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FOREWORD 

 

The Government of Armenia has demonstrated ongoing commitment to reforming its bankruptcy 

system. This commitment shows most clearly in a succession of legislative and institutional 

capacity reforms underpinning the system. As part of this ongoing process, the UK “Good 

Governance Fund” is collaborating with the Ministry of Justice and the Ministry of Economy to 

design holistic, strategic approaches to reforming Armenia’s bankruptcy system under the project. 

Under the first phase of this collaboration, research and analysis of current practices, perceptions 

and experience under the system were mapped and presented in the “Bankruptcy System 

Assessment Report” (hereafter, Assessment Report).  This document represents a culmination of 

the second phase of this collaboration, specifically, the delivery of a Road Map with Action Plan 

(hereafter, Road Map) that can guide ongoing reform efforts.  

This Road Map has a twofold purpose: 

 Build on the findings (both overt and implicit) from the first phase of the project to develop a 

cohesive approach to bankruptcy reform in Armenia 

 In line with this approach, provide concrete recommendations to improve the bankruptcy 

process in Armenia 

Using key findings from the Assessment Report, this Road Map aims to better understand and 

tackle the dynamics underpinning the implementation gap that persists between past reforms and 

their limited application in practice. In particular, it builds on the work already done to reform the 

Law on Bankruptcy of the Republic of Armenia, taking much of the work done under this law as a 

starting point and providing recommendations to implement it correctly.  

This is done in the knowledge that the Government of Armenia and its international partners 

understand that sustained focus on ‘formal’ measures such as legislative reforms must also be 

accompanied by improvements from a social development and institutional capacity perspective. 

The Road Map is evidence-based; it first presents, under Part One, key high level findings on the 

operation of this persistent “implementation gap”, including the impact of underlying institutional 

and social dynamics. Part Two to the Road Map then feeds these findings into short- and medium-

term areas of action and presents a comprehensive and evidence-based Bankruptcy System Reform 

Road Map with Action Plan. Part Three builds on both the findings of Part One as well as the 

professional views of Ministry of Justice actors solicited during the course of the project, and 

proposes the development, in the longer term, of a dedicated Bankruptcy Code which would 

regroup all legislation related to the insolvency process in Armenia. 

Together, the research findings and the Road Map presented herein represent an important 

complement to past and current reform efforts, particularly formal reform measures in the 

legislative arena. Specifically, the Road Map proposes outcome-oriented measures that target 

institutional reforms and public engagement. Building on the phase one findings, these measures 

are essential to building public confidence and trust in the bankruptcy system, and securing its 

transparent, fair and efficient operation. Special attention is paid to the importance of integrating 

measures that respond to vulnerabilities faced by women and female entrepreneurs in particular.   

In addition to its role as an overall blueprint for insolvency reform in Armenia, the Road Map has, 

at the request of the Ministry of Justice, also conducted a ‘deep dive’ in terms of international 
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practice into specific areas which were identified by experts within the insolvency system as an 

obstacle to progress, namely: 

 Bankruptcy administrator remuneration 

 Financial recovery processes 

 Right of access to banking secrecy by bankruptcy administrators: regulations, mechanism of 

insolvency; and  

 assistance of state and non-state bodies in the creditor's property disclosure. 

High level findings from this ‘deep dive’ have been incorporated into the relevant sections of Parts 

2 and 3 below, with the full set of findings set out in Annex 1. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



| ROAD MAP WITH ACTION PLAN FOR BANKRUPTCY SYSTEM REFORM 

 | 5 

 

DATA FINDINGS 
 

The Assessment Report collates the findings from the data-gathering phase of this project. From 

this phase, clear findings have emerged. Some of these are obvious from a prima facie review of 

the data; others should be read in conjunction with other parts of the survey or with findings from 

additional information sources in order to extrapolate meaningful findings. It is noteworthy that 

this recent collection of data on perceptions and experience under the system validates findings 

from earlier bankruptcy research initiatives, principally conducted by the EBRD. Specifically, 

despite waves of legislative reforms, an “implementation gap” persists under Armenia’s 

bankruptcy system.  

 

Key findings 

A viable bankruptcy system considers the interests and obligations of multiple stakeholders, 

including debtors, creditors, as well as, government and judicial actors responsible for its normal 

operation, in accordance with their authorities. The data generated by the Assessment Report 

provides further information on key areas of Armenia’s bankruptcy system that requires continued 

reform efforts. This section presents these findings in accordance with the key elements needed for 

a functioning system: 

 Commencement of bankruptcy proceedings 

 Treatment of estate assets 

 Reorganisation processes 

 Terminal/liquidation processes 

Access to information and effectively accessing proceedings 

The Assessment Report clearly shows that access to information is an issue in the overall 

bankruptcy process. Fully 70.5% of debtors surveyed during the phase 1 of the project were 

completely unaware of the process before entering it, with over 50% identifying the lack of 

information as a key issue, which negatively influenced the process. This can have serious 

consequences for the outcome of bankruptcy cases. When trigger mechanisms are unclear, 

proceedings can be delayed, leading to a decrease in the value of assets and less likelihood of a 

successfully managed restructuring.  

Moreover, the sources of information appear to be of limited accessibility. Very few people 

reported using electronic resources to get information; rather, the plurality of respondents were 

informed orally instead of through more verifiable sources. The lack of awareness of the 

bankruptcy system users, coupled with the unreliable sources of information which they use to 

educate themselves, makes them more vulnerable to abuses of the system by other actors, in 

particular creditors. 

Treatment of estate assets and creditors affected by capacity deficit of key players  in the process 

Institutional capacity is key to effective implementation of bankruptcy procedures. For example, 

providing adequate notice and access to information to interested parties ensures transparency and 

avoids creditors from being barred from asserting their claims1. (This is particularly important in 

                                              
1 Lack of creditor control was cited as a key issue in the 2018 EBRD Armenia Bankruptcy Law Review (hereafter “ EBRD Report”) 
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cases involving extrajudicial creditors.) Relatedly, the effective exercise of existing procedural 

rules by institutional actors is needed to ensure a functional rescue process for debtors, including an 

opportunity to restructure and maintain operations.  

The lack of capacity of key players in the process came across strongly in the Assessment Report, 

particularly in the qualitative interviews. In terms of information, it was acknowledged that even 

some of the supposed experts in the process e.g. lawyers are not particularly well-informed. 

Qualitative interviews also showed that bankruptcy administrators sometimes tend to lack the skills 

or knowledge to correctly fulfill their role. At the same time, inadequate knowledge of key players 

in bankruptcy legislation can be problematic, which also makes them open to exploitation as well 

as reducing the chances of a fair and informed ruling for the debtor or creditor.  

 

Predisposition to liquidation processes 

Within Armenia, a very high percentage of cases entering the bankruptcy process proceed directly 

to liquidation. Over 64% of those surveyed as part of Phase 1 did not attempt a financial recovery 

plan; moreover, efforts of debtors to come to an agreement with creditors failed in many instances. 

These outcomes may be explained by a number of factors. First, out of court settlements tend to be 

discouraged both culturally and under the law2. Second, many debtors own very little 

unencumbered property. With little to liquidate and distribute, by the time an organisation applies 

for bankruptcy in Armenia, it tends to resemble less a “patient, more a corpse.”3 Indeed, the 

organisation has delayed filing for bankruptcy to the extent that it is no longer viable to restructure. 

As a characteristic is common to bankruptcy cases, bankruptcy systems need to thus account for 

two things: i) enable  conditions within which restructuring is possible (including early operation of 

robust trigger mechanisms such as the health of balance and liquidity sheets); and, ii) ensure 

sufficiently strong avoidance provisions to prevent asset sell-off beforehand.  

Finally, the assessment found there to be insufficient incentives in the current system for 

bankruptcy administrators to pursue restructuring options. Presently, “in practice, it is easier for 

[them] to sell the property and receive their fee than to create a financial recovery plan.”4 

Together, these factors stymie the ability to realise international good practices and highlight 

continued normative and institutional capacity gaps. Moreover, it is ultimately in the interests of 

Armenian economic development to prioritise restructuring over liquidation where viable.  

 

Underlying dynamics 

While the law and procedures governing bankruptcy directly impact the operational viability of the 

system, institutional and social dynamics also play a role in determining whether it is predictable, 

efficient and fair in operation. This section presents these underlying dynamics.   

 

Corruption dynamics 

Transparency and fairness remain important elements to an effective, functioning bankruptcy 

system. Debtor respondents were strenuous in their denials that corruption was not an issue for 

them personally during the bankruptcy process (answers over 90% for all such questions). This is 

                                              
2 Consider Assessment Report, case study number 4, for example, where a successful out of court resolution of a bankruptcy case was found to 

breach parts of the law.  
3 Assessment Report, page 51 
4 Assessment Report, page 73 



| ROAD MAP WITH ACTION PLAN FOR BANKRUPTCY SYSTEM REFORM 

 | 7 

 

hardly surprising as for a debtor to confess that corruption had taken place i.e. that a corrupter had 

asked them for a bribe would have been equal to admitting that they were also complicit i.e. the 

corruptee. This hypothesis is borne out by the fact that, when asked in the abstract, 53.5% of the 

same respondents felt that a ‘disreputable and non-transparent bankruptcy system’ was a significant 

problem, with 38% saying that it ‘greatly influenced’ their own process.   

 

The views of the experts also tended to point to the existence of corrupt dynamics, in particular:  

 between the court and bankruptcy administrators. There are corruption risks due to the small 

role of the players of bankruptcy proceedings in terms of current legal arrangements, the system 

of selection of bankruptcy administrators and in the process of their appointment. Opportunity 

for the court to terminate the powers of bankruptcy administrators during the proceedings can 

also play a negative role within the bankruptcy administrator profession. Due to the ignorance 

of many of the players in the process, bankruptcy administrators have significant levels of 

discretion in their day-to-day working. This comes across clearly in the case studies where 

bankruptcy administrators have ostensible flaws  without being challenged. It is not possible to 

ascertain whether these flaws were deliberate (corruption) or accidental (incompetence); 

however, they do point to the fact that bankruptcy administrators enjoy high levels of 

discretion. Other parts of the Assessment Report point to the fact that bankruptcy 

administrators are suspected of corrupt practices; there are, for example, instances of auction 

property being acquired by bank administrators’ relatives or contacts. Expert groups also 

concluded that the remuneration and expenses of the bankruptcy administrators tend to be high 

and less then transparent in their formation.  

 

There is not enough evidence from the research findings to positively affirm that corruption has 

definitely taken place. However, there is enough information to show that players in the system 

enjoy considerable discretion and, given the lack of alternatives, a de facto monopoly within the 

bankruptcy process. For these reasons, it can be concluded that the risk of corruption is definitely 

present in the current system.  

 

Weak institutional capacity breeds poor public confidence in the bankruptcy system 

Research findings  indicate that neither the law nor the relevant institutions enjoy satisfactory 

levels of public knowledge or confidence. In addition to the information set out in the section 

above, the survey showed that debtor respondents did not understand the regulatory structures 

which underpin the bankruptcy process, with 76.5% of respondents unaware of which body they 

could turn to for further assistance or in the case of complaints about the way their case was being 

handled. When asked to name a body to which they thought they could turn for assistance, only 2% 

of respondents named the Self-Regulating Organisation of bankruptcy administrators (SRO) and 

2.5% named the Ministry of Justice. It is difficult for an bankruptcy system to function effectively 

unless the public fully understands its overall role as a functional financial ‘rescue process’, that 

includes restructuring and reorganising and not simply liquidation and debt discharge. Moreover, 

accessing the system in its entirety is also crucial to maintaining a system of incentives for 

administrators to operate therein. 
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Respondents were clear that the current bankruptcy law is a problem, though their answers were 

contradictory as to precisely how it was a problem. While a plurality of respondents did not 

explicitly blame the legislation for issues arising out of their bankruptcy processes, 58% thought 

that the legislation was “a problem” and 69.5% were of the view that the law should be changed 

(suggesting that 11.5% of respondents thought that the legislation should be changed despite it not 

being a problem). Low levels of public confidence feed the same challenges for an bankruptcy 

system that arise out of low levels of public information. 

 

These findings suggest that respondents are not well-versed in the details of bankruptcy law, 

leaving them vulnerable to potential abuses by actors in the system. In turn, debtors find 

themselves with fewer informed choices on how to reorganise and return to manageable debt 

burdens afforded under a robust legal system. The research further found that even for those actors 

presumably familiar with the law, the latter is far from clear. In qualitative interviews with 

bankruptcy experts, questions as to whether, under the law, debtors or creditors have priority 

interests yielded a variety of different, confusing answers.  

 

Together, these dynamics highlight the importance of coordinating legislative reforms with a menu 

of sector-related initiatives, ranging from institutional reforms, capacity building of institutional 

actors, as well as, strengthened awareness of debtors and the public at large. Redressing issues 

related to both the legal and institutional governance of Armenia’s bankruptcy system is clearly a 

necessary condition to realise a fully functional, efficient and predictable bankruptcy system. 

 

Gendered implications of the bankruptcy system reforms 

Despite concerted efforts by the Armenian government, the status of women and girls in Armenian 

society remains painfully low.5 Deeply entrenched socio-cultural practices and beliefs will no 

doubt take time to overcome. However, the Government of Armenia’s continued engagement in 

private sector and business environment reform presents a unique opportunity to improve the status 

of Armenian women by strengthening their economic empowerment.6 This section presents an 

overview of gender-specific considerations for bankruptcy system reforms, and applies them to the 

current country context.  

 

Gender considerations for bankruptcy systems 

Though woefully few in number, a review of the literature on the gendered impacts of bankruptcy 

points to areas in which a gender-sensitive approach to bankruptcy reform should be undertaken. 

 Women as debtors 

o Increased vulnerability to corporate bankruptcy: Generally, female entrepreneurs 

possess less access to finance. Women also often work as micro enterprises or self-

employed, which can be more volatile for their businesses. 

                                              
5 See Armenia Country Report, Committee on the Convention for the Elimination of Discrimination Against Women (CEDAW), 5 th & 6th Periodic 

Reports (2015), and Report of the Commissioner for Human Rights of the Council of Europe (2019).  
6 Consider this opportunity despite an increasing “ paternalist approach” to public and private enterprise, described by Hrant Mi kaelian, “ Self-

employment, micro and small business in Armenia” (2017), Caucasus Institute/Gerber Ruf Foundation.  
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o Increased vulnerability to consumer bankruptcy: Women tend to be more exposed to 

negative shocks to their income (interruption income, especially if relying on other 

family members; job loss or layoff; responsible for costs of unexpected medical 

problems in the family, etc.).7 This leaves them more likely to shoulder consumer 

debt to continue to provide for their families. 

o Greater need for outreach on bankruptcy process: Women have been found to be 

more sensitive to the social stigma associated with bankruptcy, and thus take more 

precautionary steps to minimise financial risk.8 This tendency, however, may 

preclude women from accessing bankruptcy as a “functional rescue process” 

through which they can better manage debt burdens and maintain operations.  

 Women as creditors 

o Male debtors who owe child and spousal support are over-represented in bankruptcy 

cases.9 While these obligations are often as a matter of policy ineligible as 

dischargeable debt, bankruptcy systems must consider how overly burdensome 

restructuring plans may eat into the proportion of income spent for family support. 

o Notice requirements should extend to ex-spouses, with whom administrators should 

communicate regularly to supervise family support payments from future income of 

their former husbands. Doing so gives the debtor further incentive to remain current 

on outstanding liabilities, else risk being dismissed from bankruptcy without any 

debt relief.      

 

Armenia Gender Profile   

Female representation in the business sector remains low at 23.61%, with the bulk working as 

micro-enterprises or self-employed.10 Female entrepreneurs are concentrated in the service sector, 

primarily: (i) services related with beauty, repair/tailoring, catering, design and gym or educational; 

(ii) trade of food, household items, clothing, cosmetics or hygienic products; (ii) agriculture; and, 

(iv) production of clothing, confectionery or bakery.  11  

The prospects for Armenian women to formally access financial capital appear extremely low.12 

For example, 74% of the share of house owners are male, while 70% of the share of agricultural 

law is owned by men.13 It appears that many secure financing for their economic operations from 

foreign remittances, which is not always a secure or viable source of support and keeps female 

entrepreneurs from taking steps to formalise their activities, including accessing capital financing. 

Indeed, under the Assessment Report, women reported higher levels of awareness of existing 

overdue liabilities. 

                                              
7 See Emma Caterine, “ A fresh start for a women’s economy: Beyond punitive consumer bankruptcy”, 33(1) Berkeley Journal of Gender Law & 

Justice (2018).   
8 Agarwal et al, “ Gender gap in personal bankruptcy risks: Empirical Evidence from Singapore” (2016).  
9 See Elisabeth Warren, “ What is a women’s issue? Bankruptcy, commercial law and other gender-neutral topics”, 25 Harvard Women’s Law 

Journal (2002).  
10 Mikaelian, using World Bank Enterprise Survey data. See also the data from Meri Hayrapetyan, “ Factors that drive female entrepreneurship in 

Armenia”, Masters Dissertation, Instituto Politécnico de Bragança (2016).  
11  Hayrapetyan. See also Asian Development Bank, “ Armenia Country Gender Assessment” (2015).  
12 For a detailed analysis, see Hayrapetyan, CEDAW Report.  

13 OECD Social Institutions & Gender Index, Armenia (2019), relying on data from Gender, Institutions and Development Database, 

https://oe.cd/ds/GIDDB2019. 

https://oe.cd/ds/GIDDB2019
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Persistent short-comings in the legal framework can compound the socio-cultural factors that 

impede women’s economic empowerment. For example, 54% of women declared a lack of 

confidence in the justice system, while the OECD assessed the strength of the legal framework on 

ensuring access to financial services and land assets for women at a paltry 25%.14 (Consider also 

the lower levels of satisfaction with bankruptcy judges reported by women by the Assessment 

Report.) Likewise, the OECD scored the legal framework governing divorce poorly (25%), leaving 

women vulnerable with respect to legally securing financial support from their ex-spouses.  

 

As reported under the Assessment Report, with more women proceeding on personal application 

though fewer reached an agreement with creditors. Together, these factors demonstrate the 

importance of orienting bankruptcy reforms in a gender-sensitive manner, including: 

 Leaning the balance of dischargeable debt relief towards ensuring female entrepreneurs 

have a more stable post-bankruptcy position, including avoiding binding longer and/or 

larger repayments of already modest incomes  

 Flexibility on restructuring plans since women will be even less likely to own 

unencumbered property and/or assets  

 Tailored support for women during proceedings due to poor confidence in the justice 

system 

 Greater access to information on potential recovery plans, through which they can 

undertake debt reconstruction whilst continuing to run their businesses (as opposed to 

liquidation) 

 Reducing legal complexity to avoid increases in legal fees and the requirement of more 

rounds of negotiations (which can be adversely affected by a lower social status)15 

 Educating bankruptcy judges and administrators on the risks of gender bias in blinding 

applying existing bankruptcy rules on female debtors, and, their social responsibility to 

ensure that female creditors are protected under the system. 

 With many female entrepreneurs working in the informal sector or self-employed, 

bankruptcy reforms should consider not only corporate bankruptcies but the potential of 

reforms to consumer bankruptcy provisions.  

 Bankruptcy reforms should be considered against priorities under the National SME 

Strategy and the Gender Policy Strategic Action Plan. 

 

Implications for bankruptcy reforms 

 

A strong functioning bankruptcy system is inherently complex, as demonstrated by the linkages 

between the high-level findings set out above. Lack of information plays a key part in potential 

corruption dynamics, for example, while lack of capacity of players in the system plays a part in 

making sure that an unclear law creates yet more confusion. For this reason, reform initiatives must 

treat it as such, drawing on a variety of policy tools and choices to tackle the different aspects of 

the system in parallel or sequentially.  

 

                                              
14 OECD (2019).  
15 Consider the Assessment Report findings that women were more likely to use an attorney.  
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As seen from the findings and conclusions above, the pillars of a viable bankruptcy system include: 

 Easy and predictable access to bankruptcy proceedings 

 The availability of alternative remedies (such as liquidation and rehabilitation) 

 Procedures that permit an efficient, proper and timely administration of bankruptcy cases 

 Sensitivity to provisions that may have a disproportionately adverse impact on women 

 

To best realise these pillars, we set out three principal outcomes which can drive changes to the 

existing system: 

 Enhanced governance and oversight 

 Increased capacity and motivation of key actors in the system 

 Improved public awareness and understanding 

These outcomes will be achieved in two stages. In the short to medium term, targeted actions at 

different points in the bankruptcy system are required. Each of these action categories contributes 

to one or more aims: 

 Entry and adherence to the bankruptcy administrator profession 

 Bankruptcy administrator appointment and replacement 

 Regulation, supervision and discipline 

 Access to information, communication and reporting 

 Judges and the role of the courts 

 Professional conduct and ethics 

 Remuneration of bankruptcy administrators 

 Valuation of assets and auction process 

 Financial recovery plans 

 Increased creditor control 

 

In the longer term, it is essential to have a bankruptcy code enacted. This will be used to enshrine 

key aspects of the bankruptcy process in a standalone document which can serve as a guide for all 

actors in the process. All the procedural and material aspects will be incorporated into one code. 

This code will thus represent a universal, comprehensive and effective legal act dealing with all 

aspects of bankruptcy.  
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SHORT AND MEDIUM TERM STRATEGIC REFORM 
INITIATIVES (ACTIONS) 
 

 

1. Entry and adherence to the bankruptcy administrator profession 

Problem statement: bankruptcy administrators currently do not have to have a degree or 

background relevant to their job – higher education in any subject and passing an exam are 

sufficient. Ongoing professional development is not monitored and is not tailored to specific 

issues in Armenia. 

Reference: for more details, please refer to the “Activities of the bankruptcy administrators” 

section in the Bankruptcy system assessment report (page 45) 

Aim: improve the standards and processes governing entry into the bankruptcy administrator 

process, and strengthen the quality of service-delivery by the profession as a whole 

Outcome(s) contributed to: enhanced governance and oversight; increased capacity and 

motivation of key actors in the system 

Action Description/rationale 

1.1 Change entry 

requirements 

Tailor entry requirements to education in a relevant subject 

matter (i.e. a background on law, accountancy, management 

or economics).  

Measures to improve gender representation in the profession 

should be considered and adopted. 

1.2 Review the qualification 

process and update in line 

with good international 

practice 

As per the relevant 2011 Government of Armenia decision,16 

responsibility for the qualification exam lies with the MoJ.  

The MoJ should consider the following measures to enhance 

the process: 

 In order to ensure high professionalism of bankruptcy 

administrators, training programs should be developed, 

and bankruptcy administrators should be trained prior to 

their qualification. This will be a necessity, so that only 

professional candidates can participate in bankruptcy 

administrators' qualification procedure. 

 The current examination system focuses heavily on the 

law (40% of multiple choice questions and much of the 

interview part). Moreover, the examination commission is 

composed primarily of government officials. While strong 

understanding of the law is key for bankruptcy 

administrators, research findings suggest that they also 

need to understand business better, in order to be in a 

                                              
16 ‘Regulation on the Bankruptcy Administrator Qualification,” 18 August 2011 N 1179-N 
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position to propose financial recovery where appropriate. 

The examination system should be reviewed with this in 

mind. MoJ should consider examining how other 

jurisdictions assess bankruptcy administrator applicants 

and incorporate relevant changes into the entrance exam 

procedure.  

 Marking of the exams should be anonymised and 

discretion should be minimised (e.g. cross-marking, 

and/or independent spot checks of marked exam papers 

from an external body) 

 The 2011 decision does not mention conflicts of interest. 

There should be a mechanism allowing members to recuse 

themselves in case of personal relationships with any 

candidates 

The 2011 decision allows for an appeals process but does not 

set out how such a process should work. This process should 

be clarified and published as part of the general 

documentation on the e-bankruptcy platform (see activity 4.1 

below). 

It should be noted that according to Draft Law on 

Amendments to the Law on Bankruptcy (hereafter Draft 

Law)17 contains new specific provisions regarding the entry 

requirements and it is expected to have a positive impact on 

this issue. According to the Draft Law, the qualification 

process will be revised and a suitable  decree by Minister of 

Justice adopted, taking into account the considerations above. 

1.3 Develop scientific-

practical commentary to 

the Law on Bankruptcy of 

RA, guidelines, manuals 

and other necessary 

sources required for  

educating the bankruptcy 

administrators  

 The existence of relevant sources is essential for bankruptcy 

administrators for the entry to the profession. Moreover, 

stakeholders often face legal issues, solutions for which need 

to be found in practical and scientific sources. The problem is, 

however, there are no comprehensive sources (comments, 

guidelines, manuals, etc.) in the Armenian language in line 

with existing legislation and developments, which will refer to 

all aspects of the bankruptcy proceedings and the legal 

regulations of the Law on Bankruptcy. 

 In this regard, it is necessary to elaborate comprehensive 

documents- scientific-practical article-by-article commentary 

on the Law on Bankruptcy, manuals and guidelines that will 

include a fulloverview of bankruptcy legislation and 

bankruptcy proceedings and will provide obtainable 

commentaries, taking into account judicial practice and 

                                              
17 http://www.parliament.am/drafts.php?sel=showdraft&DraftID=52706 
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procedural approaches, proceeding features and practical 

issues. As a result, stakeholders will have a reliable source of 

information about bankruptcy legislation which will provide 

them with solutions to practical issues.  

 Thus, the importance of such guide is emphasized at least in 

the following areas: 

 1. Professional education of bankruptcy administrators. 

 2. Training of bankruptcy administrators. 

3. Providing the stakeholders and other people interested in 

bankruptcy proceedings with theoretical and practical 

knowledge. 

1.4 Review and update 

the current training 

programme  

 

1.4.1. Review the subject 

courses for trainings. 

1.4.2. Introduce an online 

training system. 

1.4.3. Involve international 

experts in the training 

processes. 

 

 

Currently, trainings are broken down by provisions in the law; 

there are no areas of specialisation provided for (e.g. 

differentiation by sector).  Self-Regulatory Organisations of 

bankruptcy administrators (hereafter SRO), in collaboration 

with MoJ, should make the training programme more relevant 

for bankruptcy administrators (BAs) by improving the 

relevance, variety and quality of the training materials. 

Specifically: 

 The training programme should be based on the revised 

law and current case trends, including case studies 

 Training should include clear guidance on the problems 

and benefits of financial restructuring, as well as how to 

conduct the process (this is a first step. Ultimately as the 

profession matures, there should be a drive to encourage a 

“developing profession of turnaround experts”)18 

 Training should be tailored to allow specialisation in 

specific areas e.g. financial recovery of businesses in key 

sectors of the Armenian economy   

 Training should also include a strong ethics and 

professional responsibility component (see section 6 

below) 

 Training should include a gender-sensitivity module that 

enables administrative responses that are tailored to the 

specific needs of female creditors 

 In addition to changing the content of the courses, the SRO 

should consider making the way that training is carried out 

more engaging and dynamic, e.g. 

 Put more training sessions online, using innovative 

training platforms and software 

 Invite international experts or speakers to provide 

                                              
18 “ Assessment of Insolvency Office Holders,” EBRD, 2014, p.5.  
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trainings for BAs 

Each BA should be expected to complete a minimum number 

of hours of training per year to maintain their accreditation. 

This should be logged and monitored by the SRO. 

The training record, professional backgrounds and 

qualifications of bankruptcy administrators should be mapped 

onto a competency matrix by the SRO and updated regularly. 

This will help the SRO to understand better the different skill 

sets of its members, including those with positive track 

records for assisting female debtors. Ultimately, this 

competency matrix could be used as a factor in the selection 

of bankruptcy administrators (see section 2 below). 

It is worth mentioning that the Draft Law makes provision for 

better organisation and oversight of bankruptcy administrators 

training. However, there is nothing in the Draft Law about the 

content of the training. 

1.5  Introduce certain 

mechanisms to ensure the 

proportionality of 

membership fees and other 

fees paid by BAs. 

Recent studies showed that the SRO established a very high 

membership fee for new BAs entering the profession. This is 

problematic in terms of attracting new talent to the profession. 

Potential administrators should not be disqualified simply by 

virtue of disproportionate membership fees. The MoJ, as a 

key regulator of the field, should have certain mechanisms to 

ensure the proportionality of the fees paid by BAs.  

It should be noted that some mechanisms have been 

introduced in Draft Law giving the MoJ some powers to better 

regulate this issue, e.g. an SRO should agree the fees over a 

certain amount prescribed by law with the MoJ  
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2. Bankruptcy administrator appointment and replacement 

Problem statement: the current system (both legal and institutional) of ‘random selection’ of 

bankruptcy administrators to cases is unsatisfactory. The problem is that there is a practice, 

based on the existing regulations, whereby some administrators due to the number and nature 

of the cases assigned to them get disproportionately high remuneration compared to other 

administartors. 

Reference: for more details, please refer to the “Activities of the bankruptcy administrators” 

section in the Bankruptcy system assessment report (page 45) 

Aim: tailor the system of bankruptcy administrator appointment and replacement to reduce 

opportunities for discretion and enable an increased alignment of skills with client cases  

Outcome(s) contributed to: enhanced governance and oversight; increased capacity and 

motivation of key actors in the system 

Action Description/rationale 

2.1 Revise the procedure for 

appointment of BAs. 

2.1.1 Enhance creditors’ role 

and participation in the 

appointment of BAs 

2.1.2. Ensure just distribution 

of bankruptcy cases among 

the bankruptcy 

administrators.  

Research findings showed that in 72% of cases, the interim 

bankruptcy administrator was appointed by the court at their 

discretion.  

Judicial discretion should be reduced at two levels: 

1) Law:  Potential changes could include: 

- giving more power to creditors to object to the interim 

bankruptcy administrator (see EBRD 

recommendations).  

2) Institutional: the EBRD Report found that the Random 

Allocation System was open to human interference; this 

finding was also borne out under the case studies. The 

RAS is expected to be changed as part of the 

implementation of the e-bankruptcy platform. In future, 

the system will automatically select an interim BA when 

the initial request for bankruptcy is filed. Once the initial 

request has been approved, the following process will be 

used to appoint a permanent bankruptcy administrator: 

o Subject to some basic filters (geographical 

experience, number of completed cases, 

complexity of current case), the revised Random 

Allocation System software will produce a list of 

bankruptcy administrators 

o From this list, a completely random selection will 

be made 

o Consideration should also be given to the role of 

the creditors in this final selection, including veto 

power in case of objection to the BA selected (see 

10.2 below) 

While this will go some way towards addressing the issue of 

judicial discretion, it does not necessarily mean that BA 



| ROAD MAP WITH ACTION PLAN FOR BANKRUPTCY SYSTEM REFORM 

 | 18 

 

skillsets will be matched to appropriate cases. The phase 1 

findings highlighted concerns that a fully randomised system 

risked a misalignment of skills. This is a particular risk in 

complex bankruptcy cases where a specific skillset is needed, 

as well as in response to gender-specific vulnerabilities faced 

by female debtors (or creditors in cases of spousal/child 

support to ex-spouses). Once a revised training plan is in 

place and the SRO understands the different skills of each of 

its members (see section 1 above), the competency matrix 

could be integrated into the Random Allocation System 

process. This would preserve the principle of random 

selection, but add additional filters according to skills and 

experience, thus making it more relevant to the appointments 

process. This would bring the system into line with good 

practice in countries such as the UK, the Netherlands, 

Germany and France, where the law stipulates that these 

factors be taken into account when appointing a bankruptcy 

administrator.19 

2.2 Revise the procedure for 

replacing a BA and define 

clear grounds of 

responsibility  

Article 32 of the law highlights the leverage that judges have 

over bankruptcy administrators – they can dismiss a 

bankruptcy administrator from a case for a number of reasons, 

including “undue” performance. In order to weaken the 

possible risk of dependency between these two groups of 

actors, various changes should be considered including: 

 Strengthen the independence of bankruptcy administrators 

by establishing specific criteria of professional 

responsibility. This would involve setting out clear cases 

in which a bankruptcy administrator could be removed, 

thereby reducing the level of discretion present in the 

current system 

 Introduce monitoring mechanisms by the SRO to ensure 

the system is free of biased decision-making, particularly 

in relation to gender or race. 

The MoJ should also consider using checks and balances (as 

per EBRD’s recommendation) which would limit the 

discretion of one actor alone to remove a bankruptcy 

administrator 

 

 

 

 

 

                                              
19 “ European Principles and Best Practices for Insolvency Office Holders,” University of Leiden, 2014, Report III, paragraph 28 comments to 

principle 2 
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3. Regulation, supervision and discipline 

Problem statement: there is little understanding among system users regarding who is responsible 

for overseeing the bankruptcy system. In addition, the relevant bodies (including Ministry of 

Justice) have relatively limited powers and/or will to enforce compliance with professional 

standards and practices  

Reference: for more details, please refer to the “Level of awareness of the bankruptcy system and 

assessment of information sources, creation of www.e-bankruptcy.am” section in the Bankruptcy 

system assessment report (page 11) 

Aim: a bankruptcy system where the key supervisory bodies possess the requisite oversight power 

and where roles and responsibilities are clearly defined and understood by the system’s users   

Outcome(s) contributed to: enhanced governance and oversight; improved public awareness, 

understanding and confidence in the bankruptcy system 

Action Description/rationale 

3.1 Update the law to clarify 

and strengthen supervisory 

powers of the relevant 

regulatory bodies 

General control over the activities of the bankruptcy 

administrators is currently done by the SRO, which has the power 

to apply disciplinary liability. However, the study of practice 

asserts that such control cannot be considered sufficient. In 

addition, the disciplinary proceedings are not regulated by neither 

the Law nor the Charter of the SRO whereas the grounds for 

disciplinary liability and the subsequent course of proceedings 

should be clearly stated in the legislation and enable the 

administrators to foresee the possible adverse consequences of 

such proceedings. 

It is worth mentioning that the status of Ministry of Justice as a 

regulatory body was enshrined in the Draft Law. 

 

3.2 Establish a new 

complaints procedure and 

enhance the capacity of MoJ 

to properly implement and 

oversee it 

The EBRD report notes that, under the current procedure, the MoJ 

forwards complaints on the activities of administrators to the 

SRO. However, there are issues with how this works in practice. 

The SRO denied the existence of any complaints, despite the 

claim of the MoJ that they regularly forwarded complaints. This 

means that the institutional capacities of MoJ should be enhanced, 

e.g. MoJ will involve new professionals to deal with procedures 

and new department will be established to deal with disciplinary 

procedures of BAs. The procedure needs to be revised, with a 

clear process flow from the complaint being received to the 

dossier being closed. Each complaint should be assigned to a 

named individual within the SRO (responsible for shepherding the 

complaint through the process) and another named individual 

within the MoJ (to follow up with the SRO and make sure that the 

process is being followed properly). Particular attention should be 

paid to the interests of under-represented groups, particularly 

female debtors and creditors. 
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At the same time, the Draft Law will change this situation, as 

according to new provisions, the MoJ will have regulatory powers 

on terms of dealing with complaints and commencing discipline 

procedure.  

In terms of dealing with this issue at a process level, once the 

Draft Law is passed, institutional mechanisms should be 

introduced to ensure the proper fulfilment of the Ministry’s 

powers.;  

 

3.3 Increase the involvement 

of professional consulting 

services in bankruptcy 

proceedings, and consider 

giving specialist companies 

an opportunity to act as 

bankruptcy administrators. 

At present, BAs have the right to involve specialist companies in 

bankruptcy proceedings if they see the need. Bankruptcy 

managers sometimes do not have enough skills to address the 

problematic aspects of the case, and such organisations can prove 

crucial in resolving problematic technical issues. International 

good practice shows that the role of these organisations in the 

process of bankruptcy is both important and effective.  

In the longer term, once the MoJ has had the time to evaluate the 

effectiveness of this mechanism, the possibility of allowing giving 

professional organisations to act as BAs, as per the EBRD 

recommendations, should be considered. This would bring 

Armenia into line with a number of good practice jurisdictions, 

including the United Kingdom. 

Meanwhile, the Draft Law contains certain provisions that could 

lead to effective implementation of this institution. In particular, 

the criteria of cases, setting out when the BA is obliged to involve 

such organisations, will be established by ministerial decree. This 

approach should be further developed by other future 

amendments. 

 

3.4 Introduce legal 

monitoring system in the 

bankruptcy field. 

As noted above, reform of the insolvency system is an ongoing 

process and it is vital for the MoJ, in its oversight role, to keep up 

to date with developments. In order to understand the changing 

issues and challenges on an ongoing basis, the MoJ should: 

- Periodically organise meetings with bankruptcy administrators 

and representatives of citizens and legal entities.  

- Continuously implement comprehensive legislation and law 

enforcement practice based on determined issues by relevance 

- Submit appropriate suggestions for the solution of the problems, 

draft legal acts. 

- Periodically hold working meetings on new reforms of 

bankruptcy field with participation of public administration 

bodies, representatives of business environment and other 

participants of bankruptcy proceedings.  
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4. Access to information, communication and reporting 

Problem statement: access to information came across clearly in the research findings as a 

key component to an effective bankruptcy process. In addition to the data set out in part 1 

above, the survey shows that most users of the system learn about it through informal sources, 

with only 11.3% reviewing the law on their own initiative. This lack of knowledge reduces 

transparency and the potential for accountability of actors in the system, as system users are 

unable to properly assess whether their duties and obligations are being complied with, nor 

consider the effectiveness with which the former perform.  

Reference: for more details, please refer to the “Level of awareness of the bankruptcy system 

and assessment of information sources, creation of www.e-bankruptcy.am” section in the 

Bankruptcy system assessment report (page 11) 

Aim: a more transparent and credible bankruptcy system with clear reporting and 

communications processes, leading to increased system user awareness of their rights and 

responsibilities 

Outcome(s) contributed to: enhanced governance and oversight; improved public awareness 

and understanding; increased capacity and motivation of key actors in the system 

Action Description/rationale 

4.1 Introduction of the new e-

bankruptcy platform 

In the context of bankruptcy, “transparency exists when 

information is assembled and made readily available to other 

parties…creat[ing] an informed and communicative 

environment conducive to greater cooperation among all 

parties.”20 The e-bankruptcy platform should, once 

introduced, contribute greatly to a more transparent system. It 

will allow access to, and provide information for, a wide 

range of users, namely: 

 

Public 

The public could have access to the following information 

 General information on bankruptcy proceedings21 

 Key documents relating to the bankruptcy administrator 

profession e.g. code of ethics, remuneration standards, 

valuation and inventory standards (see sections 6, 7 and 8 

below) 

 Information about auctions (see section 8 below) 

 List of bankruptcy administrators  

                                              
20 “ Principles for Effective Insolvency and Creditor/Debtor Regimes,” World Bank (2016) p.9.  
21 For information of what sort of information could be made publicly available, see for example M. Bogdan, “ The new EU Rules on Electronic 

Insolvency Registers,” Masaryk University Journal of Law and Technology (2017).  
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This will allow both a better understanding among the public 

about the bankruptcy process and allow them to hold players 

in the process accountable. 

 

 Ministry of Justice  

 The Ministry of Justice will be able to use the e-bankruptcy 

platform to exercise its oversight function more effectively, in 

line with the aims of part 3 above. They will be able to carry 

out spot checks on bankruptcy cases and make sure that 

players in the system are carrying out their responsibilities 

properly. 

  

 Creditors 

 The EBRD report highlighted that lack of control for creditors 

is an issue in a number of areas, including approval of 

bankruptcy administrator’s expenses and remuneration and 

getting information from bankruptcy administrators. This is 

supported by international good practice, which stipulates that 

clear and full information must be provided to creditors if 

recovery is to be possible.22  The platform will significantly 

mitigate this risk, as information from bankruptcy 

administrators will be uploaded to the platform and creditors 

can follow each stage of the process. The system could also be 

used by bankruptcy administrators to upload their expenses, 

allowing for spot checks and audits. 

  

 Bankruptcy administrators and judges  

Lack of information for bankruptcy administrators and judges 

was identified as a barrier to an effective bankruptcy system. 

By having key documentation and templates (see activity 4.4 

below) in one place, as well as clearly defined process maps, 

this will improve the level of awareness of both judges and 

bankruptcy administrators in their daily work.  The system 

could also allow for appeals in the case of potential 

bankruptcy administrators whose candidature has been 

rejected (see section 1 above). 

4.2 Building capacity among 

bankruptcy administrators on 

Although 62% of respondents broadly agreed that bankruptcy 

administrators spent due time and gave proper attention to the 

                                              
22 See, inter-alia, “ Law and Policy Reform at the Asian Development Bank,” Vol. 1 (April 2000).  
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how to properly communicate 

and document bankruptcy 

proceedings 

case (inferring that all documentation, reporting etc. was done 

properly and to the required standard), anecdotal evidence 

evidenced that there are still problems with documentation. 

The case studies found that basic checks had been missed by 

the bankruptcy administrators and that key documents were 

missing from the filed paperwork. 

Given that “informing the parties involved and the general 

public is at the heart of [their] tasks,”23 bankruptcy 

administrators require to be trained in how to properly 

communicate and document bankruptcy proceeding. This will 

involve both technical training and a cultural shift: 

 Technical shift: BAs should be trained in how to use the 

key documents required for the bankruptcy process. This 

process can be simplified by creating a standard database 

of templates (see activity 4.4 below). Once these are 

finalised, they can be used for training 

 Cultural shift: stronger oversight (either by a reformed 

SRO or MoJ) will be required to ensure compliance. This 

could include spot checks of case documentation against 

clear checklists with both quantitative and qualitative 

indicators, as well as sanctions for breaches of 

compliance. Training on social dynamics is also key. BAs 

require to have stronger understanding of the gendered 

implications of bankruptcy procedures and improved 

capacity to mitigate these impacts on female debtors and 

creditors. 

4.3 Raise awareness among 

the business community 

about the resources available 

to them 

 Research findings showed that businesses and individuals 

tended to only find out about the bankruptcy process once 

they were actually in it. They also tended to get their 

information about the process from informal or oral sources, 

leading to potential confusion (a very low percentage used e-

resources). While expecting businesses to have a detailed 

knowledge of bankruptcy before entering the process is not 

realistic, the MoJ can do more to educate business about 

where to go for information in case of bankruptcy. This 

should be done in the following ways: 

 Clearly define and communicate the trigger mechanisms 

for bankruptcy (including appropriate balance & liquidity 

                                              
23 “ European Principles and Best Practices for Insolvency Office Holders,” University of Leiden, 2014, Report III, paragraph 63 comments to 

principle 5 
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sheets) and the dangers of delaying proceedings for the 

viability of the process (e.g. delayed commencement when 

assets have already dropped in value) 

 Clearly define and communicate debtor obligations with 

respect to avoidance action (provisions on access 

requirements, power to review fire sales, etc.) 

 Communications campaigns (billboards, TV adverts, TV 

programs, newspapers) once the e-bankruptcy platform is 

working 

 Referral pathways from existing websites (which will all 

be replaced by the new e-bankruptcy platform)   

Gender-sensitive communications tools and messaging 

strategies 

4.4 Develop standardised 

templates 

As noted in activity 4.2 above, bankruptcy administrators 

often do not fulfil their obligations in terms of accurate 

reporting and documenting of bankruptcy cases. The SRO, 

supported by the MoJ and international experts, should work 

to develop standardised templates for as many parts of the 

process as possible. These would be stored on the e-

bankruptcy platform and would form the basis for part of the 

training under activity 4.2 above. 

4.5 Raise awareness among 

customers of banks and credit 

organisations about the 

possibility and consequences 

of insolvency. 

In order to increase awareness of insolvency, how it can 

happen and the subsequent consequences, financial 

institutions (often the source of credit for businesses) should 

communicate more with their clients. To that end, this Road 

Map proposes the following actions: 

 Discuss with the Central Bank of the Republic of Armenia 

the possibility of putting in place legal requirements for 

banks and credit organisations to give enough information 

to their customers about the consequences of their failure 

to pay when taking out credit including becoming 

insolvent.  

 Accompany any legal requirements with practical 

measures to enhance awareness e.g. credit institutions 

produce information sheet, or create a special section on 

their website or provide an appropriate clause in the 

loan agreements.  

4.6  Study all aspects of 

technical capacities of SROs 

It is important to explore SRO's technical capacities to ensure 

its efficient operation. Particularly, effective training, the 
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and develop certain 

mechanisms to improve them 

introduction of electronic bankruptcy will require the 

introduction of new technical solutions. Technical 

requirements and needs should be assessed and, where 

appropriate, OICs should supported. Administrators should be 

able to work and have trainings in appropriate conditions, 

computer and other equipment. 

4.7 Increase the visibility of 

the MoJ 

Despite being a key player in the overall insolvency system, 

the role of the MoJ in the process is little known or 

understood. When asked to name a body to which they 

thought they could turn for assistance, only 2.5% of debtor 

respondents named the MoJ. Once the revised law is passed 

and the new complaints procedures put in place, the MoJ 

should work to raise its profile through a series of activities, 

including: 

 Presentations to business groups on the revised system 

 Information regarding the complaint’s procedure on the e-

bankruptcy platform (see section 4 below) 

 Publication of any ‘success stories’ e.g. examples of cases 

where the MoJ has successfully intervened in a case to 

prevent a party from being unfairly treated 

 A targeted public awareness-raising campaign on the role 

of the bankruptcy system, in particular, the functional 

rescue process as well as any gender-related issues. 

These actions link clearly to the monitoring system (action 3.4 

above) and the two should mutually reinforce each other.  
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5. Judges and the role of the courts 

 

Problem statement: despite the existence of a new and dedicated bankruptcy court as of January 

2019, there are still significant issues with the judicial component to the bankruptcy system. Of 

all of the major actors in the bankruptcy system, judges were the least trusted. The results of the 

assesment report indicated the need to improve the role of judges and the effectiveness of their 

activities. 

Reference: for more details, please refer to the “Corruption risks of the bankruptcy process 

according to experts” section in the Bankruptcy system assessment report (page 61) 

Aim: improved capacity of specialised judges through which the bankruptcy court system more 

efficiently processes cases and fairly responds to the needs of both debtors and creditors 

Outcome(s) contributed to:  increased capacity and motivation of key actors in the system 

Action Description/rationale 

5.1 Integrate court proceedings 

into the e-bankruptcy platform 

As set out in section 4.1 above, moving key parts of the 

bankruptcy process online will both increase judges’ access 

to information and oblige them to be more efficient with their 

time. It will also limit their discretion, as the process will be 

clearly mapped out (as per output 3 of this project – e-

bankruptcy ToR). 

5.2 Recruit additional judges The creation of the new bankruptcy court was not 

accompanied with a corresponding increase in recruitment of 

judges. Experts explained that judges were already working 

at full capacity,24 leaving judges in the bankruptcy court with 

a significant workload and contributing to delays in the 

processing of cases. It is therefore recommended to: 

 Analyse the average workload of bankruptcy judges. This 

should take into account the provisions under the Draft 

Law, which stipulate that the same judge hearing the 

bankruptcy case should also hear all related civil cases, as 

it is expected that this will increase judges’ workloads 

 Estimate additional number of Full-Time Equivalent 

personnel (FTEs) needed  

 Draw up recruitment criteria, in line with the training 

profile below (5.3) 

 Look to recruit additional judges, with an emphasis on 

gender-representation and/or related expertise on gender 

issues.  

5.3 Training for judges   It can be inferred from both anecdotal evidence and expert 

feedback  that there is a need of continuous professional 

training of judges in both the legal and sectoral area in which 

                                              
24 This is corroborated by findings in section D.2 of the EBRD report. 
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they are working. This is the case both at the level of the 

bankruptcy court and, to a greater extent, at the level of the 

Court of Appeal. Training should therefore be pitched at two 

levels: 

 Bankruptcy court: The Supreme Judicial Council should 

assess the current level of awareness among bankruptcy 

judges on both a legal and sectoral level. Following this, 

they should develop a training plan for judges to enhance 

their awareness of key issues in the bankruptcy system, 

including: 

o Dealing with the newly established e-bankruptcy 

system and case management using the system 

o Financial recovery provisions in the law, as well 

as financial recovery in practice 

o Insights into key trends in the most prominent 

economic sectors in Armenia 

o Roles and responsibilities of all players within the 

process 

o Secured creditors and secured claims in 

bankruptcy 

o Liquidation proceedings 

 Court of Appeal: The Supreme Judicial Council should 

assess the current level of awareness among judges 

serving in the Court of Appeal regarding the legislation 

governing bankruptcy. Following this, they should 

develop a training plan which would be more high level 

than that for the bankruptcy court but which would still 

cover the key knowledge gaps identified during the 

assessment. 

Training materials should include gender-sensitivity 

modules, particularly in relation to the needs of female 

entrepreneurs under the bankruptcy system (see gender 

analysis above). 

In addition to legal training, it is highly recommended that 

insolvency judges are trained also in non-legal areas such as 

economy, financial management, business or finance. The 

Judicial Academy should offer training concerning all these 

areas (e.g. financial audit, asset valuation, incidental disputes 

in insolvency with special focus on ineffective legal action 

and many others). 

5.4.  Increase the technical 

capacities of bankruptcy court.  

Currently, the bankruptcy court functions with limited 

technology – this, and the lack of technological awareness 

among judges, tends to slow down court proceedings. It is 

therefore proposed to: 

 Assess the needs of the bankruptcy court, identify 
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suitable technology-based solutions and conduct upgrade 

with a transparent public tender 

 Provide bankruptcy courts with new computers, printers 

and other technical equipment to help speed up the 

process 

 Provide training to relevant court actors on the new 

equipment in order to make sure that they are using it 

efficiently and correctly  

5.5. Increase accountability of 

BAs before the court 

Although, based on the law, the court has supervisory 

functions over the bankruptcy administrator, the law does not 

provide for the right of the court to request information and 

documents from the bankruptcy administrator at any time. 

Court supervision over bankruptcy administrators is 

expressly stipulated in the legislation of some countries. For 

example, pursuant to Article 58 of the German Bankruptcy 

Statute, the court may at any time require the bankruptcy 

administrator to provide information or a report on the 

current state of bankruptcy proceedings and the measures 

taken. In addition, in case of failure to comply with the 

Court's decisions, the bankruptcy administrator may be fined. 

To ensure the transparency of bankruptcy proceedings and to 

enhance the role of the court, managers should be required to 

report to the courts. These reports may also be available on 

the e-bankruptcy platform. 

It is worth mentioning that the Draft Law contains provisions 

relating to the reporting of BAs before the courts. The 

process of reporting, according to Law and new amendments 

proposed by the Draft, and the standards should be decided in 

secondary legislation, namely by decrees from the Minister 

of Justice. It is important to do a complementary research on 

international practice to have a solid secondary legislation. 

5.6 Make a study of the necessity 

for establishing a Bankruptcy 

Court of Appeal 

With the establishment of Bankruptcy Court all bankruptcy 

cases are and after the adoption of the Draft numerous civil 

cases interconnected with the bankruptcy cases will be dealt 

with in Bankruptcy Court. It is important to continue this 

chain of specialized proceedings in terms of the efficiency 

and timing of the case review. This means that the 

effectiveness of the Bankruptcy Court in the near future may 

also create the need for establishment a specialized appeal 

court to ensure effective judicial protection in bankruptcy 

cases. The same was in case of the administrative courts. 

With this regard, it is necessary at a certain stage to conduct 

an analysis to assess the necessity and the possibility of 

establishing a new Appellate bankruptcy court. 
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6. Professional conduct and ethics 
 

Problem statement: bankruptcy administrators are, in theory, bound by a code of conduct 

which sets out expected levels of ethical professional behaviour. However, in practice,  there are 

risks in upholding such levels. Anecdotal evidence, in addition to the finding that 53.5% of 

debtor respondents felt that a ‘disreputable and non-transparent bankruptcy system’ was a 

significant problem, indicates that the bankruptcy process is opaque and allows bankruptcy 

administrators’ significant levels of discretion. Given that “professional standards are at the core 

of the [BA’s] capability to perform his/her duties with a satisfactory result for all parties 

involved,”25 this is a key area to be addressed  

Reference: for more details, please refer to the “The reasons for bankruptcy and the current 

problems in the bankruptcy system” section in the Bankruptcy system assessment report (page 

22) 

Aim: revise and implement the code of conduct to provide an ethical framework for the 

bankruptcy administrator profession 

Outcome(s) contributed to:  enhanced governance and oversight 

Action Description/rationale 

6.1 Revise the code of 

conduct of BAs. 

The SRO (and any future SROs) should be encouraged to revise 

its code of conduct in line with good practice from relevant 

states (e.g. Serbia, Ukraine – both singled out in EBRD’s 

regional report on bankruptcy office holders) as well as the 

principles set out in the Draft Law. The following areas of the 

current SRO Code of Conduct in particular should be amended 

and/or strengthened: 

 Objectivity and independence of bankruptcy administrators: 

the current code does not adequately define criteria for the 

possible impact of other activities on his professional activity 

(e.g. article 1.14). The wording in this area should be 

strengthened to include references to: 

- Financial, social or other material ties between the 

BA and any of the key players in the case 

- Financial, social or other material ties between the 

BA’s relatives (to a defined degree of kinship) and 

any of the key players in the case . 

 Professional competence (in line with action category 1): 

currently, under article 6 of the code, this is left largely to 

the discretion of the BA. While a degree of self-assessment 

should remain, the code should set out clear criteria against 

which the BA can measure themselves and which can be 

verified by the SRO and/or MoJ including: demonstrable 

                                              
25 “ European Principles and Best Practices for Bankruptcy Office Holders,” University of Leiden, 2014, Report III, paragraph 23 comments to 

principle 2  
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experience in the relevant area and suitable professional 

qualifications 

 Elimination of conflict of interest (including guidance on 

unacceptable direct or indirect sources): conflict of interest 

is not defined in the current version. There needs to be a 

clear definition as well as procedure for recusal should the 

BA identify a conflict of interest (see section 2 above). The 

code should also include definitions of indirect and direct 

benefit resulting from the treatment of assets during 

insolvency proceedings, and make it clear that BAs or their 

family (to a defined degree of kinship) do not receive such 

benefits. 

 Elimination of gender-bias (including guidance on 

overcoming unconscious bias) 

 Creditor’s meetings: this is referred to three times in the 

current code (articles 1.18, 1.31 and 2.2 respectively). 

Duplication should be removed, although the requirement to 

hold a creditor’s meeting should be maintained.  

 Information: article 1.9 should be amended to include a 

requirement that information be provided in written form26 

 External bodies: article 4 should be adapted in line with MoJ 

criteria on when it is necessary to involve an external 

company in insolvency proceedings 

 The SRO should then share the revised code of conduct with the 

MoJ and other relevant stakeholders for review. In parallel, the 

Ministry has a role in terms of developing a basic framework in 

which these codes of conduct should be drafted.  The Draft Law 

makes it easier for other SROs to be formed. Different SROs 

could potentially have very different ethical codes. In order to 

have a universal ethical framework underpinning BA activity, 

regardless of the SRO to which they belong, the MoJ should 

provide a minimum standard for all codes of conduct. This will 

then be used by SROs when drafting their own code of conduct. 

This overall recommendation is aligned with EBRD’s 

recommendation relating to the Draft Law.  

6.2 Incorporate code of 

conduct training into general 

bankruptcy administrator 

training programme 

The SRO should develop a training unit based on the code of 

conduct and integrate it into the mandatory training programme 

for bankruptcy administrators (see section 1 above). This unit 

should include gender-representation. 

 

 

 

                                              
26 See section 4 above for the rationale for more information in writing rather than verbal or other informal means 



| ROAD MAP WITH ACTION PLAN FOR BANKRUPTCY SYSTEM REFORM 

 | 31 

 

7. Remuneration of bankruptcy administrators 

 

Problem statement: the way that bankruptcy administrators are currently remunerated 

motivates them to favour liquidation over financial recovery when dealing with an insolvent 

business. Moreover, discussions with experts indicate that remuneration for bankruptcy 

administrators is potentially quite high and not very transparent. 

Reference: for more details, please refer to the “Activities of the bankruptcy administrators” 

section in the Bankruptcy system assessment report (page 45) 

Aim: implement an appropriate and transparent remuneration framework which favours 

financial recovery  

Outcome(s) contributed to:  increased capacity and motivation of key actors in the system 

Action Description/rationale 

7.1 Consider EBRD 

recommendations in the Draft 

Law with regard to 

remuneration when making 

legislative amendments 

The EBRD Report sets out a number of clear 

recommendations on efficient remuneration system. When 

enshrined in legislation, these will tend to incentivise both 

higher quality work (through the payment of bonuses in case 

of strong performance) and re-organisation of the insolvent 

business rather than liquidation where viable. However, 

legislating is not enough – the implementation needs to be 

right in order to achieve the best results. Even within the 

framework of the new law, there are several approaches to the 

bankruptcy administrator’s remuneration and each approach 

has its pros and cons. When considering which approach 

should be selected, several variables need to be taken into 

account. A bankruptcy administrator’s remuneration should 

not only motivate the bankruptcy administrators to deliver the 

highest and fastest recovery to creditors but also needs to be 

settle in a way that takes into account the complexity of a 

given case. It is also important that the remuneration will 

allow a clear, transparent and fair remuneration which can 

contribute to the proper functioning of the bankruptcy 

administrators. Before deciding which of the approaches 

Armenia should implement, it is highly recommended to take 

into account cultural and historical environment in the 

country. Based on the ‘deep dive’ (Annex 1), the best option 

for Armenia seems to be recovery/complicity-based system 

with sufficiently high fees in all types of cases. This system 

will motivate the bankruptcy administrators to reach the best 

outcome for creditors and should also encourage to support 

solutions maintaining the business as going concerns where 

appropriate. The full rationale for this recommendation, as 
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well as supporting data and international models for 

consideration, can be found in Annex 1 below. 

The Draft Law contains provisions to that effect, as well as: 

 to lower the remuneration rates for BAs in order to 

reduce the cost of proceedings 

 to introduce a new bonus scheme, which rewards rapid 

conclusion of bankruptcy proceedings  

 

7.2 Implement accountability 

mechanisms for expenses 

 In order to improve the way that expenses are charged and 

paid on bankruptcy cases, the following measures should be 

considered: 

 Implement the EBRD recommendation that creditor 

approval for all administrative expenses should be 

considered 

 The MoJ, in consultation with the SRO, should publish 

guidance on acceptable expenses (i.e. an expenses policy). 

With regard to travel and subsistence policies, this should 

be benchmarked against comparable policies in the public 

and private sector and justified accordingly. With regard 

to administrative expenses, this should be benchmarked 

against countries in the region showing good practice in 

their remuneration policies (see EBRD regional report for 

examples) 

 All expenses should be reported (with templates being 

developed for the purpose – see points 4.1 and 4.4 above). 

Reporting should be disaggregated by sex wherever 

possible.  

 Expenses should be subject to an external audit – this 

could either be done as a matter of course or on an ad-hoc 

basis (spot checks)  
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8. Valuation of assets and auction process 
 

Problem statement: research findings showed that the valuation and auction processes were 

causes of controversy. Key parts of the processes, including the valuation approach and 

formulation of auction lots, are not transparent. This is accompanied by patchy regulation 

which overlooks crucial areas of the auction process, such as reserve price and overall 

methodology. 

Reference: for more details, please refer to the “Auction related issues” section in the 

Bankruptcy system assessment report (page 71) 

Aim: an integrated valuation and auction system which is transparent and well-regulated, 

contributing to the ultimate aim of the overall process: “attract the highest price for the 

debtor’s assets while minimising the transaction costs associated with the auction”27 

Outcome(s) contributed to:  enhanced governance and oversight 

Action Description/rationale 

8.1 Improve asset inventory 

and valuation processes 

Currently, the asset inventory and valuation processes are not 

regulated, which leaves significant discretion to the 

bankruptcy administrator.  

 

 In this terms the legal changes should be accompanied by 

process changes to improve this from both a transparency and 

accountability perspective. This roadmap proposes the 

following steps to increase transparency around the two 

processes: 

 Develop a set of inventory and valuation standards, setting 

out good practice and principles, a clear high level 

process, and considerations and proposed approaches for 

bankruptcy administrators at each stage of the process28  

 Develop templates where relevant for this process (e.g. 

final evaluation report) – see activity 4.4 above 

 Include the inventory and valuations topics as part of core 

bankruptcy training – see activity 1.3 above 

 Ensure that data collected on inventory and valuation 

reflects the gender of the debtor, to reveal any tendencies 

of gender bias in the exercise.  

In terms of accountability, the following activities should be 

considered 

 Develop a checklist of minimum standards which 

bankruptcy administrators should meet( based on the 

                                              
27 Vincent Buccola & Ashley C. Keller, "Credit Bidding and the Design of Bankruptcy Auctions," 18 George Mason Law Review 99 (2010), p.99. 
28 For just one example of such standards for valuation, see the following document from the Association of Bankruptcy and Restructuring Advisors: 

https://www.aira.org/pdf/standards/AIRA_Standards_2014.pdf 
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standards mentioned above), which are generally available 

to the public 

 Introduce ad hoc audits (spot checks) by an external body 

(MoJ, for example) to make sure that both processes are 

being carried out in line with the standards. Audits should 

include tests for potential gender bias in the application of 

these processes. 

 There should be a specific process for selecting the 

valuator and the valuator should be confirmed by the 

court. 

Concerning asset inventory, the Draft Law sets out clearer 

regulations for this process in article 56 of the law In terms of 

valuation, the EBRD Report sets out recommendations in this 

area (article 57 of the Draft Law) which limits this discretion 

and thus is suggested to implement. 

8.2 Move the auction process 

online 

This recommendation concerns the implementation of output 

3 of the project. This ToR proposes to move the whole auction 

process online. The lots will be available for all bidders and 

the bidding process will be transparent i.e. anyone can see 

who has bid on which lot. The lot will be awarded on the basis 

of the highest price, which is line with the principle of 

maximising estate value set out in the aim above. Should the 

highest bidder fail to pay, the ToR sets out a variety of 

sanctions which would be applied (e.g. blacklisting from 

future auctions). 

According to the Draft Law, to facilitate this, new decrees by 

the Minister of Justice  should be adopted, one concerning the 

online auction process and another concerning the regulation 

of the auction process in the transitional period before the 

online auction system is introduced. It is highly recommended 

that these decrees are drafted in line with the current needs of 

all stakeholders identified under the project and good 

international practice.  

 

8.3 Set minimum price for 

auction lots 

Discussions with experts revealed concerns that there was no 

minimum price for auction lots. This could lead to property or 

other assets being sold far below market value, which goes 

against the principle of maximising value set out above. 

Therefore, it is recommended that minimum pricing be 

included as a principle in both activities 8.1 and 8.2 above, 

and that an object be withdrawn from auction should bids not 

reach this minimum value. 
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9. Financial recovery plans 

 

Problem statement: the Assessment report shows that the recovery or reorganisation of a 

struggling company remains relatively rare in Armenia. Evidence indicates that most 

companies move straight into liquidation. There are a number of reasons for this, including 

lack of information and late stage of bankruptcy declaration; however, a key reason indicated 

by the experts interviewed was that effective development and implementation of a financial 

recovery plan is "nearly impossible"29 under the existing regime. 

Reference: for more details, please refer to the “Financial recovery plan” section in the 

Bankruptcy system assessment report (page 65) 

Aim: the development of a viable financial recovery framework which both promotes 

financial recovery as a concept and allows for its practical implementation 

Outcome(s) contributed to:  enhanced governance and oversight;  increased capacity and 

motivation of key actors in the system; improved public awareness and understanding 

 

Action Description/rationale 

9.1 Create sustainable legal 

mechanisms that will 

contribute to the financial 

recovery of debtors 

participating in bankruptcy 

proceedings.  

The ‘deep dive’ into the question of financial recovery noted 

that, to be in line with good international practice, insolvency 

law should provide a number of flexible solutions to deal with 

the debtor’s insolvency in a way that can achieve the highest 

possible satisfaction of the debtor’s creditors and preserve 

going concerns where appropriate. The debtor’s financial 

situation can be resolved: 

• under the supervision of the court through a bankruptcy 

liquidation or in court reorganisation process where both 

debtors or creditors can file for formal bankruptcy to resolve 

debtors distress through an in-court proceeding; or  

• out-of-court restructuring procedure: privately renegotiate 

debt claims in an out-of-court workout. 

In most jurisdictions, out-of-court restructuring is not a 

specifically regulated process and it mostly depends on the 

consensus of all involved parties and ability of a debtor and 

creditors to negotiate conditions for restructuring. This does 

not appear to be the case in Armenia (case study #4 cites a 

case where a ‘successful’ out of court settlement which 

allowed the debtor’s business to keep operating in fact 

breached several parts of the law). The MoJ should give 

                                              
29 Phase 1 Report, pg. 73. 
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thought to how best to encourage out of court settlements; this 

will certainly involve a mixture of legislative reform and 

cultural change. 

 In terms of options under the court procedure, insolvency law 

in most states provides several types of insolvency proceeding 

– preventive restructuring, reorganisation, bankruptcy 

liquidation or a mixture of these measures.  

Preventive restructuring proceedings means that the debtor 

opt for an amicable settlement out of court. This procedure is 

based on the voluntary decision of the debtor to conclude an 

agreement with one or more creditors in order to improve and 

restore the debtor’s financial situation. As the preventive 

restructuring proceedings is out of court proceedings, the 

bankruptcy administrator is not necessary, but in some cases 

can be asked to be involved. 

Reorganisation, opposed to the bankruptcy liquidation, aims 

to preserve debtor’s operations and the business as going 

concern and simultaneously satisfy claims of creditors. The 

reorganisation is often based under the terms of a 

reorganisation plan which is subject to approval by creditors 

and/or the court. During the reorganisation process, the debtor 

can remain in possession with the debtor’s operations 

supervised by the bankruptcy administrator, creditors 

committee and the court.  

Other jurisdictions provide for additional insolvency measures 

(e.g. ‘safeguarding’ in France) – full details of this can be 

found in Annex 1 below. In terms of actions for the MoJ, the 

Ministry should,  in collaboration with the Central Bank of the 

Republic of Armenia, study the different types of financial 

recovery programmes provided under Annex 1 and work 

jointly to: 

- Identify what is most appropriate for the Armenian 

context in terms of legal options 

- Prepare an action plan how to improve financial recovery 

programs in the bankruptcy proceedings. 

9.2 In line with best 

international practices and 

peculiarities of the country's 

economic relations, introduce 

a new more effective model 

of the financial recovery 

The need assessment showed that there are problems with the 

financial recovery proceedings and many debtors select the 

bankruptcy process instead of financial recovery program. 

Therefore, it is necessary to study international experience 

and facilitate the program of financial recovery proceedings. 
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proceedings.  

9.3 Discuss and introduce 

possible mechanisms of state 

support for financial recovery 

of organizations 

In practice private banks are not ready to finance the debtors 

with at low-interest rates, which contributes to the failure of 

financial recovery programs. The Central Bank with the 

Ministry of Justice and the Ministry of Economy should do a 

comprehensive research on how to prepare a program to 

improve the financial recovery proceedings in line with best 

international practice.  

9.4. Draft recovery plan 

templates and organise 

trainings in this scope (see 

1.3, 4.4, 5.3) 

As part of the move to make recovery a more important part 

of the insolvency process, it will be important to make it as 

easy as possible for debtors to access and use the option. To 

that end, the MoJ should: 

 Make sure that templates (reflecting international good 

practice) for financial recovery plans are available as part 

of the templates on the e-bankruptcy platform 

 Make sure that judges and BAs are familiar with such 

templates as part of the actions above on training both of 

these professions 

9.5 Implement flexible 

solutions to deal with the 

debtor’s insolvency 

The debtor’s financial situation can be resolved under the 

supervision of the court (formal court reorganization) or in an 

out-of-court restructuring procedure (privately renegotiate 

debt claims). Although preventive restructuring proceedings 

(an amicable settlement between the debtor and its creditors) 

is out-of-court proceeding and in most jurisdictions is not 

specifically regulated, the law can implement voluntary 

participation of the bankruptcy administrator. In this cases, 

bankruptcy administrator can provide his/her expertise and 

oversee the process. 

9.6 Implement eligibility 

criteria for reorganisation 

A reorganization should only be available to a business-

carrying debtor who is able to preserve its business as going 

concern and  meet certain requirements. These requirements 

can be represented as minimum annual sales or minimum staff 

of full-time employees. Other debtors can also have a 

possibility to enter reorganization, but there should be more 

restrictions. 

9.7 Specify debtor’s position In most cases, it is recommended to let the debtor's 

management remain in control, however they would be 

subject to monitoring by the bankruptcy administrator and the 

creditors committee. 
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9.8 Implement rules for 

reorganisation plan 

The debtor should have the priority right to prepare a 

reorganisation plan, even if the petition for the reorganisation 

permit was filed by any of the registered creditors. Deadlines 

for submitting the reorganisation plan should be established 

clearly by law or by the court. 

The law should specify the minimum of what the 

reorganisation plan should always include (the method of 

reorganisation, the division of the creditors into groups 

specifying how the receivables of the creditors will be handled 

in each group, the measures for the implementation of the 

reorganisation plan and other necessary information), 

however, the content of the plan does not have to be limited 

by the law - it can set forth any lawful measures.  

All details of the reorganisation, including e.g. handling of 

debtor’s indebtedness and corporate restructuring, needs to be 

included in the reorganisation plan. Debtors should also be 

obliged to honestly disclose all relevant financial information 

relating to them and their business concerns as part of this 

process. 

The involvement of the creditors is also recommended since 

the reorganisation plan will affects their claims. Creditors 

should be able to vote on the proposed plan and decide if it 

will be approved or not.   
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10. Increased creditor control 

Problem statement: creditors are a key part of any well-functioning financial system; 

research shows that, when creditors are “not protected or allowed to participate in bankruptcy 

proceedings, they will have less incentive to lend in the future, leading to less-developed credit 

market.”30 The EBRD Report showed that, in the current bankruptcy system, creditors in 

Armenia lack control over key parts of the process, including the liquidation process and 

forced protection.  

Aim: a bankruptcy system which recognises the importance of creditors’ rights and provides 

them with safeguards against potential systemic abuses 

Outcome(s) contributed to: increased capacity and motivation of key actors in the system 

Action Description/rationale 

10.1 Strengthen creditor 

rights via primary legislation 

The creditors should play an active role in the bankruptcy 

proceedings and at the same time the balance of the interests 

of the creditor and the debtor should be ensured. 

This roadmap suggests considering the implementation of 

EBRD’s comments, in particular strengthening the clause to 

oblige bankruptcy administrators to call creditors’ meetings. 

However, it is important to note that creditors’ rights must 

also be balanced against social priorities, such as any adverse 

impact on the interests of women and families, including the 

scope of dischargeable debt and the importance of 

maintaining manageable post-bankruptcy debt burdens on 

debtors.  

Meanwhile, the Draft Law sets out changes to key articles 

concerning creditor rights (e.g. 29, 33, 39).  

10.2 Increased rights for 

creditors in bankruptcy 

proceedings 

 Good practice across the CEE region suggests that creditors 

should have a role in making key procedural decisions during 

the bankruptcy case.31 This roadmap proposes the following 

actions for consideration: 

 Allow creditors a veto mechanism for the appointment of 

the permanent bankruptcy administrator (see section 2 

above)  

 Increased creditor rights to approve bankruptcy 

administrator remuneration and expenses (in line with 

section 7 above). The EBRD recommendation that the 

creditors’ committee approve remuneration and costs 

before these are included in any final plan should be 

                                              
30 Stijn Claessens and Leora Klapper. 2003. "Bankruptcy around the World: Explanations of Its Relative Use." Policy Research  Working Paper 2865, 

World Bank, Washington, DC. 
31 Assessment of Insolvency Office Holders,” EBRD, 2014, p.38.  
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considered as part of this 

 Increased creditor ability to remove the bankruptcy 

administrator in case of professional shortcomings (to be 

defined in line with section 2 above) 

 Increased creditor power to approve or amend the 

liquidation or financial recovery plan 

The key forum for these activities will be the creditors’ 

meeting, which the BA will be obliged to call (see section 7 

above). In order to properly exercise these increased rights, 

the creditors will require access to better information.32 

Recommendations to achieve this are set out in section 4 

above. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                              
32 Again, this was highlighted as an issue in the EBRD Report 
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BANKRUPTCY CODE – LONG TERM RECOMMENDATIONS  

Currently  bankruptcy legal relationships are mainly regulated by the Law on "Bankruptcy" 2007. 

Over time various changes have been made to the law, and currently extensive draft changes are 

awaiting their adoption. However, bankruptcy regulations need a systematic, comprehensive and 

universal review, the result of which should be the Bankruptcy Code. The goal of the Code should 

be the complete review of the bankruptcy proceedings - from the beginning to the end and both 

material and procedural relations should be regulated in one act. Additionally, many actions, which 

are of legal nature and are not listed in above mentioned measures, should be addressed in the 

Bankruptcy Code as a long-term objective. In the future, within the framework of the Bankruptcy 

Code development, it is necessary to address the following directions: 

 

11.1. Develop a concept of Bankruptcy Code. 

11.2. Implement viable legal mechanisms that will contribute to recognizing an individuals as a 

subject of fraudulent or deliberate bankruptcy. 

11.3 Clarify the status of all possible parties and participants of bankruptcy proceedings 

11.4 Review all procedural issues in bankruptcy proceedings and introduce new and comprehensive 

general and specific procedural rules  

11.5 Provide enhanced legal regulations of bankruptcy for individuals. 

11.6 Create sustainable legal mechanisms that will contribute to financial recovery of debtors 

participating in bankruptcy proceedings. Radically change the financial recovery institute, develop 

effective recovery mechanisms, and at the same time ensure that interests of secured creditors are 

protected, for example, the subject of secured right must be used in the recovery plan.    

11.7 Reduce time limits of bankruptcy proceedings. 

11.8 Protect the rights and legitimate interests of third parties (guarantors) participating in 

bankruptcy proceedings 

11.9 Clarify the decisions to be appealed during bankruptcy proceedings 

11.10 Establish legal regulations on cross-border bankruptcy proceedings. 

11.11 Increase the role of e-bankruptcy platform in the bankruptcy process. 

11.12 Radically change the bankruptcy model in the RA separating liquidation and recovery 

procedures to develop a recovery or liquidation plan from the very beginning. 

11.13 Develop a new enhanced system of creditor’s control. 

11.14 Review all current regulations containing corruption risks, develop them in a way that would 

exclude those risks to be later included in the Code.    

11.15 Review the debtor’s property and business management issues by the bankruptcy 

administrator in bankruptcy proceedings; develop mechanisms that would allow the bankruptcy 

administrator to recover a more or less operating business. 
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11.16 Introduce a system of permissible expenses in bankruptcy proceedings; develop lists and 

mechanisms so that the bankruptcy administrator can make expenses according to them.   

11.17 Develop individual mechanisms for each bankruptcy proceeding that would encourage the 

bankruptcy administrator to manage the proceeding effectively and in a timely manner. 
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APPENDIX 1 
 

In this Appendix insolvency legislation of selected European countries is analysed to address the 

following questions and outline regulation of the following areas: 

(i) what is bankruptcy Administrator's remuneration, mechanisms and amount? 

(ii) description of financial recovery processes; 

(iii) right to access to banking secrecy by the Bankruptcy Administrators: regulations, 

mechanism of insolvency; and  

(iv) assistance of state and non-state bodies in the creditor's property disclosure: international 

best practice. 

This memorandum summarizes the legislation of the Czech Republic, Russian Federation, 

Republic of France, Romania, Republic of Poland, Kingdom of Belgium, Hungary, Republic 

of Slovenia and Republic of Serbia. 

In the area of bankruptcy Administrator's remuneration, we have also incorporated the legislation 

of Kingdom of Denmark, Ireland, Kingdom of the Netherlands, Kingdom of Norway, Slovak 

Republic, Kingdom of Sweden and United Kingdom of Great Britain and Northern Ireland. 

1.1 SUMMARY 

Bankruptcy Administrator's remuneration 

There are three main approaches to the Bankruptcy Administrator’s remuneration in the 

insolvency legislation of the selected countries: 

(i) recovery/complexity based approach (Czech Republic, Russia, France, Hungary, Serbia 

and Slovenia) with fees stipulated in tables with clearly defined ranges and based on 

obtained financial recovery in bankruptcy liquidations or based on complexity in 

reorganization cases;  

(ii) time and effort approach (Netherland, Belgium, Ireland, Norway), based on actual time 

spent with defined ranges for hourly rates; and 

(iii) judgmental approach (Romania, Poland, Denmark, Sweden), where the fee is based on 

various aspects of the case complexity and arbitrary decisions of courts.  

These different approaches in selected countries are in part results of different cultural and 

historical background and specific development of the insolvency legislation in individual 

countries. Given that, it is difficult to pick the very best and the only right approach. What is 

suitable and works well in one of these countries might not be the right choice in the other. Each 

approach has its pros and cons:  
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(i) recovery/complexity based approach provides clear guidance and, if set up properly, 

motivates bankruptcy administrators to maximize recovery for the insolvency 

estate/creditors. One can argue that this approach is less vulnerable to misuse it and despite 

higher costs can lead to better recoveries. On the other hand, it does not provide any 

modification for complex and high value cases, therefore, if not set up properly, it can be 

highly demotivating in these cases or even supporting corruptive behavior of the 

administrators and may eventually lead to lower overall recoveries, 

(ii) time and effort approach allows the Bankruptcy Administrator to work and do what is 

required in the proceeding and allows for proper execution of Bankruptcy Administrator 

duties. On the other hand, it can be misused by the Bankruptcy Administrator, oversight 

can be difficult and can eventually lead to the poor recovery outcomes together with higher 

costs. Note that this approach has been employed only in jurisdiction with well-developed 

insolvency legislation and framework;, 

(iii) Judgmental approach can be tailored to create proper fees for complex cases, eliminate 

high fees for “easy” big cases. On the other hand, if discretion is given to the courts, it can 

be used as a way to bully the Bankruptcy Administrators.  

When considering which approach to the remuneration of administrators should be selected, 

several variables need to be taken into account. How the system motivates the Bankruptcy 

Administrator to deliver the highest and fastest recovery to creditors? Does the system allow a 

clear, transparent and fair remuneration to all bankruptcy administrators? Is complexity of a case 

taken into consideration? Does it establish the right motivation for the Bankruptcy Administrators 

and prevent them from misbehavior and corruption? Does it make the Bankruptcy Administrator 

profession attractive for the best talents?  

As mentioned above, the right approach should also take into account cultural and historical 

environment in the country. Based on our experience, for Armenia, we suggest considering 

recovery/complexity based system, with sufficiently high fees for the bankruptcy Administrators in  

all types of cases that will motivate the Bankruptcy Administrators to reach the best outcome for 

creditors. Higher costs of the process should be offset by higher overall recoveries. The system 

should also encourage the support solutions maintaining the businesses as going  concerns where 

appropriate. Any opportunities for discretionary judgmental decisions should be limited.  

Description of financial recovery processes 

The insolvency law can provide flexible solutions to deal with the debtor’s insolvency in a way 

that can achieve the highest possible satisfaction of the debtor’s creditors and preserve going 

concern where appropriate. The debtor’s financial situation can be resolved: 

 under the supervision of the court through a bankruptcy liquidation or in court reorganization 

process where both debtors or creditors can file for formal bankruptcy to resolve debtors 

distress through an in-court proceeding; or  

 out-of-court restructuring procedure: privately renegotiate debt claims in an out-of-court 
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workout. 

Insolvency law in most states provides several types of insolvency proceeding – preventive 

restructuring, reorganization, bankruptcy liquidation or mixture of these measures. In most 

jurisdictions, out-of-court restructuring is not specifically regulated process and it mostly depends 

on the consensus of all involved parties and ability of a debtor and creditors to negotiate 

conditions for .restructuring. 

Preventive restructuring proceedings means that the debtor opt for an amicable settlement out of 

court. This procedure is based on the voluntary decision of the debtor to conclude an agreement 

with one or more creditors in order to improve and restore the debtor’s financial situation. As the 

preventive restructuring proceedings is out of court proceedings, the bankruptcy administrator is 

not necessary, but in some cases can be asked to be involved. 

The bankruptcy liquidation can be considered as a “default” option. It is by far the most used 

insolvency method and usually leads to debtor’s liquidation or termination of its business. The 

general purpose of bankruptcy liquidation is the proportionate satisfaction of creditors from the 

sale of debtor's assets (i.e., once the debtor's assets are sold, the proceeds obtained from such sale 

are distributed among debtor’s creditors). Usually, there are different rules for secured and 

unsecured creditors (or secured and unsecured debt). The secured creditors are preferentially 

satisfied from sale of the secured assets. The debtor usually lose control over the assets and the 

entire proceedings (including sale of assets) is managed by the bankruptcy administrator.  

The reorganization, opposed to the bankruptcy liquidation, aims to preserve debtor’s operations 

and the business as going concern and simultaneously satisfy claims of creditors. The 

reorganization is often based under the terms of a reorganization plan which is subject to approval 

by creditors and/or the court. During the reorganization process, the debtor can remain in 

possession with the debtor’s operations supervised by the bankruptcy administrator, creditors 

committee and the court.  

However, some jurisdiction provides also for alternative insolvency methods. For example, 

French law recognize procedure (safeguard) which is a judicial process that is situated between 

preventive restructuring proceedings and court-ordered reorganization/liquidation. The main goal 

of this proceedings is to protect business as going concern and protect employees and employment 

in general. Key difference between safeguard and court-ordered reorganization proceedings can be 

seen in certain court’s action (court can declare certain acts of payments as null and void) and 

limited ability of creditors to interfere into safeguard proceedings., impossibility to force the 

debtor to sell its business or application of special labor law rules which affect the debtor’s 

employees. 

As with the remuneration of bankruptcy administrators, it is important to note that proceedings in 

individual jurisdictions have their own specifics based on the cultural and historical environment 

in the specific countries. However, the best approach should always provide for combination of 

reorganization and bankruptcy liquidation methods.  
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Right to access to banking secrecy by the bankruptcy administrators and assistance of state and 

non-state bodies in the creditor's property disclosure 

Regarding the two outstanding questions - right to access to banking secrecy by the bankruptcy 

administrators and assistance of state and non-state bodies in the creditor's property disclosure, the 

relevant legislation is relatively consistent. State and non-state bodies (including banks) are 

obliged to cooperate with the bankruptcy administrators and to provide them information about 

the debtor’s economic, social and financial situation. In most cases, the information should be 

provided free of charge and within a relatively short period of time.  

Moreover, banks (and other financial institutes as well) are usually obliged, upon the bankruptcy 

administrator’s written request, to provide information about the debtor's bank accounts, 

documents or other evidences for the identification of the debtor’s property (for example debtor’s 

bank statements). The bank secrecy is not applicable in such situations.  

We would recommend employing this cooperative system between state and non-state bodies and 

the bankruptcy administrators as it is crucial for bankruptcy administrators to get access to 

relevant information about the debtor’s assets. 

2. Bankruptcy Administrator's remuneration, mechanisms, amount 

2.1 CZECH REPUBLIC 

Remuneration of the Bankruptcy Administrator (Insolvency Petitioner) is enacted in the ordinance 

no. 313/2007 Coll., on Remuneration of Bankruptcy Administrator, where the amount differs with 

regard to the type of insolvency proceedings.  

The Bankruptcy Administrator's remuneration is primary dependent on the amount of proceeds set 

aside for distribution among the creditors. In the case of bankruptcy liquidation (in Czech: 

konkurs), the remuneration is set as a percentage that depends partially on the monetization of the 

items (proceeds from it) and on whether the items were secured by creditors.  

Thus, the amount of the Bankruptcy Administrator ś remuneration is calculated as follows: 

(a) on the basis of the proceeds meant for allocation between the secured creditors and acquired 

from each collateral: 

Proceeds acquired from the collateral Bankruptcy Administrator's remuneration 

from 0 to 39.002 EUR 9 % from the amount 

from 39.002 EUR to 390.016 EUR 
3.510 EUR plus 4 % from the amount 

overlapping 39.002 EUR 

from 390.016 EUR to 1.950.078 EUR 
17.551 EUR plus 3 % from the amount 

overlapping 390.016 EUR 

from 1.950.078 EUR to 19.500.780 EUR 64.353 EUR plus 2 % from the amount 



| ROAD MAP WITH ACTION PLAN FOR BANKRUPTCY SYSTEM REFORM 

 | 47 

 

overlapping 1.950.078 EUR 

above 19.500.780 EUR 
415.367 EUR plus 1 % from the amount 

overlapping 19.500.780 EUR 

(b)  on the basis of the proceeds meant for allocation between the unsecured creditors 

Amount of proceeds Bankruptcy Administrator's remuneration 

from 0 to 19.501 EUR 25 % from the amount 

from 19.501 EUR to 39.002 EUR 
4.875 EUR plus 20 % from the amount 

overlapping 19.501 EUR 

from 39.002 EUR to 195.008 EUR 
8.775 EUR plus 15 % from the amount 

overlapping 39.002 EUR 

from 195.008 EUR to 390.016 EUR 
32.176 EUR plus 13 % from the amount 

overlapping 195.008 EUR 

from 390.016 EUR to 1.950.078 EUR 
57.527 EUR plus 10 % from the amount 

overlapping 390.016 EUR 

from 1.950.078 EUR to 3.900.156 EUR 
213.534 EUR plus 5 % from the amount 

overlapping 1.950.078 EUR 

from 3.900.156 EUR to 9.750.390 EUR 
311.037 EUR plus 1 % from the amount 

overlapping 3.900.156 EUR 

above 9.750.390 EUR 
369.540 EUR plus 0,5% from the amount 

overlapping 9.750.390 EUR 
 

In case of the reorganization (in Czech: reorganizace), the Bankruptcy Administrator's monthly 

remuneration depends on: 

 twelve times of the average monthly turnover for the last accounting period preceding the 

insolvency petition (in the first year following the decision on reorganization permit), and  

 twelve times of the average monthly turnover for the accounting year of the previous year of 

reorganization (in the following years): 

Monthly turnover Bankruptcy Administrator's remuneration 

from 0 to 3.900.156 EUR 1.287 EUR 

from 3.900.156 EUR to 9.750.390 EUR 3.237 EUR 

from 9.750.390 EUR to 19.500.780 EUR 6.474 EUR 

from 19.500.780 EUR to 29.251.170 EUR 9.711 EUR 
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from 29.251.170 EUR to 39.001.560 EUR 12.949 EUR 

above 39.001.560 EUR 16.186 EUR 

The Bankruptcy Administrator is further rewarded for certain actions, such as the review of 

individual claims. 

Based on the circumstances of the case, the insolvency court may also increase or decrease the 

remuneration of the Bankruptcy Administrator upon the meeting with the creditors committee. The 

reason for the reduction is mainly the fact that Bankruptcy Administrators breached some of their 

duties or because they failed to petition the performance of a partial schedule. 

2.2 RUSSIAN FEDERATION 

The Russian bankruptcy law provides that the Bankruptcy Administrator is entitled to a 

remuneration in a bankruptcy case, and also to a compensation in full for the expenses he or she 

has actually incurred while executing his or her duties. As a general rule, the remuneration in the 

bankruptcy case shall be paid to the Bankruptcy Administrator with funds of the debtor. 

The remuneration payable to the Bankruptcy Administrator is composed of a fixed sum and an 

interest sum. The amount of the fixed sum of such remuneration shall be as follows: 

 Interim receiver (during the observation procedure): 30.000 roubles per month,  

 Administrative receiver (during financial rehabilitation procedure): 15.000 roubles per 

month, 

 Receiver (during the external management procedure): 45.000 roubles per month, 

 Winding-up receiver (during the winding-up procedure): 30.000 roubles per month. 

The sum of interest for the remuneration of an interim receiver shall not exceed 60 thousand 

roubles and shall comprise, at the balance sheet cost of the debtor's assets: 

 up to two hundred and fifty thousand roubles - four percent of the balance sheet cost of the 

debtor's assets, 

 from two hundred and fifty thousand roubles and up to one million roubles - ten thousand 

roubles and two percent of size of the sum of the excess of the balance sheet cost of the 

debtor's assets over two hundred and fifty thousand roubles, 

 from one million roubles and up to three million roubles - twenty-five thousand roubles and 

one percent of the size of the sum of the excess of the balance sheet cost of the debtor's 

assets over one million roubles, 

 over three million roubles - 45 thousand roubles and half a percent of the amount of excess 

of the balance sheet value of the debtor's assets over three million roubles. 
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Balance sheet cost of the debtor´s assets Interim receiver´s remuneration 

up to 3.424 EUR 4 % from the amount 

from 3.424 EUR to 13.694 EUR 
137 EUR plus 2 % from the amount 

overlapping 3.424 EUR 

from 13.694 EUR to 41.083 EUR 
342 EUR plus 1 % from the amount 

overlapping 13.694 EUR 

above 41.083 EUR 
616 EUR plus 0,5 % from the amount 

overlapping 41.083 EUR 

 

The sum of an interest for the remuneration of the administrative receiver shall comprise the 

balance sheet cost of the debtor's assets: 

 up to two hundred and fifty thousand roubles - four percent of the balance sheet cost of the 

debtor's assets, 

 from two hundred and fifty thousand roubles and up to one million roubles - ten thousand 

roubles and one percent of the size of the sum of the excess of the balance sheet cost of the 

debtor's assets over two hundred and fifty thousand roubles, 

 from one million roubles and up to three million roubles - seventeen thousand fifty roubles 

and half percent of the size of the sum of the excess of the balance sheet cost of the debtor's 

assets over one million roubles, 

 from three million roubles and up to ten million roubles - twenty-seven thousand five 

hundred roubles, and 0.2 percent of the size of the sum of the excess of the balance sheet 

cost of the debtor's assets over three million roubles, 

 from ten million roubles and up to one hundred million roubles - forty-one thousand five 

hundred roubles, and 0.1 one percent of the size of the sum of the excess of the balance 

sheet cost of the debtor's assets over one hundred million roubles, 

 from one hundred million roubles and up to three hundred million roubles - one hundred 

and thirty-one thousand five hundred roubles, and 0.05 percent of the size of the sum of the 

excess of the balance sheet cost of the debtor's assets over one hundred million roubles, 

 from three hundred million roubles and up to one billion roubles - two hundred and thirty-

one thousand five hundred roubles, and 0.01 percent of the size of the sum of the excess of 

the balance sheet cost of the debtor's assets over three hundred million roubles, 

 over one billion roubles - three hundred one thousand five hundred roubles, and 0.001 

percent of the size of the sum of the excess of the balance sheet cost of the debtor's assets 

over one billion roubles. 
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Balance sheet cost of the debtor´s assets Administrative receiver´s remuneration 

up to 3.424 EUR 4 % of the amount 

from 3.424 EUR to 13.694 EUR 
137 EUR plus 1 % from the amount 

overlapping 3.424 EUR 

from 13.694 EUR to 41.083 EUR 
233 EUR plus 0,5 % from the amount 

overlapping 13.694 EUR 

from 41.083 EUR to 136.944 EUR 
377 EUR plus 0,2 % from the amount 

overlapping 41.083 EUR 

from 136.944 EUR to 1.369.437 EUR 
568 EUR plus 0,1 % from the amount 

overlapping 136.944 EUR 

from 1.369.437 EUR to 4.108.312 EUR 
1.801 EUR plus 0,05% from the amount 

overlapping 1.369.437 EUR 

from 4.108.312 EUR to 13.694.372 EUR 
3.170 EUR plus 0,01 % from the amount 

overlapping 4.108.312 EUR 

above 13.694.372 EUR 
4.129 EUR plus 0,001 % from the amount 

overlapping13.694.372 EUR 

 

The sum of interest on the fee of a receiver is established as follows: 

 eight per cent of the amounts used to repay the claims of the creditors included in the 

register of creditors' claims at the termination of a proceeding in a bankruptcy case, 

 three per cent of the increment of the debtor's net asset value for the period of external 

administration when a debtor is deemed bankrupt and a wining-up proceeding is 

commenced. 

 

When Receiver´s remuneration 

In a bankruptcy case 

8 % of the amounts used to repay the claims of 

the creditors  ́ claims at the termination of a 

proceeding 

When a debtor is deemed bankrupt and a 

wining-up proceeding is commenced 

3 % of the increment of the debtor ś net asset 

value for the period of external administration 
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The sum of interest on the fee of a winding-up receiver is established as follows: 

 seven per cent of the amount of met claims of the creditors included in the register of 

creditors' claims if more than 75 per cent of the claims of the creditors included in the 

register of creditors' claims are satisfied, 

 six per cent of the amount of met claims of the creditors included in the register of creditors' 

claims if more than 50 per cent of the claims of the creditors included in the register of 

creditors are satisfied, 

 four and a half per cent of the amount of met claims of the creditors included in the register 

of creditors' claims if more than 25 and more per cent of the claims of the creditors included 

in the register of creditors are satisfied, 

 three per cent of the amount of met claims of the creditors included in the register of 

creditors' claims if less than 25 per cent of the claims of the creditors included in the 

register of creditors are satisfied. 

 

Satisfied claims of the creditors included 

in the register of creditor´s claims 
Winding-up receiver´s remuneration 

more than 75 % 7 % of the amount of met claims 

more than 50 %  6 % of the amount of met claims 

more than 25 % 4,5 % of the amount of met claims 

less than 25 % 3 % of the amount of met claims 

 

The meeting of creditors may establish a supplementary fee for the Bankruptcy Administrator. The 

supplementary fee shall be paid to the Bankruptcy Administrator with funds of the creditors which 

have taken a decision on establishing the supplementary fee or with the payments owing to the 

creditors as setting off the repayment of their claims. 

2.3 REPUBLIC OF FRANCE 

The administrator's remuneration is fixed by French law and is based on scales depending on the 

different missions performed. 

The opening of the procedure starts with a diagnosis made by the administrator: his remuneration 

depends on the number of employees and the company's turnover (for example, his remuneration is 

set at € 9.025 if the company has more than 150 employees and a turnover exceeding 

€ 20.000.000). 

The administrator assists the debtor in monitoring the business during the observation period: his 

remuneration corresponds to a proportional right on the company's turnover realized during this 
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period (for example, his remuneration is set at 0.271 % in the event of turnover between € 

7.000.001 and € 20.000.000). His remuneration is increased to 50% when the administrator directly 

administers the company during a court-ordered reorganization / liquidation proceedings.  

The administrator assists the debtor in the preparation of a safeguard or a continuation plan: his 

remuneration also depends on the number of employees and the company's turnover (for example, 

his remuneration is set at € 13,537.50 if the company has more than 150 employees and a turnover 

exceeding € 20.000.000). His remuneration is increased by 50% in the event of a plan approval by 

the commercial court. In the event of a sale plan, the administrator has a proportional right based 

on the total amount of the transfer price of all the assets (for example, his remuneration is set at 

0.903% in the event of a sale price exceeding € 300.000). 

At the end of his missions, the administrator files a request which reports all actions he had 

performed and the amount of fees requested before: 

 the president of the commercial court who appointed the administrator if the remuneration 

requested is under € 100.000, 

 the court of appeal if the remuneration requested is more than € 100.000.  

Should his remuneration be fixed at the end of his missions, the administrator can still request an 

advance during the observation period i.e. between the opening of the insolvency proceeding and 

the end of the proceeding. 

2.4 ROMANIA 

During their first meeting, the creditors (i) confirm/change the judicial receiver/bankruptcy 

administrator (“Insolvency Practitioner”) temporarily appointed by the court in the decision 

ordering commencement of the insolvency/bankruptcy procedure, and (ii) set the Insolvency 

Practitioner's fees. 

Such fees may be fixed fees, success fees or a combination of the two and they must reflect the 

complexity of the procedure and of the activity of the Insolvency Practitioner, based on the 

following criteria: the number of debtor's employees, the risk of labour conflicts, the debtors' 

turnover, the total amount of the debts and the number of creditors, the total value of the debtor's 

receivables and the number of its debtors, the number and complexity of the pending litigations 

involving the debtor (as claimant/defendant), the value of the debtor's patrimony, the type of 

debtor's assets and their attractiveness on the market and the risks related to their preservation, the 

level of liquidity available to the debtor to cover initial liquidation costs. In practice, depending on 

the complexity of the insolvency/bankruptcy procedure, the Insolvency Practitioner's fees may vary 

from 200 to 10.000 €/per month. Also, success fees as a quota (e.g., 10%) of the value of the assets 

sold by the Insolvency Practitioner are often set in practice. 

2.5 REPUBLIC OF POLAND 

During the bankruptcy proceedings, the court determines the initial remuneration of a bankruptcy 

receiver following his motion to this effect. This amount is a certain forecast of the final amount of 
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the remuneration that will be payable to the bankruptcy receiver and constitutes the basis for setting 

out the maximal amount of advance payments payable to the bankruptcy receiver throughout the 

course of the proceedings. 

The advance payments (capped at 75% of the specified initial remuneration) are paid in the course 

of bankruptcy proceedings towards the final remuneration of the bankruptcy receiver. The 

bankruptcy receiver’s remuneration is determined in the amount of the base remuneration 

multiplied by (depending on the circumstances indicated below) a number from 2 to 260. 

The base remuneration is the average monthly salary in the business sector without bonuses paid 

from the profit, in the third quarter of the prior year, published by the President of Główny Urząd 

Statystyczny (the Central Statistical Office of Poland). 

The amount of the bankruptcy receiver’s remuneration (the multiplier applied to the base amount 

of remuneration) depends inter alia on the number of creditors participating in the bankruptcy 

proceedings, the duration of the proceedings and the degree of difficulty of the proceedings and 

their effectiveness (or rather that of the bankruptcy receiver). The court issues a decision on the 

final amount of remuneration of the bankruptcy receiver following his motion to this effect. This 

motion must be filed within certain prescribed deadlines. 

2.6 REPUBLIC OF SERBIA 

In Serbia, the Bankruptcy Administrator’s remuneration is managed by special rules called 

“Rulebook on fundamentals and measurements for determining the award for the work and 

increasing the costs of Bankruptcy Administrators”. 

Compensation for the bankruptcy administrator to manage bankruptcy process in case of 

liquidation is assessed according to the following table: 

The basis for the calculation in euro Compensation in euro 

to 2,000 100% 

over 2,000 to 25,000 2,000 + 20% over 2,000 

over 25,000 to 50,000 6,600 + 8% over 25,000 

over 50,000 to 100,000 8,600 + 5% over 50,000 

over 100,000 to 250,000 11,000 + 3% over 100,000 

over 250,000 to 500,000 15,600 + 2% over 250,000 

over 500,000 to 1,000,000 20,600 + 1.5% over 500,000 

over 1,000,000 28,100 + 0.5% over 1,000,000 

The basis for calculating compensation in bankruptcy proceedings against legal entities is: 
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(i) the amount of funds that constitute the basis for calculating the remuneration to the 

Bankruptcy Administrator when settling the secured creditors, 

(ii) the costs of the bankruptcy proceedings and the obligation of the bankruptcy estate whose 

amount is determined without the reward of the Bankruptcy Administrator. 

The basis for calculating increased compensation in bankruptcy proceedings against legal entities 

is: 

(i) the complexity of the bankruptcy proceedings, 

(ii) the duration of the bankruptcy proceedings, 

(iii) degree of settlement of bankruptcy creditors. 

In addition, compensation calculated based on above stated table will be increased: 

(i) for additional 30% if bankruptcy administrator fill final report up to 12 months upon 

opening bankruptcy proceeding; 

(ii) for additional 20% if bankruptcy administrator fill final report between 12 and 24 months 

upon opening bankruptcy proceeding. 

Additionally, if claims of unsecured creditors are recovered between 40% and 70% of reported 

unsecured claims, compensation will be increased for additional 20%, and if claims of unsecured 

creditors are recovered above 70% of reported unsecured claims, compensation will be increased 

for additional 30%. 

Compensation for the Bankruptcy Administrator for the recovery of secured creditors is assessed 

according to the following table: 

The basis for the calculation in euro Compensation in euro 

to 100,000 5% 

over 100,000 to 500,000 5,000 + 3% over 100,000 

over 500,000 to 1,000,000 17,000 + 2% over 500,000 

over 1,000,000 27,000 + 0.5% over 1,000,000 

Compensation in case of compulsory settlement proceeding is determined in reorganization plan 

and it cannot be higher from the compensation defined in case of liquidation of the bankruptcy 

estate and distribution. 

2.7 KINGDOM OF BELGIUM 

The new Belgian insolvency rules dated 11 Augustus 2017 entered into force on 1 May 2018 and 

consolidate the existing rules of Belgian insolvency law, previously in the Bankruptcy Law of 8 

August 1997 and the Law on the Continuity of Enterprises dated 31 January 2009. The compilation 
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version constitutes Book XX of the Code of Economic Law, entitled “Insolvency of Undertakings”, 

referred to as the “Insolvency Code”.  

A Royal Decree of 26 April 2018 determining the rules and scales for determining the costs and 

fees of insolvency officers simplified the existing rules governing the fees and expenses of 

insolvency practitioners. A distinction is made between a trustee in bankruptcy and other 

insolvency practitioners. The trustee’s fees are proportionate to the value of assets sold during the 

proceedings and cover administrative costs directly connected to the liquidation of the bankruptcy 

estate. Other insolvency practitioners must file a fee estimate upon the commencement of 

insolvency proceedings. This estimate must factor in the number of hours needed to fulfil the 

insolvency practitioner’s duties as well as an hourly rate in line with market practice in the 

insolvency practitioner’s sector. At the end of the procedure, the insolvency court will rule on the 

financial determination of fees and expenses. 

2.8 HUNGARY 

2.8.1 Restructuring proceedings (“csődeljárás”) 

The fee of the Bankruptcy Administrator is based on the book value of the assets shown in the 

balance sheet to be filed upon the opening of the proceeding. The amount of the fee is: 

(a) 2% of the book value of the assets, if the book value does not exceed HUF 100.000.000 

but at least HUF 250.000, plus VAT, 

(b) 2% of HUF 100.000.000 if the book value is between HUF 100.000.001 and 

HUF 500.000.000, plus 1,25% of the sum above HUF 100.000.000, plus VAT, 

(c) 1,25% of HUF 500.000.001 if the book value is between HUF 500.000.001 and 

HUF 1.000.000.000, plus 0,75% of the sum above HUF 500.000.001, plus VAT, 

(d) 0,75% of HUF 1.000.000.001 if the book value is above HUF 1.000.000.001, plus 0,25% 

of the sum above HUF 1.000.000.001, plus VAT, 

(e) If the settlement agreement is approved, the Bankruptcy Administrator is entitled an 

additional 15 percent of the fee referred to above but at least to HUF 300.000, plus VAT. 

Book value of the assets (without VAT) Bankruptcy Administrator´s remuneration 

from 780 EUR to 312.013 EUR 2 % of the amount 

from 312.013 EUR to 1.560.062 EUR 
6.240 EUR plus 1,25 % of the amount 

overlapping 312.013 EUR + VAT 

from 1.560.062 EUR to 3.120.125 EUR 
19.501 EUR plus 0,75 % of the amount 

overlapping 1.560.062 EUR + VAT 

above 3.120.125 EUR 
23.401 EUR plus 0,25 % of the amount 

overlapping 3.120.125 EUR + VAT 
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If the settlement agreement is approved 
Additional 15 % of the fee referred to above 

(but at least to 936 EUR + VAT) 

 

Ultimately, the court is to approve the fee and the Bankruptcy Administrator’s expenses in the 

given case but, if any adjustment is to be made, the court can only decrease the above amounts.  

2.8.2 Liquidation proceedings (“felszámolási eljárás”) 

The liquidator’s fee is 5% plus VAT (or 3% plus VAT if the commencement of the liquidation 

proceedings was ordered upon the termination of a preceding unsuccessful restructuring 

proceeding) of the amount of the proceeds from assets sold in the liquidation proceedings and the 

receivables of the debtor collected. If the liquidator decides to continue the debtor’s economic 

activity during the liquidation, it is also entitled to receive 2% plus VAT of the proceeds from such 

activity. The court can increase the fee of the liquidator in particularly complex and difficult cases.  

If there is a successful settlement agreement in liquidation, the liquidator’s fee is 5% plus VAT of 

the value of the assets that may be included in the scope of settlement and that can be distributed 

according to the relevant accounting regulations, but at least HUF 300.000 plus VAT. If the 

amount of such assets exceeds HUF 1.000,000.000, the court may reduce the liquidator’s fee taking 

into account the amount of work carried out by the liquidator and the workload involved in the 

given proceedings. 

2.9 REPUBLIC OF SLOVENIA 

In Republic of Slovenia, a Bankruptcy Administrator’s remuneration is regulated by special rules 

called “Rules on Tariff for assessment prize administrator in the insolvency proceedings”.  

Remuneration for making the opening report is calculated as follows: 

Basis for the calculation Remuneration 

to 47.350 EUR 3 % from the amount 

over 47.350 EUR to 100.000 EUR 1.420,50 EUR plus 1% over 47.350 EUR 

over 100.000 EUR to 500.000 EUR 1.947 EUR plus 0,5% over 100.000 EUR 

over 500.000 EUR to 2.000.000 EUR 3.947 EUR plus 0,2% over 500.000 EUR 

over 2.000.000 EUR to 4.400.000 EUR 6.947 EUR plus 0,1% over 2.000.000 EUR 

over 4.400.000 EUR 9.347 EUR plus 0,08% over 4.400.000 

EUR, but no more than 20.000 EUR 
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The basis for calculating the remuneration under the preceding paragraph is in bankruptcy 

proceedings against legal persons and individual entrepreneurs a value (of assets) recognized in the 

opening balance sheet of the debtor in bankruptcy in the second paragraph of Article 291 of the 

Serbian Insolvency act, in the process of personal bankruptcy of the private operators and 

consumers, and bankrupt legacy data on the value of the property, which is one of the bankrupt 

mentioned in the opening report manager. 

Remuneration for testing claims is calculated as follows: 

Number of claims filed on time Remuneration 

up to 10 1.420,50 EUR 

over 10 to 50 1.420,50 EUR plus 94,70 EUR for each 

claim in excess of 10 

over 50 to 100 5.208,50 EUR plus 47,35 EUR for each 

claim over 50 

over 100 to 200 7.576 EUR plus 23,68 EUR for each claim 

over 100 

over 200 9.944 EUR plus 5 EUR for each claim 

over 200, but no more than 20.000 EUR 

Remuneration for the liquidation of the bankruptcy estate and distribution s is calculated as 

follows: 

Basis for the calculation Remuneration 

to 37.500 EUR 10 % from the amount 

over 37.500 EUR to 375.000 EUR 3.750 EUR plus 4% over 37.500 EUR 

over 375.000 EUR to 750.000 EUR 17.250 EUR plus 3% over 375.000 EUR 

over 750.000 EUR to 2.250.000 EUR 28.500 EUR plus 1% over 750.000 EUR 

over 2.250.000 EUR to 3,55 mil. EUR 43.500 EUR plus 0,5% over 2.250.000 

EUR 

over 3,55 mil. EUR 50.000 EUR plus 0,3% over 3,55 mil. 

EUR, but no more than 60.000 EUR 

2.10 KINGDOM OF DENMARK 

An Insolvency Practitioner is remunerated in accordance with a discretionary assessment based on 

the time spent, the type and extent of the performed work, the nature of the estate, the 

responsibility associated with the performed work, and the achieved results. The court's decision to 

approve remuneration in both bankruptcy and restructuring proceedings may be appealed to the 

High Court. 
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2.11 IRLAND 

In the case of creditor's voluntary liquidation and liquidation commenced by order of the court, in 

practice, fees are charged on the basis of time. 

There is no fixed rate per hour. Fees are reviewed and approved by the committee of inspection or, 

if there is none, by the creditors. If the remuneration is not fixed by the creditors or a committee of 

inspection, the liquidator may apply to the court to fix the fees. 

2.12 KINGDOM OF THE NETHERLANDS 

The Insolvency Practitioner would be paid on an hourly basis where the rates vary, depending on 

the experience of the Insolvency Practitioner and the amount of the liquidated assets. 

The base fee as per 1 January 2018 is EUR 212 per hour. Based on experience and other factors the 

hourly fee could be anything between EUR 120 and EUR 450 per hour or more (in exceptional 

cases) The Insolvency Practitioner receives their remuneration only - but with top-ranking priority - 

when there is enough cash available. 

The court must approve the Insolvency Practitioner's remuneration, creditors have no formal 

influence on the remuneration approved in favor of the Insolvency Practitioner. 

2.13 KINGDOM OF NORWAY 

An Insolvency Practitioner is remunerated based on time spent an accordingly to the rates set by 

the court. The Insolvency Practitioner's remuneration is approved by the court based upon a 

remuneration proposal prepare by the Insolvency Practitioner. The proposal from the Insolvency 

Practitioner is taken into account by the court, and can be corrected if the court finds that the 

remuneration is inappropriate and unreasonable in relation to the practice among Insolvency 

Practitioners. 

The proposal prepared by the Insolvency Practitioner is also presented to the creditors, allowing 

them to voice their opinion, prior to the decision of the court. 

2.14 SLOVAK REPUBLIC 

As a consideration for exercising the duties of an Insolvency Practitioner, until the time of the first 

creditors' meeting, the Insolvency Practitioner shall be entitled to a flat fee, the rate of which shall 

be determined by the court upon the proposal of the Insolvency Practitioner following the date of 

the first creditors' meeting. As a consideration for exercising such duties following the first 

creditors' meeting, the Insolvency Practitioner shall be entitled to a fee equal to a percentage of the 

proceeds from the sale of the property liable to the bankruptcy. 

The preliminary Insolvency Practitioner is entitled to a flat fee amounting to EUR 500 (bankruptcy 

of natural persons) or EUR 1.500 (bankruptcy of legal entities), for carrying out the work as a 

preliminary Insolvency Practitioner. The preliminary Insolvency Practitioner is also entitled to 

remuneration of the proven costs for determination of the debtor's estate according to the court's 
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decision (Article 21 (3) Act no. 7/2005 Coll. On Bankruptcy and Restructuring) up to EUR 1.000. 

The Insolvency Practitioner is entitled to a flat fee amounting to EUR 500 (bankruptcy of natural 

persons) regardless of the debtor's property or from EUR 2.300 up to EUR 6.600 (bankruptcy of 

legal entities), for carrying out the work as a preliminary Insolvency Practitioner, but this depends 

on the value of the debtor's property. 

After the first creditors' meeting the Insolvency Practitioner is entitled to remuneration determined 

as a percentage from the proceeds stipulated by the Decree of Ministry of Justice No. 665 / 2005 

coll. The total remuneration of the Insolvency Practitioner or Insolvency Practitioners from the 

proceeds included in one distribution plan cannot exceed EUR 330.000. The exception from this 

limitation is in case of the proceeds arising from a successful contesting of a legal act by the 

Insolvency Practitioner in court proceedings. In such a case, the remuneration of the Insolvency 

Practitioner is 25% from the proceeds with no limitations. 

The percentage of the remuneration from the proceeds is determined by the amount of proceeds, 

whereby the rule that the higher the proceeds, the lower the percentage of remuneration is, applies. 

2.15 KINGDOM OF SWEDEN 

The remuneration is usually based on an evaluation of whether the requested remuneration is 

reasonable. In smaller cases, a statutory scale can be used. 

Final approval of an Insolvency Practitioner's remuneration is by the court. However, the creditors 

the debtor and The Swedish Bankruptcy Supervision Authority can remark on the remuneration. 

2.16 UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND 

Remuneration is payable on the basis of time cost, as a percentage of realizations or on a fixed fee 

basis (alternatively, it can be made on a combination of these bases). Where an Insolvency 

Practitioner acts as an administrator, liquidator or Bankruptcy Administrator in bankruptcy, and 

remuneration is based on time costs, the Insolvency Practitioner must supply creditors with a 

detailed fee estimate. In relation to certain liquidations and bankruptcies, where members' or 

creditors' agreement, as appropriate, cannot be obtained, a statutory scale may be applied. 

Dependent upon the type of appointment, remuneration will be agreed by the creditors' committee, 

the general body of creditors, the court or, in an administrative receivership, by the appointer. If 

creditors object to the amount, or basis, of the office-holder's remuneration they can make an 

application to the court challenging the payment. 

3. Description of financial recovery processes 

3.1 CZECH REPUBLIC 

An insolvency of a company incorporated and organized under the laws of the Czech Republic is 

regulated primarily by the Czech Act No. 182/2006 Coll., on Insolvency and Methods of its 

Resolution (as amended, the “Insolvency Act”). Insolvency proceedings are generally applicable to 
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all persons, including legal entities.  

The Insolvency Act provides three methods of insolvency resolution: (i) bankruptcy liquidation (in 

Czech: konkurs), (ii) reorganization (in Czech: reorganizace) and (iii) the debt discharge (in Czech: 

oddlužení). As the debt discharge is not available for business legal entities, it will not be described 

any further. 

3.1.1  Bankruptcy liquidation 

The general purpose of bankruptcy liquidation is the proportionate satisfaction of creditors from the 

sale of debtor's assets forming the insolvency estate (in Czech: majetková podstata) (the 

“insolvency estate”). In a bankruptcy liquidation the debtor's assets are realized (sold) and the 

proceeds of such realization are distributed among debtor’s creditors in accordance with the 

Insolvency Act. The assets can be sold one by one at a (public or judicial) auction or outside an 

auction (i.e. direct sale) or as a bulk in a directly negotiated process, which may correspond to a 

standard tender for sale of business. 

The secured creditor's receivables will be satisfied from the monetization of items, rights, 

receivables or other assets that secured their receivables. After the proceeds from monetization are 

reduced by the monetization costs and the remuneration of the Bankruptcy Administrator, the 

amount is handed over to the secured creditor with the consent of insolvency court. The debtor and 

other creditors may file the complaints against the Bankruptcy Administrator’s petition for the 

release of the proceeds from monetization within 7 days from the date of publication of the petition 

in the Insolvency Register. 

The Bankruptcy Administrator is obliged to inform the court and the Creditors Committee about 

the monetization process and on handling the proceeds from monetization. By the end of the 

monetization process, the Bankruptcy Administrator submits the final report to the court, where the 

information about his activity and the overall financial situation is provided. The final report must 

result in the quantification of the amount that is to be divided among the creditors, and the 

designation of such creditors with the data on the amount of their shares of such amount.  

The insolvency court reviews the final report and, if it ś approved, the Bankruptcy Administrator 

submits a petition for the schedule resolution to the insolvency court, stating how much should be 

paid out for each receivable listed in the amended list of registered receivables. The schedule is 

also to be approved by the court and it is possible to file an appeal against it.  

The amounts determined for each creditor in the schedule resolution shall be reimbursed by the 

Bankruptcy Administrator or in some cases may be deposited into the custody of the court and the 

creditors shall be notified of it in writing. The Bankruptcy Administrator have to submit a report on 

the fulfilment of the schedule resolution to the insolvency court. 

3.1.2 Reorganization  

Reorganization provides an option for continuing the operation of an insolvent debtor (whilst 

allowing it to be a subject to possible measures providing the economic improvement of its 
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operations) along with the satisfaction of claims of its creditors, all on the basis of a reorganization 

plan accepted by the creditors and confirmed by the court. 

Before the reorganization plan is confirmed, the creditors are divided into groups, in which are 

creditors with substantially similar legal status and economic interests. The criteria of their 

formation and the groups themselves are specified in the reorganization plan.  

Furthermore, the reorganization plan contains the information about restructuring the receivables 

and the process of their satisfaction dependent on the groups of creditors. In comparison to the 

bankruptcy liquidation, the main purpose of reorganization is not to sell the debtor’s property in 

order to satisfy (mostly) the secured creditors, but to maintain the operation of business. Therefore, 

the process of creditors  ́ satisfaction is dependent on the approach adopted in the reorganization 

plan with only a few criteria expressly provided by law.  

After the reorganization comes into effect, it is possible to commence the execution in order 

to recover a claim from the debtor. The court supervise the implementation of the reorganization 

plan and acknowledges its accomplishment as well as decides upon the remuneration of the 

Bankruptcy Administrator and his costs.  

3.2 RUSSIAN FEDERATION 

The Russian bankruptcy law provides five possible stages of bankruptcy proceedings: 

(i) Observation: the purpose of the observation stage is to secure the assets of the debtor, to 

ascertain its financial standing, to identify all of the debtor’s creditors, to establish 

creditors’ claims and to hold an initial meeting of creditors to take a decision on the future 

of the debtor, 

(ii) Financial rehabilitation: Financial rehabilitation represents a form of rescue proceeding 

imposed to restore the debtor’s insolvency and to effectuate orderly repayment of debt 

under a debt repayment schedule.  In practice, to our knowledge, to date financial 

rehabilitation has been the least-commonly used bankruptcy procedure in Russia, 

(iii) External management: External management is a form of rescue procedure intended to 

restore the debtor’s solvency. In practice this stage (as well as financial rehabilitation) is 

almost never exercised. Usually, the bankruptcy process jumps from observation stage to 

the winding-up, 

(iv) Voluntary arrangement: Voluntary arrangement is a procedure which can be employed at 

any stage in order to terminate bankruptcy proceedings through an agreement between the 

debtor and its creditors, 

(v) Winding-up: A winding-up commences once the court declares the debtor to be ‘insolvent’ 

and that its debts must be discharged using the proceeds from the sale of its assets.  

Winding up is the most commonly-used bankruptcy procedure in Russia, particularly for 

small and medium-sized companies. 
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Observation, financial rehabilitation, external management and winding-up are formally introduced 

on the basis of a decision of the court presiding over the bankruptcy case. Debtors will not 

necessarily undergo all of the above described stages of bankruptcy proceedings. For example, 

following observation the court may immediately declare a debtor insolvent and order it wound-up 

at the outset, if: (i) the debtor meets the criteria for 'insolvency' as defined in the law, and (ii) the 

court determines that there is no reasonable basis for a rescue. 

Bankruptcy Law envisages the simplified bankruptcy procedure for the situation when in the 

course of voluntary liquidation it appears that a legal entity started to show signs of insufficient 

assets. In this situation, observation, financial rehabilitation and external management procedures 

will not apply. This scenario recently became one of the most frequently used scenarios for 

bankruptcy. 

3.3 REPUBLIC OF FRANCE 

French law provides for judicial processes which are organized to a much greater extent by law and 

are under the strict supervision of the court. The safeguard and accelerated safeguard proceedings 

aim at reorganizing the debtor’s business. The court-ordered reorganization offers two possibilities 

ie, either reorganize the debtors’ business as in safeguard proceedings or sell the debtor’s assets as 

a going concern. 

3.3.1 Safeguard and court-ordered reorganization proceedings 

Safeguard and court-ordered reorganization proceedings are relatively similar and have a common 

purpose: (i) the rescheduling of pre-filing liabilities and, as the case may be, (ii) the restructuring of 

the operations. 

The main objectives and the process of safeguard and court-ordered reorganization proceedings are 

relatively similar: to place the debtor under the protection of the court in order to facilitate the 

continuation of the debtor and/or its business, to preserve the related employment and ensure 

payment of the creditors. The choice of opening safeguard or court-ordered reorganization 

proceedings will depend on whether or not the company is in a state of cessation of payments. 

The safeguard procedure is a judicial process that is situated between preventive restructuring 

proceedings and court-ordered reorganization/liquidation. The debtor must not be in a cessation of 

payments state but is anticipating any sort of difficulties whatsoever (for example, repayment of a 

bullet debt loan in three or six months) which it is unable to solve on its own. These proceedings 

can only be opened at the debtor’s request. However, the debtor has no obligation to file for such 

request. 

On the contrary, court-ordered reorganization proceedings must be opened by the debtor if it is in a 

state of cessation of payments. The debtor that establishes that the reserves of credit or 

moratoriums it benefits from its creditors enable it to pay its outstanding liabilities with its 

available assets is not in a state of cessation of payments. 

French insolvency law requires that the debtor must file for court-ordered reorganization 
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proceedings (or court-ordered liquidation proceedings if more appropriate), within forty-five (45) 

days of the state of cessation of payments, failing which, the debtor or the management (chairman, 

CEO, directors, etc) may, under certain conditions, incur different forms of personal liability (see 

the section on liabilities and sanctions below). However, in the event of a state of cessation of 

payments, the debtor or the company’s legal representative also has the option of applying for 

conciliation within forty-five (45) days of the company entering a state of cessation of payments 

(see above). 

Unlike safeguard proceedings, court-ordered reorganization proceedings can also be commenced at 

the initiative of a creditor or the public prosecutor (‘procureur de la République’). From practice, 

this situation is rare except for very small companies. 

The other main differences between safeguard and court-ordered reorganization proceedings are as 

follows: 

(a) under court-ordered reorganization proceedings, the court can, under various conditions, 

declare certain acts or payments, which occurred within an eighteen (18)-month period 

before the opening of the proceedings (also known as the claw-back period ‘période 

suspecte’), as null and void. This is also applicable in court-ordered liquidation 

proceedings but not safeguard proceedings. The rationale for this is to sanction certain acts 

or payments made before the opening of the insolvency proceedings while the debtor was 

already in a state of cessation of payments, 

(b) contrary to court-ordered reorganization proceedings, safeguard proceedings do not allow 

the court to force the debtor to sell its business or the director of the company to sell its 

shares under certain conditions, 

(c) employees can be made redundant in both proceedings. However, common labor law rules 

apply in safeguard proceedings whereas specific rules apply in court-ordered 

reorganization proceedings, as well as in court-ordered liquidation proceedings, making it 

faster in the latter two (2) proceedings. 

Safeguard proceedings are designed so that the debtor is in theory protected from the disposal of its 

assets. These proceedings are therefore encouraged in order to anticipate potential insolvency. 

Observation period 

A few days after the company submits its petition for opening one of these proceedings, a formal 

hearing will be held during which the court will review the financial situation of the company and 

will appoint: 

(a) a court appointed receiver (‘administrateur judiciaire’) who will assist the management of 

the debtor and co-sign the checks, 

(b) a creditors’ representative (‘mandataire judiciaire’) who will represent creditors and verify 

their claims, and  

(c) a supervisory judge (‘juge commissaire’) who will supervise the process.  
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The observation period (‘période d’observation’) begins from the opening judgment.  Resulting 

from practice, the prerequisite for opening safeguard or court ordered reorganization proceedings is 

the financing of the observation period i.e., that the company can continue to operate for a certain 

period of time (e.g. 2/4/6 months) without incurring new liabilities. 

If this prerequisite is met, then the observation period will be aimed at ‘observing’ the company, to 

see whether the prefilling liabilities of the company can be installed over a maximum period of ten 

years based on the company’s financial forecasts. If so, the debtor will propose solutions to its 

creditors in a safeguard or continuation plan that will be submitted for the court’s approval. 

Otherwise, the issue will be whether or not the business can be sold as a going concern to a buyer 

through a sale plan. If no buyer can be found, the only remaining solution for the court will be to 

liquidate the company’s assets in court-ordered liquidation proceedings (see the section on court-

ordered liquidation proceedings below). 

Should the company incur new liabilities, the court-appointed receiver would then be obliged to 

sell the company’s assets as a going concern. Again if no buyer can be found, the company’s assets 

will be liquidated in court-ordered liquidation proceedings. This can happen any time during the 

observation period regardless of the initial period set by the court. 

In practice, the first observation period is a six (6)-month period but it can be shorter if the 

company cannot finance its operating costs. This first six (6)-month period can be renewed for 

another six (6)-month period by the court and an additional six (6)-month period (at the public 

prosecutor’s request only) i.e. a total observation period of up to 18 months maximum.  

The beginning of the observation period has the following legal consequences for the debtor: 

(a) pre-filing debts are frozen (except the possibility to set off related debts), no action against 

the debtor for payment of an amount of money or to rescind a contract due to the debtor’s 

failure to pay an amount of money can be commenced or continued, and no securities on 

pre-filing debts can be registered or directly enforced. The rationale for this is to provide 

the debtor with some breathing space during which the debtor can prepare a safeguard or 

continuation plan, 

(b) the debtor is either supervised or assisted by the court-appointed receiver in safeguard 

proceedings. In court-ordered reorganisation proceedings, the court-appointed receiver’s 

assignment is either to assist the debtor in operating the company or managing it alone, 

and 

(c) the court-appointed receiver elects to terminate or continue ongoing contracts. If he 

decides that a contract is essential to the company’s business, he can force the contracting 

party to perform it. Employment contracts are excluded from these provisions and are 

maintained ipso jure. A contract cannot be terminated at the request of the contracting 

party on the grounds that insolvency proceedings have been opened by the debtor. 

The main consequences for the creditors are as follows: 

(a) As from the publication of the judgment, all the creditors whose debt arose before the 
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opening judgment, except the employees, send a statement of their debt to the creditors' 

representative.  Secured creditors, whose security has been published, and creditors who 

are under a leasing contract are notified of the judgment directly. All other creditors are 

notified by advertisement in the legal magazine BODACC. Creditors have two months as 

of the date the judgment is published in BODACC in the case of domestic creditors and 4 

months for non-domestic creditors to file a proof of debts. The proof of debt must specify 

the nature of the debt, the principal sum due at the date of the decision opening the 

proceedings, together with dates on which instalments become due. If the proof of debt is 

not submitted in time, the supervisory judge may order that the creditor be excluded from 

any payment made from the creditors’ fund, 

(b) the start of the observation period also provides for a suspension of interest on claims that 

might accrue during this period, except for interests resulting from loans taken for a period 

equal or greater than a year or contracts with a differed payment of a year or more. These 

interests cannot be capitalised, and 

(c) up to five voluntary creditors can be appointed by the supervisory judge as monitors 

(“contrôleurs”) whose mission is to assist the creditors’ representative and the supervisory 

judge. Monitors can, under certain circumstances, act on behalf of the creditors if the 

creditors’ representative fails to do so. 

Safeguard or continuation plan 

If the debtor has its accounts certified by an auditor and has over 150 employees or a turnover 

exceeding EUR 20 million, the safeguard or continuation plan must be submitted to creditors’ 

committees (one being made for financial creditors and the other for the company’s main suppliers) 

prior to being formally submitted to the court. Bondholders having claims against the debtor are 

gathered into a third committee, called the ‘bondholders’ assembly’, to which the plan will also be 

submitted after the first two committees and prior to the submission of the plan to the court.  

The debtor, with the court-appointed receiver, may present a draft plan during the observation 

period. A creditor, who is member of a creditors’ committee (except for bondholders), can also 

submit an alternative plan. 

Plans have a maximum duration of ten (10) years but can also be longer if the creditors’ 

committees and the bondholders’ assembly vote it where applicable. Plans can include cram 

downs, debt to equity swaps, instalments. Creditors can be treated differently where the 

circumstances justify it. Each member of the creditors’ committees must inform the court-

appointed receiver of the existence of any subordination agreement, any agreement restricting or 

conditioning their vote and any agreement allowing for third party payment of the relevant debt. 

The court-appointed receiver shall then submit to the creditor/note holder a proposal for the 

computation of its voting rights in the creditors committee/bondholders general meeting. A partial 

sale of the business can also be part of the plan. 

A decision is taken by each committee by the majority of members representing at least two-thirds 

of the amount of debt held by voting members. As such, the propositions included in the plan will 

be imposed on all members of the committees, even those who voted against them. 

The creditors which do not belong to the committees are consulted individually. They cannot be 
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imposed cram downs. In practice, the proposition made to these creditors is two-fold i.e., the 

repayment of only a certain percentage of the facial value versus the possibility of the court 

imposing a ten (10)-year instalment on their claim. 

The court approves the plan after verifying that the creditors’ interests are preserved. Should the 

plan not be accepted by one or several committees in the same terms or by the court (if the court 

considers that the protection of each creditor is insufficient), then the court applies the classic 

procedure of individual consultation of the creditors, after which the court has the sole authority to 

adopt or reject a safeguard or continuation plan. The individuals guarantors (but not legal entities) 

can benefit from the provisions of the safeguard plan. (This right is not applicable under a 

continuation plan.) 

The court appoints a commissioner (“commissaire à l’exécution du plan” either the court appointed 

receiver or the creditors’ representative) for the duration of the plan, who controls and monitors the 

performance of the plan by the debtor and drafts an annual report in this respect. If the plan is not 

performed correctly, the court will terminate it. The plan is then converted into court-ordered 

liquidation proceedings. An unperformed safeguard plan can be converted into either court-ordered 

reorganization or court-ordered liquidation proceedings, whereas an unperformed continuation plan 

can only be converted into court-ordered liquidation proceedings. 

The proceedings are finalized with a critical review by the court-appointed receiver and the 

creditor’s representative, and approved by the supervisory. The court can then pronounce the 

termination of the proceedings. 

Sale plan 

As mentioned above, a sale plan i.e., the sale of the company’s assets as  a going concern, must be 

considered if there is an impossibility to establish the continuation plan or in case of failure of the 

continuation plan. Takeover offers must, in principle, come from a third party i.e., a person who is 

not the debtor, a de jure or de facto manager of the debtor, a parent or relative up to the second 

degree of the debtor’s officers and a creditor approved monitor (“contrôleur”).  

The period of time available to third parties to present their bid is determined by the court. The 

applicants present a written takeover offer which requires detailed information as defined by 

Article L.642-2 II of the French Commercial Code. The takeover offer is to be filed with the court-

appointed receiver or the court-appointed liquidator and cannot thereafter be modified (except in a 

more favourable way) or withdrawn. In principle, the court will adopt a (or several) sale plan(s) 

which offers the best conditions to maintain the employment, the payment of creditors and the 

continuation of the activity. In the event of non-performance of the plan by the purchaser, the court 

may pronounce the termination of the plan with damages. 

The secured assets are assigned free from security interests which prevents secured creditors from 

bringing actions against the purchaser, except those relating to the financing of the acquisition of 

the secured assets. In the latter case, the purchaser bears the remaining financing after the decision 

approving the sale plan. In practice, court-ordered reorganization proceedings will be converted 

into court ordered liquidation proceedings once the sale plan is adopted so that a court-ordered 

liquidator can proceed with the sale of the debtor’s remaining assets, if any, and allocate the 

proceeds of the sale to the creditors. The law provides a hierarchy for the payment of the creditors. 
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For example, employee’s receivables relating to their salaries are paid in priority, subject to certain 

conditions and limits, and then the costs relating to the insolvency proceedings (‘frais de justice’) 

are paid prior to any other claim. Unsecured creditors are the last to be paid and are, in practice, 

rarely paid. 

3.3.2 Accelerated safeguard proceedings 

The accelerated financial safeguard proceedings (“sauvegarde financière accélérée”) is reserved for 

financial creditors whereas the accelerated safeguard proceedings (“sauvegarde accélérée”) is 

opened to all creditors. 

The main purpose of the accelerated safeguard proceedings is to impose to reluctant creditors a 

restructuring plan negotiated and accepted during a conciliation proceedings by a majority of two-

thirds of the creditors. 

The 2014 reform also reduced the thresholds to be eligible for such proceedings and maintained the 

possibility for the debtor to limit these accelerated proceedings to its financial creditors and 

bondholders. 

Opening of the proceedings 

Accelerated safeguard proceedings are opened, upon request of the debtor, that: 

(a) is engaged in on-going conciliation proceedings and can evidence having entered into a pre 

pack restructuring agreement that will ensure the continuation of its business and that is 

likely to gain widespread support from its creditors in order to make the adoption of the 

agreement likely within a short timeframe, and 

(b) establishes consolidated annual accounts in compliance with Article L.223-16 of the 

French Commercial Code, or 

(c) has its accounts certified by a statutory auditor or established by a certified accountant and 

has: 

(i) over 20 employees, or 

(ii) a turnover exceeding EUR 3 million, or 

(iii) a balance sheet total exceeding EUR 1.5 million. 

The debtor can also request the limitation of the opening of accelerated safeguard proceedings to its 

financial creditors and bondholders if any. As such, the above conditions must be met but the 

debtor’s accounts must show debt likely to allow the adoption of a pre-pack restructuring plan by 

financial creditors and bondholders only. In this case, these proceedings are called ‘accelerated 

financial safeguard proceedings’ and will not affect the debtor's relations with other creditors 

(operating creditors, main suppliers …). 

Main effects of the proceedings 

These proceedings are said to be accelerated because the court adopts a pre-pack restructuring plan 

within three (3) months under accelerated safeguard proceedings and one (1) month, renewable 

once, under accelerated financial safeguard proceedings. The constitution of creditors’ committees, 
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and the bondholders’ assembly if appropriate, are mandatory under these proceedings irrespective 

of the thresholds set for the constitution of such committees in safeguard and court ordered 

reorganisation proceedings. The main suppliers’ committee, however, will not be formed in case of 

accelerated financial safeguard proceedings. Other than the main effects listed above, the effects of 

the accelerated safeguard proceedings (whether financial or not) are fairly similar to those in 

safeguard proceedings. 

The content of the pre-pack restructuring plan is fairly similar to what can be proposed under 

safeguard or court-ordered reorganisation proceedings. However, unlike in safeguard and 

reorganisation proceedings, there will be no individual consultations with the creditors if the plan is 

not adopted by the committees, and the court will consequently terminate the proceedings. 

Accelerated safeguard proceedings are therefore designed to offer the debtor fast track proceedings 

to implement a pre-pack restructuring in case of failure to reach a unanimous agreement with its 

creditors under conciliation proceedings, and is therefore encouraging debtors to anticipate their 

difficulties and use conciliation proceedings. 

3.4 ROMANIA 

The main stages of insolvency are: the observation period, the reorganization and the bankruptcy 

(although an insolvent company does not need to pass through all these three stages, as it may enter 

directly or after the observation period, either in reorganization or in bankruptcy). Upon the 

commencement of the insolvency proceedings any judicial or out-of-court actions, as well as any 

enforcement measures against the debtor for recovery of any debts, are automatically suspended.  

A reorganization plan may be submitted by the debtor (with its shareholders approval), by the 

judicial receiver or by one or more creditors holding at least 20% of the value of the debtor’s table 

of receivables. The reorganization plan includes the recovery prospects in relation to the 

possibilities and the nature of the debtor's activity, the available financial means, the market 

demand for the debtor's offer, the receivables’ payment schedule, liquidation of all or some of the 

assets of the debtor’s patrimony – separately or in block, transfer of the debtor’s assets to its 

creditors as payment (datio in solutum) of the creditor’s receivables, total or partial liquidation of 

the debtor’s patrimony, debtor’s merger or division, issuance of securities by the debtor, haircut or 

amendment of payment conditions related to certain receivables (disadvantaged receivables), etc.  

Depending on the nature of the receivables included in the debtor’s table of receivables 

(receivables with preference rights, salaries, budgetary receivables, key suppliers’ receivables and 

other unsecured receivables), the reorganization plan must be approved by the creditors on 

category and receivable value basis. The debtor’s assets are sold by public gender, at a value 

assessed by an evaluator. 

3.5 REPUBLIC OF POLAND 

In general, claims satisfied in the course of the bankruptcy proceedings may be divided into two 

categories: 

 post-bankruptcy claims (i.e. claims which arose after bankruptcy was declared – for 

example claims of service providers which contracted directly with the bankruptcy 



| ROAD MAP WITH ACTION PLAN FOR BANKRUPTCY SYSTEM REFORM 

 | 69 

 

receiver and provided him/her with the services). Such claims do not have to be filed in 

the bankruptcy proceedings and should in general be satisfied by the bankruptcy receiver 

as they fall due, provided there are funds in the bankruptcy estate, 

 pre-bankruptcy claims (i.e. claims which arose before bankruptcy of the debtor was 

declared). These claims have to (in general) be filed in the bankruptcy proceedings in 

accordance with the procedure described below. 

Generally speaking, pre-bankruptcy claims have to be filed by creditors in order for them to 

participate in the bankruptcy proceedings. This is done by way of written proof of claims (filing of 

proofs of claim is free of charge). Such claims are then verified by the bankruptcy receiver and 

decision whether or not to recognize them is reflected in the list of claims. In exceptional 

situations, pre-bankruptcy claims do not have to be filed, but are placed on the list of claims ex 

officio (e.g. secured claims and claims for payment of employees’ wages). However, to be on the 

safer side, it is recommended to file proofs of claims also in such exceptional circumstances.  

Proofs of claim should be submitted within 30 days from the day an announcement is published 

that the bankruptcy proceedings were opened. Such announcement (and other announcements 

referred to in this section of the memorandum) is published in a Polish official journal (Monitor 

sądowy i gospodarczy). It is publicly available in the internet (at 

https://ems.ms.gov.pl/msig/przegladaniemonitorow) and access to it is free of charge.  

If a creditor is late with filing the proof of claim, he or she bears the associated costs. Moreover 

actions already performed in bankruptcy proceedings are effective towards the creditor. E.g. if 

before the claim of such creditor is finally recognized on the list of claims funds of the bankruptcy 

estate have been divided among other creditors in part or in full, such creditor may not in general 

claim any part of such divided funds. 

 The proof of claim should be in writing, in two copies and shall satisfy specific formal 

criteria (e.g. identify the amount of the principal claim and incidental dues, rank which the claim 

should be given, securities associated with the claim, etc.). Importantly, at this stage no documents 

evidencing the claim have to be attached to the proof of claims. 

If the proof of claim satisfies such formal requirements, the bankruptcy judge forwards one copy 

thereof to the bankruptcy receiver. The bankruptcy receiver conducts a limited verification of the 

proof of claim (generally based on the bankrupt’s documentation, accounting books, his/her 

statements and contents of the publicly available registers). If after such limited verification the 

proof of claim appears to be unfounded, the bankruptcy receiver calls the creditor to file the 

documents supporting the proof of claim and indicated in it within one week.  

Based on the outcome of the review of proofs of claims and on the bankrupt’s statement the 

bankruptcy receiver prepares the list of claims and indicates with respect to each claim whether it is 

recognized or not. Then the bankruptcy receiver delivers the list of claims to the bankruptcy judge. 

Recognition and non-recognition of claims may be challenged both by the bankrupt and by the 

creditors: 

 the creditor may challenge either the refusal to recognize his/her claim (partially or in 

full) or the recognition of a claim of another creditor (partially or in full), 
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 the bankrupt may challenge the recognition and the non-recognition of claims if the 

particular decisions of the bankruptcy receiver on the recognition or non-recognition are 

contrary to the bankrupt’s previous statements made in the bankruptcy proceedings.  

Objections shall be filed within two weeks from the day an announcement is published that the list 

of claims was delivered by the bankruptcy receiver to the bankruptcy judge. Unlike the proofs of 

claim (which are free of charge), the objections are subject to a court fee. It is calculated 

proportionally to the amount in dispute and is capped at PLN 20.000. 

Objections to the particular decisions of the bankruptcy receiver concerning the list of claims are 

heard by the bankruptcy judge. They are as a rule recognized in camera but may also be recognized 

during hearings. The decision of the bankruptcy judge may be challenged to the bankruptcy court. 

Such challenge (complaint) is also subject to a court fee calculated proportionally to the amount in 

dispute (up to PLN 20.000). An objection may be based only on statements and defenses made in 

the proof of claim. Belated statements and defenses are admissible only when a creditor can 

demonstrate that they could not have been made at an earlier time or that the need to make them 

arose at a later time. 

After all objections are finally resolved, the bankruptcy judge approves the list of claims. Before 

the objections are resolved, the bankruptcy judge may approve part of the list of claims – with 

respect to which no objections were filed. After the list or part of it is approved, the sale proceeds 

are divided between creditors satisfying their claims according to a division plan (or division plans) 

prepared by bankruptcy receiver.  

The bankruptcy judge may additionally ex officio change the list of claims (e.g. delete certain 

claims), if it is determined that the list contains claims that are non-existent or partially non-

existent, or if it does not include claims that should be listed ex officio. This decision may be 

appealed. 

In general in the course of the bankruptcy proceedings the creditor may not litigate the pre-

bankruptcy claims against the bankruptcy receiver / the bankrupt if s/he wants to obtain satisfaction 

from the bankruptcy estate. There is one exception which pertains to litigations which were 

ongoing at the time the debtor-defendant was declared bankrupt. Such litigations are suspended and 

the creditor-plaintiff has to file its claim in the bankruptcy proceedings (by filing a proof of claim). 

If, however, such claim is not recognized on the list of claims in a final and binding manner (and 

the creditor has filed objection and a complaint against such non-recognition), the creditor may 

continue such suspended litigation. 

3.5.1 Satisfaction of claims 

Satisfaction of claims in general depends on three questions: 

(a) whether the claim in question is a pre-bankruptcy claim or a post-bankruptcy claim, 

(b) if the claim in question is a pre-bankruptcy claim – whether the claim is secured on the 

bankrupt’s assets or not, 

(c) if the claim in question is a pre-bankruptcy claim – the rank to which the claim is 

apportioned. 
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As already indicated, claims which arose after bankruptcy was declared should in general be 

satisfied by the bankruptcy receiver as they fall due and in their full amount. This may, however, 

not be possible, if the bankruptcy estate has insufficient funds.  

In general, secured creditors whose claim arose before bankruptcy was declared enjoy a privileged 

position in the bankruptcy proceedings: 

(a) the sale proceeds from the encumbered assets are in general divided separately between the 

secured creditors (subject to certain exceptions where specified privileged claims are 

satisfied first to some extent – e.g. alimony claims, pension claims, etc.), 

(b) if multiple securities / other rights in rem are established on a given asset, the creditors will 

be satisfied according to the priority (rank – not to be mistaken with a bankruptcy rank each 

pre-bankruptcy claim has) each security has. A claim secured by a right enjoying lower 

priority (rank; usually established later) will only be satisfied once a claim secured by a 

right enjoying higher priority (rank; usually established earlier) has been repaid in full, 

(c) the security extinguishes as a result of sale in bankruptcy proceedings. If any funds are left 

after secured creditors are satisfied, they are divided among the unsecured creditors. If not 

all secured claims were repaid from the sale proceeds, they are satisfied as unsecured claims 

according to their regular bankruptcy rank, 

(d) the proceeds from the sale of encumbered assets to be divided may be reduced by: (1) the 

costs of liquidation and (2) other costs of the insolvency proceedings. These costs are 

covered directly by the sale price so the creditors are generally under no duty to make a 

direct payment to the bankruptcy estate, 

(e) as to the costs of liquidation, the amount that can be deducted from the sale price is not 

statutorily capped. It includes the costs of liquidation such as costs of legal representation, 

valuation of the asset sold, but might in extreme circumstances also include the 

remuneration of the bankruptcy receiver, all costs connected with the asset incurred in the 

bankruptcy proceedings (with respect to real properties – costs of perpetual usufruct, 

applicable taxes), etc., 

(f) as to the overall costs of the bankruptcy proceedings, the sum deducted from the sale price 

of an asset is capped and is a lump sum. It is equivalent to a lower of the following two 

amounts: (1) the part of the costs calculated based on the proportion between the value of 

the asset and the overall value of the bankruptcy estate; (2) 10% of overall sale proceeds. If 

e.g. the costs of the particular bankruptcy proceedings stood at PLN 500.000 the 

encumbered asset was a real property representing 50% of the value of the bankruptcy 

estate and such real estate was sold for PLN 6.000.000, the part allocated at the overall 

costs of the bankruptcy proceedings would be PLN 250.000 (50%*PLN 500.000). 

Conversely it would not be PLN 600.000 (10% of the sale proceeds) as this amount would 

not only be higher (less beneficial to the secured creditors), but additionally it would exceed 

the overall costs of the bankruptcy proceedings. 

Regardless whether the given pre-bankruptcy claim is secured or not, it is given a specified 

bankruptcy rank. Based on such rank it is then satisfied in the bankruptcy proceedings. With 
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respect to secured claims – their rank is important insofar they are not satisfied from the sale 

proceeds from the encumbered asset. The remaining part of the secured claim is then satisfied 

based on the rank system. 

There are following ranks regulated by the Polish Bankruptcy Law:  

(a) the first rank – in general privileged claims. These entail, among other things, claims under 

employment relationships for a period before the declaration of bankruptcy, maintenance 

claims and pension on account of damages for causing an illness, incapacity for work, 

disability, or death, claims on account of social insurance contributions for a period of three 

years prior to the declaration of bankruptcy and – in specific cases and under certain 

conditions – claims arising from certain actions taken during previous restructuring 

proceedings of the debtor that were subsequently discontinued, 

(b) the second rank – this is the general rank of claims. It includes other claims, if they are not 

to be satisfied under other categories, in particular taxes and other levies, and other claims 

on account of social insurance contributions. This is in general also the rank of trade claims, 

claims under financing covenants, etc., 

(c) the third rank – interest on claims that fall under the above categories, in the same order of 

satisfaction as the principal claim, as well as court and administrative fines, and claims on 

account of donations and bequests, 

(d) the fourth rank – claims of partners or shareholders on account of a loan or other legal 

activity having similar effects, in particular a delivery of goods with a deferred payment 

date, granted or performed within five years prior to the declaration of bankruptcy to the 

benefit of a bankrupt who is a limited company, together with interest. This is also the rank 

of certain other claims of creditors affiliated with the debtor (in limited instances). 

If the amount allocated for distribution is not sufficient to satisfy all claims in full, claims having 

lower rank are satisfied only after all claims having higher ranks are satisfied in full. If the amount 

allocated for distribution is not sufficient to satisfy all claims having the same rank in full, these 

claims are satisfied proportionally (on a pari-passu basis).  

Satisfaction by way of set-off. Finally, please note that Bankruptcy Law provides special rules 

under which the creditor may set off its pre-bankruptcy claims against the bankrupt. In general:  

 both claims must exist on the day of declaration of bankruptcy even if one of them was not 

yet due at that time, 

 if the creditor, being the bankrupt’s debtor, acquired a claim through transfer or 

endorsement after declaration of bankruptcy or acquired it within the last year before the 

day of declaration of bankruptcy, being aware of the existence of grounds to declare 

bankruptcy, no set-off is possible.  

Please note, however, that the above general rules are not exhaustive and moreover are subject to 

specific exceptions and above all deadlines. Detailed description of such additional rules and/or 

exceptions and/or deadlines, however, exceeds the scope of this memorandum. 
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3.6 KINGDOM OF BELGIUM 

The aim of the Law on the Continuity of Enterprises dated 31 January 2009, now article XX 39 and 

following  of the Insolvency Code is to support the continuity of a business as far as economically 

possible by providing more options for recovery. The law provides flexible solutions either 

collectively under the supervision of the court or out of court on a conventional basis between 

parties.  

3.6.1 Out of court restructuring proceedings  

A debtor may opt for an amicable settlement out of court, whereby on a voluntary basis he 

concludes an agreement with one or more creditors in order to restore the financial situation of the 

company. These creditors are very often also party to a Lock-up Agreement. Such an agreement 

cannot be challenged, even in the event of a subsequent bankruptcy proceeding. New financing and 

security is enforceable even if concluded during the hardening period prior to insolvency. The 

conditions for such a settlement include the requirement of confidentiality and an indivisibility 

clause and an adequate justification explaining why the settlement is essential for restructuring the 

enterprise. The agreement must be registered in the central insolvency register. Creditors 

participating in such an out of court amicable settlement shall not incur liability on the sole basis 

that the settlement is ultimately not successful. Such an agreement can be rendered enforceable by 

an approval of the court and therefore used in cross-border proceedings.  

3.6.2  Court proceedings  

Two main conditions apply. Article XX 39 of the Insolvency Code stipulates that if the continuity 

of the company is at risk, without necessarily heaving ceased paying its debt, a debtor may request 

a judicial reorganization, whereby the debtor’s business is reorganized under the supervision of a 

judge. The debtor does not have to prove the continuity of his business is at risk, a declaration may 

be sufficient. Furthermore, a judge may not reject the judicial reorganization request simply based 

on any allegedly wrongful acts: the absence of bad faith is not a condition stipulated in the 

Insolvency Code and may therefore not be decisive when granting permission However if the only 

reason for requesting the judicial reorganization is to become protected against creditors the 

judicial reorganization should not be granted because it would not be in accordance with article XX 

39 of the Insolvency Code, which provides that the judicial reorganization is meant to (partially) 

maintain the continuity of the company. According to the majority of the requests examined by 

judges it is confirmed that a judicial reorganization must be granted once the continuity of a 

company is threatened. However it must be noted that the submission of a petition to start a judicial 

reorganization procedure will no longer stop a scheduled public sale of movable and immovable 

goods seized under execution if the sale is scheduled to occur within two months of the filing of the 

petition unless the court decides otherwise on the application of the party initiating judicial 

reorganization proceedings. This is to avoid wasted costs of a sale where the filing of a petition is 

merely a procedural tactic to delay the process. 

The Insolvency Code makes a distinction between three types of judicial organization i.e. the 

judicial reorganization through (i) amicable settlement; (ii) a collective agreement; or (iii) a transfer 

under judicial supervision. The proceedings are very flexible and one can change from one type of 
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judicial reorganizations to another, or combine the different elements. The standard period of the 

stay is six months but can be exceptionally extended with another six months due to the size of the 

company and the complexity of the case and the continuation of the employment. However no 

extension is granted to a negligent debtor. Often third parties request the court for suspension of the 

period of the six months stay during which they have the right to ask for payment by the debtor. In 

principle, the judicial reorganization is a debtor in possession (DIP) proceeding. Upon the debtor’s 

request a corporate mediator can be appointed to advise him with the decisions to stabilize the 

company and to assist with the recovery. The debtor has the possibility to terminate onerous 

contracts, excluding employment contracts, in order to facilitate the restructuring process.  

The three types of judicial reorganizations: 

(i) The judicial reorganization through amicable settlement allows the debtor to come to an 

individual agreement with its creditors. If an agreement is reached, it is acknowledged by 

the court by means of a judgement. A consequence of the amicable settlement is that the 

creditors that were not party to the such a settlement shall not be bound by it, and once the 

judicial reorganization has been terminated they can execute their rights again. If the 

company opts for a collective agreement, every creditor would be bound by it and the 

execution by an individual creditor cannot threaten the continuity of the company, 

(ii) In a judicial reorganization through a collective agreement, the debtor has to draw up a 

reorganization proposal. Various measures are admissible, including rescheduling of 

debts, debt to equity swaps, write off of portion of the debts and interests up to a 

minimum of 20 % calculated on the principle amounts of the claims. The reorganization 

proposal is accepted on the condition that it has been approved by the majority of the 

creditors representing at least half of the value of the debt contained in the proposal, votes 

in favour at the creditors’ meeting. There are no classes of creditors’ meetings or a special 

bondholders’ regime, 

(iii) In a judicial reorganization through the transfer under judicial supervision, the 

commercial court orders, or at least supervises, the voluntary transfer of (a part of) the 

debtor’s business. The mandatory transfer takes place, under certain conditions, upon the 

request of the public prosecutor, a creditor or an interested third party, who wants to make 

an offer against normal market prices. Cherry picking of employees is admissible to the 

extent that is required for technical, economic and organizational reasons and it is not 

discriminatory vis- a- vis the protected employees. The transfer for the sole benefit of the 

shareholders is not admissible. The purchaser may offer to include one or more existing 

agreements in which case the purchaser shall be automatically substituted in the rights of 

the transferor without the approval of the contracting partners. The latter of course does 

not apply for contracts intuitu personae. 

3.7 HUNGARY 

Generally, there are several options for a creditor to enforce its claim against a debtor in lieu of 

such debtor voluntarily complying its obligations: 

(i) The creditor may initiate a payment warrant (“fizetési meghagyás”) procedure with a notary 



| ROAD MAP WITH ACTION PLAN FOR BANKRUPTCY SYSTEM REFORM 

 | 75 

 

public. If the debtor does not object within fifteen days, the order for payment becomes 

final and binding and can subsequently be enforced. The order for payment procedure has 

become the most common method of debt collection and is a relatively simple, quick and 

inexpensive procedure. This procedure is available for claims of up to HUF 30 million 

(approx. EUR 95.000). However, if the debtor objects to the order for payment, 

the procedure becomes litigious and this may result in a protracted lawsuit. 

(ii) A creditor may also file a lawsuit with the relevant court requesting that the court order the 

debtor to pay the debt. Such litigation procedure will be completed by the issuance of a 

final and binding court order that can subsequently be enforced. 

(iii) If the creditor’s claim has been incorporated in a notarial deed (which is a frequent practice 

amongst local banks) specifically setting forth, amongst others, (i) the amount owed, (ii) 

the legal title of the claim and (iii) the maturity date of the payment obligation, following 

the expiration of the maturity date set forth therein, the creditor is entitled to initiate 

an ‘expedited’ enforcement proceeding (“közvetlen végrehajtás”) based on such notarial 

document. This means that the creditor is not obliged to commence and conclude 

a preliminary lawsuit against the debtor and obtain a final and binding court order. 

(iv) In the case of secured debt, the creditor may also seek satisfaction from the enforcement 

of any security interest by way of court enforcement or an out-of-court enforcement. 

(v) Creditors may also file for the liquidation of the debtor. Liquidation proceedings 

(“felszámolási eljárás”) are of an exclusive nature, which means that during such 

proceedings no other parallel process to collect debts is possible against the same debtor.   

Liquidation proceedings are also of an ultimate nature, which means that generally, they 

result in the involuntary winding-up of the debtor and the liquidation of its assets. The 

debtor and its shareholders lose control over the assets and the entire proceeding is 

managed by a court-appointed liquidator (“felszámoló”), with the court exercising statutory 

supervision. 

(vi) In contrast to liquidation proceedings, a restructuring type (also known as moratorium) 

proceeding (“csődeljárás”) can only be initiated by a debtor against itself; creditors are not 

empowered to file for the restructuring of their debtor. In such restructuring proceeding, a 

debtor that is not yet insolvent but is having financial difficulties attempts to reach a 

settlement with its creditors on the financial restructuring of its debts and the reorganization 

of its operations during an automatically granted payment moratorium. The debtor and its 

shareholders remain in possession with the debtor’s operations supervised by a court-

appointed Bankruptcy Administrator (“vagyonfelügyelő”) and ultimately, by the court. 

3.8 REPUBLIC OF SLOVENIA 

Generally speaking, there are two types of insolvency proceedings provided for in the Slovenian 

Insolvency Act with regard to an insolvent company. The first is a bankruptcy proceeding, the 

purpose of which is typically management and sale of assets of the bankrupt debtor, division of 

proceeds (bankruptcy estate) to ordinary, priority and secured creditors of the insolvent company, 

payment of costs of the proceeding and finally winding up of the company. The Bankruptcy 

Administrator is appointed by the court and acts as manager and legal representative of the 
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bankrupt debtor. A creditors’ committee may be appointed to supervise the bankruptcy proceeding, 

which is also supervised by the court, all to the extent provided for in the Insolvency Act. 

The other form of insolvency proceedings is a compulsory settlement proceeding. The main 

difference is that compulsory settlement is a way to restructure the debt of the company without 

termination of the company as a legal entity. In compulsory settlement, a compulsory settlement 

administrator is appointed by the court (in case of creditors’ proposal for compulsory settlement the 

administrator may be appointed based on their proposal), but he or she does not take a role of 

manager of the company (the previous management of the company typically retains their role as 

management; however, their powers and the general business operations of the insolvent company 

are limited). 

Apart from the two above-mentioned types of insolvency procedures, the Insolvency Act, since 

2013, also provides for a procedure of precautionary restructuring. Such proceeding is intended for 

situations where it is likely that the debtor shall (in a period of one year) become insolvent. 

3.8.1 Competence and tasks of a court 

The district court has a competence to deal with insolvency proceedings. A single judge presides in 

insolvency proceedings. The Ljubljana Higher Court (Višje sodišče v Ljubljani) is territorially 

competent to decide appeals in all insolvency proceedings. 

3.8.2 Appointing an administrator and his powers 

The Bankruptcy Administrator exercises powers and performs tasks in insolvency proceedings, as 

set out by the law, in order to protect creditors’ interests. The Bankruptcy Administrator is 

appointed in compulsory settlement proceedings and bankruptcy proceedings. The Bankruptcy 

Administrator is appointed by a court by a Decision on opening insolvency proceedings. In 

compulsory settlement proceedings against large, medium or small companies, the court appoints 

an administrator by a special Decision the day after receiving a petition for opening proceedings.  

In compulsory settlement proceedings, the Bankruptcy Administrator supervises the business 

operations of the debtor. To this end, the insolvent debtor must provide all the information required 

for supervision and allow the inspection of its business records and documentation. In such 

proceedings, the legal capacity of the debtor is limited. After the opening of proceedings, the 

debtor may perform only regular (current) business related to its activities and to settling its 

obligations related to the business. After the opening of proceedings, the debtor may deal with its 

property only to the extent that is needed to conduct regular business and may not take loans or 

credits, give guarantees or sureties, or enter into a contract or perform any other act that would lead 

to unequal treatment of creditors or inhibit the implementation of the financial restructuring. After 

opening compulsory settlement proceedings, the debtor may, aside from regular contracts and 

subject to obtaining a court’s consent, sell property that is not needed for its business if the sale of 

the property is specified as a financial restructuring measure in the financial restructuring plan. The 

debtor may take loans or credits capped at the total value of liquid assets required for financing 

regular business operations and for covering the costs of compulsory settlement proceedings. The 

court decides whether to give its consent on the basis of the opinion of the administrator or the 
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creditors' committee. 

Once bankruptcy proceedings against a legal entity have been opened, the powers of the debtor’s 

representatives, a holder of procuration and other persons authorized to represent the debtor, as 

well as the powers of the management to manage the debtor’s business terminate. The Bankruptcy 

Administrator acquires the powers to manage the business of the insolvent debtor during 

bankruptcy proceedings in accordance with the needs of the proceedings and to represent the 

debtor in: 

 procedural and other legal acts related to verifying claims, and to separation and exclusion 

rights, 

 procedural and other legal acts to contest legal acts of the insolvent debtor, 

 legal contracts and other acts required to realise the bankruptcy estate, 

 realising a waiver and other rights acquired by the insolvent debtor as a legal consequence of 

opening bankruptcy proceedings, and 

 other legal transactions which the insolvent debtor may perform under the law. 

Once personal bankruptcy proceedings have been opened, the legal capacity of the debtor in 

bankruptcy is restricted by: 

 not being able to conclude contracts or perform other legal transactions or acts, which involve 

dealing with property included in the bankruptcy estate, and 

 not being able, without the consent of a court, to: 

 take loans or credit, or give guarantees, 

 open a bank account or another cash account, or 

 renounce succession or other proprietary rights. 

A legal transaction or other legal act of a debtor in bankruptcy which is contrary to these rules does 

not have legal effect except where the other contracting party did not know and could not have 

known that personal bankruptcy proceedings were open against the debtor when concluding the 

legal transaction or performing the legal act, the subject of which was the disposition of the 

debtor’s property included in the bankruptcy estate. As a rule, an evidence to the contrary is not 

permitted, the other contracting party is deemed to have known that personal bankruptcy 

proceedings were opened against the debtor, where the contract or any other legal transaction was 

concluded more than eight days after the publication of the notice of the opening of bankruptcy 

proceedings on the public webpages for publishing insolvency proceedings. 

In preventive restructuring proceedings, the Bankruptcy Administrator is not involved. The 

debtor’s legal capacity is not restricted in these proceedings. The Bankruptcy Administrator is also 

not involved in simplified compulsory settlement proceedings. 
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3.8.3 Licence for acting as Bankruptcy Administrator  

The function of an administrator may be performed only by a person holding a valid licence from 

the minister responsible for legal affairs for performing the function of administrator in insolvency 

and compulsory liquidation proceedings. 

3.9 REPUBLIC OF SERBIA 

Insolvency procedures: 

There are two types of insolvency proceeding regarding to an insolvent company. The first is the 

bankruptcy proceeding with purpose of management and sale of assets of the bankrupt debtor, 

division of proceeds (bankruptcy estate) to ordinary, priority and secured creditors of the insolvent 

company, payment of proceeding costs and finally winding up of the company. The bankruptcy 

administrator is appointed by the court and acts as manager and legal representative of the bankrupt 

debtor. A creditors’ committee is appointed to supervise the bankruptcy proceeding, which is also 

supervised by the court, all to the extent provided for in the Insolvency Act. 

Second type of insolvency proceeding is compulsory settlement proceeding. The main difference is 

that compulsory settlement is a way to restructure the debt of the company without termination of 

the company as a legal entity. In compulsory settlement, the Bankruptcy Administrator is appointed 

by the relevant court (in case bankruptcy administrator is not a proponent of reorganisation plan), 

but he or she does not take a role of manager of the company (the previous management of the 

company typically retains their role as management) and has only supervision role. 

Apart from the two above-mentioned types of insolvency procedure, also provides possibility of 

filling in Pre-packed Reorganisation plan and usually proponent is third party (owner, creditor, 

etc.). Such proceeding is intended for situations where it is likely that the debtor shall become 

insolvent.  

Competence and tasks of a court: 

The relevant district court has competence to deal with insolvency proceedings. Court judge 

presides in insolvency proceedings and court judge appoints the Bankruptcy Administrator for 

relevant district. The Appellate Commercial Court in Belgrade is territorially competent to decide 

appeals in all insolvency proceedings. 

Appointing an bankruptcy administrator and his powers 

The bankruptcy administrator exercises powers and performs tasks in insolvency proceedings, as 

set out by the law, in order to protect creditors’ interests. The Bankruptcy Administrator is 

appointed in compulsory settlement proceedings and in bankruptcy proceedings and his or her 

appointment is by a court’s Decision on opening insolvency proceedings through random selection 

from list of all active Bankruptcy Administrators.  

There are 3 types of compulsory settlement proceedings – rehabilitation (pure restructuring of the 

business), liquidation (liquidation of all assets, after which company continue to exist) and mix of 
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aforementioned. In order to perform compulsory settlement proceedings, reorganisation plan 

(document that defines conditions for settling obligations towards creditors prior to opening of 

bankruptcy proceeding) must be adopted. Depending on who files in reorganisation plan, role of 

the Bankruptcy Administrators is different. According to Law, reorganisation can be filled in by a 

bankruptcy administrator or by third party. In case when a bankruptcy administrator is a proponent, 

his or her role is to prepare reorganisation plan, which will be voted on hearing for adoption of it. 

On the other hand, when proponent is third party, the Bankruptcy Administrator supervises the 

business operations of the debtor. To this end, the insolvent debtor must provide all the information 

required for supervision and allow the inspection of its business records and documentation.  

After adoption of the reorganisation plan, the debtor continues operating and debts are settled 

according to defined measures in reorganisation plan. After opening compulsory settlement 

proceedings, the debtor may, aside from regular contracts and subject to obtaining a court’s 

consent, sell property that is not needed for its business if the sale of the property is specified as a 

defined measure in the reorganisation plan. The debtor may take loans or credits capped at the total 

value of liquid assets required for financing regular business operations and for covering the costs 

of compulsory settlement proceedings. The court decides whether to give its consent on the basis of 

the opinion of the bankruptcy administrator or the creditors' committee. 

Once bankruptcy proceedings against a legal entity have been opened, the powers of the debtor’s 

representatives, a holder of procuration and other persons authorised to represent the debtor, as 

well as the powers of the management to manage the debtor’s business terminates. The bankruptcy 

administrator acquires the powers to manage the business of the insolvent debtor during bankruptcy 

proceedings in accordance with the needs of the proceedings and to represent the debtor in: 

 procedural and other legal acts related to verifying claims, and to separation and exclusion 

rights, 

 procedural and other legal acts to contest legal acts of the insolvent debtor, 

 legal contracts and other acts required to realise the bankruptcy estate, 

 realising a waiver and other rights acquired by the insolvent debtor as a legal consequence of 

opening bankruptcy proceedings, and 

 other legal transactions which the insolvent debtor may perform under the law. 

In Pre-packed Reorganisation plan, bankruptcy administrator is involved only as an independent 

expert. As an independent expert appointed by a court judge, bankruptcy administrator challenges 

Pre-Packed Reorganisation Plan and proposed measures within. 
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License for acting as a bankruptcy administrator: 

The function of a bankruptcy administrator may be performed only by a person holding a valid 

license from the relevant ministry. 

4. Right to access to banking secrecy by the Bankruptcy Administrators: 

regulations, mechanism of Insolvency 

4.1 CZECH REPUBLIC 

Czech financial institutions are (free of charge) obliged to cooperate with the Bankruptcy 

Administrator and upon his request (i) provide the information about the debtor ś property and the 

information necessary to exercise the administration of the property, (ii) provide the documents and 

other things useful for the identification of the debtor ś property. Banks are especially obliged to 

provide the numbers of the debtor ś accounts, inform about the status of such accounts and their 

cash flow and the activity on the accounts, information about the debtor ś escrows and the 

bankbooks. 

The Bankruptcy Administrator has obligation to maintain confidentiality about the facts he/she 

learns during the performance of his/her duties. The confidentiality may be removed to the extent 

of the performance of such duty only by those whose interest it is in or by the insolvency court.  

4.2 RUSSIAN FEDERATION 

The Russian bankruptcy law provides that the bankruptcy administrator has a right to request the 

necessary information about the debtor, the persons who sit on the managerial bodies of the debtor, 

the controlling persons, their property (for instance property rights), contracting parties and the 

liabilities of the debtor from natural persons, legal entities, state bodies, the governing bodies of the 

state non-budget funds of the Russian Federation and local self-government bodies, including, inter 

alia, the information deemed official, commercial and banking secrecy. The information subject to 

banking secrecy may be obtained by the bankruptcy administrator by submitting the bankruptcy 

administrator’s request to the bank. 

4.3 REPUBLIC OF FRANCE 

In order to enable the legal entities involved in a court-ordered proceedings to collect all the 

information necessary to carry out their mission, French law allows the Bankruptcy Administrator 

(in the event of a safeguard or a court-ordered reorganization proceedings) or the liquidator (in the 

event of a court-ordered liquidation proceedings) to obtain information from various entities 

including banks about the debtor's economic, financial, social and financial situation (Articles 

L.622-6 and L.641-4 of the French Commercial Code). As such the bank secrecy is not applicable. 

If necessary, the administrator may (i) question the “national bank registry of the bank accounts” 

(‘Ficoba’) in order to know all the opened debtor's bank accounts, (ii) ask the banks for all the 

documents needed (for example, the company’s bank statements for the last 12 months).  
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4.4 ROMANIA 

The Insolvency Practitioner has unlimited access to the debtor’s bank accounts information for the 

purpose of performing the activities related to the insolvency/bankruptcy procedure, based on a 

written request indicating the legal basis and the purpose for the request for information, attaching 

to this request of information a copy of the court decision by which it was appointed as judicial 

receiver/bankruptcy administrator of the debtor. 

4.5 REPUBLIC OF POLAND 

The bankruptcy receiver notifies the banks and institutions which operate safe-deposit boxes for the 

bankrupt and/or store money and/or other movables for the bankrupt, about the declaration of 

bankruptcy. The notification is aimed at preventing the bankrupt from disposing of such amounts 

of money / other movables (putting the banks and institutions on notice that the bankrupt cannot 

dispose of them). 

Upon the publication of a decision on declaration of bankruptcy, the banks shall inform the 

bankruptcy judge if the bankrupt has any accounts and/ r safe deposit boxes open with them. 

Through the information from the banks obtained by the bankruptcy judge the bankruptcy receiver 

may learn about the banks in which the bankrupt keeps their accounts or safe-deposit boxes. 

As for the provisions on the banking secrecy themselves, they do not explicitly address the release 

of information subject to such secrecy to the bankruptcy receiver. However, I have not heard of a 

situation where the Bank would deny the bankruptcy receiver access to such information. This is 

most likely because the banks treat the bankruptcy receiver as being entitled to such information 

given his overall power and obligation to manage the bankruptcy estate in lieu of the debtor itself 

(its management board). 

4.6 KINGDOM OF BELGIUM 

A court appointed Insolvency Practitioner is authorized to manage the estate on behalf of the debtor 

and the creditors. In order to carry out its mission, as the legal representative of the debtor, the 

Insolvency Practitioner is allowed to obtain information from various entities including banks 

about the debtor's economic, financial, social and tax situation. As such the bank secrecy is not 

applicable. 

4.7 HUNGARY 

Both regarding the restructuring proceedings and the liquidation proceedings, the Banking Act 

includes the exemption of the banks from the provisions relating to bank secrecy towards the 

Bankruptcy Administrator/the liquidator (and also towards the court). Bankruptcy 

Administrators/liquidators usually request information in writing from the banks, which the given 

banks need to fulfil (after the verification of the given Bankruptcy Administrator’s/liquidator’s 

appointment and authorization). 
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4.8 REPUBLIC OF SLOVENIA 

In insolvency procedures there is no problem with banking secrecy. This is regulated by insolvency 

law where bank has to disclose all the information regarding its claim and the banks has to provide 

all supporting documents. 

A filing of a claim in insolvency proceedings shall contain: 

 a certain request for recognition of the claims in proceedings, 

 a description of the facts substantiating the request, and the relevant evidence. 

A request for recognition of claims shall contain: 

 the principal amount of the claim, 

 if the creditor in insolvency proceedings, in addition to the principal of the claim, exercises 

interest: the capitalised amount of any eventual interest calculated for the period as of the 

maturity of the claim up to the initiation of insolvency proceedings, 

 if the creditor in insolvency proceedings, in addition to the principal of the claim, exercises 

costs arising from the exercising of the claim in the judicial or other procedure prior to the 

initiation of insolvency proceedings: amounts of such costs, 

 if the creditor exercises the claim as preferential: a specific request that the claim shall be 

treated as preferential on distribution,  

 if the creditor exercises the claim as contingent: a specific description of circumstances, the 

occurrence of which means the accomplishment of a suspensive or a resolutory condition 

associated with the claim. 

4.9 REPUBLIC OF SERBIA 

In insolvency procedures, there is no problem with banking secrecy. This is regulated by the 

Insolvency law where bank has to disclose all the information regarding its claim and to provide all 

supporting documents. 

5. Assistance of state and non-state bodies in the creditor’s property 

disclosure: international best practice 

5.1 CZECH REPUBLIC 

The obligation to cooperate with the Bankruptcy Administrator is not only related to the financial 

institutions. Public authorities, in particular the Land Registry Offices, vehicle registration 

authorities and other administrative bodies such as notary offices, bailiffs, financial securities 

register, financial institutions, telecommunication services operators, postal services operators and 

other persons who deal with consignment shipment, publishers and carriage services, shall also 

provide the Bankruptcy Administrator with cooperation in the manner further described upon his or 

her written request and to do so without undue delay. 
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Bankruptcy Administrator can request data on the property of the debtor and any other information 

that is necessary for the performance of the administration. The authorities and other persons are 

obliged to provide data to the same extent as they would provide it directly to the debtor.  

The authorities and persons who has in their possession documents or other items that can be used 

to determine the debtor's assets shall release them or lend them to the Bankruptcy Administrator 

upon the request without undue delay. In case that public authorities are providing the requested 

information or documents, it is provided free of charge. In other cases, non-public authorities or 

persons have the right to reimbursement of related cash expenses. 

5.2 RUSSIAN FEDERATION 

The Russian bankruptcy law provides the bankruptcy administrators to obtain the necessary 

information from state and non-state bodies. Code of Administrative Offences of the Russian 

Federation provides the administrative liability of persons or entities that ignore the requests of the 

bankruptcy administrator. In practice, the state bodies in most cases timely respond to the requests 

of bankruptcy administrators, while the non-state bodies quite often ignore them. 

5.3 REPUBLIC OF FRANCE 

Under French law, the administrator may obtain information about the creditor’s property by 

checking several registers such as the register of the commercial court where the company has his 

head office, the hypothecs register for real estate and the register of the French national institute of 

industrial property. The property right of the creditor which is published over the asset is 

automatically recognized by the administrator.  

If the property right is not published, the creditor who is the owner of an asset in the hand of the 

debtor must ask the administrator his ownership within 3 months as from the publication of the 

opening judgment of the insolvency proceeding.  

5.4 ROMANIA 

The Insolvency Practitioner is entitled to request and receive from any state and non-state bodies 

information regarding the main headquarter of the debtor, its working units and any other locations 

where the debtor perform activity or has assets, any information regarding the management of the 

debtor, its assets and documents related to the debtor’s activity. Such information must be provided 

by the relevant state authorities without any costs. However, in practice some authorities (such as 

the Land Registry Office) provide this information to the Insolvency Practitioners only under 

payment of relevant fees.  

The Insolvency Practitioners’ request of information and assistance must be justified and backed by 

the court decision by which they were appointed as a judicial receiver/bankruptcy administrator of 

the debtor. Also, upon request of the Insolvency Practitioner, the law enforcement authorities must 

assist the Insolvency Practitioner in the performance of its duties under the law or set by the syndic 

judge. 
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5.5 REPUBLIC OF POLAND 

The bankruptcy receiver may request government administration (such as the Council of Ministers, 

the Prime Minister and the ministers, the Police, the State Fire Services, the tax offices, the tax 

inspectors offices and the other agencies, commissions or boards) and local government authorities 

(such as the Commune Council, the County Council, the Mayor) to provide the required 

information concerning bankrupt debtor's assets. 

This mechanism significantly facilitates the bankruptcy receiver to determine the assets included in 

the bankruptcy estate. The bankruptcy receiver may for example submit an inquiry to the Land 

Registry Department (whether the bankrupt is or has been the owner of real estate in the last 5 

years), or Communications Department (whether there are any vehicles registered in the bankrupt’s 

name). 

Apart from that the bankrupt debtor is obliged to both hand over all its assets and documentation to 

the bankruptcy receiver and to provide the bankruptcy receiver and the bankruptcy judge with any 

and all necessary explanations concerning its assets. Debtors (the members of their management 

boards) failing to comply with any of these obligations in general are subject to criminal liability.  

5.6 KINGDOM OF BELGIUM 

The insolvency practitioner has access to several registers with regard to debtor such as: 

(a) the register of the commercial court where the company has his head office, 

(b) online Central Balance Sheet Office of the NBB, 

(c) online KBO register, 

(d) online UBO register, 

(e) the mortgage register, 

(f) the land register, 

(g) the online pledge register, 

(h) the online register of attachments, 

(i) the central corporate credit register with the NBB, 

(j) the regional environmental registers (OVAM, etc..), 

(k) online DIMONA and LIMOSA registers with the National Social Security Office, 

providing for the employee register, 

(l) Registers on Domaine names and Patents. Register with the Data Protection Authority, 

and 

(m) Registers on Domaine names and Patents.  
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5.7 HUNGARY 

5.7.1 Restructuring proceedings (“csődeljárás”) 

Given that the restructuring proceeding aims at the settlement of the debtor and its creditors and the 

main purpose is not the liquidation of the debtor’s assets, the Bankruptcy Administrator does not 

have specific rights to reveal the assets of the debtor and to request information from the public 

registries.  

Account holder banks need to be notified by the debtor upon the filing for restructuring and as of 

such notification, the account holder banks need to refrain from any actions which would 

jeopardize the restructuring.  

Bankruptcy Administrators need to approve any payment to be made by the debtor during the 

moratorium. Therefore, in practice, there should be sufficient co-operation between the Bankruptcy 

Administrators and the account holder banks, otherwise the operations of the debtor can face 

difficulties. 

5.7.2 Liquidation proceedings (“felszámolási eljárás”) 

In order to reveal the necessary information regarding the debtor’s assets, the liquidator is to 

request information from the public registries. Such registries have a statutory obligation to co-

operate with the liquidator and provide the requested information within 15 days, without imposing 

any stamp duty for the enquiries.  

The liquidator is entitled by the Bankruptcy Code to enter any of the debtor’s premises and search 

and inspect any of the debtor’s assets. The debtor must comply with the liquidator’s request for 

opening any locked rooms and areas, objects (furniture and other property of the like) without 

delay, and is to provide the requested information about its assets. 

Executive officers of the debtor have a particular co-operation obligation towards the liquidator. 

Should the executive officer fail to comply with such obligations, he/she may be subject to a fine 

and/or a specific liability regime against its personal assets. 

5.8 REPUBLIC OF SLOVENIA 

In Slovenia, more or less, all the registers are available to general public, but the Bankruptcy 

Administrator can ask court for help especially in personal bankruptcy procedures. 

5.9 REPUBLIC OF SERBIA 

In Serbia, more or less all registers are available to general public, but the Bankruptcy 

Administrator can ask court judge for help in case of having some issues with obtaining certain 

documents. 

 

 


