FotEA 2007

obAleb Al A 07-01

=9 & V|8

Fe——————3 &} 2t 5j| O 1 9
TTTTTF A b e BNET

UEEA LEGISLATION BESERRCH INSTITUIE



== & IO

The New Corporate Bankruptcy Law of China

AT FEaH(FATHD)
Yang, Hyo-Ryang

2007. 10. 31.

TG &3y

HOREA LEESLATION RESEARTH INSTITUTE



%% 8o

shte ARFANZAAGAN AfFEE A Avz WASHE

AR st AAlA StEdEE Rol ofste] B At

= oAd YA Ands oue Agen Jon, AEdow wHat
o 98 & gl FRINE AADEY AFHL FA57] 95l

Foll A wd7IdEe] ARERE HEas Ae We
AE-FE ate AgEo] AFA A7 w5 Buk opue, gy
= JHRE AFHE BEgol 23] FAS Mo 4
Mol Hoj gtom s Jd7 o= ko] ok 7§
ek BE 7t BRoste] s xbe] xldo] of e gl
BorRENEkL e Vg eabdalEs i gletar AWATE F

Pt Haustel ARAsk ATAL FHAL Aol wEs] 943
o g

;

spare] oelae e AAsE dH AV IR B uhel
F EAYe PAMCR Rt om Y duA A
A

g Astel ANA AIREE SHHoR RS B 2HE A



PFozA AT FHA AHE FA

boteh.

=
ol

B3 RS 9 A

- H

w Z19E - b, J(G I, THUEAL, SOl B AL, SIANE () B
A

Kb, BB, MR, DU71E, BHFHLDY, Y8

A



Abstract

Bankruptcy is an economic phenomenon resulting from free competition
under the capital market and is used to mean a procedure or a system in
which a financial crisis is dealt with in court by statute. Even in China
where no bankruptcy was seen in the traditional market a system of
bankruptcy has been introduced to maintain soundness of economic
activities.

The former Bankruptcy Act of China was nominal with limited appli-
cation scope and poor contents before the New Corporate Bankruptcy Act
entered into force. Bankruptcy procedures were controlled and led by the
Government with state-owned enterprises which were subsidized. The sub-
sidy paid in the form of bank loan was the main factor in deepening the
insolvency of banks. Poor legislation to protect companies in need of bank-
ruptcy due to liquidity or a slump in business has made it difficult for a
smooth bankruptcy process.

The new Enterprise Bankruptcy Act is provided to regulate a procedure
for corporate bankruptcy and to liquidate bonds and liabilities. This change
was attempted to protect both creditors’ and debtors’ legitimate rights.
Mainly this law specifies the extension of application scope including all
corporations as well as individuals. The new law invites individual profes-
sionals to set up a system of administrator which is in line with inter-
national practice. A company reorganization procedure is established by
supplementing the previous reconciliation process and corporate restructuring
system. While this law legitimates the offshore effect of corporate bankruptcy,

the law provides for legal responsibility on illegal bankruptcy of operators



of failed companies. Measures were taken to protect creditors’ rights by
being guaranteed a priority to claim-secured assets of failed companies.
This new law maintains and protects the socialist market economy and

enhances transparency and effectiveness.

% Key words : bankruptcy, corporate bankruptcy act, reconciliation
process, liquidation process, debtors’ asset, bankrupt
companies, bankruptcy based on policies, legal

responsibility
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