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The World Bank 16/26
Feanomic and Financinl Adjustment Loan for Corporate Recovery

Aide Memvoire

ACWerld Rank tenm was in Thailand (March 22-April 9} (o prepare the secondd
adjustinent loan [ocused on corporale recovery. Afler several rounds ol extensiye
deetssions, the Fisent Policy Office and the World Banic leam have jointly arvived at
e atianohiod it of policies,

The policy matix las benetited Jrom the excellent counterpart team that was
orzanized by the Fiscal policy olfice, namely Audilor General Mr.Noutaphon
(Corporale Governance), Dr.Tarisa (Financial Seclor), Mr. Wisit {Legal relonn), Dr.
Aicepuny (privatization), Depuly Director General Mr.Iawee (tax poiicy), Mr.
Chaiyuth and Ms.Chularat from the Fiscal policy office. The quality of discusston al
the wiap up session on § April 1998 reflects the inpuls provided by the counlerpart
(¢,

The next steps in preparing the loan consist of the [ollowing:

|. A revicw by the cabinct of the policy matrix on 28 April 1998 or carlict, Pleuse
hole that the Board conditions have Lo be met by May 15,1998.

. !
2. As agreed with (e Minister ol Finance, our team ol lawycers has initialed the work
on draling the Bankruptey Law, The terms of refercnce for this work are allached. A
counterparl team representing the Government of Thailand will review the work of the
legal team drafling the new law, The draflt taw will be ready by the end of Aptil for
submiission fo the cabinel before 15 May 1998,
+vormal negotiations will be held on the loan aller clearance from the Cabinet and
he Operations Commitlee of the World Bank in the Cabinet and the Operalions

Clomprit e ol Wept B0t in Uhe fivst week ol May.
vegot \
EE o
,,/'—.———'.
ATy my g W A
o Py S ey ’
" —Z7) I
-___.__,,—’
M. Somnmat Phusee ljaz Nabi
Mirector General Lead Beenomist and Task Manager
| zcal Policy Oflice The World Bank
t

Government o Thailand
Dale: 9 April 1998,

Aaacinncenls

I. Policy malrix [or the loan , :
2. Oulline description ef assignment for legal expetlisc in corporate insolvency.
I
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06/25
April 9, 1994
Qutline

Description of Assignncut

For Legal Expertise in Corporate Insolveucies

Baclground:

Bankruptcy Act of 1940 has been amended by Companies Reorganization Act ol
[998.

Relevant legislative reforn proposals to date have been forthcoming {rom:

(a) the Bankruptcy Commiltee established witliin the Ministry of Justice in [988:
and

{b) the Sub-committee (under the auspices of the Legal Reform Conunitice
chaired by the Minister of Justice) established in Junuary 1998 under the
chairnuship of the Deputy Permancut Scerclary of the Ministry of Finance
(DPSMOE).

In addition, a smaller consultative group has now been established under the
chairmanship of DPSMOF, comprising senior officials of the Ministries of
Finance and Justice. This group is responsible for the urgent (ormulation of
lurther appropriale amendments to the Bankiruplcy Act. it seeks the assistance of
leading privale practitioners of insolvency law in accordance with consullancy
contracts between the Ministry of Finance and the consullants in question.

overnment (Ministry of Finauce) has received financing from the World Bank
under the Financial Seclor Iinplementation Assistance Loan to strengthen the
baukiuptey legal iramework. As part of this {inancial assistance, legal
consullants’ services may be retained by Goverilnent. S

Objectives of the Assignment:

Analyze existing Bankruptcy Act, as amended {o date.

Give consideration to the views of private practitioners and others regarding
further appropriate amendnients to this Act, including the [ollowing:

- e e



o

(L)

L)

27/2¢
(a) assuring protection in subsequent bankrupicy proceedings fue a creditor
providing funding to a company 1 [inancial distress, recardiess of when the dely
has been incurred, thereby encouraging new lnancing to insclvent debtors
attempling lo res:nanize;

o

(L) repealinu the requitement that foreipn denominated debt must be converled -

pml}

into Thai Bahtin reorgamzation proceedings;,

te) provided the petition has been {iled in good faith, requinme the cout at the
oulsel of o reorzanization case simply (e apply the test of whethier there is
reasonable likelithood of creditors obtaining more through 1corvanization than a
bankruptes:

() requirimg voting on reorpanization plans by classes ol creditors:

(e) providing explicit rules for the conlinmation ol a reorganization plan by the
courts

() providing more comprehensive rules in respect ol executory contracts and
lcases in both reorganization and bankrupley proceedings: and

(g) unifvina reprpanization and bankruptey rules so that a failed corporate
reorganization will result automatically in bankruptcy procecdings.
'

Prepare draft legislation to address such issues and submit same to the Minister of
Finance and the World Bank.

Finalize the above draft, taking into consideration lhe views ol the World Bauk.
Linplewentation: Timetable:

Atleast ane private legal expert to be retained by Ministry of Finance by April 14,
1998.

Draft fegislation prepared and provided to the Minister of Finance and to the
World Bank by April 28, [998.

Finalize draft by not later than May 5, 1998 inorder to obtain Cabinet
approval by May 15, 1998.

NOTI: This timetable may need to be adjusted to comply with refated
conditionality agreed to between Government and the World Bank under the
proposcd Economic and Financial Adjustment Loan.
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