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[Session 3] Cross-border insolvency - Hypothetical Case

D, the debtor, who lived and ran a business in the United States, filed for corporate reorgani-
zation proceedings under the Chapter 11 of the U.S. Bankruptcy Code. The bankruptcy court
confirmed the reorganization plan. C1, a citizen of your country, had claims against D.
Though C1 was informed of the commencement of the Chapter 11 proceedings and the pro-
cedure for filing claims, C1 did not file its claims with the U.S. bankruptcy court. C1’s claims
were not reflected in the reorganization plan and D was discharged from its obligations
against C1. D owns property located in your country. C1 prepares to file for straight bank-

ruptcy proceedings in your country.

1. Does your country have a procedure by which it recognizes a judgment of a foreign court?
If so, is there a separate procedure by which a court in your country recognizes foreign insol-
vency proceedings? Does such recognition require that there be a treaty between your country

and U.S. regarding the recognition of judgments rendered by each other’s courts?

2. Will your country’s courts render a decision to allow commencement of the bankruptcy

procedure filed by C1 based on its claims against D?

3. Must the trustee or the DIP in the Chapter 11 proceedings against D obtain a separate court
decision in order to participate in the bankruptcy proceeding against D in your country as a

party in interest?



4. Does the trustee or the DIP in the Chapter 11 proceedings against D have the right to man-
age or dispose of D’s property located in your country? Is a separate trial necessary to exer-
cise such right? Or is an order for relief necessary to obtain the right to manage or dispose of

D’s property located in your country?

5. How do your country’s courts coordinate U.S. Chapter 11 proceedings and the bankruptcy

procedure of your country?

6. C2, the citizen of a third country, entered into a transportation contract providing that any
dispute related to that contract shall be settled by arbitration in your country. Should C2 pur-
sue arbitration first or claim allowance proceedings before the bankruptcy court in order to

participate in the bankruptcy proceedings?
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