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On October 18, 2018, the Verkhovna Rada of Ukraine adopted the Code of Ukraine 

on Bankruptcy Procedures (hereinafter - the Code), one of which is bankruptcy of 

natural persons (consumer bankruptcy). I note that the current Law of Ukraine "On 

restoring the debtor's solvency or recognizing it as a bankrupt" provides for the 

possibility of bankruptcy only for legal entities and individual entrepreneurs. Then, 

under the new Code, it will be possible, so-called, consumer bankruptcy, in other 

words, personal bankruptcy (that is, bankruptcy of individuals on personal 

commitments). The adopted Code will come into force on October 21, 2019, with 

its provisions not providing for a transitional period or a gradual entry into force of 

certain norms. 

In these circumstances, the study of such an important and developed in the 

international legal practice of the Institute as bankruptcy of individuals (personal 

bankruptcy) is becoming especially relevant. 

For Ukraine, bankruptcy of individuals (personal bankruptcy) is a completely new 

institution, with the problems of legal regulation of which our state has not yet faced 

in practice. Therefore, in my opinion, both scientists and practitioners who are 

interested in investigating the institution of bankruptcy of individuals, one should 

turn to the experience of the leading countries of the world that have been used by 

this institution for many years. 

In my opinion, the US experience in the legal regulation of the bankruptcy of 

individuals (personal bankruptcy) is worthy of special attention. After all, in the 

United States in 1984, as a result of the country's largest reform of the relevant 

legislation, the first systematic introduction of a complex of legal remedies for the 

bankruptcy of individuals took place. Thus, the Bankruptcy Code was supplemented 

by a separate section, and today Chapter 13 of the Bankruptcy Code "Debt 

Settlement for Persons with Retirement Income" has become an example for most 

of the world's countries. 
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In this presentation, I briefly focus your attention on certain aspects of bankruptcy 

of individuals (personal bankruptcy) in the United States and Ukraine. 

There are separate Bankruptcy and Court (Bankruptcy Court and jurisdiction) courts 

in the US judicial system. Many procedural and procedural features were formulated 

in the Rules and Forms of Practice and Procedure in Bankruptcy. 

The US Code of Conduct states that a district district court, known as the bankruptcy 

court, is created in each district of the court. For comparison, in Ukraine cases of 

bankruptcy will be considered by commercial courts. That is, special bodies and 

special procedures for recognizing a person as a bankrupt are not available, 

everything is solved within the framework of economic legal proceedings. 

The US has a special body dealing with the administration of insolvency cases, the 

US Trustee, a member of the Ministry of Justice. He also serves as the supervisor 

for the insolvency procedure on behalf of the Attorney General of the United States. 

Its members, federal executives, are federal government employees and appointed 

by the Attorney General. 

In Ukraine, important administrative and executive powers in bankruptcy 

proceedings are assigned to the arbitral tribunal, which effectively ensures the 

implementation of each stage within all bankruptcy procedures. According to the 

current law and the new Code, the arbitral manager is a natural person who carries 

out independent professional activities on the basis of the relevant certificate issued 

by the Ministry of Justice of Ukraine. It is the Ministry of Justice of Ukraine that 

controls the activities of arbitration managers. 

Bankruptcy Code in the United States 

Sections 1, 3 and 5 of the Bankruptcy Code contain "working" material and 

procedural rules that are used in all cases falling within the scope of the Code. These 

norms regulate both the liquidation and the reorganization of the financial condition 

of the debtor. Section 7 is devoted to the procedure of liquidation - realization of the 
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non-released from sale of assets of the debtor to the manager and distribution of the 

proceeds between the creditors in accordance with the queue established by law. 

Section 9 contains regulations on the procedure for restructuring municipal debts. 

Section 11 governs the reorganization procedure applicable to a company in which 

the debtor continues to own and perform any activity, but is required to submit to 

the creditors for consideration a reorganization plan approved by the court. 

Section 12 "Restructuring debt of family farms with stable annual income" 

establishes a simplified reorganization procedure for respective households in which 

the debtor retains his property and is settled with creditors from future earnings. 

Section 13 "Restructuring of the indebtedness of an individual with stable annual 

income" deals with the procedure by which the debtor can save his property, but is 

required to make regular payments to the appointed manager in accordance with the 

plan for debt repayment. In order to qualify for such a procedure, the debtor must 

have a constant annual income, and the amount of the debt must not exceed the 

established limit. 

Thus, the Bankruptcy Code in the United States provides for the plurality of 

procedural possibilities for regulating the insolvency problem depending on the legal 

status of the entity - whether it is an individual, legal or municipal entity, etc. 

The Bankruptcy Code in the United States does not impose direct restrictions on 

citizens on bankruptcy procedures, but is generally used or foreseen in Section 7, 

"liquidation", or established in Section 13 "Restructuring debts for individuals with 

a stable income". The provisions of Section 7, which grant exemption from most 

unsecured debts, are most often applied to individual debtors. 

Discharging (discharged, Article 727 BC) is a court order that provides protection 

from creditors, gives the debtor the right not to pay unsecured debts, forbids creditors 

to demand debt repayment. Such an order may be received by the person once every 

eight years. The bankruptcy procedure is aimed at placing lenders at a level playing 
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field, which is possible only if the debtor fully discloses information about his 

financial status, the availability of property, the size and types of debts. In a 

bankruptcy application, the debtor must include all his / her debts (bankruptcy 

petition), since the debt is not exempted. 

Code of Ukraine on Bankruptcy Procedures 

The peculiarities of proceedings in cases of insolvency of individuals are set forth in 

the Fourth Book of the Code, which is also called: "Restoration of solvency of an 

individual". 

According to this Code, two legal procedures can be applied to a natural person: 

"debt restructuring of a debtor" and "procedure for repayment of debtor debts". 

These legal procedures are considered to be a similar analogy to the procedures 

provided for in the United States, respectively, in Section 13 and Section 7 of the 

Bankruptcy Code. 

In Ukraine, the Code provides that, at the stage of debt restructuring, the debtor will 

implement a plan that will be developed by the arbitration manager (restructuring 

manager) together with the debtor. In the future, the restructuring plan should be 

approved by creditors and approved by the court. 

Under such circumstances, if the lenders do not agree on the restructuring plan, the 

debtor will lose the opportunity to restructure the debt and will be declared bankrupt. 

The Code stipulates that the period of implementation of the restructuring plan can 

not exceed five years, but if they restructure the loan arrears for the purchase of 

housing - ten years. Within this procedure, a moratorium on satisfaction of creditors' 

claims, termination of fines, the term of fulfillment of all monetary obligations is 

considered to have occurred, the realization of part of the debtor's property can be 

carried out by postponement, installment or write-off of debt, change of terms and 

amount of debt, provide for the possibility of repayment of a debt by a third party, 

etc. If the restructuring plan is successfully implemented, the debtor is losing debt, 

and the court closes the case. 
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However, not all debts are subject to restructuring, in particular, it is impossible to 

restructure the arrears of alimony payments, reimbursement of damages caused by 

injury, other damage to health or the death of an individual, and arrears in payment 

of insurance premiums for compulsory state pension and other social insurance. 

If, after 120 days after the opening of the insolvency proceedings, a decision to 

restructure the debt is not taken, or if the debtor fails to comply with the approved 

plan, the individual will be declared bankrupt and the procedure for repayment of 

debts will be initiated, that is, the realization of the property of the bankrupt, which 

is included in the liquidation masses 

In order to ensure fair distribution of the debtor's property among lenders, the 

arbitrator must satisfy the creditor's claims in order of priority, taking into account 

the principle of proportionality. Claims not satisfied because of the insolvency of the 

debtor's property are considered to be redemptive, except for non-negotiable debts 

and other personal claims. 

An individual is a bankruptcy in the United States 

An important aspect is the indication of which particular individual can be declared 

bankrupt, and who and under what conditions is entitled to initiate the bankruptcy 

of individuals. The US Bankruptcy Code states that only a person living, having a 

permanent residence or business in the United States can be identified as a bankrupt, 

that is, a bankrupt can only be considered a person under the jurisdiction of the 

United States. 

This requires verification for relevance (source is old): 

As the actual reason for bankruptcy at the time of filing an application for 

recognition as a bankrupt must be unsecured debt in the amount of 250 thousand 

dollars, that is, a loan not backed by the underlying asset. Such debts are debts on 

a bank card, medical insurance, that is, debts and loans without the requirement of 

collateral. In addition, a debtor must be secured, that is, a debt secured by collateral 

of $ 750 thousand. 
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A natural person is a subject of bankruptcy in Ukraine 

In Ukraine, only the debtor will have the right to apply to the court with a petition 

for the recognition of a natural person, an individual entrepreneur bankrupt (Article 

115 of the Code). To declare a citizen bankrupt can be in the following conditions: 

• the size of the debtor's overdue obligations to the creditor (the creditors) is not less 

than 30 times the minimum wage; 

• the debtor has ceased repayment of loans or other plan payments in the amount of 

more than 50% of monthly payments for each loan and other obligations within 2 

months; 

• a ruling has been passed in the enforcement proceedings concerning the absence 

of property from the physical person, which can be recovered; 

• There are other circumstances that confirm that in the near future the debtor will 

not be able to fulfill its monetary obligations or to carry out ordinary current 

payments (the threat of insolvency). 

 

I emphasize such an element, present in the legislation of the USA and Ukraine, as 

a plan for restructuring debtor debts. 

Debtor Debt Restructuring Plan in US 

The Bankruptcy Code of the United States introduced the debtor's duty to submit a 

debt restructuring plan. During the approval of the plan, the debtor carries out 

payments to creditors through the revenue manager who received during the term of 

the plan. In addition, the period of validity is calculated individually for each person, 

depending on the amount of his earnings. To be discharged, the debtor must make 

all payments provided for by the plan. During the plan, the debtor has immunity 

from litigation, seizure of funds held by third parties, and other actions of creditors 

in recovering debts incurred prior to bankruptcy. The court approves the plan at a 

separate meeting, after which the first payment must be made within 30 days. It 
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should also be emphasized that if within 180 days from the approval of the court 

plan it becomes known that the plan was submitted on the basis of false data, then 

such a plan will be canceled. 

Debtor Debt Restructuring Plan in Ukraine 

The Code of Ukraine on Bankruptcy Procedures, which, as already noted, also 

provides for a plan for restructuring debtors' debts, establishes (Article 124 of the 

Code) that such a plan should contain: 

• information about the circumstances that caused the insolvency of the debtor; 

• Information about court-recognized claims of creditors, indicating their size and 

priority of satisfaction; 

• information on the debtor's property as a result of the actions taken to identify and 

compile a description of the debtor's property (inventory); 

• information on all debtor's income, including the income that the debtor expects to 

receive during the debt restructuring process; 

• the amount of the amount to be allocated monthly to repay the claims of creditors; 

• claims of creditors to the debtor who will be forgiven (written off) in the event of 

a plan for debt restructuring. 

• the amount of the amount that will remain for the debtor on a monthly basis to meet 

household needs, in the amount of at least one living wage for the debtor and for 

every person who is in his possession. 

The satisfaction of claims by creditors is carried out by the arbitration manager in 

proportion to the funds received from the implementation of the restructuring plan, 

as specified in the priority code. 

In general, mechanisms for debt restructuring and restoration of solvency are known 

in practice; their implementation does not require the opening of a bankruptcy 

proceeding if there is a willingness on the part of the parties to agree. 
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If the legislator gives the right to initiate bankruptcy only of the debtor, what purpose 

can the debtor achieve in bankruptcy, which he can not achieve without bankruptcy? 

The most obvious is the debt write-off. If outside the bankruptcy to discharge the 

debt or part of it requires the will of creditors, then in the bankruptcy procedure, the 

will of the creditors is not required (such a write-off is established by law). 

In my opinion, in practice, after the entry into force of the Code of Ukraine on 

bankruptcy procedures, we will encounter the need for continuous improvement of 

the legal regulation of the institution of insolvency (bankruptcy) of individuals. 

The world civilization has worked out the mechanisms by which everyone has the 

opportunity to avoid bankruptcy in the event of a difficult financial situation if he 

behaves in good faith with respect to creditors. It is also beneficial for lenders to 

make certain concessions to the debtor than to spend time and unequal resources in 

search of opportunities to receive at least some funds. One can safely assert that the 

US experience in this issue is an advanced one, which should be the subject of 

studying Ukrainian bankruptcy specialists. 

To sum it up, it should be noted that the emergence in Ukraine of the bankruptcy of 

individuals (personal bankruptcy) is an important step for ensuring economic 

stability of citizens and creditors, however, it is important to prevent its use by 

unscrupulous borrowers. 

 

This can be inserted anywhere in the presentation (you must check): 

US President Donald Trump has used the ability to write off debts of his companies 

several times in his life, and in 1991 he even appeared to be a developer in a step 

towards personal bankruptcy, but was able to overcome all difficulties due to legal 

procedures for settling insolvency. 


