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DISCLAIMER 
 

 
This document was produced by the SME Support Programme (SSP) – a 
private sector development programmed with the overall objective of supporting 
the development of the Syrian economy through direct assistance to the Syrian 
private sector.  
 
The European Commission funds the SSP based on the financing agreement 
signed between the European Community and the Syrian Arab Republic, 
ref.:MED/2005/17542.  
 
The SME Support Programme (SSP) is hosted and implemented by the 
National Institution; Syrian Enterprise and Business Centre (SEBC) in close 
collaboration with the Ministry of Economy and Trade under a Service Contract 
for European Community External Actions identification number 
EuropeAid/122282/C/SV/SY with GOPA.  
 
The content of this document is the sole responsibility of the author and can in 
no way be taken to reflect the views of the European Community nor SEBC or 
the Syrian Government. The document's recommendations do not entail any 
legal commitment on the part of the European Commission or the SEBC/SSP.  
 
The company/client/reader accepts that this service is without warranty of any 
kind, explicit or implied. The company/client/reader assumes all risks related to 
the use of information provided to him or her. In no event is SEBC/SSP liable 
for any damages resulting from use or misuse of the information provided.    
 
The content of this report may be fully or partially reproduced provided that the 
source is acknowledged.  
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Assignment: Entity Insolvency, Bankruptcy & Liquidation 
 
 

1. Background: 
 

Syrian Enterprise Business Centre (SEBC) and the SME Support Programme (SSP) 
have initiated this assignment under the heading of Upgrading Financial Statements, 
Business Plans, and Loan Applications in order to increase the access to finance for 
Syrian SMEs. 
 
The assignment Entity Insolvency, Bankruptcy, Liquidation should be seen in this light 
as being relevant in the context of the overall support to the SME development 
programme in Syria. 
 
Effective insolvency and creditor rights systems are an important element of a stable 
financial system and it is important that there is an effective legal framework for 
insolvent business entities. Creditors and investors would be more confident to provide 
credit / funds if the legal frameworks are fair and timely. Credit delivery depends on 
access to accurate information on credit risks and by a predictable legal mechanism for 
debt enforcement. 
 
The Global objectives: 

 
The global objectives for the assignment are to increase the amount of credit and 
funding that will be available for SMEs and will encourage the entrepreneurial SME to 
undertake viable project risks. 
 
The specific objectives: 

 
The specific objectives according the Terms of Reference are; 
 

 To review the existing insolvency, bankruptcy and liquidation legal framework 
 

 To understand whether, or not, there is more than one legal framework (i.e. for 
several Ministries) 

 

 To assess the various options that would be suitable for Syria and to discuss 
such options with the stakeholder parties. 

 

 To prepare a legal framework for insolvent business entities and outline 
procedures for implementing the bankruptcy and / or the liquidation of the entity. 
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2.  Reviewing the existing insolvency, bankruptcy and 
liquidation framework 
 
 
 
2.1 Working method. 
 
Principles and Guidelines for Effective Insolvency and Creditor Rights Systems. 

 
The existing Syrian insolvency law has been compared to the best international 
practises expressed by the Principles and Guidelines developed by international 
organisations. Papers on this topic have been Principles and Guidelines for Effective 
Insolvency and Creditors Rights Systems prepared by The World Bank in collaboration 
with the African Development Bank, Asian Development Bank, European Bank for 
Reconstruction and Development, Inter-American Development Bank, United Nations 
Commission on International Trade Law (UNCITRAL), INSOL (International Federation 
of Insolvency Professionals) and the International Bar Association. 
 
These papers are not a model law but a concentrate of international practises to be 
used as a guide for system reform and for benchmarking in developing countries. A 
model law is not the solution, because an efficient system should respond to national 
needs and problems and as such respect the countries cultural, economic, legal and 
social issues. 
 
The World Bank used the Principles and Guidelines for country assessments in 
connection with a program to develop Reports on the Observance of Standards and 
Codes (ROSC) that used a common template based on the principles.  
 
The World Bank has established a database for insolvency entitled the Global 
Insolvency Law Database (GILD) 
 
The only available overview of relevant legislation in neighbouring Middle East 
Countries is that of Egypt 
 
Annex 1:  GILD – Insolvency Initiative 
 
Annex 2: GILD -ROSC Assessment 

 
Annex 3:  GILD Egypt Insolvency overview 

 
   
2. 2 other activities 

 
During 2007 the World Bank, INSOL, and OECD established a Task Force on 
Insolvency and Creditor Rights Systems. This Task Force will develop a MENA (Middle 
East North Africa) Policy based on an individual country analysis of the Legal 
Framework for Insolvency and Creditor Rights along with recommendations and policy 
options for consideration by the MENA policy makers.  
 
The Task Force will consists of experts and officials from MENA countries, the World 
Bank, INSOL, OECD, PWc and will include representatives of MENA government 
agencies, banks, regulators, the financial sector and insolvency professionals. The 
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Task Force aims to conduct an assessment of country level insolvency and creditor 
rights systems in the MENA region, and will propose recommendations on improving 
the systems and making them more effective. 
 
Annex 4: GILD-ICR Events 2007 

 
 
2.3 Assessment / reviewing questionnaire 

 
A questionnaire has been designed on the basics of the Principles and Guidelines. The 
questions tested the degree of compliance between the principles and the actual frame 
for insolvency law.  
 
Each question should be evaluated using the following criteria; substantial compliance, 
compliance with reservations, doubtful compliance, no compliance and not applicable. 
The total score would indicate a rating of high, medium, or low compliance. 
 
 
Annex 6: Questionnaire 

 
Annex 7: Reply on questionnaire from the assignment lawyer. 

 
 
 
2.4 Current legislation in Syria. 

 
Currently the entity Insolvency, Bankruptcy, Liquidation is regulated by the following 
legislation; 
 

 Commercial Law: Law no 23 issued December 2007 and effective from 1.April 2008, 
Book no.4 Chapter One  

 

 Preventive Conciliation Article 413 – 442 
 

 Chapter Two-Six Bankruptcy Article 443 – 662 
.  

 Corporate Law: Law no. 3 of 2008. Chapter 1, Article 18 -28: Company Dissolution 
& Liquidation   

 
 
 
2.5 Compliance 
 

Based on the assessment, the Syrian rating would be medium compliance. This is 
based on the remarks, that stakeholders (bankers, lawyers, and accountants) indicated 
that the market has a lack of experience in the formal insolvency procedures and for 
this reason, it is difficult to assess the real weaknesses in the system. 
 
The general remarks are that the system is slow. 
 
The assessment shows that an intended revision of the legal frame for insolvency 
should contain the following 
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 A set of regulations covering pre-bankruptcy transactions and prevent the 
premature dismemberment of debtor’s assets by individual creditors 

 

 A longer interim protection  period to provide more time for the reorganization 
process 

 

 The possibility to establish new credit worthiness for the insolvent estate by 
giving priority for credit established with acceptance of the liquidator 

 

 An efficient system would demand a revision of the court organisation by 
establishing special bankruptcy courts or commercial courts 

 
Stakeholders agree on the need for court reform, but underline that the number of 
bankruptcy cases are not sufficient to justify a special court.  Also  the Syrian court 
system is based on the old French juridical. Therefore a change of the system would 
require a reform of the previous French system. 
 
In comparison the Egypt bankruptcy courts are based on English traditions. 
 
 
2.6 Legal framework for corporate insolvency. 
 
Effective insolvency systems should aim to: 
 

 Integrate with a country’s legal and commercial systems. 

 Maximize the value of a firm’s assets by providing an option to reorganize. 

 Strike a careful balance between liquidation and reorganization. 

 Provide for equitable treatment of similarly ranked creditors, including similar 
equitable treatment of foreign and domestic creditors. 

 Provide for timely, efficient and impartial resolution of insolvencies. 

 Prevent the premature dismemberment of the debtor’s assets by individual 
creditors. 

 Provide a transparent procedure that contains incentives for gathering and 
dispensing information. 

 Reorganize existing creditor rights and respect the priority of claims with a 
predicable and established process. 

 Establish a framework for cross-border insolvencies, with recognition of foreign 
proceedings. 

 
 

3.  Understand whether, or not, there is more than one legal 
framework (i.e for several Ministries) 

 
With the aim of understanding the legal framework behind the reconstructing of some 
business entities that are not using the formal procedure, we organized meetings with 
the following; 
 

Mr.Abd Al Kajer Husaria of, Ernest & Young. 
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The information was that he has been the auditor to the firms. However this is 
not the case, he has only been a member of the reconstructing committee set 
up by the government. 
 
Mr. Basher Hazzaa, Ministry of Economy and Trade. 
 
His department has been responsible for the administration of the 
Reconstructions. 

 
A report, prepared by the business JLSTE, from the meeting with Mr. Hassaa is 
enclosed at  
Annex 8.  
 
 
The conclusions are: 
 

 None of the three entities had been in formal bankruptcy 
 

 The reason for the involvement from the government has been the specific 
financial funding model of these entities that is close to banking activities. The 
companies in question were taking in deposits from the public in order to fund 
the business and without the regulatory control that applies to a financial 
institution. 

  

 A committee was set up by the government with the responsibility to manage 
the reconstruction 

 

 The procedures have been identical for the three entities  
 
The reconstructions have been informal ie outside the law and outside the court. So we 
can conclude that they are not relevant to an examination of the insolvency legislation 
which is to be found in one legal framework that is contained within the commercial and 
company law. 
 
 

4. Assess the various options that would be suitable for Syria 
and to discuss such options with the stakeholder parties 
 
An effective insolvency and creditor rights systems is considered to be crucial for 
financial stability. The national fiscal system is on one side a system responding to 
domestic needs and on the other side the national system should be able to work with 
systems of the trading partners. 
Neither the economy nor the legal systems can be isolated from that of neighbouring 
countries.   
 
Insolvency and creditor rights should reflect these realities. 
  
The basis for identifying the option that would be suitable for Syria would be the 
template prepared for ROSC Assessments to be found as annex 2 to this report. 
 
The template divides the area of evaluating the Insolvency and Creditor rights into four 
sections: 
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 Legal framework (insolvency) 

 Institutional framework 

 Creditor Rights 

 Informal Corporate work-outs (Reconstruction) 
 
 
4.1 Legal framework for insolvency 
 
The two issues have been included in the process of posing a number of questions that 
are based on principles and policies as compared with the actual legal framework for 
insolvency in Syria. These are; 
 
  

a) addressing the principles and policies necessary to develop an insolvency law  
 
b) and integrating such insolvency law with the commercial framework 

 
 
Where an enterprise is not viable, the law should support efficient liquidation to 
maximize recoveries for the benefit of creditors. 
 
Where an enterprise is viable and is qualified for reconstruction then its assets are 
often more valuable than in a liquidation.  
 
 
  
4.2 Institutional framework 
Bankruptcy cases should be overseen and managed by an independent court or 
competent authority and assigned to judges with specialized bankruptcy expertise. 
 
It would be preferable to create a specialized bankruptcy court so that the courts are 
central to an effective and fair insolvency process. A well functioning and predictable 
insolvency court is the basis for the quick disposition of insolvency cases, preserving 
assets and maximizing their value. 
 
The institutional framework also provides incentives for the parties to attempt out-of-
court workouts before seeking for the formal (legal) bankruptcy procedure.  
 
 
 
4.3 Creditor rights 
 
Legal framework for creditor’s rights should be supported by procedures that provide 
efficient, transparent and reliable methods for recovering debts. 
 
This includes the realisation of immovable assets, movable assets, current assets 
(debtors and inventories) and other amounts owed to the debtor. 
 
An efficient system for enforcing debt claims is necessary for a functioning credit 
system, especially for unsecured credit. The creditor’s ability to take possession of a 
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debtor’s property and to sell it to satisfy the debt is the simplest and most effective 
means of ensuring payment, more effective than insolvency proceeding. 
 
The legal framework for secured lending should provide for the creation and 
enforcement of security interests in all types of assets. The law should include all 
debtors’ obligations to a creditor and should provide for effective notice and registration 
rules for all types of property and clear rules for priority over the same assets.  
 

 
4.5 Informal Corporate work-outs, Reconstruction  
 
The principle of a country’s financial sector should promote the development of a code 
of conduct on an informal out-of-court process for dealing with cases of corporate 
financial difficulty in which banks and other financial institutions have a significant 
exposure. 
 
This is especially the case in markets where enterprise insolvency has reached 
systemic levels. An informal process may result in a formal rescue that should be able 
to quickly process a packaged plan resulting from the informal process. In such cases 
the formal process may be more effective since it enables creditors and debtors to use 
informal techniques.  
 
Also the informal techniques are useful when there is a need for something more 
flexible than the process available under formal regimes. Many cases of corporate 
financial difficulty require an earlier and more active response from creditors, which is 
normally not possible under formal procedures. 
 
The informal procedure provides a better environment for market negotiation between 
creditors and debtors and among creditors themselves.  
 
However according to international practices an informal workout would not be 
attempted unless a number of conditions are present: 
 

 A significant amount of the total debt is owed to a number of bank or financial 
institution creditors. 

  

 The inability of the debtor to service that debt. 
 

 An attitude that it may be preferable to negotiate an informal arrangement for 
the financial difficulties of the debtor. 

 

 The availability of refinancing, security and other commercial techniques that 
might be used to restructure the debt. 

 

 The sanction that if the negotiation process cannot be started, or consistently 
breaks down, there can be swift and effective change of the insolvency law. 

 

 The prospect that there may be greater benefit for all parties via  the negotiation 
process rather than by immediately recourse to the (formal) bankruptcy 
procedure. 
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 The debtor does not need relief from trade credit or  does not need to use the  
formal insolvency 

 

 Favourable or neutral tax treatment for successful reconstruction cases. 
 
 

The most important condition is the presence of the sanction of the insolvency law.  
 
In many cases the informal work-out process might not succeed were it not for the 
option of the formal insolvency process. 
 
Also essential to reach a consensual agreement are access to complete, accurate 
information on the debtor’s business including general financial position and assets and 
liabilities.  
 
 
4.6 Option for Syria 

 
The option for Syria would be to evaluate the strength of the insolvency and creditor 
rights system in relation to the Principles and Guidelines for Effective Insolvency and 
Creditor Rights Systems. 
 
As mentioned in the beginning of this report the World Bank in December 2007 has set 
up a Task Force  with the aim to conduct an assessment of Country Level Insolvency 
and creditor Rights systems in the MENA region and will propose recommendations on 
improving systems and making them more effective. The assessment will be based on 
the methodology of the World Bank’s ROSC and its Principles on Effective Insolvency 
and Creditor Rights System. 
 
 
 
An option could be to await the conclusions from the task force on the Syrian 
framework. However the task force would only propose recommendations for improving 
the existing structures.  
The hard work of implementing the recommendations will remain to be done by Syrian 
working groups. 
 
In this light the most rational option would be to organize working groups beforehand 
and in the process communicate to the Task Force. (We have not been able to identify 
who is representing Syria in this Task Force). 
 
It would be necessary to establish working groups in each area, or a sub-committee 
with overall responsibility for the working groups, this to include the participation of 
stakeholders and close contact to the normal law process. 
 
The stakeholders sub committee is to be responsible for the process suitably 
appropriately supported by experts. The workgroups should have the necessary 
political support.  
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4.7 Work groups 
 

a) The work group for the legal framework for insolvency should have priority because 
the legislation is in place, but it is not supporting the reconstruction procedure probably. 
The assessment indicates that the legislation would need some revision with the aim to 
be able to support the reconstruction process. And to be effective shadow legislation as 
background for informal work-outs and corporate governance.  
 
b) The work group for institutional framework should prepare a specific bankruptcy 
court system and clarify whether the system could be in force without a general change 
of the traditional judiciary (ie the French judiciary traditions.) 
 
c) A workgroup, also related to the institutional framework, should prepare the 
establishment of an association of bankruptcy trustees. The association should licence 
the trustee, supervise the activity of the trustee, establish the education for the trustees 
and deal with any disciplinary matters. 
 
d) A work group should asses and evaluate the area of creditor rights, secured as well 

as unsecured,  
 
The workgroup should examine the status of the entire system of creditor rights in 
Syria, to make sure that the systems for enforcement are in place, are transparent, 
predictable and workable within the insolvency system.  It is important to understand 
that if the basic rules are not supporting the creditor rights the investment and funding 
necessary to support the economic development will not be forthcoming. 
 
 
e) A work group for informal procedures should 
 

 Prepare an assessment of the readiness of the business environment to be 
able to encourage the parties to restore an enterprise to financial viability. 

 

 Develop new financial possibilities and prepare a code of conduct in co-
oporation with the financial sector.  

 

 It is not possible to regulate the detail of reconstructions by legislation.  
 
 
4.8 Stakeholder discussion 
 

This assignment has been carried out during the Holy Month of Ramadan. This has 
presented challenges and in some cases restricted access to some key stakeholders. 
In some cases  the stakeholder views expressed were personal rather than 
institutional. 
 
Notwithstanding the above we have had meetings with: 
 

 Industrial Bank of Syria 

 Ernest &Young 

 Damascus Bar Association 

 Ministry of Economy and Trade 
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The general opinion was that the legal framework for insolvency is, by tradition not 
being used.  
The bank underlined, that they never used the bankruptcy code as a solution and 
would always try to conclude the case in agreement with debtor. 
 
The Bar Association expressed the view that they in connection with latest 
amendments to the Commercial Law have carried out some research in neighbouring 
countries of Egypt, Jordan and Lebanon. They have only been able to put forward a 
few remarks due to a lack of experience with the Syrian insolvency system.  
 
In general the system is considered slow and one expressed opinion was, that the 
bankruptcy agents are not always reliable. 
 
In developed economies the insolvency system is a natural part of the economic 
system that  aims to close down nonviable businesses and transfer the values to viable 
business. 
 
It is possible that bankruptcy in Syrian business society is regarded a personal shame 
which should be avoided. This is underlined by Article 453 in the Commercial Law. 
Whilst this is true in developed economies the negative stigma associated with 
insolvency is gradually being replaced with an acceptance that corporate insolvency 
can be caused by many factors some of which do not reflect negatively on the 
management of the entity. 
 
Article 453 

The political rights of the bankrupt are foregone by the declaration of his bankruptcy. 
He is not permitted to run for election or to be elected to any professional or political 
council or to perform a public job or task. 
 
A potential conclusion is that Syria needs fundamental changes of attitude towards the 
insolvency system more than it needs new legislation.  
 
  

5.  Prepare a legal framework for insolvent business entities 
and outline procedures for implementing the bankruptcy and / 
or the liquidation of the entity 
 
 
5.1 Legal framework   

 
The legal framework for insolvent business entities is in place with the Corporate Law: 
Law No. 3 of 2008 combined with Commercial Law. Law No.23 of April 2008. 
 
The Corporate Law regulates the general rules for liquidation of entities both solvent 
and  insolvent for as long as the parties agree. The entity can swiftly be transferred 
from liquidation procedure into the bankruptcy procedure in which case the regulation 
would be Commercial Law Book 4 (including Chapter 6: Special provisions of 
company’s bankruptcy.) 
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5.2 Liquidation of the entity 

 
The regulations for company liquidation are included in the Corporate Law. Law No. 3 
of 2008. 
The law is in the following is presented as a review. For this reason the exact wording 
of the articles are not used and in some cases incomplete. 
 
Companies set up in Syria may take one of the following legal forms: 
 

 Joint liability 

 Limited partnership 

 Particular partnership 

 Limited liability 

 Stock company 
 
All types of companies are covered by law, with the exception of “particular 
partnership” entities that are in existence for one specific event. 
 
Other companies enjoy the status of a legal entity upon the announcement of their 
registration. This results in the liability of the shareholders to be limited to the amount 
subscribed for share capital.  
 
The Court of First Instance located in the jurisdiction area of the company ’s domicile 
shall be considered the competent court for solutions related to the companies 
activities.  
 
 
5.3 Article 18: Company Dissolution & Liquidation 

 
A company shall be dissolved in any of the following situations: 
 

i. Expiry of the company term 
ii. Completion of the project which is the sole purpose of the company . 
iii. Partners’ agreement to dissolve the company 
iv. Declaration of bankruptcy *  
v. Company dissolution through a judicial ruling 
vi. Merge with another company 
vii  Reduced number of company partners to below the minimum required by 

the Law, and failure to correct the situation within six months from the date 
of the warning that was served by the Ministry 

 
*Commercial Law Book 4 Chapter 6: Special provision of company’s bankruptcy to be 
applied as well as the general provision for bankruptcy. 
 
 
5.4 Article 19: Company Liquidation. 
 

Once dissolved; the Company will be into the liquidation process, and shall maintain its 
juristic status throughout the liquidation process. 
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Article 20: Appointment of Receiver 

The receiver shall be appointed by majority of partners or the General Assembly or 
through the court that ordered the company dissolution. 
 
Article 21: Official announcement of company liquidation 

 
The receiver must publicly announce the company liquidation with the Commercial 
Registry within 3 days from the date of the decision. The Registrar shall publish the 
company liquidation notice in the official gazette and two daily newspapers for two 
days, all to be within one week from date of decision. 
 
For a joint stock company the receiver must inform the Securities Commission within 
three days of the liquidation decision. 
 
Article 22: Activities of company management under liquidation 

 
The company under liquidation shall cease any new business activities from the day of 
liquidation registration notice. 
. 
The receiver shall represent the company and may call the partners or General 
Assembly to a meeting. 
 
The accounts auditor of a  limited liability and stock company shall, through the 
liquidation period, continue to carry out the duties. Another chartered accountant could 
be appointed by the Court to monitor the liquidation process.   
 
 
Article 25: Partners/stockholders’ entitlement to liquidation 
 

The company funds, assets and rights shall be used to settle obligations in the 
following order of priority 
 

1. Liquidation expenses and receivers’ fees 
2. Payments due by the company to the Treasury 
3. Payments due to company employees 
4. Debts incurred by the company from secured lenders. 
5. Debts incurred by the company from unsecured creditors. 
6. Loan offered by the partners other than their shares. 
7. Share capital 

 
With regard to all commercial companies, all claims lodged by company creditors will 
be after a period of 5 years five years has elapsed after the dissolution of the company. 
 
 
 
5.5 Bankruptcy of the entity. 
 
The Commercial Law Book four:  Preventive Conciliation and Bankruptcy. 
 
Article 413 
 
Every merchant has the right to request the civil court in the area of his main business 
location to call his creditors together for him to offer them a preventive conciliation 
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settlement of bankruptcy before his cessation of payment or within ten days of that 
cessation. 
 
Chapter two: Bankruptcy 
 
Article 443 

With consideration to application the laws of the previous part, every merchant who 
stops settling his commercial debts and every merchant who does not support his 
financial obligations (other than by means that are obviously illegal) is considered to be 
bankrupt. 
 
 
Chapter six: Special provisions of company’s bankruptcy 
 
Article 605 
 

Aside from the provisions stated in the previous section the companies should follow 
the following provisions: 
 
Article 606 
 

1. All commercial companies except for simple partnership are permitted to obtain 
preventive conciliation and can declare bankruptcy. 

 
2. Bankruptcy can be declared even if the entity is in liquidation. 

  
3. These laws apply to companies that are sentenced to invalidation as long s the 

company  actually continues working. 
 
 
Article 607 
 

1. The request of preventive conciliation or the declaration that aims to grant a 
decision of bankruptcy shall contain the signature of the partner or partners who 
have the right to sign on behalf of the company. This shall apply if it is a joint 
liability company or a partnership. The request shall be signed by the signature 
of the manager or board member who performs his duties based on the 
decision of the board even if it is an anonymous company or limited liability 
company. 

 
2. If the company is in liquidation, the liquidator shall present the mentioned 

declaration. 
 

3. The request or declaration is filed at the court registry where the company’s 
head office of business is located. 

 
 
Article 608 

 
1. All parties in joint liability companies and joint partners in partnership 

companies shall perform all that the declaration requests according to this law 
within twenty days of the company’s stopping of payments. 
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2. The court must declare in the same decision the bankruptcy of the company 
and the bankruptcy partners jointly. 

 
3. The Court can assign a delegated judge and an agent (or agents) whose duties 

include all bankruptcies and groups of creditors even if these bankruptcies are 
separated from each other, and the creditor’s groups contain different people 

 
Article 609 

 
The bankruptcy agent in all companies has the right to force the partners to complete 
settling their capital even before the due date mentioned in the company’s 
memorandum of association 
 
 
 
Article 610 

 
If the company is fraudulently bankrupt, it is permitted when necessary to file a lawsuit 
for the criminal actions against the manager and the joint partners in the joint liability 
company and partnership and against the board members and executive manager or 
managers’ of the limited liability companies. 
 
 

8. Completed Work 
 
The existing insolvency, bankruptcy and liquidation legal framework has been reviewed 
by testing the contents of the framework against a number of questions about that 
which is considered to be best practice. 
 
The method is in line with the evaluation procedure used by the World Bank. The 
answers indicate that Syria has a medium rate of compliance. There is the potential to 
improve the level of compliance in several areas.  This is specifically with regard to that 
of supporting reconstructions. However important legal amendments have been 
enacted during 2008. There is a need to observe these amendments in operation. 
 
However efficient is the legislation will be dependent on how it is in line with national 
practises, traditions, culture and economy.  
 
In the Syrian system tradition favours avoiding bankruptcy and the existing legal 
bankruptcy framework is not used. 
 
It has been established that there is not more than one legal framework for insolvency, 
bankruptcy and liquidation. (see para 3, page 5) The three cases that had raised doubt 
about this conclusion   have not been in a bankruptcy situation, and the reconstruction 
procedure had been organized as informal outside of legal procedures 
 
The option for Syria within the landscape of benchmark in Reports on the Observance 
of Standards and Codes (ROSCs) has been described. 
 
The legal framework for insolvent business entities and the implementing of the 
bankruptcy / liquidation of entity has been described. 
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8 Further Requirements 
 
 

Additional assignments in the context of establishing suitable insolvency, bankruptcy 
and liquidation that would support further investment and funding in the SME economy 
could be: 
 

 Provide a broader range of reconstruction potential and develop a new 
financial model with the aim to support informal corporate work-outs and 
reconstruction 

 

 Enhance the nature and the timescale of the existing system for enforcing debt 
claims and the legal framework to ensure compatibility with the insolvency 
legislations. 

 

 Strengthening the insolvency procedure and the institutional framework 
(commercial and insolvency courts). 

 

 Disseminate and de-stigmatise the insolvency system as being a natural part 
of an economic environment 

 
 Prepare a set of regulations covering  pre-bankruptcy transactions and 

prevent the premature dismemberment of debtor’s assets by individual 
creditors  
 

 Provide for a longer interim relief period to protect the reorganization 
process.( eg a relief period up to one year) 
 

 Consider the possibility to establish new credit worthiness for  the insolvent 
estate by giving  priority to increased credit or capital established with 
acceptance of the liquidator  
 

 Put in place a freezing of the relations between debtor and credit as of the 
day for the insolvency request. 
 

 Increased involvement of the creditors, by way of a committee, with the 
preparation, acceptance and in some cases the implementation of the 
reconstruction plan. This to include creditor voting procedures that are 
structured in favour of reconstruction where viability can be demonstrated. 

 
The model could be the US Chapter 11, but to what extend would depend on a 
detailed study of the creditor rights in Syria. 
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Annex 1 
 

GILD - Insolvency Initiative 

 

 
n a world driven by credit, the challenge is to develop systems that foster commercial 
confidence and predictability by providing the means for effective response to default 
conditions. Handled properly, creditor rights and insolvency laws can contribute to the 
economic health of countries by providing a safety valve for financial distress, reducing 
asset deterioration, and restoring balance to commercial relationships. As part of its 
contribution towards the stabilization of the global financial architecture, the World Bank has 
undertaken the initiative to implement an integrated program of principles, actions, and 
capacity building. 

  Principles and Guidelines for Effective Insolvency and Creditor Rights Systems 

  
Developed by the World Bank in conjunction with partner organizations, more than seventy 

international experts, and input from the international community, the Principles represent 

international consensus on a uniform framework and constitute the standard for benchmarking the 

effectiveness of insolvency and creditor rights systems. They offer guidance to policymakers on the 

policy choices required to establish or strengthen a functional system for healthy debtor-creditor 

relations. 
 

  Assessment and Technical Assistance  

 

As part of the World Bank/IMF Financial Sector Assessment Program (FSAP), the Reports 
on the Observance of Standards and Codes (ROSCs) provide a template, based on the 
World Bank’s Principles, to help countries evaluate their own insolvency and debtor-creditor 
relations systems. The ROSC assessments on insolvency are conducted by World Bank 
staff, supported by experts from other institutions. In addition, the World Bank provides 
technical assistance for countries developing their insolvency and creditor rights systems. 

 

 
  Conferences & Forums and  Capacity Building 

  
A seminal aspect of the Insolvency Initiative is its active engagement in providing parties 
with capacity building opportunities. The World Bank has hosted, sponsored and 
participated in various global and regional forums bringing together key international experts 
and relevant regional practitioners. Situated at the heart of this effort, GILD offers 
opportunities for training and discussion on the insolvency and creditor rights fields, through 
specially designed materials, documents from forums, lectures, symposiums and seminars, 
and on-line forums. 
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Annex 2 

 

GILD ROSC Assessments 
 

 
   

In a world of integrated capital markets, a financial crisis in one imperils financial 
stability in all. Working together in the Financial Sector Assessment Program (FSAP), 
the World Bank and the IMF jointly developed a system of benchmarks as an early 
warning mechanism, based on such international best practices as the World Bank’s 
Principles and Guidelines for Effective Insolvency and Creditor Rights Systems.  

At the global level, these FSAP benchmarks set minimum international standards for 
transparency, market efficiency, and financial discipline. At the national level, they 

guide policy reform by identifying economic and financial vulnerability. 

Countries are then evaluated against the benchmarks in Reports on the Observance of 
Standards and Codes (ROSCs). In the insolvency context, ROSCs provide an 
opportunity for countries to evaluate the strength of their insolvency and creditor rights 
systems in the context of their legal and institutional frameworks, the relative rights, 
and the opportunities for alternatives to liquidation. 

  
Creditor Rights 
 

An efficient system for enforcing debt claims is crucial to a functioning credit system, 
especially for unsecured credit. A successful system requires: 
 
n Means of creating credit that is readily accessible to the public. 
n Easy methods of enforcement. 
n Legal framework to ensure compatibility between the secured credit system and the 
insolvency system. 
 
Affordability, predictability, and transparency are crucial to attracting the financing that 
promotes economic development. 

Legal Framework 
 

This module contains two elements. 

1. It addresses the principles and policies necessary to develop a comprehensive 

insolvency law, pertaining to key issues of orderly and effective insolvency procedures, 
but with particular focus on the suitability of particular models, principles, and 
guidelines for emerging markets. 

2. It considers the significance of orienting insolvency law within the broader 
commercial framework and the effect of the unique cultural context on the design of 
effective insolvency laws. 
 

http://www.worldbank.org/ifa/ipg_eng.pdf
http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/LAWANDJUSTICE/GILD/0,,menuPK:146210~pagePK:264057~piPK:263913~theSitePK:215006,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/LAWANDJUSTICE/GILD/0,,menuPK:146210~pagePK:264057~piPK:263913~theSitePK:215006,00.html
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Institutional Framework 

 
The institutional module focuses on capacity and implementation of insolvency law 

through the institutional framework. This framework broadly addresses such topics as: 

n Design of the bankruptcy court. 
n Significance of separate bankruptcy courts. 
n The effective functioning of the bankruptcy court within time-bound procedures. 
n Identification of the proper balance in judicial discretion appellate procedures. 
n Training, qualification and capacity of the bankruptcy judges. 
 

Informal Corporate Work-Outs and Restructurings 

In terms of maximizing asset value and preserving jobs, an enterprise is usually more 
valuable as a going concern than if it is liquidated in recognition of this fact, this model 
encourages participants to restore an enterprise to financial viability if possible. It also 
supports the establishment of an enabling environment through clear laws and 

procedures that provide: 

n Disclosure of accurate financial information. 
n Encourage the provision of financing to viable distressed companies. 
n Provide for a broad range of restructuring activities. 
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Annex 3 
 

   

 

 

GILD Egypt - Insolvency Overview 

   

 
1.0  Introduction 

The law Number 17 for the year 1999 (Commercial Code) was enacted and came into force on 
October 1, 1999. This law repealed the old Commercial Code enacted in 1883. Title 5 of the 
code is comprised of Articles 550 – 772 which regulate in detail all bankruptcy and preventive 
reorganization issues. Title 5 is divided into 10 chapters: 

Chapter 1-Declaration of Bankruptcy 

Chapter 2- Persons Administering the Bankruptcy Estate. 

Chapter 3- Effects of Bankruptcy 

Effects with regards to debtor 

Effects with regards to general  creditors 

Effects concerning creditors with debts secured by pledges or liens on movable properties 

Effects concerning  Creditors with debts secured by mortgage or liens or judgment liens on 
immovable property 

Effects concerning valid contracts concluded before declaration of bankruptcy 

Restoration "Redemption" 

Chapter 4- Administration of Bankruptcy 

Administration of the estate 

Verification of debts 

Closure of bankruptcy for insufficiency of assets 

Chapter 5- Termination of Bankruptcy 

Termination for lack of the masse of creditors' interest 

Judicial reorganization 

Abandonment for the benefit of creditors 

The state of union of creditors (liquidation) 
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Chapter 6- Summary Procedures 

Chapter 7- Bankruptcy of Companies 

Chapter 8- Commercial Rehabilitation 

Chapter 9- Preventive Reorganization 

Chapter 10- Crimes of Bankruptcy 

The above-mentioned law governs only Trader's Bankruptcy while non-traders insolvency 
issues are governed by the civil code in articles 249 to 264. The main difference between the 
two systems stems from the point that a court may declare a non-trader debtor insolvent if his 
matured debts exceed his assets while the Bankruptcy test is that a debtor who fails to pay his 
debt(s) may only be declared bankrupt if his failure to pay indicates that he is in deep business 
trouble regardless of whether or not his assets exceeds his matured debts. Contrary to 
bankruptcy, insolvency judgments do not prohibit the debtor from managing his assets nor does 
it preclude creditors from individual procedures to enforce their rights. 

The Penal Code in articles 328 to 335 criminalize wrong conduct related to bankruptcy 
whenever it occurs from the bankrupt, creditors or the trustee. 

Bankruptcy, according to the Commercial Code, is a collective regime to liquidate the assets of 
the debtor who fails to pay his commercial debts as they become due. Bankruptcy does not 
create its legal effect upon filing; the court must render a bankrupt judgment if the debt or debts 
in default indicates a deep ongoing business trouble or desperate financial situation. In other 
words, if the default resulted from impermanent reasons or was legally justified, a bankruptcy 
judgment will not be declared. In the sense, a default is mere presumptive evidence that 
indicates a debtor's inability to satisfy his debts but it does not indicate per se, that he is in deep 
business trouble or desperate financial position. However a single default could carry the 
bankruptcy proceedings if it satisfies the said requirement.  

Courts can issue a bankruptcy decision upon the request of a debtor or creditor or the 
prosecution office or on its own motion. To reach a bankruptcy judgment, the facts must furnish 
that the debtor is a trader and his failure to pay a matured undisputed commercial debt(s) 
indicates that he is suffering ongoing business trouble. Under article 561 of the Commercial 
Code a bankruptcy judgment would typically include the following information: 

A fixed date of failure to pay. 

The appointment of a bankruptcy trustee to manage the bankrupt estate. 

The selection of a member of the court circuit to assume the function of bankruptcy judge. 

An order sealing the trader's commercial establishment. 

Under article 558 of the Commercial Code, the bankruptcy court, upon filing, may order to take 
any necessary provisional measures to preserve or manage the debtor's property until 
rendering its final decision. Once a bankruptcy judgment is rendered the following legal 
consequences will take place by the operation of law: 

The bankrupt shall be prohibited from managing or transacting his property. (Hand binding). 

Perfection of mortgage, liens and judgment liens on the bankrupt's property will be deemed 
legally ineffective with regard to the masse of creditors if they were recorded subsequent to the 
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date of payment cessation and after thirty days from the date of closing such transactions. (601) 

The bankrupt may not pay his debts or recover rights owing to him. (590) 

No court actions shall be brought by or against the bankrupt. (594)  

Prevention of pursuing any pending legal action whether brought by or against him.(594) 

General creditors or those holding general liens may not individually bring legal actions or any 
other judicial proceedings against the bankruptcy estate. 

All immature debts owed by the bankrupt become due. (606)  

The said consequences are not absolute. The Commercial Code sets forth few exceptions for 
e.g. mortgagee, and the holders of specific and judgment liens may individually bring or proceed 
with pending actions or enforcement procedures provided that the said actions or procedures 
are brought against the bankruptcy trustee. Another important example is that the bankruptcy 
judge, under article 645, may, upon a request made by the trustee, permit the bankrupt to 
continue the operations of the commerce de font under the trustee’s supervision. 

Secured Claims and Enforcement: 

In Egypt and for example in the banking sector, loans are always required to be secured. 
Different types of security interest would take place; real estate, movables, inventories, 
equipment and machines, stocks and commercial papers. However banks prefer commercial 
establishment, commerce de font, to be pledged as collateral since Law Number 11 for the Year 
1940 created a swift and streamlined enforcement process. The process of creating, registering, 
and enforcing collateral varies according to the nature of different types of collateral. The Civil 
Code and the Civil and Commercial Procedure Code comprise a comprehensive set of rules 
regarding the regular process of creating, registering and enforcing different types of collateral. 
Commercial code, Commercial Establishment Law, Mortgage Law, and Banking Law designate 
another set of such rules. The latter rules are perceived to be more streamlined in terms of time 
and procedures in order to cope with the nature of business transactions and to encourage 
secured credit. Realizing on collateral would take different schemes. Court interference is a 
mandatory requirement to levy on collaterals with few exceptions. However, in practice, lawyers 
may be able to circumvent this requirement. Recent laws tend to give room for self-help 
execution procedures. For example, Law Number 81 for the Year 2002, amending Banking 
Law, provides for an accelerated enforcement scheme by which the creditor is entitled to sell 
commercial papers or stocks whenever the debtor is in default without court permission. 
Levying on movables usually would start by notice given to the creditor followed by a court order 
to sell the secured property in a public sale. Collecting on real property needs a longer judicial 
process, which in practice might take several years to sell the property in a public auction. In 
regard to real state collateral, due process requirements - if not carefully regarded - can defeat 
any attempt to levy on real property. 

Unsecured Claims and Enforcement. 

Unsecured creditors need first to get a personal judgment against the debtor, and then, if the 
debtor did not consensually discharge financial obligations identified by the court decision, the 
creditor would have to levy on debtor property. Attachment and garnishment are usually the first 
step to be taken by a creditor to enforce his rights followed by a public sale. Court interference 
is a mandatory requirement in collecting unsecured debts with no exception. However some 
sort of debts, such as matured written debts, under Article 201 of Civil and Commercial 
Procedure Law require a summary proceeding to get a court order instead of typical lawsuit. 
Access to courts is considered affordable and simple. Regular cases would reach final decision 
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within two years. Delays might appear with complex cases. 

Liquidation 

Liquidation of insolvent business is regulated under Title 5 of the Commercial Code. Liquidation 
would commence typically by an unsecured creditor. The Commercial Code regulates the 
process of liquidating movables while referring to the special rules designated by Articles 459 to 
468 of the civil and Commercial Procedure Code to sell real property. Under Article 685 of the 
Code, the Bankruptcy Trustee who is appointed by the court may continue to serve as what is 
called a Union Trustee

1[1]
 unless a majority of creditors voted against him. In this case the 

bankruptcy judge must appoint another trustee.  

Reorganization: 

When a business goes into trouble, the debtor may invite the creditor to reach a settlement 
agreement (composition) by which he would be granted a partial payment in full satisfaction of 
their debt or extension. In general, unsecured creditors everywhere, as well as in Egypt, would 
never pass up such a chance, especially with debtors acting in good faith, as they want to avoid 
the prolonged procedures of bankruptcy and its significant cost. Such kind of informal non 
judicial supervised agreement binds only its parties. Dissenting creditors are not bound by such 
agreements. On the contrary, reorganization plans are begun with a request from the debtor 
before the Bankruptcy Court either to a prevent bankruptcy judgment or afterwards in order to 
avoid liquidation. The bankruptcy judge would call for a creditors’ meeting to be held under his 
supervision upon a request made by the debtor. The bankruptcy trustee appointed by the court 
is required to present a written opinion on the debtor reorganization plan.  

2.0 Legal framework for creditor rights  

The Egyptian Civil Code is considered the general law of creating security. Articles 1030–1149 
set forth detailed rules of creating and perfecting such rights and their legal effects. Security in 
real property includes mortgage, judgment liens, and statutory general and specific liens. Such 
kinds of security provide creditors with priority over general creditors and over secured creditors 
next to them in order of perfection. Security in real property is perfected usually by recording in 
the public register. Transfer of possession could be the other way of perfection in limited 
situations. Some types of mortgage must be evidenced in writing by a public notary. As a 
general rule, enforcement of real property mortgages is regulated by the Civil and Commercial 
Procedure Code. Practice has shown that investors may refrain from using such kind of security 
"real estate mortgage" because of its high perfection fees and the complexity of enforcement 
rules. However, recent legislation, such as the Real Estate Finance Act Number 148 for the 
Year 2000 and amendments made to the Banking Law tends to pave the road for the business 
community by providing fee reductions for perfection procedures and also by tailoring 
streamlined enforcement procedures with respect to real estate collaterals which fall within the 
ambit of these laws. Worth noting is that under the Civil Code, the mortgage is avoidable if the 
real collateral is not owned by the mortgagor. Furthermore, the mortgage of future property is 
void. In addition, self help repossession agreements or retain in satisfaction agreements are 
prohibited (Article 1052 Civil Code). such agreements, however, may be valid if they take place 
after the first instalment of the debt becomes due. 

With respect to security in personal property, taking possession of the collateral by the 
mortgagee is the common way of perfection except for the commerce de font mortgage which is 
perfected by filing a registration at the commercial register. Intangibles like creditor's rights may 
be pledged and perfected by a notice to the debtor, obtaining debtor's acceptance, or by taking 
possession of the document evidencing the debt as the case may be. Articles 1096–1129 of the 
Civil Code are considered the general rules for pledging personal property. In addition, Articles 
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119–129 of the Commercial Code regulate commercial pledges. In addition Articles 324-328 of 
the Commercial Code regulate commercial paper pledges. Absent special rules on the 
Commercial Code, the Civil Code rules apply as they are considered as the common rules. Civil 
personal property pledges are required to be evidenced by a written document, while 
commercial pledges under Article 122 of the Commercial Code may be proved by all methods 
of evidence. Enforcement of civil pledges is regulated by the Civil Code Article 1121 and in 
general when the debt becomes matured, the pledge may obtain an authorization from the court 
to sell the pledged property through a public auction or at its price as indicated in the stock 
exchange or its market price. He may also ask the judge to grant an order allowing him to retain 
the personal collateral in satisfaction of the debt. Intangible collateral can be enforced in the 
same way as indicated in Article 1129 of the Civil Code. 

In commercial personal mortgage, if the debtor fails to pay the debt secured by collateral at its 
maturity date, the pledge, after the lapse of five days from notifying the debtor, may ask the 
competent judge to issue a writ ordering the sale of whole or part of the collateral. The sale may 
take place through a public auction unless the judge orders the following of another method 
(Article 126 of the Commercial Code). 

Law Number 26 for the Year 1967 regulates aircraft pledges. Also, Law Number 8 for the Year 
1990 regulates ships pledges. 

A creditor with unsecured debt needs, first of all, to get a personal judgment and then start 
execution procedures designated in the Civil and Commercial Procedure Law. Execution would 
typically start by attachment or garnishment and finally end in a public auction sale. 

3.0  Liquidation. 

After the issuance of a bankruptcy judgment, if the debtor does not offer a reorganization plan, 
or it was offered but not approved either by a creditor's majority or by the bankruptcy court or if 
the reorganization plan was reached but was later annulled, creditors are deemed to be in a 
state of union by the force of law (Article 684 of the Commercial Code). The bankruptcy judge 
declares the creation of the union as it is considered as the first step of liquidation process. The 
emphasis is that liquidation does not discharge the debtor unless creditors recovered in full their 
debts. In other words, if the assets of the bankrupt debtor after being liquidated partially satisfies 
creditor's debt, unsatisfied creditor(s) may pursue individual suit for full recovery.  

A union comprises both unsecured and secured creditors. The Union trustee is required to 
complete the liquidation within six months. In case liquidation was not completed, the union 
trustee is required under Article 694 to present to the bankruptcy judge a report on the state of 
liquidation and the reasons of delay. The bankruptcy judge is required as well to call for a 
creditors meeting to discuss the report. The same procedure should be repeated every six 
months where the union trustee fails to complete the liquidation. 

Under Article 561 of the Commercial Code, the bankruptcy court must appoint a bankruptcy 
trustee and select a member of the court circuit to serve as a bankruptcy judge. The bankruptcy 
judge is required to appoint one or more of the creditors to serve as a bankruptcy monitor or 
controller. The bankruptcy monitor is entitled, inter alias, to inspect the balance sheet and report 
submitted by debtor. He also performs the duties assigned by the bankruptcy judge including 
monitoring the performance of bankruptcy trustee and in general assisting the bankruptcy judge. 
He may also demand clarification from the bankruptcy trustee concerning the course of 
proceedings of bankruptcy estate, its revenue, expenditures and the status of relevant legal 
actions. The bankruptcy judge may remove the bankruptcy monitor and replace him. The 
bankruptcy monitor is liable only for his extra-ordinary fault. 

The bankruptcy judge, in a broad sense, is in charge of supervising the bankruptcy proceedings 
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including the liquidation phase. The bankruptcy judge is also in charge of: 

Monitoring and watching the process of administration of the estate. 

Ordering the necessary measures to preserve the bankruptcy estate. 

Inviting creditors to meet as required by law and presiding the meetings. 

Submitting a quarterly report to the bankruptcy court on the estate’s condition. 

Submitting a report concerning any dispute related to the bankruptcy estate which the court has 
the jurisdiction to settle. 

Calling upon the bankrupt, his inheritors, agents, employees or any other persons at any time to 
hear their statements in matters related to bankruptcy estate. 

The Bankruptcy Court, after assigning the bankruptcy judge, is competent of reviewing a 
number of the bankruptcy judge’s decisions as identified by the law if they are challenged. 

The Bankruptcy trustee performs his duty under the bankruptcy judge’s supervision. As the 
bankruptcy judgment deprives the bankrupt from the right to manage his property, the trustee is 
required to manage it and preserve it until reorganization plan takes place. If the bankrupt fails 
to reach such agreement, the trustee’s role would be to sell the bankrupt’s property and 
distribute it to the creditors. The trustee assumes a vast array of responsibilities which include 
but are not limited to the following: 

Administration and preservation of the bankruptcy estate. 

Representing the bankrupt in all legal actions required to manage the estate. 

Publishing a summary of the bankruptcy judgment in a daily newspaper within ten days of the 
date of being notified. The summary must include the bankrupt's name, domicile and 
registration number on the commercial register, the court that has rendered the judgment and 
its date, the name of the bankruptcy judge, the name and address of the bankruptcy trustee. 
The publication must include an invitation to creditors to present their debts to the bankruptcy 
estate. 

Recording a summary of the bankruptcy judgment in the name of the creditors at every real 
estate registration office where the debtor has a real estate property within thirty days from 
receiving the bankruptcy notification. 

Preparing the balance sheet and depositing it at the court's clerks office if the debtor failed to 
present one. 

Taking all the necessary rights to preserve the bankrupt's rights with regard to third parties, in 
addition to claiming and recovering such rights. 

Perfecting the bankrupt's real rights with respect to third parties. 

Verifying the bankrupt's debts with the assistance of the bankruptcy monitor. 

Initiating actions to avoid bankrupt's acts which took place prior the bankruptcy judgment.  

The bankruptcy trustee holds fiduciary duty toward both the masse of creditors and the debtor. 
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He is required, in discharging his duties, to act as a reasonable person. In case he acted 
otherwise he may be liable for breaching the duty of care.  

Under the Commercial Code, the bankruptcy judgment generates a tremendous legal effect 
regarding the bankrupt and the creditors. One of the most important effects is that once the 
bankruptcy judgment is declared, a bankruptcy estate would be created by operation of law. 
The estate is comprised of all the bankrupt's property "previously and after acquired"- with few 
exceptions - including movables or real estates and relevant legal rights. At the same time, the 
bankrupt is prohibited from managing or transacting his property. The prohibition does not 
extend to certain categories of property exempted by the law for various reasons for example, a 
percentage of the bankrupt’s salary (Article 592).  However under article 597 of the Commercial 
Code the bankrupt may start a new business during the bankruptcy estate and before its 
termination without court permission provided that the assets of the new trade would be 
generated from sources other than the estate property such as a. loan or donation. Another 
important consequence of declaring bankruptcy under the Egyptian Commercial Code is the 
variable options of avoiding powers to set aside the bankrupt's transactions during the so-called 
the suspect period. Suspect period is a period of time prior to the bankruptcy judgment and is to 
be determined by the bankruptcy court as the date of payment cessation on the bankruptcy 
judgment or latter by a separate judgment. The suspect period under the Commercial Code 
starts at the date on which the debtor ceases to pay his debts when they become due until the 
date of the bankruptcy judgment. Under Article 562, in order to determine the date of payment 
cessation, the court may rely upon any conduct, statement or act by the debtor that indicates 
that he is undergoing business difficulty, or any attempt to pursue commercial activities by 
unlawful methods or in a manner detrimental to his creditors. The court may also, in particular, 
rely upon the debtor's attempt to escape or commit suicide, concealing or selling of his property 
at a loss, concluding of loan contracts with burdensome conditions and conducting reckless 
speculations. In any case Article 563 of the Commercial Code stipulates that the date of 
payment cessation may not be fixed at two years preceding the date of bankruptcy judgment. 

As mentioned earlier, after concluding the inventory of the estate in the manner referred to in 
Article 637, the trustee may start to perform his duties. In addition, he is required to examine 
creditor's claims or security interest presented for debt and oppose those that may be invalid or 
exaggerated. Articles 650-656 regulate in detail the said issue. Both unsecured and secured 
creditors are required under Article 650 to deliver to the bankruptcy trustee all debt-related 
documents and a statement of these debts. Subsequent to the verification of the debt, the 
bankruptcy trustee must deposit at the court's clerks office a statement of the debts including a 
list of relevant documents, reasons of disputes, his opinion regarding acceptance or non-
acceptance of debt. He must also deposit a list of the names of secured creditors, the amount of 
such debts, and the type of collateral. Worth noting, is that secured creditors, even though they 
are entitled under Paragraph 3 of Article 605 to initiate or pursue individual legal action and to 
enforce and levy on collateral without waiting for the liquidation, it might be to the best of their 
interest to present their claims to the trustee for several reasons for example if the collateral 
would not fully satisfy their claims in this situation they would have the right to share the 
proceeds of liquidation with the general creditors on a pro-rated basis for the unsatisfied amount 
of their debts. Absent such claim they would not have the right of distribution. 

Once it is clear what property belongs to the debtor's estate and the final list of creditors who 
submitted their claims within the specified time and pursuant to the verification phase of the 
claimed debt, the trustee will start selling the bankrupt’s property and distribute it pro-rata to the 
creditors after considering the priority claims if any. Creditors who failed to submit their claims 
within the prescribed time limit may not participate in the distribution that is taking place. 
However, after verification of debts, they may be paid from remaining money. Nevertheless, the 
bankruptcy court may temporarily verify their debts and in this situation the shares of their debts 
have to be set aside from new distribution until final settlement of their dispute. (Commercial 
Code, Article 657) 

The union trustee is required under Article 642 when the creditor union is created, to sell the 
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debtor's movables and intangibles including commerce de font without the need to get 
permission from the bankruptcy judge in contrary to the previous stage where the said 
permission was required under Article 643. By the same token the union trustee is required to 
commence the procedures of selling the bankrupt's immovables within ten days of the union 
creation provided that he gets permission from the bankruptcy judge. The sale would be by 
auction in accordance with articles 459–468 of the Civil and Commercial Procedure Law. With 
respect to secured creditors with real estate collaterals, they are entitled to execute individually 
on their collaterals if they initiated their execution procedures before the creation of the union. 
Otherwise, the trustee will be the only one who had the power to execute on the real state 
(Commercial Code, Articles 688 and 689).  

During the process of ordinary liquidation procedures there might be more than one distribution. 
The practice showed that whenever substantial money is collected, the trustee and the creditors 
had the right to demand partial distribution and not to wait until liquidating all the assets.  

Article 679 sets forth streamlined liquidation procedures if the value of the bankrupt estate does 
not exceed 50,000 Egyptian pounds. 

The Commercial Code sets forth detailed distribution rules regarding creditor’s priority; general 
creditors on one hand and secured creditors on the other hand. By the same token there is 
another set of rules of priority among secured creditors with general liens on one hand and 
those with specific, judgment, or real estate liens on the other hand  

4.0 Rehabilitation/ compositions/Schemes  

The Egyptian Commercial Code allows several reorganization schemes: 

Termination of the estate for the lack of the masse creditors' interest 

Composition 

Preventive organization plan 

Simple judicial reorganization 

Abandonment for the benefit of creditors 

a) Termination of the estate for the lack of the masse creditors' interest 

Under Article 660 and 661 of the code and subsequent to the drawing of the final debt list 
referred to in Article 655, a bankruptcy judge may, pursuant to the bankrupt request, order the 
closing of the estate if it was furnished that the bankrupt has paid all verified debt in full or he 
has deposited the court's clerk office or with the bankruptcy trustee the sum of money that 
covers the entire said debts, in addition to interest and expenses. The consequence of the said 
order is that the bankrupt would restore all his rights. 

b) Composition 

As referred to in the introduction, a composition is a non-judicial settlement scheme by which a 
debtor can reach an agreement with creditors before filing bankruptcy. Creditors in such 
agreement may grant the debtor a partial payment in full satisfaction of their debt or extension 
or both. The emphasis is that such non-judicial settlement may only bind its parties. Dissenting 
creditors are non bound by it. However, creditors who are bound by the agreement and unless it 
was revoked or rescinded, may not file bankruptcy against the debtor for the same debt subject 
to that agreement. On the other hand, if such agreement was reached after the bankruptcy 
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judgment, but before acquiring the force of adjudication, the bankruptcy court may cancel the 
bankruptcy judgment. (Commercial Code, Article 568) 

c) Preventive reorganization plan: 

Articles 725–767 provide for a judicial reorganization scheme by which a trader acting in good 
faith may be declared bankrupt as a result of encountering financial difficulties that leads to 
payment cessation is entitled to apply for a reorganization plan in order to avoid bankruptcy. 
The emphasis in this scheme is: first the plan could be applied not only if the trader ceased to 
pay his debt, but also if he found himself in a situation which might lead him to payment 
cessation. Second, application for this preventive scheme is under a time limitation according to 
which the debtor’s deadline to apply for such scheme is 15 days prior to his actual payment 
cessation. Third, if a majority of creditors as specified by the law accepted the plan and it was 
approved subsequently by the court, the debtor would be entitled to avoid the bankruptcy 
judgment. The debtor can apply for this plan prior to the bankruptcy filing or afterward. In this 
situation, the court must decide whether or not to accept the debtor’s demand for a preventive 
application plan before deciding on the bankruptcy issue. Thus a successful preventive plan 
may be used to defeat a bankruptcy filing. If the court accepts the preventive plan application, 
the court must order the opening of preventive plan proceedings. Such order must include the 
appointment of one of the judges of bankruptcy court who serves on its circuit to supervise the 
plan’s proceedings and the appointment of one or more trustee to conduct/follow-up the 
reorganization proceeding. The point is that the debtor is entitled to continue managing his 
property under the supervision of the trustee especially conducting regular business 
transactions. However, he is forbidden from conducting certain transactions identified by Article 
740 unless he obtains permission from the supervising judge. Legal actions and execution 
procedures brought against the debtor’s property are suspended by operation of law upon 
rendering such order “open of preventive plan proceedings.” The preventive reorganization 
agreement, if accepted by the majority creditors and approved by the court, binds all general 
creditors even if they were not a party to the agreement or they dissent it. Secured creditors 
with few exceptions are not bound with this agreement unless they were a party to the 
agreement or they give away their secured interest. However, under Article 762 the bankruptcy 
court that has approved the reorganization plan may allow extensions for the payment of 
secured debts provided that the extension does not exceed the one agreed upon in the 
reorganization plan. In other words, the bankruptcy court may render such extensions 
regardless of the secured creditor's dissenting opinion.  

d) Judicial reorganization: 

After the bankruptcy judgment is rendered and prior to the liquidation phase, a bankrupt may 
terminate the bankruptcy estate and proceedings if he applies for a reorganization plan and it 
was approved by a specified majority of creditors and by the bankruptcy court. At the outset, it is 
clear that this scheme varies from the former. The scheme at issue works after the issuance of 
a bankruptcy judgment in order to terminate the bankruptcy estate, prevent liquidation and to 
get a debt relief on the basis of the approved reorganization plan whereas the former scheme 
works only prior to a bankruptcy judgment in order to avoid it.  

Articles 662-682 of the Commercial Code regulates in detail the structure, procedures and the 
legal effect of the judicial reorganization plan. The most important characteristics of this plan are 
as follows: First, it is judicially supervised by the trustee and the bankruptcy judge. Second, the 
reorganization plan is enforceable by the consent of the majority of creditors whose debts have 
been provisionally or finally accepted, provided that they hold two thirds of the said debts. The 
creditors who have not voted are not counted in either of the two previously mentioned 
majorities. Third, creditors with securities on the debtor's property-whether consensual or 
statutory-may not participate in voting with respect to such secured debts unless they relinquish 
their rights to such security in advance. However, the said relinquish is not final unless the 
reorganization plan was approved by the required majority and the court. Otherwise it will be 
restored to the secured creditor. Fourth, the plan may allow for partial debt relief or extensions 
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or both. The plan may also allow extensions conditioned that debts will be paid when the 
bankrupt become solvent, provided that the extension period does not exceed five years from 
the date of approving the plan. Fifth, Item Four of Article 335 of the Penal Code criminalizes the 
creditor who enters a secret agreement with the bankrupt debtor by which he was provided a 
privilege in order to accept the reorganization agreement in return. Sixth, the bankruptcy court 
may refuse to approve the agreement if it does not satisfy the procedural requirement or for any 
other justified consideration related to the public or creditor's interest (for example if the 
agreement discriminates against some creditors). Finally, when the bankruptcy court approves 
the reorganization agreement, all the legal effects of bankruptcy are eliminated and the 
bankrupt would restore all his rights including the right to manage his property and to conduct all 
kind of related transactions except for rights deprived under Article 558 unless he is 
rehabilitated. 

e) Abandonment for the benefits of creditors:  

Article 683 of the Bankruptcy Code, provides another scheme to discharge the bankrupt liability 
and to obtain debt relief. The reorganization is structured by the debtor's abandonment of all or 
part of his property in order to be sold and have the proceeds distributed among the creditors. In 
this scheme, the special rules related to judicial reorganization applies. In other words, the 
same creditor's majorities and court approval is required etc. The proceeds of sale, if exceeding 
the claimed debt, must be delivered to the debtor. The rules of selling and distributing the 
proceeds in the case liquidation apply. 

5.0 Institutional Framework for Insolvency:  

The bankruptcy court and the bankruptcy judge appointed by the bankruptcy court assumes, by 
the operation of law, a broad scope of powers once a bankruptcy filing takes place and until the 
closing of the bankruptcy estate by approving a reorganization plan or by liquidating the 
bankrupt property and distributing its proceeds. Furthermore, the law provides the bankruptcy 
court with the right of re-opening the bankrupt closed estate for a variety of reasons for example 
if a hidden asset was found or if the reorganization plan was annulled or rescinded. 

Under the Egyptian constitution, the judiciary is an independent authority. Judges are appointed 
for life and once they are appointed they cannot be removed unless the highest judicial council 
initiates an impeachment process. Any attempt to interfere with the judge's judicial decision 
could qualify as a crime under the Egyptian Penal Code.  

Bankruptcy courts are part of the Egyptian judiciary. There are specialized bankruptcy circuit(s) 
within the jurisdiction of every court of First Instance. However, the said circuits are not 
exclusively specialized in bankruptcy cases. Some of the bankruptcy judge’s decision can be 
opposed before the bankruptcy circuit and others cannot, according to the Commercial Code. A 
bankruptcy judgment can be challenged before the same court in certain situations identified 
otherwise by the law and also it can be challenged before the appellate court on factual or legal 
grounds.  

The National Centre for Judicial Studies develops a variety of courses for judges and special 
training courses are being offered for judges who rule on commercial cases and bankruptcy 
cases. However, the lack of business background might hinder and negatively affect judge's 
ability in handling business cases. Furthermore, judges who serve as bankruptcy judges in a 
given year might not serve in the same panel in the following year for variety of reasons. The 
recent tendency of the annual General Assembly of judges is to keep judges who are 
specialized in commercial cases as long as possible in the same circuits.  

6.0 Regulatory Framework For Insolvency:  Discussed within previous sections 

7.0 Cross-border Insolvency: 
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A question was raised in the nineteenth century whether a bankrupt judgment in country A 
would produce its legal effect in all other countries where the debtor acquires assets or whether 
its legal consequence is confined to country A where the ruling was rendered.  

Territoriality is the general principle under the Egyptian Commercial Code in this regard. In light 
of this principle, Item 2 of Article 559 of the Commercial Code stipulates "without prejudice to 
bilateral or multilateral international conventions in force in Egypt, a trader who has a branch 
and/or agency in this country may be declared bankrupt regardless of whether a bankruptcy 
judgment has been rendered in a foreign country." The clear meaning of this text is that, a 
foreign trader who had a branch or agency in Egypt may be declared bankrupt even though he 
was not declared so in his country and declaring a trader bankrupt in foreign country does not 
have a legal effect in Egypt. 

Nevertheless, there are other elements which alleviate the dire consequences of the territoriality 
principle in favour of Universalist regime. First, the text refers to bilateral agreement in force to 
which Egypt is party as an exception to this rule

2[2]
. Second, under Articles 296–301 of the Civil 

and Commercial Procedure Code, domestic courts may enforce foreign judgments if they meet 
certain conditions. Third, earlier judicial precedents in Egypt authorized trustees to consider 
creditor's claims even they evolved in foreign countries

3[3]
.  

It is irrefutable that cross-border bankruptcy gives rise to a countless number of conflicts of law 
issues which have been left without explicit legislative answers.  Thus, it is highly recommended 
that a global approach to unify bankruptcy systems and to encourage domestic courts to 
recognize foreign bankruptcy judgment may be the best move to serve the creditor's equality 
principle. 
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Annex 4 

ICR Events 2007 
 

 

   

 
Hawkamah and World Bank supported by INSOL and OECD Launch Regional 
Task Force on Developing Sound Insolvency and Creditor Rights Systems 

 
Market efficiency, Corporate Governance and Insolvency Frameworks and 
Practices are closely linked. A well designed corporate governance framework 
should be complemented by an efficient insolvency framework and practices and 

by effective enforcement of creditor rights 

 
In order to take stock of the existing MENA frameworks and practices and to raise 
awareness of international best practices on insolvency, Hawkamah Institute for 
Corporate Governance and the World Bank supported by INSOL International and the 
Organization for Economic Development (OECD) established a Task Force on 
Insolvency and Creditor Rights Systems. The Task Force will develop a MENA Policy 
Brief based on an individual country analysis of the Legal Framework for Insolvency 
and Creditor Rights, along with recommendations and policy options for consideration 
by MENA policy makers.   
 
The Task Force will consist of experts and officials from the MENA countries, the World 
Bank, INSOL, OECD, PwC and will include representatives of MENA government 
agencies, banks, judiciary, regulators, the financial sector and insolvency 
professionals. 
 
The Task Force aims to conduct an assessment of Country Level Insolvency and 
Creditor Rights systems in the MENA region and will propose recommendations on 
improving the systems and making them more effective. This assessment is based on 
the methodology of the World Bank's Report on Observance of Standards and Codes 
(ROSC) program and the World Bank Principles on Effective Insolvency and Creditor 
Rights Systems. 
 
Market efficiency, corporate governance and insolvency are closely linked. As 
experience from both developed and emerging markets has shown, the corporate 
governance framework should be complemented by an effective, efficient insolvency 
framework and by effective enforcement of creditor rights. 
 
Corporate governance in insolvent enterprises poses specific challenges. Legal 
frameworks often impose on directors of insolvent enterprises to act in the interests of 
creditors, and provide the latter with a specific role in the governance of distressed 
debtors. Importantly, effective insolvency systems, based on developed legal 
frameworks and relying on a sound judicial system play a critical role for orderly exit of 
insolvent corporations and for the efficient reallocation of resources. 
 
Dr. Nasser Saidi, Executive Director of Hawkamah, said, "There is a clear underlying 
link between insolvency, corporate governance, foreign investment and access to 
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capital. Indeed, companies with a good corporate governance record reduce the risks 
of lenders and are often able to borrow more and on more favorable terms than their 
competitors with a poor governance record. Efforts are needed to build more 
sophisticated insolvency laws in the MENA region and the institutional capacity 
required for their implementation. There is a need to reduce the stigma of insolvency 
and make it possible for debtors to restart business on a clean slate after a failure." 
 
Mr. Mahesh Uttamchandani Senior Counsel and Head of World Bank Global 
Insolvency Initiative, commented, "After many years of working with countries to 
develop sound insolvency systems, we now know that sound insolvency systems are 
necessary both to help avoid and manage crisis situations and to broaden and deepen 
credit markets.  Good economic times present a unique opportunity to reform 
insolvency systems so as to avoid systemic problems when global liquidity tightens and 
to ensure as broad a range of financial intermediation as possible." 
 
Mr. Sumant Batra, Vice President of INSOL International, said "It is a privilege for 
INSOL International to be associated with this initiative on international cooperation on 
insolvency reforms in the MENA region. INSOL is an independent international 
federation of national association of accountants and lawyers, It is one of its mission to 
encourage greater international cooperation and communication amongst the 
insolvency profession. INSOL hopes to contribute in the development of insolvency 
profession in the region by facilitating the exchange of information and ideas." 
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Annex No 5 
 
Table of Insolvency Questions and Replies to Assess the Standard of Syrian Insolvency 
Legislation. 
 
 
 
Ref 
No 
 

 
Heading 

 
Questionnaire – Re Insolvency 

 
Reply 

1  

Application of the 
insolvency law 
 

Does the law apply 
to 
 

 
 
natural person 
enterprises…………………………………………………………………………………………. 
legal person 
enterprises……………………………………………………………………………………………. 
state owned 
enterprises……………………………………………………………………………………………. 
 

 
 
Yes 
No 
no 

    

2 Commencement of 
eligibility 
 
Does the insolvency 
law permit an 
insolvency 
proceeding to be 
initiated by a 
 

 
 
 
 

a. debtor 
enterprise………………………………………………………………………………………………... 

b. a creditor of a debtor 
enterprise………………………………………………………………………………. 

 

 
 
 
 
Yes 
yes 
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3  

 
 
 
 
Commencement 
criteria 

 
 

3.1Does the law clearly state the type of financial condition that must apply to a debtor enterprise 
before an insolvency proceeding may be 
initiated?................................................................................................ 
 
3.2 Does the financial condition refer to a situation in which a debtor is unable to pay its mature debts? 
 
3.3 Does the financial condition refer to a situation in which a debtor’s liabilities exceeded its assets? 
 
3.4 Does the financial condition also include the circumstance that the debtor will or may become 
unable to pay its mature debts? 
…………………………………………………………………………………………….. 
 
3.5 Does the law permit the insolvency proceeding to be initiated by a debtor with reasonable minimal 
formalities?................................................................................................................................................. 
3.6 Does the law provide any specific means to enable a creditor to establish the financial condition 
referred to in 
3.2?......................................................................................................................................... 

 
3.7 Does the law permit a single creditor to commence the 
proceedings?................................................ 

 
 

3.8 If the law prescribes any further criteria for commencement of proceedings, is the criteria clear and 
sufficiently practicable to permit proceedings to be commenced? 
 
 

 
Yes 
 
Yes 
 
Yes 
 
 
Yes 
 
Not clear 
 
 
Yes 
 
Yes 
 
 
 
Not clear 

    

4  
 
Court jurisdiction 
 
 

4.1Does the law clearly identify the court or tribunal in which proceedings should be    commenced? 
 
4.2 Does the law provide for the proceeding to be under the control or supervision of the court? 

 
4.3 Is the court a special bankruptcy or commercial court 
 

Yes 
 
Yes 
 
no 
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5  
Remedies 
 

5.1 Does the law provide for alternative remedies of bankruptcy? 
 
5.2 Does the law provide for the conversion from one type of remedy to the other? 
 

yes 
 
yes 

    

6 Interim Relief  6.1 Does the law provide for interim relief to protect the assets of the debtor? 
 

yes 

    

7  
Hearing and 
determination of 
Proceedings 
 

i.  
7.1  Does the rules and procedures for the opening of an insolvency proceeding provide for: an early   

consideration of the case? 
 

The right to appeal from a decision in a case ? 
 
 
7.2   Does he law provide that the court must open an insolvency case if a debtor or a   
  creditor satisfies the legislative formalities required for the opening of an insolvency 
proceeding? 

 
7.3        Does the law permit a case to be opened and fully administered where the assets are 

insufficient to meet the costs and expenses of such administration? 
       

 
 
Not Clear 
 
Not Clear 
 
 
Yes 
 
 
no 

    

 



 

  

 

SEBC/SSP    39 

 
8 Immediate 

affection of 
opening 
proceeding 

8.1 Does the law provide that without ay further determination, the opening of the proceedings has the 
following effect: 
 

i. all enforcement action or proceedings against the debtor’s assets 
 are stayed 

ii. the commencement or continuation of any individual action or proceedings 
concerning debtor’s assets is stayed 

 
iii. the right to transfer secure or otherwise deal with the debtors assets is 

suspended? 
 
 8.2 In the absence of such a provision, does the law provide that the court may make orders to the 
same effect upon or shortly after the opening of the case? 
 
 
 8.3 Does the prohibition above extend to: 
 

i. a secured creditor 
ii. a third party 
iii. the possession of debtor 
iv. a  supplier under retention of the title terms? 
v.  

 8.4 Does the law specify the rights of any of the persons mentioned in 8.3 to apply for relief from the 
stay? 
 
 8.5 Does the law provide for effective notification of the commencement of procedings to: 
  public 
generally……………………………………………………………………………………. 
  known creditors 
individually……………………………………………………………………… 
   relevant regulatory 
authorities?............................................................................................ 
 
 8.6 Does the law provide for the appointment of an independent functionary to either take full control of 

the debtor’s business and assets or supervise the debtors business and assets? 

 
 
 
yes 
 
yes 
 
 
 
yes 
 
yes 
 
 
 
 
 
Not clear 
 
 
 
 
Not clear 
 
 
 
Yes 
Not clear 
Not clear 
 
yes 
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9  
 
 
Administration of 
an insolvency case 
 

9.1        Does the law specify the qualifications of a person who may be appointed an  
  independent functionary to administer the insolvency? 

 
9.2       Does the law provide for the appointment of a functionary through the court or the 

 creditors? 
 

 9.3         Does the law provide for the possible removal and replacement of a functionary? 
     
 

 
No 
 
Yes via the 
Court 
 
 
yes 
 

    

10  
 
 
 
Assets of the 
debtor 
 

10.1 Does the law adequately define the assets forming the debtors estate? 
 
10.2 Does the law clearly state that the ownership rights of third parties and secured  property rights 

are    preserved? 
 
10.3 Does the law require that the debtor safeguard, deliver up or make available all assets belonging 

to estate to the relevant functionary? 
 
10.4  Does the law provide that a third party in possession of assets of the estate of a debtor is 

required to deliver up such assets or make them available t the relevant functionary?  
 

yes 
 
Not clear 
 
 
Not clear 
 
 
Not clear 
 
 

    

11  
Provision of 
information to 
relevant 
functionary 

11.1 Does the law require the debtor to provide all information concerning the assets and financial 
affairs of the debtor? 

 
11.2 Does the law require relevant third parties to provide all information concerning the assets and 

financial affairs of the debtor 

yes 
 
 
yes 
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12  

 
 
 
 
 
 
Avoidance of pre-
bankruptcy 
transactions 

12.1 Does the law provide for the avoidance or setting aside of transaction made prior to the opening 
of insolvency proceedings that involves the transfer, disposal or granting of security in relation to 
assets of the debtor preferred over other creditors in favour of a creditor, if as a result of the 
transaction a creditor is favour of a third party, if transaction is under value as regard the debtor 
 in favour of a third party, if the transaction was made with the intention of defeating or otherwise 
defrauding creditors of debtor? 

 
12.2 Does the law provide clear criteria that must be established before any such transaction may be 

avoided or set aside? 
 
12.3 Does the law also provide for establishing lesser criteria to avoid or seaside transactions such as 

those mention above where the other party involved in  the transaction is closely connected to 
the debtors? 

 
12.4 If the law also provides for the setting aside of transactions such as those mentioned above, does 

it provide for recovery from the third party? 
 
12.5 Does the law provide for the avoidance or setting aside of a transfer disposal or grant of a 

security in relation to the assts of the debtor is made subsequent to the opening of proceedings 
without proper authority? 

 
 
Not clear 
 
 
 
 
Not clear 
 
 
Not clear 
 
 
 
Not clear 
 
 
 
Not clear 

    

 
 
 
 
 

13 

 
 
 
 
 
Claims of creditors 

13.1 Does the law provide for creditors of the debtor to be notified of any requirement to lodge claims? 
 
 13.2 Does the law enable claims to be made and accepted in respect of all debts and liabilities of the 

debtor? 
 
 13.3 Does the law provide for set-off? 
 
13.4 Does the law allow creditors to claim at any time before a dividend is paid? 
 
13.5 Is there provision for judicial or other review of the claim of a creditor that is rejected or disallowed 

by the relevant functionary? 

Yes 
 
Yes 
 
 
No the law 
prohibits set off. 
Yes but creditor 
proof required. 
 
yes 
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14 

 
 
 
Involvement of 
creditors 
 

14.1 Does the law provide for adequate participation for an insolvency case either by the creditors as a 
whole or through a representative committee? 

 
 14.2 Does the law require meetings of the creditors? 
 
 14.3 Does the law require that creditors be informed of the progress of the administration of an 

insolvency case at relevant stage? 
 
 
14.4      Do the creditors have access to a court to review aspects of an insolvency case that 

  affects their interest to which they object? 

Initiated but not 
participating. 
 
No 
 
Yes 
 
 
 
yes 
 

    

 
 

15 

 
 
Priority of claims 
and equality 
between Creditors 

 
15.1     Does the law provide that the costs and charges involved in the administration of an insolvency 

case are in priority to creditors’ claim? 
 
15.2      Does the law clearly otherwise state the priority to creditors clams? 
 
15.3      With the exception of the above priorities, does the law provide for equal treatment for all 

creditors of the same class? 
 

  
Not clear 
 
 
Not clear 
 
Not clear 
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16 

 
 
 
 
 
 
 
 
 
Reorganisation 
proceedings 

16.1      Does the law clearly provide who has power of continued management in case of 
  reorganisation? 

 
16.2      If the debtor may continue to manage, does the law provide for any supervision  

  by relevant functionary or the replacement of the debtor by a relevant functionary if 
  circumstances require it? 

 
 
16.3      In case of a proposed reorganisation, does the law specifically prohibit or restrict the 

termination       of: the supply of essential services including  gas, electricity and 
telecommunications to the debtor other essential contracts to which the debtor is a party 

 
 16.4    Does the law require that a decision regarding a proposed reorganisation be reached within a 

specified time frame? 
 
16.5    Does the law clearly state who is responsible for the preparation of a proposed plan of 

reorganisation? 
 
16.6      Does the law require that material information in connection with a proposed plan be fully 

disclosed to creditors? 
 
 
16.7 Does the law provide that an independent analysis of a proposed plan of reorganisation be fully 

available to creditors? 
 
16.8 Does the law provide that reorganisation plan must comply with specified minimum requirement or 

otherwise provide against possible commercial abuse? 
 

Yes – the 
functionary 
 
 
Debtor does not 
have right of 
reorganisation – 
only lies with 
functionary 
 
Yes the law so 
prohibits 
 
 
Yes see article 
502 of 
commercial law. 
 
Yes – the Judge 
of the Civil 
Court. 
 
yes 
 
 
 
No 
 
 
Yes – reorg 
plan must be 
approved by 
Court 
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17 

 
 
Reorganisation 
Financing 

17.1      Does the law provide for financing the on-going needs of the business that is 
  attempting a reorganisation? 

 
 17.2     If so, does the law provide for a commercially sound process by which such  

  finance may be obtained and repaid? 

 
Yes 
 
Not clear but 
presumably yes. 

    

 
 
 
 
 
 
 
 
 
 

18 

 
 
 
 
 
 
 
 
 
 
Approval of 
reorganisation 
plan 

18.1 Does the law provide that a prescribed percentage of creditors is required to approve a plan of 
reorganisation of the affairs of debtor? 

  
18.2 If so, is the approval required no more than 75% and more than 50%? 
 
18.3 Does the law provide for restrictions on voting on a reorganisation plan by insider creditors? 
 
18.4 Does the law provide that sufficient voting of approval binds all creditors? 
 
18.5 Does the law enable a dissenting creditor to appeal against a reorganisation plan? 
 
18.6 Does the law require that a reorganisation plan be approved by a court? 
 
18.7  Does the law provide that the bona fide approval of the relevant majority of the creditors cannot 

be over-ruled by the court?  
 
18.8      Does the law enable a case of reorganisation to be converted to a case of  

  liquidation in the event that either a plan of reorganisation is not prepared within time,  
  a plan is no approved by creditors or a plan is not approved by a court?  
 

No stipulated 
percentage 
 
not applicable 
 
No voting on 
reorg plan 
No 
 
Yes 
 
Yes 
 
No 
 
 
Not clear 
 
 
 

    

 
 
 

19 

 
 
 
Post approval 

19.1   Does the law provide for any supervision in the implementation of reorganisation 
  plan? 

 
19.2    Does the law enable a plan of reorganisation to be amended / modified with the approval of 
creditors? 

 

 19.3 Does the law clearly state the effect of a failure to implement a plan of reorganisation? 
 

 
Yes – the Civil 
Court 
 
No 
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20 

 

Liquidation 

 

20.1 Does the law provide for the termination of the powers and authority of the management of an 
insolvent debtor enterprise once it has been determined that the debtor enterprise should be 
liquidated? 
 
 20.2 Does the law provide for an independent functionary to administer the Liquidation? 
 
 20.3 Does the law provide for the sale of the assets of the debtor by either public auction or private 
sale? 
 
 20.4 Does the law make provision for the timely conduct of a liquidation? 
 
 20.5 Once a liquidation commences, does the law provide for a lifting of any stay in respect of actions 

and proceedings against the assets of debtor in so far it affects secured creditors and other 
persons who own property that is the possession or occupation of the debtor?  
     

 
Yes 
 
Judge of the 
Civil Court 
Yes 
 
Yes 
 
 
yes 

    

 
21 

 
Discharge/release 
of debts 
 

 
21.1 Does he law provide for the discharge/release of all debts and liabilities on the completion of the 
proceedings? 
 
 21.2 If not, is t clear what liabilities survive discharge? 
 

 
 
No data on 
these items 

    

22  
Enforcement and 
sanctions 
 

 
22.1 Does the law provide sanction for persons who breach or fail to fulfil obligation under the law? 

 
No data on 
these items 

    

 
23 

 
Cross-border 
insolvency 

23.1 Does the law provide for the recognition of an insolvency case that has been opened in another 
jurisdiction? 

 
23.2 If so, does the law enable a court to assist and co-operate in respect of such foreign proceedings 

 

 

 
No data on 
these items. 
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Annex 6 
 
Questionnaire about the Syrian Insolvency Legislation in Relation to Best 
Standards. 
 
 
 
COMMNCEMENT 
 
      1. Application of the insolvency law 
      

 Does he law apply to?  
 

 1.1 natural person enterprises 
     1.2 legal person enterprises 
 1.3 state owned enterprises 
   
 

2. Commencement of eligibility 
 

      Does the insolvency law permit an insolvency proceeding to be initiated by a 
     2.1 debtor enterprise 
 2.2 creditor of a debtor enterprise 
      
 
      3. Commencement criteria 
 

3.1 Does the law clearly state the type of financial condition that must 
apply to a debtor enterprise before an insolvency proceeding may be 
initiated? 
 
3.2 Does the financial condition refer to a situation in which a debtor is 
unable to pay its mature debts? 
 
3.3 Does the financial condition refer to a situation in which a debtor’s 
liabilities exceeded its assets? 
 
3.4 Does the financial condition also include the circumstance that the 
debtor will or may become unable to pay its mature debts?  
 
3.5 Does the law permit the insolvency proceeding to be initiated by a 
debtor with reasonable minimal formalities? 
 
3.6 Does the law provide any specific means to enable a creditor to 
establish the financial condition referred to in 3.2? 
 
3.7 Does the law permit a single creditor to commence the proceedings? 
 
3.8 If the law prescribes any further criteria for commencement of 
proceedings, are the criteria clear and sufficiently practicable to permit 
proceedings to be commenced? 
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      4. Court jurisdiction 
 
4.1 Does the law clearly identify the court or tribunal in which proceedings 
should be    commenced? 
 
4.2 Does the law provide for the proceeding to be under the control or 
supervision of the court? 
 
4.3 Is the court a special bankruptcy or commercial court? 
  

 
 
      5. Remedies 
 

 5.1 Does the law provide for alternative remedies of bankruptcy? 
 

5.2 Does the law provide for the conversion from one type of remedy to 
the other? 
     

 
      6. Interim Relief 
 
  6.1 Does the law provide for interim relief to protect the assets of the 

debtor? 
      

 
9. Hearing and determination of Proceedings 

 
 

7.1 
ii. Does the rules and procedures for the opening of an insolvency 

proceeding provide for:  
 

iii. an early consideration of the case 
 

iii. the right to appeal from a decision in a case 
 

 
 

7.2   Does he law provide that the court must open an insolvency 
case if a debtor or a   

  Creditor satisfies the legislative formalities required for the 
opening of an insolvency proceeding? 

 
7.3 Does the law permit a case to be opened and fully administered where 
the assets are insufficient to meet the costs and expenses of such 
administration? 
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      8. Immediate affection of opening proceeding 
 

 8.1 Does the law provide that without ay further determination, the 
opening of the 

  proceedings has the following effect: 
 
 

iv. all enforcement action or proceedings against the debtor’s asses 
 are stayed 

v. the commencement or continuation of any individual action or  
  proceedings concerning debtor’s assets is stayed 

 
vi. the right to transfer secure or otherwise deal with the debtors. 

 
vii. assets is suspended? 

 
 8.2 In the absence of such a provision, does the law provide that the 
court may make orders to the same effect upon or shortly after the 
opening of the case? 

 
 
  8.3 Does the prohibition above extend to: 
 

vi. a secured creditor 
vii. a third party 
viii. the possession of debtor 
ix. a  supplier under retention of the title terms? 
x.  

 8.4 Does the law specify the rights of any of the persons mentioned in 8.3 
to apply for relief from the stay? 
 
 8.5 Does the law provide for effective notification of the commencement 
of  proceedings to: 
 public generally 
 known creditors individually 
 relevant regulatory authorities? 

 
 8.6 Does the law provide for the appointment of an independent 
functionary to either 
 take full control of the debtor’s business and assets or 
 supervise the debtors business and assets? 

  
 
     9. Administration of an insolvency case 
 

 9.1 Does the law specify the qualifications of a person who may be 
appointed an  
 independent functionary to administer the insolvency? 

 
  9.2 Does the law provide for the appointment of a functionary through the 

court or the creditors? 
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 9.3 Does the law provide for the possible removal and replacement of a 
functionary? 

     
 
 
ASSETS OF THE ESTAE 
       
10. Assets of the debtor 
 

 10.1 Does the law adequately defined the assets forming the debtors 
esate? 

 
 10.2 Does the law clearly stat that the ownership rights of third parties 
and secured property rights are preserved? 
 
10.3 Does the law require that the debtor safeguard, deliver up or make 
available all assets belonging to estate to the relevant functionary? 
 
10.4  Does the law provide that a third party in possession of assets of 
the estate of a debtor is required to deliver up such assets or make them 
available t the relevant  
functionary?  
   

 
11. Provision of information to relevant functionary 

 
 11.1 Does the law require the debtor to provide all information 
concerning the assets and financial affairs of the debtor? 
 
 11.2 Does the law require relevant third parties to provide all information 
concerning the assets and financial affairs of the debtor? 

     
 
      12. Avoidance of pre-bankruptcy transactions 

 

12.1 Does the law provide for the avoidance or setting aside of 
transaction made prior to the opening of insolvency 
proceedings that involves the transfer, disposal or granting of 
security in relation to assets of the debtor preferred over other 
creditors in favour of a creditor, if as a result of the transaction 
a creditor is favour of a third party, if transaction is under value 
as regard the debtor 
 in favour of a third party, if the transaction was made with the 
intention of defeating or otherwise defrauding creditors of 
debtor? 

 
12.2 Does the law provide clear criteria that must be established 

before any such transaction may be avoided or set aside? 
 
12.3 Does the law also provide for establishing lesser criteria to 

avoid or seaside transactions such as those mention above 
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where the other party involved in  the transaction is closely 
connected to the debtors? 

 
12.4 If the law also provides for the setting aside of transactions 

such as those mentioned above, does it provide for recovery 
from the third party? 

 
12.5 Does the law provide for the avoidance or setting aside of a 

transfer disposal or grant of a security in relation to the assts of 
the debtor is made subsequent to the opening of proceedings 
without proper authority? 
     
                     

 
CREDITORS 
 

13. Claims of creditors 
 

13.1 Does the law provide for creditors of the debtor to be notified of any 
requirement to lodge claims? 

 
 13.2 Does the law enable claims to be made and accepted in respect of 
all debts and  liabilities of the debtor? 

 
  13.3 Does the law provides for set-off? 

 
 13.4 Does the law allow creditors to claim at any time before a dividend is 
paid? 

 
 13.5 Is there provision for judicial or other review of the claim of a creditor 
that is rejected or disallowed by the relevant functionary? 

 
 
 
       14. Involvement of creditors 
 

 14.1 Does the law provide for adequate participation an insolvency case 
either by the creditors as a whole or through a representative committee? 

 
  14.2 Does the law require meetings of the creditors? 
 
  14.3 Does the law require that creditors be informed of the progress of 

the administration of an insolvency case at relevant stage? 
 

 14.4 Do the creditors have access to a court to review aspects of 
insolvency case that affect their interest to which they object? 
     

 
        15. Priority of claims and equality between Creditors 
 

 15.1 Does the law provide that the costs and charges involved in the 
administration of an insolvency case ran in priority to creditors’ claim? 
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  15.2 Does the law clearly otherwise state the priority to creditors clams? 
 

 15.3 With the exception of the above priorities, does the law provide for 
equal treatment for all creditors of the same class? 

    
 
 
REORGANISATION PROCEEDINGS 

 
 

16. Reorganisation proceedings 
 

 16.1 Does the law clearly provide who has power of continued 
management in case of reorganisation? 

 
 16.2 If the debtor may continue to manage, does the law provide for any 
supervision by relevant functionary or the replacement of the debtor by a 
relevant functionary if circumstances require it? 

 
16.3 In case of a proposed reorganisation, does the law specifically 
prohibit or restrict the termination of: the supply of essential services 
including  gas, electricity and telecommunications to the debtor other 
essential contracts to which the debtor is a party 

 
 16.4 Does the law require that a decision regarding a proposed 
reorganisation be reached within a specified time frame? 

 
16.5 Does the law clearly state who is responsible for the preparation of 
a proposed plan of reorganisation? 
 
16.6 Does the law require that material information in connection with a 
proposed plan be fully disclosed to creditors? 
 
 16.7 Does the law provide that an independent analysis of a proposed 
plan of reorganisation be fully available to creditors? 
 
 16.8 Does the law provide that reorganisation plan must comply with 
specified minimum requirement or otherwise provide against possible 
commercial abuse? 
    

 
         17. Reorganisation financing 
   

17.1 Does the law provide for financing the on-going needs of the 
business that is attempting a reorganisation? 
 
 17.2 if so, does the law provide for a commercially sound process by 
which such finance may be obtained and repaid? 
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          18. Approval of reorganisation plan 
 

 18.1 Does the law provide that a prescribed percentage of creditors is 
required to approve a plan of reorganisation of the affairs of debtor? 
  
 18.2 If so, is the approval required no more than 75% and more than 
50%? 
 
 18.3 Does the law provide for restrictions on voting on a reorganisation 
plan by insider creditors? 
 
 18.4 Does the law provide that sufficient voting of approval binds all 
creditors? 
 
 18.5 Does the law enable a dissenting creditor to appeal against a 
reorganisation plan? 
 
 18.6 Does the law require that a reorganisation plan be approved by a 
court? 
 
 18.7  Does the law provide that the bona fide approval of the relevant 
majority of the creditors cannot be over-ruled by the court?  
 
 18.8 Does the law enable a case of reorganisation to be converted to a 
case of liquidation in the event that either plan of reorganisation is not 
prepared within time, a plan is no approved by creditors or a plan is not 
approved by a court?  
     
 

19. Post approval 
 

 19.1 Does the law provide for any supervision in the implementation of 
reorganisation plan? 
 
 19.2 Does the law enable a plan of reorganisation to be amended / 
modified with the approval of creditors? 
 
 19.3 Does the law clearly state the effect of a failure to implement a plan 
of reorganisation? 
      

  
TERMINAL PROCEEINGS 
 
            20. Liquidation 

 

 20.1 Does the law provide for the termination of the powers and authority 
of the management of an insolvent debtor enterprise once it has been 
determined   that the debtor enterprise should be liquidated? 
 
 20.2  Does the law provide for an independent functionary to administer 
the Liquidation? 
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 20.3 Does the law provide for the sale of the assets of the debtor by 
either public  auction or private sale? 
 
 20.4 Does the law make provision for the timely conduct of a liquidation? 
 
 20.5 Once a liquidation commences, does the law provide for a lifting f 
any stay in respect of actions and proceedings against the assets of 
debtor in so far it affects secured creditors and other persons who own 
property that is the possession or occupation of the debtor?  
     

     
 
            21. Discharge/release of debts 
 

 21.1 Does he law provide for the discharge/release of all debts and 
liabilities on  the completion of the proceedings? 
 
 21.2 If not, is t clear what liabilities survive discharge? 

 
 
            22. Enforcement and sanctions 

 

 22.1 Does the law provide sanction for persons who breach or fail to fulfil 
obligation under the law? 

 
 

23. Cross-border insolvency 
 

  23.1 Does the law provide for the recognition of an insolvency case that 
has been opened in another jurisdiction? 
 
23.2 If so, does the law enable a court to assist and co-operate in respect 
of such foreign proceedings 
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Annex 7 

 

 

SME SUPPORT PROGRAM SYRIA – Replies to Questionaire 

 
Assessment of the Syrian insolvency legislation in relation to Best International 

Standards 

COMMENCEMENT 
 
1. Application of the insolvency law 

1.1. The article #250 of the Syrian civil law stated that insolvency applies to natural persons 

only 

2. Commencement of eligibility 

The procedure of the insolvency can be initiated by a debtor enterprise and a creditor of a 

debtor enterprise 

3. Commencement criteria 

3.1. According to the article #205 civil law, if the debtor does not have enough money for 

mature debts 

3.2. Yes. The financial condition refers to a situation in which a debtor is unable to pay its 

mature debt 

3.3. Yes. The financial condition refers to a situation in which a debtor’s liabilities exceeded 

its assets 

3.4. Yes, it does. According to the article #252 civil law 

3.5. --------- 

3.6. Yes, it does. According to the article #250 civil law 

3.7. Yes, it does. According to the article #251 civil law 

3.8. --------- 

4. Court jurisdiction 

4.1. Yes, it does. According to the article #251, the court of the first instance 

4.2. Yes, it does. According to the article #252 civil law 

4.3. No. There are no courts specialized in bankruptcy, with which the court of the first 

instance deal instead 

5. Remedies 

5.1. Yes, it does. According to the article #509 commercial law 

5.2. Yes, it does. According to the articles #509, #536, #552 and #553 
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6. Interim Relief 

6.1. Yes, it does. The law provides for interim relief to protect the assets of the debtor by 

keeping assets with the functionary 

7. Hearing and determination of proceeding 

7.1. ---------- 

7.2. Yes. According to the article #251 civil law 

7.3. No, it does not. According to the articles #553 and #554 commercial law 

8. Immediate affection of opening proceeding 

8.1. Yes it does, without any further determination 

8.2. Yes, it does. According to the article #447 commercial law 

8.3. -------- 

8.4. -------- 

8.5. Yes, it does to public generally 

8.6. Yes, it does ------- 

9. Administration of an insolvency case 

9.1. No. The law does not specify the qualifications of a person who may be appointed an 

independent functionary to administer the insolvency 

9.2. Yes, it does through the court 

9.3. Yes, it does. According to the article #465 commercial law 

 
 
ASSETS OF THE ESTATE 
 
10. Assets of the debtor 

10.1. Yes, it does. According to the article #478 commercial law 

10.2. -------- 

10.3. -------- 

10.4. -------- 

11. Provision of information to relevant functionary 

11.1. Yes, it does. According to the article #454 commercial law 

11.2. Yes, it does. According to the article #499 commercial law, which states the 

creditor must give to the relevant functionary all their documents according to the 

debtor 
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12. Avoidance of pre-bankruptcy transactions 

12.1. ------- 

12.2. ------- 

12.3. ------- 

12.4. ------- 

12.5. ------- 

 

Creditors 
 
13. Claims of creditors 

13.1. Yes, it does. When the debtor stopped to pay his mature debts according to the 

article #443 commercial law 

13.2. Yes, it does. According to the article #404 commercial law 

13.3. No, the law prohibit for set-off 

13.4. Yes, it does. If creditors can prove the inability of the debtor to pay his     mature 

debts 

13.5. Yes, there is a provision for judicial from the appeal court according to the article 

#451 commercial law 

 

14. Involvement of creditors 

14.1. The law stated that an insolvency case can be initiated by a creditor or many 

creditors 

14.2. No, it does not. According to the article #446 commercial law 

14.3. Yes, it does. According to the article #450 commercial law 

14.4. Yes, it does. According to the article #451 commercial law 

15. Priority of claims and equality between creditor 

15.1. ------- 

15.2. ------- 

15.3.  

------- 
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REORGANIZATION PROCEEDINGS 
 
 
16. Reorganization proceedings 

16.1. Yes, it does. The functionary has the power in case of reorganization according 

to the article #494 commercial law 

16.2. The debtor does not have the right of reorganization, the law stated only the 

relevant functionary has the right of reorganization 

16.3. Yes. According to the article #480 commercial law 

The law prohibits the determination of essential goods of the debtor 

16.4. Yes, it does. According to the article #502 commercial law 

16.5. Yes, the law stated that the judge of the civil court is responsible of the 

preparation of reorganization 

16.6. Yes, it does 

16.7. The law does not state that clearly, while it states that the judge can recruit 

employees from creditors to supervise the reorganization procedure 

16.8. Yes, the law stated the reorganization plan must ratified from the court, according 

to the article #502 commercial law 

17. Reorganization financing 

17.1. Yes, it does. According to the article #546 commercial law 

 

18. Approval of reorganization plan 

18.1. No, the law does not provide a percentage of creditors 

18.2. No 

18.3. No, the law does not provide for voting on a reorganization 

18.4. No, it does not 

18.5. Yes, it does. According to the article #503, the creditor has the right to appeal to 

a reorganization plan 

18.6. Yes, it does. According to the article #502 commercial law 

18.7. No, it does not 

18.8. ------- 

19. Post approval 

19.1. Yes, it does. The law provides for the supervision by the civil court according to 

the articles #492 and #495 
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19.2. No, it does not. The law stated that the amendment must be approved by the 

court according to the article #504 commercial law. 

 
Terminal proceedings 
 
 
20. Liquidation 

20.1. Yes ,it does according to the article #509,commercial law 

20.2. The law states that the judge of the civil court has the right to administer the 

liquidation according to the documents organized by the relevant functionary.  

Article #509,510, 511 commercial law 

20.3. Yes, it does according to the article #496 commercial law ,and this operation has 

to be after the approval of the relevant judge 

20.4. Yes, it does by the relevant court 

20.5. Yes, it does according to the article #545 commercial law which states that the 

secured creditors have the priority of the assets of the debtor. 
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Annex 8 

 

Procedures applied for the Handling of Large Financial Distress Cases4 
 
 

1. Description of the Cases 

Three big industrial firms experienced financial distress in Syria in the year 2005. 
Namely, AL HAJAR Establishment for Textile and Yarns production, AL JARBOO 
Establishment for Real- Estate and Yarns trade and AL DARY Establishment for Textile 
and Yarns production. These companies were collecting money from the public based 
on individual investment agreements in which the company invested the money and 
paid to the investors a yearly return. The three companies began to experience 
financial difficulties that resulted in the non payment of their creditors including the 
individual investors. Consequently, creditors and individual investors complained to the 
authorities represented by the Prime Minister, the Governance and the Chamber of 
Commerce. 

2. Description of the Different Handling of the Cases 

These three companies were not put into bankruptcy, and the formal bankruptcy 
procedures were not applied in handling their cases. The following provides a brief 
description of the procedures applied in handling these cases:  

1. The Prime Minister formulated a ministerial committee consists of the Minister 

of Economy, the Minister of Justice ,the Minister of Industry and the Head of the 

Chamber of Commerce. This committee was responsible of the following:  

 Preventing an adverse effect on the interests of the firm’s employees, 

the firm’s creditors and investors.  

 Took control of all the firm’s assets and prevented liquidation and 

expropriation of the assets by the original owners. 

 Put in place a new management team in order to keep the company 

operational.  

 Re-estimating the fair value of the firm’s assets and operations.  

-  Liquidated the firm’s non-productive assets and used the proceeds to 
pay some of its liabilities.     

- A compromise contract was signed between the original owners of the 
company, its creditors and investors that stipulated that revised ownership of 
the company is to be proportionately distributed between the original owners, 
the creditors, and the investors. 

 In this way the firm is kept solvent and bankruptcy is avoided. 

 These three large companies are not SMEs. 

                                                
4 This general description was obtained from discussing the treatment of three different financial distress 

cases with the head of the Internal Trade Department at the Ministry of Economy.     
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3. The Formal Procedures of A Bankruptcy Case  

- The formal bankruptcy procedures for all corporation types in Syria are set out 
in  detail as follows: 

 The Corporations’ Law No. (3) Of 2008 (articles No. from 18 to 28). 

 The Commerce’s Law No. (33) of 2007 (Chapter 6)  

It has been observed that the using of the formal bankruptcy procedures is quite 
uncommon and almost all corporate financial distress cases have been treated 
through the procedures described above.   

 

 

 
 
 
 
 
 


