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Introduction

The Estonian Insolvency Service (Maksejõuetuse teenistus, hereinafter “the Service”) concluded its third year of operation in 2025, and the data gathered during that period paint a sobering yet instructive picture of the challenges facing insolvency governance in a small, open-market economy. This article summarises the principal findings of our 2025 Annual Report, presented to the Minister of Justice and Digital Affairs on 21 April 2026, and reflects upon the wider structural questions that our experience raises for practitioners and policymakers across Europe.

Scale and Resources

The Service operates with a lean establishment: as at 31 December 2025, four officials — the Head and three supervisory experts — carried out all statutory functions, working a combined total of 6,947 hours across the year. The cost per working hour did not exceed €49 inclusive of all taxes and social contributions, and the Service’s actual budget utilisation remained at no more than 75% of the appropriation approved by the Minister. The Service neither owns nor uses official vehicles. These figures are offered not as a badge of austerity, but as context for what follows: considerable analytical and supervisory output achieved within deliberately constrained means.

State Supervision: The Anatomy of Assetless Insolvency

The Service’s principal statutory function is state supervision over insolvent legal persons and their associates. In 2025, we reviewed 192 assetless insolvent legal persons referred to us by the county courts for analysis. The aggregate harm caused to creditors and to Estonian society by the conduct of those companies’ associates amounts, to our knowledge, to €73.9 million — an increase of 52% compared with the preceding year. Unpaid tax liabilities to the Estonian Tax and Customs Board in these cases reached €9.1 million, and the Estonian Unemployment Insurance Fund was compelled to compensate employees for unpaid wages of nearly €1 million, a sum for which it presently has no right of recourse against the directors responsible.

The average debt left behind per assetless insolvent entity has risen dramatically: from below €100,000 in 2023, to approximately €255,000 in 2024, and to €385,000 in 2025. Twelve entities alone accounted for some 62% of the total debt — approximately €45.6 million — with one debtor carrying obligations in excess of €14 million.

The most prevalent sectors were wholesale and retail trade (19% of cases, €5.9 million in claims), construction (14%, €11.4 million), manufacturing (10%), and food services (8%). Creditor claims against entities operating in financial and insurance activities amounted to €17.7 million across only five debtors, while the real estate sector’s aggregate debt rose from €2.7 million to €10.9 million year-on-year.

Management Failures and Governance Deficits

The pattern of misconduct identified across these 192 cases is, regrettably, consistent with prior years. In 81% of cases, directors failed to file for insolvency in a timely manner. Accounting irregularities or an outright absence of bookkeeping were found in 47% of cases. In 45% of cases, company funds were used for purposes unrelated to the business, or assets were transferred out of the entity. An inability to formulate and execute a viable business plan was evident in over half of all cases reviewed.

In our assessment, 48 individuals across these proceedings merited the application of a directors’ disqualification order (ärikeeld). Some 22% of cases exhibited characteristics indicative of criminal conduct. By the end of 2025, the Service had cumulatively applied to the courts for disqualification orders in respect of 23 individuals; courts had granted the order in 7 out of 11 decided applications, representing a success rate of approximately 66–67%. The average processing time across all 15 applications filed to date stands at 302 calendar days — a delay the Service regards as unacceptable given the preventive purpose of interim management restrictions.

Administrative Supervision: Jurisdictional Clarity and Its Limits

A significant development in 2025 was the Supreme Court Administrative Chamber’s ruling of 6 February 2025 (case no. 3-24-146), which clarified — and in certain respects narrowed — the Service’s supervisory competence. The ruling confirmed that the Service does not have standing to challenge decisions of the Bar Association’s Honour Court, and that its supervisory jurisdiction does not extend to restructuring advisers. Competence to impose practice bans and fines on trustees is distributed between the supervising court (within a specific proceeding) and the Honour Courts of the Bar Association or the Chamber of Bailiffs and Trustees (outside proceedings). This ruling materially shaped the Service’s approach to administrative supervision in the second half of 2025.

Within the 192 proceedings reviewed, the Service identified trustee errors or violations in approximately 9% of cases and informed the supervising courts accordingly. These included disproportionate fee requests, unauthorised delegation of statutory duties, unjustified procedural delays (one proceeding had been open for five years), failure to take possession of the debtor’s assets, and non-compliance with data protection requirements. In three cases, the court agreed with the Service’s position and reduced the trustee’s remuneration accordingly.

The Service continues to hold the view that the present multi-layered supervisory architecture — distributed across courts, professional bodies, and the Service itself — is neither coherent, cost-effective, nor transparent. One public-interest service should have one owner, one controller, and one form of oversight.

International Benchmarking: Lessons from Latvia, Lithuania, Ireland, and Sweden

Our engagement with peer supervisory authorities across Europe has been instructive. Latvia’s Insolvency Control Service (ICS), overseeing more than 2,100 active proceedings and 131 practitioners, operates a five-tier risk-based supervisory model that assigns inspection intensity objectively according to risk criteria rather than discretion. Lithuania’s AVNT applies a similarly structured approach, with comprehensive sanctioning powers, and saw complaints against trustees increase by 60% between 2024 and 2025, a figure that illustrates both growing creditor awareness and the value of accessible complaint mechanisms.

Ireland’s Corporate Enforcement Authority (CEA) provides perhaps the most compelling model for consolidation: supervision, preliminary investigation, and insolvency administration are integrated within a single independent statutory body, affording it forensic investigative powers — including search and seizure — and the ability to apply for directors’ disqualification directly. Estonia’s current ecosystem, by contrast, distributes equivalent functions across the Business Register, the courts, the Service, the police, the prosecution service, and professional bodies, with consequent delays in information sharing and enforcement response.

Sweden’s reform, entering into force on 1 July 2026, is the most ambitious restructuring of its insolvency architecture since the Konkurslagen came into force in 1987. It transfers from courts to the enforcement and supervisory authority (Kronofogden) the approval of distribution proposals, the determination of trustee remuneration, and the claims verification procedure, while concentrating insolvency jurisdiction in twelve specialist courts. A centralised IT platform will underpin the reformed system, with Kronofogden as the data controller.

Proposals for Legislative and Institutional Reform
In our letter of 21 April 2026 to the Minister of Justice and Digital Affairs, the Service reiterated five proposals that it regards as prerequisites for a creditor-protective, efficient, and internationally credible insolvency framework in Estonia.

First, the Service’s powers must be strengthened to encompass supervisory jurisdiction over liquidators and persistently insolvent entities, together with the legal and technical instruments necessary to pursue directors and associates who have caused harm through serious management failures.

Second, a unified state IT system for all insolvency cases must be developed — one that enables real-time information exchange between participants, administrators, and supervisory organs, and that meets EU requirements for cross-border proceedings and data protection.

Third, the Service must be granted the power to apply directly for interim management disqualification orders, and the automatic mutual recognition of disqualification orders issued in other Member States should be ensured.

Fourth, the responsible minister should establish a binding code of conduct, ethical standards, and conflict-of-interest rules applicable to all persons fulfilling public-law functions in the insolvency field — trustees, restructuring advisers, liquidators, and debt counsellors alike.

Fifth, and most fundamentally, Estonia should move towards a single, unified insolvency supervisory authority competent to examine, licence, supervise, and — where necessary — sanction all practitioners across all forms of insolvency proceeding. The era of self-regulation and professional peer review within fragmented bodies has demonstrably failed to protect creditors.

Concluding Observations

Estonia’s insolvency system remains, at its core, debtor-centric. Proceedings are overwhelmingly paper-based and creditor-unfriendly. The current regulatory framework is, in the Service’s assessment, excessively lenient towards debtors and their associates throughout the entire lifecycle of a legal person, regardless of the gravity of the management failures identified. Creditors — including public-body creditors — have, over 34 years, lost confidence in insolvency proceedings as a meaningful avenue of redress.

Money and business know no borders; insolvency law, tax law, administrative law, and criminal law still do. If Estonia is to protect its reputation as a trustworthy business environment — and the Service submits that doing so is a matter of internal security, not merely commercial policy — the legislature must act swiftly, decisively, and with reference to the best European practice already available for its consideration.
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