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This guide offers an overview of legal aspects of bankruptcy, insolvency and rehabilitation in the requisite 
jurisdictions. It is meant as an introduction to these market places and does not offer specific legal advice. 
This information is not intended to create, and receipt of it does not constitute, an attorney-client 
relationship, or its equivalent in the requisite jurisdiction. 

Neither the International Lawyers Network or its employees, nor any of the contributing law firms or 
their partners or employees accepts any liability for anything contained in this guide or to any reader 
who relies on its content. Before concrete actions or decisions are taken, the reader should seek specific 
legal advice. The contributing member firms of the International Lawyers Network can advise in relation 
to questions regarding this guide in their respective jurisdictions and look forward to assisting. Please do 
not, however, share any confidential information with a member firm without first contacting that firm.  

This guide describes the law in force in the requisite jurisdictions at the dates of preparation. This may 
be some time ago and the reader should bear in mind that statutes, regulations, and rules are subject to 
change. No duty to update information is assumed by the ILN, its member firms, or the authors of this 
guide. 

The information in this guide may be considered legal advertising.  

Each contributing law firm is the owner of the copyright in its contribution. All rights reserved. 
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KEY FACTS OF BANKRUPTCY, INSOLVENCY & REHABILITATION PROCEEDINGS UNDER CYPRIOT LAW 

1. The Legal Framework  

Insolvency matters in Cyprus are governed by 
the Bankruptcy Law Cap.5 which deals with the 
bankruptcy of natural persons, and the 
Companies Law Cap.113, supplemented by the 
Companies (Winding Up) Rules and certain 
provisions of the Bankruptcy Law which regulate 
the insolvency of legal persons.  

In 2015 the Cypriot Insolvency Law has been 
substantially amended and expanded in order to 
provide for the possibility of debt restructuring 
of natural persons through personal repayment 
plans and debt relief orders by the enactment of 
the Insolvency of Natural Persons (Personal 
Repayment Plans and Debt Relief Order) Law of 
2015 (L. 65(I)/2015).  

In Cyprus, only licensed insolvency practitioners 
can be appointed and act as trustees in 
bankruptcy, bankruptcy advisors or liquidators. 

Cypriot Insolvency Law is expected to be 
amended further to align with Directive (EU) 
2019/1023 on preventive restructuring 
frameworks, discharge of debt and 
disqualifications and measures to increase 
efficiency (Preventive Restructuring 
Frameworks Directive). 

In this publication, while it is not possible to 
describe exhaustively all matters of importance, 
we set out key aspects of the Cypriot insolvency 
legal framework that we have deemed useful to 
provide a general understanding.  

2. Bankruptcy 

According to Bankruptcy Law Cap.5, in order for 
a person to be declared bankrupt, an application 
must be filed before the Court. The application 
may be filed either by the debtor’s creditors or 
by the debtor himself, provided that the 
conditions set by Bankruptcy Law are met.  

A creditor may file an application for bankruptcy 
against the debtor if, inter alia, it is proved to the 
satisfaction of the Court that: (a) the debt 
owned by the debtor exceeds the amount of 
€15,000; (b) the debtor has committed an act of 
bankruptcy within six months before the filing of 
the petition; and (c) the debt is a liquidated sum 
payable either immediately or at a certain future 
time.  

A debtor may file a petition for voluntary 
bankruptcy if the total amount of his debts 
exceeds the amount of fifteen thousand euros 
(€15,000) and the debt is not secured. 

With the issuance of a bankruptcy order, the 
debtor’s property is vested under the custody 
and administration of the Official Receiver, or a 
private insolvency practitioner appointed by the 
creditors, who will be responsible for realising 
the debtor’s assets and distributing the same 
proportionally amongst the creditors as per the 
priority provided by the Bankruptcy Law. 

Importantly, three years after the issue of the 
bankruptcy order, the bankrupt person is 
automatically discharged from his verifiable 
debts. If the bankruptcy property has not been 
distributed in its entirety, it shall remain at the 
hands of the administrator to the benefit of 
creditors.  

Protection 

Before the issuance of the bankruptcy order and 
after filing a bankruptcy application, the Court 
may at any time, order the stay of any action, 
execution or other legal processes against the 
property or the debtor. 

After the issuance of the bankruptcy order, 
creditors are prevented from initiating any legal 
proceedings against the debtor or his/her 
property, without first obtaining leave from the 
Court. 
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Further, no creditor shall be entitled to register 
a judgment or mortgage or any other 
encumbrance on the debtor's property 

3. Winding up (Company Liquidation)  

The Companies Law, Cap.113 provides for two 
principal forms of winding up a company. 

A company may be wound up voluntarily, out of 
court, by its members or by its creditors, or it 
may be placed under a compulsory winding up 
following an application to the court which can 
be made by the company itself, a member, or a 
creditor. 

3.1 Voluntary Winding Up by Members 

A company may be wound up voluntarily by its 
members by the passing of a special resolution 
with at least 75% majority of the members 
present and entitled to vote.  

Within 5 weeks before the members’ resolution 
approving the winding up, the majority of the 
company’s directors must make a statutory 
declaration of solvency under oath, declaring 
that they have made a full inquiry into the affairs 
of the company and that they are of the opinion 
that the company will be in a position to pay in 
full all of its debts and liabilities within a period 
not exceeding twelve months from the 
commencement of the winding up.  

The winding up is deemed to commence on the 
date of passing the special resolution for this 
purpose. With the commencement of the 
winding up, all the powers of the directors are 
shifted to the liquidator, unless the liquidator 
approves that any of them are to be exercised by 
the directors.  

The liquidator takes possession of the 
company’s assets, liquidates and distributes 
them amongst the creditors as per the priority 
provided by the law and any surplus to the 
members. 

To complete the process, the liquidator submits 
to the Registrar of Companies and Official 
Receiver the final winding up accounts along 
with the minutes of the final meeting.  

Three months after the final submission to the 
Registrar, the company is deemed dissolved, 
and the Registrar issues a certificate of 
dissolution.  

3.2. Voluntary Winding up by Creditors  

Where the company is insolvent, a voluntary 
winding up shall be a voluntary winding up by 
creditors.  

The procedure initiates with a general meeting 
of the members and a meeting of the creditors.  

At the meetings, the members and creditors 
nominate the liquidator. Where the person 
nominated by the creditors differs from the one 
proposed by the members, the creditors’ 
nomination prevails.  

Same as in a voluntary winding up by the 
members, following the carrying out of the 
liquidation of assets and payment to creditors, 
with the expiration of three months as from the 
submission of the final accounts and minutes of 
the members’ and creditors’ meetings to the 
Registrar of Companies, the company is deemed 
dissolved, and the Registrar issues a certificate 
of dissolution.  

3.3 Compulsory Winding up  

The most common grounds on which a company 
may be placed in a compulsory winding up are 
when: (a) the company is unable to pay its debts; 
and/or (b) the Court is of the opinion that it is 
just and equitable that the company should be 
wound up.  

The date of the commencement of the 
compulsory winding-up is the date that the 
petitioner’s application is filed with the court.  
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With the issuance of the winding up order, the 
Official Receiver is appointed as provisional 
liquidator and shall act as such unless and until, 
the Official Receiver himself or the creditors and 
contributories in their respective meetings, 
petition to the court for the appointment of a 
private insolvency practitioner.    

3.4 Protection  

Following the filing to the court of a winding up 
application, any court proceedings against the 
company are stayed and with the issuance of a 
winding up order, no proceeding may 
commence or continue against a company 
without leave of the court. 

Any attachment in the hands of a third party, 
bailment, seizure or execution which 
commences against the property of the 
company after the commencement of the 
winding up is void. 

During the winding up, any disposal of property 
of the company and any transfer of shares or 
change of status of the members of the 
company is void, unless the court orders 
otherwise.  

3.5 Priority of Payments 

A secured creditor may rely on execution of his 
security in order to satisfy his claim and is not 
obliged to submit a “proof of debt”. Unsecured 
creditors must submit proof of their debts to the 
liquidator, in order to participate in the 
distribution of the liquidated assets of the 
company.  

The order of priority of payments may be 
summarised as follows:  

(i) costs of the winding up;  

(ii) preferential debts such as government and 
local taxes, 

(iii) sums due to employees;  

(iv) amounts secured by securities;  

(v) unsecured ordinary creditors; and 

(vi) deferred debts such as dividends declared 
but unpaid. 

3.6 Transactions subject to challenge  

The liquidator has the right to challenge any 
questionable transactions entered into by the 
company or its directors which may have been 
made at an undervalue, that may be a 
fraudulent preference, or made to defraud 
creditors.  

4. Receivership 

Receivership is the process whereby a creditor 
by the appointment of a receiver, enforces its 
security over the company’s assets. 

The appointment of the receiver may be made 
out-of-court under the powers contained in any 
document (e.g., a debenture), or by order of the 
court after application by a creditor.  

The powers of the receiver are determined by 
the court order by which he is appointed, or by 
the document under which he is appointed.  

With the appointment of the receiver, the 
powers of the company’s directors in 
connection with the secured assets cease and 
are shifted to the receiver. Once the receiver 
disposes of the company’s assets covered by the 
security he was appointed to realise, his powers 
cease.   

The Companies Law does not provide for an 
automatic moratorium or stay of proceedings 
against the company in receivership 
proceedings.  

5. Schemes of Arrangement 

A scheme of arrangement is a procedure 
provided by the Companies Law, under which a 
company may enter into a compromise or 
arrangement with its members and/or creditors.  
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A scheme of arrangement may be pursued by 
the company, any member, a creditor or the 
liquidator of the company.  

The scheme must be approved by the members 
and by the creditors of the company (by a single 
majority in value of each class of members or 
creditors voting for the arrangement). 

Following approval of the scheme as stated 
above, the scheme is brought before the court 
which decides whether it is fair and in the 
circumstances proper to be sanctioned. 
Generally, for a scheme to be approved, it must 
be shown to the satisfaction of the court that 
with the implementation of the scheme, the 
members and creditors of the company will not 
be placed in a worse position than that in which 
they would be, had the company been 
liquidated. 

Opposing members or creditors have the right to 
be heard at the court. 

Once the court sanctions the scheme, it 
becomes binding on all the company’s members 
and creditors.  

LLPO Law Firm 
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George Polemidiotis 
Partner - Advocate - Insolvency Practitioner 
gcp@llpolawfirm.com 
 
Kypros Louca 
Senior Associate - Advocate - Insolvency 
Practitioner 
kal@llpolawfirm.com 
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