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The Limits of Avoiding Preferential Transfers in Insolvency: On the

Defence of Benefit to the Debtor's Estate

ZHAO Yue
(Anhui Guoyun Law Firm, Hefei 230000, Anhui, China)

Abstract: Article 32 of the Enterprise Bankruptcy Law adopts a structure of "preferential transfers within the suspect period
are avoidable, unless they benefit the estate", yet the meaning, criteria, and burden of proof of "benefit" remain contested. This
article argues for a composite test: net asset increase as the core, liquidity maintenance as the exception; the former safeguards
the substantive integrity of the estate, the latter recognizes payments necessary for continued operation. The beneficiary is the
estate, not the individual creditor; the relevant time is that of payment, and subsequent benefit cannot relate back. The burden lies
with the transferee asserting the defence, while the administrator must first prove payment, the suspect period, and insolvency.
Four categories of benefit may be identified: equivalent exchange, business continuity, debt reduction, and avoidance of greater
loss. The statutory exceptions concerning utilities, wages, personal injury compensation, payments through litigation or
enforcement, and secured claims should be reinterpreted within the benefit framework rather than treated as formal exceptions.
Avoidance should restore both restitution and counter-performance, so that the transferee is not worse off than before.
Procedurally, the exercise period, structure of action, res judicata, and prevention of collusion should be clarified.
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