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Procedural Effect of Pre-packaged Reorganization and Its

Connection with Formal Proceedings

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

Abstract: Pre-packaged reorganization is an out-of-court process in which the debtor negotiates a plan with creditors and
equity holders before formal proceedings begin. It aims to reduce costs, raise success rates and avoid disruption to the business.
Chinese bankruptcy law does not provide for it; practice has developed through local court guidelines and individual cases. The
absence of rules creates three problems: whether enforcement and litigation may be stayed and the estate preserved; what status
the practitioner occupies and whether the duties match those in formal proceedings; and whether out-of-court voting results may
be carried into formal proceedings and support court approval. This article argues that the effect of pre-packaging derives from
two sources: court filing or acceptance confers procedural stay, while voluntary negotiation confers substantive binding force.
The stay should be limited. Preservation measures and suspension of individual enforcement are appropriate, yet security
interests should not be frozen wholesale; value protection can balance secured creditors against the rest. Out-of-court voting
should be honored only where disclosure is adequate, procedure fair and dissenters protected; otherwise a new vote is required.

Key words: pre-packaged reorganization; formal proceedings; stay; out-of-court voting; disclosure
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