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Law In Books Versus Law In Action:
Shenzhen Personal Bankruptcy Regime
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Law in Books — Access

* no mandatory negotiation

* open to all Shenzhen debtors
(consumers/entrepreneurs)
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Law in Books — Procedures

Liquidation-and-Discharge ;5 &

» 3-year “discharge
Inspection” period

e minimum Sstandard income

 behavior restrictions

Reorganization E* Settlement FOfZ

» Predictable income * All creditors must agree
 Payment plan < 5 years

» Creditors vote to accept
- majority + 2/3 claims
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Law 1n Action - Access

Restricted
Access

First year Second year
* 1031 applications ¢ 1500 interviews
* 594 Interviews e 734 applications
« 25 cases opened °* 73 cases opened
(2.5%) (<10%)

cf. Poland 2009
* 1000+ petitions

* 14 admitted

Secret Barriers

* Business failure only

* Liquidation as
“backup” only —
100% principal
payment offer
required
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Law in Action — Case Types

Year One Cases Year Two Cases
(of 25 admitted) (of 73 admitted)

B liquidation GEH .
E 0ot M reorganization (E%)

M reorganization (E %) liquidation GE&)

m settlement (FOf#) W settlement (F1f%)
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Law in Action — Liquidation

* One underway (expected completion Nov. 2025), 1 under review

e Single mother

* NO assets

—_-_-

* irregular income = 5000/month; 3787.50 exempt -~ .
(487.50 support for mother, 1100 half of daughter’s support‘ 2200 self) '

I

¢ 1200 remainder/mo, 36 mos = 43,000 on 1.35 m debt = 3.2% d1v1d'e"ﬁd

» Behawvior restrictions
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Law in Action — Settlement

* 7 0f 25 () — 5 successful, 2 failed — none (of 73 cases) in year 2

» 2 = single creditor; 2 = maybe single creditor; 1 = full principal, 54 mos

* Retired teacher, 2009

* Biz loan guarantee
deficiency just under 1 m

* One-time payment:
47,000 social security balance
4800 one month pension payment

= 52,000 (Just over 5% of claim)
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Law in Action — Reorganization

 at filing or after conversion: 89 of 98 total cases in first 2 years

« two-thirds “success” with confirmed payment plans

» All confirmed plans promise 100% principal (penalties/% waived)

* almost all over maximum 60 months

» requiring
(1) hopeless insolvency for standard liquidation or
(2) 100% principal payment for reorganization plan
# best practice personal bankruptcy
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Uzbekistan & Kazakhstan 2023

* Russia (2015) - "O mecocrosreapHOCTU (0aHKpPOTCTBE)"

- open access
- standard compromise, reasonable sacrifice (6 months’ income)
- broad discharge

« Uzbekistan — followed Russian model
- iIncome exemption problematic (50%, not standard allowance)

« Kazakhstan — serious deviations; serious problems
- no debt payment for 12 months
- mandatory pre-filing negotiation with banks
- formal appraisal of “each item” of obviously worthless property
- small protected budget ($300/month), 5-year court-imposed plan
- denial of discharge — entrepreneurs excluded
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