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debt settlement processes

Personal bankruptcy is a form of judicial repayment proceedings that were 
established in 1995 and include a set of procedures and provisions laid down 
in Austria’s Bankruptcy Act. The goal of these proceedings is to give ‘righteous 
and motivated’ persons who have run into debt a realistic chance to start again 
(economically).

Seven years on subsistence minimum
If bankruptcy proceedings are opened, this has direct consequences for a 

debtor: for instance, both the creditors and the employer as well as the bank 
where the debtor has an account are informed that proceedings have been 
started. There are banks that react to this by closing the current account of  
the customer in question, which in turn may lead to further problems with 
employers or difficulties to find a job. However, the start of bankruptcy procee-
dings also stops any collection measures and payment of interest. For debtors, 
personal bankruptcy means that they have to live on the defined subsistence 
minimum for seven years, as any income above the subsistence level is used  
for debt repayment. If the bankruptcy proceedings are successful, i.e., if the 
debtor fully meets the corresponding obligations (in particular, the required 
repayment quota of a minimum of 10%), the court grants exemption from the 
rest of the debt.

Eligibility to personal bankruptcy is a problem especially for people with low 
incomes, in particular because of the minimum repayment quota of 10% as a 
requirement for an exemption from the remaining debt. In a few cases, the rest 
of the debt is cancelled on the statutory basis of reasonably exercised discre-
tion. The pertinent application may be filed with the competent court, with good 
chances especially if the 10% quota has almost been met. The debt counselling 
services have demanded an abolition of the 10% quota for many years.

Reform plans
At present a comprehensive reform of judicial debt regulation proceedings is 

under preparation to improve access to and success of judicial debt regulation 
proceedings.

The concrete reform proposals that the Ministry of Justice has communi-
cated so far retain the minimum quota, but discretionary exemption will be 
possible in a greater number of cases: a quota of less than 10% will be admis-
sible also if the debtor’s income situation has considerably worsened without 
any fault on his/her part. In addition, the reform bill includes a system of 
overall collection as an interim stage before personal bankruptcy proceedings. 
This will help insolvent debtors who already face collection measures initiated 
by several creditors but who are not eligible for private bankruptcy at present. 
The new system is an opportunity for them to stabilise their situation: no 
further interest and costs accrue, and all creditors are treated equally. In this 
way, over-indebted people with low incomes have a chance to escape the debt 
spiral of continually increasing interest and costs and after a few years, when 
they are eventually in a position to repay debts, they may still file for personal 
bankruptcy and thus obtain debt relief. The prerequisite for the system of 
overall collection is that a debtor’s insolvency must be manifest.  ::
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