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Financial restructuring involves reorganizing or reshuffling the debt capital and the equity capital which form the major financial structure elements. An organization carries out financial restructuring as part of their strategy in financial issues or due to compulsion. Financial settlement is a procedure that has an objective of facilitating arrival at an agreement between the creditors and their debtors in settling the debts and the debtor has a right of managing the debt settlement activities. Financial restructuring is applied in a situation where the debtor faces financial distress that hinders loan repayment in time while financial settlement involves obtaining new means of paying a previous debt like taking a new debt that has better terms and using the finance to repay the previous debt. In financial restructuring, the borrowers are considered not in a position of paying the debts while in financial settlement, the debtors have the ability to pay and thus the payment terms between them and the creditors are revised to facilitate the process. 
When the involved parties apply the procedure of financial restructuring, it results in a claim moratorium that holds until the application for commencement is rejected or until the court terminates the procedure. In financial settlement, the parties involve a court or a trustee that facilitates the process and the procedure holds until the repayment is completed. The proposal in the financial restructuring is comprised of the strategies that the business will apply as a creditor and thus do not involve the views of the debtor while the financial settlement is a discretion by the debtors thus their involvement in making an agreement with the creditors on the repayment of the debt is inevitable. 
