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[bookmark: _bookmark1]Background
1. The financial sector of Bulgaria was deeply affected during the 2008-2009 financial crisis. Although the country has made great progress recently in securing a robust economic recovery, non-performing loans (NPLs) remained a threat for the banking system and economic recovery in general. Indeed, as of March 2021, Bulgaria had one of the highest NPL ratios (6.7%), compared to the EU average of 2.5%.  The current COVID-19 pandemic has further affected the economy of Bulgaria, and is expected to cause an increase in NPLs, especially in sectors like tourism, hospitality and travel, as well as for SMEs. The state of emergency issued by the Government in mid-March 2020 was replaced with an extraordinary epidemic situation until June 30, 2020. The government passed a number of fiscal, monetary and macro financial measures in an attempt to mitigate the impact of the crisis on the economy. However, the crisis has already impacted growth and employment, and is expected to cause a surge in insolvency cases.
2. Against this backdrop, where corporate and individual debtors are increasingly experiencing difficulties and banks hesitate to provide further credit until the current stock is resolved, there is a need to develop the necessary tools for debt resolution, which could free up the necessary capital to finance economic recovery. In Bulgaria however, despite the existence of a comprehensive legal framework, the insolvency system is not achieving its intended outcomes. A 2016 study prepared by the World Bank concluded that in practice insolvency proceedings are not working effectively, and that many creditors consider bankruptcy not as an effective collection mechanism, but rather as a vehicle used by debtors to evade their obligations –in some cases, fraudulently. Successful rehabilitations in court are rare –6 cases in 3 years, and most bankruptcy cases end up as piece-meal assets liquidation. Opening a bankruptcy case takes too long –5 months usually, and up to 2 years if the case is complicated. A modern approach to insolvency, which encourages the debtor to address financial and economic problems before it is too late, still needs to arise in Bulgaria. Bulgaria also lacks informal restructuring tools (out of court workouts or hybrid procedures), which allow the debtor and its creditors to negotiate a settlement out of court, which can later be endorsed by the bankruptcy court to bind dissenting creditors. 
3. In this context, implementation of the EU Directive on preventive restructuring mechanisms and second chance[footnoteRef:1] (referred hereinafter as the Directive) represents an excellent opportunity to introduce these tools that Bulgaria needs. More specifically, the introduction of an early warning system together with a new regime of directors’ obligations, among other legal changes, would prompt Bulgarian companies to address their financial distress before it becomes too late, and therefore help create a rescue culture in Bulgaria, necessary for the Bulgarian private sector to resurface from the current situation. Without the introduction of these early warning tools and strengthening the regime for preventive rescue procedures, the Bulgarian corporate sector may not be able to address the widespread corporate defaults as a result of the current deteriorated economic situation. [1:  Available at https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52016PC0723. The Directive was approved by the European Parliament and entered into force in June 2019. EU Member States were given an implementation period of two years to align their domestic frameworks with the provisions of the Directive.
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4. The EU Directive introduces an obligation for EU member States to ensure a regime facilitating the preventive restructuring of debtors where there is a likelihood of insolvency. Adequate implementation of restructuring procedures could alleviate the burden of national court systems, offer more restructuring opportunities for viable enterprises, and help minimize the impact of the crisis on the financial system. Moreover, given the impact of the COVID-19 pandemic, the urgent need of early reaction to financial difficulties and improving restructuring proceedings across the EU should be one top priority in national lawmakers’ agenda. The Directive provides an opportunity for EU member States to strengthen their national insolvency frameworks when most traders and enterprises are experiencing widespread distress. 
5. The Directive does not provide for a detailed and complete regime applicable to restructuring proceedings. Instead, it regulates only some specific aspects: 
i) Early Warning Tools (“EWT”): The Directive urges member States to set up EWTs that detect financial distress as early as possible, encouraging businesses to take early action to avoid insolvency.
ii) Preventive restructuring: The Directive provides that member States must ensure that, where there is a likelihood of insolvency, debtors have access to a preventive restructuring framework enabling them to restructure their business ad ensure their viability, thus attempting to avoid insolvency. In this respect, the Directive governs, sometimes in detail, the effects of preventive restructuring proceedings, rules on the stay of individual enforcement actions, content of the restructuring plan and its adoption judicial evaluation and confirmation of the plan, cross-class cram-down, new and interim finance, duties of directors.
iii) Discharge: For insolvent (but honest) entrepreneurs, the Directive requires member States to put in place rules for debt discharge, which should ensure that entrepreneurs can benefit from a full discharge of debt after a reasonable period of time, thereby allowing them a second chance. In addition, this should ensure that debtors are not personally caught in a debt trap following a business crisis.
6. The wide range of implementation options provided under the Directive may lead to just as much policy and technical choices of EU member States in the transposition of the Directive, which will likely result in different restructuring models.  EU member States must transpose the Directive by July 17, 2021. However, member States that encounter difficulties in implementing this Directive are granted the possibility of benefitting from an extension of a maximum of one year of the implementation period (to be notified by January 17, 2022).
WBG technical assistance with the implementation of the Directive in Bulgaria 
7. The World Bank Group (WBG) has engaged in supporting the Republic of Bulgaria in the area of insolvency, specifically on the transposition of several specific provisions set forth by the Directive. The WBG project is conducted under the aegis of the European Commission and the umbrella of the Structural Reform Support Programme under Regulation (EU) 2017/825. The WBG team has been providing technical support to the Bulgarian authorities to address critical challenges concerning improving the preventive restructuring framework and introducing an early warning tools system (EWT) into the Bulgarian domestic insolvency regime and practice. 
8. The WBG conducted a comprehensive analysis and delivered three Reports. The first Report (hereinafter, the “EWT Report”) deals with the Implementation of Early Warning Tools in Bulgaria (and particularly the transposition of Article 3 of the Directive). The second Report provides a comparative overview of early warning tools developed in five EU member States (the “EWT Benchmarking Report”). The third Report focuses on the implementation of the Directive’s provisions concerning preventive restructurings frameworks (specifically Articles 4 and 19 of the Directive) in Bulgaria, and the necessary amendments to the CA, in order to comply with the system designed by the Directive (the “Preventive Restructuring Report”).
9. The aim of this Summary Note is to synthesize the extensive analysis conducted by the WBG Team and integrate the recommendations reflected in each of the three Reports. The objective is to provide a Note that can be used to line up all the key points and the conclusions of the Reports.  It is important to understand that conditions of distress are fluid and different stages of financial distress could be represented on a “demise curve” (see below Picture 1).  Early intervention represented higher up in the curve (EWTs as a first step and preventive restructuring as a subsequent step in the event distress is not resolved through the EWT process) is crucial to avoid bankruptcy liquidation (represented on the lower right of the curve as a last resort). Once perspective distress is identified, all types of intervention (early and late) should be part of the same continuum and legal and operational systems should allow for an effective and easy convergence from one process to another to avoid unnecessary exit of distressed but viable companies, or creditor losses in the event a company is not viable and should exit the market expeditiously. 
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Description automatically generated]Picture 1. – The demise curve 
10. Both EWTs and preventive insolvency procedures should form an integral part of the Bulgarian restructuring system. The Bulgarian legislature in July 2017 introduced a new restructuring procedure (the so-called “stabilization procedure”), which is accessible by debtors who are in "imminent danger of insolvency" (currently embedded in the Commercial Act, the "CA"). Debtors who are not yet insolvent are eligible to apply for a restructuring procedure if in "danger of insolvency". While the stabilization procedure is only accessible by debtors who are in the “imminent danger of insolvency”, EWTs operate at an earlier time, when the debtor should be in the condition to “detect circumstances that could give rise to a likelihood of insolvency” (see the EWT Report). This may (or should) happen even well before the debtor is eligible to open a stabilization procedure under the CA, as it may be further amended to comply with the Directive. Therefore, although it is reasonable that EWTs will sound as innovative for the Bulgarian authorities, in that they require the establishment of something new, they are supposed to fit in a comprehensive system aimed at providing the debtor in distress with a legal toolkit designed to enhance the possibility of business survival (see below Chart 1).
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Description automatically generated]Chart 1: Overview of possible actions and development of business distress
Alerting debtors about financial distress symptoms: EWTs 
11. The ultimate aim of EWTs is to predict the likelihood of a business facing financial difficulties over a certain period of time and urge the debtor to take action in order to avoid insolvency. Although the Directive imposes on all members States the obligation to provide for EWTs mechanisms, it provides little guidance on how to implement them, leaving each member State plenty of discretion to design a system that best fits its needs. Typically, EWTs may consist of internal control systems only (inbound model, whereby EWTs encourages entrepreneurs to assess their own situation), or  entail reporting duties incumbent upon third parties, which are supposed to be better informed about the debtor’s affairs (outbound model).[footnoteRef:2] For instance, as described in the EWT Benchmarking Report, Germany has implemented a purely inbound model,  based on the genuine sense of belonging of entrepreneurs (and retired entrepreneurs) to support their peers, willing to share the lessons learned with colleagues experiencing the same difficulties. [footnoteRef:3] France and Italy, on the contrary, recur to a system based on the company’s self-evaluation and external screening to flag perspective insolvency.[footnoteRef:4] EWTs should be regarded as a means for usefully complementing an efficient and robust insolvency framework. The inputs from early warning systems should incentivize debtors to resort to out-of-court workouts or preventive restructuring proceedings, leaving the debtor in control of the assets while negotiating a voluntary restructuring agreement with (some of) its creditors -possibly also with the assistance of a mediator or a supervisor – with a view of ensuring the viability of the business. [2:  See on this point the EWT Report, pp. 14-16.]  [3:  See Benchmarking Report, Section 3, p. 19]  [4:  See Benchmarking Report, Section 3, p. 15 and 17.] 

12. The EWT Report explores the available options and recommends a way forward to implement an EWT in Bulgaria. When discussing how to design an EWT system in Bulgaria, the EWT Report tackles three pillars: i) the existence and availability of data that should be used by the EWT; ii) the algorithm that can indicate companies in distress; and iii) the institutional arrangements surrounding the EWT, including governance of the agency in charge of the EWT’s operations and the process of notification of distressed businesses.
13. On the first pillar (source data), the EWT Report analyzes extensively the available key information which may be relevant for detecting prospecting insolvency (e.g., financial information, credit history, tax information, analysis of the governance and macroeconomic information). [footnoteRef:5] It is concluded that the current situation poses several challenges concerning the availability of data in Bulgaria. For instance, the format and structure of financial information undermines the usage of data, because sharing of financial information is still paper-based and, when electronic, it is not in a machine-readable-format)[footnoteRef:6]. Credit information history is often protected by strict confidentiality rules, which would require specific legislative intervention.[footnoteRef:7] Currently publicly available information on existing past due tax debt is not sufficient for the purpose of EWTs.[footnoteRef:8] Given Bulgaria’s low data availability, timeliness and quality, the EWT Report finds that automatic triggered alerts elaborated by the EWT throughout an outbound model does not seem possible in Bulgaria, at least not in the short-term.  [5:  Section 6 of the EWT Report deals extensively with sources of data, pp. 27-41.]  [6:  See paragraph 6.1, p. 27 of the EWT Report.]  [7:  See paragraph 6.2, p. 34 of the EWT Report.]  [8:  See paragraph 6.3, p. 36 of the EWT Report.] 

[bookmark: _Hlk90572297]14. On the second pillar (the algorithm), the EWT Report recommends to the Bulgarian authorities the purely qualitative inbound model in the short term. The purely qualitative inbound model, is based on the good will of the entrepreneurs that ask for support, based on a manual and subjective analysis provided by the debtor, supported by the EWT.[footnoteRef:9] The Report highlights that a purely inbound model based on EWT’s analysis of a debtor’s qualitative information should be considered as a “quick-win” by Bulgarian authorities. Under the recommended approach, the entrepreneur would voluntarily undergo a “health” check and provide to the EWT the information required to perform the assessment.  [9:  See paragraph 7, p 10 of the EWT Report,] 

14. The Bulgarian authorities should reflect on the possibility to implement in the medium-term an inbound model based on a self-assessment (at least for a specific segment of debtors such as medium and large sized companies), that will certainly expand the outreach and the impact of the EWT.  The assessment methodology, in this case, should be carefully developed[footnoteRef:10] to: i) ensure the EWT model’s adequacy to fits the purposes for which it is created; and ii) to protect the EWT from any reputational risk due to ineffective or unclear methodology. Among the prerequisites that must be considered when designing the inbound self-assessment model, an important one is that the (public or private) entity managing the EWT shall regularly define the EWT coverage For instance, even if – based on the EU Directive – the key target of the EWT seems the SME segment, it may be worth reflecting on whether significant non-financial enterprises (SNFEs) should be mandatorily subject to undergo the self-assessment exercise, on the ground that the collapse of an SNFE could lead to socially unacceptable results, far exceeding the boundaries of a single entity.[footnoteRef:11]  [10:  For the purpose of defining an appropriate methodology to apply in the self-assessment, the Report suggests the implementation of a Working Group. See Section 7.3, p.46 of the EWT Report.]  [11:  SNFEs are enterprises that play a major role in national economies and serve important public functions. Their failure may trigger contagion and cause disruptive consequences. Insolvency of SNFEs may raise concerns common to bank failures.] 

15. On the third pillar (institutional arrangements), the EWT Report highlights that several entities in Bulgaria seem to be well placed to support the adoption of an inbound model in the short-term and host the EWT. While it is suggested that the EWT’s ownership be public, the EWT management could be entrusted either with an agency of the public sector or outsourced to a Non-Governmental Agency or a private entity (for instance the Bulgarian Small and Medium Enterprises Promotion Agency and the Bulgarian Chamber of Commerce and Industry).[footnoteRef:12] The prevailing consideration in defining the EWTs institutional and operational arrangements is that they should be designed to the exclusive benefit of the debtors, and in particular of SMEs, which represent the backbone of the economy. As to the notification procedures selected, the Report suggests that based on cultural specificities, a hybrid model, whereby companies receive notifications by EWTs, but are free to decide to receive support from a counseling service depending on different levels of likelihood of insolvency.[footnoteRef:13]  [12:  See the Executive Summary of the EWT Report, p. 11.]  [13:  See Section 8 of the EWT Report, pp. 50-54.] 

16. The EWT Report recommends that Bulgarian authorities start evaluating long-term strategies for removing the obstacles that currently prevent the implementation of an outbound model. The Report demonstrates that the enactment of an inbound model (with its simplest component, first, and then with a more sophisticated model of mandatory self-assessment) compliance with the EU Directive by Bulgaria is possible, despite the above-mentioned challenges relating to the information availability, which is behind the basic standard. Nevertheless, Bulgarian authorities should in parallel start laying the foundations for the implementation of an outbound model in the long term, which would ultimately benefit a larger number of companies at an earlier stage of financial distress. Recommended initiatives[footnoteRef:14] in this sense would include, for instance: i) consolidation of financial data on a readable format; ii) introduction in the country of credit bureaus that may bring information on the creditworthiness of debtors, as well as techniques like credit scoring: iii)  training and capacity building initiatives for professional operators providing credit score products: iv) development of algorithms and models to predict insolvency that could trigger early warning tools, considering not only financial data, but also other non-financial indicators (such as loss of a significant customer or supplier, forecast targets consistently missed, uninsured or unexpected disasters, failure to complete a transaction/divestment, creditors placing the business on stop supply or requiring special payment terms (creditor payment arrangements), missed payments to landlords, urgent requests for bank funding, increased intervention/pressure/oversight from banks or other financiers, shareholders regularly injecting money into the business, directors taking minimal to no wages). [14:  Some of those initiatives have already been proposed under the Report on the Observance of Standards and Codes Insolvency and Creditor/Debtor Regimes relating to Bulgaria that the World Bank has delivered in 2016. ] 

The EU Directive’s requirements for a preventive restructuring framework
17. The scope of the provisions on EWTs extends to complementing the regulatory framework for directors’ corporate governance duties. Once warnings from the EWT system kick in, and they are considered by the debtor to be sufficiently serious to take action, the debtor (or the directors in case of a company debtor) should consider adopting any early action necessary to address any negative developments and emerging risks that might potentially endanger the business as a going concern. Therefore, there is a clear functional relationship between EWTs and directors’ enhanced duties of care where the business is nearing insolvency. By this token, both the EWT Report[footnoteRef:15] and the Preventive Restructuring Report closely examine the need that specific duties of company directors (such as the duty to file the petition for insolvency proceedings) during the phase of the “likelihood of insolvency” are further regulated by the Bulgarian legal system. The reason underpinning such additional provisions is the shift of financial risk once a business entity is hit by insolvency. Indeed, when a debtor becomes insolvent, the financial stakeholders bearing the risk of any loss suffered by the business are the creditors (instead of the shareholders). Breaches of duties such as these should attract consequences such as compensation to the company for the damages and the loss suffered and even disqualification.[footnoteRef:16] [15:  See EWT Report, paragraph 4.4.2, p. 23.]  [16:  See the Preventive Restructuring Report, Section 17, p. 52.] 

18. Depending on the severity of the situation (or the failure of the measures put in place immediately following the EWT to recover a situation of financial or operational difficulties) the debtor in distress (but not yet insolvent) may consider adopting formal preventive restructuring measures. Preventive restructuring frameworks should, above all, enable debtors to restructure in a timely and effective manner, and ultimately to avoid insolvency, thus limiting the unnecessary liquidation of viable enterprises. The Preventive Restructuring Report emphasizes that preventive insolvency frameworks are typically designed to provide economically viable firms with a mechanism through which they can deleverage their balance sheets by renegotiating and concluding a new deal with their principal financial creditors on more favorable terms.
19. The Directive’s baseline model provides for certain characteristics, which need to be reflected in the Bulgarian CA, possibly by introducing new specific provisions or by amending the current framework as described in the WBG Team’s Report. [footnoteRef:17] The Directive stipulates that preventive restructuring should be available where there is a likelihood of insolvency, debtors in financial difficulty have access to an effective preventive restructuring framework that enables them to restructure their debts or business. It follows that factual insolvency is not a pre-condition to access restructuring proceedings, and early intervention may avoid the liquidation of assets and distribution of proceeds among creditors.[footnoteRef:18] The debtor-in-possession (“DIP”) regime is also another default characteristic of a preventive restructuring framework under the Directive (meaning that the debtor remains in charge of managing its assets and operations during the court restructuring proceeding rather than being replaced by an insolvency officeholder). However, the Directive also contemplates partial DIP models in which officeholders may – and in some situations must – be appointed to oversee the case[footnoteRef:19]. Preventive restructuring frameworks generally focus on financial restructuring measures, although operational changes may also be contemplated. The purpose of the procedure is, in fact, to enable debtors to restructure the business in any manner which achieves the objective of preventive insolvency and ensuring viability. [17:  The Preventive Restructuring Report on preventive restructuring does not provide for an article-by-article analysis of the CA. Rather, it analyses the provisions of the Directive referring to preventive restructuring frameworks and, then, it illustrates how the principles therein may be reflected in the current system under the CA. See Part II of the second Report, Sections 1-18.]  [18:  See Section 3 of the Preventive Restructuring Report, p. 24.]  [19:  See Section 4 of the Preventive Restructuring Report, pp. 29-31.] 

20. The Directive creates the legal foundation for a range of different restructuring proceedings with considerable variance in design and detail and potential also for hybridity. Indeed, restructuring by way of agreement with (some) creditors is and remains possible at any point in time, in that the Directive allows for restructuring through the so-called “pre-packs” procedures, i.e., through a plan previously agreed with all affected creditors and submitted to the court for approval along with an application to open proceedings. [footnoteRef:20] Prepacks, however, may not always be an option because not all creditors necessarily agree. For this reason, the EU model contains also rules on class formation, valuation, and voting.[footnoteRef:21] More specifically, the plan should be adopted by majority voting, provided that certain stakeholders’ groups may be excluded from voting on the plan. Member States are required to ensure that restructuring plans which affect the interests of dissenting parties only become binding if they are confirmed by a judicial or administrative authority, under certain conditions (cross-class-cramdown[footnoteRef:22]). [20:  For additional details on prepacks, see Section 3, p. 27.]  [21:  See Sections 6-8 of the Preventive Restructuring Report, pp. 35-41.]  [22:  See Section 9 of the Preventive Restructuring Report, p. 42.] 

21. The Directive’s full implementation also requires a major cultural shift in the role performed by the judiciary and for the insolvency practitioners assisting the debtor and/or the creditors in the restructuring negotiations. While acknowledging that it would be unrealistic to immediately impose any training framework aimed specifically at those who wish to qualify into a new profession restricted to restructuring cases (as opposed to liquidation cases), the Preventive Restructuring Report suggests that training programmes currently required to be followed by potential insolvency practitioners in Bulgaria be expanded to include topics and experience of more direct relevance to restructurings. [footnoteRef:23] [23:  See Section 18 of the Preventive Restructuring Report, pp. 54-56.] 


Annex: Action Plan for implementation 

	ACTION PLAN (1)
 EWT IMPLEMENTATION

	
	Activity
	Entity responsible for implementation
	Short term (up to 6 months)
	Medium term
(up to 12 months)
	Long term 
(up to 5 years)

	
	Preconditions for the implementation of a purely inbound model EWT

	1
	Set-up of specific Working Group for the design of the EWT
	Inter-ministerial Working Group (Ministry of Economy, Ministry of Justice, Ministry of Finance, etc.)
	x
	
	

	2
	Set up of an EWT governance framework
	Working group
	x
	
	

	3
	Definition of basic policy options (e.g., purely inbound, self-assessment inbound, outbound model), perimeter, exemptions and key variables 
	Working group
	x
	
	

	4
	Definition of potential range of trigger alerts and evaluation methodology
	Working group
	x
	
	

	5
	Identification of the (public or private) institution to host and manage the EWS
	Working group
	x
	
	

	6
	In-depth gap assessment of the credit information sharing infrastructure, capacity building to improve the role of the credit register.
	Bulgarian National Bank
	
	x
	

	7
	Regulatory and/or legislative interventions to enhance the availability, timeliness and accuracy of financial and credit information for the EWT.
	MoJ or another responsible Ministry 
	
	
	x

	8
	Enhanced cooperation among public authorities for data sharing and data disclosure, in the light of the GDPR
	Concerned public authorities
	
	
	x

	9
	Enquiry about a potential availability of a network of volunteers to perform advisory services. 
	Working Group
	x
	
	

	10
	Pilot operationalization of the EWT in one specific area or a particular type of debtor
	EWT
	
	x
	

	11
	Going live for other sectors and/or type of debtors
	EWT
	
	x
	

	12
	Design of clear guidelines for EWT system to refer qualifying debtors to the enhanced preventive court restructuring
	Ministry of Economy / Ministry of Justice
	
	x
	

	13
	Organization of a campaign for public awareness and encourage the use of EWT
	EWT
	
	x
	

	
	Preconditions for the implementation of a more sophisticated EWT

	14
	Introduction of the provision in the relevant regulations that the Central Registry of Debtors include also positive payment histories (and not only defaulting debtors)
	Central Registry of Debtors or Central Registry of NGO
	
	
	x

	15
	Development of an electronic tool for submitting annual accounts to the Registry Authority and make its use mandatory
	Ministry of Economy / Ministry of Justice
	
	
	x

	16
	Impose XBRL format (or any other similar usable format) as default data submission mechanism for annual accounts
	Ministry of Economy / Ministry of Justice and Central Registry of Debtors or Central Registry of NGO
	
	
	x

	17
	Data intelligence and cross-checks of information submitted by a business to the different authorities should be set up to identify inactive companies.
	Concerned public authorities
	
	
	x

	18
	Development of private credit reporting operators, providing services such as credit scoring, measuring a probability of default on a 12-month horizon based on credit histories of a debtor. 
	Ministry of Economy
	
	
	x

	19
	Development of the NRA AI-tool measuring taxpayers’ tax behaviors (through predictive algorithms) and extend its use to support the design of an outbound EWT.
	National Revenue Agency
	
	
	x

	20
	Training programs to develop and spread the know how necessary to professional operators to provide credit scoring products based on statistical models.
	Ministry of Economy
	
	
	x

	ACTION PLAN (2)
PREVENTIVE RESTRUCTURING FRAMEWORK

	
	Activity

	Entity responsible for implementation
	Short term (up to 6 months)
	Medium term
(up to 12 months)
	

	
21
	Set-up of specific working group for the legislative amendments of Part V of the Commercial Act, and any other provisions therein or other law which may contrast with the Directive (e.g., corporate law, labor law and tax law)
	Ministry of Justice 
	x
	
	

	22
	Adopting Out of Court Workout principles and guidelines to operate as a code of conduct for workout participants, especially to protect confidentiality
	Bulgarian National Bank in partnership with Ministry of Finance
	
	x
	

	23
	Elaboration of tools (such as checklist) to assist SME debtors with an organized approach towards restructuring
	Ministry of Economy / SME Agency
	
	x
	

	24
	Going through the legislative process to supplement the CA considering the addition of a fast-track procedure applicable to SMEs
	Working Group of the MoJ
	x
	
	

	25
	Introduction of pre-packs procedures, by allowing the judicial sanctioning of a plan negotiated and approved by creditors out of court 
	Working Group of the MoJ
	x
	
	

	26
	Close consideration where the provision of the CA should be amended consistent with language of the Directive.
	Working Group of the MoJ
	x
	
	

	27
	Inclusion of a list of definition of key terms and principles relating to preventive restructuring
	Working Group of the MoJ
	x
	
	

	28
	Explicitly allowing for the easy conversion of proceedings from preventive restructuring proceedings and bankruptcy proceedings and vice versa
	Working Group of the MoJ
	x
	
	

	29
	Considering simplifying the test to determine the debtor’s insolvency, possibly by eliminating the distinction between corporate entities and natural persons as to the test to determine the debtor’s insolvency
	Working Group of the MoJ
	x
	
	

	30
	Making the appointment of the IP only possible, as a “facilitator” of negotiations (and not mandatory) and limited to specific case-by-case circumstances
	Working Group of the MoJ
	x
	
	

	31
	Preventing creditors to which the stay applies from withholding performance, terminating or in any other way, modifying essential executory contract, for debts that came into existence prior to the stay, solely by virtue of the fact that they were not paid by the debtor
	Working Group of the MoJ
	x
	
	

	32
	Rethinking and limiting at minimum the requirements relating to the application to open the proceeding only to those necessary to establish that: i) the debtor has a viable business; ii) the business is likely to become insolvent
	Working Group of the MoJ
	x
	
	

	33
	Enabling the debtor to include a viability report along with the other required materials at the time of filing
	Working Group of the MoJ
	x
	
	

	34
	Simplifying the division of creditors in classes
	Working Group of the MoJ
	x
	
	

	35
	Allowing that a group of creditors with objective commonality of interest may form a separate class
	Working Group of the MoJ
	x
	
	

	36
	Considering whether to use electronic means of notification of the plan
	Working Group of the MoJ
	
	x
	

	37
	Introducing cross-cram cram-down provisions, by choosing the absolute priority rules over the relative priority rule
	Working Group of the MoJ
	x
	
	

	38
	Limiting the possibility that the court may confirm a plan “with amendments” to minimal formal modifications
	Working Group of the MoJ
	x
	
	

	39
	Introducing interim and new finance to the order of priorities and shield it from subsequent avoidance actions in the context of insolvency proceedings
	Working Group of the MoJ
	x
	
	

	40
	Amending corporate law by adding a range of duties triggered when a company faces a “likelihood of insolvency” be provided under the CA
	Working Group of the MoJ
	x
	
	

	41
	Encouraging the cultural shift in the institutional framework, by initially including in training programs for potential IPs topics and experience of more direct relevance to restructurings
	Ministry of Justice
	
	x
	

	42
	Building capacity of IPs and bankruptcy judges to assume the new responsibilities after CA amendments are enacted
	Ministry of Justice
	
	x
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