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Regulation of Law 25,284 on Management of sports entities undergoing economic difficulties

On July 6, 2007, the Official Gazette published Executive Order No. 852/2007 to regulate Law 25,284 on Management of sports entities undergoing economic difficulties (hereinafter, the “Executive Order”).

The Law created a special regime concerning the management of sports entities undergoing economic difficulties through the implementation of a Management trust with judicial control, designed to continue the activity developed by sports entities, to restore any liabilities through a proper, controlled and professional trust management that guarantees the creditors’ rights, works out the insolvency state and recovers the institutional performance of the entity.

Certain sections of the Law were regulated by the Executive Order (1, 3, 5, 6, 7, 8, 10, 12, 13, 19, 23):

The Law applies to civil entities or associations mainly engaged, during the last two years counted from the bankruptcy declaration or filing for reorganization, in sports practice at the amateur or professional level. 

The law institutes the management trust in order to administer the entities, which shall take effect over the entire property owned by the debtor association or entity, including registration rights and any other patrimony concept concerning players and sportsmen enrolled and registered.

This trust shall be administered by the fiduciary body in favor of the entity's creditors to the pay-off of debts. To such effect, the “trustor” is the civil sports association or entity owner of the property; the “trustee” is the body created in each case and the “beneficiary” are the creditors under protection.

Also, the concept of “expert in sporty management” is defined to include the fiduciary body: it is the person who can reliably evidence having acted for at least ten years in activities related with the administration of a sports association or entity or who has a high-level education degree authorizing said person to act in said activities. 

Concerning bankrupt entities, the parties entitled to request the bankruptcy termination and therefore the termination of the management trust with judicial control on the civil association or entity after the receiver sends a report to the judge. In case the entities are undergoing a reorganization process, they may elect to continue the proceedings under the provisions of the Law. Once the option is elected, a 60-day term applies to submit the ratification through ordinary meeting of shareholders. 

Concerning the appointment and requirements to be complied with in order to act as a member of the fiduciary body, the Executive Order states that the enforcement authority shall instrument a book where candidates will be enrolled and which shall include the candidate's personal data, background and any other relevant information.

In case of impossibility of having three members, whether due to lack of candidates or to the fact that they do no comply with the pertaining requirements, the fiduciary body will be composed by candidates enrolled for other sports associations or entities or those enrolled as court assistant. 

The regulatory executive order stresses the fact that, if the entity is already undergoing bankruptcy or reorganization proceedings and provided the necessary proceedings to comply with the preparation of the candidates’ lists are not finished, the judge will temporary appoint the members of the fiduciary body.

Concerning the responsibility of the members of the body, the debtor civil entity or association has legal standing to act as party to the suit.

The consolidation of the liabilities shall be determined by the fiduciary body taking into account the creditors after a final judicial decision has been issued, and after the creditors’ claims have been verified and declared admissible and judicially approved after termination of the proceedings conducted to prove claims. The amount may be periodically extended at the creditor or fiduciary body request while a decision is being issued on subsequent proofs requested.

The fiduciary body will issue debt certificates representing the consolidated liabilities in favor the creditors declared as such. The certificates’ guarantee shall be the trust property. 

Said certificates will be registered in a book created to such effect which shall include the issue of the bonds, name, address, transfers, and any other relevant information.

As to the fiduciary body’s capacity to act, the Executive Order states that the body is a party to the main process and to all proceedings for the proof of claims and has the same powers and obligations as the receiver.

Last, the Decree sets forth that in case of the entity's wind up, the pertaining process shall be conducted under the bankruptcy and reorganization law (Law 24,522) concerning the realization of assets and the final report and distribution.
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Should you have any question or comments regarding the foregoing, please do not hesitate to contact us by calling (54 11) 4116-4155 or via e-mail addressed to info@kahale.com.ar.

Kahale Abogados is not responsible for any actions (or lack thereof) taken as a result of relying on or in any way using information contained in this communication and in no event shall be liable for any damages resulting from reliance on or use of this information. Readers should take specific advice when dealing with specific situations.
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