these stages go far beyond
just their names. During preventive settlement
and restructuring, the debtor retains control over
the management of their business and assets;
though it is important to note that under Article
(99), restructuring requires the supervision of the
trustee. Bankruptcy, however, is the absolute last
resort. Once all rescue options are exhausted, the
debtor is stripped of their managerial authority,
and a bankruptcy trustee takes full control of the
assets. This tiered approach perfectly completes
the legislative vision, striking a necessary balance
between salvaging capital and aggressively
protecting creditors’ rights.

Q3: One of the most prominent innovations
of the law is an entire specialized judicial
system. What are the dimensions of this
institutional transformation?

Dr. Al-Mutairi: | firmly believe that the establishment
of a dedicated bankruptcy court is an essential
legislative safeqguard designed to shield the economy
from the sluggish pace of the general justice system,
rather than just a judicial luxury. This approach is
rooted in the timeless principle that ‘justice delayed
is justice denied!

To achieve this efficiency, the bankruptcy law
constructed a new institutional framework resting
on three interconnected pillars. The first is the
Bankruptcy Court, established under Article (4),
which holds specific jurisdiction over any disputes
emerging from the law’s application. The second
pillar is the Bankruptcy Department, mandated
by Article (7). Situated within the Court of First
Instance, this department is led by a judge holding
at least the rank of counselor, who works alongside
specialized bankruptcy judges appointed by the
General Assembly. The third pillar is the Bankruptcy
Committee, created pursuant to Article (11) through
a decree by the Minister of Commerce and Industry.
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Comprising a minimum of three experts in trustee
operations, finance, law, and economics, this
committee functions similarly to the expert advisory
departments found in traditional courts.

Underscoring that swift resolution is a cornerstone
of this legislation, Article (6) dictates that Bankruptcy
Courtrulings areimmediately enforceable upon their
drafting, without the need for formal notification.
Furthermore, these judgments cannot be delayed
by a stay of execution (Ishkal) or suspended by any
means other than a direct ruling from the Court of
Appeal.

Q4: How did the law regulate the difference
between “preventive settlement”and
“restructuring”? And why is the existence of
just one of them not enough?

Dr. Al-Mutairi: Inthe realm of finance, preventionand
treatment yield vastly different realities; protecting
capital before a crisis hits is always superior to
managing the fallout later. The law reflects this
philosophy by designing preventive settlement and
restructuring to address not just actual insolvency,
but also the early warning signs and fears of financial
distress, pursuant to Articles (13), (58), and (97).

However, these two protective stages have three
major structural differences. The first involves exactly
whois allowed to apply. Article (58) dictates that only
the debtor can apply for a preventive settlement.
Meanwhile, Article (97) allows the debtor, creditors,
or the regulatory authority to file for restructuring.
This creates a vital dynamic where a creditor can
push a company into restructuring, but cannot force
it into a preventive settlement.

The second difference lies in the level of legal
oversight. In a preventive settlement, the debtor
continues to manage their day-to-day operations
independently, only needing the bankruptcy judge’s
approval for extraordinary business decisions as per
Article (60). During restructuring, the debtor also
remains in charge, but their management is actively
supervised by a restructuring trustee, according to
Article (99).

The third crucial distinction is the length of legal
protection. The stay of claims in a preventive
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settlement is initially three months. Under Article
(61), this can be extended up to six months, but only
one month at a time. In restructuring, Article (102)
extends this protection until the plan is ratified. The
bankruptcy judge can extend this timeframe after
hearing from the Bankruptcy Committee, but if
preparing the plan will take more than six months
total, the required majority of creditors must formally
approve the extension.

Finally, the legislation guarantees a fair, step-by-step
process through Article (17). If multiple applications
are filed simultaneously, the law enforces a strict
order of priority: preventive settlement beats
restructuring, and restructuring beats bankruptcy.
The very first application filed serves as the primary
case. This logical arrangement guarantees that
struggling businesses are not subjected to severe
measures before exploring lighter alternatives,
beautifully reflecting the modern legal principle of
proportionality.

Q5: In contemporary legal frameworks, the ‘stay
of claims’is widely regarded as a crucial
mechanism for corporate rescue. How exactly
has the new Kuwaiti legislation structured
and implemented this concept?

Dr. Al-Mutairi: At its core, a stay of claims prioritizes
the survival of the business and the collective good
of all creditors over the demands of any single
individual. A debtor simply cannot focus on drafting a
viable restructuring plan when besieged by lawsuits
from all sides. Therefore, the law intentionally pauses
this legal barrage, creating breathing room to
negotiate a collective solution that maximizes the
payout for everyone involved. According to Articles
(61) and (102), the moment a preventive settlement
or restructuring procedure is officially opened, a stay
of claims automatically takes effect the very next
day. This legally suspends any enforcement actions
or lawsuits tied to the debtor’s finances. Yet, the law
carves out an important exception: recognizing that
human needs outweigh purely financial ones, it
explicitly allows labor and personal status lawsuits to
proceed unaffected.

Issue 26



Q6: The idea of “new financing” with its special
rankings is one of the most prominent
innovations of the law. What makes it pivotal
in rescuing projects?

Dr. Al-Mutairi: In my professional experience, a
business faces its most agonizing crisis the moment
lenders shut their doors. A bankruptcy law that fails
to reopen those doors is essentially economically
useless. Recognizing this reality, the new legislation
establishes a precise framework for injecting fresh
capital under Articles (67) through (69).

Under Article (67), a debtor is allowed to take on new
loans or bank facilities, with or without collateral,
regardless of whether the formal procedures have
officially commenced. The only condition is that
the lender must be fully informed of the debtor’s
preventive settlement or restructuring status.
Additionally, Article (68) grants the bankruptcy judge
the authority, after hearing from the Bankruptcy
Committee, to approve new financing that gives the
fresh lender priority over existing unsecured debts,
provided the funds are vital for operations and do
not undermine the creditors’ shared interests. The
most groundbreaking tool, however, is found in
Article (69). It permits the debtor to secure new
funding by mortgaging currently free assets or by
placing a secondary mortgage on already pledged
assets. Strikingly, the law even allows this new
mortgage to rank equally with or jump ahead of
existing mortgages, as long as the current mortgage
holders and the creditors’ committee agree to the
arrangement.

Q7: Three technical roles were introduced by
the law: the Trustee, the Controller, and the
Inspector. What distinguishes each of them?

Dr. Al-Mutairi: Every functional legal framework
requires a robust administrative mechanism to
enforce its provisions. Within this bankruptcy law,
that executive arm operates as a complementary
triad: a trustee who manages, a controller who
monitors, and an inspector who audits. To serve as
a trustee, an individual must be formally licensed
by the Capital Markets Authority or listed within its
official auditors’ register. The scope of this official’s
authority is not static; rather, it scales dynamically

according to the specific phase of the insolvency
process.

During a preventive settlement, the oversight
function is specifically assigned to a Controller.
Operating as a distinct legal role, the Controller
continuously monitors the execution of the
settlement through the documentation they
receive, ensuring permanent but minimally
intrusive supervision. As the process advances to
restructuring, the dynamic shifts. According to
Article (99), the debtor retains operational control
but must function under the direct supervision of
the trustee. In the event of a formal declaration of
bankruptcy, the debtor loses control entirely, and
the administration of their assets is transferred to the
trustee. For corporate debtors, Article (41) explicitly
grants the bankruptcy trustee the comprehensive
executive authorities traditionally held by the
company’s board of directors, chairman, chief
executive officer, and manager.

Toenforcestrictfinancialintegrity, Article (44) dictates
that the trustee must deposit any collected funds
into a designated account within ten days of receipt.
Failing to meet this deadline subjects the trustee to
an annual delay penalty of 7% and can even result in
their immediate dismissal and replacement. Finally,
the inspector serves as the system'’s auditor, tasked
with examining the debtor's broader business
activities or investigating specific transactions to
produce a formal report. Pursuant to Article (51),
an inspector is only appointed following a formally
reasoned request. This inspection acts as a critical
investigative tool for both the bankruptcy judge and
the involved stakeholders. It is designed to expose
suspicious financial activities, deter individuals
attempting to default in bad faith, protect creditors
from malicious asset depletion, and guarantee that
the entire legal proceeding is anchored in factual
data rather than deceptive information.

Q8: The law regulated “unenforceable
transactions”in the period prior to the
cessation of payment. What is the philosophy
behind these provisions?

Dr. Al-Mutairi: The scrutiny of transactions made
just before a bankruptcy declaration is one of the
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most delicate aspects of the new law. It operates
on a fair and straightforward rule: actions taken in
good faith during tough times are respected, but
actions taken to dodge financial obligations are
voided.

Under Article (158), certain transactions cannot be
enforced against creditors if they occurred within
three months prior to the debtor’s cessation of
payment. These suspect transactions include non-
customary gifts, highly unbalanced contracts,
paying off debts before they are actually due, settling
debts with unconventional assets, or creating new
guarantees for old debts. More importantly, the law
extends this “suspect period” to two full years if the
transaction involved an insider or a related party.
This is a highly intelligent rule, recognizing that
distressed debtors often use close associates to hide
assets from creditors. Furthermore, the bankruptcy
court can nullify any other transaction during this
period if it harmed creditors and the receiving party
knew, or should have known, that the debtor was
insolvent.

This system is perfectly balanced by Article (30),
which places a hard cap on how far back the
“cessation of payment” date can be set. While the
bankruptcy judge or interested parties can amend
this date up until the official list of debts is approved,
it eventually becomes final. To protect the broader
market and ensure stability, the law guarantees that
this cessation date cannot be backdated more than
two years from the day the bankruptcy procedures
were formally opened.

Q9: How exactly does the new legislation
regulate the creditor voting process for both
settlement proposals and restructuring
plans? Moreover, what specific standards of
fairness is the bankruptcy judge required to
verify before signing off?

Dr. Al-Mutairi: The legislation deliberately rejects
the notion that a bankruptcy majority should
merely function as a mechanism for the many to
overrule the few. Instead, it constructs the voting
process as an equitable balance of interests,
governed by strict fairness standards and the
vigilant oversight of a judge who validates both
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form and substance. From this foundation, the law
establishes a stringent definition of the “required
majority”in Article One, reinforced by the fairness
criteria in Article (83) and the expansive supervisory
powers granted to the bankruptcy judge in
subsequent provisions.

Pursuant to Article One, a valid majority is contingent
upon a tripartite equation; if any of the three criteria
fail, the vote is rendered invalid. First, the quorum
condition mandates the presence of affected
creditors representing more than half of the total
affected debt, ensuring that an attending minority
cannot dictate terms. Second, the weighted majority
condition requires approval from creditors holding
two-thirds of the debt represented at the assembly,
thereby safeguarding the stakes of major financiers.
Third, the numerical majority condition requires
the consent of a numerical majority of the affected
creditors. By expressly excluding related parties
from this headcount, the law brilliantly prevents the
debtor from distorting the outcome via affiliated
entities and stops a single dominant creditor from
monopolizing the decision.

In evaluating both preventive settlements and
restructuring plans, the bankruptcy judge s
mandated to reject or suspend ratification under
three distinct conditions: procedural nullity in the
convening or voting process, failure to secure the
required tripartite majority, or failure to satisfy the
standards of fairness.

A proposal is legally deemed to satisfy these
fairness standards when it provides creditors with
comprehensive information and adequate review
time. Furthermore, it must strictly adhere to the
procedural parameters previously submitted to the
Bankruptcy Department, honor existing collateral
and priority rights, and maintain absolute parity
among creditors of equal standing; particularly
concerning the allocation of financial losses and the
issuance of new rights.

As a final safeguard, the legislation grants dissenting
creditors a ten-day window to file a formal grievance
with the Bankruptcy Department against the
approval decision. Nevertheless, to ensure market
stability and procedural finality, any preventive
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settlement or restructuring plan that successfully
achieves judicial ratification becomes immediately
and universally enforceable against all stipulated
creditors, binding even those who actively rejected
the proposal or were absent from the proceedings.

Q10: From your practical experience, can you
tell us about a successful applied model
of restructuring under the new law? How
do texts turn into numbers that save real
companies?

Dr. Al-Mutairi: While the written text of the law
provides the official framework, its true value is
proven through practical application. A law that
successfully transforms a debtor’s financial distress
into a viable recovery is one that genuinely works.
One of the most compelling examples from my own
practice involves a Kuwaiti investment company,
whose name | will withhold for professional
confidentiality. The raw numbers from this case
are enough to convince anyone of the new law’s
efficiency. According to the restructuring trustee,
the company’s default interest alone had ballooned
to 38.6% of its total outstanding debt. To resolve
this, the company offered its creditors two distinct
restructuring paths; pay 37% of the total debt within
one year, with a complete waiver of all interest and
default interest or pay 40% of the total debt within
two years, also completely waiving the interest.

When you compare these offers to the alternative
of forced liquidation, the choice is obvious. In a
bankruptcy scenario, the company’s total liquid
assets and cash amounted to just 42.9% of the total
debt. Once you subtract administrative fees and
priority claims, which consume about 12.3% of the
debt, the actual pool of money left for distribution
drops to 30.6%. This translates to a dismal recovery
rate of just 22.09%, and creditors could be forced to
wait up to five years for the process to conclude.

Comparing a 22.09% recovery over five years to a
37% or 40% recovery in just one or two years makes
the restructuring route the undisputed winner. More
importantly, these proposals slashed the company’s
accumulated losses by 91% (under the first proposal)
and 87% (under the second), while simultaneously
restoring a surplus in equity and saving the
business from collapse. This perfectly illustrates how

restructuring secures a mutual victory for both the
debtor and the creditors.

Q11: To give our readers a broader perspective,
could you share an example of a completely
different nature? Perhaps a case study
involving a company from another sector,
just toillustrate that this law isn’t simply a
rigid, one-size-fits-all solution?

Dr. Al-Mutairi: Yes, | do. The ultimate proof of
restructuring’s superiority lies in cases where forced
sales completely fail to achieve a property’s true
value, yet a structured plan succeeds. A perfect
example of this adaptability involves a Kuwaiti real
estate holding company carrying roughly 60 million
Kuwaiti Dinars in registered debt. To eliminate any
doubt, an independent international consultancy
conducted a rigorous financial comparison of the
two paths.

The proposed restructuring plan,anchored in Articles
(117) through (124) of the law, relied on the orderly
sale of real estate at fair market value, completely
avoiding forced auctions. The strategy dictated
that residential sales would first clear government
dues, with the surplus funding creditor payments.
Under this plan, ordinary creditors would receive
50% of their principal over three interest-free annual
installments, while secured creditors would receive
70% over four years. Ultimately, this path guaranteed
a 50% payout to seizing creditors, full settlement of
government fees, and the survival of the company.

Conversely, rejecting the plan and forcing a public
auction would be disastrous. The study revealed
that forced real estate collections would not exceed
35.9% of total claims. Seizing creditors would walk
away with only 36%, government fees would be
ignored, and shareholders would face net losses
exceeding 91.5% of original claims, dragging
equity down to a negative 58%. Most tragically, the
company would be destroyed.

This model captures the very soul of the new law:
enabling a distressed debtor to pay the highest
possible amount while keeping the business alive
and profitable. It saves all parties from a lose-lose
liquidation scenario. When the choice is between
a 50% or a 36% recovery, restructuring is the self-
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evident winner, especially knowing that forced
auctions automatically slash property prices by 10%
per buyerless session, frequently driving sale values
20% to 40% below the actual market rate.

Q12: To summarize our discussion: what is
the ultimate message that this new legal
framework sends to both struggling debtor
companies and their creditors?

Dr. Al-Mutairi: We can conclude our discussion of
the bankruptcy law with a single rule that captures
its entire philosophy: “The law does not protect the
defaulter at the expense of the creditor, but rather
protects the national economy from the loss of both
together” Two complementary messages branch
out from this core principle.

For distressed companies, the message is that
financial distress is no longer the end of the road.
The law has granted them two distinct lifelines
before the final station, preventive settlement and
restructuring. It has equipped them with modern
tools such as new financing, the stay of claims, the
suspension of penal procedures for checks, and the
continuation of vital contracts. These are not just

legislative luxuries; they are genuine rescue tools
that have proven their effectiveness in reality. As
we saw in the previous models, these legal texts
translate into hard numbers that save companies,
preserve jobs, and protect financial dues.

For the creditor, the message is that their rights are
strictly safeguarded. This is ensured through a clear
ranking of debts, comprehensive judicial oversight
at every step, and the right to grievance and appeal,
which is strictly regulated in Part Seven (Articles 267
to 274). Furthermore, the law criminalizes any actions
harmful to creditors, imposing severe penalties
under Articles (275) to (293).

In summary, Bankruptcy Law No. (71) of 2020 is
not merely new legislation; it is a comprehensive
legal platform designed to rebuild confidence in
the national economy. It transforms distress from a
stigma into an opportunity, and from an end into a
new beginning. The practical cases | have personally
managed stand as a testament that this law is not just
ink on paper, it is a real, functional tool that preserves
creditors’ rights while restoring a company’s ability
to live.

First Investment Company Journey’s Conclusion

The story of First Investment Company exhibits
how financial distress is not the end of the road for
companies with potential. Establishing trust with
stakeholders, clear communication, and transparency
could revive a company amid a crisis, turning it
into an opportunity and a source of strength. With
change being the only constant, restructuring serves
as an efficient tool for companies to bounce back
stronger.

The transition from frameworks to supportive
systems represents a significant milestone marking
the maturity of Kuwait's financial architecture. By
fostering an environment where entrepreneurs and
legacy corporations alike can navigate complex
challenges with legal certainty and transparency, the
region is positioning itself as a stable and attractive
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destination for global capital. This evolution creates
a ripple effect, where improved corporate health
directly translates into broader economic stability
and increased confidence among international
stakeholders.

Ultimately, the successful transformation of a
business lies in the balance between technical
restructuring and the human element of leadership.
Clear communication, transparency, and a
commitment to shared value among all participants
are the intangible forces that turn a legal process into
a strategic triumph. As these modern frameworks
continue to be refined, they will serve as the base
for a new era of growth, aiding in the long-term
prosperity of the interconnected markets across the
GCC.
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