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The UAE Cabinet recently announced its approval of amendments to Federal Law No 9 of 2016
(“Bankruptcy Law”) that aim to ease the enhanced financial pressures on businesses given the
Covid-19 pandemic. The Federal Decree Law amending the Bankruptcy Law (“Amendment Law”)
should give debtors much needed support during the pandemic and alleviate concerns that
directors and managers of debtor companies may have about certain personal liabilities imposed

by the Bankruptcy Law.

EMERGENCY FINANCIAL CRISIS

"The amendments
. The Amendment Law introduces the concept of an Emergency Financial Crisis which
should alleviate

is defined as “a general situation that affects trade or investment in the State such as
concerns that
. the outbreak of an epidemic, a natural or environmental disaster, war or others...”
directors and

managers of debtor

. The cause and duration of an Emergency Financial Crisis is to be determined by a
companies may have

. Cabinet resolution.
about certain

f’nf:o"s':,l ,i';f,::"es SUSPENSION OF BANKRUPTCY PROCEEDINGS

n
Bankruptcy Law. The Amendment Law suspends:

¢ Obligations by debtors to open bankruptcy procedures under Article 68 of the
Bankruptcy Law where debts remain unpaid for 30 consecutive working days. The suspension will remain in place until the
end of an Emergency Financial Crisis provided that the debtor has proven that the turbulence of its financial position or its

indebtedness results from an Emergency Financial Crisis;

e Any applications filed by creditors for the commencement of bankruptcy procedures during an Emergency Financial Crisis;

and

e Any bankruptcy proceedings commenced before the start of the Emergency Financial Crisis by modifying time periods (by up

to double the time usually allowed under the Bankruptcy Law) and modifying certain contractual obligations.

CREDITOR SETTLEMENT PROCESS
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If a debtor has proven that the turbulence of its financial position or its indebtedness results from an Emergency Financial Crisis:

e no precautionary measures can be taken by creditors against any of the debtor’s assets that are deemed necessary for the

debtor to continue its business during the Emergency Financial Crisis; and

e the debtor can seek a period of up to 40 business days grace to negotiate with its creditors and reach an agreement for the

settlement of its debts.

Provided that (1) the debtor reaches an agreement with creditors who hold at least two thirds of the debtor’s debt; and (2) the
agreement will result in the repayment of the debtor debts within 12 months, the Court can approve the settlement agreement.
A court approved settlement agreement will be binding and enforceable on all creditors including those who failed to engage in
negotiations and vote on the settlement, unless a successful objection to the settlement is made or the court finds that the

settlement is inconsistent with the principle of good faith.

If a settlement cannot be achieved, the court will allow bankruptcy procedures to be

initiated and will amend the bankruptcy process as it thinks fit if the debtor has "A court approved

proven that its financial defaults have been caused by an Emergency Financial Crisis. settlement agreement
will be binding and

DIRECTORS AND MANAGERS enforceable on all

creditors including
The Amendment Law provides some comfort for directors and managers of company those who failed to

debtors in that personal liabilities will not arise if during an Emergency Financial engage in

Crisis: negotiations and

vote on the
* assets of the debtor are sold to pay unpaid wages and salaries (but not settlement, unless a

allowances and bonuses); successful obiection

to the settlement is

e company accounts are kept up to date to record losses arising from the

Emergency Financial Crisis; and made."

o directors/managers can demonstrate that they have acted in a cautious manner
and in good faith in taking steps to preserve the business and assets of the

debtor company.

NEW FINANCING

If a debtor has successfully applied for the suspension of its obligations to open bankruptcy procedures, the court can permit

that debtor to obtain new financing on the basis that:

¢ the new financing will have priority over outstanding unsecured debt of the debtor;

¢ unless the new financing is being provided by a licenced financial institution, security for the new financing can be over
already secured assets where the value of the relevant asset exceeds the value of the existing debt. In these circumstances,

the new security will the rank behind the existing security unless the existing creditor agrees to the contrary; and
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¢ where the new financing is being provided by a licenced financial institution, security can be taken over already secured
assets even if the asset value does not exceed the value of the existing debt. This is subject to the new financing being no

more than 30% of the value of the relevant asset.
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DISCLAIMER

Watson Farley & Williams is a sector specialist international law firm with a focus on the energy, infrastructure and transport sectors. With offices in Athens,
Bangkok, Dubai, Dusseldorf, Frankfurt, Hamburg, Hanoi, Hong Kong, London, Madrid, Milan, Munich, New York, Paris, Rome, Seoul, Singapore, Sydney and Tokyo
our 700+ lawyers work as integrated teams to provide practical, commercially focussed advice to our clients around the world.

All references to ‘Watson Farley & Williams’, ‘WFW’ and ‘the firm’ in this document mean Watson Farley & Williams LLP and/or its affiliated entities. Any reference
to a ‘partner’ means a member of Watson Farley & Williams LLP, or a member, partner, employee or consultant with equivalent standing and qualification in WFW
Affiliated Entities. A list of members of Watson Farley & Williams LLP and their professional qualifications is open to inspection on request.

Watson Farley & Williams LLP is a limited liability partnership registered in England and Wales with registered number 0C312252. It is authorised and regulated by
the Solicitors Regulation Authority and its members are solicitors or registered foreign lawyers.

The information provided in this publication (the “Information”) is for general and illustrative purposes only and it is not intended to provide advice whether that
advice is financial, legal, accounting, tax or any other type of advice, and should not be relied upon in that regard. While every reasonable effort is made to ensure
that the Information provided is accurate at the time of publication, no representation or warranty, express or implied, is made as to the accuracy, timeliness,
completeness, validity or currency of the Information and WFW assume no responsibility to you or any third party for the consequences of any errors or omissions.
To the maximum extent permitted by law, WFW shall not be liable for indirect or consequential loss or damage, including without limitation any loss or damage
whatsoever arising from any use of this publication or the Information.

This publication constitutes attorney advertising.
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