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The Interface between Personal Insolvency and Distribution in

Enforcement Proceedings

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

Abstract: Where the person subject to enforcement is a citizen or other organisation whose property is insufficient to satisfy
all debts, other creditors may apply to participate in distribution and be paid pro rata. This mechanism performs functions that
should belong to personal insolvency, yet lacks discharge, reorganisation and rehabilitation. As personal insolvency pilots
advance in Shenzhen, Zhejiang and Jiangsu, the relationship between the two procedures must be answered. First, the boundary
of applicable subjects is blurred: enterprise legal persons may not participate in distribution while citizens and other organisations
may, yet the status of individual businesses and sole proprietorships is unclear. Second, the functions overlap: distribution
achieves pro rata satisfaction but cannot achieve the debtor's fresh start. Third, the path of transition is missing: how cases move
from distribution to personal insolvency, and how property already distributed is treated, are unregulated. Fourth, protection of
the debtor is insufficient: distribution offers no discharge, leaving the debtor burdened for life and unable to re-enter economic
life. This article argues that distribution is a substitute mechanism pending personal insolvency and should be positioned as
transitional; that the criterion for applicable subjects should be whether the debtor is a natural person, so that debts of individual
businesses and sole proprietorships borne by natural persons may enter personal insolvency; that transition should be
bidirectional; and that protection should be realised through discharge, reorganisation and rehabilitation.

Key words: distribution in enforcement; personal insolvency; transition to insolvency; discharge; rehabilitation
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