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A Study on the Acceptance Standards for Second-Time
Bankruptcy Reorganization

YANG Lujun

Abstract: The Enterprise Bankruptcy Law has been in effect for nearly 20 years, and debtors
entering reorganization proceedings for a second-time or even multiple times is becoming an
unavoidable problem in practice. The Enterprise Bankruptcy Law simultaneously serves the triple
functions of a comprehensive debt discharge law, a market exit law, and a systemic risk prevention
law. When a debtor resorts to reorganization for a second time, it may give rise to problems such as
undermining the order of comprehensive debt discharge, reducing the efficiency of market exits,
and causing the accumulation of systemic risks. It is therefore truly necessary to devise special
acceptance standards. Drawing on extraterritorial experience and combining it with theoretical
analysis, China should establish the principle of “prohibition in principle, permission by exception”
for accepting second-time reorganizations, and construct a “three-distinction” acceptance standard:
distinguish whether the reorganization plan has been fully executed. If it has been fully executed,
then distinguish between objective circumstances and subjective attitude, examining the objective
feasibility of the debtor’s reorganization as well as the applicant’s subjective intent. If it has not
been fully executed, a more cautious review shall be applied, distinguishing whether there has been
a change in the reorganization circumstances, and the case may be accepted only when a change of
circumstances has occurred.

Keywords: Bankruptcy Reorganization; Second-Time Reorganization; Creditor Protection;

Reorganization Acceptance Standards
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