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Introduction

For a creditor seeking to recover assets in England by reference to a foreign court judgment, the traditional
route is generally to bring an action on the foreign judgment in England, obtain an English judgment and
then use the enforcement measures available under the Civil Procedure Rules (“CPR”) to pursue the
debtor's assets. This route presents a practical difficulty in cross-border asset recovery: even after
obtaining an English judgment on the foreign judgment, the creditor must still identify assets against which
enforcement can be taken. Where the debtor, particularly an individual debtor, has concealed assets, the
creditor cannot rely on the court to conduct an effective asset investigation. In some cases, it may
therefore be more effective to proceed without a prior recognition action and rely directly on the foreign
judgment to present a personal bankruptcy petition, thereby engaging the trustee’s investigatory powers
to identify and recover assets.

In January 2025, however, the Court of Appeal held in Servis-Terminal LLC v Valeriy Ernestovich Drelle
[2025] EWCA Civ 62 that an unrecognised foreign judgment could not form the basis of a bankruptcy
petition in England and Wales. That decision was widely understood to impose an additional procedural
hurdle on the personal bankruptcy route described above. That position has now been reversed. On 27
July 2026, the UK Supreme Court overturned the Court of Appeal’s decision in Valeriy Ernestovich Drelle
v Servis-Terminal LLC (In Liquidation in the Russian Federation) [2026] UKSC 29 (Drelle). The court held
that a final foreign money judgment which cannot be registered under an English statutory regime and has
not yet been recognised by an English court may give rise at common law to an immediate obligation to
pay. That obligation is itself, in principle, a “debt” for the purposes of section 267 of the Insolvency Act
1986 and may support a creditor’s bankruptcy petition.

The UK Supreme Court decision in Drelle therefore restores the approach to cross-border asset
recovery by overturning the restrictive stance taken by the Court of Appeal in the same case. This
means that a PRC creditor holding a final money judgment against an individual debtor may not
need first to obtain an English recognition judgment. Instead, it may be able to rely on the
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payment obligation arising from the PRC judgment to seek the debtor’s bankruptcy and thereafter
trigger the extensive investigatory powers available to the trustee in bankruptcy to uncover and
collect the debtor’s assets for collective distribution to unsecured creditors.

[This article discusses personal bankruptcy exclusively under the laws of England and Wales. For brevity,
references to “UK law” or “UK personal bankruptcy proceedings” mean the law and procedure of England
and Wales unless otherwise stated, and do not extend to Scotland or Northern Ireland.]

Factual Background

ST was a Russian company. Mr. Drelle had served as ST's Director General and held shares in it. In
December 2011, ST advanced a loan of RUB 2 billion to another Russian company and obtained a
personal guarantee from that company’s owner. The loan was not repaid.

In April 2017, ST entered insolvency proceedings in Russia. In March 2018, ST’s insolvency practitioner
brought proceedings on the company’s behalf against Mr. Drelle in the Arbitrazh Court of the Yaroslavl
Region, alleging that Mr. Drelle had failed properly to discharge his managerial duties in causing ST to
make the loan and had thereby caused losses to ST.

On 24 May 2019, the Russian court ordered Mr. Drelle to pay ST RUB 2 billion. Subsequently, Mr. Drelle
unsuccessfully sought relief from the appellate court, the regional arbitrazh court and the Russian Supreme
Court. The first-instance judgment in the case became final.

By that time, Mr. Drelle had left Russia and settled in London. ST did not first bring an action in England
to recognise the Russian judgment. Instead, ST served a statutory demand on Mr. Drelle on 9 October
2020 and presented a personal bankruptcy petition on 13 October 2020. At the then prevailing exchange
rate, RUB 2 billion was approximately GBP 19.8 million.

Procedural History in the English Courts
. First Instance: The Insolvency and Companies Court Makes a Bankruptcy Order

Mr. Drelle contended that the Russian judgment had been affected by state interference, judicial bias,
fraud, collusion, breaches of natural justice and English public policy, and that the debt was therefore
disputed on bona fide and substantial grounds. The Insolvency and Companies Court rejected those
arguments and made a bankruptcy order in March 2023.

ll. The High Court Upholds the Bankruptcy Order ([2024] EWHC 521 (Ch))

Mr. Drelle appealed to the High Court. On 11 March 2024, the judge dismissed the appeal and upheld
the bankruptcy order. The High Court held that section 267 of the Insolvency Act 1986 is concerned
with whether a debt exists, not whether the creditor is already able to enforce that debt directly in
England. Because the final foreign judgment had conclusively and unconditionally established Mr.
Drelle’s obligation to pay RUB 2 billion, the absence of prior recognition proceedings in England did
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not prevent that obligation from constituting a bankruptcy debt.
lll. The Court of Appeal Reverses the Decision ([2025] EWCA Civ 62)

In January 2025, the Court of Appeal reversed the High Court, set aside the bankruptcy order and
dismissed the petition. It held that a foreign judgment has “no direct operation” in England. An
unrecognised foreign judgment could not be deployed offensively as a “sword”.  Although bankruptcy
is not execution in the narrow sense of seizure or attachment, it remains a method of enforcing a debt.
The creditor therefore had to obtain an English judgment recognising the foreign judgment before
relying on it to present a bankruptcy petition?.

IV. The UK Supreme Court Reverses the Court of Appeal and Establishes a Principle of Law ([2026]
UKSC 29)

The UK Supreme Court unanimously rejected the Court of Appeal’s conclusion. Its central reasoning
may be summarised as follows:

First, an unrecognised final foreign money judgment itself gives rise to a common-law
obligation. The UK Supreme Court stated: “A foreign judgment for a debt or definite sum of money
gives rise to an obligation to pay the sum for which judgment has been given. That obligation arises
when the final and conclusive judgment is given. It does not depend upon recognition3.”

Second, the absence of recognition limits direct execution; it does not negate the existence of
the debt. An unrecognised foreign judgment cannot directly support enforcement measures that are
available in respect of an English judgment, such as a third-party debt order, charging order or the
appointment of a receiver. Personal bankruptcy, however, is not the individual enforcement of one
creditor’'s judgment against a particular asset. It commences a collective process in which the
debtor’s assets are gathered in and, in principle, distributed rateably among unsecured creditors. The
absence of recognition prevents the creditor from using execution measures available on an English
judgment, but does not extinguish or negate the underlying debt.

Third, the obligation to pay arising from a foreign judgment is a “debt” within section 267 of
the Insolvency Act 1986. Section 267 does not require the petition debt to have been reduced to an
English judgment. “Debt” bears its general common-law meaning: a legal obligation owed by one
person to another to pay money. Because an unrecognised final foreign money judgment gives rise
to an immediate obligation to pay, that obligation is, in principle, a debt for the purposes of section 267

' Valeriy Ernestovich Drelle v Servis-Terminal LLC [2024] EWHC 521 (Ch), paras 46 and 54: “The ‘obstacle’ ... that ST has
only an unrecognised foreign judgment, does not prevent the Judgment constituting a ‘debt’.” “I conclude that, in principle,
it was open to ST to bring a bankruptcy petition by reference to the Judgment even though that Judgment was
unrecognised.”

2 Servis-Terminal LLC v Valeriy Emestovich Drelle [2025] EWCA Civ 62, paras 55-56: “A bankruptcy petition cannot be
presented in respect of a foreign judgment which has not been the subject of recognition proceedings.” “The Judgment
was not capable of providing the basis for a bankruptcy petition.”

Valeriy Ernestovich Drelle v Servis-Terminal LLC (In Liquidation in the Russian Federation) [2026] UKSC 29, para 56: “A
foreign judgment for a debt or definite sum of money gives rise to an obligation to pay the sum for which judgment has
been given. That obligation arises when the final and conclusive judgment is given. It does not depend upon
recognition.”

w
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and may support a creditor’s bankruptcy petition®.

Fourth, giving effect to an unrecognised foreign judgment does not amount to the exercise of
foreign sovereign power. The Court of Appeal had reasoned that an unrecognised foreign judgment
derived from the exercise of foreign judicial sovereignty and should not carry legal effect across
national borders without recognition. It drew an analogy with the revenue rule, under which foreign
taxes, penalties and other sovereign claims are not directly enforceable in England. The UK Supreme
Court held that this analogy confused the exercise of sovereign power by a foreign state with the
assertion of a private debt by a private party. ST was not seeking to enforce a Russian tax, penalty
or other public law claim. It was a private party asserting a civil claim requiring another private party
to pay a definite sum. The Court also emphasised that the modern common-law basis for giving effect
to foreign judgments is not international comity, but the obligation principle®.

Itis worth noting that the UK Supreme Court determined only Ground 1. Mr. Drelle’s remaining Grounds
2 to 4 concerned whether the debt was genuinely disputed on bona fide and substantial grounds. The
UK Supreme Court remitted those grounds to the Court of Appeal for determination. Accordingly,
when the UK Supreme Court gave judgment, the ultimate outcome of Mr. Drelle’s personal bankruptcy
proceedings remained unresolved.

Comparison with the Traditional Recognition and Enforcement Route: The Distinct
Advantages of Personal Bankruptcy

When the location of a debtor’s assets is clear, the traditional route of recognition followed by individual
enforcement may be more direct. For example, if the creditor has identified a particular UK bank account,
London property or a specific receivable owed by a third party, and the debtor remains solvent overall,
obtaining an English judgment on the foreign judgment and applying for a third-party debt order or charging
order against that asset may give the creditor greater control over the particular property.

In many cross-border asset recovery matters, however, the real difficulty is not the absence of a final
judgment, but the creditor’s lack of reliable information about the location or ownership of the debtor’s
assets. After obtaining an English judgment recognising the foreign judgment, the creditor must itself
pursue individual enforcement measures, such as a writ or warrant of control, a third-party debt order, a
charging order or the appointment of a receiver. CPR Part 71 also permits the creditor to require the
debtor to attend court and disclose information about assets and matters relevant to enforcement.
However, each remedy has its own jurisdictional and evidential requirements, and the applicant will
generally need to establish a sufficient factual basis linking the relevant person, information or assets to
the proposed relief. Such applications can also be costly, and interim injunctive relief will ordinarily
require the applicant to provide a cross-undertaking in damages. For bank accounts, for example,
Practice Direction 72 makes clear that the court will not permit a purely speculative third-party debt order
application: the creditor must adduce evidence supporting its belief that the debtor maintains an account

4 |bid., paras 80-83.

5 Ibid., para 56; see also paras 30 and 66-67 (summarising the Court of Appeal’s reasoning and its analogy with the revenue
rule).
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with the respondent bank®.

By contrast, once a bankruptcy order is made, the official receiver will ordinarily become the trustee in
bankruptcy, although an authorised insolvency practitioner may subsequently replace the official receiver
in accordance with the statutory procedures. The bankrupt's estate is then administered collectively by
the trustee to realise the bankrupt's assets and distribute the proceeds proportionately among their
unsecured creditors. The trustee’s investigation is not confined to one known account or property; it
extends to ascertaining the debtor’s overall asset position, financial records and historical transactions.
Under section 333 of the Insolvency Act 1986, the bankrupt is under a statutory duty to provide the trustee
with information concerning the bankrupt’s affairs, attend on the trustee as required and take such other
steps as the trustee may reasonably require. Section 366 further permits the trustee to apply to the court
for an inquiry into the bankrupt’s dealings and property. The court may summon the bankrupt, the
bankrupt’'s spouse or former spouse, a person believed to possess property belonging to the bankrupt or
to owe money to the bankrupt, and any other person able to provide information about the bankrupt’s
affairs or property’.

Bankruptcy also provides mechanisms for reviewing certain pre-bankruptcy dispositions. Under section
339 of the Insolvency Act 1986, the trustee may seek relief in respect of qualifying transactions at an
undervalue. Section 340 permits challenges to preferences that place particular creditors, sureties or
guarantors in a better position than they would otherwise have occupied in the bankruptcy. Section 423
addresses transactions at an undervalue entered into for the purpose of putting assets beyond the reach
of creditors or otherwise prejudicing their interests. The persons entitled to apply under section 423 are
determined by section 424 and are not limited to a trustee in bankruptcy. Where the statutory
requirements are met, the court may make such orders as it considers appropriate to restore the position
and protect persons prejudiced by the transaction?®.

Practical Significance of Drelle for Chinese Judgment Creditors

Drelle reaffirms a procedural route of practical value for Chinese judgment creditors seeking to recover
assets in England and Wales. lts significance may be considered on three levels:

. Application to Individual Judgment Debtors

In many cross-border asset recovery cases, the persons who actually hold, control or transfer assets
are the ultimate controllers, directors, shareholders or other responsible individuals. The company
may have ceased trading, become an assetless shell or entered insolvency proceedings, whilst
material assets have been transferred to individuals or associated structures. The ultimate target of
the recovery exercise is therefore often not an assetless company, but the individuals behind it.

English law permits creditors to present bankruptcy petitions against individuals who meet the
applicable jurisdictional requirements. The debtor need not be a British national. Section 265 of the

6 Civil Procedure Rules, Parts 70-73, rr 71.1-71.2; Practice Direction 72, paras 1.1-1.3.
7 Insolvency Act 1986, ss 291A, 306, 333 and 366.
8 Insolvency Act 1986, ss 339, 340 and 423-425.
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Insolvency Act 1986 provides several territorial gateways, including that the debtor’s centre of main
interests (“COMI”) is in England and Wales; that the debtor’s COMI is in an EU Member State other
than Denmark and the debtor has an establishment in England and Wales; or that one of the alternative
connecting factors in section 265(2) is satisfied - for example, that the debtor is domiciled in England
and Wales or, during the three-year period ending with the date of the petition, has been ordinarily
resident, has had a place of residence or has carried on business there®. Mr. Drelle himself was an
individual debtor who had left Russia and settled in London.

Il. Addressing Information Asymmetry: The Trustee’s Extensive Investigatory Powers Available
in Bankruptcy

Chinese creditors pursuing recovery in England and Wales frequently lack reliable asset leads. A
debtor may hold shares in UK companies, real property, bank deposits, investment products or
beneficial interests under trusts, or may already have transferred assets to related parties. Public-
source searches and private investigations often cannot reconstruct the full asset trail, and they can
be costly and will ordinarily require some existing evidential basis and a sufficient connection with the
jurisdiction. Where an individual judgment debtor is insolvent, the overall asset position is opaque or
there are indications of prior asset dissipation, bankruptcy may provide an alternative collective
framework for investigating and realising the debtor’s estate.

Once a bankruptcy order is made, the trustee has statutory powers and duties to investigate the
bankrupt’s affairs and to get in and realise the estate. Those powers arise by virtue of the trustee’s
office and serve a different purpose from remedies pursued by a private creditor for its own benefit.
They may facilitate an estate-wide examination of the debtor’s assets, financial records and historical
transactions, but must be exercised independently for the benefit of the estate and the creditors as a
whole.

lll. Taking an Active Role: Creditor Participation in the Appointment of the Trustee

A maijor creditor may participate in the process for appointing a trustee in bankruptcy and may, through
the applicable statutory procedures, propose or support an authorised insolvency practitioner as the
nominee for appointment as trustee'®. Any trustee so appointed, however, acts independently for the
benefit of the estate and the creditors as a whole. Where investigations or litigation are likely to be
costly, the creditor may also consider providing ring-fenced funding or an indemnity, or assisting in
arranging third-party funding, so that meritorious recovery claims can be pursued.

Key Considerations When Using the Personal Bankruptcy Route

Although the latest judgment in Drelle removes the procedural obstacle of obtaining prior recognition
before using the personal bankruptcy route, Chinese judgment creditors should remain mindful of the

9 Insolvency Act 1986, s 265(1)-(5).

0 The Insolvency Service, Technical Guidance for Official Receivers, Chapter 45, paras 45.2, 45.5, 45.7, 45.9-45.10,
45.13-45.15, 45.19-45.22 and 45.39-45.42; see also Insolvency Act 1986, ss 291A(1), 292(2), 296, 298(4)-(4A) and
388-390, and Insolvency (England and Wales) Rules 2016, rr 10.67-10.68 and 15.28.
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following issues when pursuing asset recovery through that route.
. The Foreign Judgment Must Still Satisfy the Common-Law Requirements for Recognition

Drelle dispenses with the procedural step of bringing a separate action and obtaining an English
judgment recognising the foreign judgment before presenting a personal bankruptcy petition. It does
not, however, dispense with scrutiny of the foreign judgment itself. In determining whether the
judgment gives rise to an immediate obligation to pay and therefore constitutes a “debt” for the
purposes of section 267 of the Insolvency Act 1986, the English court must still consider whether the
judgment satisfies the requirements for recognition at common law within the bankruptcy proceedings.
As summarised by the UK Supreme Court, the judgment must be a judgment in personam given by a
foreign court; the foreign court must have had jurisdiction to give the judgment as recognised by
English common law; the judgment must be for a debt or definite sum of money and must not concern
taxes, analogous levies, penalties or other public-law claims; it must be final and conclusive; and it
must not be impeachable on common-law grounds such as fraud, breach of natural justice or public
policy.

For Chinese judgment creditors, a money judgment given by a Chinese court should, in principle, face
no fundamental obstacle to recognition if it satisfies those requirements. The absence of a bilateral
treaty between China and the United Kingdom for the recognition and enforcement of judgments is not,
of itself, an insurmountable obstacle. There is established precedent for Chinese judgments in
England, see for example: on 11 February 2026, in Li and others v Yuan and Gao [2026] EWHC 242
(Comm), the High Court held that five civil and commercial judgments of two district courts in Nanjing
with an aggregate value exceeding RMB 245 million were enforceable in England as judgment debts
at common law. That case demonstrates that a Chinese judgment may be enforceable in England as
a judgment debt, so long as the judgment satisfies the English common-law requirements of finality, a
definite sum and jurisdiction, even where service by public announcement and default judgments are
involved. Creditors should nevertheless remain alert to potential challenges where the judgment
includes punitive damages or multiple damages, or where issues of jurisdiction, fraud, natural justice
or public policy arise.

ll. The Petitioning Creditor Does Not Obtain Priority Merely by Presenting the Petition

A creditor does not acquire priority merely because it commenced the bankruptcy proceedings. As
an ordinary unsecured creditor, it will generally share the bankrupt’s estate rateably with other creditors
of the same rank. The trustee’s remuneration and the costs of investigation and litigation will also
ordinarily be paid as expenses of the estate in priority to distributions to unsecured creditors. Thus,
individual enforcement may be preferable to entering a collective process in which the estate must be
shared with other creditors if the creditor has already identified assets in England and Wales and can
move quickly for interim or individual enforcement relief after obtaining an English judgment on the
foreign judgment.

" Valeriy Ernestovich Drelle v Servis-Terminal LLC (In Liquidation in the Russian Federation) [2026] UKSC 29, paras 34-
35.
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lll. A Cost-Benefit Analysis Remains Essential

Before presenting a personal bankruptcy petition, the creditor should still undertake a basic
assessment of assets and enforceability. Where a potential recovery depends on litigation, the
trustee must consider the merits of the case, the costs of investigation and litigation, and the expected
recovery. The Insolvency Service’s official guidance explains that, where the official receiver acts as
liquidator or trustee, litigation will generally not be the preferred means of handling a right of action.
The decision whether to litigate should take account of prospects of success, costs, potential adverse
costs and expected realisations; a purely speculative claim will normally be inappropriate 2.
Accordingly, a preliminary asset and enforceability assessment remains essential. If the debtor has
no valuable existing assets and there are no historical transactions or third-party claims with realistic
recovery value, obtaining a bankruptcy order will not itself produce a substantive recovery.

IV. Limitation

Under section 24 of the Limitation Act 1980, an “action upon a judgment” may not be brought more
than six years after the date on which the judgment became enforceable. Existing English authority
indicates that a winding-up or bankruptcy petition will not ordinarily constitute an “action upon a
judgment” for this purpose. The six-year period in section 24 therefore should not simply be treated
as applying directly to such a petition'.

The facts of Drelle did not themselves raise a limitation issue: the Russian judgment was given in May
2019, and the statutory demand was served and the bankruptcy petition presented in October 2020,
plainly within six years.

Accordingly, where a foreign judgment is of some age, a Chinese judgment creditor should take English
legal advice at an early stage in light of the proposed procedure and the particular facts, including any
limitation defence that may arise.

Recommended Steps for Chinese Judgment Creditors
In light of Drelle, Chinese judgment creditors may consider the following steps:

Step 1: Assess whether the Chinese judgment satisfies the English common-law requirements for
recognition. Consider whether it is a judgment in personam for a sum of money, is final and conclusive,
concerns a civil debt rather than a punitive or revenue claim, and is not impeachable on grounds such as
fraud or breach of natural justice.

Step 2: Investigate the debtor’s connecting factors with England and Wales. Determine whether
the debtor is domiciled or resident in England and Wales or has assets in the jurisdiction against which
enforcement may be sought, or has their COMI there, and identify any other statutory connection capable
of establishing bankruptcy jurisdiction.

2 The Insolvency Service, Technical Guidance for Official Receivers, Chapter 37, paras 37.109-37.110, 37.114-37.115 and
37.121.

3 Ridgeway Motors (Isleworth) Ltd v ALTS Ltd [2005] EWCA Civ 92.
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Step 3: Conduct a cost-benefit analysis. Make a preliminary assessment of the likely scale of the
debtor’s assets, known leads, investigative difficulty and anticipated bankruptcy costs. If the procedure
does not appear economically justified, consider deferring action or exploring third-party funding.

Step 4: Select the procedural route. The traditional route of recognition followed by individual
enforcement may be preferable where specific assets have been identified in England and Wales, such as
bank accounts or real property. Where asset information is limited or dissipation is suspected, personal
bankruptcy may offer greater advantages.

Step 5: Commence the process. With the assistance of English solicitors, serve a statutory
demand on the debtor. Ordinarily, once the statutory 21-day period has expired, a creditor’s bankruptcy
petition may be presented if the debt remains unpaid or unsecured, no arrangement satisfactory to the
creditor has been reached, and the statutory demand has not been set aside. The court will consider
whether the debt exists and whether the bankruptcy threshold and other statutory requirements are met.
If the petition succeeds, the court will make a bankruptcy order, whereupon the official receiver will become
the trustee in bankruptcy by operation of law. Creditors may thereafter use the applicable statutory
procedures to support the appointment of an authorised insolvency practitioner to replace the official
receiver and act as trustee in investigating, recovering, realising and distributing the bankrupt’s estate.

Step 6: Participate in the administration of the bankruptcy. A major creditor may participate actively
in the trustee appointment process, support an appropriate insolvency practitioner and, where necessary,
provide an indemnity to enable investigations and recovery work to proceed.

Conclusion

The positive significance of Drelle for foreign judgment creditors is that it restores a procedural route of
practical value for asset recovery in England and Wales. Where a foreign court having jurisdiction has
given a final and conclusive judgment for a definite sum of money, obtaining a separate English judgment
recognising the foreign judgment is not a prerequisite to presenting a personal bankruptcy petition in
respect of the resulting debt. The creditor may instead rely directly on the payment obligation arising from
the foreign judgment as a debt for the purposes of section 267 of the Insolvency Act 1986.

The decision in Drelle rests on the established common-law obligation principle and on the distinction
between individual enforcement of a judgment and the commencement of a collective insolvency process.
It therefore resolves the uncertainty created by the Court of Appeal’s restrictive approach. For a PRC
creditor that holds a final money judgment, the asset-gathering and investigatory powers available to a
bankruptcy trustee may materially improve the prospects of identifying and recovering assets where the
debtor has relocated to England and Wales, the asset position is opaque or there are indications of asset
transfers.

Drelle therefore confirms the availability of personal bankruptcy as one potential component of a cross-
border asset recovery strategy. Chinese lawyers and judgment creditors should consider how this
reaffirmed procedural route may be used as part of their enforcement strategy and, after a full assessment
of costs and risks, select the procedure best suited to the circumstances of the case.
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Important Announcement

This Legal Commentary has been prepared for clients and professional associates of Han Kun Law
Offices. Whilst every effort has been made to ensure accuracy, no responsibility can be accepted for
errors and omissions, however caused. The information contained in this publication should not be
relied on as legal advice and should not be regarded as a substitute for detailed advice in individual
cases.

If you have any questions regarding this publication, please contact:

Ronghua (Andy) LIAO

Tel: +21 6080 0990

Email: andy.liao@hankunlaw.com
Chengrong (Paul) LI

Han Kun LLP

Tel: +44 7702 605 278
Email: paul.li@hankunlondon.co.uk

© 2026 Han Kun Law Offices. All Rights Reserved.
www.hankunlaw.com

10



