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Abstract

After becoming independent it was necessary to
restructure the complete economic system of the coun-
try and reorient it to the market relations both in Lithu-
ania and Kyrgyz Republic. At this stage such phenomena
as setbacks in industry, economic crisis and absence of in-
vestments and stiffening of money-and-credit relations are
inherent to the economy. Under the circumstances, enter-
prises in default (bankrupt) are inevitable. Due to it it be-
comes necessary to establish and develop bankruptcy in-
stitutions. In its turn bankruptcy institutions provide not
only for writing of legislative acts but also for involving
of relevant government authorities working with bankrupt
enterprises. As for the matter of controlling bankrupt en-
terprises, Lithuania succeeded more than Kyrgyz Repub-
lic, what is proved by the statistic data. Therefore Kyrgyz-
stan may adopt the experience of Lithuania and improve
operation of bankruptcy institutions.

Keywords: enterprise bankruptcy, bankruptcy law,
bankruptcy institution, enterprise bankruptcy statistics,
bankruptcy risk, bankruptcy prevention.

1. Introduction

A bankruptcy institution is the most impor-
tant element of the market economy mechanism. It
is destined for a voluntary and compulsory liquida-
tion of insolvent legal entities, individual entrepre-
neurs, when their measures on prevention of bank-
ruptcy, execution of pre-judicial restructuring or su-
pervision or external management fail to ensure a
necessary level of the organization’s solvency. Be-
sides that a bankruptcy institution serves as a power-
ful stimulus for effective work of business organiza-
tions, by simultaneously guaranteeing economic in-
terests of creditors as well as of the government as a
general market regulator.

In practice bankruptcy laws initially developed
in two different directions. One of them is based on
the principles of the British model, which considered
bankruptcy as a way of repaying debts to creditors fol-
lowed by liquidation of the debtor-defaulter (Levin-
thal, 1919). The American model provides another
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origin. The primary purpose of laws is to rehabili-
tate the company, restore its solvency (Skeel, 2001).
However, in the last decades they both seem to draw
towards saving the business in order to achieve sta-
bility of a socio- economic situation at different lev-
els of society, as many research note. It is confirmed
by research conducted under the sponsorship of the
Trade and Development Conference of UN (UNC-
TAD), which showed that almost all countries of the
world use such bankruptcy proceedings as liquidation
of the company through clearance sale of its property
and distribution of proceeds between creditors. How-
ever, problems originating due to such measures de-
termined transition of the majority of countries to im-
plement reorganization schemes instead of liquida-
tion procedures (Lopez-de-Silanes, 2002).

A bankruptcy institution originated from the re-
lationships of the debtor and its creditors and is based
on these relationships, but it outgrew this level in the
course of its development and cannot be viewed only
from the economic and legal points of view, indepen-
dently from social, political, organizational and mor-
al issues.

One may trace the history of the development
of the relationship between the debtor and creditors
back to the time of a primitive society and slave-
owning states, when they applied such punishments
to the debtor incapable to repay its debts as a physi-
cal abuse, putting into a debt pit, expulsion from the
community and enthrallment (Kpamennnuukosa,
JKunkoa, 1997).

As far as trade developed and economic rela-
tions became complicated, a bankruptcy institution
as an independent element of the system of debtors
and creditors relationship in the field of commercial
activities appeared.

Due to the development of the system that reg-
ulates relationships of debtors and creditors in coun-
tries with a developed market economy, a bankruptcy
institution has formed, that can be described by the
following characteristics:



Priority of the public interest in whole
against the interests of the debtor or certain
creditors;

Balance of protection of creditors, debtors,
workers and other interested persons;
Focus on providing the company with the
opportunity to carry out its activity further
in order to preserve jobs and protect invest-
ments, but not its winding-up;

Protection and ensuring appreciation of
debtor’s assets;

Using a bankruptcy institution for both le-
gal entities subjected to reorganization and
liquidation proceedings and individuals,
who become out of debt after debt restruc-
turing.

Currently they are succeeding in changing in-
efficient owners, saving socially significant and po-
tentially profitable work and vice versa. Reorienta-
tion of loss-making enterprises, ensuring stability of
property relations and guaranteeing workers employ-
ment.

A bankruptcy institution has recently start-
ed working in Lithuania and Kyrgyz Republic (only
since independence). Therefore, there are shortcom-
ings in this sphere, which should be eliminated with
the development of the countries’ economies. Never-
theless, the bankruptcy institute of Lithuania is more
improved than of Kyrgyz Republic and the advantag-
es of the Lithuanian experience can be introduced in
the work of the Kyrgyzstan bankruptcy institution.

In the past years Lithuanian scientists have
been paying much attention to research on bank-
ruptcy. There have been especially many research on
bankruptcy prediction in enterprises and commercial
banks (Virbikaite, Berzinskiene, 2006; Stundziene,
Boguslauskas, 2006, Garskaite, 2008, Podviez-
ko, Ginevicius, 2010, Ginevicius, Podviezko, 2011,
Brauers et al., 2012 etc.). But there have been no such
research in Kyrgyz Republic.

This study analyses the bankruptcy institution
of Lithuania and Kyrgyz Republic and performs com-
parative analysis of statistical data in these two coun-
tries. Moreover, the work states the advantages of the
Lithuanian bankruptcy institution, which might be
applied to Kyrgyz Republic.

Research aim: to analyze the Lithuanian bank-
ruptey institution in order to apply experience of this
country for improvement of the work of the bank-
ruptcy institute in Kyrgyz Republic.

Research object:

1. Bankruptcy institute of Lithuania and Kyr-
gyz Republic.

2. Bankruptcy institutions in Lithuania

The law of the Republic of Lithuania on cor-
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porate bankruptcy passed within a relatively short pe-
riod of time “survived” as three main editions and
amendments (Garskiene, Garskaite, 2003). On 15
September 1992 the Supreme Council of the Re-
public of Lithuania passed the first bankruptcy law,
the Law on Enterprise Bankruptcy of the Republic
of Lithuania. The Law was replaced by the Law on
Enterprise Bankruptcy of the Republic of Lithuania
enacted by the Seimas on 17 June 1997. The latter,
after several revisions as well as some inconsisten-
cies with the practice of Lithuanian courts, was re-
placed on 20 March 2001 by a completely new Law
on Enterprise Bankruptcy of the Republic of Lithua-
nia which came into force on 1 July 2001 along with
the set of other new corporate laws (Doing Business
in Lithuania).

2.1. General provisions of the bankruptcy
laws in Lithuania

Under Article 1 of the Law on Enterprise Bank-
ruptcy of the Republic of Lithuania its purpose is to
regulate enterprise bankruptcy processes and apply
it to all enterprises, public agencies, banks and cred-
it unions (hereinafter enterprises), registered in the
Republic of Lithuania in the manner laid down by
law. The specific features of the bankruptcy process
of banks, credit unions, insurance companies, agri-
cultural enterprises, intermediaries of public trading
in securities, investment companies and other enter-
prises and institutions may be established by other
laws regulating the activities of the said enterprises
and public agencies.

According to the Law on Enterprise Bankrupt-
cy bankruptcy means the state of an insolvent enter-
prise where bankruptcy proceedings have been in-
stituted in court or the creditors are performing ex-
trajudicial bankruptcy procedures in the enterprise.
The enterprise in bankruptcy means the enterprise,
against which bankruptcy proceedings have been in-
stituted or in respect of which extrajudicial bankrupt-
cy procedures are applied.

Under Article 5 of the Law on Enterprise Bank-
ruptcy of the Republic of Lithuania the creditor/cred-
itors, the owner/owners and the head of the enterprise
administration shall have the right to file a petition
for the institution of the enterprise bankruptcy pro-
ceedings. These persons may file a petition for bank-
ruptcy with the court if at least one of the following
conditions is present:

The enterprise fails to pay wages and other
employment-related amounts when due;
The enterprise fails to pay, when due, for
the goods received, work performed/ ser-
vices provided, defaults in the repayment
of credits and does not fulfill other liabili-
ties assumed under contracts;



The enterprise fails to pay, when due, taxes,
other compulsory contributions prescribed
by law and/or the awarded sums;

The enterprise has made a public announce-
ment or notified the creditor /creditors in
any other manner of its inability or lack of
intent to discharge its liabilities;

The enterprise has no assets or income from
which debts could be recovered and there-
fore the bailiff has returned the writs of ex-
ecution to the creditor.

2.2. Bankruptcy process

Under Article 2 of the Law on Enterprise
Bankruptcy of the Republic of Lithuania bankruptcy
proceedings mean a civil case opened in court over
disputes arising from legal relations connected with
bankruptcy.

The purpose of bankruptcy proceedings is: to
ensure a uniform treatment of requirements of cred-
itors and satisfy requirements of creditors after hav-
ing realized a debtor’s assets in the order established
by laws.

The aim of the restructuring procedure is: to
capacitate enterprises that have temporary financial
embarrassments and that have not seized their eco-
nomic — commercial activity to maintain, develop the
activity, repay obligations, renew solvency and avoid
bankruptcy.

Under effectual laws, restructuring, as insol-
vency proceeding, may only be formal. Bankruptcy
proceedings can be both formal and informal. Bank-
ruptcy proceedings may be enacted not following
judicial order if there are no cases in court wherein
there are material claims including claims regarding
labor relations, also if an enterprise is not being lev-
ied under enforceable instruments issued by courts or
other institutions.

There are two equivalents of formal insolven-
cy proceedings for administration purposes in Lith-
uania: restructuring and making a composition with
creditors in bankruptcy proceedings. Composition
with creditors means an agreement between the cred-
itors and the enterprise to continue the activities of
the enterprise where the latter assumes certain liabil-
ities, whereas the creditors agree to defer the satis-
faction of financial claims or to reduce the amount
thereof or to waive their claims (Bankruptcy — Lith-
uania).

Formal insolvency proceedings for liquidation
purposes are a declaration of bankruptcy of an enter-
prise and its liquidation.

It should be noted here that bankrupt enter-
prises are subjected to all bankruptcy proceedings in
Lithuania. Even if the percentage ratio of proceedings
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to be applied to recover the business is not so big as
application of special administration procedures such
as liquidation, relevant government authorities treat-
ing enterprises in default still try to recover the enter-
prise’s activities in the first place.

2.3. Restructuring of enterprises

An important feature of the Law on Enterprise
Bankruptcy is that it does not allow rehabilitation or
similar procedures to take place after bankruptcy pro-
ceedings have been instituted against the enterprise.
Restructuring of enterprises is governed by a separate
law - Law on Restructuring of Enterprises of the Re-
public of Lithuania of 20 March 2001. Restructuring
of an enterprise may only be attempted prior to the in-
stitution of bankruptcy proceedings against such en-
terprise. No restructuring is possible after bankruptcy
proceedings are in place. After bankruptcy proceed-
ings are started, i.e. application for bankruptcy is ap-
proved, the enterprise may only wound up and be lig-
uidated, or recovered through an amicable settlement
with the creditors.

The Law on Restructuring of Enterprises came
into effect simultaneously with the Law on Enterprise
Bankruptcy on 1 July 2001. The law governs restruc-
turing of enterprises and public establishments which
face temporary financial difficulties, its main aim be-
ing to avoid bankruptcy. The purpose of the Law is
to allow enterprises that face temporary financial dif-
ficulties and have not ceased commercial activity to
preserve and maintain their activity, as well as to set-
tle their debts and restore their solvency. Unlike the
Law on Enterprise Bankruptcy, it applies only to en-
terprises, not to other types of legal entities. More-
over, it does not apply to banks, credit unions, oth-
er credit institution, insurance companies, investment
companies, pension and other funds or to securities
brokers. It gives priority to restructuring over bank-
ruptcy proceedings by establishing that restructuring
petitions will prejudice bankruptcy petitions against
the enterprise, i.e. if the petition for restructuring of
the enterprise is provided simultaneously or after the
petition for bankruptcy, then the bankruptcy petition
will be decided only if the restructuring petition is
dismissed (Doing Business in Lithuania).

2.4. Bankruptcy policy in Lithuania

Institutions involved in the bankruptcy process
are: the Department of Enterprise Bankruptcy Man-
agement under the Ministry of Economy, the Nation-
al Association of Business Administrators, the Na-
tional Association of Bankruptcy Administrators,
The State Social Insurance Fund Board, the State Tax
Inspectorate.

The Ministry of Economy is responsible for im-
plementation the Programme for Enterprise Restruc-



turing and Bankruptcy aiming to reduce the number
of companies in temporary financial difficulties and
still continuing their business activities, and to speed
up bankruptcy processes of insolvent enterprises.

Key tasks of the Department of Enterprise
Bankruptcy Management under the Ministry of Econ-
omy (hereinafter DEBM) include implementation of
the Government policy in the activity, restructuring
and bankruptcy areas of loss-making enterprises, ac-
tivity analysis of enterprises undergoing the process-
es of restructuring and bankruptcy as well as bank-
rupt enterprises. Furthermore, DEBM implements
supervision and control of the aforementioned enter-
prises within the powers granted by the Government
and/or the Ministry of Economy.

Within the process of problem analysis and de-
cision-making DEBM follows the principle of im-
proving business conditions thus pursuing the fol-
lowing targets: to make the conditions for ineffec-
tively operating economic entities as well as those
willing to terminate their operation to withdraw from
the market; and to restructure viable economic enti-
ties by the process of decentralisation and commer-
cialisation.

The Bankruptcy Management Department un-
der the Ministry of Economy, the primary regulator
for administrators, lacks capacity to effectively im-
plement and monitor the system. The Bankruptcy
Management Department is responsible for ensuring
that administrators comply with the requirements of
relevant laws and court decisions, and execute res-
olutions of the meetings of creditors and creditors’
committees. The Department lacks the necessary
staffing to carry out this supervisory function on a
large scale and systematic basis; rather, it responds
to complaints lodged with it by participants in pro-
ceedings. Another responsibility of the Department
is to establish licensing standards and criteria and to
administer professional examinations for prospective
administrators.

Qualification standards and licensing proce-
dures are inadequate and result in licensing of pro-
fessionals that are ill-equipped to handle the duties
of an administrator. The Commission for Certifica-
tion of Administrators has been qualifying adminis-
trators and issuing the license necessary for appoint-
ment as an administrator since 1997. The qualify-
ing test, generally preceded by a preparatory training
course, does not address management or other practi-
cal skills often required for handling insolvency mat-
ters and does not require an adequate understanding
of the law. The Commission has the authority to re-
quest MoE to revoke the administrator‘s license if the
administrator violates the terms of any legal act or the
ethics code. The administrator’s license may be re-

39

voked for other reasons relating primarily to formal
qualifications to act in this capacity.

Restructuring administrators are responsible
for supervising the debtor enterprise during the peri-
od when the restructuring plan is being prepared, and
are accountable to the enterprise or the creditors for
any damage their actions cause. However, the con-
cept of damage by such a professional is not well-de-
veloped in Lithuania, and the administrators are not
required to either post bonds or, unlike accounting
professionals, carry professional liability insurance.
Judges complain that administrators lack the requi-
site knowledge of the law, forcing judges to handle
routine tasks administrators. Results have been more
positive where the administrator is a legal entity that
engages a number of different professionals (includ-
ing some lawyers). Even among legal entities, how-
ever, the level of skills and services provided is in-
consistent (Bivainis and Garskaite, 2006).

3. Bankruptcy institution of Kyrgyz Republic

The Law on Bankruptcy (Insolvency) of Kyr-
gyz Republic was adopted two years later than in
Lithuania. The first wording of the Law was put in
force on 15 January 1994. The second and currently
acting wording of the Law on Bankruptcy (Insolven-
cy) of Kyrgyz Republic was put in force on 15 Octo-
ber 1997. Since that time, six amendments and addi-
tions have been introduced thereto within ten years.
Five of them were introduced on 30 December, 1998;
7 July 1999; 29 September 2000; 17 June 2002; 7
March 2005. The last amendments and additions to
the Law on Bankruptcy (Insolvency) of Kyrgyz Re-
public were introduced on 27 January 2006 and are
deemed to be the latest.

3.1. General provisions of bankruptcy laws in
Kyrgyz Republic

The issues related to bankruptcy are regulat-
ed by the Law on Bankruptcy (Insolvency) of Kyr-
gyz Republic adopted by the Legislative Assembly of
Kyrgyz Republic Jogorku Kenesh on September 22
1997 (as amended), Regulations on the Procedure of
Using Bankruptcy Proceedings, approved by the De-
cree of Kyrgyz Republic of 30 December 1998.

Under Article 1 of the Law on Bankruptey (In-
solvency) of Kyrgyz Republic it establishes grounds
to recognize (declare) an insolvent debtor as bank-
rupt (insolvent), regulates the order of exercising of
procedures to be applied in the bankruptcy process:
special administration, reorganization, rehabilitation,
amicable agreement, conservation and other relations
originating when the debtor is incapable of meeting
creditors’ claims to the full extent.

The Law on Bankruptcy (Insolvency) of Kyr-



gyz Republic is applied to debtors-legal entities that
are commercial organizations and are based on the
state, communal and private property, including for-
eign legal entities and legal entities with foreign par-
ticipation, which are established and registered as
consistent with the legislation on the territory of Kyr-
gyz Republic.

The Law is also applied to debtors-individuals:
citizens of Kyrgyz Republic, citizens of other states
and stateless persons registered as individual entre-
preneurs in a prescribed legal procedure and carrying
out entrepreneurial activities on the territory of Kyr-
gyz Republic.

The present law is applied to debtors-legal en-
tities that are non-commercial organizations, estab-
lished and registered as consistent with the legisla-
tion on the territory pf Kyrgyz Republic, in cases ex-
pressly provided for by the Law - cooperative and
public fund, or by other regulatory legal acts of Kyr-
gyz Republic, regulating the matters of establishment
and legal organizational form of specified nonprof-
it organizations.

According to part 3 of Article 1 of the Law
on Bankruptcy (Insolvency) of Kyrgyz Republic the
Law is not applied to government and other institu-
tions as well as to liquidation of insolvent legal en-
tities under the grounds specified in part 2 of Article
96 of the Civil Code of Kyrgyz Republic, subject to
the requirements set forth in Article 16 of the Law on
Bankruptcy (Insolvency) of Kyrgyz Republic.

3.2. Bankruptcy process

The bankruptcy process is activities of the au-
thorized government bodies, courts, administrators
and creditors controlled by laws, which are focused
on the claims of the debtor’s creditors as well as re-
covering of the debtor’s solvency or its liquidation.
The date when the administrator is appointed is the
beginning of the bankruptcy process.

The bankruptcy process might be initiated (Ar-
ticle 27-2 of the Law on Bankruptcy (Insolvency) of
Kyrgyz Republic) by the creditor (several creditors);
the debtor; the bankruptcy governing body.

Proceedings that might be applied after initiat-
ing of the bankruptcy process or in the course of the
debtor’s bankruptcy are special administration (lig-
uidation with regard to legal entity), reorganization
(with regard to legal entity), and bankruptcy of a pri-
vate entrepreneur and reorganization, rehabilitation,
amicable agreement.

According to the Law on Bankruptcy (Insol-
vency) of Kyrgyz Republic methods of special ad-
ministration consist of:

Liquidation, which is applied in respect to the le-
gal entity; provides for seizure, alienation as well
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as subsequent distribution of the debtor’s assets
included into liquidation estate in favor of its
creditors; when liquidation proceedings are com-
pleted, the record in the State Register of Legal
Entities is voided and the activity of the debtor is
terminated.
Reorganization of the debtor-legal entity. The
present method is used with regard to the legal
entity; it provides for replacing of the participant
(participants) and establishing of a new or sever-
al new legal entities; a new or several new legal
entities as well as remained assets of the debtor
are sold (alienated) in order to meet the claims of
the creditors; when restructuring proceedings are
completed the activity of the debtor is terminat-
ed.
Bankruptcy of an individual entrepreneur is ap-
plied with respect to the individual, who is regis-
tered as the individual entrepreneur; the process
is carried out through courts; provides for seizure
and alienation as well as subsequent distribution
of assets included into liquidation estate in favor
of its creditors; the court may disqualify the in-
dividual entrepreneur, that is, prohibit him from
carrying out entrepreneurial activities within a
given time.

When the bankruptcy process is initiated, the
following procedures might be applied:
Sanation. The present procedure is applied to the
legal entity; provides for availability of special
guarantees to protect the interests of the credi-
tors and complete payment of their claims with-
in a given time; if reorganization is successfully
conducted and the debtor will be able to restore its
solvency, then it may continue its economic ac-
tivities; does not provide for changing of partici-
pants, unless otherwise provided by agreement of
the parties.
Rehabilitation, which is applied towards both a
legal entity and an individual entrepreneur; it is
conducted with regard to the individual entrepre-
neur only through courts; provides for presenting
of the rehabilitation plan by the debtor and ap-
proval thereof by the creditors; the rehabilitation
plan allows continuing of the debtor’s business ac-
tivity for complete or partial meeting of the credi-
tors’ claims; may transfer to the procedure of spe-
cial administration; does not provide for chang-
ing of participants, unless otherwise provided by
agreement of the parties.
Amicable agreement is applied in the bankrupt-
cy process juridical both with regard to a legal en-
tity and an individual entrepreneur; provides for
agreements between the debtor and the creditors
wherein the latter agrees with meeting of all or



part of requirements on a contractual basis with-
out appointing of the administrator by court; does
not provide for changing of participant (partici-
pants), unless otherwise provided by agreement
of the parties.

Nevertheless, they use only special adminis-
tration procedures in practice — liquidation and re-
organization. But the method of special administra-
tion procedure, reorganization, is used only in re-
spect to state enterprises and enterprises with govern-
ment share in the enterprise capital. Such bankrupt-
cy proceedings as sanation, rehabilitation and amica-
ble agreement, focused on restoration of the activities
of the enterprise in default, have never been applied
from the beginning of the work of bankruptcy insti-
tutions in Kyrgyz Republic.

3.3. Bankruptcy governing authority

As it is known, the first bankruptcy institution
was established in Kyrgyz Republic when the Law
on Bankruptcy (Insolvency) of Kyrgyz Republic was
adopted on 15 January 1994. In order to create or-
ganizational, economic and other conditions required
for implementation of acts on bankruptcy, enterprises
for reorganization and liquidation administration un-
der the Decree of Kyrgyz Republic of 28 May 1994
were established. Later the Bankruptcy Administra-
tion became a legal successor of the Administration.
The Bankruptcy Administration was transformed into
the Bankruptcy Department under the Decree of the
Government of Kyrgyz Republic 0of 29 October 2009.
At the moment the Bankruptcy Department is under
the Ministry of Economy and Antimonopoly Policy.

According to Article 17 of the Law on Bank-
ruptcy (Insolvency) of Kyrgyz Republic the Bank-
ruptcy Department was awarded the status of the
government bankruptcy authority, which exercises
the state policy in the field of bankruptcy and its pre-
vention.

Since adoption of the Law on Bankruptcy (In-
solvency) of Kyrgyz Republic on 15 October 1997
and subsequent adoption of the Laws of Kyrgyz Re-
public On Introduction of Amendments and Addi-
tions to the Law of Kyrgyz Republic On Bankrupt-
cy (Insolvency) of 17 June 2002 and On Introduction
of Amendments and Additions to Certain Legislative
Acts of Kyrgyz Republic of 22 June 2002, the author-
ity of the Bankruptcy Department were significantly
broadened. Thus the Bankruptcy Department togeth-
er with the authorities that were earlier provided be-
gan also carrying out:

* Licensing of the activities of administrators

and their attestation;

» Appointment, disqualification and dismiss-

ing of administrators;

* Initiating of bankruptcy process procedures

of debtors wherein the government acts as
the creditor;
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* Consideration of cases on administrative

violations;

*  Submission of conclusions on the adminis-

trator‘s reports to court;

» Control over execution of bankruptcy leg-

islation requirements by administrators.

One of the areas of the activities of the Bank-
ruptcy Department is to record and analyze large in-
solvent, economically and socially significant eco-
nomic entities, submission of proposals concerning
their financial rehabilitation. The present function
proposes analyzing of financial and economic indica-
tors based on the accounting reports.

Work has been performed preparing and con-
ducting sessions of commissions for examination of
materials focused on initiation of the bankruptcy pro-
cess.

It should be noted that the majority of materi-
als received for initiation of the bankruptcy process
are missing debtors.

In pursuance of the Government Decree of
Kyrgyz Republic On Approval of the Provision on
Specialized Fund under the Government Authority
on Bankruptcy of the Government of Kyrgyz Repub-
lic of 18 December 2000, in order to ensure the bank-
ruptcy process in respect to the missing debtor, the
sector organizes work of the commission on a spe-
cialized fund under the Government Authority on
Bankruptcy.

The specialists of the Bankruptcy Department
execute functional obligations on legal support of the
Department’s interests, on representing the interests
thereof in courts, ministries and departments.

According to the Law on Bankruptcy (Insol-
vency) of Kyrgyz Republic licensing of the activities
of persons carrying out bankruptcy proceedings is
one of the main functions of the Bankruptcy Depart-
ment (collecting documents, organizing the activities
of the license commission, holding proficiency exam-
inations and re-attestation of administrators, check-
ing persons aspiring to carry out administrators’ ac-
tivities in the internal affairs bodies, maintening the
administrators’ register, preparing documents for re-
vocation of licenses). Thus, the Bankruptcy Depart-
ment performs organizational work in terms of pre-
paring and conducting sessions of the license com-
mission.

The specialists fulfill the obligations imposed
on the Bankruptcy Department as on the grantor of li-
censes to persons aspiring to receive the license of an
administrator. As of 28 May 2012 the number of per-
sons who obtained such licenses amounts to 436, 300
out of them were recalled, the number of acting spe-
cial administrators amount to 136.

Bankruptcy is a complicated element of econo-
my; we need a very careful and competent approach,
which defines a need for narrow specialization. For
successful work of the Bankruptcy Department par-



ticularly focuses on improving the regulatory legal
base, we need to analyze the regulatory legal base
and study experience of departments engaged in the
issues of bankruptcy and its prevention in the near
and far-abroad countries. However, the Bankruptcy
Department has no relations with such departments.

4. Enterprise bankruptcy statistics in Lithua-
nia and Kyrgyz Republic

Over 1993-2010 bankruptcy was instituted
in 10308 enterprises in Lithuania (Table 1). In 9917
enterprises, bankruptcy processes were instituted in
court, while 391 enterprises were subject to extra-

judicial bankruptcy processes. Bankruptcy process-
es were completed in 6658 enterprises (64.6% of the
total number of enterprises in bankruptcy and bank-
rupt enterprises). Out of that number, 6481 enterpris-
es were liquidated, 3 — reorganized, 17 — sanified,
while bankruptcy processes were terminated or com-
position with the creditors was concluded in the rest
of 157 enterprises. In 3650 enterprises bankruptcy
processes are still in progress: 2484 enterprises are
under liquidation and in 1166 enterprises a decision
concerning the execution of bankruptcy procedures
has not been adopted yet (Bankruptcy of Enterpris-
es in 2010).

Table 1
Enterprise bankruptcy process in Lithuania
Year Started 1993- compieed .Currently
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Total in progress
1993 6 4 - 2 - - - - - - - 6
1994 27 16 7 3 1 - - - - - - 27 -
1995 37 22 5 2 1 2 3 2 - - - 37 -
1996 78 53 6 7 6 3 - - 1 - - 76 2
1997 107 61 18 8 8 3 3 2 - 1 1 105 2
1998 98 61 15 10 7 4 - - - - - 97 1
1999 247 131 16 28 12 7 - 1 1 - - 246 1
2000 415 118 166 76 30 10 6 2 1 1 - 410 5
2001 590 15 210 215 87 39 9 5 1 3 2 586 4
2002 799 - 49 330 224 117 34 19 10 3 7 793 6
2003 621 - - 71 214 176 87 36 15 7 5 611 10
2004 709 - - - 56 304 176 83 35 24 11 689 20
2005 773 - - - - 103 328 167 88 41 17 744 29
2006 759 - - - - - 118 362 139 49 37 705 54
2007 606 - - - - - - 107 259 103 50 519 87
2008 957 - - - - - - - 121 265 231 617 340
2009 1844 - - - - - - - - 61 279 340 1504
2010 1635 - - - - - - - - - 50 50 1585
Total 10308 481 542 752 646 768 764 786 6718 558 690 6658 3650
Unfortunately, bankruptcy statistics data in Table 2

Kyrgyz Republic are very limited. From 1995 till
2012 bankruptcy was instituted in 4168 enterprises in
Kyrgyz Republic (Table 2) and bankruptcy process-
es were completed in 1209 enterprises. It makes up
about 30% of the total number of enterprises in bank-
ruptcy and bankrupt enterprises. 7 enterprises are still
in the reorganization process and the reorganization
process was completed in 2 enterprises.
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Enterprise bankruptcy process in Kyrgyz Republic

Number of enterprises in the

Years bankruptcy progress
1995-2001 526
2002 357
2003 334
2004 314
2005 316
2006 344
2007 338
2008 359
2009 355
2010 344
2011 292
2012 289
Total 4168




In Lithuania bankruptcy was instituted in 6
140 enterprises, 67.9% more than in Kyrgyzstan. In
the Republic of Lithuania bankruptcy processes were
completed in 5 449 enterprises, 46.4% more than in
Kyrgyz Republic. There were 4 times more reorga-
nized enterprises in Lithuania than in Kyrgyzstan, no
enterprises were sanified and terminated or compo-
sition with the creditors was concluded in Kyrgyz-
stan. Meanwhile 17 enterprises were sanified in the
Republic of Lithuania, in the rest of 157 enterpris-
es bankruptcy processes were terminated or compo-
sition with the creditors was concluded. All above
shows that the Lithuanian bankruptcy institution
works more effectively than in Kyrgyz Republic.

Conclusions

1. A bankruptcy institution is an integral part of the
market economic system. The bankruptcy institu-
tion of Lithuania and Kyrgyz Republic has recent-
ly begun developing and there are shortcomings
in this field. Improving the work of the bankrupt-
cy institution the whole ecomomy of the country
shall improve. Lithuania chalked up in working
with enterprises in default as compared to Kyrgyz
Republic. Kyrgyz Republic can improve the field
by studying Lithuania’s experience and adopting
good practice of its bankruptcy institution.

2. The following bankruptcy proceedings are used

in Lithuania: liquidation, restructuring and com-
position with the creditors. It should be noted that
all proceedings specified in the Law on Enterprise
Bankruptcy of the Republic of Lithuania are used
working with enterprises in default. It means the
bankruptcy institution of Lithuania is trying to re-
cover the activities of enterprises in default but
not dissolve them.
The bankruptcy institution of Lithuania pays
much attention to restructuring. In 2001 the Law
on Restructuring of Enterprises was adopted. It
enables bankrupt enterprises to recover their ac-
tivities but not to terminate them, which is a neg-
ative result for both the enterprise itself and coun-
try’s economy on the whole.

3. The following bankruptcy proceedings are used
in Kyrgyz Republic: liquidation, reorganization,
sanation, rehabilitation and amicable agreement.
But in practice only these special administration
proceedings are used: liquidation and reorgani-
zation. Moreover, the restructuring procedure is
used only in state enterprises. Private enterprises
are only dissolved.

4. Both countries, Lithuania and Kyrgyz Republic,
have set up departments ro deal with the bank-
ruptcy process. In Lithuania it is the Department
of Enterprise Bankruptcy Management under the

Ministry of economy, in Kyrgyzstan — the Bank-
ruptcy Deportment under the Ministry of Econo-
my and Antimonopoly Policy.

5. Over 1993-2010 bankruptcy was instituted in
10 308 enterprises of Lithuania. Bankruptcy pro-
cesses were completed in 6 658 enterprises (64.6%
of the total number of enterprises in bankruptcy
and bankrupt enterprises). Out of that number, 6
481 enterprises were liquidated, 3 — reorganized,
17 — sanified, while in the rest of 157 enterprises
bankruptcy processes were terminated or compo-
sition with the creditors was concluded.

6. Unfortunately, bankruptcy statistics data in Kyr-
gyz Republic are very limited. Until 2012 bank-
ruptcy processes have been still in progress in 289
enterprises of Kyrgyz Republic and bankruptcy
processes have been completed in 1 209 enter-
prises. 7 enterprises are still in the reorganization
process and the reorganization process has been
completed in 2 enterprises.

7. To improve the bankruptcy institution of Kyrgyz
Republic, firstly we need to improve the existing
laws on bankruptcy. It is required to put in force
the effect of such bankruptcy proceedings as reor-
ganization, rehabilitation and amicable agreement
and improve restructuring proceedings. It means
that we need to focus on restoration of the enter-
prise’s solvency, what has been already done in
Lithuania for over 10 years.

8. The bankruptcy institution of Kyrgyz Repub-
lic needs to strengthen protection of the debtors
and the creditors in a bankruptcy case. Chapter 5
of the Law on Enterprise Bankruptcy of the Re-
public of Lithuania provides for protection of the
debtors, creditors and third parties’s rights where
bankruptcy proceedings have been instituted. The
Law on Bankruptcy (Insolvency) of Kyrgyz Re-
public does not provide for that.

9. For more effective work of the bankruptcy insti-
tution the Bankruptcy Department of Kyrgyz Re-
public needs to establish relations with such de-
partments in other countries. It is necessary to an-
alyze thebankruptcy institution in other countries
and use their experiencey in Kyrgyz Republic.

10.1t is necessary to create a bankruptcy of enterpris-
es prevention system in order to improve the work
of the bankruptcy institution. Prediction and pre-
vention of an enterprise’s bankruptcy must be an
integral part of the bankruptcy institution, what
will lead to bankruptcy risk reduction and im-
prove the country’s economy on the whole.
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Lietuvos ir Kirgizijos Respubliky bankroto instituty lyginamoji analizé

Santrauka

Bankroto institutui tenka ypatingas vaidmuo Salies
rinkos ekonomikoje. Atgavus nepriklausomybe, kaip ir
Lietuvoje, taip Kirgizijos Respublikoje, buvo biitina struk-
tirizuoti visa Salies ekonoming sistemgq ir jg orientuoti i
rinkos santykius. Siandien jai budingi tokie reiskiniai
kaip pramonés gamybos apim¢iy mazéjimas, ekonominé
krize, investicijy trikumas ir piniginiy—kreditiniy santykiy
sugrieztéjimas. Tokiomis sglygomis nei§vengiamas nemo-
kiy imoniy atsiradimas (bankrotai). Tai 1émé bankroto in-
stituto atsiradima ir plétra. Lietuva §ioje srityje turi didesng
patirtj, kuria sékmingai gali perimti Kirgizija. Straipsnyje
pateikiama Lietuvos ir Kirgizijos bankroto instituty darbo
analiz¢, ugdant respubliky statistinius duomenis. Be to, nu-
rodomi tie Lietuvos bankroto instituto privalumai, kuriuos
gali perimti Kirgizija. Tai pagrindinis straipsnio tikslas.

Remiantis Lietuvos ir Kirgizijos Respubliky bank-
roto instituty veiklos istatymy leidimo bankroto klausimais
bei valstybiniy institucijy darbo su bankrutuojanciomis
imonémis analize, buvo padarytos atitinkamos iSvados ir
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pateiktos rekomendacijos.

Lietuvoje taikomos tokios bankroto procediros:
likvidavimas, restruktiirizacija ir susitarimai su kreditori-
ais. Taikomos visos procediiros, kurios numatytos Bank-
roto istatyme, t. y. Lietuvos bankroto institutas visy pirma
stengiasi atstatyti bankrutuojanciy imoniy veikla, o ne jas
likviduoti. Ypatingas démesys skiriamas restruktiirizacijai.
2001 m. buvo priimtas Imoniy restruktiirizacijos istatymas.
Jis irgi leidzia bankrutuojan¢ioms jmonéms pirmiausia at-
statyti savo veikla.

Kirgizijos Respublikoje gali biiti taikomos tokios
bankroto procediiros: likvidavimas, restruktiirizavimas,
sanavimas, reabilitacija ir taikos susitarimas. Praktiskai
taikomos tik specialaus administravimo procediros — lik-
vidavimas ir restruktlirizavimas. Pastarasis bidas taikomas
tik valstybinéms jmonéms, o privacios tik likviduojamos.

Tiek Lietuvoje, tiek Kirgizijoje su bankrutuojan-
¢iomis imonémis dirba specializuotos valstybinés tarnybos:
Lietuvoje — imoniy bankroto valdymo departamentas,



esantis prie ekonomikos ministerijos; Kirgizijoje — Bank-
roto departamentas prie Ekonomikos ir antimonopolinés
politikos ministerijos.

1993-2010 m. Lietuvos Respublikoje bankroto proce-
diros buvo pradétos 10 308 imonéms. Jos buvo baigtos
6 658 imonése (64,6 proc. nuo bendro minéty imoniy
skai¢iaus). I8 ju 6 481 imoné buvo likviduota, 3 jmonés
reorganizuotos, 17 imoniy sanuotos. Likusiose 157
imonése bankroto procesas buvo nutrauktas arba buvo
pasiektas sutarimas su kreditoriais.

Kirgizijos Respublikoje tokia statistika, deja, labai
ribota. 2012 m. bankroto procediiros vykdomos 289
imonése, o 1209 imonése — jau baigtos; 7 imonés reor-
ganizuojamos, 2 imonése $is procesas jau baigtas.

Siekiant pagerinti Kirgizijos bankroto instituto darba,
pirmiausia reikia tobulinti su imoniy bankrotu susijusius
istatymus. Biitina placiau taikyti sanavimo, reabilitavimo
ir taikos susitarimo procediiras. Lietuvos Respublikos
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imoniy bankroto jstatymo 5 straipsnis numato skolininko,
kreditoriaus ir treCiy $aliy interesy apsauga tose jmonése,
kurioms pradétos bankroto procediiros. Taciau panasiame
Kirgizijos Respublikos istatyme to néra.

Norint pagerinti Kirgizijos bankroto instituto darba taip
pat biitina tobulinti normatyving—teising bazg ar uzsienio
Saliy zinybas, kuruojancias bankroto klausimus, atlikti ju
darbo patirties analiz¢. Tai leisty panaudoti jy teigiama
patirti tobulinant Kirgizijos bankroto instituto darba.

Lietuvos ir Kirgizijos bankroto instituty darbui
pagerinti tikslinga suformuoti jmoniy bankroto prevencijos
sistema. Ji turéty tapti viena svarbiausiy bankroto instituto
funkciju. Tokios sistemos idiegimas ir taikymas gerokai
sumazinty imoniy bankroto pavojy ir gerinty visos $alies
ckonoming padétj.

Pagrindiniai ZodZiai: imoniy bankrotas, bankroto
teis¢, bankroto institucija, imoniy bankroto statistika,
bankroto rizika, bankroto prevencija.
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