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CHAP. CLXXV1.—An Act to establish a uniform System of Bankruptey throughont the United

States.

Be it enacted by the Senate and House of Representatives of the United States of America in
Congress assembled, That the several district courts of the United States be, and they
hereby are, constituted courts of bankruptcy, and they shall have original jurisdiction
in their respective districts in all matters and proceedings in bankruptcy, and they are
hereby authorized to hear and adjudicate upon the same according to the provisions
of this act. The said courts shall be always open for the transaction of business under
this act, and the powers and jurisdiction hereby granted and conferred shall be
exercised as well in vacation as in term time, and a judge sitting at chambers shall have
the same powers and jurisdiction, including the power of keeping order and of
punishing any contempt of his authority, as when sitting in court. And the jurisdiction
hereby conferred shall extend to all cases and controversies arising between the
bankrupt and any creditor or creditors who shall claim any debt or demand under the
bankruptcy; to the collection of all the assets of the bankrupt; to the ascertainment
and liquidation of the liens and other specific claims thereon; to the adjustment of the
various priorities and conflicting interests of all parties; and to the marshalling and
disposition of the different funds and assets, so as to secure the rights of all parties
and due distribution of the assets among all the creditors; and to all acts, matters, and
things to be done under and in virtue of the bankruptcy, until the final distribution
and settlement of the estate of the bankrupt, and the close of the proceedings in
bankruptcy. The said courts shall have full authority to compel obedience to all orders

and decrees passed by them in bankruptcy, by process of contempt and other
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remedial process, to the same extent that the circuit courts now have in any suit
pending therein in equity. Said courts may sit, for the transaction of business in
bankruptcy, at any place in the district, of which place and the time of holding court
they shall have given notice, as well as at the places designated by law for holding such

courts.

SEC. 2. And be it further enacted, That the several circuit courts of the United States,
within and for the districts where the proceedings in bankruptcy shall be pending,
shall have a general superintendence and jurisdiction of all cases and questions arising
under this act; and, except when special provision is otherwise made, may, upon bill,
petition, or other proper process, of any party aggrieved, hear and determine the case
in a court of equity. The powers and jurisdiction hereby granted may be exercised
either by said court or by any justice thereof in term time or vacation. Said circuit
courts shall also have concurrent jurisdiction with the district courts of the same
district of all suits at law or in equity which may or shall be brought by the assignee in
bankruptcy against any person claiming an adverse interest, or by such person against
such assignee, touching any property or rights of property of said bankrupt
transferable to or vested in such assignee; but no suit at law or in equity shall in any
case be maintainable by or against such assignee, or by or against any person claiming
an adverse interest, touching the property and rights of property aforesaid, in any
court whatsoever, unless the same shall be brought within two years from the time the
cause of action accrued, for or against such assignee: Provided, That nothing herein

contained shall revive a right of action barred at the time such assignee is appointed.
OF THE ADMINISTRATION OF THE LAW IN COURTS OF BANKRUPTCY.

SEC. 3. And be it further enacted, That it shall be the duty of the judges of the district
courts of the United States, within and for the several districts, to appoint in each

Congressional district in said districts, upon the nomination and recommendation of

Page 2 of 45



Unofficial Transcription

the Chief Justice of the Supreme Court of the United States, one or more registers in
bankruptcy, to assist the judge of the district court in the performance of his duties
under this act. No person shall be eligible to such appointment unless he be a
counsellor of said court, or of some one of the courts of record of the State in which
he resides. Before entering upon the duties of his office, every person so appointed a
register in bankruptcy shall give a bond to the United States, with condition that he
will faithfully discharge the duties of his office, in a sum not less than one thousand
dollars, to be fixed by said court, with sureties satisfactory to said coutrt, or to either of
the said justices thereof; and he shall, in open court, take and subscribe the oath
prescribed in the act entitled “An act to prescribe an oath of office, and for other
purposes,” approved July second, eighteen hundred and sixty-two, and also that he
will not, during his continuance in office, be, directly or indirectly, interested in or
benefited by the fees or emoluments arising from any suit or matter pending in

bankruptcy, in either the district or circuit court in his district.

SEC. 4. And be it further enacted, That every register in bankruptcy, so appointed and
qualified, shall have power, and it shall be his duty, to make adjudication of
bankruptcy, to receive the surrender of any bankrupt, to administer oaths in all
proceedings before him, to hold and preside at meetings of creditors, to take proof of
debts, to make all computations of dividends, and all orders of distribution, and to
turnish the assignee with a certified copy of such orders, and of the schedules of
creditors and assets filed in each case, to audit and pass accounts of assignees, to grant
protection, to pass the last examination of any bankrupt in cases whenever the
assignee or a creditor do not oppose, and to sit in chambers and despatch there such
part of the administrative business of the court and such uncontested matters as shall
be defined in general rules and orders, or as the district judge shall in any particular
matter direct; and he shall also make short memoranda of his proceedings in each case

in which he shall act, in a docket to be kept by him for that purpose, and he shall
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tforthwith, as the proceedings are taken, forward to the clerk of the district court a
certified copy of said memoranda, which shall be entered by said clerk in the proper
minute-book to be kept in his office, and any register of the court may act for any
other register thereof: Provided, however, That nothing in this section contained shall
empower a register to commit for contempt, or to hear a disputed adjudication, or any
question of the allowance or suspension of an order of discharge; but in all matters
where an issue of fact or of law is raised and contested by any party to the
proceedings before him, it shall be his duty to cause the question or issue to be stated
by the opposing parties in writing, and he shall adjourn the same into court for
decision by the judge. No register shall be of counsel or attorney, either in or out of
court, in any suit or matter pending in bankruptcy in either the circuit or district court
of his district, nor in an appeal therefrom; nor shall he be executor, administrator,
guardian, commissioner, appraiser, divider, or assignee of or upon any estate within
the jurisdiction of either of said courts of bankruptcy, nor be interested in the fees or
emoluments arising from either of said trusts. The fees of said registers, as established
by this act, and by the general rules and orders required to be framed under it, shall be
paid to them by the parties for whom the services may be rendered in the course of

proceedings authorized by this act.

SEC. 5. And be it further enacted, That the judge of the district court may direct a register
to attend at any place within the district for the purpose of hearing such voluntary
applications under this act as may not be opposed, of attending any meeting of
creditors, or receiving any proof of debts, and, generally, for the prosecution of any
bankruptcy or other proceedings under this act; and the travelling and incidental
expenses of such register, and of any clerk or other officer attending him, incurred in
so acting, shall be set[tled] by said court in accordance with the rules prescribed under
the tenth section of this act, and paid out of the assets of the estate in respect of

which such register has so acted; or if there be no such assets, or if the assets shall be
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insufficient, then such expenses shall form a part of the costs in the case or cases in
which the register shall have acted in such journey, to be apportioned by the judge,
and such register, so acting, shall have and exercise all powers, except the power of
commitment, vested in the district court for the summoning and examination of
persons or witnesses, and for requiring the production of books, papers and
documents: Provided, always, That all depositions of persons and witnesses taken
before said register, and all acts done by him, shall be reduced to writing, and be
signed by him, and shall be filed in the clerk’s office as part of the proceedings. Such
register shall be subject to removal by the judge of the district court, and all vacancies
occurring by such removal, or by resignation, change of residence, death or disability,
shall be promptly filled by other fit persons, unless said court shall deem the

continuance of the particular office unnecessary.

SEC. 6. And be it further enacted, That any party shall, during the proceedings before a
register, be at liberty to take the opinion of the district judge upon any point or matter
arising in the course of such proceedings, or upon the result of such proceedings,
which shall be stated by the register in the shape of a short certificate to the judge,
who shall sign the same if he approve thereof; and such certificate, so signed, shall be
binding on all the parties to the proceeding; but every such certificate may be
discharged or varied by the judge at chambers or in open court. In any bankruptcy, or
in any other proceedings within the jurisdiction of the court, under this act, the parties
concerned, or submitting to such jurisdiction, may at any stage of the proceedings, by
consent, state any question or questions in a special case for the opinion of the court,
and the judgment of the court shall be final unless it be agreed and stated in such
special case that either party may appeal, if, in such case, an appeal is allowed by this
act. The parties may also, if they think fit, agree, that upon the question or questions
raised by such special case being finally decided, a sum of money, fixed by the parties,

or to be ascertained by the court, or in such manner as the court may direct, or any
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property, or the amount of any disputed debt or claim, shall be paid, delivered, or

transferred by one of such parties to the other of them either with or without costs.

SEC. 7. And be it further enacted, That parties and witnesses summoned before a register
shall be bound to attend in pursuance of such summons at the place and time
designated therein, and shall be entitled to protection, and be liable to process of
contempt in like manner as parties and witnesses are now liable thereto in case of
default in attendance under any writ of subpoena, and all persons wilfully and
corruptly swearing or affirming falsely before a register shall be liable to all the
penalties, punishments, and consequences of perjury. If any person examined before a
register shall refuse or decline to answer, or to swear to or sign his examination when
taken, the register shall refer the matter to the judge, who shall have power to order
the person so acting to pay the costs thereby occasioned, if such person be
compellable by law to answer such question or to sign such examination, and such

person shall also be liable to be punished for contempt.
OF APPEALS AND PRACTICE.

SEC. 8. And be it further enacted, That appeals may be taken from the district to the
circuit courts in all cases in equity, and writs of error may be allowed to said circuit
courts from said district courts in cases at law under the jurisdiction created by this
act, when the debt or damages claimed amount to more than five hundred dollars,
and any supposed creditor, whose claim is wholly or in part rejected, or an assignee
who is dissatisfied with the allowance of a claim may appeal from the decision of the
district court to the circuit court from the same district; but no appeal shall be allowed
in any case from the district to the circuit court unless it is claimed, and notice given
thereof to the clerk of the district court, to be entered with the record of the
proceedings, and also to the assignee or creditor, as the case may be, or to the

defeated party in equity, within ten days after the entry of the decree or decision
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appealed from. The appeal shall be entered at the term of the circuit court which shall
be first held within and for the district next after the expiration of ten days from the
time of claiming the same. But if the appellant in writing waives his appeal before any
decision thereon, proceedings may be had in the district court as if no appeal had
been taken; and no appeal shall be allowed unless the appellant at the time of claiming
the same shall give bond in man[ner| now required by law in cases of such appeals.
No writ of error shall be allowed unless the party claiming it shall comply with the

statutes regulating the granting of such writs.

SEC. 9. And be it further enacted, That in cases arising under this act no appeal or writ of
error shall be allowed in any case from the circuit courts to the Supreme Court of the
United States, unless the matter in dispute in such case shall exceed two thousand

dollars.

SEC. 10. And be it further enacted, That the justices of the Supreme Court of the United
States, subject to the provisions of this act, shall frame general orders for the
tollowing purposes: — For regulating the practice and procedure of the district courts
in bankruptcy, and the several forms of petitions, orders, and other proceedings to be
used in said courts in all matters under this act; For regulating the duties of the
various officers of said courts; For regulating the fees payable and the charges and
costs to be allowed, except such as are established by this act or by law, with respect
to all proceedings in bankruptcy before said courts, not exceeding the rate of fees now
allowed by law for similar services in other proceedings; For regulating the practice
and procedure upon appeals; For regulating the filing, custody, and inspection of
records; And generally for carrying the provisions of this act into effect. After such
general orders shall have been so framed, they or any of them may be rescinded or

varied, and other general orders may be framed in manner aforesaid; and all such
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general orders so framed shall from time to time be reported to Congtress, with such

suggestions as said justices may think proper.
VOLUNTARY BANKRUPTCY — COMMENCEMENT OF PROCEEDINGS.

SEC. 11. And be it further enacted, That if any person residing within the jurisdiction of
the United States, owing debts provable under this act exceeding the amount of three
hundred dollars, shall apply by petition addressed to the judge of the judicial district in
which such debtor has resided or carried on business for the six months next
immediately preceding the time of filing such petition, or for the longest period
during such six months, setting forth his place of residence, his inability to pay all his
debts in full, his willingness to surrender all his estate and effects for the benefit of his
creditors and his desire to obtain the benefit of this act, and shall annex to his petition
a schedule, verified by oath before the court or before a register in bankruptcy, or
before one of the commissioners of the circuit court of the United States, containing
a full and true statement of all his debts, and, as far as possible, to whom due, with the
place of residence of each creditor, if known to the debtor, and if not known the fact
to be so stated, and the sum due to each creditor; also, the nature of each debt or
demand, whether founded on written security, obligation, contract, or otherwise, and
also the true cause and consideration of such indebtedness in each case, and the place
where such indebtedness accrued, and a statement of any existing mortgage, pledge,
lien, judgment, or collateral or other security given for the payment of the same; and
shall also annex to his petition an accurate inventory, verified in like manner, of all his
estate, both real and personal, assignable under this act, describing the same and
stating where it is situated, and whether there are any, and if so, what encumbrances
thereon, the filing of such petition shall be an act of bankruptcy, and such petitioner
shall be adjudged a bankrupt: Provided, That all citizens of the United States petitioning

to be declared bankrupt shall on filing such petition, and before any proceedings
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thereon, take and subscribe an oath of allegiance and fidelity to the United States,
which oath shall be filed and recorded with the proceedings in bankruptcy. And the
judge of the district court, or, if there be no opposing party, any register of said court,
to be designated by the judge, shall forthwith, if he be satisfied that the debts due
from the petitioner exceed three hundred dollars, issue a warrant, to be signed by such
judge or register, directed to the marshal of said district, authorizing him forthwith, as
messenget, to publish notices in such newspapers as the warrant specifies; to serve
written or printed notice, by mail or personally, on all creditors upon the schedule
tiled with the debtor’s petition, or whose names may be given to him in addition by
the debtor, and to give such personal or other notice to any persons concerned as the
warrant specifies, which notice shall state: First. That a warrant in bankruptcy has
been issued against the estate of the debtor. Second. That the payment of any debts
and the delivery of any property belonging to such debtor to him or for his use, and
the transfer of any property by him, are forbidden by law. Third. That a meeting of
the creditors of the debtor, giving the names, residences, and amounts, so far as
known, to prove their debts and choose one or more assignees of his estate, will be
held at a court of bankruptcy, to be holden at a time and place designated in the

warrant, not less than ten nor more than ninety days after the issuing of the same.
OF ASSIGNMENTS AND ASSIGNEES.

SEC. 12. And be it further enacted, That at the meeting held in pursuance of the notice,
one of the registers of the court shall preside, and the messenger shall make return of
the warrant and of his doings thereon; and if it appears that the notice to the creditors
has not been given as required in the warrant, the meeting shall forthwith be
adjourned, and a new notice given as required. If the debtor dies after the issuing of

the warrant, the proceedings may be continued and concluded in like manner as if he

had lived.
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SEC. 13. And be it further enacted, That the creditors shall, at the first meeting held after
due notice from the messenger, in presence of a register designated by the court,
choose one or more assignees of the estate of the debtor; the choice to be made by
the greater part in value and in number of the creditors who have proved their debts.
If no choice is made by the creditors at said meeting, the judge, or if there be no
opposing interest, the register, shall appoint one or more assignees. If an assignee, so
chosen or appointed, fails within five days to express in writing his acceptance of the
trust, the judge or register may fill the vacancy. All elections or appointments of
assignees shall be subject to the approval of the judge; and when in his judgment it is
for any cause needful or expedient, he may appoint additional assignees, or order a
new election. The judge at any time may, and upon the request in writing of any
creditor who has proved his claim shall, require the assignee to give good and
sufficient bond to the United States, with a condition for the faithful performance and
discharge of his duties; the bond shall be approved by the judge or register by his
indorsement thereon, shall be filed with the record of the case, and inure to the
benefit of all creditors proving their claims, and may be prosecuted in the name and
tfor the benefit of any injured party. If the assignee fails to give the bond within such
time as the judge orders, not exceeding ten days after notice to him of such order, the

judge shall remove him and appoint another in his place.

SEC. 14. And be it further enacted, That as soon as said assignee is appointed and
qualified, the judge, or, where there is no opposing interest, the register, shall, by an
instrument under his hand, assign and convey to the assignee all the estate, real and
personal, of the bankrupt, with all his deeds, books, and papers relating thereto, and
such assignment shall relate back to the commencement of said proceedings in
bankruptcy, and thereupon, by operation of law, the title to all such property and
estate, both real and personal, shall vest in said assignee, although the same is then

attached on mesne process as the property of the debtor, and shall dissolve any such
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attachment made within four months next preceding the commencement of said
proceedings: Provided, however, That there shall be excepted from the operation of the
provisions of this section the necessary household and kitchen furniture, and such
other articles and necessaries of such bankrupt as the said assignee shall designate and
set apart, having reference in the amount to the family, condition, and circumstances
of the bankrupt, but altogether not to exceed in value, in any case, the sum of five
hundred dollars; and also the wearing apparel of such bankrupt, and that of his wife
and children, and the uniform, arms and equipments of any person who is or has been
a soldier in the militia, or in the service of the United States; and such other property
as now is, or hereafter shall be, exempted from attachment, or seizure, or levy on
execution by the laws of the United States, and such other property not included in
the foregoing exceptions as is exempted from levy and sale upon execution or other
process or order of any court by the laws of the State in which the bankrupt has his
domicile at the time of the commencement of the proceedings in bankruptcy, to an
amount not exceeding that allowed by such State exemption laws in force in the year
eighteen hundred and sixty-four: Provided, That the foregoing exception shall operate
as a limitation upon the conveyance of the property of the bankrupt to his assignees;
and in no case shall the property hereby excepted pass to the assignees, or the title of
the bankrupt thereto be impaired or affected by any of the provisions of this act; and
the determination of the assignee in the matter shall, on exception taken, be subject to
the final decision of the said court: And provided further, That no mortgage of any
vessel or of any other goods or chattels, made as security for any debt or debts, in
good faith and for present considerations and otherwise valid, and duly recorded,
pursuant to any statute of the United States, or of any State, shall be invalidated or
affected hereby; and all the property conveyed by the bankrupt in fraud of his
creditors; all rights in equity, choses in action, patents and patent rights and

copyrights; all debts due him, or any person for his use, and all liens and securities
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therefor; and all his rights of action for property or estate, real or personal, and for
any cause of action which the bankrupt had against any person arising from contract
or from the unlawful taking or detention, or of injury to the property of the bankrupt,
and all his rights of redeeming such property or estate, with the like right, title, power,
and authority to sell, manage, dispose of, sue for, and recover or defend the same, as
the bankrupt might or could have had if no assignment had been made, shall, in virtue
of the adjudication of bankruptcy and the appointment of his assignee, be at once
vested in such assignee; and he may sue for and recover the said estate debts and
etfects, and may prosecute and defend all suits at law or in equity, pending at the time
of the adjudication of bankruptcy, in which such bankrupt is a party in his own name,
in the same manner and with the like effect as they might have been presented or
defended by such bankrupt; and a copy, duly certified by the clerk of the court, under
the seal thereof, of the assignment made by the judge or register, as the case may be,
to him as assignee, shall be conclusive evidence of his title as such assignee to take,
hold, sue for, and recover the property of the bankrupt, as hereinbefore mentioned,;
but no property held by the bankrupt in trust shall pass by such assignment. No
person shall be entitled to maintain an action against an assignee in bankruptcy for
anything done by him as such assignee, without previously giving him twenty days’
notice of such action, specifying the cause thereof, to the end that such assignee may
have an opportunity of tendering amends, should he see fit to do so. No person shall
be entitled, as against the assignee, to withhold from him possession of any books of
account of the bankrupt, or claim any lien thereon; and no suit in which the assignee
is a party shall be abated by his death or removal from office; but the same may be
prosecuted and defended by his successor, or by the surviving or remaining assignee,
as the case may be. The assignee shall have authority, under the order and direction of
the court, to redeem or discharge any mortgage or conditional contract, or pledge or

deposit, or lien upon any property, real or personal, whenever payable, and to tender
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due performance of the condition thereof, or to sell the same subject to such
mortgage, lien or other encumbrances. The debtor shall also, at the request of the
assignee and at the expense of the estate, make and execute any instruments, deeds,
and writings which may be proper to enable the assignee to possess himself fully of all
the assets of the bankrupt. The assignee shall immediately give notice of his
appointment, by publication at least once a week for three successive weeks in such
newspapers as shall for that purpose be designated by the court, due regard being had
to their general circulation in the district or in that portion of the district in which the
bankrupt and his creditors shall reside, and shall, within six months, cause the
assignment to him to be recorded in every registry of deeds or other office within the
United States where a conveyance of any lands owned by the bankrupt ought by law
to be recorded; and the record of such assighment, or a duly certified copy thereof,

shall be evidence thereof in all courts.

SEC. 15. And be it further enacted, That the assignee shall demand and receive, from any
and all persons holding the same, all the estate assigned, or intended to be assigned,
under the provisions of this act; and he shall sell all such unencumbered estate, real
and personal, which comes to his hands, on such terms as he thinks most for the
interest of the creditors; but upon petition of any person interested, and for cause
shown, the court may make such order concerning the time, place, and manner of sale
as will, in its opinion, prove to the interest of the creditors; and the assignee shall keep
a regular account of all money received by him as assignee, to which every creditor

shall, at reasonable times, have free resort.

SEC. 16. And be it further enacted, That the assignee shall have the like remedy to recover
all said estate, debts and effects in his own name, as the debtor might have had if the
decree in bankruptcy had not been rendered and no assignment had been made. If, at

the time of the commencement of proceedings in bankruptcy, an action is pending in
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the name of the debtor for the recovery of a debt or other thing which might or ought
to pass to the assignee by the assignment, the assignee shall, if he requires it, be
admitted to prosecute the action in his own name, in like manner and with like effect
as if it had been originally commenced by him. No suit pending in the name of the
assignee shall be abated by his death or remowval; but upon the motion of the surviving
or remaining or new assignee, as the case may be, he shall be admitted to prosecute
the suit in like manner and with like effect as if it had been originally commenced by
him. In suits prosecuted by the assignee a certified copy of the assignment made to

him by the judge or register shall be conclusive evidence of his authority to sue.

SEC. 17. And be it further enacted, That the assignee shall, as soon as may be after
receiving any money belonging to the estate, deposit the same in some bank in his
name as assignee, or otherwise keep it distinct and apart from all other money in his
possession; and shall, as far as practicable, keep all goods and effects belonging to the
estate separate and apart from all other goods in his possession, or designated by
appropriate marks, so that they may be easily and clearly distinguished, and may not
be exposed or liable to be taken as his property or for the payment of his debts. When
it appears that the distribution of the estate may be delayed by litigation or other
cause, the court may direct the temporary investment of the money belonging to such
estate in securities to be approved by the judge or a register of said court, or may
authorize the same to be deposited in any convenient bank upon such interest, not
exceeding the legal rate, as the bank may contract with the assignee to pay thereon. He
shall give written notice to all known creditors, by mail or otherwise, of all dividends,
and such notice of meetings, after the first, as may be ordered by the court. He shall
be allowed, and may retain out of money in his hands, all the necessary disbursements
made by him in the discharge of his duty, and a reasonable compensation for his
services, in the discretion of the court. He may, under the direction of the court,

submit any controversy arising in the settlement of demands against the estate, or of
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debts due to it, to the determination of arbitrators, to be chosen by him, and the other
party to the controversy, and may, under such direction, compound and settle any
such controversy, by agreement with the other party, as he thinks proper and most for

the interest of the creditors.

SEC. 18. And be it further enacted, That the court, after due notice and hearing, may
remove an assignee for any cause which, in the judgment of the court, renders such
removal necessary or expedient. At a meeting called by order of the court in its
discretion for the purpose, or which shall be called upon the application of a majority
of the creditors in number and value, the creditors may, with consent of [the] court,
remove any assignee by such a vote as is hereinbefore provided for the choice of
assignee. An assignee may, with the consent of the judge, resign his trust and be
discharged therefrom. Vacancies caused by death or otherwise in the office of
assignee may be filled by appointment of the court, or at its discretion by an election
by the creditors, in the manner hereinbefore provided, at a regular meeting, or at a
meeting called for the purpose, with such notice thereof in writing to all known
creditors, and by such person, as the court shall direct. The resignation or removal of
an assignee shall in no way release him from performing all things requisite on his part
for the proper closing up of his trust and the transmission thereof to his successors,
nor shall it affect the liability of the principal or surety on the bond given by the
assignee. When, by death or otherwise, the number of assignees is reduced, the estate
of the debtor not lawfully disposed of shall vest in the remaining assignee or
assignees, and the persons selected to fill vacancies, if any, with the same powers and
duties relative thereto as if they were originally chosen. Any former assignee, his
executors or administrators, upon request, and at the expense of the estate, shall make
and execute to the new assignee all deeds, conveyances, and assurances, and do all
other lawful acts requisite to enable him to recover and receive all the estate. And the

court may make all orders which it may deem expedient to secure the proper
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tulfilment of the duties of any former assignee, and the rights and interests of all
persons interested in the estate. No person who has received any preference contrary
to the provisions of this act shall vote for or be eligible as assignee; but no title to
property, real or personal, sold, transferred, or conveyed by an assignee, shall be
affected or impaired by reason of his ineligibility. An assignee refusing or
unreasonably neglecting to execute an instrument when lawfully required by the court,
or disobeying a lawful order or decree of the court in the premises, may be punished

as for a contempt of court.
OF DEBTS AND PROOF OF CLAIMS.

SEC. 19. And be it further enacted, That all debts due and payable from the bankrupt at
the time of the adjudication of bankruptcy, and all debts then existing but not payable
until a future day, a rebate of interest being made when no interest is payable by the
terms of the contract, may be proved against the estate of the bankrupt. All demands
against the bankrupt for or on account of any goods or chattels wrongfully taken,
converted, or withheld by him may be proved and allowed as debts to the amount of
the value of the property so taken or withheld, with interest. If the bankrupt shall be
bound as drawer, indorser, surety, bail, or guarantor upon any bill, bond, note, or any
other specialty or contract, or for any debt of another person, and his liability shall not
have become absolute until after the adjudication of bankruptcy, the creditor may
prove the same after such liability shall have become fixed, and before the final
dividend shall have been declared. In all cases of contingent debts and contingent
liabilities contracted by the bankrupt, and not herein otherwise provided for, the
creditor may make claim therefor, and have his claim allowed, with the right to share
in the dividends, if the contingency shall happen before the order for the final
dividend; or he may at any time apply to the court to have the present value of the

debt or liability ascertained and liquidated, which shall then be done in such manner
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as the court shall order, and he shall be allowed to prove for the amount so
ascertained. Any person liable as bail, surety, guarantor, or otherwise for the bankrupt,
who shall have paid the debt, or any part thereof, in discharge of the whole, shall be
entitled to prove such debt or to stand in the place of the creditor if he shall have
proved the same, although such payments shall have been made after the proceedings
in bankruptcy were commenced. And any person so liable for the bankrupt, and who
has not paid the whole of said debt, but is still liable for the same or any part thereof,
may, if the creditor shall fail or omit to prove such debt, prove the same either in the
name of the creditor or otherwise, as may be provided by the rules, and subject to
such regulations and limitations as may be established by such rules. Where the
bankrupt is liable to pay rent or other debt falling due at fixed and stated periods, the
creditor may prove for a proportionate part thereof up to the time of the bankruptcy,
as if the same grew due from day to day, and not at such fixed and stated periods. If
any bankrupt shall be liable for unliquidated damages arising out of any contract or
promise, or on account of any goods or chattels wrongfully taken, converted, or
withheld, the court may cause such damages to be assessed in such mode as it may
deem best, and the sum so assessed may be proved against the estate. No debts other

than those above specified shall be proved or allowed against the estate.

SEC. 20. And be it further enacted, That, in all cases of mutual debts or mutual credits
between the parties, the account between them shall be stated, and one debt set off
against the other, and the balance only shall be allowed or paid, but no set-off shall be
allowed of a claim in its nature not provable against the estate: Provided, That no set-
off shall be allowed in favor of any debtor to the bankrupt of a claim purchased by or
transferred to him after the filing of the petition. When a creditor has a mortgage or
pledge of real or personal property of the bankrupt, or a lien thereon for securing the
payment of a debt owing to him from the bankrupt, he shall be admitted as a creditor

only for the balance of the debt after deducting the value of such property, to be
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ascertained by agreement between him and the assignee, or by a sale thereof, to be
made in such manner as the court shall direct; or the creditor may release or convey
his claim to the assignee upon such property, and be admitted to prove his whole
debt. If the value of the property exceeds the sum for which it is so held as security,
the assignee may release to the creditor the bankrupt’s right of redemption therein on
receiving such excess; or he may sell the property, subject to the claim of the creditor
thereon; and in either case the assignee and creditor, respectively, shall execute all
deeds and writings necessary or proper to consummate the transaction. If the
property is not so sold or released and delivered up, the creditor shall not be allowed

to prove any part of his debt.

SEC. 21. And be it further enacted, That no creditor proving his debt or claim shall be
allowed to maintain any suit at law or in equity therefor against the bankrupt, but shall
be deemed to have waived all right of action and suit against the bankrupt, and all
proceedings already commenced or unsatisfied judgments already obtained thereon,
shall be deemed to be discharged and surrendered thereby; and no creditor whose
debt is provable under this act shall be allowed to prosecute to final judgment any suit
at law or in equity therefor against the bankrupt, until the question of the debtor’s
discharge shall have been determined; and any such suit or proceedings shall, upon
the application of the bankrupt, be stayed to await the determination of the court in
bankruptcy on the question of the discharge, provided there be no unreasonable delay
on the part of the bankrupt in endeavoring to obtain his discharge, and provided, also,
that if the amount due the creditor is in dispute, the suit, by leave of the court in
bankruptcy, may proceed to judgment for the purpose of ascertaining the amount
due, which amount may be proved in bankruptcy, but execution shall be stayed as
aforesaid. If any bankrupt shall, at the time of adjudication, be liable upon any bill of
exchange, promissory note, or other obligation in respect of distinct contracts as a

member of two or more firms carrying on separate and distinct trades, and having
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distinct estates to be wound up in bankruptcy, or as a sole trader and also [as] a
member of a firm, the circumstance that such firms are in whole or in part composed
of the same individuals, or that the sole contractor is also one of the joint contractors,
shall not prevent proof and receipt of dividend in respect of such distinct contracts

against the estates respectively liable upon such contracts.

SEC. 22. And be it further enacted, That all proofs of debts against the estate of the
bankrupt, by or in behalf of creditors residing within the judicial district where the
proceedings in bankruptcy are pending, shall be made before one of the registers of
the court in said district, and by or in behalf of non-resident debtors before any
register in bankruptcy in the judicial district where such creditors or either of them
reside, or before any commissioner of the circuit court authorized to administer oaths
in any district. To entitle a claimant against the estate of a bankrupt to have his
demand allowed, it must be verified by a deposition in writing on oath or solemn
affirmation before the proper register or commissioner setting forth the demand, the
consideration thereof, whether any and what securities are held therefor, and whether
any and what payments have been made thereon; that the sum claimed is justly due
trom the bankrupt to the claimant; that the claimant has not, nor has any other
person, for his use, received any security or satisfaction whatever other than that by
him set forth, that the claim was not procured for the purpose of influencing the
proceedings under this act, and that no bargain or agreement, express or implied, has
been made or entered into, by or on behalf of such creditor, to sell, transfer, or
dispose of the said claim or any part thereof, against such bankrupt, or take or receive,
directly or indirectly, any money, property, or consideration whatever, whereby the
vote of such creditor for assignee, or any action on the part of such creditor, or any
other person in the proceedings under this act, is or shall be in any way affected,
influenced, or controlled, and no claim shall be allowed unless all the statements set

tforth in such deposition shall appear to be true. Such oath or solemn affirmation shall
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be made by the claimant, testifying of his own knowledge, unless he is absent from
the United States or prevented by some other good cause from testifying, in which
cases the demand may be verified in like manner by the attorney or authorized agent
of the claimant testifying to the best of his knowledge, information, and belief, and
setting forth his means of knowledge; or if in a foreign country, the oath of the
creditor may be taken before any minister, consul, or vice-consul of the United States;
and the court mays, if it shall see fit, require or receive further pertinent evidence either
for or against the admission of the claim. Corporations may verify their claims by the
oath or solemn affirmation of their president, cashier, or treasurer. If the proof is
satisfactory to the register or commissioner, it shall be signed by the deponent, and
delivered or sent by mail to the assignee, who shall examine the same and compare it
with the books and accounts of the bankrupt, and shall register, in a book to be kept
by him for that purpose, the names of creditors who have proved their claims, in the
order in which such proof is received, stating the time of receipt of such proof, and
the amount and nature of the debts, which books shall be open to the inspection of
all the creditors. The court may, on the application of the assignee, or of any creditor,
or of the bankrupt, or without any application, examine upon oath the bankrupt, or
any person tendering or who has made proof of claims, and may summon any person
capable of giving evidence concerning such proof, or concerning the debt sought to
be proved, and shall reject all claims not duly proved, or where the proof shows the

claim to be founded in fraud, illegality, or mistake.

SEC. 23. And be it further enacted, That when a claim is presented for proof before the
election of the assignee, and the judge entertains doubts of its validity or of the right
of the creditor to prove it, and is of opinion that such validity or right ought to be
investigated by the assignee, he may postpone the proof of the claim until the assignee
is chosen. Any person who, after the approval of this act shall have accepted any

preference, having reasonable cause to believe that the same was made or given by the
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debtor, contrary to any provision of this act, shall not prove the debt or claim on
account of which the preference was made or given, nor shall he receive any dividend
therefrom until he shall first have surrendered to the assignee all property, money,
benefit, or advantage received by him under such preference. The court shall allow all
debts duly proved, and shall cause a list thereof to be made and certified by one of the
registers; and any creditor may act at all meetings by his duly constituted attorney the

same as though personally present.

SEC. 24. And be it further enacted, That a supposed creditor who takes an appeal to the
circuit court from the decision of the district court, rejecting his claim in whole or in
part, shall, upon entering his appeal in the circuit court, file in the clerk’s office
thereof a statement in writing of his claim, setting forth the same, substantially, as in a
declaration for the same cause of action at law, and the assignee shall plead or answer
thereto in like manner, and like proceedings shall thereupon be had in the pleadings,
trial, and determination of the cause, as in action at law commenced and prosecuted,
in the usual manner, in the courts of the United States, except that no execution shall
be awarded against the assignee for the amount of a debt found due to the creditor.
The final judgment of the court shall be conclusive, and the list of debts shall, if
necessary, be altered to conform thereto. The party prevailing in the suit shall be
entitled to costs against the adverse party, to be taxed and recovered as in suits at law;
if recovered against the assignee, they shall be allowed out of the estate. A bill of
exchange, promissory note, or other instrument, used in evidence upon the proof of a
claim, and left in court or deposited in the clerk’s office, may be delivered by the
register or clerk having the custody thereof, to the person who used it, upon his filing
a copy thereof, attested by the clerk of the court, who shall indorse upon it the name
of the party against whose estate it has been proved, and the date and amount of any

dividend declared thereon.
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OF PROPERTY PERISHABLE AND IN DISPUTE.

SEC. 25. And be it further enacted, That when it appears to the satisfaction of the court
that the estate of the debtor, or any part thereof, is of a perishable nature, or liable to
deteriorate in value, the court may order the same to be sold, in such manner as may
be deemed most expedient, under the direction of the messenger or assignee, as the
case may be, who shall hold the funds received in place of the estate disposed of; and
whenever it appears to the satisfaction of the court that the title to any portion of an
estate, real or personal, which has come into possession of the assignee, or which is
claimed by him, is in dispute, the court may, upon the petition of the assignee, and
after such notice to the claimant, his agent or attorney, as the court shall deem
reasonable, order it to be sold, under the direction of the assignee, who shall hold the
funds received in place of the estate disposed of; and the proceeds of the sale shall be
considered the measure of the value of the property in any suit or controversy
between the parties in any courts. But this provision shall not prevent the recovery of
the property from the possession of the assignee by any proper action commenced at

any time before the court orders the sale.
EXAMINATION OF BANKRUPTS.

SEC. 26. And be it further enacted, That the court may, on the application of the assignee
in bankruptcy, or of any creditor, or without any application, at all times require the
bankrupt, upon reasonable notice, to attend and submit to an examination, on oath,
upon all matters relating to the disposal or condition of his property, to his trade and
dealings with others, and his accounts concerning the same, to all debts due to or
claimed from him, and to all other matters concerning his property and estate and the
due settlement thereof according to law, which examination shall be in writing, and
shall be signed by the bankrupt and filed with the other proceedings; and the court

may, in like manner, require the attendance of any other person as a witness, and if
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such person shall fail to attend, on being summoned thereto, the court may compel
his attendance by warrant directed to the marshal, commanding him to arrest such
person and bring him forthwith before the court, or before a register in bankruptcy,
for examination as such witness. If the bankrupt is imprisoned, absent, or disabled
from attendance, the court may order him to be produced by the jailer, or any officer
in whose custody he may be, or may direct the examination to be had, taken, and
certified at such time and place and in such manner as the court may deem proper,
and with like effect as if such examination had been had in court. The bankrupt shall
at all times, until his discharge, be subject to the order of the court, and shall, at the
expense of the estate, execute all proper writings and instruments, and do and
perform all acts required by the court touching the assigned property or estate, and to
enable the assignee to demand, recover, and receive all the property and estate
assigned, wherever situated; and for neglect or refusal to obey any order of the court,
such bankrupt may be committed and punished as for a contempt of court. If the
bankrupt is without the district, and unable to return and personally attend at any of
the times or do any of the acts which may be specified or required pursuant to this
section, and if it appears that such absence was not caused by wilful default, and if, as
soon as may be after the removal of such impediment, he offers to attend and submit
to the order of the court in all respects, he shall be permitted so to do, with like effect
as if he had not been in default. He shall also be at liberty, from time to time, upon
oath to amend and correct his schedule of creditors and property, so that the same
shall conform to the facts. For good cause shown, the wife of any bankrupt may be
required to attend before the court, to the end that she may be examined as a witness;
and if such wife do not attend at the time and place specified in the order, the
bankrupt shall not be entitled to a discharge unless he shall prove to the satisfaction
of the court that he was unable to procure the attendance of his wife. No bankrupt

shall be liable to arrest during the pendency of the proceedings in bankruptcy in any
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civil action, unless the same is founded on some debt or claim from which his

discharge in bankruptcy would not release him.
OF THE DISTRIBUTION OF THE BANKRUPT’S ESTATE.

SEC. 27. And be it further enacted, That all creditors whose debts are duly proved and
allowed shall be entitled to share in the bankrupt’s property and estate pro rata,
without any priority or preference whatever, except that wages due from him to any
operative, or clerk, or house servant, to an amount not exceeding fifty dollars, for
labor performed within six months next preceding the adjudication of bankruptcy,
shall be entitled to priority, and shall be first paid in full: Provided, That any debt
proved by any person liable, as bail, surety, guarantor, or otherwise, for the bankrupt,
shall not be paid to the person so proving the same until satisfactory evidence shall be
produced of the payment of such debt by such person so liable, and the share to
which such debt would be entitled may be paid into court, or otherwise held for the
benefit of the party entitled thereto, as the court may direct. At the expiration of three
months from the date of the adjudication of bankruptcy in any case, or as much
earlier as the court may direct, the court, upon request of the assignee, shall call a
general meeting of the creditors, of which due notice shall be given, and the assignee
shall then report, and exhibit to the court and to the creditors just and true accounts
of all his receipts and payments, verified by his oath, and he shall also produce and file
vouchers for all payments for which vouchers shall be required by any rule of the
court; he shall also submit the schedule of the bankrupt’s creditors and property as
amended, duly verified by the bankrupt, and a statement of the whole estate of the
bankrupt as then ascertained, of the property recovered and of the property
outstanding, specifying the cause of its being outstanding, also what debts or claims
are yet undetermined, and stating what sum remains in his hands. At such meeting the

majority in value of the creditors present shall determine whether any and what part
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of the net proceeds of the estate, after deducting and retaining a sum sufficient to
provide for all undetermined claims which, by reason of the distant residence of the
creditor, or for other sufficient reason, have not been proved, and for other expenses
and contingencies, shall be divided among the creditors; but unless at least one half in
value of the creditors shall attend such meeting, either in person or by attorney, it
shall be the duty of the assignee so to determine. In case a dividend is ordered, the
register shall, within ten days after such meeting, prepare a list of creditors entitled to
dividend, and shall calculate and set opposite to the name of each creditor who has
proved his claim the dividend to which he is entitled out of the net proceeds of the
estate set apart for dividend, and shall forward by mail to every creditor a statement of
the dividend to which he is entitled, and such creditor shall be paid by the assignee in

such manner as the court may direct.

SEC. 28. And be it further enacted, That the like proceedings shall be had at the expiration
of the next three months, or eatlier, if practicable, and a third meeting of creditors
shall then be called by the court, and a final dividend then declared, unless any action
at law or suit in equity be pending, or unless some other estate or effects of the debtor
afterwards come to the hands of the assignee, in which case the assignee shall, as soon
as may be, convert such estate or effects into money, and within two months after the
same shall be so converted, the same shall be divided in manner aforesaid. Further
dividends shall be made in like manner as often as occasion requires; and after the
third meeting of creditors no further meeting shall be called, unless ordered by the
court. If at any time there shall be in the hands of the assignee any outstanding debts
or other property, due or belonging to the estate, which cannot be collected and
received by the assignee without unreasonable or inconvenient delay or expense, the
assignee may, under the direction of the court, sell and assign such debts or other
property in such manner as the court shall order. No dividend already declared shall

be disturbed by reason of debts being subsequently proved, but the creditors proving
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such debts shall be entitled to a dividend equal to those already received by the other
creditors before any further payment is made to the latter. Preparatory to the final
dividend, the assignee shall submit his account to the court and file the same, and give
notice to the creditors of such filing, and shall also give notice that he will apply for a
settlement of his account, and for a discharge from all liability as assignee, at a time to
be specified in such notice, and at such time the court shall audit and pass the
accounts of the assignee, and such assignee shall, if required by the court, be
examined as to the truth of such account, and if found correct he shall thereby be
discharged from all liability as assignee to any creditor of the bankrupt. The court shall
thereupon order a dividend of the estate and effects, or of such part thereof as it sees
tit, among such of the creditors as have proved their claims, in proportion to the
respective amount of their said debts. In addition to all expenses necessarily incurred
by him in the execution of his trust, in any case, the assignee shall be entitled to an
allowance for his services in such case on all moneys received and paid out by him
therein, for any sum not exceeding one thousand dollars, five per centum thereon; for
any larger sum, not exceeding five thousand dollars, two and a half per centum on the
excess over one thousand dollars; and for any larger sum, one per centum on the
excess over five thousand dollars, and if, at any time, there shall not be in his hands a
sufficient amount of money to defray the necessary expenses required for the further
execution of his trust, he shall not be obliged to proceed therein until the necessary
funds are advanced or satisfactorily secured to him. If by accident, mistake, or other
cause, without fault of the assignee, either or both of the said second and third
meetings should not be held within the times limited, the court may, upon motion of
an interested party, order such meetings, with like effect as to the validity of the
proceedings as if the meeting had been duly held. In the order for a dividend, under
this section, the following claims shall be entitled to priority or preference, and to be

tirst paid in full in the following order: — First. The fees, costs, and expenses of suits,
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and the several proceedings in bankruptcy under this act, and for the custody of
property, as herein provided. Second. All debts due to the United States, and all taxes
and assessments under the laws thereof. Third. All debts due to the State in which the
proceedings in bankruptcy are pending, and all taxes and assessments made under the
laws of such State. Fourth. Wages due to any operative, clerk, or house servant, to an
amount not exceeding fifty dollars, for labor performed within six months next
preceding the first publication of the notice of proceedings in bankruptcy. Fifth. All
debts due to any persons who, by the laws of the United States, are or may be entitled
to a priority or preference, in like manner as if this act had not been passed: Always
provided, That nothing contained in this act shall interfere with the assessment and

collection of taxes by the authority of the United States or any State.
OF THE BANKRUPT’S DISCHARGE AND ITS EFFECT.

SEC. 29. And be it further enacted, That at any time after the expiration of six months
from the adjudication of bankruptcy, or if no debts have been proved against the
bankrupt, or if no assets have come to the hands of the assignee, at any time after the
expiration of sixty days, and within one year from the adjudication of bankruptcy, the
bankrupt may apply to the court for a discharge from his debts, and the court shall
thereupon order notice to be given by mail to all creditors who have proved their
debts, and by publication at least once a week in such newspapers as the court shall
designate, due regard being had to the general circulation of the same in the district,
or in that portion of the district in which the bankrupt and his creditors shall reside,
to appear on a day appointed for that purpose, and show cause why a discharge
should not be granted to the bankrupt. No discharge shall be granted, oz, if granted,
be valid, if the bankrupt has wilfully sworn falsely in his affidavit annexed to his
petition, schedule, or inventory, or upon any examination in the course of the

proceedings in bankruptcy, in relation to any material fact concerning his estate or his
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debts, or to any other material fact; or if he has concealed any part of his estate or
effects, or any books or writings relating thereto, or if he has been guilty of any fraud
or negligence in the care, custody, or delivery to the assignee of the property
belonging to him at the time of the presentation of his petition and inventory,
excepting such property as he is permitted to retain under the provisions of this act,
or if he has caused, permitted, or suffered any loss, waste, or destruction thereof; or if,
within four months before the commencement of such proceedings, he has procured
his lands, goods, money, or chattels to be attached, sequestered, or seized on
execution; or if, since the passage of this act, he has destroyed, mutilated, altered, or
talsified any of his books, documents, papers, writings, or securities, or has made or
been privy to the making of any false or fraudulent entry in any book of account or
other document, with intent to defraud his creditors; or has removed or caused to be
removed any part of his property from the district, with intent to defraud his
creditors; or if he has given any fraudulent preference contrary to the provisions of
this act, or made any fraudulent payment, gift, transfer, conveyance, or assignhment of
any part of his property, or has lost any part thereof in gaming, or has admitted a false
or fictitious debt against his estate; or if, having knowledge that any person has
proved such false or fictitious debt, he has not disclosed the same to his assignee
within one month after such knowledge; or if, being a merchant or tradesman, he has
not, subsequently to the passage of this act, kept proper books of account; or if he, or
any person in his behalf, has procured the assent of any creditor to the discharge, or
influenced the action of any creditor at any stage of the proceedings, by any pecuniary
consideration or obligation; or if he has, in contemplation of becoming bankrupt,
made any pledge, payment, transfer, assignhment or conveyance of any part of his
property, directly or indirectly, absolutely or conditionally, for the purpose of
preferring any creditor or person having a claim against him, or who is or may be

under liability for him, or for the purpose of preventing the property from coming

Page 28 of 45



Unofficial Transcription

into the hands of the assignee, or of being distributed under this act in satisfaction of
his debts; or if he has been convicted of any misdemeanor under this act, or has been
guilty of any fraud whatever contrary to the true intent of this act; and before any
discharge is granted, the bankrupt shall take and subscribe an oath to the effect that
he has not done, suffered, or been privy to any act, matter, or thing specified in this
act as a ground for withholding such discharge, or as invalidating such discharge if

granted.

SEC. 30. And be it further enacted, That no person who shall have been discharged under
this act, and shall afterwards become bankrupt, on his own application shall be again
entitled to a discharge whose estate is insufficient to pay seventy per centum of the
debts proved against it, unless the assent in writing of three fourths in value of his
creditors who have proved their claims is filed at or before the time of application for
discharge; but a bankrupt who shall prove to the satisfaction of the court that he has
paid all the debts owing by him at the time of any previous bankruptcy, or who has
been voluntarily released therefrom by his creditors, shall be entitled to a discharge in

the same manner and with the same effect as if he had not previously been bankrupt.

SEC. 31. And be it further enacted, That any creditor opposing the discharge of any
bankrupt may file a specification in writing of the grounds of his opposition, and the
court may in its discretion order any question of fact so presented to be tried at a

stated session of the district court.

SEC. 32. And be it further enacted, That if it shall appear to the court that the bankrupt
has in all things conformed to his duty under this act, and that he is entitled, under the
provisions thereof, to receive a discharge, the court shall grant him a discharge from
all his debts except as hereinafter provided, and shall give him a certificate thereof
under the seal of the court, in substance as follows:— District Court of the United

States, District of . Whereas has been duly adjudged a bankrupt under
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the act of Congtress establishing a uniform system of bankruptcy throughout the
United States, and appears to have conformed to all the requirements of law in that
behalf, it is therefore ordered by the court that said be forever discharged from all
debts and claims which by said act are made provable against his estate, and which
existed on the day of, on which day the petition for adjudication was filed by (or
against) him; excepting such debts, if any, as are by said act excepted from the
operation of a discharge in bankruptcy. Given under my hand and the seal of the

court at, in the said district, this day of, A. D. (Seal) Judge.

SEC. 33. And be it further enacted, That no debt created by the fraud or embezzlement of
the bankrupt, or by his defalcation as a public officer, or while acting in any fiduciary
character, shall be discharged under this act; but the debt may be proved, and the
dividend thereon shall be a payment on account of said debt; and no discharge
granted under this act shall release, discharge, or affect any person liable for the same
debt for or with the bankrupt, either as partner, joint contractor, indorser, surety, or
otherwise. And in all proceedings in bankruptcy commenced after one year from the
time this act shall go into operation, no discharge shall be granted to a debtor whose
assets do not pay fifty per centum of the claims against his estate, unless the assent in
writing of a majority in number and value of his creditors who have proved their

claims is filed in the case at or before the time of application for discharge.

SEC. 34. And be it further enacted, That a discharge duly granted under this act shall, with
the exceptions aforesaid, release the bankrupt from all debts, claims, liabilities, and
demands which were or might have been proved against his estate in bankruptcy, and
may be pleaded, by a simple averment that on the day of its date such discharge was
granted to him, setting the same forth in hac verba, as a full and complete bar to all
suits brought on any such debts, claims, liabilities, or demands, and the certificate shall

be conclusive evidence in favor of such bankrupt of the fact and [the] regularity of
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such discharge: Always provided, That any creditor or creditors of said bankrupt,
whose debt was proved or provable against the estate in bankruptcy, who shall see fit
to contest the validity of said discharge on the ground that it was fraudulently
obtained, may, at any time within two years after the date thereof, apply to the court
which granted it to set aside and annul the same. Said application shall be in writing,
shall specify which, in particular, of the several acts mentioned in section twenty-nine
it is intended to give evidence of against the bankrupt, setting forth the grounds of
avoidance, and no evidence shall be admitted as to any other of the said acts; but said
application shall be subject to amendment at the discretion of the court. The court
shall cause reasonable notice of said application to be given to said bankrupt, and
order him to appear and answer the same, within such time as to the court shall seem
fit and proper. If, upon the hearing of said parties, the court shall find that the
traudulent acts, or any of them, set forth as aforesaid by said creditor or creditors
against the bankrupt, are proved, and that said creditor or creditors had no knowledge
of the same until after the granting of said discharge, judgment shall be given in favor
of said creditor or creditors, and the discharge of said bankrupt shall be set aside and
annulled. But if said court shall find that said fraudulent acts and all of them, set forth
as aforesaid, are not proved, or that they were known to said creditor or creditors
before the granting of said discharge, then judgment shall be rendered in favor of the

bankrupt, and the validity of his discharge shall not be affected by said proceedings.
PREFERENCES AND FRAUDULENT CONVEYANCES DECLARED VOID.

SEC. 35. And be it further enacted, That if any person, being insolvent, or in
contemplation of insolvency, within four months before the filing of the petition by
or against him, with a view to give a preference to any creditor or person having a
claim against him, or who is under any liability for him, procures any part of his

property to be attached, sequestered, or seized on execution, or makes any payment,
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pledge, assighment, transfer, or conveyance of any part of his property, either directly
or indirectly, absolutely or conditionally, the person receiving such payment, pledge,
assignment, transfer, or conveyance, or to be benefited thereby, or by such
attachment, having reasonable cause to believe such person is insolvent, and that such
attachment, payment, pledge, assignment, or conveyance is made in fraud of the
provisions of this act, the same shall be void, and the assignee may recover the
property, or the value of it, from the person so receiving it, or so to be benefited; and
if any person being insolvent, or in contemplation of insolvency or bankruptcy, within
six months before the filing of the petition by or against him, makes any payment,
sale, assignment, transfer, conveyance, or other disposition of any part of his property
to any person who then has reasonable cause to believe him to be insolvent, or to be
acting in contemplation of insolvency, and that such payment, sale, assignment,
transfer, or other conveyance is made with a view to prevent his property from
coming to his assignee in bankruptcy, or to prevent the same from being distributed
under this act, or to defeat the object of, or in any way impair, hinder, impede, or
delay the operation and effect of, or to evade any of the provisions of this act, the
sale, assignment, transfer, or conveyance shall be void, and the assignee may recover
the property, or the value thereof, as assets of the bankrupt. And if such sale,
assignment, transfer, or conveyance is not made in the usual and ordinary course of
business of the debtor, the fact shall be prima facie evidence of fraud. Any contract,
covenant, or security made or given by a bankrupt or other person with, or in trust
for, any creditor, for securing the payment of any money as a consideration for or
with intent to induce the creditor to forbear opposing the application for discharge of
the bankrupt, shall be void; and if any creditor shall obtain any sum of money or other
goods, chattels, or security from any person as an inducement for forbearing to
oppose, or consenting to such application for discharge, every creditor so offending

shall forfeit all right to any share or dividend in the estate of the bankrupt, and shall
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also forfeit double the value or amount of such money, goods, chattels, or security so

obtained to be recovered by the assignee for the benefit of the estate.
BANKRUPTCY OF PARTNERSHIPS AND OF CORPORATIONS.

SEC. 36. And be it further enacted, That where two or more persons who are partners in
trade shall be adjudged bankrupt, either on the petition of such partners, or any one
of them, or on the petition of any creditor of the partners, a warrant shall issue in the
manner provided by this act, upon which all the joint stock and property of the
copartnership, and also all the separate estate of each of the partners, shall be taken,
excepting such parts thereof as are hereinbefore excepted; and all the creditors of the
company, and the separate creditors of each partner, shall be allowed to prove their
respective debts; and the assignee shall be chosen by the creditors of the company,
and shall also keep separate accounts of the joint stock or property of the
copartnership and of the separate estate of each member thereof; and after deducting
out of the whole amount received by such assignee the whole of the expenses and
disbursements, the net proceeds of the joint stock shall be appropriated to pay the
creditors of the copartnership, and the net proceeds of the separate estate of each
partner shall be appropriated to pay his separate creditors; and if there shall be any
balance of the separate estate of any partner, after the payment of his separate debts,
such balance shall be added to the joint stock for the payment of the joint creditors;
and if there shall be any balance of the joint stock after payment of the joint debts,
such balance shall be divided and appropriated to and among the separate estates of
the several partners according to their respective right and interest therein, and as it
would have been if the partnership had been dissolved without any bankruptcy; and
the sum so appropriated to the separate estate of each partner shall be applied to the
payment of his separate debts; and the certificate of discharge shall be granted or

refused to each partner as the same would or ought to be if the proceedings had been
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against him alone under this act; and in all other respects the proceedings against
partners shall be conducted in the like manner as if they had been commenced and
prosecuted against one person alone. If such copartners reside in different districts,
that court in which the petition is first filed shall retain exclusive jurisdiction over the

case.

SEC. 37. And be it further enacted, That the provisions of this act shall apply to all
moneyed business or commercial corporations and joint stock companies, and that
upon the petition of any officer of any such corporation or company, duly authorized
by a vote of a majority of the corporators at any legal meeting called for the purpose,
or upon the petition of any creditor or creditors of such corporation or company,
made and presented in the manner hereinafter provided in respect to debtors, the like
proceedings shall be had and taken as are hereinafter provided in the case of debtors;
and all the provisions of this act which apply to the debtor, or set forth his duties in
regard to furnishing schedules and inventories, executing papers, submitting to
examinations, disclosing, making over, secreting, concealing, conveying, assigning, or
paying away his money or property, shall in like manner, and with like force, effect,
and penalties, apply to each and every officer of such corporation or company in
relation to the same matters concerning the corporation or company, and the money
and property thereof. All payments, conveyances, and assignments declared fraudulent
and void by this act when made by a debtor, shall in like manner, and to the like
extent, and with like remedies, be fraudulent and void when made by a corporation or
company. No allowance or discharge shall be granted to any corporation or joint
stock company, or to any person or officer or member thereof: Provided, That
whenever any corporation by proceedings under this act shall be declared bankrupt,
all its property and assets shall be distributed to the creditors of such corporations in

the manner provided in this act in respect to natural persons.
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OF DATES AND DEPOSITIONS.

SEC. 38. And be it further enacted, That the filing of a petition for adjudication in
bankruptcy, either by a debtor in his own behalf, or by any creditor against a debtor;
upon which an order may be issued by the court, or by a register in the manner
provided in section four, shall be deemed and taken to be the commencement of
proceedings in bankruptcy under this act; the proceedings in all cases of bankruptcy
shall be deemed matters of record, but the same shall not be required to be recorded
at large, but shall be carefully filed, kept, and numbered in the office of the clerk of
the court, and a docket only, or short memorandum thereof, kept in books to be
provided for that purpose, which shall be open to public inspection. Copies of such
records, duly certified under the seal of the court, shall in all cases be prima facie
evidence of the facts therein stated. Evidence or examination in any of the
proceedings under this act may be taken before the court, or a register in bankruptcy,
viva voce or in writing, before a commissioner of the circuit court, or by affidavit, or
on commission, and the court may direct a reference to a register in bankruptcy, or
other suitable person, to take and certify such examination, and may compel the
attendance of witnesses, the production of books and papers, and the giving of

testimony in the same manner as in suits in equity in the circuit court.
INVOLUNTARY BANKRUPTCY.

SEC. 39. And be it further enacted, That any person residing and owing debts as aforesaid,
who, after the passage of this act, shall depart from the State, district, or Territory of
which he is an inhabitant, with intent to defraud his creditors, or, being absent, shall,
with such intent, remain absent; or shall conceal himself to avoid the service of legal
process in any action for the recovery of a debt or demand provable under this act; or
shall conceal or remove any of his property to avoid its being attached, taken, or

sequestered on legal process; or shall make any assignment, gift, sale, conveyance, or
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transfer of his estate, property, rights, or credits, either within the United States or
elsewhere, with intent to delay, defraud, or hinder his creditors; or who has been
arrested and held in custody under or by virtue of mesne process or execution, issued
out of any court of any State, district, or Territory, within which such debtor resides
or has property founded upon a demand in its nature provable against a bankrupt’s
estate under this act, and for a sum exceeding one hundred dollars, and such process
is remaining in force and not discharged by payment, or in any other manner provided
by the law of such State, district, or Territory applicable thereto, for a period of seven
days; or has been actually imprisoned for more than seven days in a civil action,
founded on contract, for the sum of one hundred dollars or upwards; or who, being
bankrupt or insolvent, or in contemplation of bankruptcy or insolvency, shall make
any payment, gift, grant, sale, conveyance, or transfer of money or other property,
estate, rights, or credits, or give any warrant to confess judgment; or procure or suffer
his property to be taken on legal process, with intent to give a preference to one or
more of his creditors, or to any person or persons who are or may be liable for him as
indorsers, bail, sureties, or otherwise, or with the intent, by such disposition of his
property, to defeat or delay the operation of this act; or who, being a banker,
merchant, or trader, has fraudulently stopped or suspended and not resumed payment
of his commercial paper, within a period of fourteen days, shall be deemed to have
committed an act of bankruptcy, and, subject to the conditions hereinafter prescribed,
shall be adjudged a bankrupt, on the petition of one or more of his creditors, the
aggregate of whose debts provable under this act amount to at least two hundred and
tifty dollars, provided such petition is brought within six months after the act of
bankruptcy shall have been committed. And if such person shall be adjudged a
bankrupt, the assignee may recover back the money or other property so paid,
conveyed, sold, assigned, or transferred contrary to this act, provided the person

receiving such payment or conveyance had reasonable cause to believe that a fraud on
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this act was intended, or that the debtor was insolvent, and such creditor shall not be

allowed to prove his debt in bankruptcy.

SEC. 40. And be it further enacted, That upon the filing of the petition authorized by the
next preceding section, if it shall appear that sufficient grounds exist therefor, the
court shall direct the entry of an order requiring the debtor to appear and show cause,
at a court of bankruptcy to be holden at a time to be specified in the order, not less
than five days from the service thereof, why the prayer of the petition should not be
granted; and may also, by its injunctions, restrain the debtor, and any other person, in
the mean time, from making any transfer or disposition of any part of the debtor’s
property not excepted by this act from the operation thereof and from any
interference therewith; and if it shall appear that there is probable cause for believing
that the debtor is about to leave the district, or to remove or conceal his goods and
chattels or his evidence of property, or make any fraudulent conveyance or
disposition thereof, the court may issue a warrant to the marshal of the district,
commanding him to arrest the alleged [bankrupt] and him safely keep, unless he shall
give balil to the satisfaction of the court for his appearance from time to time, as
required by the court, until the decision of the court upon the petition or the further
order of the court, and forthwith to take possession provisionally of all the property
and effects of the debtor, and safely keep the same until the further order of the
court. A copy of the petition and of such order to show cause shall be served on such
debtor by delivering the same to him personally, or leaving the same at his last or
usual place of abode; or, if such debtor cannot be found, or his place of residence
ascertained, service shall be made by publication in such manner as the judge may
direct. No further proceedings, unless the debtor appear and consent thereto, shall be
had until proot shall have been given, to the satisfaction of the court, of such service

or publication; and if such proof be not given on the return day of such order, the
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proceedings shall be adjourned and an order made that the notice be forthwith so

served or published.

SEC. 41. And be it further enacted, That on such return day or adjourned days, if the notice
has been duly served or published, or shall be waived by the appearance and consent
of the debtor, the court shall proceed summarily to hear the allegations of the
petitioner and debtor, and may adjourn the proceedings from time to time, on good
cause shown, and shall, if the debtor on the same day so demand in writing, order a
trial by jury at the first term of the court at which a jury shall be in attendance, to
ascertain the fact of such alleged bankruptcy; and if upon such hearing or trial, the
debtor proves to the satisfaction of the court or of the jury, as the case may be, that
the facts set forth in the petition are not true, or that the debtor has paid and satistied
all liens upon his property, in case the existence of such liens were the sole ground of
the proceeding, the proceedings shall be dismissed and the respondent shall recover

COsts.

SEC. 42. And be it further enacted, That if the facts set forth in the petition are found to
be true, or if default be made by the debtor to appear pursuant to the order, upon due
proof of service thereof being made, the court shall adjudge the debtor to be a
bankrupt, and, as such, subject to the provisions of this act, and shall forthwith issue a
warrant to take possession of the estate of the debtor. The warrant shall be directed,
and the property of the debtor shall be taken thereon, and shall be assigned and
distributed in the same manner and with similar proceedings to those hereinbefore
provided for the taking possession, assignment, and distribution of the property of
the debtor upon his own petition. The order of adjudication of bankruptcy shall
require the bankrupt forthwith, or within such number of days, not exceeding five
after the date of the order or notice thereof, as shall by the order be prescribed, to

make and deliver, or transmit by mail, post-paid, to the messenger, a schedule of the
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creditors and an inventory of his estate in the form and verified in the manner
required of a petitioning debtor by section thirteen. If the debtor has failed to appear
in person, or by attorney, a certified copy of the adjudication shall be forthwith served
on him by delivery or publication in the manner hereinbefore provided for the service
of the order to show cause; and if the bankrupt is absent or cannot be found, such
schedule and inventory shall be prepared by the messenger and the assignee from the
best information they can obtain. If the petitioning creditor shall not appear and
proceed on the return day, or adjourned day, the court may, upon the petition of any
other creditor, to the required amount, proceed to adjudicate on such petition,

without requiring a new service or publication of notice to the debtor.
OF SUPERSEDING THE BANKRUPT PROCEEDINGS BY ARRANGEMENT.

SEC. 43. And be it further enacted, That if at the first meeting of creditors, or at any
meeting of creditors to be specially called for that purpose, and of which previous
notice shall have been given for such length of time and in such manner as the court
may direct, three fourths in value of the creditors whose claims have been proved
shall determine and resolve that it is for the interest of the general body of the
creditors that the estate of the bankrupt should be wound up and settled, and
distribution made among the creditors by trustees, under the inspection and direction
of a committee of the creditors, it shall be lawful for the creditors to certify and report
such resolution to the court, and to nominate one or more trustees to take and hold
and distribute the estate, under the direction of such committee. If it shall appear to
the court, after hearing the bankrupt and such creditors as may desire to be heard, that
the resolution was duly passed, and that the interests of the creditors will be promoted
thereby, it shall confirm the same; and upon the execution and filing, by or on behalf
of three fourths in value of all the creditors whose claims have been proved, of a

consent that the estate of the bankrupt be wound up and settled by said trustees
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according to the terms of such resolution, the bankrupt, or his assignee in bankruptcy,
if appointed, as the case may be, shall, under the direction of the court, and under
oath, convey, transfer, and deliver all the property and estate of the bankrupt to the
said trustee or trustees, who shall, upon such conveyance and transfer, have and hold
the same in the same manner, and with the same powers and rights, in all respects, as
the bankrupt would have had or held the same if no proceedings in bankruptcy had
been taken, or as the assignee in bankruptcy would have done had such resolution not
been passed; and such consent and the proceedings thereunder shall be as binding in
all respects on any creditor whose debt is provable, who has not signed the same, as if
he had signed it, and on any creditor whose debt, if provable, is not proved, as if he
had proved it; and the court, by order, shall direct all acts and things needful to be
done to carry into effect such resolution of the creditors, and the said trustees shall
proceed to wind up and settle the estate under the direction and inspection of such
committee of the creditors, for the equal benefit of all such creditors, and the winding
up and settlement of any estate under the provisions of this section shall be deemed
to be proceedings in bankruptcy under this act; and the said trustees shall have all the
rights and powers of assignees in bankruptcy. The court, on the application of such
trustees, shall have power to summon and examine, or [on] oath or otherwise, the
bankrupt and any creditor, and any person indebted to the estate, or known or
suspected of having any of the estate in his possession, or any other person whose
examination may be material or necessary to aid the trustees in the execution of their
trust, and to compel the attendance of such persons and the production of books and
papers in the same manner as in other proceedings in bankruptcy under this act; and
the bankrupt shall have the like right to apply for and obtain a discharge after the
passage of such resolution and the appointment of such trustees as if such resolution
had not been passed, and as if all the proceedings had continued in the manner

provided in the preceding sections of this act. If the resolution shall not be duly
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reported, or the consent of the creditors shall not be duly filed, or if, upon its filing,
the court shall not think fit to approve thereof, the bankruptcy shall proceed as
though no resolution had been passed, and the court may make all necessary orders
for resuming the proceedings. And the period of time which shall have elapsed
between the date of the resolution and the date of the order for assuming proceedings

shall not be reckoned in calculating periods of time prescribed by this act.
PENALTIES AGAINST BANKRUPTS.

SEC. 44. And be it further enacted, That from and after the passage of this act if any
debtor or bankrupt shall, after the commencement of proceedings in bankruptcy,
secrete or conceal any property belonging to his estate, or part with, conceal, or
destroy, alter, mutilate, or falsify, or cause to be concealed, destroyed, altered,
mutilated, or falsified, any book, deed, document, or writing relating thereto, or
remove, or cause to be removed, the same or any part thereof out of the district, or
otherwise dispose of any part thereof, with intent to prevent it from coming into the
possession of the assignee in bankruptcy, or to hinder, impede, or delay either of them
in recovering or receiving the same, or make any payment, gift, sale, assignhment,
transfer, or conveyance of any property belonging to his estate with the like intent, or
spends any part thereof in gaming; or shall, with intent to defraud, wilfully and
traudulently conceal from his assignee or omit from his schedule any property or
effects whatsoever; or if, in case of any person having, to his knowledge or belief,
proved a false or fictitious debt against his estate, he shall fail to disclose the same to
his assignee within one month after coming to the knowledge or belief thereof; or
shall attempt to account for any of his property by fictitious losses or expenses; or
shall, within three months before the commencement of proceedings in bankruptcy,
under the false color and pretence of carrying on business and dealing in the ordinary

course of trade, obtain on credit from any person any goods or chattels with intent to
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defraud; or shall, with intent to defraud his creditors, within three months next before
the commencement of proceedings in bankruptcy, pawn, pledge, or dispose of,
otherwise than by bona fide transactions in the ordinary way of his trade; any of his
goods or chattels which have been obtained on credit and remain unpaid for, he shall
be deemed guilty of a misdemeanor, and, upon conviction thereof in any court of the
United States, shall be punished by imprisonment, with or without hard labor, for a

term not exceeding three years.
PENALTIES AGAINST OFFICERS.

SEC. 45. And be it further enacted, That if any judge, register, clerk, marshal, messenger,
assignee, or any other officer of the several courts of bankruptcy shall, for anything
done or pretended to be done under this act, or under color of doing anything
thereunder, wilfully demand or take, or appoint or allow any person whatever to take
for him or on his account, or for or on account of any other person, or in trust for
him or for any other person, any fee, emolument, gratuity, sum of money, or anything
of value whatever, other than is allowed by this act, or which shall be allowed under
the authority thereof, such person, when convicted thereof shall forfeit and pay the
sum of not less than three hundred dollars and not exceeding five hundred dollars,

and be imprisoned not exceeding three years.

SEC. 46. And be it further enacted, That if any person shall forge the signature of a judge,
register, or other officer of the court, or shall forge or counterfeit the seal of the
courts, or knowingly concur in using any such forged or counterfeit signature or seal
for the purpose of authenticating any proceeding or document, or shall tender in
evidence any such proceeding or document with a false or counterfeit signature of any
such judge, register, or other officer, or a false or counterfeit seal of the court,
subscribed or attached thereto, knowing such signature or seal to be false or

counterfeit, any such person shall be guilty of felony, and upon conviction thereof
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shall be liable to a fine of not less than five hundred dollars, and not more than five
thousand dollars, and to be imprisoned not exceeding five years, at the discretion of

the court.
FEES AND COSTS.

SEC. 47. And be it further enacted, That in each case there shall be allowed and paid, in
addition to the fees of the clerk of the court as now established by law, or as may be
established by general order, under the provisions of this act, for fees in bankruptcy,
the following fees, which shall be applied to the payment for the services of the
registers:— For issuing every warrant, two dollars. For each day in which a meeting is
held, three dollars. For each order for a dividend, three dollars. For every order
substituting an arrangement by trust deed for bankruptcy, two dollars. For every bond
with sureties, two dollars. For every application for any meeting in any matter under
this act, one dollar. For every day’s service while actually employed under a special
order of the court, a sum not exceeding five dollars, to be allowed by the court. For
taking depositions, the fees now allowed by law. For every discharge when there is no
opposition, two dollars. Such fees shall have priority of payment over all other claims
out of the estate, and, before a warrant issues, the petitioner shall deposit with the
senior register of the court, or with the clerk, to be delivered to the register, fifty
dollars as security for the payment thereof; and if there are not sufficient assets for the
payment of the fees, the person upon whose petition the warrant is issued, shall pay
the same, and the court may issue an execution against him to compel payment to the
register. Before any dividend is ordered, the assignee shall pay out of the estate to the
messenger the following fees, and no more:— First. For service of warrant, two
dollars. Second. For all necessary travel, at the rate of five cents a mile each way.
Third. For each written note to creditor named in the schedule, ten cents. Fourth. For

custody of property, publication of notices, and other services, his actual and
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necessary expenses upon returning the same in specific items, and making oath that
they have been actually incurred and paid by him, and are just and reasonable, the
same to be taxed or adjusted by the court, and the oath of the messenger shall not be
conclusive as to the necessity of said expenses. For cause shown, and upon hearing
thereon, such further allowance may be made as the court, in its discretion, may
determine. The enumeration of the foregoing fees shall not prevent the judges, who
shall frame general rules and orders in accordance with the provisions of section ten,
trom prescribing a tariff of fees for all other services of the officers of courts of
bankruptcy, or from reducing the fees prescribed in this section in classes of cases to

be named in their rules and orders.
OF MEANING OF TERMS AND COMPUTATION OF TIME.

SEC. 48. And be it further enacted, That the word “assignee,” and the word “creditor”
shall include the plural also; and the word “ messenger ” shall include his assistant or
assistants, except in the provision for the fees of that officer. The word “marshal”
shall include the marshal’s deputies; the word ““ person” shall also include “
corporation”; and the word “oath” shall include “affirmation.” And in all cases in
which any particular number of days is prescribed by this act, or shall be mentioned in
any rule or order of court or general order which shall at any time be made under this
act, for the doing of any act, or for any other purpose, the same shall be reckoned, in
the absence of any expression to the contrary, exclusive of the first, and inclusive of
the last day, unless the last day shall fall on a Sunday, Christmas day, or on any day
appointed by the President of the United States as a day of public fast or thanksgiving,
or on the Fourth of July, in which case the time shall be reckoned exclusive of that

day also.

SEC. 49. And be it further enacted, That all the jurisdiction, power, and authority

conferred upon and vested in the District Court of the United States by this act in
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cases in bankruptcy are hereby conferred upon and vested in the Supreme Court of
the District of Columbia, and in and upon the supreme courts of the several
Territories of the United States, when the bankrupt resides in the said District of
Columbia or in either of the said Territories. And in those judicial districts which are
not within any organized circuit of the United States, the power and jurisdiction of a

circuit court in bankruptcy may be exercised by the district judge.

SEC. 50. And be it further enacted, That this act shall commence and take effect as to the
appointment of the officers created hereby, and the promulgation of rules and general
orders, from and after the date of its approval: Provided, That no petition or other
proceeding under this act shall be filed, received, or commenced before the first day

of June, anno Domini, eighteen hundred and sixty-seven.

APPROVED, March 2, 1867.
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