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EDITOR’S PREFACE

I am very pleased to present this eighth edition of The Restructuring Review. As with the 
previous editions, our intention is to help general counsel, government agencies and 
private practice lawyers understand the conditions prevailing in the global restructuring 
market in 2015 and 2016, and to highlight some of the more significant legal and 
commercial developments and trends that have been evident in recent years, and that are 
expected to be significant in the future.

At the time of writing, a number of factors threaten to disrupt the relatively 
benign global economic conditions that have prevailed in recent months. The crisis in 
the eurozone, and in particular the distress suffered by Greece, has once again been 
leading the news in Europe. The conflicting political imperatives driving the actions of 
Greece and its eurozone creditor nations appear to gain strength with each new twist of 
the crisis, to such an extent that a long-term solution satisfactory to all parties that keeps 
Greece in the eurozone may prove to be a chimera.

Elsewhere in the Orthodox world, the interventions made by Russia in Ukraine 
have led relations between Russia and NATO to deteriorate to their worst state since 
the Cold War, with firm sanctions being imposed by many western countries on Russia. 
The economic uncertainty caused by such tensions provides another challenge to global 
growth and stability. 

The situation in the Middle East continues to be a grave security concern and 
the human cost of the political turmoil in the region is horrifying. From an economic 
perspective, however, the dramatic events in Syria, Iraq and elsewhere have had a minimal 
impact, which perhaps has contributed to the apparent inability of world powers to 
formulate a means of resolving the conflicts in the region. 

Possibly the most important events for global long-term economic prospects are 
the problems in the Chinese economy that are suggested at the time of writing by, among 
other symptoms, a dramatic decline in Chinese stock prices. Chinese economic and fiscal 
indicators are notoriously enigmatic, but if a serious economic crisis does affect China, 
as is anticipated by many commentators, such a crisis may be significantly exacerbated 
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by the weaknesses in the Chinese banking system, and the consequences for the global 
economy could transcend the impact of the problems in the eurozone.

A further factor to note is the continued employment of unorthodox monetary 
policy by many central banks. There remains considerable uncertainty as to the broader 
economic effects when quantitative easing is unwound and interest rates return nearer to 
the long-term average; many commentators expect that when the monetary tide retreats, 
many businesses that until now have managed to conceal their weaknesses may be left 
dangerously exposed.

With the above in mind, it seems likely that the global economy is set for a period 
of further uncertainty in the year to come. As such, this work continues to be relevant 
and important, in particular as a result of the international nature of many corporate 
restructurings. 

I would like to extend my gratitude to the contributors from some of the 
world’s leading law firms who have given such valuable support and cooperation in the 
preparation of this work, and to our publishers, without whom this work would not have 
been possible.

Christopher Mallon
Skadden, Arps, Slate, Meagher & Flom (UK) LLP
London
August 2015
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Chapter 9

FINLAND

Pauliina Tenhunen, Salla Suominen and Christer Svartström1

I OVERVIEW OF RESTRUCTURING AND INSOLVENCY 
ACTIVITY

The recession of 2008 had a significant effect on the Finnish economy, evident from 
nearly every financial barometer available. The inevitable result of the economic 
downturn was a significant increase in the number of statutory insolvency proceedings 
initiated in Finland, especially bankruptcies.

Even though it now seems that the recession has finally been overcome in Europe, 
the growth of the Finnish economy has not been on par with the European average, 
which has displayed slight signs of recovery.2 This may be attributable to several factors, 
not all of which are caused by the prevailing economic situation.

Domestic demand has been weak due to consumer uncertainty and high 
unemployment rates, especially affecting retail sales. However, compared with 2014, the 
number of filings for bankruptcy between January and May 2015 decreased 18.8 per 
cent. Within the retail industry, the decrease was even bigger, up to 25.4 per cent.3 
Unemployment rates had slowly decreased from their peak in 2009 up until 2012, but 
they have since experienced a slight growth, and have risen even higher than during the 
last recession.4 Based on the unemployment rates and the general atmosphere in the 
Finnish market, no clear explanation for the decreased number of filings for bankruptcy 
can be found.

1 Pauliina Tenhunen is the managing partner, Salla Suominen is a counsel and Christer 
Svartström is an associate at Castrén & Snellman Attorneys Ltd.

2 Economic Bulletin 1/2014, Finnish Ministry of Finance.
3 Statistics Finland, Bankruptcies, May 2015.
4 Statistics Finland, Labour force survey 2014.
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Foreign trade has not been without problems in Finland. Production costs have 
increased more rapidly than in other European countries, contributing to a decline in 
competitiveness. Finnish companies competing with foreign corporations have been 
forced to do so by sacrificing profitability. This has been particularly obvious in the 
engineering industry, where smaller engineering companies and workshops facing 
weakened foreign demand are largely dependent on a few large industrial players.

Tightening bank regulation, in particular the Basel accords, has made financial 
institutions cautious about financing companies with an increased risk of default. As 
the capital adequacy requirements for financial institutions have become more stringent 
with regards to lending and exposure to higher-risk assets, the increased cost of financing 
distressed or underperforming companies has made it more challenging for financial 
institutions to finance otherwise viable and well-managed companies through periods of 
economic difficulty. 

An indicator of the hesitancy of banks financing underperforming companies 
has been the number of major insolvency proceedings initiated. It was particularly high 
during 2013 and 2014, with proceedings being initiated in the Tiimari retail group, the 
Talvivaara mining company, the Takoma engineering group and a consultancy company, 
Trainers’ House; all of these companies were listed on the Helsinki Stock Exchange. 
Bankruptcies and restructurings of publicly listed companies have previously been 
extremely rare in Finland. However, the insolvency proceedings initiated in 2013 and 
2014 alone showed that even the largest companies are vulnerable to economic downturns 
and may be left with no other alternative than seeking protection from creditors through 
restructuring or filing for bankruptcy. The root causes of the distress several of these 
companies face now can be traced back to the 2008 recession, the effects of which are 
still being felt as failed negotiations with financiers in securing greatly needed liquidity.

Formal insolvency proceedings during 2013 and 2014

Insolvency proceedings 2013 2014 Variation
Bankruptcies 3,131 2,954 -5.7 per cent

Restructurings 571 565 -1.1 per cent

Total 3,702 3,519 -5 per cent

Source: Statistics Finland

Insolvency proceedings during 2014 and 2015

Insolvency proceedings 2014 2015 Variation
Bankruptcies (January–May) 1,350 1,149 -15.5 per cent

Restructurings (January–March) 120 123 +2.5 per cent

Source: Statistics Finland

The number of bankruptcies initiated in 2014 decreased slightly from the previous year, 
but there has not been much variation during the years following the 2008 recession, 
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and the amount of bankruptcies has remained quite steady. In comparison, the number 
of bankruptcies initiated in 2007, prior to the recession, was 2,258.

The figures, particularly with respect to insolvency proceedings of large companies, 
as well as practical experience from the past year, suggest that restructuring – as an 
alternative to bankruptcy – remains relatively unfamiliar to many, even though it has 
been part of Finnish insolvency legislation for 20 years. By offering protection against 
creditors, restructuring proceedings enable distressed companies with economic potential 
to overcome a significant weakening of their financial position. On multiple occasions, 
however, restructuring proceedings have been initiated too late or not at all. This either 
leads to bankruptcy or significantly undermines the chances of successful restructuring. 
Bankruptcies account for the overwhelming majority of statutory insolvency proceedings 
initiated in Finland.

II GENERAL INTRODUCTION TO THE RESTRUCTURING AND 
INSOLVENCY LEGAL FRAMEWORK

i Informal restructuring methods

Finnish insolvency law does not include any informal restructuring proceedings as such. 
Only statutory proceedings are considered collective debt enforcement measures affecting 
all the debts of a debtor. Informal proceedings are limited to individual negotiations 
with creditors. As with contracts in general, any agreements reached with creditors are 
only binding inter partes, and cannot affect third parties. Debts can therefore not be 
collectively restructured through these informal proceedings, but separate agreements 
must be made with each individual creditor in order to cover the debts of a distressed 
company in their entirety.

Negotiations on informal restructuring are undertaken as part of the business 
operations of companies, and they are primarily confidential. Therefore, statistics are 
unavailable.

Under Finnish legislation, a debtor company may only be subject to one of 
two types of statutory insolvency proceedings: bankruptcy pursuant to the Finnish 
Bankruptcy Act5 or restructuring proceedings pursuant to the Finnish Restructuring of 
Enterprises Act6 (Restructuring Act).7

ii Bankruptcy proceedings

If a company is unable to settle its liabilities as they fall due and if such an inability is not 
merely temporary, the debtor or a creditor who does not have sufficient security for its 

5 120/2004, as amended.
6 47/1993, as amended.
7 In addition, the liquidation of a company in accordance with the particular provisions 

under the Finnish Limited Liability Companies Act (624/2006, as amended) is sometimes 
mentioned as a form of insolvency proceedings. However, as it requires the full payment of all 
of the debts of the company, it will not be discussed further in this overview.



Finland

125

claim may file for bankruptcy.8 If the application is approved, a court will appoint one or 
several administrators to take control of the assets of the bankruptcy estate.9

Bankruptcy involves all the debts and liabilities of a debtor company, and its 
purpose is the liquidation of the assets of the debtor and the disbursement of the proceeds 
to settle the creditors’ claims. From the commencement of the bankruptcy, the debtor 
loses control of its assets, and is subjected to the authority of the estate administrator. 
The estate administrator is obligated to act for the common benefit of the creditors. 
In matters falling under the authority of the creditor collective, the administrator is 
required to comply with the decisions and guidelines of the creditors.10 

Creditors are represented by the creditors’ meeting, in which all creditors as 
well as a representative of the debtor are eligible to participate. In addition, a creditors’ 
committee, in which the various creditor groups such as unsecured and secured creditors 
are represented, is usually appointed by the court. In large bankruptcies, the appointment 
of a creditors’ committee is required by law, unless specifically deemed inappropriate.11

To be entitled to disbursement from the bankruptcy estate, a creditor is primarily 
required to lodge a claim in bankruptcy (a letter of lodgement) within the time limit 
determined by the administrator.12 The obligation to lodge a claim concerns both secured 
and unsecured creditors. A secured creditor is required to notify the administrator of any 
securities held by the creditor in the letter of lodgement.13 Failure to lodge a claim within 
the specified time may lead to the expiration of the debt.

A creditor wishing to set off its claim against a debt owed to the debtor is required 
to notify the administrator and provide the administrator with the same information 
that would be included in a lodgement letter.14

Effects of bankruptcy on the bankruptcy debtor’s contracts
The debtor’s contracts are not automatically terminated upon the initiation of bankruptcy 
proceedings, and contract clauses by which contracts are immediately terminated upon 
bankruptcy are considered null and void. The bankruptcy estate is entitled to become 
party to the contracts of the debtor by notifying the creditor of this within a reasonable 
time.15 Debt arising from a contract entered into by the bankruptcy estate in this manner 
will be considered as the bankruptcy estate’s debt and will therefore be paid before any 
funds are disbursed to the creditors of the bankruptcy estate.

8 Chapter 2 of the Bankruptcy Act.
9 Chapter 8, Section 1 of the Bankruptcy Act.
10 Chapter 14, Section 3 of the Bankruptcy Act. Salary debts and debts based on certain 

securities issued by the debtor are exempt from the lodgement obligation.
11 Chapter 14, Section 12 of the Bankruptcy Act.
12 Chapter 12, Section 6 of the Bankruptcy Act.
13 Chapter 12, Section 7 of the Bankruptcy Act.
14 Chapter 6, Section 1 of the Bankruptcy Act.
15 Chapter 3, Section 8 of the Bankruptcy Act.
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Creditors are entitled to require collateral from the bankruptcy estate if it wishes 
to become party to a contract to prevent any further loss to the creditor. If the bankruptcy 
estate cannot provide sufficient collateral, the creditor is entitled to terminate the contract.

Order of priorities in bankruptcy proceedings
Creditors with similar priority principally have equal rights to disbursement from the 
bankruptcy estate in proportion to the amount of their claims. The order in which the 
debtor’s debts are settled is determined by the Finnish Act on the Ranking of Claims.16 
Prior to any disbursements to unsecured creditors, the following creditors will receive 
disbursement:
a secured creditors and holders of retention rights, who have priority over the 

proceeds from the respective asset; 
b creditors of expenses and administrative costs of the bankruptcy estate, creditors 

with claims based on contracts that the bankruptcy estate has entered into or 
become party of, and creditors of liabilities for which the bankruptcy estate is 
responsible for by law; and 

c creditors with claims that are secured by a business mortgage; the disbursement 
has been limited to 50 per cent of the value of the encumbered business assets. 

Certain debts – such as interest accrued on bankruptcy debts after the commencement 
of the bankruptcy, capital loans or bonds issued with a lower priority in relation to other 
indebtedness by the debtor – are regarded as lowest priority debts and may only be 
settled after all other debts of the bankruptcy estate have been paid.17 

The state does not have any preferential rights to receive disbursement for claims 
based on taxes and other fiscal charges. 

Enforcement of security in bankruptcy
A creditor with a pledge over the debtor company’s property is in a ‘separatist position’ 
and, on this account, has a right to the independent enforcement of the security. 
However, the creditor is still obliged to notify the estate administrator of both its claim 
and all essential information on the realisation arrangements. A creditor is required to 
take the bankruptcy estate’s interest into account in the enforcement of securities. In 
certain circumstances, the estate administrator has the right to prohibit the realisation of 
the security for a maximum period of two months.

In general, a creditor of a pledge of immoveable property must obtain a mortgage 
decision from a competent court before being able to enforce the security. The secured 
creditor is then required to seek realisation sale from a bailiff. This lengthy procedure 
with multiple phases is often considered ineffective. In practice, a secured creditor usually 
agrees with the estate administrator on the sale of the immoveable property as part of the 
bankruptcy proceedings. The estate administrator may carry out the sale also without the 
assistance of the bailiff.

16 1578/1992, as amended.
17 Section 6 of the Act on the Ranking of Claims.
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A creditor secured by a business mortgage is not entitled to enforce its security 
independently. The bankruptcy estate is responsible for the realisation of all business 
assets encumbered by the business mortgage, the proceeds of which are then disbursed 
to creditors secured by a business mortgage in accordance with the law and the priority 
of each creditor.

iii Restructuring proceedings

The Restructuring Act provides an alternative to bankruptcy for distressed companies 
that are insolvent or at risk of becoming insolvent, provided that the company may 
otherwise be considered viable and that its insolvency may be remedied beyond on a 
temporary basis. The debtor or its creditors may file an application for restructuring 
with a court of competent jurisdiction. If the conditions of restructuring set forth in 
the Restructuring Act are met or if creditors whose aggregate claims exceed a certain 
threshold support the restructuring, the court may order the commencement of the 
restructuring proceedings and appoint an administrator.

One of the key aspects of Finnish restructuring proceedings is the separation of 
debts into two groups based on when the debt has arisen. Principally, all debt that has 
arisen prior to filing for restructuring is considered restructuring debt and is subject to 
certain interdicts.18 Correspondingly, debt arising after filing for restructuring is regarded 
as new debt and will be paid in accordance with its original terms.19 

Restructuring debt may be separated into unsecured and secured debt. Debt is 
considered secured when the creditor holds a security interest to moveable or immoveable 
property that is effective (against third parties) and that belongs to the debtor or is in its 
possession, insofar as the value of the security at the commencement of the proceedings 
would have been enough to cover the amount of the creditor’s claim after the deduction 
of liquidation costs and claims with a higher priority.20 Regarding business mortgages, 
only 50 per cent of the value of the encumbered assets is considered as secured debt. The 
part of a secured debt in excess of the value of the security is considered unsecured debt, 
and may thus be restructured as unsecured debt. 

Restructuring administrator and creditors’ committee
The duties of the court-appointed administrator include preparing a report on the 
debtor’s assets, liabilities and other undertakings, and on the circumstances that affect 
the financial position of the debtor and its expected development; monitoring and 
supervising the debtor’s activities subject to the proceedings; drafting a restructuring 
programme; and other duties specified in the Restructuring Act.21 Notwithstanding 
secrecy provisions, when performing these duties, the administrator has the same rights 
as the debtor to obtain information on the debtor’s bank accounts, financial transactions, 
financial agreements and undertakings, assets, taxation and other factors relating to 

18 Section 3, Paragraph 5 of the Restructuring Act.
19 Section 32 of the Restructuring Act.
20 Section 3, Paragraph 7 of the Restructuring Act.
21 Section 9 of the Restructuring Act.
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the financial position or the activities of the debtor. Furthermore, the administrator is 
entitled to participate in the meetings of organs of a debtor business, and to be heard 
there.

While the debtor remains in possession of its business and its assets, certain 
significant actions require the administrator’s consent. Such actions include assuming 
new substantial obligations, transferring a business or a portion thereof or transferring 
fixed assets, liquid assets, intellectual property rights or other essential rights necessary 
for business activities, or providing security or undertaking some other liability for the 
debt of a third party.22 The administrator may demand the court to prohibit the debtor 
from entering into a certain transaction if such a transaction may harm or compromise 
the interests of a creditor.23 A transaction entered into in violation of such prohibition 
will be deemed invalid unless the other party was not aware and could not have been 
aware that the debtor did not have the authority to enter into the transaction.

The court must, upon request by the debtor, the administrator or a creditor, 
appoint a creditors’ committee unless deemed unnecessary.24 A creditors’ committee 
must be comprised in such a way that the various debtor groups are evenly represented. 
The role of the creditors’ committee as an advisory organ is to assist the administrator 
in the fulfilment of his or her duties and to oversee the administrator on behalf of the 
creditors. 

Interdicts under restructuring proceedings
As a rule, the commencement of the restructuring proceedings has no effect on the 
existing undertakings of the debtor.

Upon the commencement of the restructuring proceedings, an interdict is placed 
on the restructuring debts of the debtor. Under this interdict, the debtor is prohibited 
from repaying restructuring debts or providing security for such debts.25 Any payments 
made or securities given in violation of the interdict are to be returned.

The restructuring proceedings also prevent any debt collection measures 
concerning the restructuring debt against the debtor, and measures already initiated 
may not be continued.26 Furthermore, no sanctions for default may be imposed on 
the debtor regarding the restructuring debt. Thus, the accrual of overdue interest and 
other time-dependent consequences of delayed payment are interrupted from the 
commencement of the restructuring proceedings.

The prohibition on collection measures covers the use of a security given by the 
debtor company in order to obtain payment. In turn, the interdict on collection measures 
does not prevent the collection of debts from a third party based on, for example, a 
guarantee given by the third party for the benefit of the debtor. Nor does it prevent the 

22 Section 29 of the Restructuring Act.
23 Section 30 of the Restructuring Act.
24 Section 10 of the Restructuring Act.
25 Section 17 of the Restructuring Act.
26 Section 19 of the Restructuring Act.
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creditor from demanding payment from a security given by a third party for the benefit 
of the debtor.

Finally, enforcement measures are prohibited from the commencement of the 
restructuring proceedings if their purpose is to enforce the restructuring debt.27

The court may, upon request by the applicant or the debtor, order that the 
aforementioned interdicts take effect on an interim basis before the commencement of 
the proceedings, if deemed necessary.28

All interdicts will be in force throughout the restructuring proceedings until a 
final restructuring programme has been confirmed by the court or the proceedings have 
been dismissed.

Restructuring programme and the means of restructuring debts
The aim of the restructuring proceedings is to prepare a restructuring programme that 
specifies, inter alia, how the restructuring debts of the debtor are to be repaid during the 
programme. Creditors with equal ranking have an equal standing in the arrangements 
of the restructuring debts within the restructuring programme. It must be noted that 
the restructuring programme must always offer a better financial outcome to all of the 
creditors compared with the bankruptcy of the debtor.

Subject to certain restrictions set forth in the Restructuring Act, the following 
measures may be taken with respect to unsecured debts in the restructuring programme:
a changing of the repayment schedule; 
b ordering that debt payments made by the debtor be considered as repayments of 

the principal of the debt in the first place and only later as repayments of credit 
costs; 

c reducing the obligation to pay interest and other credit costs with respect to the 
remaining term of a debt; and 

d reducing the outstanding principal balance of unpaid debt.29 The restructuring 
programme may also include the full or partial refinancing of debt.

The following debt arrangements may be applied to secured debt: changing the 
repayment schedule; ordering that debt payments be considered as repayments of the 
principal of the debt first and repayments of other credit costs only second; or reducing 
the obligation to pay interest and other credit costs with respect to the remaining term 
of the debt.30 Even if the debt arrangement does not affect the existence or content of a 
creditor’s security interest, the security arrangements relating to a debt may be altered by 
replacing the security with another fully adequate security.

Restructuring of both unsecured and secured debt may take place only to the 
extent deemed necessary for the success of the restructuring proceedings.

27 Section 21 of the Restructuring Act.
28 Section 22 of the Restructuring Act.
29 Section 44 of the Restructuring Act.
30 Section 45 of the Restructuring Act.
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It should be noted that the restructuring programmes of larger companies in 
particular may contain detailed plans for the restructuring of the entire business of the 
debtor, not only its debts. These may include corporate reorganisations, divestments 
of certain business units and other similar measures. The restructuring programme is 
typically drafted in close cooperation with both the debtor company and the creditors to 
ensure broad acceptance of its terms, thus maximising its chance of success.

The Finnish Restructuring Act does not offer any means to dilute or otherwise 
affect the equity of the debtor company as part of the formal restructuring proceedings. 
A dilution of shareholders’ rights or other amendments to them is only possible based on 
a separate decision by the shareholders’ general meeting.

Enforcement of security in restructuring
In restructuring, after the commencement of the restructuring proceedings, a secured 
creditor is not entitled to any type of enforcement measures towards the pledgor regarding 
the restructuring debt. Measures that have already been initiated must be suspended. In 
certain circumstances, upon the request of a creditor, a court may, after hearing the 
debtor, exempt a creditor from the interdict.31 

No interdicts or other limitations apply to the enforcement of securities for debt 
that has arisen after the filing for restructuring.

iv Duties of directors of companies

The Limited Liability Companies Act includes separate provisions on directors’ liability 
in cases where they have violated the law or the articles of association and, consequently, 
caused damage to the company, a shareholder or a third party. Nonetheless, liability for a 
breach of their general duty of care under the Act requires that the directors have caused 
damage specifically to the company itself.

The Finnish Limited Liability Companies Act requires directors of companies 
to notify the Trade Register, maintained by the Finnish Patent and Registration Office, 
of the loss of shareholders’ equity.32 Finnish law does not, however, require directors of 
distressed companies to file for bankruptcy or apply for restructuring.

Thus, directors cannot be liable for not filing for insolvency proceedings in specific 
time, but they may be liable for the damage caused to a third party in connection with a 
failure to register loss of equity in accordance with the law. It has, however, been argued 
that the duty of care should be interpreted as obliging the directors to secure the best 
interest of the creditors – instead of the best interest of the shareholders – at the latest 
when it is evident to the directors that the company is becoming insolvent. In any case, 
with no legal praxis on this issue, such liability should be considered merely hypothetical.

31 Section 20 of the Restructuring Act.
32 Chapter 20, Section 23 of the Limited Liability Companies Act.
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v Clawback actions

In accordance with the Finnish Act on the Recovery of Assets to Bankruptcy Estate 
(Recovery Act),33 certain acts undertaken by a debtor prior to the filing for insolvency 
proceedings may be reversed if the rights of creditors have been prejudiced by those 
acts. The provisions of the Recovery Act also apply in restructuring and enforcement 
proceedings. Both restructuring and bankruptcy administrators, as well as creditors, may 
seek to recover assets from the debtor on the basis of recovery legislation.

All transactions between an insolvent debtor and counterparty may fall under 
what is known as general grounds for recovery. Accordingly, a transaction concluded 
within five years prior to the date on which the bankruptcy, restructuring or enforcement 
petition was filed may be recovered if:
a the transaction, either as such or together with other transactions, favours a 

creditor improperly at the expense of other creditors, places property beyond the 
reach of other creditors or increases debts to the detriment of the creditors; 

b the debtor, at the time of the transaction, was insolvent or became insolvent partly 
due to the transaction or, in cases where a transaction is considered as a gift or a 
contract with the characteristics of a gift, if the debtor became over-indebted; 

c the counterparty of the transaction knew or should have known of the insolvency 
or over-indebtedness, or of the impact of the transaction on the debtor’s economic 
situation; and 

d the counterparty was aware or should have been aware of the circumstances 
mentioned above on the basis of which the transaction is considered improper.34 

The general grounds for recovery under the Recovery Act are thus applicable only if 
the counterparty knew or should have known all the issues described above in (a) and 
(b). Transactions between the debtor and certain (natural or legal) persons within the 
debtor’s sphere of interest (as defined in the Recovery Act) may be recovered regardless 
of the date of the transaction.

In addition, certain transactions can be recovered regardless of the good faith of 
the counterparty and the financial standing of the debtor at the time of the transaction. 
Such transactions include the payment of debts and the granting of a security. Any 
debt settled later than three months prior to the date when the petition for bankruptcy, 
restructuring or enforcement is filed (or, in the event that the beneficiary is a person or 
an entity within the debtor’s sphere of interest, within two years of the filing date) may 
be recovered if it is paid by unusual means of payment, the payment has been premature 
or the amount of payment has been significant in proportion to the assets of the debtor.35 
However, a payment may not be recovered if it may be regarded as customary.

A security given later than three months prior to the date when the petition for 
bankruptcy, restructuring or enforcement is filed (or, in the event that the beneficiary is 
a person or an entity within the debtor’s sphere of interest, within two years of the filing 

33 758/1991, as amended.
34 Section 5 of the Recovery Act.
35 Section 10 of the Recovery Act.
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date) may be recovered if the parties had not agreed upon the security in connection 
with the granting of the credit or the possession of the security had not been transferred 
without unjustified delay after the granting of the credit.36

III RECENT LEGAL DEVELOPMENTS

Finnish insolvency legislation has not seen any major changes during 2014. However, 
the issue of environmental liabilities has been brought under scrutiny through the 
financial difficulties of large industrial corporations with operations posing substantial 
environmental risks. Some of these financial difficulties have culminated in formal 
insolvency proceedings, while others still remain on the verge of doing so.

The question of whether environmental liabilities should be given equal weight 
to other debts in insolvency proceedings has been under debate in Finnish jurisprudence 
and the media. During the past few years, several industrial companies with substantial 
environmental liabilities have been declared bankrupt or placed into restructuring. These 
include the bankruptcy of steel producer FNSteel, the restructuring and subsequent 
bankruptcy of synthetic fibre producer Avilon Fibres and the ongoing insolvency 
proceedings of mining company Talvivaara.

The scale of the environmental liabilities of large industrial corporations may 
be significant. Although Finnish environmental law requires collateral for and valid 
insurance against environmentally hazardous activities, such safety measures often prove 
insufficient upon the complete and abrupt cessation of these activities. 

The issue of environmental liabilities in insolvency proceedings is disputed in 
Finnish jurisprudence, with some lawyers preferring an environmental law approach 
and others a strict interpretation of the relevant insolvency provisions. The current case 
law on the subject does not provide definite answers for resolving the treatment of these 
liabilities.

The handling of bondholders with regard to equity holders within Finnish 
insolvency proceedings is also under discussion in Finland. Finnish restructuring 
legislation does not include a separate provision regarding debt-to-equity conversion, 
which has caused some uncertainty among international investors regarding the rightful 
order of priority of various financiers. The need to renew restructuring legislation has 
been acknowledged but has not yet led to any actual legal developments.

IV SIGNIFICANT TRANSACTIONS, KEY DEVELOPMENTS AND 
MOST ACTIVE INDUSTRIES

The common conception that large, publicly traded entities are invulnerable to statutory 
insolvency proceedings has been largely shattered during the past year. During the latter 
half of 2013 and 2014, four publicly traded companies either filed for bankruptcy or 
applied for corporate restructuring.

36 Section 14 of the Recovery Act.
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Mining company Talvivaara, which has mining operations at one of Europe’s largest 
deposits of sulphidic nickel in Sotkamo, Finland, filed for restructuring in late 2013 due 
to the inability to secure further financing for its mining and metal extraction activities. 
The operational subsidiary of Talvivaara filed for bankruptcy in November 2014 after 
the financing negotiations had again failed, and the bankruptcy was later continued as a 
public receivership.

Retail group Tiimari, which was established in 1971 and operated an iconic retail 
chain for decades with over 100 stores in Finland and the Baltics, filed for bankruptcy 
in September 2013. Tiimari, which had been listed on the main stock exchange list 
of the Helsinki Stock Exchange since 1992, was the largest bankruptcy in Finland in 
2013 measured in terms of both turnover and personnel.

In early 2014, Takoma, a supplier of mechanical power transmission components 
and services, was placed into restructuring together with one of its subsidiaries. In 
addition, two other subsidiaries of the Takoma group were forced to file for bankruptcy. 
The restructuring of Takoma and the subsequent bankruptcies of its two subsidiaries 
bear witness to the increased production costs and reduced foreign demand plaguing 
Finland’s industry.

Finally, at the very end of 2014, a publicly listed and well-known consultancy 
company, Trainers’ House, filed for restructuring.

V INTERNATIONAL

In recent decades, insolvency proceedings with various cross-border elements have 
become more common in Finland. Major international creditors are ever-more involved 
in Finnish large-scale insolvency proceedings as foreign banks have been offering 
long-term financing to Finnish companies as part of multinational bank syndicates and, 
due to some of these banks withdrawing from the Finnish market, debtor companies 
have not succeeded in refinancing all of these financing packages.

Cross-border elements are typically also present in insolvency proceedings 
concerning Finnish companies with foreign subsidiaries or vice versa. 

Finland is a member of European Union; thus, Council Regulation (EC) No. 
1346/2000 on Insolvency Proceedings is applicable in Finland. There is also a separate 
Nordic Bankruptcy Convention from 1993, but its importance has diminished due to 
this Regulation.

Although the harmonisation of Nordic insolvency law has been a topic of discussion 
in jurisprudence, no formal harmonisation attempts have taken place. However, as in 
other fields of the law, Finnish insolvency law is influenced by the legislative solutions in 
other Nordic countries, most importantly Sweden. 

Finland has not adopted the UNCITRAL Model Law on Cross-Border Insolvency.

VI FUTURE DEVELOPMENTS

In light of the current unemployment rate and the unsustainable cost structures of certain 
industries in Finland, there is currently great political pressure to take action to remedy 
the situation. A new government was appointed in Finland in late spring of 2015, and 
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the new governmental programme includes several actions to be taken to improve the 
status of the Finnish economy, and especially to promote the country’s export industry.

From the legislative perspective, no major changes to Finnish insolvency law 
are currently in sight, apart from the ongoing discussions concerning the treatment of 
environmental liabilities and bondholders in insolvency proceedings, and a subsequent 
legislative initiative by the Finnish Bankruptcy Ombudsman and the Advisory Board for 
Bankruptcy Affairs to amend the Bankruptcy Act.



385

Appendix 1

ABOUT THE AUTHORS

PAULIINA TENHUNEN
Castrén & Snellman Attorneys Ltd
Pauliina Tenhunen is the firm’s managing partner and is the head of the insolvency and 
restructuring service. She has many years of experience in corporate law, insolvency 
law and dispute resolution. Ms Tenhunen has handled a wide range of corporate 
assignments, and she has a particular focus on corporate governance. She has handled 
insolvency matters since the early 1990s, and has acted as an estate administrator in 
several bankruptcy estates. She has also handled litigation proceedings dealing with, for 
example, management liability, damages claims, squeeze-outs, contracts and insolvency-
related disputes.

From 2008 to 2010, Ms Tenhunen was a member of the board of the International 
Association of Young Lawyers and was the first Finn elected to the position. She has also 
been a member of the board of the Redemption Committee of the Finland Chamber 
of Commerce, the Council of the Helsinki Region Chamber of Commerce and the 
Advisory Board for Bankruptcy Affairs.

The Legal 500, Chambers Europe, Chambers Global, PLC Which Lawyer? and Best 
Lawyers rank Ms Tenhunen among Finland’s leading legal experts.

SALLA SUOMINEN
Castrén & Snellman Attorneys Ltd
Salla Suominen specialises in insolvency law. She has extensive practical experience of 
bankruptcy and corporate restructuring proceedings both from debtor company and 
creditor perspectives, and she has acted as a corporate restructuring administrator. 
In addition to the handling of formal insolvency proceedings, Ms Suominen advises 
sponsors and distressed companies on questions regarding collateral and recovery in 
insolvency as well as director liability. She also works with our finance team on, inter 
alia, refinancing assignments. She is also an experienced litigator, and advises clients on 
issues regarding contract and obligations law.



About the Authors

386

CHRISTER SVARTSTRÖM
Castrén & Snellman Attorneys Ltd
Christer Svartström advises clients on assignments concerning insolvency proceedings. 
His main practice areas also include various aspects of dispute resolution and corporate 
law. He has participated in various bankruptcy and restructuring proceedings, both 
assisting the administrator of the estate and representing the creditors. In addition, 
Mr Svartström also has experience in contractual and non-contractual damages and in 
corporate law. He has previously worked at another major law firm and at an international 
financial institution.

CASTRÉN & SNELLMAN ATTORNEYS LTD
PO Box 233 (Eteläesplanadi 14)
00131 Helsinki
Finland
Tel: + 358 20 7765 765
Fax: + 358 20 7765 001
pauliina.tenhunen@castren.fi
salla.suominen@castren.fi
christer.svartstrom@castren.fi
www.castren.fi


