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Can the creditor apply for the commencement of a
bankruptcy procedure for one of the debtors?

Yes, the creditor can apply for the commencement of four bankruptcy
procedures for the debtor which are: financial restructuring, small
debtors> financial restructuring, liquidation, small debtors’ liquidation
procedures. The court can commence any of these procedures if the
regulatory rules have been met.

It is'recommendec'i to Bankruptcy Law
review the following
Articles 4,5,7,8
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What can the creditor do if there was fear for the assets or
fears the debtor’s actions?

In any of the liquidation procedures, the creditor and the stakeholders
can apply to the court for the precautionary measures to be taken until
the court rules on the commencement application. Examples of such
precautionary measures are to assign an officeholder temporarily, seize
the debtor from managing business activity, seize the debtor’s assets
and prevent him/her from using it whether it was in his/her possession
or not, as well as other precautionary measures stipulated in the Law.

Form: download

il ool e Bankruptcy Law The Implementing
review the following Regulations
Articles 96 9

Articles 5



https://bankruptcy.gov.sa/ar/Eservices/EForms/Documents/15.docx

>

Can the creditor object to the court’s ruling on the
commencement of any bankruptcy procedure for one of
his debtors?

The creditor, as a person of interest, has the right to object before the Court
of Appeal on the court’s ruling to commence the procedure or to reject it
within fourteen days of its issuance if its subject matter was:

1. Refusal to commence a financial restructuring or small debtors’ financial
restructuring procedure.

2. Commencement of or refusing to commence any of these procedures:
liquidation, small debtors’ liquidation, and administrative liquidation.

The creditor has no right to object to the court’s ruling to commence the
protective settlement procedure or the financial restructuring procedure.

It is'recommendec'i to Bankruptcy Law
review the following
Articles 217

38
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Can the creditor enforce any of the debtor’s assets under the
bankruptcy procedure if the debt was pledged to him/her? Or submit
an enforcement application to the court or to the officeholder?

In procedures like protective settlement or financial restructuring, the
creditor can submit to the court an enforcement application over the
bankruptcy assets or over the assets of the guarantor of the debtor’s
debt that are submitted as guarantees, only if the enforcement does not
affect the debtor’s activity or affects getting the approval of the creditors
and owners on the proposal, or if rejecting the enforcement application
causes serious damage to the secured creditor in which the debtor cannot
compensate, as well as damages to the debtor and the other creditors.

The mortarium does not apply in the small debtors’ protective settlement
procedure on the secured debts, the creditor can execute the secured
debt and shall return any surplus amounts to the small debtor.

In liquidation procedures, the creditor has the right to apply to the court
an enforcement application over any of the bankruptcy assets securing
the debtor’s debt.

In general, the creditor can submit his claim to the officeholder or the
Bankruptcy Commission attaching his documents that prove his secured
claims and the nature of the secured asset. The officeholder then includes
the claim under secured claims and has priority in the distribution in the
liquidation procedure.

Form: download

Itis recommended to Bankruptcy Law The Implementing
review the following Requlations
Articles 21, 63, 68, 91, 97, 9

126, 133, 159, 166, and 196 Articles 14
39 Hé
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Can the creditor object to the decisions and procedures that
the debtor or the officeholder or the Bankruptcy Commission
makes during the management of the procedure?

The creditor and any stakeholder have the right to object, before the court
that commenced the procedure, on any procedures or decisions made by
the debtor in his/her management of the protective settlement procedure,
or objects to the bankruptcy officeholder's management of financial
restructuring or liquidation, or objects to the Bankruptcy Commission’s
management of the administrative liquidation procedure within fourteen
days of the decision or procedure taken.

It is recommended to Bankruptcy Law
review the following
Articles 215 and 216
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Is the creditor entitled to request exclusion of certain
procedures and actions from moratorium?

Ifitprovesthatitisintheinterest of the debtor and the majority of creditors,
the creditor in the protective settlement and financial restructuring
procedures may apply to the Court to suspend specific claims for which
action was taken before the moratorium was effective.

He also may apply for the court’'s approval to execute the bankruptcy
assets provided as guarantees.

Aswell as apply forthe court>s approval to continue procedures and actions
against the personal guarantor or the debtors in-kind guarantor. The
creditors in the liquidation procedures may request that the moratorium
for specific claims be suspended before the moratorium takes effect if it
proves to be in the interests of the debtor and the majority of creditors. He/
she is entitled to apply to the court for enforcement over any bankruptcy
assets that guarantees the debtons debt, as well as apply for legal actions,
during the moratorium, against the debtors personal guarantor or the
debtons in-kind guarantor.

. is_recc;rn;elr;deq o Bankruptcy Law, The Implementing
review the roliowing i
Article 20, 21,91, 97, 98, Regulations

159, 166, 169 Articles 30
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How to submit the claims to the officeholders? and what
are the creditors’ rights in this regard?

Each creditor whose debt arose prior to the commencement of any financial
restructuring or liquidation procedure must submit to the officeholder
within the period specified, any due, future, or conditionally suspended or
potential claims. The creditor must state the date and the reason for the
established debt and the value of the debt, if the value is not specified, the
debtor must write the estimated value, as well as attach the documents
supporting the claim, the claim must be brief and made with care.

After the officeholder examines the claim and verifies its validity and
value, he/she must prepare a list of claims and submit them to the Court
with a recommendation for each claim to be accepted or rejected or
referred to an expert. The officeholder must notify the creditor that the
claim was rejected or referred to an expert. The creditor can object to the
officeholder’'s recommendation before a court and present his defense.
Which the court later evaluate the defense and make a judgment to accept
the claim completely or partially or reject it. The creditor may also object
to the judgment before the Court of Appeal within fourteen days of the
issuance of the decision or the announcement. The Court of Appeal may
choose to uphold the decision to reject the claim completely or partially, or
overturn the decision.

If the court overturns the decision, then the decision is final and without
appeal.

Form: download

Bankruptcy Law The Implementing

review the following .
Article 63, 68, and 217 Regulations

Article 13, and 14

42
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Can the creditor submit a claim including the obligation
expected in the future or suspended on a future condition?

Yes, the creditor can submit his claim while including the future obligations
and the suspended conditional obligations. For example, the guarantee
letter, documentary credit, and others.

It is recommended to Bankruptcy Law
review the following
Articles 63
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How can a creditors committee be formed? What are its
powers?

Acreditors’committee may beformedinprocedures suchasfinancial restructuring,
small debtors’ financial restructuring or liquidation by the court, or by request of
the officeholder or creditors whose claims represent 50 precent of the debt value.
If the court decides to form the creditors’ committee, then the officeholder must
be informed of this, as he must inform the creditors within five days, so that
whoever wishes to be nominated submit to the officeholder within fourteen days
of the notification date, provided that he/she has an approved claim in the list of
claims, and the claimis guaranteed in full. Then the officeholder deposits the list of
candidates to the court, attaching the proposed formation with the justifications.
After that, the court issues its decision to form a creditors’ committee of at least
three members and a chairperson for the committee.

The creditors’ committee’s decisions are decided by the majority and the
committee’s duty is to represent the creditors in the tasks stipulated in the
Law and Regulations, such as expressing an opinion on some procedures like
preparing a proposal for financial restructuring, obtaining guaranteed financing,
terminating the debtor’s contracts, selling bankruptcy assets. In some procedures,
the committee’s approval is required such as selling any bankruptcy asset in
which the value exceeds a quarter of the bankruptcy assets. In addition to any
other tasks assigned to the committee by the court, the committee has the right
to report any violations of the Law or Regulations.

The formation of a creditors’ committee is to help creditors participate more
effectively in bankruptcy procedures and ensure that there is a balance between
therights and interests of the debtor and creditors in managing these procedures.

Itis recommended to Bankruptcy Law The Implementing
review the following Requlations
Articles 73,106,126, and 9
159 Article 24 to 29
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How to object to the debtor’s previous dispositions in
commencing procedures and using them to smuggle
bankruptcy assets or hide them or hurt creditors?

The creditor and any stakeholder may object to the debtonrs dispositions
in the 12 months prior to the commencement of the procedure. If in case
the disposals are purely harmful, such as waiver of assets and guarantees,
discharge of the debtor’s debtor, or if the disposals had pros and cons
but the cons overpower the pros and affect the creditorns rights such
as conclude transactions lower than the fair value or making an unfair
settlement.

The appeal period may be extended to 24 months if the related party is
connected to the debtor in terms of business or if he is a relative, or if the
related party is controlled by the debtor, or has financial or regulatory
control over the debtor.

If the court finds that the disposition is not in the debtors interest and
that the debtor was financially distressed or bankrupt at the time of the
procedure, the court will declare it invalid and will retrieve the assets. On
the other hand, the creditor may submit his complaint if there was any
suspicion of mishandling of funds, execute transactions for free or for
unfair consideration, concealment, orembezzlement of bankruptcy assets,
or other criminal acts that affected the rights of creditors. The creditor
may submit this complaint to the court or the Bankruptcy Commission to
proceed with inspection and verification, and then refer it to the competent
authority when suspected crime.

Form: download

Itis recommended to Bankruptcy Law The Implementing
review the following Requlations
Chapter 3, article 9, 2/h 9

Article 86



https://bankruptcy.gov.sa/ar/Eservices/EForms/Documents/16.docx
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What are the creditors’ rights in supervising the correct
implementation plan of the protective settlement or
financial restructuring?

As a general rule, the creditor has the right to object before the court to any
action or decision taken by the debtor or officeholder in implementing the
plan.

Inthe protective settlement procedure, the creditor may object to the debtor’s
request to terminate the procedure due to the completion of the plan’s
implementation, and he may submit to the court a request to terminate the
procedure because the plan was not implemented.

As for the financial restructuring procedure, the Law grants the officeholder
supervisory powers over the debtor during the implementation period of the
plan, the debtors has to obtain the officeholder’s approval when conducting
some actions and disposals, and the plan may include more restrictions on
the debtor's management of the activity during the implementation of the
plan.

The debtor must also submit a report every three months to the officeholder
showing the progress of implementing the plan, then after checking the
validity, the officeholder sends the report to the court and creditors.

In the financial restructuring procedure, the creditor may also object to
the debtor’'s request to terminate the procedure due to the completion of
the plan’s implementation, and he may submit to the court a request to
terminate the procedure because the plan was not implemented.

In both procedures, it is possible for one or more creditors whose claim
represents 50 percent of the creditors’ total debt value to propose a plan

amendment.

il oo e Bankruptcy Law The Implementing
review the following Regulations
Articles 38, 39, 84, 85, 86, 9
87,141, and 159 Articles 31 and 47
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What are the rights of the creditor in accessing the
management work of the bankruptcy procedures?

The creditor has the right to access the information and documents of the
officeholder or the Bankruptcy Commission regarding the commenced
bankruptcy procedure unless the officeholder, Bankruptcy Commission,
or competent authority decides that it is confidential for reasons related to
preserving the value of bankruptcy assets or continuing the procedure or
continuing the activity supervised by the competent authority.

However, the creditor may challenge the decision before the court, and
the court will estimate the extent to which the decision complies with
the substantive regulations requiring confidentiality so that the court
can support or revoke the decision, and if the court revokes the decision

then the conditions accessing the information and documents need to be
specified.

It is'recommendec'i to The Implementing
review the following Regulations

47 H&
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How to demand debts be repaid if the debtor is of natural
personality and his liquidation procedures have been
terminated with outstanding debt?

If a debtor is a natural person and his debts were not discharged after
the liquidation procedure is terminated due to insufficient bankruptcy
proceeds and could not cover the creditor’s rights, then he shall be
considered bankrupt during the (24) months of the procedure termination.
During which time, no bankruptcy procedures may be commenced by
the debtor, instead, the debtor has many obligations that must be done
such as notifying the creditors when the debtor is practicing any business
activities, professional activities, or for-profit activities. If the debtor
gains money during that period he/she must apply to the court with an
application to distribute the money to the creditors in accordance with
their priority arrangement and shares, if the debtor did not such a thing
then the creditors can apply to the court to claim their rights, in which the
court will rule that they are entitled to such right.

Itis recommended to Bankruptcy Law The Implementing
review the following Requlations
Articles 125, 166, and 181/3 9
Articles 21
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Can the creditor attend the debtors bankruptcy procedure
court hearings?

Yes, the creditor can attend the court hearings whether the creditor was
the one who applied for the commencement of the procedure or if it was
commenced by the debtor or another creditor. Any creditor during the
hearing can express what achieves justice in his defense, whether it was
about the bankruptcy court’s jurisdiction over the application or meeting
the conditions of acceptance or meeting the condition to commence a
substantive procedure such as financial distress and bankruptcy, or the
likelihood of financial distress, the likelihood of failure to continue the
business activity, the likelihood of the debtor’s sale proceeds covering
the expenses of the procedure. The debtor can apply to the court with
documents supporting his defense, he/she can ask the court to force
any party to submit information and documents necessary to rule on
the application. In general, when the debtor or the creditor cooperate in
pursuit of consensus results in better outcomes for everyone.

Bankruptcy Law

It is recommended to
review the following
Articles 15/2, 2/47,2/95,

49 H&
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and 168/3




How to submit the claims to the officeholders?
and what are the creditors’ rights in this regard?

Is the creditor entitled to request exclusion of
certain procedures and actions from moratorium?

Can the creditor object to the decisions and
procedures that the debtor or the officeholder or
the Bankruptcy Commission makes during the
management of the procedure?

Can the creditor enforce any of the debtor’s assets
under the bankruptcy procedure if the debt was

pledged to him/her? Or submit an enforcement
application to the court or to the officeholder?

Can the creditor object to the court’s ruling
on the commencement of any bankruptcy
procedure for one of his debtors?

What can the creditor do if there was fear for
the assets or fears the debtor’s actions?

Can the creditor apply for the
commencement of a bankruptcy procedure
for one of the debtors?
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Frequently Asked Questions

Can the creditor attend the debtor’s bankruptcy
procedure court hearings?

How to demand debts be repaid if the debtor
is of natural personality and his liquidation
procedures have been terminated with
outstanding debt?

What are the rights of the creditor in accessing
the management work of the bankruptcy
procedures?

What are the creditors’ rights in supervising the
correct implementation plan of the protective
settlement or financial restructuring?

How to object to the debtor's previous
dispositions in commencing procedures and
using them to smuggle bankruptcy assets
or hide them or hurt creditors?

How can a creditors committee be formed? What
are its powers?

Can the creditor submit a claim including the
07 obligation expected in the future or suspended
on a future condition?







Annex
Frequently asked questions
regarding creditor’s rights in

bankruptcy procedures



Small Debtors’ Liquidation Procedure

Commencement Card Sl
Submitted by the Creditor » < EISAR
A guiding card for fulfilling the requirements set forth in the Information and Documentation Rules Bankeuptey Commission wull—oYl&—i2)

Vs

C] A detailed statement of the debt owed by the debtor thereto; and such a statement shall in-
clude the debt’'s value, origin and due date as well as the repayment status

A proof that the debtor is bankrupt or is financially distressd

The decision indicating the competent authority’s approval for the registration of the
bankruptcy procedure or the judicial deposit, commencement application filed by the debtor
if the debtor is a regulated entity, or the documents evidencing that the debtor has filed the
approval request and the competent authority failed to issue the decision before the lapse of
the specified period according to the provisions of paragraph (3) of Article (3) of the Law

A proof that the debt is due, payable, of specified amount and cause, as well as the rele-
C] vant securities thereof (if any)

The debt’s amount or the total amount of the debts of applicants, provided that such
Cj amount shall not be less than the amount specified by the Bankruptcy Commission

A proof that the debt is due and payable by virtue of an executive deed or an ordinary
C] document

A proof that the creditor has requested the debtor to repay the debt twenty-eight (28)
C] days prior to the date of registering the application, provided that the application indi-
cates the date and the debt's amount and cause, and the debtor failed to repay or dispute
the debt.

Itis recommended to Bankruptcy The Implementing Information and
review the following Law Regulations Documentation Rules

Articles 93,162, 163, 166 Articles 4, 67 Articles 7,11




Liquidation Procedure Commencement Card
Submitted by the Creditor

A guiding card for fulfilling the requirements set forth in the Information and Documentation Rules Jl-‘u"L.!!

P NEISAR

Bankruptcy Commission il oylaial

A detailed statement of the debt owed by the debtor thereto; and such a statement shall in-
clude the debt's value, origin and due date as well as the repayment status

A proof that the debtor is bankrupt or financially distressed

The decision indicating the competent authority’s approval for the registration of the
bankruptcy procedure or the judicial deposit, commencement application filed by the debtor
if the debtor is a regulated entity, or the documents evidencing that the debtor has filed the
approval request and the competent authority failed to issue the decision before the lapse of
the specified period according to the provisions of paragraph (3) of Article (3) of the Law

A proof that the debt is due, payable, of specified amount and cause, as well as the relevant
C] securities thereof (if any)

The debt’s amount or the total amount of the debts of applicants, provided that such amount
Cj shall not be less than the amount specified by the Bankruptcy Commission

A proof that the debt is due and payable by virtue of an executive deed or an ordinary document

A proof that the creditor has requested the debtor to repay the debt twenty-eight (28) days
prior to the date of registering the application, provided that the application indicates the
Q date and the debt’'s amount and cause, and the debtor failed to repay or dispute the debt

Itis recommended to Bankruptcy The Implementing Information and
review the following Law Regulations Documentation Rules

Articles 92, 93,94, 99 Article 4 Articles 7,11
55 Hé
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Small Debtors’ Financial Restructuring Procedure
Commencement Card

Submitted by the Creditor > EISAR

Bankruptcy Commission wuil_sJl&_ia)

A guiding card for fulfilling the requirements set forth in the Information and Documentation Rules

A detailed statement of the debt owed by the debtor thereto; and such a statement shall in-
clude the debt's value, origin and due date as well as the repayment status

A proof that the debtor is distressed, bankrupt or is likely to suffer financial distress

The decision indicating the competent authority’s approval for the registration of the
bankruptcy procedure or the judicial deposit, commencement application filed by the debtor
if the debtor is a regulated entity, or the documents evidencing that the debtor has filed the
approval request and the competent authority failed to issue the decision before the lapse of
the specified period according to the provisions of paragraph (3) of Article (3) of the Law

Itis recommended to Bankruptcy The Implementing Information and
review the following Law Regulations Documentation Rules

Articles 144,145,148 Articles 4, 62 Article 7
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Financial Restructuring Procedure Commencement Card
Submitted by the Creditor

A guiding card for fulfilling the requirements set forth in the Information and Documentation Rules Jl—‘u‘-.!!

P NEISAR

Bankruptcy Commission il oylaial

A detailed statement of the debt owed by the debtor thereto; and such a statement shall
include the debt's value, origin and due date as well as the repayment status

A proof that the debtor is bankrupt, insolvent or is likely to suffer financial distress

The decision indicating the competent authority’s approval for the registration of the
bankruptcy procedure or the judicial deposit, commencement application filed by the debtor
if the debtor is a regulated entity, or the documents evidencing that the debtor has filed the
approval request and the competent authority failed to issue the decision before the lapse of
the specified period according to the provisions of paragraph (3) of Article (3) of the Law

Itis recommended to Bankruptcy The Implementing Information and
review the following Law Regulations Documentation Rules
Articles 42, 43, 47 Article 4 Article 7
57 Ué
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Cards of the
Commencement of
Bankruptcy Procedures

Guiding forms for fulfilling the requirements set forth

in the Information and Documentation Rules






>
Applying for the Commencement of a Procedure

Applying for the commencement of any bankruptcy procedure is available
through heading to the commercial circuits in the competent courts using
the application form provided in the portal of the Commercial Justice System
while accompanying the application with the required information and
documentation. The service is accessible via the following link:

NS

o> ’.‘.: %o
Llhs

The Portal of Commercial Justice System

Kindly note that presenting appropriate and accurate information and
documentation when applying for the commencement of a procedure will
help in enhancing the quality of the bankruptcy procedure, and will save time,
decrease costs, and achieve better benefits for all.

60



https://www.moj.gov.sa/english/pages/default.aspx
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Preparing Information and Documentation

Refer to the Information and Documentation Rules to learn about the
required documents that should accompany the application for the
commencement of bankruptcy procedure. For facilitation, use the following
cards of the commencement of the bankruptcy procedures:

1. Bankruptcy procedure commencement guide cards -submitted by the
creditor-:
« Financial Restructuring Procedure commencement card.
« Small Debtors’ Financial Restructuring Procedure commencement card.
« Liquidation Procedure commencement card.
« Small Debtors’ Liquidation Procedure commencement card.




Determining the Appropriate Bankruptcy Procedure

>

Studying available
procedures

\
®
Upon the outcomes of the previous step, the rights, duties and
legal consequences of each of the available bankruptcy procedures
shall be considered.
. /
Selecting the
most appropriate
procedure
®
Analyzing the outcomes of considering the available procedures and
selecting the most appropriate procedure.
. /
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Determining the Appropriate Bankruptcy Procedure

For determining the bankruptcy procedure that best suits the debtor, the
following should be followed:

Indentifying

available procedures

® For identifying the available bankruptcy procedures for the creditor,
answer the following questions:

(Is there a chance for business viability?)
Financial Restructuring Procedures Liquidation Procedures

v = / v
Is the debt’s value greater =~ Is the debt's value greater
than SAR 2 MM.? than SAR 2 MM.?

[3 4 K 4

v v v v
- Financial - Small Debtors’ Financial - Liquidation - Small Debtors’
Restructuring Restructuring Liquidation
. J

*In general, non-small debtors’ bankruptcy procedures may be commenced even if the
debtor is a small debtor.
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Determining the Appropriate Bankruptcy Procedure

Types of bankruptcy procedures provided
for under the Law:

Financial Restructuring

Financial Small Debtors’ Financial
Restructuring Restructuring

Bankruptcy
Procedures

Liquidation
Liquidation 9

Small Debtors’ Liquidation
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>
Reviewing Bankruptcy Regulatory Framework

For the purpose of this guide, the regulatory framework shall
mean the Bankruptcy Law and its Implementing Regulations,
and the relevant rules and resolutions.

Bankruptcy Regulato
Frzr;yewo%k i The Relevant Laws

Bankruptcy Law

® The Implementing Regulations

® The relevant rules and resolutions

® Information and Documentation Rules

® The Small Debtor’s Criteria

@® The Minimum Amount of Debt

For reviewing all the components and updates of the
bankruptcy regulatory framework, kindly visit the page of laws
and resolutions on the Bankruptcy Commission Website:

https://bankruptcy.gov.sa

65%
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https://bankruptcy.gov.sa/en/LawAndRegulations/Documents/1.pdf
https://bankruptcy.gov.sa/en/LawAndRegulations/Documents/2.pdf
https://bankruptcy.gov.sa/en/LawAndRegulations/Documents/1.pdf
https://bankruptcy.gov.sa/en/LawAndRegulations/Documents/2.pdf
https://bankruptcy.gov.sa/en/LawAndRegulations/BCDecisions/Pages/home.aspx
https://bankruptcy.gov.sa/en/LawAndRegulations/BCDecisions/Pages/home.aspx

Recommendations

Consulting Experts and Specialists

It is recommended to consult experts and specialists such as lawyers, chartered

accountants, and the like, each in its relative competence, in the domains such as:

« Selecting the most appropriate procedure for the debtor.
* Preparing the necessary information and documentation.
» Representation before courts and referring to authorities.

Communication with the Debtor

The active communication with the debtor is essential, starting from getting
prepared for applying to the commencement of bankruptcy procedure till the
issuance of a court judgement terminating such procedure, as a possitive
relationship between both parties play an influential role in the success of the
procedure and maximize the returns for the creditors. For this purpose, the
following should be followed:

» Meeting with the debtor and negotiate settlement opportunities.
» Developing a strategy for communicating with both parties in the
procedure.
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The Guiding Steps for the Commencement

of Bankruptcy Procedures

This guide provides the creditors with the methods of applying
for the commencement of any bankruptcy procedures in four
steps as follows:

Reviewing bankruptcy regulatory
framework

Determining the appropriate

- bankruptcy procedure

Preparing information and
documentation

!

Applying for the commencement

Consulting experts and specialists
Communicating with stakeholders

15 of the procedure
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