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1. Governance and Supervision of a rescue in cousihd out-of-court

1.1. Conditions for out-of-court workouts, conditimms for opening of
such ‘proceedings’, conditions for opening formal pe-insolvency and
insolvency proceedings

1.1.1. Out-of-court workouts:

(a) Are there any established practices for facilitgtimut-of-court
workouts (i.e. workouts conducted without recouseany formal
restructuring or insolvency procedure)?

For instance: some jurisdictions have developed.(through their Central Bank, or
Banking Association) a framework for enabling rasturing negotiations to be
conducted for debtors with exposure to multipleksan

Mandat ad hoc' Mandatad hoc proceedings are very flexible. A debtor meuest the
appointment of anandatairead hoc, in charge of facilitating and supervisiigrussions
with its main creditors. The debtor may proposeandatairead hoc to be appointed by
the president of the court. The debtor continuesémage his business without being
divested. There is no statutory time limit withivhich the mandatairead hoc must
complete his or her tasks. The task ofrendatairead hoc is set by the President of the
Commercial Court according to the debtor’s needs.

Conciliation ? A debtor facing ‘legal, economic or financial dfilties’ may request the
appointment of a conciliator to assist it in reachan agreement with its main creditors
and contractual partners provided it has not basolvent for more than 45 days. The
debtor may propose a conciliator to be appointedheay president of the court. The
conciliator’s duty is to promote the conclusionasf amicable agreement between the
debtor and its main creditors as well as, if agtille, its usual contracting partners,
which is intended to put an end to the businesHisudties.

If, during the proceedings, the debtor is sued bgeditor, the judge who has commenced
the proceedings may, at the debtor's request aedrefving been informed regarding the
situation by the conciliator, apply articles 1244011244-3 of the Civil Code.

At the end of the process, if an agreement has foesrd, it may be either acknowledged
by the President of the Commercial Court or appidobky the Commercial Court.
Acknowledgment gives the agreement the legal fafcan enforceable court decision.

! Article L. 611-3 of the Commercial Code
2 Article L. 611-4 et seq. of the Commercial Code



Approval of the agreement allows new financing jated to the distressed debtor (new
money) to be granted a legal privilege in caseutire liquidation. Such approval of the
agreement will be subject to the following condigo

* The debtor is not insolvent or the agreement puisnal to it;
* The terms of the agreement should normally enswwedntinuity of the business;
* The agreement does not harm the interests of rgmadsiry creditors.

The court cannot appoint the conciliator for longean four months, extendable at the
conciliator's request provided that the total diamatof the conciliation proceedings
cannot exceed five months.

In practice, conciliation proceedings are oftencpted by a Mandat ad hoc and these
pre-insolvency proceedings are often implementede&iructure distressed leveraged
buyouts (LBOs) or to secure share capital reorgdioiss and spin-offs of distressed

companies

(b) Does the law include specific rules to enable ailitate out-of-
court workouts?

For instance: are there rules of taxation law tifetilitate restructuring or the sale of the
business on a going concern basis either by progidincentives or removing
disincentives to restructure? Does the law proviolea state agency, judge, court or
tribunal to offer assistance in the negotiatioraafout-of-court workout?

There are no specific rules providing incentiveseanoving disincentives to restructure
in the context of out of court workouts.

French law however provides for several rules agrahanticipating difficulties through
various alert procedures, which can be triggerethbystatutory auditdrthe employees’
councif, the shareholdetsthe President of the Colfrt.

In addition, any person registered on the commkessid companies register or on the
register of professions as well as all private-tawporate bodies may join a prevention
group recognized by order of the representativih@fState in the region. This group has
as its purpose the supply to its members, in aidenfial manner, of an analysis of
economic, accounting and financial information ttregse promise to transmit regularly
to it. When the group notices any indicia of difflices, it informs the entrepreneur of
these and may suggest to him the intervention axaert

3 Articles L. 2341-1, L. 234-2, L. 611-2 of the comrial code

4 Article L. 2313-14 and 2323-78 of the labor code

5 Articles L. 223-36, L. 225-32 and L. 226-1 of ttmmmercial code
5 Article L. 611-2-1 of the commercial code

" Article L. 611-1 of the commercial code
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Besides these rules, several public bodies migbtdistressed companies to reach out-of
court workouts(Please refer to section 1.2.4.)

1.1.2. Pre-insolvency procedures:

(a) Does the law provide any formal pre-insolvency pohge in
addition to the main formal insolvency proceduresattcan be used
to achieve a business rescue for a debtor in diffes or
anticipation of such difficulties?

Safeguard proceeding® The safeguard proceedingsrgcédure de sauvegardés a
voluntary proceedings and only available to the agament of the company. The debtor
may not apply for Sauvegarde if it is insolventu®sgarde proceedings are public. The
safeguard proceedings can only lead to a “contioaplan for the company. It does not
allow the transfer of the whole of the company tthiad party (except as a spin-off of
parts of the company’s business, with the managésneonsent). The purpose of these
proceedings is to facilitate the reorganisationtlod business in order to allow the
continuation of the economic activity, the maintece of employment and the settlement
of liabilities.

Accelerated safeguard procedur€ — A new “acceleratecsauvegarde (AS) was
introduced by the 2014 reform, as a specific typsamvegardgroceeding intended to
be implemented on an accelerated basis. This ploagés available only to companies
which have first been through a conciliation pratteg and failed to reach a unanimous
restructuring agreement with their creditors. Thart will open an AS proceeding if the
outcome of the conciliation suggests that the wesiring plan negotiated during the
conciliation has sufficient support from the credstsuch that it is reasonably likely to be
adopted on an expedited basis (3 months maximum)ther words, if there is a
consensus among creditors on the plan proposedhby debtor in out-of-court
negotiations, the AS proceeding is just a toolreorcdown dissenting creditors.

Accelerated financial safeguard®— This procedure is very similar to the AS and is
intended for situations where the restructuringyaniolves the financial debt. As a
result, the AFS only affects financial creditoradashareholders, to the extent there is a
debt-to-equity swap) and does not entail any auticnséay of trade payables and other
non-financial liabilities of the debtor, in order limit the disruption to the business. It is
meant to provide a quick reorganization plan fa ¢bmpany with a limited impact to its
commercial partners and is viewed as a middle gtobetween an out-of-Court
proceeding grocedure de conciliationand a judicial onepfocédure de sauvegarde

8 Articles L. 6201-1 et seq. of the commercial code
° Articles L. 628-1 et seq. of the commercial code
19 Articles L. 628-9 et seq. of the commercial code

11



because it allows for a restructuring of the conyfmrdebt without freezing all the
creditors’ claims.

In practice, some restructuring cases are firstleghvia pre-insolvency procedures, then
implemented through a SFA, SAsauvegarde

(b) What are the general conditions for the openingit@mcement of
these pre- insolvency proceedings?

For instance: are they to be initiated by debtolyoor also by creditors (and if the latter,

is there a minimum number of creditors or a minimuatue of claims required)? If

initiated by the debtor, is notice required to bieem to creditors? Are other parties
allowed to initiate, such as a government agencythar public prosecutor? Can the
debtor or (certain) creditors be banned from redurgs such proceedings (e.g. on the
basis of an abuse of right principle)?

As amicable proceduregmnandat ad hoc and conciliation proceedings), pseluency
formal proceedingss@uvegardeAS and AFS) may only be started by the debtor.

The sauvegardeAS and AFS, can only be opened as long as thimdetmains solvent
(i.e., when the debtor is still able to pay its tdeds they fall due out of its available assets
(taking into account any waiver or moratorium iteditors may have consented to)) or,
with respect to AS and AFS proceedings, providddd not been insolvent for more than
45 days.

To start a safeguard proceeding, the debtor musti@aially prove the existence of legal,
economic or social difficulties which the debtor nst able to overcome. Both the
insolvency and the difficulties faced by the delsior assessed on the day of the opening
of the proceeding!

In safeguard proceedings, the court shall issuerdar on the commencement of the
proceedings after having heard in or duly summdoetie judge's chambers, the debtor,
and representatives of the works council or, in ésence of a works council, the
employee delegates. The court may hear any othsompevhose testimony it deems
useful. The court may, before making a ruling, app@ judge who will gather
information regarding the business's financial,necoic and employment situation. He
may be advised by any expert of his choice.

The hearing for the commencement of proceedings megpect to a debtor who benefits
or has benefited from a mandat ad hoc or from diation proceedings during the
preceding eighteen months must be held in the pcesef the Public prosecutor.

L Article L. 620-1 et seq. of the commercial code
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(c) Where the debtor is a corporate entity: which organe entitled to
decide whether the entity should request the ogeninthese pre-

insolvency proceedings?

For instance: is prior approval of the general megtof shareholders required? Are
minority shareholders protected from being squeeped in the course of such
proceedings initiated by major shareholders? Isoprconsultation or approval of a
Works Council, or any other form of employee caasioh, required?

The legal representative of the corporate entitydarcide at his sole discretion to file for
bankruptcy proceedings. The approval of the generagting of shareholders is not
required. The works council must be informed ofdkeeision to file for bankruptcl

(d) What publicity rules apply to filing for, and theening of, these
insolvency proceedings (excluding any requiremeantposed by
securities law for listed entities)?

For instance: is a request for the opening of thecpedings published? Are creditors
actively informed of such a filing? If so, are tregrted by an individual notice or by a
message containing general information to all ctedi? Form of publicity: Official
Gazette, newspapers, court register, trade registatine? Are there any special rules
for foreign domiciled creditors?

The filing for these insolvency proceedings is muatblished. The opening of the
proceedings is published in the official gazetted ahe trade register. Once the
proceedings is open, the creditor’'s representatillenotice all identified creditors and
require them to confirm the amount of debt.

1.1.3. Formal insolvency procedures in general:

(@) What formal insolvency procedures are available fowsiness
debtors, and what (if anything) are their statedgmses?

Judicial reorganization'® Judicial reorganisation proceedings apply to insotwebtors
(i.e., that cannot pay their due debts out of tlasiailable assets). Most of the rules
applicable tosauvegardeproceedings also apply to judicial reorganisagooceedings:
pre-filing claims are automatically stayed, thergamisation plan must be adopted by the

12 Article L 2323-44 of the labor code
13 Articles L. 631-1 et seq. of the commercial code
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creditors’ committees and can provide for reschiadal debt write-offs and debt-for-
equity swaps, and the partial sale of the business.

The court may also order a total or partial saléhefbusiness at the request of the court-
appointed administrator.

The purpose of the reorganisation procedure idlaavdhe continuation of the business's
operations, the maintenance of employment anddtiiesent of its liabilities.

Judicial liquidation ** The aim of these proceedings is to liquidate a @y selling
its business when there is no prospect of recowsra whole or per branch of activity, or
each of its assets individually.

Liquidation proceedings last until no more proceeas be expected from the sale of the
company’s business or assets. After two years (ftemjudgment ordering liquidation),
any creditor can request that the court orderithedator to close the liquidation. There
is a simplified form of liquidation proceedings dahle for small businesses, which last
for a maximum of one year.

(b) Does the law prescribe any hierarchy or order abpty regarding
the purpose and/or outcome of insolvency procea@ing

For instance: does the law require a business redcube pursued before a piecemeal
sale of the debtor’'s assets, and (if so) doesquire a reorganisation to be pursued
before a sale of the business on a going concesisBa

French law sets the preservation of the businedghansafeguard of employment as the
primary goal of a restructuring over the paymenthef creditors (while the payment of
the creditors becomes the primary goal only indicjal liquidation, where all prospects
to pursue the business have vanished

During safeguard proceedings, it is not possiblérigger a sale of the business on a
going concern basis. During reorganization progegsjithe Court is likely to favour a
reorganization instead of a sale of the businesa gaing concern basis. The piecemeal
liquidation is the last option.

14 Articles L. 640-1 et seq. of the commercial code
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1.1.4. Formal insolvency procedures that can be useto achieve a
business rescue outcome:

(a) Which of the insolvency procedures identified ih.3.above can be
used to achieve a business rescue?

The reorganization proceedings and even the ligoidaproceedings under specific
circumstances can achieve a business rescue.

During liquidation proceedings, the assignmenthaf business involving all or some of
the assets of the debtor is aimed at maintainingelactivities capable of being operated
autonomously, maintaining all or part of the refhamployment contracts and settling
the liabilities.

(b) What are the general conditions for the making had tequest to
commence these insolvency proceedings?

For instance: are they to be initiated by debtolyoor also by creditors (and if the latter,
is there a minimum number of creditors or a minimustume of claims?). Are other
parties allowed to initiate, such as a governmegeray or the public prosecutor? Can
the debtor or (certain) creditors be banned fromuesting such proceedings (e.g. on the
basis of an abuse of right principle)?

Starting formal insolvency proceduresJudicial reorganisations and judicial liquidations
may be initiated by the debtors themselves, cresitothe state prosecutor.

The debtor is required to petition for insolvenegqeedings within 45 days of becoming
insolvent unless it has initiated a conciliatiorogeeding within the same period. If it
does not, directors and, as the case may be, tterfemagers, may be subject to personal
liability.

Any unpaid creditor may file an application for themmencement of reorganisation
proceedings against the debtor. The creditor mustvghat it has already tried to obtain
payment of its debt, and that the debtor is insdlve

(c) Where the debtor is a corporate entity and is Etito request the
opening of these insolvency proceedings, whichrag# the entity

are entitled to decide whether the entity shouldarthe request?

For instance: is prior approval of the general nmegtof shareholders required? Are
minority shareholders protected from being squeeped in the course of such
proceedings initiated by major shareholders? Isoprconsultation or approval of a
Works Council, or any other form of employee caasioh, required?
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The legal representative of the corporate entitydicide at his sole discretion to file for
bankruptcy proceedings. The approval of the generag¢ting of shareholders is not
required.

The court shall issue an order on the commenceifettie proceedings after having
heard in or duly summoned to the judge's chamitieesjebtor, and representatives of the
works council or, in the absence of a works counicé employee delegates.

(d) If there is a period of time between filing and thgening decision,
does a court have the power to order protectiverint measures

regarding the estate?

For instance: may a court order a preliminary stay designate a preliminary
administrator in order to protect the estate whifevestigating the conditions for the
opening?

The period of time between filing and the openiegision is usually very short and may
not exceed 15 days. During this period, a courtritapower to order protective interim
measures regarding the estate.

(e) What are the general conditions for the openingft@mcement of
these insolvency proceedings?

For instance: what are the relevant conditions/jégs that must be satisfied to open the
proceedings? Are they always relevant or can they\erturned in order to promote a
business rescue (e.g. by court order or creditmste)? May the court investigate all
relevant facts ex officio? If not, what informati@amd documents must the applicant
submit with their request (e.g. financial ratiosamp proposal, expert testimony about the
feasibility of a proposed business rescue, prionsemt of creditors)? Does the law
provide for adversarial procedure including a heayiand the full body of evidence?
What is the evidentiary standard and who bearsinelen of proof? Which stakeholders
are to be heard? Is the decision to open made byindependent impartial court
(compare Article 6 European Convention on Humarh®i)g Does the law provide any
stakeholder with a right to appeal? If so, does appeal delay the commencement?

The reorganization proceedings are available taéior which i.e. unable to pay its due

debts with its immediately available assets, taking account available credit lines and
moratoria ¢essation des paiements

The court shall issue an order on the commencefettie proceedings after having
heard in or duly summoned to the judge's chamitieesjebtor, and representatives of the

16



works council or, in the absence of a works courth# employee delegates. The court
may hear any other person whose testimony it demseifsi|.

The court may, before making a ruling, appoint dggi who will gather information
regarding the business's financial, economic ang@l@ment situation. He may be
advised by any expert of his choice.

The hearing for the commencement of proceedings megpect to a debtor who benefits
or has benefited from a mandat ad hoc or from diation proceedings during the
preceding eighteen months must be held in the pcesef the Public prosecutor.

The law does not provide for adversarial procedgédhe creditors are not heard. The
creditors can appeal the decisions but it doeslelaty the commencement.

(f) Does the law exclude the use of these insolvenogepdings by
debtors whose business is unviable (i.e. econolyiealather than
merely financially - distressed debtors), and ihsov?

The law does not so.

(g) What publicity rules apply to filing for, and thepening of, these
insolvency proceedings (excluding any requiremantiposed by
securities law for listed entities)?

For instance: is a request for the opening of thecpedings published? Are creditors
actively informed of such a filing? If so, are thagerted by individual notice or by a
message containing general information to all ctedi? Are there specific publicity
requirements for opening insolvency proceedings®olf are they designed to make
proceedings visible in another Member State? Formpublicity: Official Gazette,
newspapers, court register, trade register, onling8tification of foreign domiciled
creditors?

The opening of the proceedings must be publishethenofficial gazette and the trade
register. There are no procedures designed to mateeedings visible in another
Member State.

1.2. Role of a court, a supervisory judge or othestate agency

1.2.1. Who supervises pre-/insolvency procedures?

For instance: if supervision is not within the pem control of a court, is there another
form of supervision, and if yes, by whom (committéecreditors; an agency; an
insolvency practitioner, and/or supervision of tgwactitioners by a body that licenses
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insolvency practitioners)? In such a case, is thaamg role for a court?

Both Mandat ad hoc and conciliation proceedingscarelucted under the supervision of
a court-appointed practitioneméndatairead hoc or conciliator) to help the debtor reach
an agreement with its creditors, typically to regloc reschedule its indebtedness.

The formal procedures are supervised by the Cdwit,the involvement of the court
appointed practitioner in running the business ddpmn the procedure. Tisauvegarde
AS and AFS are debtor-in-possession proceedings.a Ipudicial reorganisation
proceeding, the court has discretion to decide édreb set aside the managers. The role
of management is particularly reduced in a juditigidation proceeding because the
debtor generally ceases to conduct any businesgrtieless, the court can decide that
the business will continue under the supervisiom difjuidator in charge of liquidating
the debtor’s assets to pay its creditors.

1.2.2. Where a court has a supervisory function irrelation to pre-
/insolvency procedures:

(a)What is the nature and scope of the court’s role?

For instance: is a court involved in certain (susial) decisions made by the debtor or
the insolvency practitioner, and if so which on&szth the court give binding instructions
to the debtor or the insolvency practitioner, aligable (for instance on request by
particular parties or of its own motion)?

Most of the key decisions are made or authorisethéyourt.

In formal proceedings, an insolvency judggu@e-commissairg is appointed by the
court in the judgment opening the proceedings.dHea tharge of taking certain decisions
(e.g. admitting claims against the insolvency e3tahd authorising certain transactions
(e.g. authorising entry into agreements that atevitbin the ordinary course of business;
authorizing the sale of assets).

However, the court itself retains jurisdiction ouery decisions in the proceedings, in
particular (i) the adoption of a Safeguard PlaradReorganization Plan, (ii) the sale of
the business as a going concern pursuant to ac&&8esiness Plan, (iii) the termination
of the Insolvency Proceedings, (iv) claims agathst debtor (e.g. for mismanagement)
and against third parties.

The public prosecutor is consulted by the courbleeit takes such key decisions, but the
court is not obliged to adopt his position. The lpuprosecutor is also entitled to initiate
certain legal actions.

18



(b)Is this role carried out by a specialist insolvencgurt, or by a
specialist insolvency division within a court, oy la specialist
insolvency judge?

There is now specialist courts dedicated to insalyematters.

The courts having jurisdiction over insolvency medings will differ depending on
whether the debtor conducts a civil or commercélvdy. In theory, for commercial
debtors, the relevant court will be the commerc@irt located where the debtor has its
registered office. For civil debtors (companiesdivil nature and farmers), the relevant
court of first instance will be the civil court. &same principles apply to the location of
this court as for the commercial court above.

Insolvency cases will be dealt by the insolvenoyisibns of the court. The judges that
may hear of insolvency cases (or may be appoimgolvency judge) are not necessarily
specialised in insolvency matters and may hearraiypes of cases as well, such as
commercial disputes.

(c)Are the actions of the court reviewable, and ifbgowhom and on
what basis?

Appeal or appeal in cassation may be filed agaifi$t:decisions ruling upon the
commencement of safeguard, reorganization anddigioin proceedings by the debtor,
the petitioning creditor as well as the Public pmsgor even if he did not act as the
principal party; 2) decisions ruling upon the lidaiion proceedings, confirming or
rejecting the safeguard plan or the reorganizaplam by the debtor, the administrator,
the court nominee, the works council or, in theesog of a works council, the employee
delegates as well as by the Public prosecutor gvendid not act as the principal party;
3) decisions modifying the safeguard plan or th@rganization plan by the debtor, the
plan performance supervisor, the works counciirothe absence of a works council, by
the employee delegates as well as the Public Remeeven if he did not act as the
principal party-> The appeal by the Public prosecutor has a suspeaffect, except with
respect to decisions ruling upon the commenceméndateguard or reorganization
proceedings. The decisions ruling upon the comnmaroé of proceedings shall be
subject to third-party proceedings. The judgemaeating upon third-party proceedings
shall be subject to appeal and appeal in casshgidne third party®

Appeals against decisions made by the insolvencgguare usually made to the
commercial (or civil) court! except in certain specific instances where theyraade
directly to the Court of Appeal.

15 Article L. 661-1 of the commercial code
18 Article L. 661-2 of the commercial code
17 Article R. 621-21 of the commercial code
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1.2.3.Who is responsible for devising the rules giractice and procedure
that apply to those pre-/insolvency procedures thahvolve a court?

Only the legislator can set out the rules of procedhat apply to those pre-/insolvency
procedures that involve a court.

1.2.4.Which (if any) government agencies are invaidd in a business
rescue, and for what purpose?

For instance: are certain governmental regulatorspowered to promulgate regulations
or set (non-binding) guidelines in insolvency mattsuch as Insolvency Councils, or an
Insolvency Service? Which exact tasks are assigmétem? Are the persons appointed
to act independently? Are some agencies tasked imitrvention on behalf of
government in the rescue of strategically impor@orhpanies?

There are no governmental regulators empoweredamydgate regulations or set non
biding guidelines in insolvency matters. Public sdkes are various and will generally
consist of tax cuts, tax and social debt repaympéan, sometimes of direct investments
or subsidies. They can be granted ether by the staby local authorities. They are
however strictly controlled by the European Cominiss Such subsidies are granted
through several public bodies which can facilitat of court workouts.

1) Codefi(Comité départemental d’examen des problems dedemant des entreprise)
are responsible for anticipating and preventindialifties of companies with less than
400 employees at the local levelepartement They can grant loan from the resources
of the Social and Economic Development FuRdnds de développement économique et
social —-FDE$ or to finance a strategic audit (

2) CCSF(Commission des chefs de services financiers etggggésentants) gather all the
heads of public financing bodies at the départentewel. They can accept a debt
repayment plan of tax and social liabilities.

3) CIRI (Comité interministériel de restructurationdustrielle The CIRI, with national
jurisdiction, is under the authority of the Minigtof Economy and Finance. It has
jurisdiction over distressed companies of the itrdialsor construction sectors employing
more than 400 employees. It aims to find a lassogution for the company or a
conversion solution. It takes the form of loans.

1.3. Status, powers and supervision of insolvencyaztitioners: duties
and liabilities of directors

1.3.1. Do pre-/insolvency procedures involve ins@ncy practitioners?
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In the context of formal proceedings (either presimency or insolvency) the court may
appoint a administrateurs judiciaire (administrator) or amandataire judiciaire
(creditor’s reprensentative)

The administrator is required to support the doecf the company in difficulty but his
precise role will be defined by the court. An adistirator is not systematically
appointed. The presence of an administrator is coilgpulsory when the company meets
one of two thresholds: 20 employees or 3 milliomdsun turnover before tax. If just one
of these threshold figures is met, an administratost be appointed. If the company
does not meet either of the two thresholds, thetdwas discretion whether to appoint an
administrator or not.

The creditor’s representative’s role is to représeeditors. He is selected from the list of
registerednandataires judicairesie is in charge of (i) receiving and verifying theofs

of claims, (ii) initiating legal actions on behalf the creditors as a whole (e.g. claims
against the directors of the insolvent companyyl @m more generally, defending the

general interest of creditors

If the collective insolvency proceedings do notufesn an effective recovery of the
company in difficulty, in practice, he will be appted liquidator.

In Judicial Liquidation, a judicial liquidator (ssited from the list of registered
mandataires judiciairgsis appointed by the court. He represents theodelntd he is also
entitled to initiate legal actions” on behalf oktlreditors as a whole. He also receives
and verifies the proofs of claims.

1.3.2. In any pre-/insolvency procedure where indgency practitioners
are involved:

(a)Who may be appointed to act as an insolvency [i@w#r?

For instance: Is the insolvency practitioner reqedrto have a licence or to be registered
in an official list or otherwise hold a formal awthisation? Do specific qualification
requirements apply to insolvency practitioners (eggneral experience in business
and/or in insolvency law, mandatory (postgraduagepfessional training and any
continuing training requirements, mandatory membgr®f a professional association,
evidence of a clean criminal record)?

Administrators or mandataires judiciairesare members of a regulated profession
requiring a specific degree and appropriate qualifons, and who are dedicated
exclusively to the assistance or representationletftors subject to pre-insolvency or
insolvency proceedings.
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Only those whose name appears in a register drgasya national committee created
for that purpose may be appointed by a court tdopar the functions of a court-

appointed administrator. All persons registeredtiy committee must (i) be French
nationals or citizens of a European Community mensii@te or a European Economic
Area member, (i) not have been the perpetratofacts giving rise to a criminal

conviction for dishonourable conduct or lack ofeigtty; (iii) not have been the

perpetrator of facts of the same kind giving riseat disciplinary or administrative

sanction, dismissal, striking off, removal from iof, withdrawal of approval or

withdrawal of authorisation; (iv) not have been ldezd personally bankrupt or made
subject to one of the prohibition or forfeiture raeges relating to judicial reorganization
and liquidation of companies (v) have passed theeoe examination for the vocational
development programme, completed that programme padsed the aptitude
examination®

By way of exception, however, the court may, akeeking the advice of the public
prosecutor, appoint as a court-appointed admitgsteaperson who can provide proof of
experience or qualifications particularly relevamthe nature of the cad®.

When the court appoints a legal entity, it desigaatne or more natural persons within it
to represent it.

(b)How are they appointed?

For instance: what is the appointment procedurel t®urt driven? Can it be influenced
or determined by creditors? Can an appointment llenged, and if so by whom and
on what basis?

They are appointed by the Court. The name of timeiradtrator can be suggested by the
debtor in safeguard proceedings.

On its own motion, or as proposed by the insolvepmge or by request of the
prosecutor, the court can replace an insolvencygtificmer or appoint one or more
additional insolvency practitioners.

The public prosecutor may propose the name of tleditors’ representative to be
appointed. If the public prosecutor’s proposal egcted, the court must give specific
reasons. When proceedings are commenced in caomevith a debtor subject to, or
who has been subject tanandat ad hocbr conciliation proceedings at any time within
the preceding 18 months, the public prosecutornistled to object to the ad hoc
representative or conciliator being appointed asiaidtrator or creditors’ representative,
although the court remains free to choose the wesaly practitioner.

18 Article L. 811-5 of the commercial code
19 Article L. 812-2 of the commercial code
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(c) What powers do they have in each relevant procédure

For instance: does the insolvency practitioner héive power to manage the debtor’s
business, enter into new contracts on its behalfl sell its assets? Does the insolvency
practitioner have the power to compel the produtixd documents by the debtor or its
management or other third parties? Does the insuatye practitioner need prior
authorisation (e.g. court or creditor committee apyal) for the exercise of his powers,
and if so in what circumstances? What sanctiondyagphe insolvency practitioner acts
without authorisation or outside the remit of hirhpowers? If the debtor's assets
include shares in a company, can the insolvencygtpianer invoke all the company law
rights of a shareholder?

Ad hoc proceedings and conciliation proceedingg§he mandataire ad hoc or the
conciliator do not have any management responsgsilin these types of proceedings.
There are no restrictions on the company's busimessties.

Safeguard proceedings'he company can continue to operate the businesprapare a
safeguard plan. The administrator is in charge afitoring or assisting the management,
but cannot take over any management responsibAity decision that does not fall
within the scope of day-to-day management musippecaed by the insolvency judge.

Reorganization proceedings The scope of the administrator's responsibilitiss i

determined by court order. The administrator camp$j assist the management to make
decisions or can be appointed to take control efddmpany's management in whole or
in part. As in safeguard proceedings, any decithan does not fall within the scope of

day-to-day management must be approved by theviersoy judge.

Liquidation proceedings The liquidator has sole authority to bind the compand
assumes all management responsibilities.

(d)What duties do they owe, and to whom? What sarsctamply for
breach of duty, and do they include any risk o6paal liability?

Any breach of the laws and regulations, any violatof professional ethics, and any
failure of integrity or honour, even relating toct& unconnected with professional
practice, results in disciplinary proceedings beibgught against the receiver
responsibl&

20 Article L811-12 A of the commercial code
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The national registration committee sits as a disw@ry committee. It may impose the
disciplinary penalties from a mere warning to aoeai from the national registéf.

A fund having legal personality and managed bydastributors has been established to
guarantee repayment of the funds received or manhgensolvency practitioners who
must compulsory be members of these fund and pananal subscription. In the event
of the fund's resources proving insufficient to mée obligations, it shall issue a
supplementary call for funds to the registered gssibnals®

An insolvency practitioner may be held liable pansuto common civil liability
principle$® and may incur criminal liability as wel.

(e)What reporting obligations do they come under?

For instance: what information needs to be givercteditors or shareholders? What
information must be made publicly available (enyentories, public reports, etc.)? How
is such information published (e.g. online, at artpand how often?

Insolvency practitioners are appointed by the Cand must as a consequence primarily
report to the court through formal reports prepaedarious stages of the proceedings.

Such reports are transmitted to a limited numbepesiple (judges, prosecutor, debtor,
counsels of the debtor, employees’ representatind)shall not become public.

2L Article L811-12 of the commercial code. The didiciary action is brought by the Minister of Justittee
Public Prosecutor of the court of appeal in whasgesgliction the facts were committed, the governmen
representative or the chairman of the National Cdusf administrators and creditor's representative
When it imposes a disciplinary penalty, the comeeittnay decide, in view of the seriousness of this fa
committed, to require the receiver to pay somellosfahe costs incurred through having an audiéoan
expert present at the audits or inspections whigtbled those facts to be determined

22 Article L814-3 of the commercial code

Z Article 1382 of the civil code

24 Article L. 654-12 of the commercial code : if helwntarily harms the interests of the creditorobthe
debtor by either using to s profit sums receivedlevccomplishing his mission or attributing to Isieif
any advantage which he knows he is not due; aksegia his own interest, of powers he has at tHgatial
for a purpose he knows to be contrary to the istsref the creditors or of the debtor or acquiashis
own account, directly or indirectly, the debtor'ssats or uses them for his own profit, whatever his
participation in proceedings.
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(f) How are they remunerated?

For instance: is the remuneration based on an houate, a fixed rate, a percentage of
realisations from the debtor’s estate or a comhborabf the foregoing? Is this a general
rate or can it be adjusted based on, for exampbe, éxperience of the insolvency
practitioner and the complexity of the case? Isuparation affected by the outcome of
the procedure (for example, through payment ofcais’ for maximisation of recoveries
or rescue of the debtor's business)? Does a tayftem exist limiting the maximum
amount of remuneration that can be charged by anliuency practitioner?

Amicable proceedingsin the context of amicable proceedings (mandat ac dnd
conciliation) the remuneration of the insolvencwgtitioners is freely agreed with the
debtor.

Formal proceedings In the context of formal proceedings, the remutiena of
practitioners is determined pursuant to a statutoafe depending on various factors. The
civil or the commercial court decides about rematien by observing this statutory
scale, but they have complete authority when thpdicgiion of the statutory scale results
in fees exceeding 100 K€.

Administrators are entitled to several rights chted based on the turnover of the
company, the number of employees, the number dfitors included in creditor’s
committees, and the proceeds from the sale ofaasek or activities in case of an asset
plan. Although he is not entitled to a successlieeremuneration will be higher when a
reorganization or safeguard plan is submitted, loerwthe proceeds from the asset plan
are highe?®

Creditor’s representatives are entitled to a fixigtht of 2 500 € per case, as well other
fixed rights related to the number of debts to segyiand verify as well as proportionate
rights calculated based on the results of variquesations such as disposal of assets and
payment of creditor§ As a consequence, he will also have interest tgimiae the
proceeds of realisation of the assets and the negatyof creditors. However, when the
proceeds from realisation of the company's assetsaufficient to enable the liquidator
or the creditors' representative to receive a suleast equal to 1 500 €, a decision of the
court declares that case to be impecunious andsgtarthe creditor’s representative /
liquidator up to 1 500 € This guaranteed remuneration is paid from therésts served
by the CDC on all the sums deposited by the insmyeractitioners in its books in the
context of pre/insolvency proceedings.

% Article R. 663-3 et seq. of the commercial code
% Article R. 663-3 et seq. of the commercial code
2" Article L814-7 of the commercial code

25



1.3.3 Does the law impose any special obligations the directors of
distressed companies, and (if so) what are the catpiences of breach?

For instance: is there a legal obligation for ditecs to file a request for the opening of
insolvency proceedings or pre-insolvency proceesjimg are there other important
incentives for them to do so (e.g. the applicatdrprotective measures, or to prevent
personal liability of directors for insolvent traay, etc.)? What are the consequences of
delayed or premature filings by directors of dissed companies (civil and/or criminal
liability)?

Liability for excess of liabilities over asset® Directors must file for reorganization

proceedings within 45 days after the company is istate of cessation of payment. If
they fail to do so, they may incur their liabilityr excess of liabilities over assets. Rules
on liability for excess of liabilities over assatsall apply to the managers of private law
entities submitted to insolvency proceedings asl waslto individuals who serve as

permanent representatives of managing legal entiti¢here the liquidation of a legal

entity reveals an excess of liabilities over assétsliquidator, the Public prosecutor or a
majority of creditors appointed as controllers nagpply to the court in the collective

interest of creditors.

Then, the court may, in instances where managefaaltthas contributed to the excess
of liabilities over assets, decide that the amaiirithe excess of liabilities over assets will
be borne, in whole or in part, by all or some of tte jure or de facto managers, who
have contributed to the management fault. If tteeeeseveral managers, the court may,
by way of a reasoned ruling, declare them jointigl aeverally liable. The right of action
shall be barred after three years from the datssafance of the order pronouncing the
liquidation proceedings. Sums paid by the managjeai form part of the debtor's assets.
These sums shall be distributed to all creditoraqmo rata basis. Managers can't take
part in the apportionment to the amount of sum<ivthey have been ordered to pay.

Personal disqualification and other prohibition$® A court may pronounce the personal
disqualification of de facto or de jure managerslegfal entities against whom some
misconducts have been proved

2 Articles L. 651-1 et seq of the commercial code

29 Articles L. 653-1 et seq of the commercial code :

1°. running a commercial, craftsman’s or agricaltactivity or holding a management or
administrative position in a legal entity in vidtat of a prohibition provided for by law;

2°. purchasing goods for services for resale aivb@harket prices or using ruinous means to profiurds,
with the intention of avoiding or delaying the coemsement of

reorganisation or liquidation proceedings.

3°. entering into, on behalf of another, withouhsideration, commitments deemed to be
disproportionate when they were entered into, gihersituation of the business or the legal entity;
4°, paying or causing someone else to pay a credifier cessation of payments and

while being aware of this, to the prejudice of otbeeditors;

5°. hampering the good progress of the insolvemoggedings by voluntarily abstaining
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Criminal liability *®Where a procedure of judicial administration origiml liquidation
is opened, a director or representative may bedauilty of criminal bankruptcy where
some misconducts have been established again$t Giiminal bankruptcy is punishable
by five years imprisonment and a fine of €75,000.

Othergrounds of criminal liability of directorseaprovided by articles L. 654*%8and L.
654-14° of the commercial code

1.3.4 Where the debtor is a corporate entity, oncere-/insolvency
proceedings are commenced:

(a) does the law permit debtors to remain in possessiod if so in what
circumstances and under which pre-/insolvency pmaces? Are
there any limitations to their management powers?

Although French law, may permit debotrs to remainpbssession in pre-insolvency
proceedings, management powers will be limitedneyauthorization required to perform
acts exceeding day to day activitiBéease refer to sections 1.2.2. and 1.3.2. ¢)

from co-operating with the persons (authoritiesgtiarge of the proceedings;

6°. destroying accounting documents, not keepirgatts where applicable texts made

this an obligation or keeping accounts that arttificis, manifestly incomplete or irregular withspect to
the applicable provisions.

30 Articles L. 654-1 et seq of the commercial code

31 Are punishable by 1. To have made, with the ineenof avoiding or delaying the opening of judicial
administration proceedings, purchases with view tesale at below market prices or used ruinousimea
to procure funds;

2. To have diverted or dissimulated all or parthef debtor’s assets;

3. To have fraudulently increased the debtor’'s slebt

4. To have kept fictitious accounts or made acdognocuments belonging to the business or corporat
body disappear or failed to keep any accounts wifier@pplicable texts impose an obligation;

5. To have kept manifestly incomplete or irreg@ecounts in light of legal provisions.

32 Two years imprisonment and a fine of €75,000 agiply to the following facts:

1. Where any person mentioned in Article L. 654gfieas during the observation period to a mortgage o
legal charge or makes an act disposing [of asséisput the authorisation set out in the seconégeaph

of Article L. 622-7 or who pays, in whole or in paa debt in breach of the prohibition mentionedthia

first paragraph of that article;

2. Where any person mentioned in Article L. 654-dkes a payment in breach of the method by which the
settlement of debts is to be carried out accortbrihe preservation plan or rescue plan, who makesct
disposing [of assets] without the authorisationcsgtin the second paragraph of Article L. 626-14vbo
proceeds to sell an asset subject to a prohibitiodisposal within the context of a sales plan to

which Article L. 642-10 applies;

3. Where any person, during the observation pertoshile the preservation plan or rescue plan iade
implemented, with knowledge of the debtor’s sitoaficoncludes with the [debtor] one of the acts
mentioned in 1 and 2 or receives an irregular payme

% The fact, for any person, of exercising a profasai activity or function in violation of any prdsition,
destitution [of rights] or incapacity set out intistes L. 653-2 (bankruptcy) and L. 653-8, is pinaisle by
two years imprisonment and a fine of €375,000.
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(b) are there special sources of liability for direcdowho act for a
debtor-in-possession?

There are no special sources of liability for dioes who act for a debtor in possession.

(c) does the law allow individual directors of a debitofpossession to
be replaced by creditors, special advisors and/be tnsolvency
practitioner, and if so in what circumstances?

The law does not allow the replacement of individd&ectors by creditors, special
advisors. The scope of the assignment of the iesaly practitioner may be extended by
the court from a mere assistance to an actual v@kexf the management.

(d) where debtors do not remain in possession, whaar(yf) residual
powers are enjoyed by directors in each relevarg-jorsolvency
procedure, and is their exercise subject to anycispheapproval

requirements?

For instance: do directors need the consent of @solvency practitioner, creditors,
shareholders or a court to exercise any residual@s?

Please refer to sections 1.2.2. and 1.3.2. ¢)

1.4 How are unsuccessful rescue attempts in pre-Solvency procedures
terminated or converted into other procedures?

1.4.1 Does the law limit the time for which pre-Asolvency procedures
can be used to effect a business rescue e.g. tmeetifor the preparation
and presentation of a safeguard plan?

Mandat ad hoc and conciliation : there is no statutory time limit within whicheth
mandataire ad hoc must complete his tasks wheheasanciliation may last up to five
months.

Safeguard and reorganization proceeding®egin with an observation period of up to
six months to assess the company's financial posifihis period can be extended once
for six months, and in exceptional circumstances, lse extended further at the Public
Prosecutor's request for an additional six mofiths.

34 Article L 621-3 of the commercial code
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The AFS procedure must be completed within one marhewable once for one month
maximum. The AS proceeding must be completed withimaximum of three months
from the date of the opening judgment.

Liquidation proceedings last until the liquidator finds that no more preds can be
expected from the sale of the company's businesss®ts. After two years (calculated
from the judgment ordering liquidation), any creditan request the court to order the
liquidator to close the liquidation. There is a gliited form of liquidation proceedings
available for small businesses, which last for &imam of one year.

1.4.2 More generally, in what circumstances wouldthese pre-
/insolvency procedures: (a) be terminated; (b) converted into another
form of procedure, such as (in the case of a corpate debtor)
liquidation?

Mandat Ad Hoc and Conciliation procedures can terminate once an agreement has bee
reached (potentially upon certification / approwdl the judge), at the end of the
maximum five-month period for the conciliation, w@pon request of the debtor or the
insolvency practitioner, whereas an agreementtipossible by decision of the President
of the commercial court.

Safeguard proceedingsAt any time during the observation period of tredeguard
proceedings or if no safeguard plan is approvethbyourt by the end of the observation
period, the debtor, a creditor or the public prosec may request the opening of
reorganisation or liquidation proceedings, subjedhe debtor company being insolvent,
and in the case of liquidation proceedings, theeiats of any prospects of recovery.
During the observation period, the debtor compaay &iso request the conversion into
reorganisation proceedings if the approval of &gadrd plan is manifestly impossible
and if the termination of the proceedings woulddléa insolvency in the short term. If
the court approves a safeguard plan and the ddbtfaults on its obligations, the court
may, after having consulted the public prosecutyminate the plan and, if the debtor is
insolvent, order the opening of reorganization pemtings or (if there are no prospects of
recovery) liquidation proceedings.

Reorganisation proceedingsAt any time during the observation period of the
reorganisation proceedings or if no reorganisapilam is approved by the court by the
end of the observation period, the debtor, a avedit the public prosecutor may request
the opening of liquidation proceedings. If the ¢oapproves a reorganisation plan and
the debtor defaults on its obligations, the couaymafter having consulted the public
prosecutor, terminate the plan and, if the delstansolvent and if there are no prospects
of recovery, order the opening of liquidation predgs. In the case of a sale plan, the
court terminates the plan if the third-party puss#radefaults on its obligations.
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1.4.3 Where any form of insolvency procedure restd in the liquidation
and dissolution of a debtor (as in the case wherbée debtor’s business is
sold on a going concern basis, and the residual égtis wound up) what
rules apply where additional assets of the debtor ra subsequently

discovered?

For instance: can an application be made to restiv® company to the register, so that
the asset can be recovered and distributed to toesfi

Where the closing of the liquidation proceedinggpisnounced due to an excess of
liabilities over assets and it appears that assetse not been sold or that litigation in the
interest of creditors has not been initiated durihg proceedings, the latter may be
resumed.

The liquidator previously appointed, the Publicgaeutor or any interested creditor may
apply to the court. The court may also initiateagecof its own motion. If the action is

filed by a creditor, he must show that he has dé&mbghe funds necessary for the
procedural expenses with the court clerk's offileis amount deposited for legal fees
will be reimbursed as a priority claim out of suresovered following the resumption of

the proceeding®

35 Article L. 643-13 of the commercial code
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2. Financing a rescue, including critical vendors anather pressures on
liquidity; the stay

2.1. Direct costs and their reimbursement

2.1.1.What direct costs are incurred during pre-/insolvercy
proceedings?

For instance: fee for any IP, court; or legal/ fimeial advisor involved in proceedings

Direct costs of pre-/insolvency proceedings- A company bankruptcy implies direct
costs involving primarily expenses related to theocpedings, i.e. court costs
(administrator,mandataire court’s clerk), fees of independent professior(&svyers,
certified accountants, consultants) and interngtscthat are more difficult to evaluate,
linked to the time spent by corporate executivas staff. Based on research, these costs
are estimated at around 3% of the company’s maiae.

Most of finance documentation provide for the cted’ legal fees to be borne by the
debtor. Such provision usually raises issues when debtor encounters financial
difficulties. A specific provision of French law riered into force on July®12014)
provides that any clause imposing on the debtochtiaege of the creditors’ advisors fees
that would be implied by any pre-insolvency prodegsd is deemed not written, for the
portion exceeding 75% of such fees.

2.1.2.How are these direct costs met?

For instance: are direct costs discharged fromdlebtor’s assets, and if so in what order
of priority? How are direct costs discharged whéne debtor’'s assets are insufficient to
meet them?

Pre-insolvency proceedings- Corporates can subscribe to specific insuramdieigs
covering some of the potential fees and costs edpby pre-insolvency proceedings (fees
of the insolvency practitioner, lawyer, accountantin this case, such fees can be borne
by the insurance company. Otherwise, they fullyagnpayable by the debtor on its own
assets, under usual conditions.

Preferential rank of court costs in the legal prioity ranking. — In the context of
safeguard gauvegardé®), reorganization rédressement judiciair) and liquidation
(liquidation judiciaire®®) proceedings, the court costs arising legallyrafiee opening
judgment for the purpose of the proceedings (ewgentory or publicity expenses,

36 Article L. 622-17 Il of the commercial code
37 Article L. 631-14 referring to L. 622-17 of thernmercial code
38 Article L 641-13 Il of the commercial code

31



remuneration of thenandatairesand other entities involved in the procedure -iftsi
auctioneers, experts, etc.) benefit from a pretakranking and are paid by the debtor in
priority immediately after the super-preferentiage claims.

Advance payment of procedural expenses by the Treay. — The Public Treasury
must provide advance payments for some expensesedeko the pre-/insolvency
proceedings opened against the debtor, provided ttiea juge-commissaireor the
President of the court has previously confirme@shcshortfall and ordered the Treasury
to advance the payment of said costs via a suleteehidecisioft. The reimbursement of
these advances is guaranteed to the Public Treaguttye preferential rank assigned to
court costs (rivilege). The Treasury will therefore be repaid preferahti before any
other creditors, with the exception of employeesdfigting from a super-preferential
rank on their claims, out of the proceeds fromdhle of the debtor’s assets in the context
of safeguard, reorganization or liquidation procegsl

2.2. Rescue finance

2.2.1.Does the law make special provision for the extersi of finance to
a debtor after the commencement of pre-/insolvengyroceedings?

For instance: can a petitioning party be ordereditake a down-payment on the costs of
the proceedings (e.g. the insolvency practitionsdkary)? Which requirements apply to
‘post-commencement’ finance arrangements, e.g.ayabrof insolvency practitioner or
court of such arrangements or limitation as to amoand/or scope of such finance?
Does the law allow a priority or special securig.g. super-priority) to the provider of
post-commencement finance? Are lenders offeringfimamnce in support of a safeguard
plan confirmed by a court exempted from any ciwdl ariminal liability that may be
associated with the continuation of the debtor'ssibass or claw-back risk in any
subsequent insolvency?

Pre-insolvency proceedings- In aconciliation procedure post-commencement finance
can be granted the “conciliation privilege” — prded by Article L. 611-11 of the French
Commercial Code —, under a court-ratifigtbifrologug conciliation agreement. In this
case, such finance may benefit from a priority rémkvilege) in any distribution of the
debtor's assets organized in any subsequent liioidgroceedings. However, such
privilege does not apply to equity finance.

In case of a court-ratificatiorh@mologation of a conciliation agreement, no subsequent
insolvency opening judgment can set the insolvedate, from which runs the time
period name suspect peridyg where most of deeds may be cancelled, earlian tine
court-ratification ffomologatio date. This rule aims to limit the risks for therfes
offering new finance in support of the debtor’scres from civil and criminal liability or
claw-back risk in any subsequent insolvency procegsd

3 Article L. 663-1 of the commercial code
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Remuneration of entities involved in the proceeding — Immediate payment to the
court-appointed administrato~ As of the opening of the procedure, the detrtost pay
immediately to the administrator the fees due li@ procedures related to the diagnosis
of the company in the context of safeguard and gatiration proceedinds .
Administrator’s fees are calculated under a spesifale provided by law.

- Provisional payment to entities involved in the q@edings— The court-appointed
administrator may request the payment of a prow@iofee as retainer against
proportional future entitlements relative to thegaration of the economic, social and
environmental review and assistance to the debtorpieparing the rescue or
reorganization plail. The President of the court sets the amount sfrétainer fee upon
proposal from thguge-commissairdurther to referral by the administrator. The deur
appointedmandataireand the liquidatd¥ also have the possibility of requesting the
payment of such provisional fees.

Regime applicable to credit facilities granted prio to the opening judgment and
continued thereafter. — Option of the administrator— Similarly to other agreements,
any credit facilities outstanding on the openingedaf the safeguard or reorganization
proceedings continue ipso jure, in spite of anycaken default by the debtor prior to the
opening judgmefit. The decision to continue such contracts fallsenride remit of the
administrator (or the debtor, in the absence addministrator). When filing the contract
enforcement petition, the administrator shall eeghat the funds necessary to enforce
the contract are available.

- Initiative of the financial creditor— The outstanding contract will be terminatedips
jure if the debtor's co-contractor serves notice tbe administrator to rule on the
continuance of the contract and the administraads to reply within the next month.
Furthermore, the banker can avail himself of Aetitl 313-12 of the [French] Monetary
and Financial Code allowing for the terminatiorttué contract (i) for any determined- or
indeterminate term contract: at any time withouompnotice by delivering evidence that
the debtor’s situation is irremediably damaged raopof a wrongful behavio(f; or (ii)
for indeterminate term contracts: by complying witle agreed prior notice and after
sending a prior notice in writing to the delitor

Lastly, in the event of a failure by the debtor the administrator to ensure the
continuance, the contract will be terminated auttcaby ipso jure.

Regime applicable to credit facilities granted aftethe opening judgment —Payment
at maturity dates— Creditors granting credit facilities after thpening of proceedings
are paid as their debts become due and paijaisid may take individual action to secure

“0D. n°85-1390, 27 décembre 1985, article 2, paralatest rev. 23 December 2006

;‘i D. 27 December 2006, article 4 / P-.M. LE CORREI|I@ action, 2014-2015, p. 643, n°352-16.
Ibid.

43 Article L. 622-13 of the commercial code

4 Com 08/12/1987

> Com. 01/10/1991, n° 89-13.127

48 Article L. 622-17 of the commercial code
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the collection of their delft. Furthermore, the interests on their loans will toare to
accrue.

- Priority rank (Privilége). — Any creditors who grant credit facilitieseafthe opening of
proceedings benefit from a priority rankingrigilége'®) in the event of non-payment on
the due dates, giving them a right to be reimbursederentially before other secured
and unsecured creditors from the proceeds of tleecdahe debtor’s assets, but after (i)
the super-preferential wage claims, the court castd any debt claims guaranteed by the
conciliation privilege if the conciliation agreement is ratifielgmologuég by the court
under safeguard and reorganization proceedings,adsal after (i) prior debt claims
guaranteed by real property collaterals under digtion proceedings.

2.2.2.Where the debtor is a corporate entity:

a) Does company law or insolvency law contain dpeciules for
shareholders and/or related companies to finangialssist (directly or
indirectly) a distressed debtor?

Shareholders’ liability. — No system specific to pre-/insolvency procegsliprovides
any obligation for shareholders to financially asgdirectly or indirectly) a distressed
debtor. However, shareholders who provide finanassistance to a distressed company
may be convicted of wrongdoing on several legatgds.

- Liability for insufficient assets- Firstly, the shareholders may be held lega#iple for
insufficient assets under a court-ordered liquatgtin the event that they managed the
companyde facto Article L. 651-2 of the Commercial Code holdsbl@ an executive
manager who contributed to the emergence of art absetfall, for all or part of such
asset insufficiency.

- Extension of the pre-/insolvency procedurd-urthermore, shareholders who finance a
distressed company may be held liable for the payroéall or part of the distressed
company’s debts due to the effect of a decisioextend the proceedings, on the grounds
of assets commingling or fictitious claims.

- Recognition of the status of co-employeiShareholders further expose themselves to
the risk of a co-employer status being determineadf deing requalified as an employer.
As such, they would be held responsible for theenapilities.

- Conventional civil liability — Lastly, shareholders who finance a distressedpany
may be held criminally liable under ordinary law thre grounds of Article 1382 of the
Civil Code.

47 Com 25/06/1996, n°94-20.851
8 Article L. 622-17 of the commercial code
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b) Are shareholder loans subordinated in any subeat liquidation and
distribution of the debtor’s assets in insolvenoyoggedings?

No specific subordination is provided by law regagdshareholder loans.

Besides, any potential subordination agreementriat have been entered into by the
debtor, its creditors and shareholders, is no Ioagelied in liquidation and distribution
proceedings. Such agreements can only be takenagtount when a safeguard (or
reorganization) plan is approved by credit comragtge when the debtor meets specific
conditions regarding revenues (over 20 m€) or staffer 150 employees) or when
specifically authorized by the judgeige-commissaine

Shareholders loans are then treated, while disinguhe debtor’s assets, like any other
claims bearing the same priority rank (unsecuradrmd for example).

However, the considered liquidation proceedings rhaye been preceded by any
conciliation procedure (one of the two pre-insolvency procagsliprovided by French
law, with mandat ad hogroceedings) where a shareholder loan were gramddr a
court-ratified bomologug conciliation agreement. If the “conciliation pitege” —
provided by Article L. 611-11 of the French CommarcCode — were granted by the
Court to such shareholder loan, then this loan bemefit from a priority rankpivilege)

in the subsequent distribution of the debtor's tssswganized by the liquidation
proceedings.

2.3. The stay/moratorium

2.3.1.Where pre-insolvency or insolvency proceedings angsed to effect
a business rescue, what stay/ moratorium (if anysiprovided by
the law to protect the debtor’s assets, and when drhow does it
arise?

For instance: does the law provide rules for segliof the insolvent estate or
guarding/security of certain assets. Does the stage automatically or only by court
order? At what point does it arise? Is there angvisional or interim stay that arises on
filing for pre-/insolvency proceedings, prior teetformal commencement?

Period preceding the opening judgment— No system specific to pre-/insolvency
proceedings exists to freeze prosecution by creditiuring the period preceding the
opening judgment of a judicial procedure. Howewsty deeds entered into during the
time period ranging from the insolvency date uph date of the opening judgment, the
so-called Suspect perigtd may be cancelled.
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The distressed debtor may however petition theguddga postponement or rescheduling
of the payment of sums due to a creditor, withia limit of two years, apart from any
pre-/insolvency proceedings (Article 1244-1 of C®bde). The resulting judgment will
enable a stay of any prosecution actions initiggthe creditor, and of any enforcement
proceedings that may have been initiated by thditore and a standstill on any increased
interests or penalties incurred due to late payméhtticle 1244-2 of the Civil Code).
This freeze will however be restricted to the debed to the creditor against which the
petition has been filed, as Article 1244-1 of th&ilCCode specifies that the judge must
take into consideration both the situation of tlebtdr and the needs of the creditor.
Furthermore, this action does not generate angaole effects. Such mechanism can
be specifically used in conciliation proceedings.

Effects generated by the opening judgment on judial proceedings — Prohibition of
payments— The judgment opening the proceedings implies jpre a prohibition to pay
any debt that arose prior to the opening judgmexté,dwith the exception of set-off
payments of connected claifislt further implies a moratorium on any claimssarg
after the opening judgment for the needs of thegrdings or the observation period or
as consideration for a service provided to the atetbtiring this period prior to their due
date®®. In addition, the only contractors to be paid be tlue dates are those whose
claims arise from the performance of continued remt$, and creditors whose claims
arise for the needs of the proceedings or the whsen period or as consideration for a
service provided to the debtor during this period.

- Stay and prohibition of prosecutior The opening judgment stays or prohibits any
court proceedings by all creditors (with the exaapof the above-mentioned creditors

paid on their claims’ due dates) and any actiorkisgeto obtain (i) an order against the

debtor to pay a sum of money, or (ii) the termimatdf a contract on the grounds of non-
payment of a sum of mon

- Stay and prohibition of enforcement proceedirg3he opening judgment also stays or
prohibits any proceedings for enforcement by thessitors on both movable and

immovable property assets, in addition to any iistron procedure that did not result in

a distribution prior to the opening judgment (Alit.. 622-21).

- Stay on accrued interestss The opening judgment stays the legal and cotiah
interests, as well as any late penalty interestissaimcharges, except for interests arising
from loan contracts entered for a period of attl@m® year or contracts with payments
deferred for at least one year (Article L. 622-28).

2.3.2.What is the impact of any such stay/moratorium on:

4 Article L. 622-21 of the commercial code
50 Article L. 622-17 of the commercial code
51 Article L. 622-21 of the commercial code
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a) Secured creditors (including the exercise of outairt enforcement
rights, if any)?

For instance: is the insolvency practitioner emtitlto use, consume or dispose of secured
assets during the stay/moratorium? If so: is theejymliced creditor entitled to
reimbursement for damages and/or can he demandisubssecurity? Can a secured
creditor submit an application to the court for \eato enforce their rights as if the stay
did not apply?

Stay of filings. — No mortgages, liens, pledges or privileges ibayegistered after the
opening judgment is issuéfiThere are however two exceptions to this principlestly,
the Public Treasury keeps its privilege on claihat it was not required to register on the
date of the opening judgment and for claims toddkected after this date if these claims
are duly filed. Secondly, the seller of a busimasy register his privilege.

Granting of sureties - In principle, the debtor is prohibited from enhg into any
disposal transactions that are not part of thenargi management of the company, and
the granting of sureties falls in this categoryeTupervisory judgguyge-commissaine
may however authorise the debtor to grant a moetgben or pledge after the opening
judgment>® Nevertheless, if the granting of such suretieiale to have a decisive
impact on the outcome of the proceedings,jtliez-commissairenay only rule on the
subject after consulting the Public Prosecutor.

Prohibition of prosecution and enforcement proceeaigs — The law makes no
distinction regarding the creditors subject to @hivition of prosecution and enforcement
proceedings”®. This rule is one of the consequences of the jplim®f equality among
creditors, a principle based on both public andrimational standards. Consequently, all
creditors, whether secured or unsecured, are dulbje¢he rule of prohibition of
prosecution and enforcement proceedings.

Sale of an encumbered asset During the observation period, nothing prolsiktite
debtor from selling encumbered movable or immovateperty assets provided it
constitutes an act of ordinary business managemesimilar freedom for the debtor to
dispose of his assets is recognized further t@tiogption of a rescue or turnaround plan,
subject to its related inalienability clauses aodhe control of the plan commissioner
(commissaire a l'exécution du plato ensure compliance with the commitments
contained in the plan. The sale may sometimes dairesl for the performance of the
plan, regardless of the debtor’s control, i.e. hi@ eévent that the encumbered asset is part
of a partial asset disposal related to the Blan

Sale of an encumbered asset During the observation period or the plan penfance

phase, it may sometimes be necessary to sell assdtse event of the disposal of an
asset encumbered with a special privilege, lieedgé or mortgage, the law provides that
the portion of sale proceeds corresponding to sedured debts will be placed in a

52 Article L. 622-30 of the commercial code
53 Article L. 622-7 of the commercial code
54 Article L. 622-7 of the commercial code
55 Article. L. 626-23 of the commercial code
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deposit account held in escrow by the Caisse dgdt®ét Consignations. The creditors
secured by these sureties or by a general prividtjde paid out of the proceeds after
payment of the super-preferential wage claims ¢hes L. 622-8 and L. 626-22). They
receive immediate payment, and dividends falling gursuant to the early repayment
plan according to their respective priority ranking

b) Pending lawsuits, and unexecuted judgments?

Pending proceedings — The opening judgment stays or prohibits legalceedings
initiated by all creditor®. Thus, any pending proceedings seeking the payofesums
of money are stayed until the prosecuting credits filed his claim. Such proceedings
will then resume ipso jure, but for the sole pumax verifying the claims and
determining their amount, after having duly sumnubtiee court-appointethandataire,
and, as the case may be, the administrator orléimecemmissionet’.

By way of exception, any proceedings pending befloeePrud’hommes labour courts on
the date of the opening judgment are continuechénpresence of the court-appointed
mandataireor of the administrator if assigned to provideigtasice, or after having been

duly summoned. The court-appointedndataireinforms the court hearing the case and
the employees party thereto of the opening of thegedings within ten days.

Non-enforced judgments — The opening judgment stays or prohibits anypmment
proceedings by the creditors on both movable anddwable property assets, in addition
to any distribution procedure that did not resaltai distribution prior to the opening
judgment®. Consequently, if the enforcement of a judgmentiezedres judicataprior

to the opening judgment requires an enforcementeghare, said judgment cannot be
enforced.

c) in the case of corporate debtors, petitions foirthquidation?

Opening of judicial liquidation proceedings — The rule on the prohibition of
prosecution does not preclude the opening of congéred liquidation proceedings.
Whenever the debtor is in a state of insolvency ang turnaround is manifestly
impossible, judicial liquidation proceedings shoblel opene¥. The judicial liquidation
may commence immediately without any observatiaiogdeor following an observation
period. Entities entitled to petition for court-eréd liquidation include the debtor
himself, a creditor or the Public Prosecutor's Office {@lg L. 640-5). Save for the
option of converting safeguard or reorganizatioocpedings into a liquidation procedure
(Articles L. 622-10 & L. 631-15), the court may nafficially decide the opening of
liquidation proceedings on its own.

%6 Article L. 622-21 of the commercial code
57 Article L. 622-22 of the commercial code
%8 Article L. 625-3 of the commercial code
5 Article L. 622-21 of the commercial code
50 Article L. 640-1 of the commercial code
51 Article L. 640-4 of the commercial code
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2.3.3.Are there any exclusions from the stay?

Limitation of the prohibition of proceedings seekirg the payment of monies— The
stay concerns only proceedings intended to redinepayment of monies or to resolve a
payment default. Accordingly, any judicial actiohased on any grounds other than
payment default are admissible.

2.3.4.1Is the stay subject to any time limit?

Duration of the prohibition/stay of prosecution - The debtor protected under a rescue
or reorganization plan regains the control over dssets and the responsibility for
management, as the judicial administrator termsais/her assignment. The creditors
recover their right to prosecute within the limisfined under the plan which is binding
on everyone, including the time-barred creditor®whd failed to file their debt claim in
due time.

However, any claims not properly submitted areerdbrceable against the debtor during
the execution of the plan nor after its complefoovided that the commitments stated in
the plan or decided by the court have been metdArL. 622-26). Thus, creditors
affected by the stay of individual proceedings waitily regain their right to prosecute
provided that their claims have been duly filedha list of liabilities.

2.3.5.Does the law provide any form of stay protection fio safeguard
plan negotiations that are conducted outside formgbrocedures?

For instance: is a stay available in a case whehe tebtor is in the course of
negotiations leading to a restructuring plan? Howed such a stay arise (e.g. court
order) and subject to what conditions? e.g. denratish of the potential benefits of the
restructuring; demonstration of certain percentage creditors interested in further
negotiations? What is the maximum duration of suskay?

Judicial proceedings preceded by a preventive prodere. — Judicial proceedings may
be preceded by preventive procedures, namelyrthiedat ad howr the conciliation
These procedures rely on the principle of conti@dieedom, which implies that neither
the debtor nor theconciliateur has the power to force the creditors parties ® th
negotiations to grant any standstills or moratosum

Standstill period. (see 2.3.1. above) — A distressed debtor mayigetihe judge to
request the postponement or rescheduling of paykre to a creditor within the limit
of two years, apart from any pre-/insolvency praiegs?. The resulting judgment will
enable a stay of any prosecution initiated by theditor, and of any enforcement
proceedings that may have been initiated by theitore and a standstill on any increased
interests or penalties incurred due to late payméhiticle 1244-2 of the Civil Code).

52 Article 1244-1 of the Civil Code
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This freeze will however be restricted to the debed to the creditor against which the
petition has been filed, as Article 1244-1 of theilCCode specifies that the judge must
take into consideration both the situation of thebtdr and the needs of the creditor.
Furthermore, this action does not generate angdolke effects.
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3. Executory contracts, including leases, IP-licensingcontracts;
termination and modification of contracts; transfer of contracts

3.1 Executory contracts

3.1.1.How are executory contracts affected in general byhe
commencement of pre-/insolvency proceedings?

For instance: who has the power to terminate ortcare such contracts, and subject to
what conditions?

Preventive proceedings (ad hoc and conciliation poeedings)— Pursuant to French
bankruptcy lawf®, any contractual provisions increasing the debtabligations (or
reducing its rights) by the sole reason of the opgnf a preventive proceedings (ad hoc
proceedings and conciliation proceedings) shaldéemed null and void. It obviously
prohibits debtor’s contracting party to terminatecgoing contract, accelerate a loan or
increase the remuneration.

Apart from such provision, there are no specifieswas to the continuation of executory
contract, unlike what is provided for in case arganization proceedings (safeguard and
reorganization proceedings).

Reorganization proceedings (safeguard and reorgaration proceedings)— As a
general rule, French law provides for protectiveasuges as to executory contracts
entered into by a debtor who is the subject ofganization proceedings (safeguard or
reorganization proceedings).

These rules apply to all executory contracts thatisto force at the time of the opening
of the insolvency proceedings (or safeguard prdoged, including contracts of an
intuitu personaeature but to the exclusion however of a limitedhber of contracts (i.e.
employment contractsfiducie agreements, workout agreement court-approved in a
conciliation procedure, financial guarantee agregmend transactions on financial
instruments).

Continuation. Pursuant to French bankruptcy law, executory eamtdrin force cannot be
terminated by the sole reason of the opening ofrgeozation proceedings
notwithstanding any legal or contractual provisiemshe contrary?

The executory contracts are automatically mainthimgo force and the debtor’s
contracting party must perform its contractual gétions despite non-performance by the
debtor of its own obligations prior to the openioigthe reorganization proceedings.
However, case law decides that protective meassined only apply to breach of
financial obligations (payment default) so that tcacting party could be entitled to ask

53 Article L.611-16 of the commercial code
54 Article L.622-13 1. of the commercial code
5 Article L.622-13 I. of the commercial code
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for termination of executory contracts on the gibwh a non-performance by the debtor
of any obligation other than of a financial nature.

The court-appointed administrator can require thetal’s contracting party to perform
ongoing contracts in exchange for the performantethe debtor's post-petition
obligations. When requiring the performance of exexy contract the court-appointed
administrator shall ensure on the basis of forechdbcuments that the debtor will have
sufficient funds to perform its own obligatioffs.

The continuation of the executory contract can asalt in a notice sent by the debtor’s
contracting party to the court-appointed administraPursuant to article L.622-13 11l 1°
of the French commercial code, the debtor’'s cotitrgcparty can require the
administrator to give his position on the continoabf an executory contract (which will
be automatically terminated once a formal noticesaat to the administrator and has
remained unanswered after a month).

The post-petition claims resulting from executooyiract that has been continued:

- shall be paid when they fall due. In reorganizatmmoceedings rédressement
judiciaire), the debtor shall not benefit from contractuayrpant terms anymore
(unlike safeguard proceedings). Payment in cpalefnent comptaphbecomes the
rule.

- if not paid, they shall benefit from a statutoryvpege. They will rank ahead of
both secured and unsecured pre-petition claimg-g&tgion claims will however
rank after arrears of wages, post-filing court soahd new money facilities
extended in a court-approved conciliation workagreament.

Termination. There are several ways for an executory contcalsetterminated.

Pursuant to article L.622-13 Il 82 of the Frenclmagercial code, the administrator can
(must!) require termination of an executory contrénat has been continued if he/she
anticipates that the debtor will have no sufficitumd to pay the next term/instalment.
Damages resulting from such early termination shall be qualified as post-petition

claims but will be deemed to constitute pre-patitttaims.

In case of payment default of a post-petition claiftan ongoing contract that has been
continued, article L.622-13, 1ll, 2° of the Frenabmmercial code provides for automatic
termination of the concerned contract failing agreet of the debtor’s contracting party
to continue such contract.

As mentioned above, termination of an executorytreah can also result in a notice sent
by the debtor’s contracting party to the court-apfeml administrator to obtain his/her
position on the continuation of such contract. iRgilany answered within a month, the
executory contract shall be automatically termidate

At last, the administrator can request the superyigudge juge-commissaire to
terminate an executory contract. Since such terioimacould result in causing
significant damages to the debtor’s contractingypar is strictly circumscribed by law

5 Article L. 622-13 Il of the commercial code
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which provides two conditions to be nféfirstly, such termination shall be necessary
for the safeguard/reorganization of the debtor.o8dly, such termination shall not have
an excessive adverse impact on the interest ofiebéor’'s contracting party. It shall be
pointed out that damages resulting from such dariyination shall not be qualified as
post-petition claims but will be deemed to congitpre-petition claims.

3.1.2.Are there any specific rules regarding the treatmenof hire-
purchase and lease contracts (including any leaserdracts
related to business premises)?

French case law decides that a contract may onlynigeing provided that the debtor is
still entitled to require the performance of a caotual obligation from its contracting
party on the opening date of the reorganizatiorcgedings. As long as there is no
obligation to be performed by such contracting yparymore, the contract cannot be
deemed “ongoing”.

Therefore, so long as in a hire-purchase, the ostierof the asset (in case of
reorganization of the purchaser) or payment of thst instalment (in case of

reorganization of the seller) has not occurred, ¢betract shall be considered as an
ongoing/executory contract.

This being said, there are not specific rules mdiggr hire-purchase contracteefite a
tempérament The legal regime described under paragraph aldove shall apply.

As far as lease contracts are concerned, specilés rare provided for termination of
leases pertaining to property assets rented byléhor for the purpose of its business
(excluding any other leases).

Termination Should provisions regarding continuation of ongogumtracts (see 3.1.1
above) still apply to such lease agreement (ireiteation provisions on the sole reason
of the opening of reorganization proceedings shalbdeemed null and void; possibility
for the court-appointed administrator to requir@toauation of the ongoing agreement),
specific provisions are designed for terminationeafse agreement pertaining to assets
used by the debtor for its business.

Indeed the termination of such lease agreementdlocour:
- if the administrator anticipates that the debtoit ive no sufficient fund to pay

the next terr?f; or

- on the date when the lessor is informed by the adtnator of its decision to
terminate the lease agreenfénor

- when the lessor requires termination of such leageement on the basis of a
default payment of post-petition claifisit being however specified that the lessor
cannot request for such termination before expirg three-month period starting

57 Article L.622-13 IV of the commercial code
%8 Article L.622-13, Il of the commercial code
5 Article L.622-14, 1° of the commercial code
0 Article L.622-14, 2° of the commercial code
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from the opening of the reorganization proceedifggdeguard or reorganization
proceedings); or

- following any lessor’s request on the basis of a-performance by the debtor of
its obligations (excluding default payment of pegiion claims), it being specified
that the absence of activity during the observaperniod in one or more of the
rented properties shall not give rise to termimabé the lease, notwithstanding any
contractual provision to the contraly.

3.1.3.Are there any specific rules regarding the treatmen of
utility contracts?

For example: does the law restrain utility suppdidrom demanding ‘ransom’ payments
from the debtor in exchange for the continuing $yipp utilities?

There are no specific rules regarding the treatnoénttility contracts. As mentioned
under paragraph 3.1.1 above, executory contraetawomatically maintained into force
and the debtor’'s contracting party must perforncastractual obligations despite non-
performance by the debtor of its own obligationgomprto the opening of the
reorganization proceedings.

However, case law decides that protective meassined only apply to breach of
financial obligations (payment default) so that tcacting party could be entitled to ask
for termination of executory contracts on the gwh a non-performance by the debtor
of any obligation other than of a financial nature.

Therefore, French bankruptcy law would not preverdebtor’'s contractor party from
asking for termination of an ongoing contract baseda non-performance of one of the
debtor’s obligations occurred prior to the openaighe reorganization proceedings as
long as it does not deal with a financial (paymei)gation.

3.1.4.Are there specific rules regarding IP, domain nameand
licensing contracts?

There are no specific rules regarding the treatnoéri®, domain name and licensing
contracts. Provisions detailed under paragrapid 3Hall apply to such contracts.

! Article L.622-14 of the commercial code
2 Article L.622-13 1. of the commercial code
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3.2Termination and modification of contract rights

3.2.1.Does the law address the validity of contractual auses that
purport to entitle the counterparty to terminate or modify
contract rights in the event of the debtor’s insolency or its
entry into pre-/insolvency procedures, and if so h@?

Please refer to answer to question 3.1.1.

3.3.Transfer of contracts

3.3.1.Can contracts to which the debtor is a party be trasferred
to a purchaser of the debtor’s business, and if soow and in
what circumstances?

Transfer of contracts The court shall order the transfer of all the cactis necessary for
the continuation of the business to the benefihefpurchaser of the debtor’s busin&ss.

Such transfer is therefore the result of a coucisilen to which the relevant contractor
cannot oppose. Such provision shall apply to amd kof contract (so long as it is
necessary for the continuation of the businesfhaaexclusion however of employment,
insurance or publishing agreements which are autoafly transferred by law to the
purchaser (no need for a judicial decision).In &ddj it shall be noted that case law
usually decides that contracts of iatuitu personaeature are excluded from the scope
of judicial transfer of article L.642-7 of the Fdncommercial code.

The type of contract falling within the scope ofi@de L.642-7 of the French commercial
code is therefore particularly broad.

The transfer is subject to having:

- the contract listed both in the offer issued by fhechaser and in the court
decision; and

- a contract which is ongoing (see § 3.1.1 above).

The transfer will be effective at the earliest bé tdate of execution of the purchase
agreement of the debtor’s business or the commesrdedate of the operation of the

business by the purchaseriée de jouissangeln any case, the terms and conditions of
contracts transferred by court decision shall renaaichanged.

3 Article L.642-7 of the commercial code
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4. Ranking of creditor claims; governance role of credors

4.1 Pre-commencement creditors:

4.1.1.How are pre-commencement creditors ranked for the
purpose of a distribution of the debtor’'s assets? IBase list in
order of priority.

Legal priority ranking. In the context of a distribution of the proceexsf the sale of
the debtor’s assets, the creditors whose claimeapo®r to the opening judgment are
paid after all other categories of creditors, afrarh some exceptions.

Safeguard and Reorganization (Sauvegarde & Redresset judiciaire) — In the
context of safeguardS@uvegarde™ and reorganizationRedressemenjudiciaire) >
proceedings, the priority ranking for paymentsredgors is as follows:

1) Super-preferential wage claims (generally coesliing to wages dating back
to the past 60 working days prior to the openindgjuent, hence an exception
since these claims are pre-dated);

2) Court and legal costs engendered after the nggndgment for the needs of
the proceedings (expenses inherent to the proceduge (e.g. inventory or

publicity expenses, remuneration of thandatairesand other entities involved in

the procedure — bailiffs, auctioneers, experts);etc

3) Claims secured under the “conciliation privilegehe conciliation agreement

was ratified lomologug by the courf®;

4) Claims properly engendered after the openingueht for the needs of the
proceedings or of the observation period, or assidemation for a service

provided to the debtor during this period;

5) Other claims based on their priority rank, takimto account preferential

clauses under ordinary law.

Judicial liquidation. — The order of payments differs in the case afoart-ordered
liquidation’’, but as a rule creditors with prior pre-openingirds are always paid last
from the proceeds of the sale of the debtor’s assethe following order:

1) Super-preferential wage claims;

2) Court and legal costs engendered after the nggndgment for the needs of
the proceedings;

3) Claims secured under the “conciliation privilégehe conciliation agreement
was ratified by the court;

* Article L 622-17 Il of the commercial code
> Article L. 631-14 referring to L. 622-17

¢ Article L. 611-11 of the commercial code
" Article L 641-13 Il of the commercial code
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— 4) Prior claims secured by real property collateré&hortgages and property
liens);

— 5) Claims properly engendered after the judgmemnom or pronouncing the
judicial liquidation provided that (i) they arosear the needs of the proceedings or
the temporary continuation of the business as aigétabunder Article L. 641-10;
or (i) arose as consideration for a service pregido the debtor during this
ongoing-concern period or from the performance of cgoing contract as
decided by the liquidator; or (iii) or arose frohetneeds of the day-to-day life of
a debtor who is a natural entity;

— 6) Other claims based on their priority rank, takimto account preferential
clauses under ordinary law.

4.1.2.How are these creditor claims verified prior to a
distribution?

Declaration of claims.— As of the date of publication of the judgment, akditors
whose claims arose prior to the date of the opequdgment, with the exception of
employees, file a declaration of their claims te thandataire judiciairé® within two
months after the publication of the judgni@&nCreditors who hold a published surety or
who are bound to the debtor by a published contaeetnotified in person or, where
appropriate, at their elected domicile. The tinmaitlifor filing claims with respect to
these creditors runs from the date of this inforamtnotice. The claims may be
submitted by the creditor or by any employee oxpraf his choice.

Verification of claims. — Once the creditors have filed a declaration eirtblaims, with
the exception of those referring to another prooeguweviously initiated before another
court, the insolvency professionals in charge o tleorganization proceedings are
responsible for deciding on the merit of the dexdaclaims. To this purpose, the claims
are verified for subsequent approval or rejectigerification of the claims by the
mandataire judiciairé’ is the ordinary prerequisite prior to the rulinfazceptance or
rejection by the supervisory judgede-commissaifg" .

Calendar of proceedings — The procedural steps to determine the fate ezladed
claims are the following chronologically:
— Filing of the claims;
— Deadline of two months as of the date of publicatbthe opening judgment;
- In the event this deadline is exceeded, submiftal metition to order a waiver of
the time debarment on the clainelevé de forclusion six-months deadline as of
the date of publication of the opening judgment ;

8 Article L. 622-24 of the commercial code
™ Article L. 622-24 of the commercial code
80 Article L. 624-1 of the commercial code
81 Article L. 624-2 of the commercial code
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— Verification of claims by themandataire judiciairewho draws up a list of
admissible claims;

— Deadline set by the court;

— Submittal of the claims list to thege-commissaire

— Decision of thguge-commissairen the claim;

— Court's approval or rejection, or declaration afdaf jurisdiction;

— Statement of claims filed at the court clerk’s offiand published in the
BODACC official bulletin.

4.1.3.Which (if any) of these creditor claims enjoy prefesntial
status, and to what extent?

Preferential treatment of secured creditors— Prior creditors are paid in the context of
the execution of the reorganization plan and iroetance with the terms and conditions
in said plan. Among the prior creditors, the sedureeditors benefit from preferential
treatment.

If the secured creditors have been paid off ondilie dates as provided in the plan, they
no longer have any reason to enforce their prefialenght. However, two situations
may occur where they may invoke this prerogatiustly, in the event of the sale of an
asset encumbered by a real surety — during thempesthce of the plan — where, as a
waiver to the rules of payment equality providedthe plan, the law provides for an
immediate payment of secured credifgrand secondly, in an event of default by the
debtor not followed by a rescission of the ptan.

4.1.4.Which (if any) of these creditor claims are subordiated,
and to what extent?

None of these creditor claims are subordinated.

4.1.5.Can these creditor claims be traded during the cowse of
pre-/insolvency proceedings?

Trading of claims. — The debt claims held by prior (pre-opening)ddmes may be
traded during the course of pre-/insolvency prooegd However, a number of rules will
need to be adjusted due to the change of debt swner

82 Article L. 626-22 of the commercial code
83 Article L. 626-27 of the commercial code

48



As an example, it is the responsibility of the débtyer to declare the claim in the
debtor’s proceedings, and not of the seller whold/bave lost his capacity to do®o

Similarly, a creditor whose debt is assigned Idssscapacity as member of a creditors
committee, as several successive holders of a esimgbt claim may not sit
simultaneously on a creditors committee. In ordeensure that the debt assignee is
informed about the debtor’'s proposals and is aeuohitb cast a vote, the administrator
must be informed of the debt sale via certifiedlmaih acknowledgment of receipt, in
accordance with Article R. 626-57-1 of the Commar€ode.

4.2 Post-commencement creditors:

4.2.1.Does the law make any special provision for the tegment
of debts incurred by a debtor in possession or insgency
practitioner after the commencement of pre-/insolvecy
proceedings, and if so what does the law provide?

Payment of post-opening creditors on due dates- Principe.— Some creditors whose
claim arose after the opening judgment may bemeiih preferential treatment. This is
the case of creditors whose claims arose propédtéy ghe opening judgment for the
needs of the proceedings or of the observatiorogpenr as consideration for a service
provided to the debtor during this period, and vetne paid on the due dat&sat the
exclusion of other pre-opening prior creditors.

- Payment on due dates Preferential post-opening creditors are reledsech the
principle of payment prohibition/stay specified Amticle L. 622-21, applicable only to
prior claims and to non-preferential subsequentmdaThus, the relevant post-opening
creditors are the only ones who may be paid, witlsatfering any competition from pre-
opening prior and related creditors. They must il by the administrator or by the
debtor in due time on the dates when their claise due and payable, and may take
individual prosecution actions to ensure the ctilbecof their debt”. Furthermore, they
are not affected by the stay on accruing intereBley are also not subject to the
procedure of declaration and verification of clainibey must however keep the court-
appointed administrator anandataireinformed of their claims.

- Privilege — If not paid on the due date, the creditors vehdaims arose properly after
the opening judgment for the needs of the procgsdin of the observation period, or as
consideration for a service provided to the delastoring this period, benefit from a
preferential rankgrivilege) based on which they are paid preferentially befomy other
creditors.

84 Com. ler mars 2005, n° 03-15.862
8 Article L. 622-17 , | of the commercial code
8 Com 25/06/1996, n°94-20.851
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4.2.2.1f not, how are such claims treated?

Not applicable

4.3 Governance by creditors:

4.3.1.Creditors’ committee:

a) Does the law provide for a creditors’ committeepire-/insolvency
procedures?

Preventive/pre-insolvency proceedings— Only the main creditors of the debtor
participate in the conciliation procedéfeln practice, while the main creditors are most
frequently the credit institutions involved in tdebtor’s financial difficulties, they are
not regrouped in a “Committee of Financial & Retat€redit Institutions” (CECA,
Comité des établissements de crédit et assimnildsing the system of creditors
committees provides a way to overcome any oppasitiom a minority of creditors in
the context of a qualified majority vote. Howewtre conciliation procedure relies on the
principle of contractual freedom, which implies tthaeither the debtor nor the
conciliateurhas any power to compel any decision from theitedwho are parties to
the negotiations. In the absence of a unanimoussermus among creditors, no
restructuring agreement can be adopted. For the saasons, no creditors committee is
organised in the context ofnmandat ad hac

Insolvency proceedings—Proposals for the settlement of liabilities musshbmitted to
the relevant creditors. Whenever the proceedingsive a debtor whose accounts have
been certified by statutory auditors or establishgda chartered accountant, and whose
headcount exceeds 150 employees or whose salesussegceeds 20 million euros, it is
mandatory to establish a creditors commiffedowever, thguge-commissairenay, at
the debtor's or administrator's request, authotls® creation of creditors committees
below these thresholds.

Whenever the procedure involving the establishnodné creditors committee is not
applicable, the court-appointedandatairecollects the individual or collective consents
of all creditors who have filed their claims, redjag the proposed time extensions and
debt reductiors.

87 Article L. 611-7: “The conciliator's duty is togmote the conclusion of an amicable agreement eetwe
the debtor and its main creditas well as, if applicable, its usual contractimgtpers which is intended to
put an end to the difficulties faced by the busin@sanslation by Legifrance)

% Article L. 626-29 of the commercial code

8 Article L. 626-5 of the commercial code
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b) How is such a committee constituted?

Dual committees.— Two separate creditors committees are estallistgpectively for
the credits institutions and the main suppliergadds and services. The dual committees
are warranted by the difference of interests betmike company’s financial partners and
business partners, since the company’s financgibwidoes not necessarily match its
industrial or business vision.

Committee of Financial & Related Credit Institutions (Comité des établissements de
credit et assimilés — Firstly, any credit institution holding a pripre-opening claim is a
de jure member of this committ&e.

Secondly, in accordance with Article R. 626-55h Commercial Code, the institutions
covered under Article L. 518-1 of the Monetary &é&incial Code are regarded as credit
institutions: i.e. the Public Treasury, Banque danEe, La Poste, tHastitut d'émission
des départements d'outre-mehe Institut d'émission d'outre-mesind theCaisse des
dépots et consignatiowho are authorised to conduct banking transactiaitisough not
subject to accreditation by the Prudential Contkalthority (Autorité de contréle
prudentie). Accordingly, the accreditation as a credit mgion as such is not a
prerequisite to sit on this first creditors comemtt

Thirdly, this includes the institutions covered en@ook V Title Il Chapter 1l Section 2
of the Monetary & Financial Codkas related toFreedom of establishment and freedom
to provide services in the States party to the feam Economic Area Agreemént

Lastly, “any other entities with whom the debtor has enteénéal a credit transactich
are regarded as “related credit institutions”.

Suppliers Committee — Unlike the Committee of Financial & Related dite
Institutions whose membership focuses on the nowbncredit transactions, the
committee of suppliers of goods and services rdfees notion of diverse legal business
transactions. Suppliers of goods are bound to ¢fwod by more or less elaborate sales or
distribution contracts. Suppliers of services mayeha variety of relationships with the
company, resulting in particular from corporate tcacts, mandates, commissions, or
brokerage, etc. The prerequisite is that said eohtloes not fall under the category of
credit transactions that would entitle to membegrsn the first committee (CECA).

The de jure membership on the suppliers committee dependh@rs¢ope of the debt

claims. Only those suppliers holding more than 3P4he total amount of suppliers’

claims arede jure members of the suppliers committeeOther suppliers may only be
member of the suppliers committee upon request tte@madministrator; in the absence
of legal criterion, the administrator will have éibom of choice.

% Article L. 626-30 of the commercial code
% Article R. 626-55 of the commercial code
92 Article L. 626-30 of the commercial code
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General Assembly of Bondholders— If cases where bondholders exist, a general
assembly of all holders of bonds issued in Francabooad is established and convened
for the purpose of deliberating on the draft redtriting plan adopted by the creditors
committees (Article L. 626-32).

c) What is the role and powers of such a committee?

Vote on the draft plan. — Committee of Financial & Related Credit Institutg and
Committee of main supplierss The committees are asked to vote on the draft
restructuring plan developed by the debtor withssasce from the administrator. Any
creditor member of a committee may also submit a&ftdslan to be reported by the
administrator>

- Bondholders General AssemblyOnce the draft plan has been adopted by eatieof
committees, it is then submitted for approval t® blondholders general assembly.

d) Are such committee members exposed to persondityiddy virtue of
acting as members, and if so on what basis?

French Law does not provide for such specific adgeersonal liability.

e) Are such committee members remunerated, and ibwaahd on what
basis?

Committee members are note remunerated.

f) To the extent that the law does not provide foreglitors’ committee,
Is there any alternative form of creditor repressian?

Contréleurs — Creditors are primarily represented by the ¢oe@i representative whose
role is to represent creditors. A creditor will e entitled to initiate any proceedings on
behalf of the other creditors.

Any creditor can ask to the supervisory judge toappointed controllerGontrdleur).
The supervisory judge may appoint one to five adlgr amongst the creditors who
asked so, but he is free to appoint only one ofnth®hould more than 2 controllers be
appointeed, at lease of them is selected amongureskcreditor and one of them among
secured ones. A relative of the debtor cannot Ipeiaged controllef? If the debtor is a
registered professional, one of the controllerasassarily the professional association /
council.

9 Article L. 626-30-2 of the commercial code
94 Article L. 621-10 of the commercial code
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Controllers may defend the collective intereststieé creditors where the creditor’s
representative fails to do SdThey are also entitled to request the conversiothe
proceedings into liquidatio?t.

Controllers are subject to a duty of professiomalrecy and are prohibited from buying
up the assets of his debt8rin addition they may be held liable in case ofsgro
misconduct.

4.3.2.General meetings of creditors:

a) Does the law require general meetings of creditorpre-/insolvency
proceedings, and if so when?

Preventive pre-insolvency proceedingsin the context of pre-insolvency proceedings,
no meeting is organised to secure the agreemeateditors on the draft restructuring
plan. Such agreement is not materialised in the foir a vote, but by simple approval of
the restructuring protocol. Conversely, several tings, combining the debtor (and his
counsel as appropriate), the administrator andctbditors are organised to discuss the
debt rescheduling and the company’s reorganisatonthe purpose of reaching an
agreement on the restructuring protocol. Such mgetare not expressly required by law,
but contribute to the task of theonciliateur as specified in Article L. 611-7 of the
Commercial Code.

Insolvency proceedings In the context of judicial insolvency proceedingkse law
requires that the Committee of Financial & Rela@rddit Institutions, the committee of
main suppliers and the bondholders general assemebtpnvened in order to vote on the
draft restructuring plafi.

b) What voting rules apply in such meetings?

Committee of Financial & Related Credit Institutions and Committee of main
suppliers. The decision to adopt the draft plan is takeredgh committee via a majority
vote of its members representing two thirds of ¢te@ms held by the voting members.
However, creditors for whom the draft plan does paivide for any changes in the
payment terms or provides for a full cash paymemwhédiately after the approval of the
plan or after the admission of their claims dotaée part in the vofé

% Article L. 622-20 of the commercial code

% Article L. 622-10 of the commercial code

% Article L. 642-3 and L. 642-20 of the commerciatie

% Articles L. 626-30-2 and L. 626-32 of the commalciode
% Article L. 626-30 of the commercial code
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General Assembly of BondholdersThe decision is taken by a majority vote of two
thirds of the amount of the bond claims held by b®arers who have cast a vote,
notwithstanding any clause to the contrary andpeddently of the law applicable to the
bond issue contract. For bondholders who are baagés of a trust created as guarantee
by the debtor, only the amount of their bond clammossecured by such a surety are taken
into account. Bondholders for whom the draft plaesl not provide for any changes in
the payment terms or provides for full cash paymemhediately after the approval of
the plan or after the admission of their claimadotake part in the vot&.

100 Article L. 626-32 of the commercial code
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5. Labour, benefit and pension issues

5.1 Employment contracts

5.1.1.Are there any special insolvency, contract, companyr
labour law provisions regarding the treatment of enployment
contracts or collective agreements where the empley is in
distress or in pre-/insolvency proceedings?

For instance: are there specific rules on the teration of these contracts, e.g. requiring
prior court approval, or some notice period? Undetich circumstances can an
employee sue the insolvent debtor or (where appl#aan insolvency practitioner for
wrongful termination?

Pre-insolvency proceedingsPre-insolvency proceedings do not affect employmen
contracts. These proceedings are confidential, et@nemployees. In safeguard
proceedings, the procedure to terminate employmentracts is the same as outside
insolvency proceedings.

Insolvency proceedings In reorganisation proceedings, employees may be&ema
redundant during the observation period if the netduncies are urgent, unavoidable and
necessary’* The judicial administrator must consult the emples/ representatives or

works council and inform the labour authoritiesdvefsubmitting a list of positions that

the judicial administrator would like to have remedv The insolvency judge must then

authorise the dismissals based on such list. THeigl administrator can then make

employees redundant in accordance with the ligpbsftions to be removed.

In liquidation proceedings, the liquidator mustterate all employment contracts within
15 days of the date of the judgment ordering theidiation or at the end of the temporary
continuation of the debtor’'s operations, where igpple. Termination must be preceded
by the consultation of the employees’ represergatir the works council and the
information of the labour authorities.

If the business is sold by way of a sale plan (Wwhetpproved in reorganisation or in
liquidation proceedings), employment contracts udeld in the plan approved by the
court automatically transfer to the purchaser. ansferred employment contracts are
terminated by the judicial administrator or liquioia

It should be noted that non-compliance with redumeglaprocedures during insolvency
proceedings or at closing in the case of liquidafooceedings is a source of numerous
litigation cases in France. Challenges againstettemomic grounds for redundancy are
rarely recognized since the order issued by thesrsigory judge juge commissaine
authorising the redundancies, or the judgment gutin the disposal plan or the judicial

101 Article L 631-17 of the commercial code
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liquidation substantiate the economic grounds fedundancy. Conversely, many
litigation cases address essentially the failur@rapose internal redeployments within
the companies of a group, and the resources adiddatthePSEredundancy plan. The
difficulty for insolvency professionals in chargé implementing redundancies — and
who may be challenged in this capacity — is to iobitsformation regarding the scope of
a group of companies. The concept of “group” urtetench labour law is very broad and
different from the concept of group under corpotate

5.1.2.Does insolvency law provide any special or additiai tools
for restructuring employment contracts or collective
agreements?

For instance: does the law make provision for thgkyment obligations of the debtor
to be transferred to a third party if it buys theldor's business on a going concern
basis?

There is no specific tool. The modifications to émyment contracts or collective
agreements have to be discussed as in the corfitexdodvent company.

The DIRECCTE administration recently agreed to gtamporary lay-off measures to
companies undergoing safeguard or reorganizationegdings, as well as to business
buyers, pending either a subsequent restructumregtornaround of the business further
to the sale.

Once a disposal plan is agreed, collective barggiragreements are automatically
denounced and the buyer has twelve months to réaggohe agreements. In practice,
there are very few renegotiations due to bargaimiifiiculties, and a majority of the
existing collective agreements are retained mostetime.

In the context of an asset plan, the buyer can shdow many employment contracts he
will include in his plan. If the court approves tber made by the candidate, the court
will also decide that the employment contractsudeld in the candidate’s plan will be
automatically transferred to the purchaser. On dmmtrary, the non-transferred
employment contracts will be terminated by the giadiadministrator, within a month of
the court’s judgment. L 642-5

5.1.3.How are claims regarding unpaid salary entitlementgand
any associated benefits e.g. holidays) of employeese
treated/protected in pre-/insolvency proceedings?

For instance: do unpaid salary entittements receassy preferential status in the
distribution of the proceeds of the sale of thetdeb assets (see also Question 4.1.1
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above)? Does the state provide for another mechatig which such accrued sums are
repaid?

Employee claims encompass all unpaid salaries andfibs. Employees are exempt from
filing a statement of their claims.

Employees’ claims are guaranteed by a nationalramae fund called the AGS, funded
by employers. The AGS guarantees the payment oéitiq@doyees’ claims up to certain
caps in safeguard, reorganisation and liquidatioocgedings. For all sums paid to
employees, the AGS is then subrogated to the rigihtise employees against the debtor
company. The AGS will therefore be reimbursed,hesdase may be, according to the
ranking of the employees’ claims (e.g., the AGS Wwé ranked first regarding unpaid
wages for the 60 days of work preceding the opewingeorganisation or liquidation
proceedings).

5.2 Pensions

5.2.1.Does insolvency law, company law, labour law or s@d
security law provide special protection for the pegion
entitlements of employees of distressed or insolvietiebtors?

For instance: what rules apply to the recovery @ngion entitlements accrued by
employees of the debtor prior to the commencenfensolvency proceedings but unpaid
(see also Question 4.1.1 above)? Does the debtansmivency practitioner have any

obligation to continue payments that accrue afte¥r tcommencement of pre-/insolvency
proceedings (see also Question 4.2 above)? Do gm@doenjoy protection through

recourse to a state fund where pension entitlemaetsinpaid?

Usually in France, most employees are only entitte®tate pensions. Those pensions’
entittements are not affected by the fact that jpenentittements are unpaid before the
opening of the proceedings, as long as the emplogaeorove, when he retires that he
was employed during this period.

On the top of state pensions, some companies atgm$e to their employees pensions
schemes that are usually externalised. In that dasean independent entity that will pay

the extra pension to the employees when he refiiles.pension scheme is therefore not
affected by the insolvency proceeding. During tlhsevvation period, payment to the

pension scheme must be continued, as long as teqyaat of a collective agreement or

employees’ contracts.

5.2.2.Can pre-commencement pension entitlements be
restructured in a business rescue, and if so how?

Not applicable
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6. Avoidance powers, including safe harbour for failedrescue efforts in
a later bankruptcy, and avoidance powers in pre-inglvency
procedures and out-of-court workouts

6.1 Avoidance in insolvency procedures

6.1.1.Does the law provide for the avoidance of transaans
entered into by the debtor prior to the commencemenof
insolvency proceedings, and if so on what basis?

For instance: does law provide for the avoidanceference payments to creditors in
the lead-up to insolvency? Does law provide for #weidance of asset transfers at
undervalue or in fraud of creditors? Who is empadeto avoid such transactions, and
in what circumstances? What is the effect of avud@

Nullity in the “suspect period” (hardening period). — Principle. — Acts entered into
during a period ranging from the date of insolve(ipayment default”) until the date of
the opening judgment, the so-called “suspect pér{od hardening period) may be
declared null and void.

- De jure nullity. — Certain acts entered into during this period tmmandatorily be
annulled by the court, and said annulment is thealified as “de jure nullity”. The
related acts are in limited number and listed itiche L. 632-1 of the Commercial Code.
This penalty is warranted by the nature of thepsrpetrated which is presumed to be
fraudulently harmful to the rights of creditors asftthe company.

- Optional nullity. — Conversely, cases of so-called “optional nulliye left to the
sovereign discretion of the court who may forma#igognise them or not. Such cases of
annulment are governed by Article L. 632-2 of thenttnercial Code, and presuppose
that the parties who dealt with the debtor hadrpkimowledge of the insolvency. They
may affect all acts carried out for a consideratiad all payments, notices of attachment,
garnishments or oppositions.

- Effects of nullity— 1) Between the parties. The annulment challenges the validity of
the services provided in performance of an illegzl by the debtor and co-contractors.
Accordingly, a reciprocal restitution of the prewsby delivered services must take place
between the parties to the business relation.

- 2) Toward third parties— In pursuance of ordinary law, the annulmentegateserga
omneseffects, independently of the third party’s goadbad faith. Consequently, the
annulment of the wrongful act will affect relationsth third parties who may suffer the
consequences or avail themselves of them, as fgencay be.
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6.1.2. In which of the insolvency procedures identified n
Question 1.1.3 are such avoidance actions availaBle

Proceedings opened in cases of insolvency Considering that the “suspect period”
ranges from the date of insolvency (“payment défaulp to the date of the opening
judgment, any actions for annulment during thisiqgeimay be carried out only in the
context of proceedings that presuppose the priaragierisation of a state of insolvency.
Accordingly, such proceedings would include reorgation or court-ordered liquidation

procedures.

6.1.3.How is litigation to pursue an avoidance action fianced?

For instance: are state funds or funds from thetdeb estate available to finance
particular actions of the insolvency practitionez.. to combat wrongful trading and
fraudulent transactions)?

Funding of nullity actions during the “suspect perbd”. There are no specific
provisions relative to the funding of annulmentd@ance) actions during the “suspect
period”.

6.1.4.Who has standing to make an application for avoidace of
transactions? Can creditors also apply directly tocourt for a
transaction entered into by the debtor to be set ade?

Capacity to act — An annulment ruling, whether optionald® jure presupposes a prior
petition to the court. To this purpose, the follogientities have capacity to act: the
administrator, the court-appointedandataire the plan commissionercgmmissaire a
I'exécution du planor the Public Prosecutor’s Offité.

No nullity procedure initiated by an individual ditor is admissible, notwithstanding
any interest he may invoke. The creditor may howélefor anactio paulianasuit (for
fraudulent conveyance) on the grounds of Articl&7.Dbf the Civil Code to seek an
annulment of the fraudulent acts carried out bydibtor. The Court of Cassation has
however subordinated the admissibility of suchacto the prerequisite that the creditor
has properly declared his cldith

6.2 Pre-insolvency procedures and out-of-court workouts

102 Article L. 632-4 of the commercial code
193 Com. 10 juin 2008, n° 06-21.112
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6.2.1.Are any avoidance powers available in the pre-inseéncy
proceedings identified in Question 1.1.2 above onithe out-
of-court workout procedures identified in Question 1.1.1
above?

For instance: are there avoidance powers that eeadme transactions to be set side
(for example, fraudulent conveyances) whether artin® debtor is in formal insolvency
proceedings?

Actio pauliana in fraudulent conveyance.— Apart from any proceedings, whether
preventive or insolvency, the creditors always h#we freedom to initiate aactio
paulianasuit on the grounds of fraudulent conveyance umdécle 1167 of the Civil
Code to seek an annulment of the fraudulent actsedaout by the debtor. They may
also avail themselves of this remedy in the contéx mandat ad hoor conciliation
procedure, as well as in safeguard proceedings.

The actio paulianafor fraudulent conveyance is not subject to they sin individual
prosecution actions. The rule on stays is circuibedrto judicial actions intended to
demand the payment of monies due or the cancellatica contract due to a payment
default, neither of which are grounds foramtio paulianasuit. This remedy is arattion

in revocatiori falling outside the scope of Article L. 622-21 thie Commercial Code and
as such it may be initiated after the opening juelgin

6.2.2.Does the law provide any special protection from anudance
for agreements achieved in an out-of-court workoubr pre-
insolvency proceedings?

For instance: if new finance is agreed (by indihatarrangement or as part of a
safeguard plan) are these arrangements exempted &ooidance actions (see also
Question 2.2.1 above)?

Security resulting from a court ratification (homologatior) of the Conciliation
agreement — In the context of aonciliation procedure, the creditors frequently
subordinate their agreement to an number of guseanto be granted, whether or not
accompanying partial payments. In the event of a-performance of the amicable
agreement and subsequent opening of reorganizgimteedings rédressement
judiciaire), the court is in charge of setting the formaledat insolvency ¢essation de
paiement a posteriori, thereby determining the start & thuspect period” authorising
the annulment of a number of acts carried out dusaid period. However, Article 631-8
Paragraph 2 of the Commercial Code provides thatdtite of insolvency may not be
postponed, stating thagXcept in cases of fraud, [... ] it may not be nibieea date prior
to the final decision ratifying an amicable agreermim compliance with Article L. 611-
8". In other words, in the event that the conddiatprocedure fails, the “suspect period”
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can only start before agreement is ratifiedroologug by the court, and the guarantees
undertaken in the agreement cannot be challenged.

This protection is restricted t@onciliation agreements that are formally ratified
(homologug by the court. It is therefore not applicablectmciliationagreements that are
merely recordedcpnstat¢ by the President of the court, nor to any agregsthat may
be entered into in the context ofrndat ad hoprocedure.
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7. Sales of substantially all of the debtor's assetsnoa going-concern
basis

7.11s such a sale possible in pre-/insolvency proceeaedis?

Pre-insolvency proceeding€Except for the new conciliation prepackaged plaledse
refer to section 7.3) there is no specific provisan the sale of substantially all of the
debtor’s assets on a going-concern basis in theexbaf pre-insolvency proceedings.

Insolvency proceedingsin reorganization or liquidation proceedings, a salenp
meaning an asset deal is one of the possible oetadnthe proceedings. The sale plan
must achieve three objectives: the continued oj@istof the transferred business, the
preservation of jobs and the repayment of credit¥rs

In a safeguard proceeding, a sale plan can onlgeranpart of the activity of the
company and can only occur with the consent ofigtsor

7.2\WWho prepares/neqotiates such a sale and who needsauthorise
it? What conditions need to be met?

For instance: if assets are realised by the insotyepractitioner, do they need to be sold
by public auction or can they be realised via avpte sale? Does a private sale need to
be authorised by the court and/or a creditors’ catter? How are creditors protected
(e.g. independent valuation of the business, intion, authorisation)?

ProcessThe sale plan process is an open bidding procdksfférs are submitted to the
judicial administrator or liquidator at a date fixey the latter / the Court. Offers will
then be examined by the insolvency practitioner aiildbe presented to the court with
the insolvency practitioner's recommendation aswhich offer to approve. The
insolvency court will, after having consulted threditor’s representative, the debtor and
the workers’ council, select the offer most likébyensure the continued operations of the
business, the highest level of employment and thanent of creditors. The court may
also order that the purchaser will not be authdrigesell the business during a certain
period.

Conditions A sale plan offer must contain specific provisiot?§

- business plan and cash flow forecast,

- description of the assets, rights and contracketassigned to the purchaser;
- the sale price and terms and conditions of payment;

- the date of completion of the sale;

104 Article L 642-1 of the commercial code
5Article L 626-1 of the commercial code
106 Article L 642-2 of the commercial code
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- the number of jobs transferred and employment @cisp
- the guarantees provided for completion of the paseh
- anticipated sales of assets during two years Hfeetransfer.

Creditors Creditors have no say on the choice of the purchag@ch is made by the
court when approving the sale plan. The debts ef dabtor do not transfer to the
purchaser of the business. The main exceptionaisfilkancings which were granted to
the debtor to acquire assets and which are setyregécurity interests (pledge or else)
over those same assets automatically transfeetputchaser of the busing$s.

7.31s it possible for a ‘pre-packaged’ sale to be acbved? (One in
which the contract for sale is neqotiated confidemlly prior to
the commencement of an insolvency procedure, withbu
consultation with all creditors, which takes effecimmediately on
the commencement of the formal proceedings).

Conciliation “pre-packaged sale plan” The March 12 2014 Order has introduced an
option for the conciliator, upon request by the tdetand after consultation with the
creditors, to arrange a partial or total sale @f lblusiness which could be subsequently
implemented in the context of further safeguardprganisation or liquidation
proceedings®®

The contract for the sale plan is therefore netgdiauring the conciliation, and when
ready, the redressement judiciaire is opened daltbasales plan can be adopted by the
court.

It enables the conciliator to directly submit tcetleourt once the redressement or
liquidation is opened the offer made by the ideésdif buyer. It is subject to the
supervision of the public prosecutor whose opimieads to be requested.

107 Article L 642-12 of the commercial code
108 Article L 611-7 of the commercial code
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8. Safequard plan issues: procedure and structure: disbutional issues

8.1.Tools for achieving a plan

8.1.1.What formal tools are provided by law for the negoiation
and sanction of a safeguard plan that is capable @inding
dissenting stakeholders?

Cram down: the 2/3 majority rule in creditors’ committeesIndirect tools are available
in case of creation of creditors’ committees witte t“2/3 majority rule” applying.
Indeed, provided that the company satisfies legier@'®, its main creditors are
included in two creditors’ committees (one of fio& creditors and the other of main
trade creditors) and, where applicable, a bondmgld®mmittee to which the debtor
submits proposals to reach an agreement on a ngcplaa. Each committee must accept
the propose plan by a majority representing 2/3hef total debt held by the voting
committee members. This decision will bind all memsbof the relevant committee and
all parties (including dissenting committee memlzerd shareholders).

Eviction of the majority shareholder (no, but)

The mandatory squeeze-out initially contemplatedheyproject of executive order dated
March 12, 2014 had eventually been dropped. A r@@lis now provided consisting in
the context of a reorganization proceeding andhef draft restructuring plan includes a
modification to the capital of the company whicimigat be adopted in time because of a
dissenting shareholder, the appointment of an dggettte court entrusted to convene the
shareholder meeting and vote on behalf of the disgg shareholder which can result in
the eviction of the majority shareholder.

Sanction of non-performance:In the event of non-performance by the company of a
pre-insolvency agreement: the president of thetamary terminate the agreem&fit In

the event of non-performance by creditors, theyaiancontractually bound vis a vis the
company which can obtain the court enforcemenhefagreement. In the event of non-
performance of the plan adopted by the court: thetanay eventually resolute the plan
if not fully executed (in the absence of cessatbrpayment) and has to do so if the
cessation of payment occurred during the executighe plari**.

8.1.2.Are these formal tools available in all pre-/insolency
procedures?

199 The debtor produces financial statements of whire been certified by statutory auditors or drhfig

a certified public accountant and which have redaire of the following thresholds in terms of enygles
(20), turnover (EUR 3,000,000 tax excluded) andreggte amount of balance sheet (EUR 1,500,000); or
which have filed consolidated financial statememAsticles L. 628-1 and L. 628-3 of the commerdatie

110 Article L. 611-10-3 of the commercial code

11 Article L. 626-27 of the commercial code
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No cram-down in mandat ad hocprocedures: Negotiations are conducted in an
amicable context, which implies that theandataire ad hoshall not use of coercive
means. Besides, thenandataire ad hoccannot force the creditors to accept a
restructuring plan. In addition, considering thhe tjudge does not intervene in the
conclusion of the agreement to be reached, theeagent does not benefit from the legal
security attached to a conciliation agreementhénabsence of a unanimous consent, and
unlike in a conciliation proceeding, there is nsgbility to convert thenandat ad hoc
into an accelerated safeguard or a financial aratelé safeguard so as to implement a
restructuring plan supported by a majority of ciedi and override the refusal of
dissenting creditors.

Indirect tools available in conciliation procedures: Even if negotiations are conducted
in an amicable context, which implied that tbenciliateur shall not use of coercive
means, he can indirectly force the creditors toy sag agreement in the absence of
unanimous agreement. Indeed, the company may setuémplement a prepackaged
plan provided that the restructuring plan benefitsm sufficient support from the
creditors such that is likely to be adopted (whialiplies the support of 2/3), the
agreement can be implemented through an accelesstBjuard or an accelerated
financial safeguard in the framework of which corttegs will be created. Otherwise, the
court may impose a rescheduling of debt repaynmrds a maximum period of 10 years
but cannot impose a write-off of claim.

Pursuant to order dated on 12 March 2014, the tatan allows to prepare a pre-pack
disposal:at the request of the debtor and after the consiolaof the participating
creditors the conciliateur could be tasked to organize a partial or totaé sai the
company that could be implemented as appropriatkiwa subsequent proceeding of
safeguard, reorganization or liquidation procedure.

8.1.3.Are these formal tools available outside pre-/insgkency
procedures?

No, these measures are authorised in derogatiardifiary law, and constitute levers
specific to the law applicable to distressed congman

8.2.Scope of plan:

8.2.1.Creditors:

a) Which classes of creditor claim can be affectedumnh safeguard
plans?
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For instance: can secured or preferential credittws bound by a plan; can prospective
or contingent creditors (such as potential tort aiters) be bound by a plan; can fiscal
claims owed to the State (e.g. tax) be part optha?

Classes of creditors affected by the safeguard planNon-secured, secured or

preferential, prospective or contingent creditaa be bound by a plan since their claim
is mentioned in the filing made by the debtor itselif the creditor went through that

process.

Even social or fiscal claims owed to the State.(&x) can be part of the plan, within the
limits of EU principles dictated by competition laRublic administration creditors may

thus agree to cancel all or part of the debtorstgleinder terms similar to those that
would be granted to the debtor at arm’s length eiacknditions by a private economic
operator in the same situatidh Tax debt cancellations may apply among othemtp a

direct taxes, including on the principal amount. igards indirect taxes, “only late

payment penalties, surcharges, penalties or finag be cancelled”, excluding the

principal amount (paid by a third party). Theseddgs may also consent to assign their
preferential rank, or even to relinquish their peges or liens.

b) Does the law prescribe the number and types otekasf creditors?

For instance: does the number of classes of creslilepend on the individual case or
are the classes fixed by law (e.g. secured andaunsd; financial and trade)?

Number and types of classes of creditor§he number of classes of creditors does not
depend on the individual case: (i) all individuegditor has the right to participate and, as
the case may be, (ii) the classes are fixed by (f@vancial, trade and bondholders’
committee).

Indeed, where debtor meets certain legal conditioosmittees of creditors are created:
financial creditors are classified within one clasade creditors within as second class
and Bondholders within a third class. All condititor the creation of committees are
fixed by French law.

Within each of these classes, French law does istinguish between creditors. Each
class of creditors will vote collectively on theapl(except unimpaired creditor). The plan
is approved by a committee if it is accepted byZad2majority in amount of claims held
by voting creditors of that class, provided thatghe of a creditor within a class only
depends on the nominal value of its claim.

112 Article L. 626-6 of the commercial code
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The method of calculation takes into account thmd igf subordination, the existence of a
credit default swap or the existence of any otlgge@ment which would alter the vote of
the creditot*®

c) Where secured or preferential creditors can becée by such
safeguard plans, does the law afford them any appobtection in
the negotiation and/or sanction of the plan?

Treatment of preferential creditors when drafting the plans. By virtue of principle,
the preferential creditors are consulted undes#me conditions for the establishment of
the plan (individually or in creditors committees appropriate). The following entities
are however excluded from the committees: (i) pubteditors (beneficiary of a general
preferential rankgivilege)**, and (ii) claims specifically secured by a “trbistway of
security” fiducie-sOret§ that are excluded from the restructured lialeiditin the context

of the committee<®.

Rescue and reorganization plan®referential claims may be treated specificallytha
context of a safeguard plan decided jointly witke tbtommittees, the law expressly
authorises a differentiated treatment between texli provided it is warranted by
differences in their situations, which may be tasecwhen specific guarantees exist. The
law further requires that the draft plan must tak® consideration any subordination
agreements?®

In the context of a safeguard plan decided outsideommittees: the law does not
expressly prohibit the debtor from proposing didttimeatments per category of creditors
(in particular to take into account the situatidnpoeferential creditors), but in practice
the efficacy of such proposals is conditioned t® itdividual consent of the creditors.
Failing such consent, the court can only dictatéoum payment terms applicable to all
creditors who rejected the proposed repayment tesatsno uniform terms per category
of creditors®’.

Preferential creditors benefitting from special gdtions A creditor beneficiary of a
fiducie-sQretétrust without dispossession may not dispose of abgets held in trust
during the performance of the rescue or reorgapizgtlan® Individuals who have
injected new money contributions in cash or sugpliew goods or services to a debtor
subjected to aconciliation procedure where the agreement was ratified bycthet
(homologug (during the proceedings or during the performaatéhe agreement), in
order to ensure the sustained continuation of thsiness, are not affected by the

113 Article L. 626-30-2 of the commercial code

124 Article L. 626-30 Paragraph 3 of the commercialeo

115 Article L. 626-30 Paragraph 4 of the commercialeo

1% Articles L. 626-30-2 & L. 626-32 of the commerciaide

7 Article L. 626-18, Paragraph 4 of the commercde

18 Article L. 622-23-1 applicable to administrativeorganization, with reference to Article L. 631R4ra.
1

67



deadlines prescribed in the rescue or reorganizghlan adopted subsequent to the
relevant conciliation procedure. Such contributors benefit from a legatilege®®
conferring them a priority payment rank concurngnilith the adoption of the plan,
immediately after payment of the super-preferenti@ige claims held by the AGS
(Agence de garanties salariales, wage guarantee state fund) and after courtiegel
costs (so-calledctéances indépassables “impassable claims”).

Assets disposal plawhen the disposal includes assets encumbered wspeaial
security, the judgment ruling on the disposal ptawst allocate the sale proceeds among
the various encumbered assets sold, while respettim ratio between the asset value
and the total value of assets s6fd The preferential right is therefore automatically
limited by the offered selling price and the prefdral creditor has no recourse even if
the amount of his allocated portion seems derisburthermore, the approval of an
assets disposal plan entails the release of atbeRancumbering the assets included in
the sale, hence extinguishing any rights to suthbyreferential creditors™.

The sureties (special privilege, lien, pledge ortgege) granted as collateral to a loan
obtained to finance an asset included in the sobplee disposal are then automatically
transferred ipso jure to the buyer; the buyerss éibble for the loan repayméfft

In the event of a disposal of movable or real priypassets held in retention, such sale
may only take place after the creditor retaining #ssets and having filed his claim, is
fully paid off effectively and prior to the adopticof the disposal plan, unless agreed
otherwise by said credittf. Case law has consistently applied such provistonthe
“effective retention right”, and the majority dacte considers that this solution also
applies to the “fictitious retention right”.

A creditor beneficiary of &iducie-slretérust without dispossession is afforded a special
treatment: The trust agreement under which the-twsstituting debtor retains the use of
the assets held in trust as collateral may notdesterred or assigned by the court, unless
agreed otherwise by the beneficiary, in the contéxite approval of the disposal ptéh

Protection of secured creditors in the event of optnal cancellation of a safeguard
plan for non-performance of commitments in the absece of insolvency.Prior pre-
opening secured creditors who could not enforce theeties during the performance of
the plan, regain their rights against the debtoftoag as he remains bonison the
balance of their debt clain®; conversely the majority doctrine considers tha t
sureties set up as collateral for the performarideeoplan will survive its court-ordered
cancellation.

119 Article L. 611-11 of the commercial code

120 Article L. 642-12 Paragraph 1 of the commercialeo
121 Article L. 642-12 Paragraph 3 of the commercialeo
122 Article L. 642-12 Paragraph 4 of the commercialeo
123 Article L. 642-12 Paragraph 5 of the commercialeo
124 Article L. 642-7 Paragraph 5 of the commercialeod
125 Article L. 622-27 | Paragraph 4 of the commerciadle
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The “fictitious retention right®® that a creditor affected by the plan may holdanesgits
effectivenes¥’. If the cancellation of the safeguard plan resint@ payment default
(insolvency), the preferential creditors will beibéfom an exemption to the obligation of
filing their claims in the subsequently opened pextings ¢ee below

Protection of secured creditors in the event of matatory cancellation of a
safeguard plan due to insolvency (payment defaultpr of a reorganization plan.
Prior pre-opening secured creditors who could ndbree their sureties during the
performance of the plan, regain their rights agatins debtor. They will not however be
allowed to enforce them since subsequent judiciatgedings will be open&d. The
creditors in the first proceedings are exemptethftioe obligation of filing their claims in
the second proceedings

- Creditors covered under the cancelled plan or toeditreated off-plan but whose
claims were accepted as liabilities in the previpusceedings (e.g. AGS for wage
claims, or new money providers) are exempted frioenabligation of declaring their
claims and sureties as liabilities in the new pealtegs;

- Post-opening preferential creditors under the bistervation period (privilege under
Article L. 622-17 IIl) are exempted from the obligm of declaring their claims in
the subsequently opened proceedings, to ensure¢hinatwill not be trapped by the
failure of the first plan which they had supportdeemselves by keeping their
business relations with the debtor.

Exposure of secured creditors in the event of canltation of the disposal plan.The
court may annul or terminate any acts entered fiotdhe performance of a cancelled
plan, or at the very least the disposal transastignresulting in the annulment of the
property ownership transfer. A preferential credisdio may have benefitted from the
assignment of his collateral to the buyer on theugds of Article L. 642-12 Paragraph
4 would then be affected since the assignment ®fchblilateral to the buyer would be
annulled and the annulment would lead to the rems#guent of the purchasing price to
the buyer.

d) Are all creditors potentially affected by a propdsafeguard plan
entitled to notice of it, and to participate in rd@tions over its
content?

Please refer to section 8.2.1. a) & b)

125 Article 2286 4° of the Civil Code

127 Article L. 622-7 | Paragraph 2 of the Commercialdé
128 Article L. 622-27 | Paragraph 4 of the commerciadle
129 Article L. 626-27 111 of the commercial code

130 Article L. 642-11 Paragraph 3 of the commercialeo
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e) May creditors propose a safeguard plan, and if sy ey do so in
competition with a plan proposed by the debtor?

Pursuant to the executive order dated 12 March 2@k¢h member of creditors’
committee has now the possibility to challenge pien drafted by the debtor by
proposing an alternative offéwhich will be voted and submitted to the court enthe
same condition as the debtor’s project.

8.2.2.Shareholders:

a) May shareholders’ rights be affected by a safegydach?

Please refer to section 8.2.2. b)

b) If so, in what circumstances?

The court who approves the rescue or reorganizaimm may not (i) substitute for the
business partners or shareholders, nor (ii) contyaeh expressly to adopt any particular
decision, nor (jii) increase their commitmenifs

However, and by way of exception, a business pavthe is also a creditor and member
of a creditors committee, may have his commitmémtseased by a measure which he
may oppose but which may be adopted by a majootg wf the creditors committees,

such as a forced conversion of debt into equity.

Furthermore, and indirectly, the court may compel tompany’s partners/shareholders
to adopt changes in the bylaws as deemed necessattye company’s reorganisation,
and if not previously adopted in the preparationhef plari®>. As needed, the court may
assign to the administrator the power to convereatsembly who has competence to
implement such chang@$

In practice, although the partners/shareholdersaienree to respond or not to the
administrator’s notice to convene a general pastsbareholders meeting, the court may
technically bypass any inertia from the partnesisholders by deciding to substitute to
the normally applicable rules of quorum and mayottite rules specified under Article L.
626-16-1 of the Commercial Code providing for aevby “a majority of the voting rights
held by partners or shareholders present or repnésd, provided they own at least one
half of the shares entitling to voting right&urthermore, while the shareholders meeting
retains full freedom for its decision, it shouldieenembered that the court may decide to

131 Article L. 626-30-2 of the commercial code
132 Article L. 626-10 of the commercial code
133 Article L. 626-15 of the commercial code
134 Article L. 626-16 of the commercial code
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cancel the plan in the event of non-compliance higa commitments taken under this
35
plan‘®>.

In addition, if the approved plan provides for casfections, the court will set the
deadline by which the partners or shareholders ta@ebligation to release their new
money contributions. The law further provides fbe tpossibility of offsetting their

contribution commitment up to the amount of theuetthn of their debt claim agreed
under the plan, as the case maj’be

Upon approval of the plan, the court may also oedexconstitution of the share capital if
the company’s shareholders equity has fallen ®tlesn half of the authorised capital, up
to an amount set by the court-appointed administrit

No legal measure to expropriate partners existeuRcench law (apart from a system of
forced sale of shares held by management execltifesingle measure is provided in
administrative reorganization proceedings, althoiigtannot really lead to any forced
takeovet®. It provides that, in the specific event wheretti¢ draft plan provides for
changes in the share capital in favour of one eerse¢ individuals who commit to
implementing the plan, and if (ii) the shareholdegsity of the debtor company has not
been reconstituted because of one or several diisgguartners/shareholders, then the
administrator may request the court to appointaxymlgent in charge of convening the
competent assembly for the purpose of voting ontggeconstitution up to the amount
set by the administrator — where the agent willevan lieu of the dissenting
partner(s)/shareholder(s). This system can ledatdalismissal of a partner, particularly
since approval clauses are deemed to be “unwritterdase of a change in the share
capital provided under a draft rescue or reorgaioizgplart>°. From that point on, the
approval of a newcomer as shareholder, in particua a debt-to-equity conversion,
would be entrusted to the creditors.

8.2.3.Content of plan:

a) Are there any statutory limitations as to contemd/@r scope of the
plan?

For instance: are there any restrictions on redgrthe principal amount of debt owed to
creditors in the plan or modifying any secured iagt?

The plan submitted to the committees may includg descheduling, debt write-offs and
debt-for-equity swaps and may also provide for digdasale of the business. In addition
to the approval of the committees at a two-thiragamity, debt-to-equity swaps require
the approval of shareholders. There is no maximsgtetbn, as long as the committees
approved the plan.

135 Article L. 626-27 | Paragraph 2 of the commerciadle

136 Article L. 626-17 of the commercial code

137 Article L. 626-3 Paragraph 2 of the commercialeod

138 Article L. 626-3 Paragraphif fine of the commercial code
139 Article L. 631-19 Il of the commercial code
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Provided that the plan is approved by the comnstte®l — for debt-to-equity swaps — the
shareholders, and that creditors’ interests arguately preserved, the court approves the
plan, which becomes binding also on dissenting citeenmembers.

In a context of individual consultation of the dteds, the proposal of repayments may
only include debt reschedulings, debt writeoffs detit-for-equity swaps.

If the proposal / plan is not approved by a crefitammittee, the court can only impose
a rescheduling of debt repayments over a maximunogef 10 years, but cannot
impose a write-off of claim.

In a judicial reorganization, the court may alsdesra total or partial sale of the business
(“asset-deal”) at the request of the court-appdin@dministrator, if a serious
reorganization plan cannot be submitted to thett8ur

8.3. Neqotiation of the plan

8.3.1.Who is responsible for proposing a plan and negotiag its
terms?

In safeguard proceedings: the company with these@ssie of the court-appointed judicial

administrator.

In reorganization proceedings: the court-appoinfedicial administrator with the
assistance of the company.

8.3.2.What rights do stakeholders have to notice of therpposed
plan, and to participate in negotiations over its ontent?

As previously mentioned, the plan submitted to ¢benmittees include debt-for-equity
swaps which require the approval of sharehold®sate refer to section 8.2.2. b))

8.4\Voting:

8.4.1.Who is entitled to vote on a plan, and who determis this?

Outside of a committee context, the creditors muse on the proposals for debt
settlement presented by the debtbunder the following conditions:

140 Article L. 631-22 of the commercial code
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- Proposal on payment terms and debt forgivenesaidaual or collective consultation
intended to obtain the consent of each creditor Wlled a claim; failure to reply
within thirty days is deemed to constitute congerthe proposal.

- Proposal on a debt-to-equity conversion: individe@hsultation in writing intended
to obtain the consent of each creditor who filedlaam; failure to reply within thirty
days is deemed to constitute rejection of the psapo

- Claims unmodified by the payment terms offered lanped for full cash payment:
no consultation of the relevant creditors.

In the context of creditors committees: the craditete collectively on the draft plan as
a whole. The law provides that the vote of creditarembers of the committees is
proportional to the amount of their respectiveroii(all taxes included) on the date of
the opening judgment, and that creditors whosenc(giis not affected by the draft plan,
or (i) whose payment terms are not modified, @y for which a full cash payment is

planned, are excluded from the Viite

The committee members must inform the administratdhe existence of any prior
agreements:

- subjecting their vote to prerequisites,
- on full or partial payment of their claim by a thiparty, or
- constituting subordination agreements.

In such cases, the administrator must submit teetlceeditors the method for calculating
the votes corresponding to the claims that entiitten to cast a vote, within eight days
prior to the voting daté®

8.4.2.How are disputes over voting entitlements resolved?

In the event of a disagreement on the calculatioethod for creditors’ voting
entitlements in a particular situation (see above):

- The creditor's disagreement must be expressedealathast within 48 hours prior to
the voting date;

- The creditor or the administrator may refer theagisement to the President of the
court who will rule in chambers on the dispifeo set the amount of the claim used
to calculate voting entitlements;

- Right to appeal the order issued by the Presidethteocourt.

8.4.3.What modes of voting are permissible?

141 Article L. 626-5 of the commercial code

142 Article L. 626-30-2 of the commercial code
143 Article L. 626-30-2 of the commercial code
144 Article R. 626.58 al. 2 of the commercial code
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For instance: are creditors allowed to vote on atracturing plan via distance means of
communication (e.g. on-line)?

The administrator has sole competence to decidehenconditions of the voting
procedure (distance vote, secret ballot, etc.)hef committees and of the bondholders
assembly.

The required two-third majority vote correspondinoghe amount of claims held by the
committee members is calculated on the basis ofvtites cast and according to the
conditions authorised by the administrator.

8.4.4.Do trading claims ban new creditors from voting?

No. The law provides that the obligation or theamaty, as the case may be, to belong to
a creditors committee is accessory to the claim #Hrase prior to the proceedings
opening judgment, and can be transferred ipso trthe claim’s successive holders,
notwithstanding any clause to the conttaty

8.5 Confirmation and cram-down:

8.5.1.What quorum rules apply to a meeting to vote on alpn?

There are no prerequisites on a quofifimAbstention from a creditor member of a
committee cannot impede the adoption of the planshield the creditor from the plan’s
effects.

8.5.2.By what majority (in value or number) does a plan lave to
be approved?

For instance: are stakeholders divided into classesl is each class required to approve
the plan by a particular majority?

The vote in each committee is adopted by a twatthiajority, proportionately to the
amount of claims (all taxes included) held by tlenmittee members who have cast a
vote (hence the absence of any quorum rules, seenb

145 Article L. 626-30-1 of the commercial code
148 Article L. 626-30-2 of the commercial code
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8.5.3.Where the debtor is a corporate entity, do sharehdkers
have to approve of the plan?

When the draft plan provides for a change in tteeslapital, the commitments made are
subordinated to approval by the extraordinary di@ders meeting or by the partners
general meeting, or by special assemblies (comfppinaiders of preferential shares or of
securities entitling to access to the share cdpi@d relevant’’. However if the
company’s shareholders equity has fallen to leas thalf of the authorised capital, the
general meeting will be convened in priority in erdo reconstitute the shareholders’
equity up to the amount proposed by the admingtrathich may not be less than half of
the authorised share capital.

Approval clauses remain effective during a safegyalan, in order to foster internal
takeovers, but are neutralised in the context ofaganization plan in reorganization
proceeding¥’®, thereby exposing the existing partners or shaden®to a forced external
takeover further to a vote adopting a draft plaat ghrovides for share subscription by a
third party.

Furthermore, if the general meeting’'s vote failsajgprove the reconstitution of the
shareholders equity, any dissenting shareholdehtnbig forced to vote in favour of new
equity capital underwritten by a third party, eitloe his own behalf or by proxy of an
agent appointed by the court upon petition fromaert-appointed administratdr.

In any circumstances, the implementation of committa made the shareholders or
partnerﬁsg)r by new equity underwriters remains silibated to the court’s approval of
the plan™.

8.5.4.1f the requisite majority of stakeholders or classe of
stakeholder approve a plan, is there any further rquirement
for confirmation of the plan - and if so, what?

For instance: are there requirements for court aonétion, and if so what factors will
influence the court to confirm the plan? (e.g. ffocedural requirements for the
notification of affected creditors and for the atlop of the plan are fulfilled, (ii) that the
plan does not reduce the rights of dissenting anknawn creditors below what they
would reasonably receive if the company went ifoidiation, and/or (iii) that the plan
does not change the order of priority which woudddfforded to creditors in the event of
liquidation?).

147 Articles L. 626-3 et L. 631-19 | Paragraph 3 af tommercial code

148 Articles L. 626-3 et L. 631-19 Il of the commeldade

149 Article L. 626-3 Paragraphi finecf. §8.2.2.2 b) of the commercial code
150 Article L. 626-3 Paragraph 3 of the commercialeod
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The consent of creditors is not sufficient, whettier proceedings involve or not the
creation of committees, and the decision to apptbeesafeguard plan falls under the
remit of the competent court.

8.5.5.Does the court examine the overall fairness of thaan
including the constitution of classes of creditor$or voting
purposes?

Proceedings without committeesThe decision to approve a rescue or reorganization
plan developed outside of any committee ultimatiils under the remit of the
competent court who must rule on its adoption basethe purposes assigned by law to
the safeguard or reorganization procedures. Acoglyi the plan must enable the
continuation of the business activity, the retemtiof jobs and the settlement of
liabilities™",

The law gives the court sovereign discretion toesssthe conformity of the plan
submitted for its approval with the objectives lo¢ proceedings, as well as its reliability
and feasibility.

Proceedings with committeesThe draft plan adopted by a favourable vote of the
committees, along with any other draft plans ifesal/ plans have been presented by one
or several other creditors, are submitted for apgrto the court who will compare them
and rule on a plan after verifying that it is réli that the interests of all creditors are
duly protected and, as appropriate, that approygédstners/shareholders meetings (see
8.5.3 above) was duly obtained under the requirésngpecified by law (although the
court can only ratify effectively the draft planppved by a favourable vote of the
committees).

The court reviews more specifically the consequerdethe plan for minority creditors
and off-committee creditors.

The court hearing can be held only 15 days at lafist the committees’ and general
meetings’ votes, to ensure that the vote contesteaglline has ended (i.e. 10 days as of
the date of the vote by the last committee or genmeeting®). If any objections are
received, the same judgment will rule on this sctbg the ratification {fomologation
hearing.

Thus, apart from any contestations, the court’'sgyosf discretion is limited if the draft
plan submitted by all committees has been approved.

If the draft plan cannot be adopted due to the rateseof a vote within the time
requirements, or of a proper vote, or of a ratifara (homologation by the court, then
the establishment of a revised plan will resumehwitdividual consultations of all
creditors® or else in the context of administrative reorgation proceedings opened

151 Articles L. 620-1, L. 626-1, L. 631-1 et L. 631-tfithe commercial code
152 Article L. 626-34-1 of the commercial code
153 Article L. 626-34 of the commercial code
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subsequently by the debtor (or possibly forced e debtor!) if the termination of
safeguard proceedings were to lead to certainvesal within a short tinmfé*

8.5.6.Can a confirmation order be appealed? Does an appka
delay the implementation of a confirmed plan?

The court order ruling on the approval of the saérd plan is open to opposition by third
parties, i.e. appeal lodged by the debtor, the adtnator, the court-orderadandatairg
works councils or personnel representatives, theli®dProsecutor, or by a creditor
member of a committee or of the bondholders assermabjecting to the collective
decisiort®.

The appeal, apart from an appeal lodged by thei®®bbsecutdr®, does not have the
power to stay the enforcement of the court's denisend the plan can therefore be
implemented despite such appeal.

8.5.7.0nce confirmed, who does the safeguard plan bind?

The court’s ruling makes the agreed proposals egiple to and binding on all committee
members, and as appropriate the bondholders asgehia court can only take due note
of and record the time extensions and debt redustas approved by the committees,
without any possibility to modify the terms as \ate

This is the case as well for all minority crediterio may have voted against the ratified
plan. Conversely, creditors whose claim is secwiad trust by way of securityiducie-
s(retd are not affected, up to the amount of the relegkmm™".

154 Article L. 622-10 of the commercial code
155 Article L. 661-1, 1, 6° of the commercial code
156 Article L. 661-1 11 of the commercial code
157 Article L. 626-31 of the commercial code
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9. Multiple enterprise/corporate group issues

9.1 Does insolvency law make special provision for ine@nt groups
of companies in a domestic context? If not, how arsuch cases
handled?

For instance: does the law make special provismncooperation between insolvency
practitioners or courts at domestic level in insait group cases?

Principle. — The French insolvency regime does not inclyakciéic rules tailored for
corporate groups. Under French law, a company mmee to be autonomous and
independentRrincipe de I'autonomie de la personne moraey there is no statutory or
regulatory provisions on joint procedure.

As a consequence, (i) a separate insolvency progeecust be opened with respect to
each distressed company of the group, (ii) a coyipassets may not be affected by a
proceedings commenced against another company &iatime group, (iii) companies of a
same group may be subject to various types of prbiogs.

9.2Does insolvency law allow for procedural consolidain of
domestic insolvency proceedings concerning compasiein a
corporate group?

For instance: does insolvency law allow for anydkiof joint administration (i.e. the
consistent procedural joint treatment of the insoley proceedings), for example through
a single court rather than through different couststhin the jurisdiction? Can the
insolvency practitioner consolidate his or her rematation over the joint insolvent
estates?

Procedural consolidation. |Pursuant to article R. 600-1 of the French Comraéf@ode,
the court having territorial jurisdiction to heansolvency matters with respect to
companies incorporated in France is the court wiereompany’s head office is located.

However, where interest at stake requires so, thet@f Appeal may at the request of the
Public Prosecutor or of the President of the ComsrakiCourt, decide to transfer an
insolvency case to another Commercial Court witthia jurisdiction of the Court of
Appeal®® The French Supreme Court may refer the case tthemeourt within the
jurisdiction of another Court of Appetf

158 Since the Order dated March 2014, this procednables to gather before a single court proceeding
related to both civil and commercial companies.
159 Article L. 622-2 of the Commercial Code
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Such transfer of proceeding can be decided basediwous criteria among which, the
existence of complementary activities, common mamant teams, significant
intercompany claims. Practitioners have attempieavoid such conflicts and centralise
all proceedings of the group companies before @ingescourt using the concept ‘centre of
main interests’ (COMIf° (stemming from the EC Regulation No. 1346/200@®fMay
2000 on insolvency proceedings (the EU InsolveneguRation), which was sometimes
applied by French court in pure domestic matterses

Unless the court orders a consolidation of proceggian administrator, and creditor’s
representative (or a liquidator in liquidation peedings) are appointed in each
proceeding. However in practice, the same insolygmactitioner will be appointed by
the court.

The Order dated March 2014, introduced a new articl622-8 pursuant to which, the
Court that opened a proceeding on the most sigmficompany of the Group may
appoint an administrator and a creditor’s represesg common to all the proceedings in
addition to those insolvency practitioners appalnie ach single proceeding. They
might be assigned mission of coordinatiti.

9.3Does insolvency law allow for substantive consolitian of
domestic insolvency proceedings across a corporafeoup into a
single procedure, and if so how and subject to whaimitations?

For instance: if consolidation takes place to thetrinent of individual creditors, are
suchcreditors entitled to compensation out the consdéd estates?

Substantive consolidation -Article L. 621-2 of the Commercial Code providesttia
consolidation of insolvency proceedings may be @didy the court either in the cas of
commingling of estates or fictitious corporate gnti

1) Commingling of assets and liabilitiésonfusion de PatrimoineSuch commingling
will be demonstrated two alternative (but sometimemulated) criteria : commingled
accounts (i.e. where it is impossible to distinguise assets and liabilities of a company
from another) and the the existence of abnormahitral flows between the two entities.

2) Fiction: The company is found to be a fictitious corporatditg without an
independent management running a real business.

Status of creditors— Such consolidation can be initiated at the rejoéthe company,
the administrator, the creditor's representative liquidator, the public prosecutor or

160 A company’s COMI is rebuttably presumed to bepheee of its registered office.
181 Article R. 622-18 et seq. of the commercial code
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directly by the court on its own initiativé? French Court denied the right to creditors to
ask for such consolidatiofi®

Appeals on such order can only be made by the coiepaubject to the consolidation of
the proceedings, the creditor's representative,lithedator, the administrator and the
prosecutor®* However, all creditors might appeal on a conséiicieorder based on a
third party proceeding€”

Article L. 621-2 al. 4 allows the President of t@®mmercial court to order any
protective measure useful to the estate of the eomsubject to a consolidation of
proceedings.

Where a consolidation of proceedings is orderedthi®y court, the creditors of all
consolidated companies are subject to the samegoicedure including proof of claims
verification process. The combined list of creditprovides for a unique ranking of all
creditors.

182 Article L. 621-2 al 2 of the commercial code

163 Cass. Com. 19 02 2002, Dr. Soc. 2022, n°134 n.RES
184 Article L. 661-1, 1, 3° of the commercial code

185 Article L. 661-2 of the commercial code
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10.Special arrangements for small and medium-sized eatprises
(SMES) including natural persons (but not consumens

10.1. Does the law make any special provision for resoiwy
distress in SMEs, and if so what (if anything) ishie stated
purpose of such provisions?

For instance: does the law provide for a simpleegafrd plan for use by SMEs, or a
simplified insolvency procedure?

TheLoi de Sauvegarddoes not specify any provisions specific to SMEse procedures
provided under the Safeguard Law apply to busirseeany size. It should however be
noted that two specific procedures similar to beswliquidation are intended in priority
for small-size enterprises.

Simplified Judicial Liquidation ( Liquidation judiciaire simplifiée, or LJS) — A
simplified court-ordered liquidation procedure ¢xifor small-size enterprises.

- Mandatory simplified regime(Régime simplifié obligatoire)— The simplified
liquidation procedure is mandatory whenever twaemaisites are m&t: (i) the debtor’s
assets do not include any real property; and f(ig tebtor meets two cumulative
thresholds: the business does not have more thareimployee (making the simplified
regime eligible to very small businesses whose g@nholds an employment contract)
and ex-VAT revenue equal to or lower than €300,500.

- Optional simplified regime (Régime simplifié faatif). — The simplified procedure is
possible optionally where two prerequisites are:n(i¢tabsence of any real property
assets, and (ii) two cumulative thresholds existerbployees at most and ex-VAT
revenue not exceeding €750,069.

- Purpose of the simplified liquidation procedure $)J The purpose of the LJS
procedure is to accelerate the proceedings andestiabdebtor to close the procedure at
the lowest possible cost. Article L. 644-5 providesa maximum deadline of six months
in a mandatory LJS or one year in an optional la¥Sof the date of the court decision
ordering or deciding the application of the simplif procedure, for the court to
pronounce the judicial liquidation proceedings elhsafter hearing or duly summoning
the debtor. By way of exception, the court may rdeextend the proceedings for a
period not exceeding three months via a specialbstantiated order. Within the same
deadlines, the court may also decide to termirfsesimplified procedure and convert it
into an ordinary procedure.

186 Article L. 641-2 of the commercial code
187 Article D. 641-10 of the commercial code
188 Article D. 641-10 Para. 2 of the commercial code
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Personal reinstatement Rétablissement personnel — Conditions of procedure
opening — The law provides for a procedure of businessstatement without
liquidation applicable only to a natural entity mpireneur not incorporated as an EIRL
company. This procedure is subordinated to seyerkquisite¥® (i) the debtor must
not be engaged in any insolvency proceedings, ave lengaged in any court-ordered
liquidation proceedings closed due to insufficiassets or in any business reinstatement
procedure for at least five years; (ii) the debtarst not own any real property assets;
(iif) the debtor has not had any employee for thstgix months (nor be engaged in any
proceedings pending before the Prud’hommes labmuts); and (iv) the debtor’'s assets
value must be less than 5,000 eur84.astly, the (voluntary) petition to open a perdona
reinstatement procedure presupposes the concuomeing of judicial liquidation
proceedings.

- Comparison with the simplified judicial liquidation- The simplified judicial
liquidation procedure produces all the effects oh@amal liquidation procedure as
regards assets and liabilities, while the businesstatement procedure does not account
either for the assets, nor the ongoing contraais,any temporary continuation of the
business, since its single purpose is to releasedébtor of his liabilities. Thus, the
business reinstatement procedure is better sutadlebtor who is ceasing or has already
ceased his business activity. Effects at closiegdifferent: debts are extinguished in one
case, individual prosecutions are not resumeddrother case.

10.2. In practice, what is the dominant strateqy in an SNE
insolvency? (Winding up or selling the assets on@mecemeal
basis? Reorganisation? Going concern sale?).

The purpose of the Law is to establish a rescuefamization plan with or without
restructuring, but with full or partial settlemesttliabilities, and possibly, as appropriate,
with a partial assets disposal plan. In the absef@ereorganization plan, a full assets
disposal plan will be sought. In the absence oé@ganization plan and of a disposal
plan, a court-ordered liquidation will follow.

10.3. In cases where the SME debtor has no realisable as$s, are
any of the insolvency procedures identified in Quéi®n 1.1.3
available? Is a discharge available for the entre@meur?

Even if the company does not own any disposabletgsg may be subject to the
procedures provided under thei de Sauvegardepre-insolvency “safeguard” procedure
(sauvegardg administrative reorganizatiomeiressement judiciaijeor court-ordered
liquidation (iquidation judiciaire, depending on its ability to submit a rescue or

189 Articles L. 645-1 & L. 645.2 of the commercial @d
170 Article R. 645-1 of the commercial code
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reorganization plan. If liquidation is the only @®ivable outcome, then the company
may be eligible for a simplified liquidation proaed (LJS) or a business reinstatement
procedure.

Simplified judicial liquidation and business reinsetement — See 7.1. above
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