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1. Reorganization generally
One of the options of debt restructuring in the Czech Republic is reorganization that is governed by the Czech Insolvency Act. Reorganization is targeted especially (but not exclusively) at large debtors – entrepreneurs having the annual turnover in excess of CZK 100,000,000 or at least 100 employees.
2. Pre-prepared reorganization
Reorganization can also be used by smaller debtors – entrepreneurs who will reach an agreement with their creditors – the so called “pre-prepared reorganization” (in Czech: “předpřipravená reorganizace”), where the number of employees is not relevant.
Pre-prepared reorganization has to be accepted by at least one half of the secured creditors and one half of the unsecured creditors (which have to approve the plan of reorganization) before the commencement of the insolvency proceedings or within fifteen days after insolvency has been declared by the court.

3. Proposal for reorganization
Generally, under the Czech Insolvency Act, an insolvency application may be filed by either a debtor or a debtor's creditor. After the insolvency is declared by the court, the court resolution on insolvency can be combined with a resolution on the way of its solution (bankruptcy or reorganization in the case of entrepreneurs).

Reorganization has to be proposed by the debtor or by any of its creditors who filed an application to register their receivables in a stipulated period of time after insolvency was declared.
The proposal of the creditor must be approved by the Creditors Meeting after the insolvency administrator submitted to the meeting a report on the economic situation of the debtor. The plan of reorganization shall take effect upon entry into force of the
decision approving the same, unless the plan of reorganization specifically
defers its effectiveness to a later date, or unless the insolvency court decides on such later effectiveness.
4. The course of reorganization
Reorganization is initiated by the court decision approving the same. Should the debtor not prepare the plan of reorganization, the plan may be prepared by the creditors. A vote on the reorganization plan is taken by the creditors and subsequently the court decides on its approval. Should the debtor and the creditors fail to prepare the plan of reorganization or should the court not approve it, the court may declare bankruptcy of the debtor.

5. Reorganization plan
The crucial document in the reorganization proceedings is the “plan of reorganization,” which is a set of economic and legal measures through which the “healing” of the operation of the debtor's enterprise should be achieved while overcoming the debtor's insolvency. The way of solving the insolvency must be especially interesting for the creditors who shall be satisfied in their claims much more than they would be in bankruptcy proceedings.

After the plan of reorganization is approved by all groups of creditors and all other conditions stipulated in the Czech Insolvency Act are met, the court approves the plan.

6. Approval of reorganization

After the court expresses its consent with reorganization, the previous limitations of the debtor's disposal rights are cancelled. Unlike in bankruptcy (where the insolvency administrator assumes the role of the statutory body) in reorganization the insolvency administrator only supervises the debtor's actions and only exceptionally has powers which were transferred to him in a consequence of the limitation of the debtor's rights.

7.  Transformation of reorganization into bankruptcy

The insolvency court shall decide to change reorganization into bankruptcy in the event that certain conditions are met , e.g. reorganization was approved upon the debtor's motion, and the debtor moves for transformation of reorganization into bankruptcy after such approval was granted or the insolvency court does not approve the reorganization plan and the deadline for submission of the plan of reorganization by the authorized person expires or upon the approval of the reorganization plan, the debtor ceased to engage in business activities although it should have engaged in them under the reorganization plan.
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