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The Guiding Steps for the Commencement

of Bankruptcy Procedures

This guide provides the debtors and 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




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:

« Conductingmarket study and examining the internal status ofthe organization.
« Selecting the most appropriate procedure for the debtor.
« Preparing the necessary information and documentation.
» Representation before courts and referring to authorities.

Communication with Stakeholders

The active communication with stakeholders 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 stakeholders
play an influential role in the success of the procedure and the relevant
judgements and decisions. For this purpose, the following should be followed:

* Enumerating the stakeholders such as creditors, owners and the
competent authority (if any).

« Collecting contact details, national address, commercial register, national
ID of each stakeholder as applicable.

» Developing a strategy for communicating with each stakeholder based
on the relationship type and the desired target from such stakeholder in
terms of the bankruptcy procedure.
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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



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
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Determining the Appropriate Bankruptcy Procedure

Types of bankruptcy procedures provided
for under the Law:

Protective Settlement

Small Debtors’ Protective
Settlement

Protective
Settlement

D Financial Restructuring

Bankruptcy il
P roce d ures Restructuring SmaIIRI)eii)rt:crtsl;rFi:;ancial

&

Liquidation
Liquidation

Small Debtors’ Liquidation

Administrative Liquidation



https://bankruptcy.gov.sa/en/Awarenes/Procedures/Pages/P3.aspx
https://bankruptcy.gov.sa/en/Awarenes/Procedures/Pages/P4.aspx
https://bankruptcy.gov.sa/en/Awarenes/Procedures/Pages/P5.aspx
https://bankruptcy.gov.sa/en/Awarenes/Procedures/Pages/P6.aspx
https://bankruptcy.gov.sa/en/Awarenes/Procedures/Pages/P7.aspx
https://bankruptcy.gov.sa/en/Awarenes/Procedures/Pages/P3.aspx
https://bankruptcy.gov.sa/en/Awarenes/Procedures/Pages/P5.aspx
https://bankruptcy.gov.sa/en/Awarenes/Procedures/Pages/P6.aspx
https://bankruptcy.gov.sa/en/Awarenes/Procedures/Pages/P7.aspx
https://bankruptcy.gov.sa/en/Awarenes/Procedures/Pages/P4.aspx
https://bankruptcy.gov.sa/en/Awarenes/Procedures/Pages/P1.aspx
https://bankruptcy.gov.sa/en/Awarenes/Procedures/Pages/P2.aspx
https://bankruptcy.gov.sa/en/Awarenes/Procedures/Pages/P1.aspx
https://bankruptcy.gov.sa/en/Awarenes/Procedures/Pages/P2.aspx
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Determining the Appropriate Bankruptcy Procedure

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

Identifying
available
procedures
\
® For identifying the available bankruptcy procedures for the debtor,
answer the following questions:
(Is there a chance for business viability?)
v -
Protective Settlement or Financial e
. Liquidation Procedures
Restructuring Procedures
¢ = :
Is the debt’s value greater =~ Is the debt's value greater
than SAR 2 MM.? than SAR 2 MM.?
s " e "
v v v v
- Protective - Small Debtors’ - Liquidation - Small Debtors’
Settlement Protective Settlement - . Liquidation
+ Administrative
- Financial - Small Debtors’ Financial Liquidation - Administrative
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

Considering

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.
o %
Studying market and
the internal state of
the organization
\
®
Studying the current market status, supply and demand forecasts, sales,
competitors, cash flows, as well as studying the financial, technical and
administrative position besides the human resources for determining the
needs of the organization to surmount its financial distresses.
o %
Selecting the
most appropriate
procedure
®
Analyzing the outcomes of considering the available procedures in the light
of the needs of the organization to surmount its financial distresses and to
select the most appropriate procedure.
o %




-
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
debtor:
« Protective Settlement Procedure commencement card.
Small Debtors’ Protective Settlement Procedure commencement card.
Financial Restructuring Procedure commencement card.
Small Debtors’ Financial Restructuring Procedure commencement card.

Liquidation Procedure commencement card.
Small Debtors’ Liquidation Procedure commencement card.

Administrative Liquidation Procedure commencement card.

10
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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.

M



https://www.moj.gov.sa/english/pages/default.aspx




Cards of the
Commencement of
Bankruptcy Procedures

Guiding forms for fulfilling the
requirements set forth in the Information

and Documentation Rules



Protective Settlement Procedure Commencement Card
Submitted by the Debtor J| |._|!

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

Bankruptcy Commission il oylaial

A brief description of the business and a copy of its license, if any; and a copy of the corporate
debtor’s articles and memorandum of association, and amendments of each of them, if any

A proof that the distressed, bankrupt, insolvent or is likely to suffer financial distress.
The financial information of the debtor provided that such information shall include the following:

O A brief description of the debtor’s financial position during the (twenty-four) months
preceding the application and the effects of the economic situation thereon

(O The financial statements in case the debtor is a corporate person, for the past (two)
fiscal years preceding the application

O The financial statements in case the debtor is a natural person, if previously prepared,
for the past (two) fiscal years preceding the application

C] A list of the debts owed by the debtor provided that such a list shall be made a month
before submitting the request and shall include the following:

(O Each debt's value, origin and due date, and the supporting documents
(O Each creditor's name, number of identity card or commercial registration, address and contacts
(O A statement of the secured debts and the security type

Cj The debtor’s list of assets and an evaluation of the aggregate value thereof, provided that
it shall be prepared no later than (one month) before the date of submitting the application

8 The data of the debtor’s personnel and the total of their monthly wages and salaries

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

()
J

A statement of the lawsuits, legal proceedings, judgments and executive deeds related
to the debtor, and the supporting documents

An acknowledgement from the debtor of not being subject to any protective settlement
procedure or small debtors’ protective settlement procedure over the twelve (12) months
preceding this application, and a statement from the bankruptcy register to prove this

()
N\

The proposal, annotated by a officeholder, whose name is enlisted in the officeholders
list, indicating that the proposal is fulfilling the required information and documentation*

*Kindly review the officeholder’s annotation on the proposal in the Protective Settlement Procedure.

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

Articles 13,14 and 15 Articles 4,16, and 32 Articles 4,5,and 9

14




*Small Debtors’ Protective Settlement Procedure

Commencement Card Syl
Submitted by the Debtor P <qE| SA"R‘
A guiding card for fulfilling the requirements set forth in the Information and Documentation Rules sankruptey Commission wllsylaia

Ve

Cj The decision form for the commencement of the small debtors' protective procedure
approved by the Bankruptcy Commission

C] A copy of the small debtor's ID if he is a natural person, or the commercial register of the
debtor if it is an organization or a company (corporate person)

A copy of the decision maker's ID

A copy of the deeds giving power and capacity to the decision maker

A copy of the power of attorney or the memorandum of association (if any)
A copy of the document verifying the cause of commencing the procedure
A copy of the document that verifies meeting the small debtors' criteria

A copy of the proposal referred to under Article 129 of the Law

J

*The small debtor shall deposit the decision for the commencement of the procedure in the Bankruptcy

Register, and may not apply for the commencement of the procedure at the competent court.

It is_recommende(_i to Bankruptcy The Implementing
review the following Law Regulations

Articles 128, and 129 Articles 16

15




Financial Restructuring Procedure Commencement Card
Submitted by the Debtor JI ”!

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

Bankruptcy Commission il oylaial

A brief description of the business and a copy of its license, if any; and a copy of the corporate
debtor’s articles and memorandum of association, and amendments of each of them, if any

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

The financial information of the debtor provided that such information shall include the following:

(O A brief description of the debtor’s financial position during the (twenty-four) months
preceding the application and the effects of the economic situation thereon

The financial statements in case the debtor is a corporate person, for the past (two)
fiscal years preceding the application

O The financial statements in case the debtor is a natural person, if previously prepared,
for the past (two) fiscal years preceding the application

Cj A list of the debts owed by the debtor provided that such a list shall be made a month
before submitting the request and shall include the following:

(O Each debt’s value, origin and due date, and the supporting documents
O Each creditor's name, number of identity card or commercial registration, address and contacts

O A statement of the secured debts and the security type

The debtor’s list of assets and an evaluation of the aggregate value thereof, provided that
it shall be prepared no later than (one month) before the date of submitting the application

The data of the debtor’s personnel and the total of their monthly wages and salaries

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
j of the specified period according to the provisions of paragraph (3) of Article (3) of the Law

()

A statement of the lawsuits, legal proceedings, judgments and executive deeds related
to the debtor, and the supporting documents

()
N

An acknowledgement of the debtor affirming that the debtor has not been subject to any
financial restructuring procedure, or small debtors’ financial restructuring procedure, during
the twelve (12) months preceding the application, and a statement issued from the bankruptcy
register indicating the same

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

Articles 42,43 and 47 Articles 4 Articles 4,5, and 10

16




Small Debtors’ Financial Restructuring Procedure

Commencement Card | |
Debtor's Decision Judicial Depository - Submitted by the Officeholder p éISA“Fi
A guiding card for fulfilling the requirements set forth in the Information and Documentation Rules Bankruptey Commission wsil 5l a—ia )

A proof of the agreement between the small debtor, or the competent authority, and the officeholder

The decision of the small debtor or the competent authority to commence small debtors’
financial restructuring procedure

A brief description of the business and a copy of its license, if any; and a copy of the corporate
debtor’s articles and memorandum of association, and amendments of each of them, if any

A proofthat the debtoris distressed, bankrupt, insolvent or is likely to suffer financial distress.
Thefinancial information of the debtor provided that such information shall include the following:

(O A brief description of the debtor’s financial position during the (twenty-four) months
preceding the application and the effects of the economic situation thereon

(O The financial statements in case the debtor is a corporate person, for the past (two)
fiscal years preceding the application

(O The financial statements in case the debtor is a natural person, if previously prepared,
for the past (two) fiscal years preceding the application

C] A list of the debts owed by the debtor provided that such a list shall be made a month

before submitting the request and shall include the following:

(O Each debt’s value, origin and due date, and the supporting documents
(O Eachcreditor's name, number of identity card or commercial registration, address and contacts
(O A statement of the secured debts and the security type

C] The debtor’s list of assets and an evaluation of the aggregate value thereof, provided that
it shall be prepared no later than (one month) before the date of submitting the application

C] The data of the debtor’s personnel and the total of their monthly wages and salaries

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

C] A statement of the lawsuits, legal proceedings, judgments and executive deeds related
to the debtor, and the supporting documents

Cj An acknowledgement of the debtor affirming that the debtor has not been subject to any
financial restructuring procedure, or small debtors’ financial restructuring procedure, during
the twelve (12) months preceding the application, and a statement issued from the bankruptcy
register indicating the same

Itis recommended to Bankruptcy The Implementing Information and
review the following Law Regulations Documentation Rules
Articles 144,145,146, and Articles 4, 62 Articles 4, 5,13
148

17




Liquidation Procedure Commencement Card
Submitted by the Debtor

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

P NEISAR

Bankruptcy Commission il oylaial

A brief description of the business and a copy of its license, if any; and a copy of the corporate
debtor’s articles and memorandum of association, and amendments of each of them, if any

A proof that the debtor is bankrupt or is financially distressd

The financial information of the debtor provided that such information shall include the following:

(O A brief description of the debtor’s financial position during the (twenty-four) months preceding
the application and the effects of the economic situation thereon

QO The financial statements in case the debtor is a corporate person, for the past (two) fiscal years
preceding the application

(O The financial statements in case the debtor is a natural person, if previously prepared, for the
past (two) fiscal years preceding the application

Cj A list of the debts owed by the debtor provided that such a list shall be made a month before
submitting the request and shall include the following:

(O Each debt’s value, origin and due date, and the supporting documents
O Each creditor's name, number of identity card or commercial registration, address and contacts
O A statement of the secured debts and the security type

The debtor’s list of assets and an evaluation of the aggregate value thereof, provided that it
shall be prepared no later than (one month) before the date of submitting the application

The data of the debtor’s personnel and the total of their monthly wages and salaries

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 statement of the lawsuits, legal proceedings, judgments and executive deeds related to the
debtor, and the supporting documents

Evidence of the likelihood of the debtor’s inability to continue his business, with an indication
of the impact of any pandemics, emergency circumstances, or lawsuits on its financial position
and the possibility of continuing the activity when this effect ceases to exist

Cj A statement of any of the following actions taken by the debtor during the (twenty-four) months
- prior to submitting the application - with any party:
(O Assigning, in whole or in part, any of its assets, rights, or securities provided thereto
(O Concluding a transaction without or at a consideration less than the fair value
(O Concluding a transaction that includes settling debts before their maturity dates or settling them unfairly
(O Providing securities to debts before evidencing that he is so indebted
O Discharging its debtor, in whole or in part, of a debt owed thereto

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

Articles 92,93, and 99 Articles 4 Articles 4,5, and 6
18
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Small Debtors’ Liquidation Procedure Commencement
Card

Debtor's Decision Judicial Depository - Submitted by the Officeholder

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

> EISAR

Bankruptcy Commission wuil_sJl&_ia)

A proof of the agreement between the small debtor, or the competent authority, and the officeholder
The decision of the small debtor to commence small debtors’ liquidation procedure

A brief description of the business and a copy of its license, if any

A proof that the debtor is bankrupt or financially distressed

The financial information of the debtor provided that such information shall include the following:

A brief description of the debtor’s financial position during the (twenty-four) months preceding
the application and the effects of the economic situation thereon

(O The financial statements in case the debtor is a corporate person, for the past (two) fiscal years
preceding the application

(O The financial statements in case the debtor is a natural person, if previously prepared, for the
past (two) fiscal years preceding the application

C] A list of the debts owed by the debtor provided that such a list shall be made a month before
submitting the request and shall include the following:
O Each debt'’s value, origin and due date, and the supporting documents
(O Each creditor’'s name, number of identity card or commercial registration, address and contacts
(O A statement of the secured debts and the security type

The debtor’s list of assets and an evaluation of the aggregate value thereof, provided that it
shall be prepared no later than (one month) before the date of submitting the application

The data of the debtor’s personnel and the total of their monthly wages and salaries

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 statement of the lawsuits, legal proceedings, judgments and executive deeds related to the
debtor, and the supporting documents

Evidence of the likelihood of the debtor’s inability to continue his business, with an indication
of the impact of any pandemics, emergency circumstances, or lawsuits on its financial position
and the possibility of continuing the activity when this effect ceases to exist

C] A statement of any of the following actions taken by the debtor during the (twenty-four) months
- prior to submitting the application - with any party:
(O Assigning, in whole or in part, any of its assets, rights, or securities provided thereto
(O Concluding a transaction without or at a consideration less than the fair value
(O Concluding a transaction that includes settling debts before their maturity dates or settling them unfairly
(O Providing securities to debts before evidencing that he is so indebted
(O Discharging its debtor, in whole or in part, of a debt owed thereto

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

Articles 145,146, 162, 163, Articles 4, and 67 Articles 4,5, 6,and 13
and 166

19




Administrative Liquidation Procedure Commencement
Card

Submitted by the Debtor > EISAR

Bankruptcy Commission il oylaial

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

A brief description of the business and a copy of its license, if any; and a copy of the corporate
debtor’s articles and memorandum of association, and amendments of each of them, if any

A proof that the debtor is bankrupt or is financially distressd

The financial information of the debtor provided that such information shall include the following:

(O A brief description of the debtor’s financial position during the (twenty-four) months preceding
the application and the effects of the economic situation thereon

O The financial statements in case the debtor is a corporate person, for the past (two) fiscal years
preceding the application

(O The financial statements in case the debtor is a natural person, if previously prepared, for the
past (two) fiscal years preceding the application

Cj A list of the debts owed by the debtor provided that such a list shall be made a month before
submitting the request and shall include the following:

(O Each debt’s value, origin and due date, and the supporting documents
O Each creditor’'s name, number of identity card or commercial registration, address and contacts

O A statement of the secured debts and the security type.

The debtor’s list of assets and an evaluation of the aggregate value thereof, provided that it
shall be prepared no later than (one month) before the date of submitting the application

The data of the debtor’s personnel and the total of their monthly wages and salaries

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 statement of the lawsuits, legal proceedings, judgments and executive deeds related to the
debtor, and the supporting documents

Evidence of the likelihood of the debtor’s inability to continue his business, with an indication
of the impact of any pandemics, emergency circumstances, or lawsuits on its financial position
and the possibility of continuing the activity when this effect ceases to exist

Cj A statement of any of the following actions taken by the debtor during the (twenty-four) months
- prior to submitting the application - with any party:
(O Assigning, in whole or in part, any of its assets, rights, or securities provided thereto
(O Concluding a transaction without or at a consideration less than the fair value
(O Concluding a transaction that includes settling debts before their maturity dates or settling them unfairly
(O Providing securities to debts before evidencing that he is so indebted
(O Discharging its debtor, in whole or in part, of a debt owed thereto

& J
It is recommended to Bankruptcy The Implementing Information and
review the following Law Regulations Documentation Rules

Articles 168 and 170 Articles 4 Articles 4, 6,and 12

20







Annex
Frequently asked questions
regarding creditor’s rights in

bankruptcy procedures






Frequently Asked Questions

Can the debtor apply for the commencement of
any of the bankruptcy procedures?

Does the debtor have any other way to
commence any bankruptcy procedure instead of
filing an application to the court?

Can the debtor request to summon anyone who
has any information or documents to attend the
hearing for the commencement of the procedure?

Can the debtor object to the court’s ruling on the
commencement of any bankruptcy procedure by
his creditors or a relevant authority?

What is moratorium? Whats its impact
on the debtor?

Does the debtor have the right to manage his
business activity after the bankruptcy procedures
have commenced?

Is the debtor entitled to object to officeholders
managment or supervision of the procedure?

24




Is the debtor entitled to object to Bankruptcy

08 Commissionss managment or supervision of the

procedure?

Can the debtor ask the officeholder or the
Bankruptcy Commission to share the information
and documents they have relating to the procedure?

What are the debtor’s duties in relation to the
disclosure of bankruptcy assets in financial
restructuring and liquidation procedures?

To what extent is it mandatory to implement the
plans of the protective settlement or financial
restructuring procedures?

Can the debtor keep any bankruptcy assets
after commencing bankruptcy procedure?

What is the effect of terminating any
liquidation procedure on the debtor? and is
there a difference between a natural debtor

and a corporate debtor?

25




>

Can the debtor apply for the commencement of any of the
bankruptcy procedures?

Yes, the debtor can apply for the commencement of the following
bankruptcy procedures: protective settlement, financial restructuring,
liquidation, or administrative liquidation. The court can commence any
of these procedures if the regulatory rules have been met.

Guide manuel: download

It is recommended to Bankruptcy Law
review the following

Articles 3,5,and 9

T

26
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https://bankruptcy.gov.sa/en/KnowledgeCenter/Publications/Documents/Guide%20to%20the%20Commencement%20of%20Bankruptcy%20Procedures.pdf

>

Does the debtor have any other way to commence any
bankruptcy procedure instead of filing an application to
the court?

Yes, the debtor has the right to commence small debtors’ protective
settlement, issue a decision to commence small debtor’'s financial
restructuring procedure, and work with the financial restructuring
officeholder on judicial depository in accordance with the provisions of
the Law.

Guide form: Application for Small Debtors’ Protective Settlement

Guide form: Application for Small Debtors’ Financial Restructuring

Guide form: Application for Small Debtors’ Liquidation

It is recommended to
Bankruptcy Law
review the following picy
Articles 6,7,and 8

27



https://bankruptcy.gov.sa/ar/Eservices/EForms/Documents/3.docx
https://bankruptcy.gov.sa/ar/Eservices/EForms/Documents/4.docx
https://bankruptcy.gov.sa/ar/Eservices/EForms/Documents/2.docx

>

Can the debtor request to summon anyone who has any
information or documents to attend the hearing for the
commencement of the procedure?

Yes, the debtor has the right to request to summon anyone who has any
information or documents to attend the hearing forthe commencement
of the procedure, the summoned person has to provide the court
with the information or documents required during a specific period
determined by the court.

Bankruptcy Law

It is recommended to
review the following
Articles 15, 48, 126, 159,

and 166

Né 28
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Can the debtor object to the court’s ruling on the
commencement of any bankruptcy procedure by his
creditors or a relevant authority?

Yes, the debtor has the right to object before the Court of Appeal on the
commencement of a bankruptcy procedure that has been requested
by others. After the debtor objects to the commencement of any of the
liquidation procedures, the debtor has the right to apply for any other
bankruptcy procedure if they meet the requirements.

Bankruptcy Law

Articles 44,1/95, 4/145,
166, and 2/168

It is recommended to
review the following

29
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What is moratorium? What's its impact on the debtor?

Moratorium means suspending the right to take or continue any
procedure or action or to file or continue any claim against the debtor,
the assets, or the guarantor of the debtors debts under the provisions
of the Law. Moratorium aims to give the debtor time to prepare and
negotiate with creditors in the protective settlement and financial
restructuring procedures, as well as to preserve creditors> rights in
liquidation procedures by protecting the debtons assets. This means
the implementation of these provisions, decisions, and orders issued
against the debtor by the Enforcement Court or any judicial or semi-
judicial authorities will be suspended, as well as the rights of other
parties to commence or continue any procedures against the debtor or
theirasset. such asfilling lawsuits or continue to look into their case, this
does not include the decisions issued prior to the moratorium such as
attachment of the assets or preventing the disposal thereof or banning
travel unless the court, with which the procedure commencement
request is registered, decides otherwise.

21 (EEEG Ee i Bankruptcy Law Rules Governing Bankruptcy Procedures
SR eiolonin: Article 1 in Commercial Courts
rtacie

Article 10/1

— 30
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Does the debtor have the right to manage his business
activity after the bankruptcy procedures have
commenced?

The debtor is allowed to manage the activity in both the protective
settlement and financial restructuring procedures. In the protective
settlement procedures, the management is entirely run by the debtor,
whileinthefinancialrestructuring procedures,thedebtor'smanagement
of the activity and the implementation of the financial restructuring plan
has to be under the supervision of the officeholder appointed by the
court. The debtor is prohibited from carrying out certain actions unless
he acquires a written consent from the officeholder in accordance with
the provisions of the regulations. in certain situations, the debtor can be
banned from running business activities in the financial restructuring
procedure in accordance with Article 69 of the Bankruptcy Law.

In the liquidation procedures, the debtor is banned from managing
his business activities immediately after the appointment of the
officeholder or the Bankruptcy Commission - depending on the type
of procedure- any disposition of any of the bankruptcy assets by the
debtor after the appointment of the officeholder shall be deemed null
and could lead to penalties stipulated in the Law. The officeholder shall
notify the debtor of any summons, notice, or order concerning him
issued by the court or any other competent authority.

It is recommended to
Bankruptcy Law
review the following pcy
Articles 1, 69, 70, 85, 100,

159,166, 171, 200, and 203
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Is the debtor entitled to object to officeholdens
managment or supervision of the procedure?

Yes, the debtor has the right to object to any action or decision made
by the officeholder under the provisions of the Regulations within
(fourteen) days of the date of the decision or action, unless otherwise
provided for.

Guide form: download

It is recommended to Bankruptcy Law
review the following

>

Articles 215

32



https://bankruptcy.gov.sa/ar/Eservices/EForms/Documents/19-20.docx

>

Is the debtor entitled to object to Bankruptcy
Commission>s managment or supervision of the
procedure?

Yes, the debtor has the right to object to any action or decision made
by the Bankruptcy Commission under the provisions of the Regulations
within (fourteen) days of the date of the decision or action, unless
otherwise provided.

Guide form: download

It is recommended to Bankruptcy Law
review the following

Article 216
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Can the debtor ask the officeholder or the Bankruptcy
Commission to share the information and documents they
have relating to the procedure?

Yes, the debtor has the right to ask the officeholder or the Bankruptcy
Commission to view any of the information or documents relating to the
procedure unless the officeholder, the Bankruptcy Commission, or the
competent authority decides that it is confidential for reasons relating
to the preservation of the bankruptcy assets or to the continuation
of the procedure or activity supervised by the competent authority.
If the officeholder decides that the information and documents are
confidential he can object before the court about the decision.

It is recommended to Implementing
review the following Regulations

Articles 215

— 34
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What are the debtons duties in relation to the disclosure
of bankruptcy assets in financial restructuring and
liquidation procedures

The debtor must disclose -depending on the type of procedure- the
bankruptcy assets that includes the debtor’s assets on the date of the
commencement of any bankruptcy procedure orduring the continuation
of any of them, such as the related information, documents, and licenses
relating to the debtor’s business activity so that the officeholder or the
Bankruptcy Commission can prepare an asset inventory.

Concealing or providing misleading or incorrect information about
bankruptcy assets or the debtor's assets to the officeholder, the
Bankruptcy Commission, or the Court is considered a crime under the
Bankruptcy Law.

It is recommended to Bankruptcy Law
review the following
Articles 1,59, 126, 159, 166,

177,201, and 203
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To what extent is it mandatory to implement the plans
of the protective settlement or financial restructuring
procedures?

The plan of the protective Settlement or the financial restructuring
procedures is binding to the creditors, the debtor, and the owner.
The debtor has to implement it based on the court>s confirmation and
continue the procedures that are required by the relevant regulations.

In financial restructuring procedures, the debtor is obliged to submit a
report to the officeholder regarding the progress of the implementation
of the plan at the end of every three months, which must indicate the
progress and the difficulties they face as well as the financial statements,
if they face an obstacle during the implementation of the plan, the
officeholder must submit to the court for consideration. The plan can
be amended based on the request of the debtor or the officeholder
if they face any of the stipulated amendment cases or an occurrence
of a compelling event that affects the implementation of the plan or
an amendment proposal proposed by creditors that represent more
than 50% of the debt in the plan, or if they agreed on the amendment
request made by the debtor. The amendment should be submitted
and voted on by creditors and owners in accordance with the voting
provisions of the original proposal.

Itis recommended to Bankruptcy Law The Implementing
review the following Requlations
Articles 37,84, 91,136, and 9
155 Articles 31 and 47
36
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Can the debtor keep any bankruptcy assets after
commencing bankruptcy procedure?

Yes, in procedures such as financial restructuring, small debtors’
financial restructuring, liquidation, and small debtors’ liquidation the
natural debtor can keep enough assets to support themselves and
their dependents. The court decides what is sufficient for the debtor
based on the officeholder’s proposal, while the debtor has to help the
officeholder with assessing the assets to estimate what he can keep.

It is'recommendec'i to Bankruptcy Law
review the following
Articles 66,102, 159, and

166
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What is the effect of terminating any liquidation procedure
on the debtor? and is there a difference between a natural
debtor and a corporate debtor?

The effect of terminating any liquidation procedure depends on the
status ofthe debtor, the dissolution of corporate debtor occurs when the
officeholder submits an application to the court and the debtors name
will be removed from the commercial register. As for the natural debtor
who has remaining debt is considered bankrupt (for 24 months), the
debtor can engage in business, professional or profit-making activities
after his/her name have been removed from the bankruptcy register.
However when the debtor starts engaging in any of these activities
the creditors must be informed. If he/she earns any money during this
period, the court must be informed so the court can distribute that
money as stipulated in the Law, and if the debtor does not inform the
court, creditors have the right to submit an application to the court
demanding the distribution of the money.

il ool e Bankruptcy Law The Implementing
review the following Regulations
Articles 121,122,125, 165, 9
166, 179, 181 Articles 21
38
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