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R E S T R U C T U R I N G  &  I N S O L V E N C Y  P R A C T I C E  

 
New consolidated Insolvency draft law to be 

presented shortly to the parliament in Greece  

BY KO NST ANT INOS I SSAIAS ,  Z AP HI RENIA  T HEDO R AK I ,  DE SPI NA KO RO VESI  

 

Following preparation during the last several 

months, a new draft bill has been put in public 

consultation earlier in September 2020: 

1. New Insolvency Code: The “Code for the 

Settlement of Debts and the Provision of a 

Second Chance” as the draft law is titled, 

consolidates all provisions of law on all 

insolvency and pre-insolvency procedures 

concerning natural persons and companies. 

An important change introduced is that 

except those having the legal status of a 

“merchant” (i.e. individual businessmen, 

commercial companies), also private 

individuals who face financial difficulties in 

settling private debt will be able to benefit 

from its provisions. 

 
2. Consolidation: The effort towards the 

consolidation and codification of all 

statutory regulations concerning insolvency 

and debt settlement and the inclusion of 

the relevant provisions on private 

individuals in one single text is certainly 

very positive. The abandonment of the 

fragmentary use of multiple systems of law 

under the current regime (as an example, 

one of the important insolvency legal tools, 

the so-called “special administration”, 

which is a form of pre-insolvency special 

liquidation of the business or assets of a 

company, is regulated outside the current 

Greek Bankruptcy Code) will lead to the 

improvement of the systematic 

interpretation of such provisions by 

jurisprudence of the Courts. 

 
3. Objective tests: The introduction of 

objective tests (criteria) in order to verify 

the existence of the “suspension of 

payments”, which is a necessary condition 

for bankruptcy under the Greek 

Bankruptcy Code, had gained support in 

discussions concerning the required 

changes. The present regime left wider 

discretionary powers to the Courts to 

decide when insolvency has taken place; 

however, at the same time, the absence of 

a concrete (measurable) test was viewed 

as an inherent ambiguity, often motivating 

the various stakeholders (management, 

shareholders, creditors) to postpone 

difficult decisions for the future and 

prolonging the life of businesses which had 

long-ago reached the “point of no-return”. 
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The enhancement of the provisions on 

directors’ liability for delaying bankruptcy, 

as well as the parallel encouragement of 

pre-insolvency work-outs and restructuring 

as an alternative or preventive procedure 

as compared to (ordinary) bankruptcy, 

could lead to the reduction of the number 

of distressed companies (“zombies”) who 

only stayed afloat at the expense of their 

creditors/ associates and the economy, in 

general. The draft bill introduces a legal 

presumption that the “cessation of 

payments” is considered present where 

40% of the debts to certain important 

creditors (the Greek State, social security 

funds, credit institutions) remain due for a 

period of over six (6) months, provided 

that (each) non-performing liability 

exceeds the amount of EUR 30,000. 

Further discussion in relation to the 

specific limits (time - quantitative) is not 

excluded, since there can be arguments to 

different directions and the balance 

between the relevant parameters 

(percentage of debts concerning certain 

creditors, specific timeframe) is not easy.  

 
4. Electronic Register: The formation of an 

Electronic Solvency Register, if it could 

soon be realized, shall bring Greece to the 

forefront along with other European states 

that already use relevant systems, 

following requirements dictated by 

European legislation. It should be noted 

that the utilization of the register will 

concern, not only the basic information of 

the interested parties and the 

communication between the actors of the 

relevant procedures, but also the 

enactment of the procedural acts (filings of 

applications, lodging of claims, voting of 

the creditors’ assembly etc.) and among 

others the publication and announcement 

of decisions of the court. The expected 

benefits, following the adoption of the 

register, become even more relevant at the 

present time, where, under the current 

circumstances of the COVID-19 pandemic, 

the necessity of the remote operation of 

judicial and other relevant procedures was 

strongly illustrated. A regular reassessment 

after the register is put in operation will be 

recommended with the view to the 

inclusion of as many judicial insolvency 

actions as possible, which simultaneously 

will lead to a gradual decongestion of the 

Courts’ operations for the respective acts 

and to saving of time and working hours of 

the actors of insolvency and their advisers. 

The reassessment of the inclusion to such 

register and/or its interconnectivity with a 

future register of pledges and collaterals 

will continue to be a pressing demand, 

since it was estimated that the 

consolidation of the relevant systems 

(which are based on various different laws) 

was a highly complicated task which is not 

presently mature. 
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