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Chapter 1
General provisions

Section 1
Purpose
This Act shall give persons with serious debt problems an opportunity to gain control over their finances. It shall enable debtors with such problems, after filing a petition for debt settlement proceedings, to attain a debt reorganisation arrangement that is either agreed with the creditors (non-compulsory debt reorganisation) or confirmed by a court of first instance (compulsory debt reorganisation). The Act shall ensure that the debtor honours his obligations as far as possible, and that debtor’s funds are distributed in an orderly manner among the creditors.
Section 1-2
Scope. Position in relation to debt settlement proceedings and bankruptcy
This Act applies to physical persons. It does not apply to debtors who have incurred debt related to their own business activity unless:
(a)
the business activity has ceased and no unclarified circumstances attend the business activity that will substantially impede the implementation of debt settlement proceedings, or
(b)
the debt attending the business activity constitutes a relatively insignificant portion of the debtor’s overall debt.

Debt settlement proceedings cannot be opened if the debtor’s estate is subject to bankruptcy proceedings under the Bankruptcy Act. Opening of debt settlement proceedings does not prevent a bankruptcy order from being made against the debtor’s estate. Where a bankruptcy order is made, any ongoing debt settlement proceedings shall be discontinued.
Section 1-3
Financial conditions
Debtors who are permanently unable to meet their obligations can qualify for debt reorganisation under this Act. A debtor is regarded as being permanently unable to meet his obligations when it has to be assumed that he is unable to do so to the full within a period that is reasonable for him seen in light of the nature of the obligations and other circumstances, or without undue sacrifice. 
Debt settlement proceedings may not be opened under this Act until the debtor has endeavoured to the best of his ability to bring about a debt reorganisation arrangement of his own accord. 
Section 1-4
Factors preventing the opening of debt settlement proceedings
Debt settlement proceedings shall be refused where the circumstances of the incurrence of the debt or the debtor’s subsequent dispositions clearly indicate that he has acted in an unfair manner with a view to achieving a debt reorganisation arrangement, or where the debtor has deliberately or in a grossly negligent manner given erroneous or misleading information to the enforcement authority about factors of material significance for the case. The same applies where unresolved financial circumstances are present that will significantly impede the implementation of debt settlement proceedings. 
Debt settlement proceedings shall also be refused where initiating such proceedings would clearly give offence to other debtors or to society at large. When refusal is being considered, particular importance shall be attached to whether:
a)
the majority of the debt has been incurred recently. Justifiable borrowings with a view to refinancing or to obtaining a necessary dwelling etc shall be disregarded,

b)
a not insignificant portion of the debt stems from criminal offences for which a court has handed down a judgment or fine less than three years before the petition was filed,
c)
the debtor has made dispositions which would have been voidable in bankruptcy, cf the Satisfaction of Claims Act chapter 5,
d)
the debtor omitted, in a highly censurable manner, to meet his obligations to the fullest possible extent in the period immediately prior to filing a petition for debt settlement proceedings,

e)
a substantial portion of the debtor’s overall debt is tax debt, and whether blame can be put on the debtor for circumstances in that connection.

Debt settlement proceedings cannot be opened by a debtor who has previously achieved a debt reorganisation arrangement under the present Act. Debt settlement proceedings may however be opened if called for by unusual circumstances.
Section 1-5
The municipality’s obligation to assist persons with serious debt problems
The municipality shall as far as possible assist a debtor who is seeking an extra-judicial debt reorganisation arrangement or the like with his creditors, cf the Act relating to Social Services etc (No. 81 of 13 December 1991) section 4-1.

Section 1-6
Relationship to the Social Services Act
Debt reorganisation under this Act does not in itself prevent the granting of benefits under the Social Services Act chapter 5.

Chapter 2
Petition and preparation

Section 2-1
Petition for debt settlement proceedings
A petition for debt settlement proceedings shall submitted to the enforcement officer in the locality in which the debtor lives. 
The petition shall contain data on the debtor’s income, assets, debt, living expenses and other items which may be of significance for the proceedings. Such data shall also be provided for spouse or partner, if any. A form prescribed by the ministry shall be used. 

The debtor shall make a written statement allowing the enforcement authority to obtain data as mentioned in the second paragraph notwithstanding any duty of secrecy to which those who hold such information about the debt are subject. 
Two or more person who cohabit and share a household may jointly file a petition for debt settlement proceedings if they are in essentials liable for each other’s debt.
Section 2-2
The enforcement officer’s duty to give guidance
The enforcement officer shall ensure that the debtor receives the guidance he needs to be able to carry through debt settlement proceedings, formulate a debt reorganisation arrangement that is within the framework of the law, and, in the event, to petition for compulsory debt reorganisation. 
The enforcement officer shall assure himself that the debtor has understood how the debt reorganisation arrangement is to be implemented. If the arrangement is not formulated as mentioned in section 4-2 third paragraph first sentence, the enforcement officer shall see to it that the implementation of the arrangement is monitored and checked as necessary. 
Section 2-3
The enforcement officer’s duty to investigate
The enforcement officer shall ensure that the case is adequately elucidated.

The enforcement officer shall check that the petition contains the data required under section 2-1 second paragraph and may require the applicant to register such data.
The enforcement officer shall obtain details of registered encumbrances on the debtor’s assets.
The enforcement officer may obtain information from third parties. The Enforcement Act section 7-12 applies correspondingly.
Section 2-4
Assistant
The enforcement officer may, in accordance with regulations issued by the King, appoint an assistant to give the debtor guidance as mentioned in section 2-2 and section 6-1 fourth paragraph third sentence and to otherwise assist the enforcement officer. The assistant’s remuneration for work done and expenses incurred shall be fixed by the enforcement officer in accordance with the said regulations.

Section 2-5
Sale and valuation of the debtor’s assets
If it is clear to the enforcement officer that the debtor has to sell his dwelling or other property in connection with debt reorganisation, cf sections 4-4 to 4-6, and that such sale should be completed before debt settlement proceedings are opened, the enforcement officer shall take a decision to that effect. The sale shall be carried through in accordance with the rules of section 4-6.
If deemed necessary by the enforcement officer in order to ensure that the debt settlement proceedings can be completed in four months, the enforcement officer shall see to the valuation of property in accordance with section 4-7 before such proceedings are opened.
Section 2-6
The enforcement officer’s authority to refuse petitions
The enforcement officer shall refuse a petition for debt settlement proceedings if:

(a)
it is deemed evident that the conditions for debt reorganisation under sections 1-2 to 1-4 are not met,
(b)
the debtor is not contributing to the best of his best ability to the elucidation of the case, or

(c)
the debtor fails within a reasonable period to sell or to assist in the sale of property which the enforcement officer in accordance with section 2-5 first paragraph has ordered the debtor to sell before debt settlement proceedings are opened.
Section 2-7
Referral of the case to court
If it is not the enforcement officer himself who is to decide the question of opening debt settlement proceedings, the enforcement officer shall refer the case to court for such decision. The case shall in such event have been sufficiently elucidated and prepared to enable debt settlement proceedings to be completed within a period of four months.
Chapter 3
Opening of debt settlement proceedings

Section 3-1
The enforcement authority’s opening of debt settlement proceedings and establishing of conditions for opening
If the conditions of sections 1-2 to 1-4 are met, and the petition meets the requirements of section 2-1, the court of first instance shall open debt settlement proceedings. In cases where it is evident that the conditions are met, debt settlement proceedings may be opened by the enforcement officer.

The enforcement authority may impose conditions for the opening of debt settlement proceedings, including a condition to the effect that sale or valuation of property has been completed. If it is the court that has set conditions, the enforcement officer shall, once the conditions have been complied with, return the case to the court for a decision on whether proceedings shall be opened.

The decision on whether debt settlement proceedings shall be opened shall be by order of the court or by written decision of the enforcement officer.
The enforcement officer’s decision to open debt settlement proceedings may be appealed against by the creditors within one week of the enforcement officer’s dispatch of notice of the opening of such proceedings, see section 3-2 second paragraph. The enforcement authority’s decision to open debt settlement proceedings subject to conditions being met may also be appealed against by the debtor. A decision by the court of first instance to open debt settlement proceedings without requiring conditions to be met is final.
Section 3-2
Call to notify claims etc
Immediately debt settlement proceedings have been opened, an announcement shall be inserted in the Norwegian Gazette, and, if required, in a newspaper widely read in the locality, with a call to anyone who has a claim against the debtor to notify his claim to the enforcement officer within three weeks of the announcement. Where there are special reasons for doing so, the enforcement officer may set a longer period, but not exceeding six weeks.
The enforcement officer shall notify known creditors and any parties with a solidary joint obligation of the opening of debt settlement proceedings by sending them a copy of the announcement. Each creditor shall at the same time be informed of what claim the debtor has stated that he holds. If it is the enforcement officer who has decided that debt settlement proceedings are to be opened, the creditors shall at the same time be notified of their right to appeal against the decision, cf section 3-1 fourth paragraph. Secured parties may at the same time be given information as mentioned in section 4-6 third paragraph.
Section 3-3
Securing the debtor’s property and wage deductions
If the debtor has property which section 4-6 prescribes shall serve as satisfaction to the creditors, the enforcement officer shall secure such property on behalf of the creditors. Securing shall comply with the rules of the Enforcement Act section 7-20, and has the same effect as execution in regard to the debtor’s right to dispose over the property and in relation to third parties.
The enforcement officer shall decide on deductions from wages and other benefits mentioned in the Satisfaction of Claims Act section 2-7 as provided in the Enforcement Act sections 7-21 to 7-24.
Section 3-4
Deferment of payment during a period of debt settlement proceedings
Opening of debt settlement proceedings entails that the debtor, for a period of four months reckoned from the opening of such proceedings, is granted deferment of payment such that the creditors cannot:
(a)
demand or receive full or partial payment or other satisfaction of their outstanding claims

(b)
set off a claim, unless the principal claim and counterclaim arise out of the same legal relationship,
(c)
bring to bear any acceleration clause in the relationship on grounds of deferment of payment under this section,
(d)
levy an execution charge on the debtor’s property or subject it to compulsory sale,
(e)
refuse, with reference to a previous payment default, to deliver goods or services that are necessary for the debtor’s and his household’s subsistence and the debtor offers payment in cash or furnishes satisfactory security, or
(f)
bring a claim against the guarantor, cf the Act on Financial Contracts and Financial Assignments (No. 46 of 25 June 1999) section 71 fourth paragraph.
Interest accrues in the period, but does not fall due for payment. However, interest on debts secured by mortgage within the market value, with a 10 per cent addition, of a dwelling to be retained, cf section 4-8 (a), does fall due for payment in the period. 

Deferment of payment covers all obligations which are not payment in respect of a future quid pro quo that the debtor is entitled to receive under sections 4-3 to 4-5 and which the debtor has incurred up to the date on which the court or the enforcement officer has opened debt settlement proceedings.
Deferment of payment does not covers maintenance obligations imposed under marriage legislation or the Children Act. Deferment of payment also applies to the public authorities’ claims against the debtor.
Wage deductions, if any, under the Satisfaction of Claims Act cease to apply. This does not apply to deductions in respect of taxes or to maintenance obligations as mentioned in section 4-8 (c) and (d), or in respect of claims as mentioned in section 4-8 (h)
Section 3-5
The debtor’s obligations  in the period of debt settlement proceedings
In the period of debt settlement proceedings the debtor is obliged:
(a)
to  set aside wages and other income that exceeds what the debtor requires to maintain himself and his household,
(b)
to terminate rental agreements and other agreements concerning future performance not related to goods and services required for the subsistence of the debtor or his household,
(c)
not to sell or grant a security interest in property and assets which can serve as satisfaction to the creditors, unless the enforcement officer consents,
(d)
not to incur new debt without the creditors’ consent, or carry out other dispositions liable to harm the creditors’ interests. 
Section 3-6
Cessation of execution charge
The Satisfaction of Claims Act (No. 59 of 8 June 1984) section 5-8 applies correspondingly to debt settlement proceedings under the present Act. The deadline date is the day before debt settlement proceedings are opened. Once a debt reorganisation arrangement has been adopted or judicially approved, the enforcement officer shall see to the deletion of the charge in public registers. Charges secured under the rule concerning pledges shall be secured in accordance with section 3-3 first paragraph during the period of debt settlement proceedings. 
Section 3-7
The enforcement authority’ dismissal of the case in the period of debt settlement proceedings
A case concerning debt reorganisation under the present Act shall be dismissed immediately if circumstances arise or are brought to light in the period of debt settlement proceedings which must be assumed to be an impediment to debt reorganisation. If it is the enforcement officer that has opened the debt settlement proceedings, he shall dismiss the case by written decision. The enforcement officer may only dismiss the case provided it is evident that the condition of the first sentence has been met.

If it is the court that has opened the debt settlement proceedings, the enforcement officer shall refer the case to the court for decision on dismissal. He shall state the factors on which his petition for dismissal is based. The court shall render its decision by order of court. 
The debtor shall be given the opportunity to state his opinion before a decision on dismissal is reached. Appeals under this section have suspensive effect. If a decision to dismiss the case is set aside, the period of debt settlement proceedings may if necessary be extended by the period of time by which the case has been delayed by the dismissal proceedings.
Chapter 4
Non-compulsory debt reorganisation

Section 4-1
Debt reorganisation proposal
The debtor, or whoever is assisting the debtor, shall as soon as possible after the deadline for creditors to notify their claims, draw up a proposal for non-compulsory debt reorganisation.
The proposal shall be submitted to the enforcement officer who shall ensure that it does not conflict with sections 4-2 to 4-10.

Section 4-2
What non-compulsory debt reorganisation can entail
The proposal may entail deferment of payment of all or parts of the debt, that the creditors shall, entirely or in part, relinquish interest and expenses, or that the debt shall lapse entirely or in part, either immediately or after expiry of the period of debt reorganisation. The period of debt reorganisation shall in such case normally be five years. The length of the debt reorganisation period shall be reckoned from the date on which the debt settlement proceedings were opened.

The proposal may entail a combination of the solutions mentioned in the first paragraph.

The proposal shall specify a fixed amount, if any, which shall be payable to the creditors at each payment date. The amount shall be fixed throughout the debt reorganisation period, unless it is changed under the rules of chapter 6. If there is reason to believe that the debtor’s ability to pay during the debt reorganisation period will change more than is generally the case, or, if deemed especially appropriate, the provision of the first sentence may be departed from. The proposal shall invariably be formulated such that the creditors are able at each payment date to check as simply as possible that the conditions of the debt reorganisation arrangement are complied with at all times.
The proposal shall contain a provision deciding the position of any parties with a solidary joint obligation.

The proposal shall be based on a realistic assessment of the debtor’s ability to pay.
Section 4-3
How much of his income the debtor may retain
The debtor is entitled to retain as much of his income as is reasonably required to cover maintenance of himself and of persons whom he is legally required to maintain, or with whom he lives in a relationship akin to marriage. The assessment shall be based on the portion of his net pay that is left after required deductions. If the debtor exercises his right of access to a child, cf the Children Act, the debtor’s reasonable expenses in connection with such access shall be taken into account.
Section 4-4
The debtor’s obligation to sell his dwelling
The debtor is obliged to sell his dwelling if doing so will give the creditors best satisfaction, and the value of the dwelling exceeds the debtor’s and his household’s reasonable needs. The assessment shall be based on the dwelling’s market value, cf section 4-7 first paragraph, and the cost to the debtor of obtaining for himself and his household another dwelling which meets reasonable needs in terms of location, size, price and other conditions.
Section 4-5
The debtor’s right to retain personal property, means of transport etc
Where the value of the items in question does not exceed what in the circumstances the debtor may reasonably retain, the debtor shall be entitled to retain:
(a)
clothing and other items for the personal use of the debtor and his household,

(b)
household goods, equipment and similar movables which the debtor needs in his home,

(c)
implements, means of transport and similar aids which the debtor or anyone in his household needs for their occupation or their education or on other welfare-related grounds, none the less not exceeding an aggregate value equivalent to the basic amount under National Insurance. This threshold may be departed from if the debtor runs a business and no creditor raises objections. 
Where the value of the items in question is such that it would clearly be unreasonable not to allow the debtor to retain them, the debtor shall be entitled to retain items of particular personal value to himself or his household.
Where the debtor or anyone belonging to his household suffers from disease or is disabled, reasonable account shall be taken thereof. In special cases, items as mentioned in the first paragraph (c) may be retained irrespective of their value.
Where the right to retain an item depends on other property items held by the debtor, items belonging to the debtor’s spouse or to children maintained by the debtor or the spouse shall be included, provided such items can be used by the debtor himself or in his household.
The Satisfaction of Claims Act sections 2-4 and 2-5 applies correspondingly.
The Satisfaction of Claims Act section 2-6 applies correspondingly to the extent that such claims as are mentioned therein enjoy better satisfaction than other claims pursuant to the present Act section 4-8 (g).
Section 4-6
Sale of personal property 
Personal property which the debtor is not entitled to retain under sections 4-4 and 4-5 shall be sold by such means as ensure the creditors best satisfaction. The enforcement officer shall determine how the sale is to be carried out. The debtor is required to attend to the sale himself if the enforcement officer so decides.
If security interests or other limited rights in the property items prevent voluntary sale, the items shall be sold or realised by other means in accordance with the rules of the Enforcement Act concerning enforcement of security interests. Anyone holding a purchase-money security interest in property items which the debtor is not entitled to retain, is obliged to take back the item in accordance with the rules of the Enforcement Act chapter 9 provided the party concerned is not himself entitled to petition for enforcement by other means.
The enforcement officer may inform secured parties that a property item will be sold by non-compulsory sale with the effect that unsecured security interests become void if no secured parties raise objections within a period, of at least one week, to be fixed by the enforcement officer. Once the sale has been carried through, the court shall issue an order stating which security interests have become void as unsecured.
Section 4-7
Valuation of property items to be retained
If the debtor is to retain a dwelling he owns, the dwelling’s market value shall be fixed by the enforcement officer together with two court witnesses who are specially qualified to participate in the valuation who shall be appointed by the enforcement officer.
If the debtor is to retain other items in which a security interest has been granted, and if it is necessary to determine the extent to which the security interests exceed the property’s market value, the value shall be determined by the enforcement officer. The enforcement officer may appoint one or two court witnesses who are specially qualified to participate in the valuation if deemed necessary. 
The Enforcement Act section 9-7 second and third paragraphs applies correspondingly to the carrying out of valuation. 
The Enforcement Act section 9-12 first, second and fourth paragraphs regulates the right to attack the valuation. The court’s valuation may only be attacked on grounds of procedure or application of the law. 
Section 4-8
Distribution between the creditors
The debt reorganisation arrangement shall include all the debtor’s obligations that are not payment for a future quid pro quo which the debtor is entitled to receive under sections 4-3 to 4-5 and tax demands that are excluded from the debt reorganisation in accordance with (c) below and obligations as mentioned in the third paragraph. The funds to be distributed between the creditors shall be distributed in proportion to the size of the respective debt, with the following exceptions:
(a)
Claims secured by mortgage on a dwelling
If the debtor is to retain a dwelling he owns, claims secured by mortgage on the dwelling within the dwelling’s market value with an addition of 10 per cent shall carry agreed interest during the debt reorganisation period. Instalments shall not be paid during the debt reorganisation period, but the principal shall subsist.
Other claims secured by mortgage on the dwelling shall be satisfied on a par with other unsecured claims. Claims become void once the debtor has fulfilled his obligations in accordance with the debt reorganisation arrangement.

(b)
Other secured claims
Other claims secured by mortgage within the value of the mortgaged item shall be serviced with agreed interest rates and instalments.

Other secured claims not covered by market value of the mortgaged item shall be treated on a par with unsecured claims.  
(c)
Tax demands
Tax demands arising after the date on which debt settlement proceedings are opened are not covered by the debt reorganisation arrangement unless the demand arose because the debtor’s advance tax deduction has been too low in the debt reorganisation period, and this has entailed higher dividend than if the deduction had been correct. The same applies to tax demands fixed by decision after the opening date. 
(d)
Maintenance obligations
Maintenance obligations imposed on the debtor under the marriage legislation or the Children Act shall, except for debt to the public authorities, be satisfied in full. Debts to persons entitled to maintenance that were incurred more than five years prior to submission of the petition for debt settlement proceedings may be reduced provided it does not appear unduly unreasonable vis-à-vis the persons entitled to maintenance. 

In assessments pursuant to the first paragraph second sentence, particular weight shall be given to whether the debt is likely to be repaid. Weight shall also be given to the reason why the debt was incurred, and to the maintenance recipient’s financial position. 
(e)
Small claims
Small claims may be redeemed in full when this is in the interest of a reasonable implementation of the debt reorganisation arrangement.
(f)
Interest and costs
Interest and costs may be ranked behind other claims where this does not appear particularly unreasonable vis-a-vis some creditors. 
(g)
Nature of the claim
A claim may be ranked ahead of other claims if strong reasons so dictate.
(h)
Claims based on a criminal offence
Fines handed down by judgment or in lieu of prosecution less than three years before a petition for debt reorganisation is filed shall as a general rule be paid in full. 
Claims for compensatory damages for economic or non-economic loss resulting from a criminal offence shall receive full satisfaction. Exceptions may be made where a claim is declared by judgment or by fine in lieu of prosecution more than three years before a petition for debt reorganisation is filed, or where called for by special resocialisation considerations and the interest of the party holding the claim does not carry decisive weight. In the assessment of whether exception is to be made, particular weight shall be given to the nature of the criminal offence. 
(i)
Debt arising after manifest breach of the obligation to dissuade in the Financial Contracts Act section 47

Debt stemming from a loan or credit which plainly should have been advised against under the Financial Contracts Act section 47 may be ranked behind other claims unless it would appear particularly unreasonable vis-a-vis some creditors. 

If it is not possible to meet the requirements of this section, and those creditors who are entitled to claim full satisfaction do not voluntarily agree to a reduction of their claims, debt reorganisation cannot be achieved. 

Where the size of the claims that cannot be satisfied in the course of the debt reorganisation period indicates that it must be assumed that the debtor will be able to gain control over his finances even though the claims are excluded, debt reorganisation may none the less be achieved. In such case excluded claims shall be taken into account in the debtor’s budget. 
Section 4-9
Disputed claims
Where a claim is in dispute, funds shall be set aside for satisfaction of the disputed claim. If no legal steps are taken to confirm the claim’s existence within six months of the adoption of the debt reorganisation, the amount shall be distributed between the other creditors. 
Section 4-10
Guarantee claims
If, upon the opening of debt settlement proceedings, the debtor is bound by a contractual promise to guarantee another’s debt, but the contractual promise has not become due and payable, funds shall be set aside to satisfy this claim as if the claim had fallen due. If it becomes clear in the debt reorganisation period that the guarantee will become due and payable, or the guarantee has not become due and payable by the expiry of the debt reorganisation period, the funds shall be distributed between the other creditors on a pro rata basis. 
Section 4-11
Oral negotiations
If the enforcement officer on his own initiative or at the petition of a creditor deems it necessary, a meeting shall be called between the debtor and the creditors.
Section 4-12
Adoption of a non-compulsory debt reorganisation arrangement
The enforcement officer shall send the debtor’s proposal for debt reorganisation to all known creditors who are affected. The same applies to any other parties with a solidary joint obligation. The creditors should be given a period of three weeks in which to decide on the proposal. It should be made clear that creditors who do not raise objections to the proposal by the closing date are deemed to have accepted it.
A creditor shall not oppose a debt reorganisation proposal without cause. A creditor who opposes the proposal shall state his reason for doing so.

A public authority or collector of public claims may in the case of public claims other than fines accept a proposal for debt reorganisation notwithstanding provisions of other statutes, regulations or individual decisions. A decision on whether a proposal shall be accepted is not regarded as an individual decision under the Public Administration Act.
A debt reorganisation proposal shall be adopted once it has been accepted by all creditors who are affected. A creditor who has been notified in accordance with the first paragraph and who has not raised objections to the proposal by the deadline is deemed to have accepted it.
Chapter 5
Compulsory debt reorganisation
Section 5-1
Petition for compulsory debt reorganisation
If the debtor and the creditors fail to arrive at a non-compulsory debt reorganisation arrangement, the debtor may petition for compulsory debt reorganisation. The petition shall be accompanied by a proposal for compulsory debt reorganisation that is in compliance with section 5-2.
A petition for compulsory debt reorganisation must have reached the enforcement officer before the expiry of the period of debt settlement proceedings.. The enforcement officer shall refer the matter to the court immediately.
Where compulsory debt reorganisation is petitioned for within the deadline, the period of debt settlement proceedings shall be extended by two months.
The enforcement officer shall upon petition from the debtor decide such extension of the period of debt settlement proceedings as may be necessary if there is reason to assume that a non-compulsory debt reorganisation arrangement will be arrived at. The period cannot be extended by more than one month on this ground. Once debt settlement proceedings have been opened, the debtor shall be advised of his right to petition for extension of the period for such proceedings. The enforcement officer’s decision regarding extension of the period for debt settlement proceedings is final.
If judicial remedies are employed against a decision to refuse approval of a compulsory debt reorganisation arrangement, or if a compulsory debt reorganisation order is rescinded by the appeals instance, the period of debt settlement proceedings shall be considered to run until an unappealable final judgment has been handed down in the case. A debt reorganisation period may none the less not exceed one year.
Section 5-2
Special rules for the content of a compulsory debt reorganisation arrangement
A compulsory debt reorganisation arrangement shall comply with sections 4-2 to 4-10. The length of a debt reorganisation period shall be five years. If weighty reasons exist, a debt reorganisation period of a different length may be approved. A debt reorganisation arrangement with a period of more than eight years may only be approved in very special cases. The period cannot exceed ten years. The length of the debt reorganisation period shall be reckoned from the opening of debt settlement proceedings.
In the assessment of whether a debt reorganisation arrangement with a period shorter than five years can be approved, importance shall inter alia be attached to whether:
(a)
circumstances exist as a result of which it must be assumed that a normal debt reorganisation period would entail extraordinary burdens or unusual sacrifice for the debtor or his household.
(b)
guarantee liability constitutes a significance part of the debtor’s debt obligations, or 
(c)
the debtor has for a long period met the financial obligations imposed under an extra-judicial debt reorganisation arrangement.
In the assessment of whether a debt reorganisation arrangement with a period longer than five years can be approved, importance shall inter alia be given to whether:

(a)
the debtor has a student debt of substantial size,
(b)
the debtor is to retain a dwelling he owns on which claims secured under section 4-8 (a) are significantly smaller than the value determined under section 4-7 first paragraph,
(c)
the debt reorganisation arrangement appears particular unreasonable vis-a-vis other debtors with a solidary joint obligation, or 
(d)
not insubstantial parts of the dividend go towards satisfying claims as mentioned in section 4-8 (g) or (h).
A compulsory debt reorganisation arrangement shall entail that a debtor who has fulfilled the arrangement shall at the expiry of the debt reorganisation period be discharged of all debt included in the debt reorganisation arrangement except debt as mentioned in section 4-8 (a) first paragraph and (b) first paragraph.

Section 5-3
Procedure of the court of first instance
The court of first instance shall immediately undertake a preliminary review of the debtor’s proposal for compulsory debt reorganisation. If the court has to refuse approval under section 5-4, the debtor shall be given a brief period in which to revise the proposal or to state his opinion in the matter. The debtor shall be advised of his right to state his opinion in the matter orally. If the impediment is not remedied by the deadline, the petition for compulsory debt reorganisation may be dismissed. 
If the petition is not dismissed under the first paragraph, the debtor and all known creditors who are affected shall be summoned for oral negotiation on the debtor’s proposal. The proposal shall accompany the notice of the meeting. In the notice of the meeting the creditors shall be given a deadline for filing written statements on the proposal prior to the court hearing. Unless such statements show that the court should refuse approval on its own initiative, the they shall only be taken into account provided they have reached the court by the deadline and the creditor(s) simultaneously sent a copy to the debtor. 
In court the debtor may revise the proposal if this is necessary in order to remedy an impediment to approval. Creditors for whom the revision is detrimental shall be given an opportunity to comment on the revision. The court may if necessary extend the period of debt settlement proceedings. 
Section 5-4
Approval by a court of first instance
The court shall approve the debtor’s proposal for compulsory debt reorganisation if the conditions of section 1-2, section 1-3 first paragraph and section 1-4 are met and the proposal complies with section 5-2. The court shall none the less refuse approval if:
(a)
approving the debt reorganisation arrangement proposed by the debtor would give offence,
(b)
a procedural error exists which has not been remedied and which has evidently had a bearing on the formulation of the debtor’s proposal, or
(c)
so many of the claims are disputed that there is no basis on which to assess the debtor’s proposal.
The court shall render its decision by order of the court. The order shall be served on the debtor and be communicated to the other parties to the case by such means as the court deems appropriate. An order refusing approval can only be appealed against by the debtor.
Chapter 6
Modification of a debt reorganisation arrangement
Section 6-1
Modification of a debt reorganisation arrangement at the petition of the debtor
At the petition of the debtor, the court may approve a proposal to modify a debt reorganisation arrangement if circumstances have arisen in the debt reorganisation period which the debtor could not be expected to foresee, or if other special circumstances exist that weaken the debtor’s ability to fulfil the debt reorganisation arrangement. 
If the value of a dwelling owned by the debtor which the debtor has retained under the debt reorganisation arrangement will, at the expiry of the debt reorganisation period, be significantly lower than the value determined under section 4-7first paragraph, the court may, at the petition of the debtor, approve a modification of the debt reorganisation arrangement with the effect of reducing debt secured by mortgage on the dwelling. This debt may then be reduced to the extent called for by the debtor’s financial position, the interests of the creditors and other circumstances. The debt cannot be reduced to an amount lower than the dwelling’s market value on the date of the decision.
If the debtor has received a claim based on a debt existing when debt settlement proceedings were opened, but which has not been included in the debt reorganisation arrangement, the court shall, at the petition of the debtor, approve a modification whereby the debt is included in the debt reorganisation arrangement. Such claim shall in this case be serviced with the dividend the creditor would have received if the debt had been part of the arrangement, but such that dividend is only reckoned from the date when the claim was brought against the debtor. Approval of such modification may not be given where the debtor has deliberately or in a grossly negligent manner omitted to disclose the debt. 
Modification pursuant to this section may not be petitioned for until the debtor has to the best of his ability sought of his own accord to arrive at a non-compulsory agreement with the creditors to modify the debt reorganisation arrangement. Section 4-12 applies correspondingly. The enforcement officer shall see to it that the debtor receives the guidance needed to arrive at a non-compulsory or compulsory modification. Non-compulsory modification is only valid when approved by written decision of the enforcement officer. The enforcement officer shall refuse to approve the proposal if approving it would give offence. 
A petition for compulsory modification shall be brought before the court. The petition shall be accompanied by a proposal for compulsory modification which is not in conflict with the law. The proposal cannot be approved if approving it would give offence.

Section 6-2
Reversal, termination and setting aside of a debt reorganisation arrangement at the petition of a creditor
At the petition of a creditor whose claim is covered by the debt reorganisation arrangement, the court may reverse the arrangement if significant improvements occur in the debtor’s financial position in the debt reorganisation period. If the improvement is due to the fact that the debtor has received a large amount of money, the amount may be distributed in full or in part on the creditors without reversal proceedings being opened. 
The court may also, at the petition of a creditor whose claim is covered by the debt reorganisation arrangement, reverse such arrangement if the debtor’s dwelling has in the debt reorganisation period risen so much in value in relation to the valuation pursuant to section 4-7 that it would in the circumstances appear unreasonable vis-a-vis the creditors if the debtor were to retain the entire value increase. If such reversal entails that the dwelling must be sold, the debtor is entitled to retain a portion of the sales figure sufficient to enable him to purchase another dwelling which meets the his and his household’s reasonable needs in terms of size, standard and location etc.
If the debtor is guilty of dishonesty or has grossly neglected his obligations under the debt reorganisation arrangement, the court may, at the petition of a creditor whose claim is covered by the debt reorganisation arrangement, terminate the arrangement. 
If the debtor, within two years of the expiry of the debt reorganisation period, receives an inheritance, monetary gain or the like of substantial size, the court may, at the petition of a creditor whose claim is covered by the debt reorganisation arrangement, set the arrangement aside in full or in part to the extent warranted by the debtor’s finances and the interests of the creditors. The debt reorganisation arrangement cannot be set aside on the basis of a gain resulting from an increase in the value of a dwelling. 
Section 6-3
Court hearing concerning modification of the debt reorganisation arrangement
Before the court tries a petition pursuant to section 6-1, the debtor and the affected creditors shall be given an opportunity to state their opinions. A court hearing shall be convened if the debtor or one of the creditors so demands or the court deems it necessary.
Section 6-4
The debtor’s duty of disclosure vis-a-vis the creditors
If circumstances arise which the debtor understands or must be expected to understand may entitle the creditors to reverse or set aside the debt reorganisation arrangement under section 6-2, the debtor shall within a reasonable period and by adequate means disclose this to the creditors and the enforcement officer.

Section 6-5
Deadlines for filing petitions under section 6-1 and section 6-2
Any petition for approval of a proposal for compulsory modification of a debt reorganisation arrangement pursuant to section 6-1 first to third paragraph, and any petition for reversal of a debt reorganisation arrangement pursuant to section 6-2 first and second paragraph, must be filed in the course of the debt reorganisation period. A petition for termination of a debt reorganisation arrangement pursuant to section 6-2 third paragraph must be filed within one year of the expiry of the debt reorganisation period. A petition for the setting aside of a debt reorganisation arrangement pursuant to section 6-2 fourth paragraph must be filed within one year of the expiry of the two-year period stated in that provision. Moreover, petitions pursuant to section 6-2 first, second and fourth paragraphs must be filed within two months of receipt of information as mentioned in section 6-4.
Chapter 7
Various provisions
Section 7-1
Registration of debt reorganisation arrangements etc
The opening of debt settlement proceedings shall be registered with the Register of Mortgaged Moveable Property. Non-compulsory and compulsory debt reorganisation arrangements shall also be registered with the Register of Mortgaged Moveable Property. Registration of the opening of debt settlement proceedings shall be deleted either when a debt reorganisation arrangement is registered or the period of debt settlement proceedings has expired without a debt reorganisation arrangement having been arrived at. Once the debt reorganisation period has expired, the data shall only be utilised by the enforcement authority in cases coming under this Act in order to investigate whether the debtor has previously achieved a debt reorganisation arrangement. 
If a debtor subject to debt reorganisation is to retain property which has been mortgaged, and which has been registered in a register providing legal protection, the debt reorganisation arrangement shall be registered in that register. If the debtor is to retain property which has been pledged, the party possessing the pledged asset shall be notified of the debt reorganisation arrangement. 
The enforcement officer shall see to registrations and notifications under this section. 

The King may issue regulations relating to the registration of debt reorganisation arrangements or debt settlement proceedings.

Section 7-2
Deletion of security interests upon completion of a debt reorganisation arrangement
Once a debt reorganisation arrangement has been completed, security interests as mentioned in section 4-8 (a) second paragraph and (b) second paragraph become void. This does not apply to security interests as mentioned in the Mortgages and Pledges Act section 1-5 second paragraph.

If such encumbrances are registered in a register providing legal protection, the enforcement officer shall see to their deletion. If such encumbrances are secured by pledge, the enforcement officer shall notify the possessor(s) of the pledge(s) of such deletion. 
Section 7-3
Distribution of funds secured under section 3-3in cases where a debt reorganisation arrangement is not arrived at
In cases where a debt reorganisation arrangement is not arrived at, the enforcement officer shall distribute the funds deducted under section 3-3 second paragraph among the creditors on a pro rata basis, however such that execution creditors with prior claims receive satisfaction first, as if debt settlement proceedings had not been opened. Once execution creditors with prior claims have received what is due to them, surplus funds may be distributed by other means if proportional distribution would have unreasonable consequences for the debtor. In his assessment the enforcement officer shall attach importance to whether the debtor has outstanding and undischarged debt secured by mortgage on his own dwelling. 
Moreover, securing of the debtor’s property pursuant to section 3-3 first paragraph no longer applies. The enforcement officer shall see to the release of any such property.
Section 7-4
The debtor’s liability for expenses
Anyone who deliberately or in a grossly negligent manner initiates, without cause, proceedings with a view to debt reorganisation under this Act shall be obliged to reimburse costs incurred by the public authorities and the creditors in connection with such proceedings.
Section 7-5
Coverage of legal costs in court cases where the debtor has no counterparty
The Public Administration Act section 36 first paragraph and third paragraph first sentence applies correspondingly to coverage of the costs of a case by a public authority
Section 7-6
Documentation of completion of a debt reorganisation arrangement
Once the debt reorganisation period has expired, a creditor whose claim was encompassed by the debt reorganisation arrangement may demand that the debtor provide proof that he has fulfilled his obligations pursuant to the arrangement. 
Section 7-7
Unnotified claims not brought against the creditor in the course of the debt reorganisation period
Claims existing on the date on which debt settlement proceedings were opened and which have not been brought against the debtor by the expiry of the debt reorganisation period become void. However, such voidance becomes effective at the earliest one year after a debt reorganisation arrangement has been adopted or approved.
Section 7-8
Relationship to the Enforcement Act
The rules of the Enforcement Act chapters 2, 5 and 6 with further references apply insofar as they are appropriate.

Chapter 8
Commencement and amendments to other Acts
Section 8-1
Commencement
This Act comes into force on such date as the King decides (January 1.1993).

This Act also applies to claims arising before the Act went into effect.

Section 8-2
Amendments to other Acts
The following amendments are made to other Acts as from the date on which the present Act comes into force.
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