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/ Abstract \
In this paper, we propose a new bankruptcy algorithm. The proposed

algorithm is comprised of four tasks. Task A is the procedure of soliciting
bids, Task B is the procedure of allocating claims, Task C is the procedure
of trading claims, and Task D is the procedure of exercising options and
holding shareholders” meeting. Tasks A, B, and D are based on Bebchuk
(1988) and Aghion, Hart, ad Moore(1992). This paper adds Task C, the
procedure of trading claims. Claims are in the form of options which are
written on the new shares of the bankrupt firm. Trading options
expedites the process of finding the value of the bankrupt firm, and also
it mitigates the problem of incomplete capital market by expanding the

\}iol of new investors. J
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