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HISTORY OF BANKRUPTCY ACTS

Thig title 1s composed of the Bankruptcy Act of July 1,
1808, ch. 641, 30 Stat. 544, as amended, sometimes calied
the Nelson Act.

Speclal attentlon 1is directed to the Chandler Act of
June 22, 1638, ch. 6575, 52 Stat. 883, which revised thls title
generally and materinliy amended the provisions covering
corporate reorganizatlons. See note under section 1 of
this title,

Earlier bankruptey laws Included the following acts:

Apr. 4, 1800, ch. 19, 2 Stat. 19, repealed Decc, 18, 1803,
ch. 6, 2 Stat, 248;

Aug. 18, 1841, ch. 8, 5 Stat. 440, repealed Mar. 3, 1843,
ch. 82, 5 8tat, 614;

Mar. 2, 1867, ch. 176, 14 Stat. 517, the provisions of
which were Incorporated in Rev. Stat. Title LXI,
§§ 4972—5132, were materinlly amended June 22,
1874, ch, 300, 18 Stat. 178, and were repealed June
7, 1878, ch. 160, 20 Stat. 88,

COMMISSION ON THE BANKRUPTCY LAWS
OF THE UNITED STATES

Pub. L. 81-354, July 24, 1870, 84 Stat. 468, provided:
“SEC. 1. [Establishment; Purpose; Report; Termination|
(a) Thero is hereby establlshed a commission to be
known as the Commlission on the Bankruptcy Laws of
the United States (hereinafter referred to as the
Commission).

"(b) The Commission shall study, analyze, evaluate,
and recommend changes to the Act entitled '‘An Act to
establish a uniform system of bankruptcy throughout the
United States’, approved July 1, 1898 (30 Stat. 544), as
amended (title 11, United States Code) |[this title], in
order for such Act [this title] to refiect and adequately
meet the demands of present technical, financial, and
commerclal activitles. The Commisslon's study, analysls,
and evaluation shall include a consideration of the basic
philosophy of bankruptcy, the causes of bankruptcy, the
possible alternatives to the present system of bankruptey
administration, the applicability of advanced manage-
ment techniques to achieve economies in the administra-
tion of the Act [thls title], and all other matters which
the Commission shall deem relevant.

“(¢) The Commission shall submit a comprehenslve
report of its activities, Including its recommendations, to
the President, the Chlef Justlce of the United States, and
the Congress with!n two years after the date of enactment
of the joint resolution [July 24, 1970]. Upon the filing of
such report, the Commission shall cease to exlst.
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“SEC. 2. [Membership; Appointment; Compensation;
Erpenses] (a) The Commission shall be composed of the
following members appointed as follows:

*“(1) three members appointed by the President or
the United States, one of whom shall be designated as
Chairman by the President;

*{2) two Members of the Senate, one from each of
the two major political parties, appointed by the Presi-
dent of the Senate;

*(3) two Membcrs of the House of Representatives,
one from each of the two major political parties, ap-
pointed by the Speaker of the House of Representatives;
and

*'(4) two appointed by the Chief Justice of the
United States.

“(b) Five members of the Commlssion shall consti-
tute a quorum,

*{c) A vacancy in the Commission shall not affect its
powers. Any vacancy shall be filled in the manner in
which the original appointment was made.

“(d) Referees in bankruptcy and any other employees
of the Federal Government who are members of the
Commission shall serve without additional compensation,
Each member from private Hfe shall receive $100 per diem
for each day (including traveltime) during which he Is
engaged in the actual performance of his duties ns 1 mem-
ber of the Commission. All members of the Comunission
shall be reimbursed for travel, subslstence, and other nec-
essary expenses incurred by them in the performance ot
their duties.

“Sec. 3. [Personnel] The Commission shall have the
power to appoint and fix the compensation of such per-
sonnel as may be necessary to carry out the provislons of
this joint resolution. Such appointments shall be with-
out regard to the provisions of title 5, United States Code,
governing appointments in the competitive service, and
such compensation shall be paid without regard to the
provisions of chapter 61 and subchapter 1I1 of chapter 53
of such title relating io classification and General Sched-
ule pay rates.

“"Sec. 4. [Powers and Authority| To carry owut the pur-
poses of thls joint resolution, the Commission shall
have the authority, within the limits of available
appropriations—

*(1) to obtain any research or otlier assistance it
deems necessary;

**(2) to prescribe such rules and regulations as it
deems necessiry governing the manner of its operations
and its organization and personnel;

*“(3) toenter into contracts or other arrangements, or
modifications thereof, and such contracts or other ar-
rangements or modifications thereof may be entered
into without legal consideration, without performance
or other bonds, and without regard to section 3709 of
the Revlsed Statutes, as amended (41 US.C.5);

*“(4) to make advance, progress, and other payments
which it deems necessary without regard to the pro-
vislons of section 3648 of the Revised Statutes, as
amended (31 U.S.C. 6528);

“(5) to accept and utilize the services of voluntary
and uncompensated personnel and reimburse them for
travel expenses, including per dlem, as authorized by
section 6703 of title 5, United States Code; and

‘(8) to acquire by lease, loan, gift, bequest, or devise,
and to hold and dispose of by sale, lease, or loan, real
or personal property of all kinds necessary for or result-
ing from the exerclse of authority under this joint
resolution.

“8Sec. b, [Cooperation of Other Agencies] Any office, de-
partment, agency, or Instrumentality of the cxecutive or
Judictal branches of the United States Goveriiment shall
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furnish to the Commission, upon a reimbursable basis,
such advice, Information, and records as the Commission
may require for the performance of its dutles.

“Sec. 6. |Authorization of Appropriations] There are
authorized to be appropriated out of the Salaries and Ex-
penses Fund created pursuant to section 40c(4) of the
Bankruptcy Act (11 U.S.C. 68¢c(4)) to the Commission
such sums, but not more than $600,000, as may be neces-
sary to carry out the provisions of this jeint resolution.”

Chapter 1.—DEFINITIONS
Sec,

1, Meaning of words and phrases.

CHAPTER REFERRED TO IN OTHER SECTIONS

Thic chapter is referred to in sections 45, 502, 781, 802,
886, 1002, 1069 of this title.

§ 1. Meaning of words and phrases.

The words and phrases used in this title and in
proceedings pursuant hercto shall, unless the same
be inconsistent with the context, be construed as
follows:

(1) “A person against whom a petitlon has
been filed” shall include a person who has filed
a voluntary petition;

(2) “Adjudication” shall mean a determina-
tion, whether by decree or by operation of law,
that a person is a bankrupt;

(3) *“Appellate courts” shall include the United
States courts of appeals and the Supreme Court
of the United States;

(4) “Bankrupt” shall include a person against
whom &an involuntary petition or an application
to revoke a discharge has been filed, or who has
filed a voluntary petition, or who has been ad-
judged a bankrupt;

(5) “Bona-fide purchaser” shall include a
bona-fide encumbrancer or pledgee and the trans-
feree, immediate or mediate, of any of them;

(5a) “Circuit’ shall mean judicial circuit;

(8) “Clerk” shall mean the clerk of a court of
bankruptcy;

(1) “Conceal” shall include secrete, falsify, and
mutilate;

(7a) “Conference” shall mean the Judicial
Conference of the United States;

(8) “Corporation” shall include all bodies hav-
ing any of the powers and privileges of private
corporations not possessed by individuals or part-
nerships and shall include partnership associa-
tions organized under laws making the capital
subscribed alone responsible for the debts of the
association, joint-stoc). companies, unincorporated
companies and associations, and any business
conducted by a trustee or trustees wherein bene-
ficial interest or ownership is evidenced by certifi-
cate or other written instrument;

(8a) ‘“‘Council” shall mean the Judicial Council
of the circuit;

(9) “Court” shall mean the judge or the referee
of the court of bankruptcy in which the proceed-
ings are pending;

(10) “Courts of bankruptey” shall include the
United States district courts and the district
courts of the Territorles and possessions to which
this title is or may hereafter be applicable;

(11) “Creditor” shall include anyone who owns
a debt, demand, or claim provable in bankruptey,
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and may include his duly authorized agent, at-
torney, or proxy,

(12) “Date of adjudication" shall mean the
date of the filing of any petition which operates
as an adjudication, or the date of entry of a de-
cree of adjudication, or if such decree is appealed
from, then the date when such decree is finally
confirmed or the appeal is dismissed;

(13) “Date of bankruptcy”, “time of bank-
ruptey”, “‘commencement of proceedings”, or
“bankruptcy”, with reference to time, shall mean
the date when the petition was filed;

(14) “Debt"” shall include any debt, demand, or
claim provable in bankruptcy;

(14a) “Director” shall mean the Director of the
Administrative Office of the United States Courts;

(15) "Discharge” shall mean the release of a
bankrupt from all of his debts which are provable
in bankruptcy, except such as are excepted by this
title;

(18) “Document” shall include any book, deed,
record, paper, or instrument in writing;

(17) “Farmer” shall mean an individual per-
sonally engaged in farming or tillage of the soil,
and shall include an individual personally en-
gaged in dairy farming or in the production of
poultry, livestock, or poultry or livestock products
in their unmanufactured state, if the principal
part of his income is derived from any one or
more of such operations;

(18) “Holiday" shall include New Year's Day,
Washington’s Birthday, Memorial Day, Independ-
ence Day, Labor Day, Veterans Day, Christmas
Day, and any day appointed as a holiday or as a
day of public fasting or thanksgiving by the
President or the Congress of the United States, or
by the Governor or the Legislature of the State
in which the proceeding under this title is filed
or pending;

(19) A person shall be deemed insolvent within
the provisions of this title whenever the aggregate
of his property, exclusive of any property which
he may have conveyed, transferred, concealed, re-
tnoved, or permitted to be concealed or removed,
with intent to defraud, hinder, or delay his cred-
itors, shall not at a fair valuation be sufficient in
amount to pay his debts;

(20) “Judge” shall mean a judge of a court of
bankruptcy, not including the referee;

(21) “Oath” shall include affirmation;

(22) “Officer” shall include clerk, marshal, re-
ceiver, custodian, referee, and trustee, and the im-
posing of a duty upon, or the forbidding of an act
by, any officer shall include his successor and any
person authorized by law to perform the duties of
such officer;

(23) “Persons’ shall include corporations, ex-
cept where otherwise specified, and officers, part-
nerships, and women, and when used with refer-
ence to the commission of acts which are forbidden
under this title shall include persons who are
participants in the forbidden acts, and the agents,
officers, and members of the board of directors or
trustees or of other similar controlling bodies of
corporations;
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(24) “Petition’” shall mean a document filed in
a court of bankruptcy or with a clerk thereof
initiating a proceeding under this title;

(25) ““To record” shall include to register or to
file for record or registration;

(26) “Referee” shall mean the referee who has
jurisdiction of the case or to whom the case has
been referred or anyone acting in his stead;

(27) *Relatives” shall mean persons related by
affinity or consanguinity within the third degree
as determined by the common law and shall in-
clude the spouse;

(28) “Secured creditor’” shall include a creditor
who has security for his debt upon the property
of the bankrupt of a nature to be assignable under
this title or who owns such a debt for which some
endorser, surety, or other person secondarily liable
for the bankrupt has such security upon the
bankrupt's assets;

(29) “States’ shall include the Territories and
possessions to which this title is or mav hereafter
be applicable, Alaske, and the District of Co-
fumbia;

(29a) Statutory llen shali mean a lien arising
solely by force of statute upon specified clrcum-
stances or conditions, but shall not include any
lien provided by or dependent upon an agreement
to glve security, whether or not suc.i llen is also
provided by or is also dependent upon statute and
whether or not the agreement cr llen is made fully
effective by statute.

(30) ‘“Transfer” shall include tl.e sale and every
other and different mode, direct or indirect, of
disposing of or of parting with property or with
an interest therein or with the possession thereof
or of fixing a lien upon property or upon an in-
terest therein, absolutely or conditionally, volun-
tarily or involuntarily, by or without judicial pro-
ceedings, as a conveyance, sale, assignment, pay-
ment, pledge, mortgage, lien, encumberance, gift,
security, or otherwise; the retention of a security
title to property delivered to a debtor shall be
deemed a transfer suffered by such debtor;

(31) “Trustee’ shall include all of the trustees
and “receiver’” shall inclu-ie all of the receivers of
an estate;

(32) “Wage earner” shall mean an individual
who works for wages, salary, or hire, at a rate of
compensation not exceeding $1,500 per year;

(33) Words importing the mascullne gender
may be applied to and include all persons;

(34) Words importing the plural number may
be applied to and mean only a single person or
thing; and

(35) Words importing the singular number may
be applied to and mean several persons or things.

(July 1, 1898, ch. 541, § 1, 30 Stat. 544; Apr. 12, 1500,
ch. 191, § 34, 31 Stat. 84; Mar. 3, 1909, ch. 269, § 1, 35
Stat. 838; May 27, 1926, ch. 406, § 1, 44 Stat. 662;
June 22, 1938, ch. 575, § 1, 52 Stat. 840; June 28,
1946, ch. 512, § 1, 60 Stat. 323; July 7, 1952, ch. 579,
$ 1, 66 Stat. 420; June 23, 1959, Pub. L. 86-64, § 1, 73
Stat. 109; July 5, 1966, Pub. L. 89-495, § 1, 80 Stat.
268.)
CODIFICATION

“Veterans Day” was substituted for “Armistice Day" in
par. (18) to conform to act June 1, 1964, ch. 250, 68

TITLE 11.—BANKRUPTCY §1

Stat. 168. See section 6103a of Title 5, Government
Organization and Employees.

AMENDMENTS

1966-—Par. (29a). Pub. L. 89-485 added par. (20a).

1859—Par. (2). Pub. L. 86-64, §1(a), substituted *'a
determination, whether by decree or by operation of law,
that a person is a bankrupt” for “a decree that a person
is a bankrupt.”

Par. (12). Pub. L. 86-64, § 1(b), included the date
of the flling of any petition which operates as an adjudi-
cation within the definition of ‘“date of adjudication.”

1952—Pars. (3), (6a), (7a), (8n), (10), (14a), (24),
and (30). Act July 7, 1852, redefined the terms contained
within sald paragraphs.

1846—Pars. (6a), (7a), (B8a), and (14a). Act June 28,
1946, added pars. (ba), (7n), (8a), and (14a).

1938—Pars. (6), (12), (17). (26), and (27). Act June
22, 1838, added pars. (5), (12), (17), (25), and (27).

Pors. (2)—(4), (8)—(11), (13), (16), (18), (22)—
(24), (30), (31), (33), and (34), formerly (2)—(4), (6)—
(9), (10), (13), (14), (18)—(20), (25), (26), (28), and
(28), respectively, amended by act June 22, 1938.

Pars. (1), (8), (7), (14), (16), (18)—(21), (26),
(28), (20), (32), and (35), formerly (1), (6), (22), (11),
(12), (15)—(17), (21), (23), (24), (27), and (30), respec-
tively, reenacted without change by act June 22, 1038,

EFFECTIVE DATE OF 1052 AMENDMENT

Section 57 of act July 7, 1952, provided that: "This
amendatory Act [Act July 7, 1952] shall take effect and
be In force on and after three months from the date of
its approval [July 7, 1962].”

EFFECTIVE DATE OF 19406 AMENDMENT

Sectlon 18 of act June 28, 1946, provided in part that
the amendment of this section by act June 28, 1846,
should be effective on June 28, 10486,

SHORT TITLE

Congress by act Dec. 20, 1950, ch. 1138, 64 Stat, 1113,
amended act July 1, 1808, to authorize that act July
1, 1898, this title, be popularly known as the “Bankruptcy
Act”,

REPEALS; SAVINGS CLAUSE

Sectlon b5 of act July 7, 1952, provided that:

“(a) ANl Acts or parts of Acts inconsistent with any
provistons of this amendatory Act [Act July 7, 1952] are
hereby rcpealed.

“(b) If any provision of this amendatory Act [Act July
7, 1952] or the application thereof to any person or cir-
cumstances Is held invalld, such invalldity shall not aflect
other provisions or applcations of this amendatory Aut
[Act July 7, 1852] which can be given effect without the
invalid provislon or application, and to this end the
provisions of this amendatory Act [Act July 7, 10562} are
declared to be severable.”

ErFFECT OF 1952 AMENDATORY ACT

Section 56 of act July 7, 1952, provided that:

*(a) Nothing herein contained shall have the effect to
release or extinguish any penalty, forfeiture, or liabitity
fncurred under any Aet or Acts of which this Act [Act
Jutly 7, 1052] is amendatory.

“(b) The provisions of this amendatory Act [Act July
7,1052] shall govern proceedings so far :s practicable and
applicable in cases pending when it takes effect; but
proceedings in cases then pending to which the provistons
of this amendatory Act [Act July 7, 1052] are not ap-
plicable shall be disposed of conformably to the provisions
of satd Act approved July 1, 1898, and the Acts amenda-
tory thereof and supplcmentary thereto.”

CHANDLER ACT; CONSTRUCTION; EFFECTIVE DATE

Sectlions 5—7 of act June 22, 1938, which act 1s popu-
Iarly known as the *Chandler Act,” provided that:

“SEC. 5. SEVERABILITY; HEADINGS—a. If any provision
of this amendatory Act or the application thereof to
any person or circumstances s held invalid, such in-
validity shall not affect other provisions or applica-
tions of thls amendatory Act which can be glven effcet
without the Invalid provision or applieation, and to
this end the provisions of this amendatory Act are declared
to be severable.
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“b. Sections and subdlvision headings shall not be taken
to govern or limit the scope of the sections or subdivisions
to which they relate.

“Sgc. 6. EFFECT OF THIS AMENDATORY ACT—A&. Noth-
ing herein contalned shall have the effect to release
or extinguish any penalty, forfeiture, or labflity incurred
under any Act or Acts of which this Act 1s amendatory.

“b. Except as otherwise provided in this amendatory
Act, the provisions of this amendatory Act shall govern
proceedings so far as practicable In cases pending when it
takes effect; but proceedings in cases then pending to
which the provisions of this amendatory Act are not ap-
plicable shall be disposed of contformably to the provisions
of sald Act approved July 1, 1898, and the Acts amendatory
thereot and supplementary thereto.

“SEc. 7. This amendatory Act shall take eflect and be in
force on and after three months from the date of its
approval.”

ADMISSION OF ALASKA AND HAWAII TO STATEHOOD

Alaskn was admitted into the Unlon on Jan. 3, 1969,
upon the Issuance of Proc. No. 3269, Jan. 3, 1959, 24
F.R. 81, 73 Stat. c16, and Hawall was admitted into the
Unlion on Aug. 21, 1959, upon the lssuance of Proc. No.
3308, Aug. 21, 1869, 24 F.R. 6868, 73 Stat. c74. For Alaska
Statehood Law, see Pub. L. 85-508, July 7, 1958, 72 Stat.
339, set out as a note preceding sectidn 21 of Title 48,
Territories and Insular Possesslons. For Hawall State-
hood Law, see Pub. L. 86-3, Mar. 18, 19569, 73 Stat. 4, set
out as a note preceding section 491 of Title 48.

CROSS REFERENCES

Repeals, saving provisions, and effect of catchlines of
act June 28, 1946, see note set out under section 62
of this title.

Wage earner defined for purposes of chapter 13, see
section 1006(8) of this title.

Chapter 2.—COURTS OF BANKRUPTCY

Sec.
11, Creation of courts of bankruptcy and their juris-
diction.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter 1s referred to in sectlons 45, 76, 502, 781,
802, 886, 1002, 1069 of this title.

§ 11. Creation of courts of bankruptcy and their juris-
diction.

(a) The courts of the United States hereinbefore
defined as courts of bankruptcy are created courts
of bankruptcy and are invested, within their respec-
tive territorial limits as now established or as they
may be hereafter changed, with such jurisdiction
at law and in equity as will enable them to exercise
original jurisdiction in proceedings under this title,
in vacation, in chambers, and during their respec-
tive terms, as they are now or may be hereafter
held, to—

(1) Adjudge persons bankrupt who have had
their prineipal place of business, resided, or had
their domicile within their respective territorial
jurisdictions for the preceding six months, or for
a longer portion of the preceding stx months than
lp any other jurisdiction, or who do not have their
principal place of business, reside, or have their
domicile within the United States, but have prop-
erty within their jurisdiction, or in any cases
transferred to them pursuant to this title;

(2) Allow claims, disallow claims, reconsider
allowed or disallowed claims, and allow or dis-
aliow them against bankrupt estates;

(2A) Hear and determine, or cause to be heard
and determined, any question arising as to the
amount or legality of any unpaid tax, whether or
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not previously assessed, which has not prior to
bankruptcy been contested before and adjudicated
by a judicial or administrative tribunal of com-
petent jurisdiction, and in respect to any tax,
whether or not paid, when any such question has
been contested and adjudicated by a judicial or
administrative tribunal of competent jurisdiction
and the time for appeal or review has not expired,
to authorize the receiver or the trustee to prosecute
such appeal or review;

(3) Appoint, upon the application of parties in
interest, receivers or the marshals to take charge
of the property of bankrupts and to protect the
interests of creditors after the filing of the peti-
tion and until it is dismissed or the trustee is
qualified; and to authorize such receiver, upon
his application, to prosecute or defend any pend-
ing suit or proceeding by or against a bank-
rupt or to commence and prosecute any suit or
proceeding in behalf of the estate, before any
judictal, legislative, or administrative tribunal
in any jurisdiction, until the petition is dismissed
or the trustee is qualified: Provided, however, That
the court shall be satisfled that such appoint-
rient or authorization is necessary to preserve the
estate or to prevent loss thereto;

(4) Arraign, try, and punish persons for vio-
lations of this title, in accordance with the laws
of procedure of the United States now in force, or
such as may be hereafter enacted, regulating
trials for the alleged violation of laws of the
United States;

(5) Authorize the business of bankrupts to be
conducted for limited periods by receivers, the
marshals, or trustees, if necessary in the best
interests of the estates, and allow such officers
additional compensation for such services, as pro-
vided in section 76 of this title;

(6) Bring in and substitute additional persons
or parties in proceedings under this title when
necessary for the complete determination of a
matter in controversy;

(7) Cause the estates of bankrupts to be col-
lected, reduced to money, and distributed, and
determine controversies in relation thereto, except
as herein otherwise provided, and determine and
liquidate all inchoate or vested interests of the
bankrupt's spouse in the property in any estate
whenever, under the applicable laws of the State,
creditors are empowered to compel such spouse
to accept a money satisfaction for such interest;
and where in a controversy arising in a pro-
ceeding under this title an adverse party does not
interpose objection to the summary jurisdiction
of the court of bankruptcy, by answer or motion
filed before the expiration of the time prescribed
by law or rule of court or fixed or extended by
order of court for the filing of an answer to the
petition, motion or other pleading to which he is
adverse, he shall be deemed to have consented to
such jurisdiction;

(8) Close estates, by approving the final ac-
counts and discharging the trustees, whenever it
appears that the estates have been fully admin-
istered or, if not fully administered, that the
parties in interest will not furnish the indemnity
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necessary for the expenses of the proceeding or
take the steps necessary for the administration
of the estate; and reopen estates for cause shown;

(9) Confirm or reject arrangements or plans
proposed under this title, set aside conflrmations
of arrangements or wage-earner plans and rein-
state the proceedings and cases;

(10) Consider records, findings, and orders cer-
tifled to the judges by referees, and confirm,
modify, or reverse such findings and orders, or
return such records with instructions for further
proceedings;

(11) Determine all claims of bankrupts to their
exemptions;

(12) Discharge or refuse to discharge bank-
rupts, set aside discharges, determine the dis-
chargeability of debts, and render judgments
thereon;

(13) Enforce obedience by persons to all lawful
orders, by fine or imprisonment or fine and im-
prisonment;

(14) Extradite bankrupts from their respective
districts to other districts;

(15) Make such orders, issue such process, and
enter such judgments, in addition to those specifi-
cally provided for, as may be necessary for the en-
forcement of the provisions of this title: Pro-
vided, however, That an injunction to restrain a
court may be issued by the judge only;

(16) Punish persons for contempts committed
before referees;

(17) Approve the appointment of trustees by
creditors or appoint trustees when creditors fail
so to do; and, upon complaints of creditors or
upon their own motion, remove for cause receivers
or trustees upon hearing after notice;

(18) Tax costs, and render judgments therefor
against the unsuccessful party, against the suc-
cessful party for cause, in part against each of the
parties, and against estates, in proceedings under
this title;

(19) Transfer
bankruptcy;

(20) Exercise ancillary jurisdiction over per-
sons or property within their respective territorial
limits in aid of a receiver or trustee appointed in
any bankruptcy proceedings pending in any other
court of bankruptcy: Provided, however, That the
jurisdiction of the ancillary court over a bank-
rupt’'s property which it takes into its custody
shall not extend beyond preserving such property
and, where necessary, conducting the business of
the bankrupt, and reducing the property to money,
paying therefrom such liens as the court shall find
valid and the expenses of ancillary administra-
tion, and transmitting the property or its proceeds
to the court of primary jurisdiction;

(21) Require receivers or trustees appointed in
proceedings not under this title, assignees for the
benefit of creditors, and agents authorized to take
possession of or to liquidate a person's property to
deliver the property in their possession or under
their control to the receiver or trustee appointed
under this title or, where an arrangement or a
plan under this title has been confirmed and
such property has not prior thereto been delivered

cases to other courts of
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to a receiver or trustee apvointed under this title,
to deliver such property to the debtor or other
person entitled to such property according to the
provisions of the arrangement or plan, and in all
such cases to account to the court for the disposi-
tion by them of the property of such bankrupt
or debtor: Provided, however, That such delivery
and accounting shall not be required, except in
proceedings under section 205 and chapters 10 and
12 of this title, if the receiver or trustee was ap-
pointed, the assignment was made, or the agent
was authorized more than four months prior to
the date of bankruptcy. Upon such accounting,
the court shall reexamine and determine the pro-
priety and reasonableness of all disbursements
made out of sueh property by such receiver,
trustee, assignee, or agent, either to himself or to
others, for services and expenses under such re-
ceivership, trusteeship, assignment, or agency, and
shall, unless such disbursements have been ap-
proved, upon notice to creditors and other parties
in interest, by a court of competent jurisdiction
prior to the proceeding under this title, surcharge
such receiver, trustee, assignee, or agent the
amount of any disbursement determined by the
court to have been improper or excessive; and

(22) Exercise, withhold, or suspend the exercise
of jurisdiction, having regard to the rights or con-
venience of local creditors and to all other rele-
vant circumstances, where a bankrupt has been
adjudeed bankrupt by a court of competent juris~
diction without the United States.

(b) Nothing in this section contained shall be con-
strued to deprive a court of bankruptcy of any power
it would possess were certain specific powers not
herein enumerated. (July 1, 1898, ch. 541, §2, 30
Stat. 545; Apr. 12, 1900, ch. 191, § 34, 31 Stat. 84;
Feb. 5, 1903, ch. 487, § 1, 32 Stat. 797, Mar, 3, 1909,
ch. 269, § 1, 35 Stat. 838; June 25, 1910, ch, 412, §§ 1,
2, 36 Stat, 838, 839; May 27, 1926, ch. 406, § 2, 44 Stat.
662; June 22, 1938, ch, 575, § 1, 52 Stat. 842; July 7,
1952, ch. 579, § 2, 66 Stat. 420; Sept. 25, 1962, Pub.
L. 87-681, §§ 1, 2, 76 Stat. 570; July 5, 1966, Pub. L.
89-496, § 1, 80 Stat. 270; Oct. 19, 1970, Pub, L. 91467,

§ 1, 84 Stat, 990.)
AMENDMENTS

1970—Subd, (a) (12). Pub. L. 91-467 substituted “Dis-
charge or refuse to discharge bankrupts, set aside dis-
charges, determine the dischargeability of debts, and
render judgments thereon’ for “Discharge or refuse to
discharge bankrupts and set aslde discharges and reiu-
state the cases”.

1966—Subd. (a)(2A). Pub. L. 89-496 added par. (24).

1962—Subd. (a)(1). Pub. L. 87-681, §1, eliminated
provision authorizing courts of bankruptey to adjudge
persons bankrupt who have been adjudged bankrupts
by courts of competent jurisdiction without the United
States and have property within their Jurisdfction.

Subd. (n)(22). Pub, L. 87-081, § 2, added subd. (22).

1962—Subd. (a)(1). Act July 7, 1962, §2 (a), added
“or who have * * * pursuant to this title;",

Subd. (a)(7). Aet July 7, 1962, § 2 (b), added “and
where in a * * * to such jurisdiction;".

Subd. (a)(21). Aet July 7, 1952, §2 (e), inserted
“section 205" immedintely preceding ‘‘chapters 10 and 12
of this title”.

1938—Subd. (a)(21).
(a) (21).

Subd. (a), opening paragraph and (1), (3)., (4),
(7)—(10), (13), (15), (17), (18), (20), formerly first para-
graph and clauses thereof, amended by act June 22, 1638.

Act June 22, 1938, added subd.
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Subd. (a) (2), (6). (6). (11), (12), (14), (16), (18},
formerly clauses of the first paragraph, and subd. (b),
formerly the last paragraph, reenacted without change
by act June 22, 1938,

EFFECTIVE DATE OF 1970 AMENDMENT

Section 10 of Pub. L. 91-467 provided that: “The pro-
visfons of this amendatory Act [amending this section
and sections 32, 33, 35, 66 and 94 of this title] shall take
effect on and after sixty days from the date of its ap-
proval [Oct. 19, 1870] and shall govern proceedings In
all cases flled after such date.”

EFFECTIVE DATE oF 19066 AMENDMENT

Section 6 of Pub. L. 89—496 provided that: “Thls Act
{adding subd. (a)(2A) of this section and amending
sectlions 35(a) (1) and 104(a)(4) of this title] shall take
effect on the ninetleth day after the date of its enactment
[July 5, 1966]."

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment of section effective three months after
July 7, 1852, see note under section 1 of this title,

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 ot
this title.

SEPARABILITY OF PROVISIONS

Section 4 of Pub. L. 89-496 provided that: “If any pro-
vision of this Act, or any amendment made by it [adding
subd. (a)(2A) of this section and amending sections
35(a) (1) and 104(a) (4) of this title], or the application
thereof to any person or circumstance s held invalid,
such Invalldity shall not affect other provisions of this
Act, or other amendments made by 1it, or applications
thereof which can be given effect without the invaltd
provision or application.”

SaviNg PROVISION; PENDING PROCEEDINGS

Section 6 of Pub, L. 89-496 provided that:

“(a) Nothing In this Act, or In the amendments made
by it {adding subd. (a) (2A) of this section and amending
sectlons 36(a) (1) and 104(a) (4) of this title, shall operate
to release or extinguish any penalty, forfelture, or liability
incurred under the Bankruptcy Act [this title] before
the effective date of this Act [see Effective Date of 1966
Amendment note under this sectin.].

“(b) The amendments made by this Act [adding subd.
(1) (2A) of this sectton and amending sections 35(a) (1)
and 104(a) (4) of this title] shall govern proceedings so
far as applicable In cases pending when it takes effect.”

CRross REFERENCES

Jurisdiction and powers of bankruptcy courts in agri-
cuitural adjustment, corporate reorganization, rallroad
reorganization, and arrangement proceedings, see sections
206, 511—5617, 519—521, 711—716, and 811—816 of this
title.

Chapter 3.—BANKRUPTS
Sec.
21. Acts of bankruptcy.
22, Who may become bankrupts,
23. Partners.
24. Exemptions of bankrupts.
26. Dutles of bankrupts,
26. Death or insanity of bankrupts.
27. Protection of bankrupts.
28. Apprehension and extradition of bankrupts.
29. Suits by and against bankrupts.
30. Compositions; when confirmed.
31. Same; when set aside.
32. Discharges, when granted.
33. Discharges, when revoked.
34. Co-debtors, guarantors or sureties for bankrupts.
35. Dischargeability of debts.
(a) Debts not affected by discharge.
(b) Proceedings for debts dischargeable.
(c) Procedure.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to In sections 45, 502, 781, 802,
886, 1002, 1069 of this title.
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§ 21. Acts of bankruptcy.

(a) Acts of bankruptcy by a person shall consist
of his having (1) concealed, removed, or permitted
to be conrealed or removed any part of his property,
with intent to hinder, delay, or defraud his creditors
or any of them, or made or suffered a transfer of any
of his property, fraudulent under the provisions of
section 107 or 110 of this title; or (2) made or suf-
fered a preferential transfer, as defined in sub-
division (a) of section 96 of this title; or (3) suf-
fered or permitted, while insolvent, any creditor to
obtain a lien upon any of his property through legal
proceedings or distraint and not having vacated or
discharged such lien within thirty days from the
date thereof or at least five days before the date set
for any sale or other disposition of such property; or
(4) made a general assignment for the benefit of his
creditors; or (5) while insolvent or unable to pay his
debts as they mature, procured, permitted, or suf-
fered voluntarily or involuntarily the appointment
of a receiver or trustee to take charge of his prop-
erty; or (6) admitted in writing his inability to pay
his debts and his willingness to be adjudged a bank-
rupt.

(b) A petition may be flled against a person within
four months after the commission of an act of bank-
ruptey. Such time with respect to the third act of
bankruptcy shall expire four months after the date
the lien through legai proceedings or distraint was
obtained and, with respect to the first or fourth act
of bankruptey, sueh time shall not expire until four
months after the date when the transfer or assign-
ment became so far perfected that no bona fide pur-
chaser from the debtor could thereafter have ac-
quired any rights in the property so transferred or
assigned superior to the rights of the transferee or
assignee therein, and such time with respect to the
second act of bankruptcy shall not expire until four
months after the date when the transfer became
perfected as prescribed in subdivision (a) of section
96 of this title. i'or the purposes of this section,
it is sufficient if intent to hinder, delay or defraud
under the first act of bankruptcy, where such intent
is an element of such act, or if insolvency under the
second act of bankruptcy, exists either at the time
when the transfer was made or at the time when it
became perfected, as hereinabove provided.

(c) It shall be a complete defense to any proceed-
ings under the first act of bankruptey to allege and
prove that the party proceeded against was not in-
solvent as defined in this title at the time of the filing
of the petition against him. If solvency at such date
is proved by the alleged bankrupt, the proceedings
shall be dismissed. In such proceedings the burden
of proving solvency shall be on the alleged bankrupt.

(d) Whenever a person against whom a petition
has been filed alleging the commission of the second,
third, or fifth act of bankruptcy takes issue with and
denies the allegation of his insolvency or his inabil-
ity to pay his debts as they mature, he shall appear
in court on the hearing, and prior thereto if ordered
by the court, with his books, papers, and accounts,
and submit to an examination and give testimony as
to all matters tending to establish solvency or insol-
vency or ability or inability to pay his debts as they
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mature and, in case of his failure so to do, the burden
of proving solvency or ability to puy his debts as they
mature shall rest upon him. (July 1, 1898, ch, 541,
§ 3,30 Stat. 546; I'eb. 5, 1903, ch. 487, § 2, 32 Stat. 797;
May 27, 1926, ch. 4086, § 3, 44 Stat. 662; Junc 22. 1938,
ch. 575, § 1, 52 Stat. 844; July 7, 1952, ch. 579, § 3,

66 Stat. 421.)
AMENDMENTS

1952—8ubd. (a). Act July 7, 1952, §3 (n), correlated
the first two ncts of bankruptcy as set out in this sub-
division with scctions 96, 107, and 110 of this title, and
made a distraint under a landlord's warrant a legul
proceeding.

Subd. (b). Act July 7, 1952, §3 (b), made for the
purpose of the third act of bankruptcy, permitted a pe-
titlon to be flled within a four month period from the
date the iten was obtained, and made other clarifylng
and conformlng changes.

1038—Subd. (a) (1) and (2). Act June 22, 1938, re-
enucted subd. (a) (1) and (2) without change.

Subd. (a) (3) (formerly (3) and (4), (4) and (5)
formerly (6)), and (6) (formerly (6)), and subds. (b),
(c), and (d), were amended by act June 22, 1938,

Former subd. (e) and the closlng paragraph were not
reenacted as parts of this sectlon by act June 22, 1938,

EFFECTIVE DATE oF 1052 AMENDMENT
Amendment of section effective three months
July 7, 19562, sec note under section 1 of this title.
ErrECTIVE DATE AND CONSTRUCTION OF 1038 AMENDMENT

Effective dnte and construction of act June 22. 1938.
known as the Chandler Act, see note under section 1 of
this title.

after

§ 22, Who may hecome bankrupts.

(n) Any person, except a municipal, railroad, in-
surance, or banking corporation or a building and
loan association, shall be entitled to the benefits of
this title as a voluntary bankrupt.

(b) Any natural person, except a wage carner or
farmer, and any moneyed, business, or commercial
corporation, except a building and loan association, a
municipal, rallroad, insurance, or barking corpora-
tion, owing debts to the amount of $1,000 or over, may
be adjudged an involuntary bankrupt upon default
or an impartial triat and shall be subject to the provi-
stons and entitled to the benefits of this title. The
bankruptcey of a corporation shall not retease Its offi-
cers, the members of its board of directors or trustees
or of other similar controtling bodies, or its stock-
holders or members, as such, from any iiability under
the laws of a State or of the United States. The
status of an alleged bankrupt as a wage earner or
farmer shall be determined as of the time of the
commission of the act of bankruptcy. (July 1, 1898,
ch, 541, § 4, 30 Stat, 547; Feb. 5, 1903, ch, 487, § 3, 32
Stat. 797; June 25, 1910, ch. 412, §§ 3, 4, 36 Stat. 839;
Feb, 11, 1932, ch. 38, 47 Stat. 47; May 15, 1935, ch.
114, § 1, 49 Stat. 246; June 22, 1938, ch. 575, § 1, 52
Stat. 845.)

AMENDMENTS
1938—Subd. (a). Act June 22, 1938, reenacted subd.
(a) without change.

Subd, (b). Act June 22, 1938, consisting of former
sibd. (b) together with o concluding paragraph.

1935—Subd. (b). Act May 15, 1935, substituted
“farmer” for “person engaged chiefly in farming or the
tillage of the soll”.

1932—-Act Feb. 11, 1932, insertcd refcrences to bullding
and loan association,

47-500 0—71—vol, 2——062
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EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT
Effective dnte and construction of act Junc 22, 1938,
known as the Chandler Act, see note undcer section 1 of
this title,
SECTION REFERRED TO 1N OTHER SECTIONS

This section Is referred to in sections 706, 808 of this
title.

§23. Partners.

(a) A partnership, including a limited partnership
containing one or more general partners, during the
continuation of the partnership business or after its
dissolution and before the final settlement thercof,
may be adjudged a bankrupt either separately or
jointly with one or more or all of its general partners.

(b) A petition may be filed by one or more or all of
the general partners in the separate behalf of a part-
nership or jointly in behalfl of a partnership and of
the general partner or partners filing the same: Pro-
vided, however, That where a petition is filed in behalf
of a partnership by less than all of the general part-
ners, the petition shail allege that the partnership is
insolvent. A petition may be filed separately against
a partnership or jointly against a partnership and
one or more or all of its general partners.

(¢) The creditors of the bankrupt partnership shall
appoint the trustee, who shall be the trustee of the
individual estate of a gencral partner being adminis-
tered in the proceeding: Provided, however, That the
creditors of a general partner adjudged a bankrupt
may, upon cause shown, be permitted to appoint their
separate trustee for his estate. In other respects, so
far as possible, the partnership estate shall be admin-
istered as herein previded for other estates.

(d) The court of bankruptcy which has jurisdiction
of one of the general partners may have jurisdiction
of all the gencral partners and of the administration
of the partnership and individuai property.

(e) The trustee or trustees shall keep scparate ac-
counts of the partnership property and of the prop-
erty belonging to the individual general partners.

(f) The expenses shall be paid from the partner-
ship property and the individual property in such
proportions as the court shall determine.

(g) The net proceeds of the partnership property
shall be appropriated to the payment of the partner-
ship debts and the net proceeds of the individual
estate of each general partner to the payment of his
indivldual debts, Should any surplus remain of the
property of any general partner after paying his
individuai debts, such surplus shall be added to the
partnership assets and be applied to the payment of
the partnership debts. Should any surplus of the
partnership property remain after paying the part-
nership debts, such surplus shall be distributed
among the individual partners, general or limited, or
added to the estates of the general partners, as the
case may be, in the proportion of their respective
interests in the partnership and in the order of dis-
tribution provided by the laws of the State applicable
thereto.

(h) The court may permit the proof of the claim of
the partnership estate against the individual estates.
and vice versa, and may marshal the asscts of the
partnership estate and individuat estates so as to pre-
vent preferences and secure the equitable distribution
of the property of the several estates.
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(1) Where all the general partners are adjudged
bankrupt, the partnership shall also be adjudged
bankrupt. In the event of one or more, but not all
of the general partners of a partnership being ad-
judged bankrupt, the partnership property shall not
be administered in bankruptcy, unless by consent of
the general partner or partners not adjudged bank-
rupt; but such general partner or partners not ad-
judged bankrupt shall settle the partnership business
as expeditiously as its nature will permit and account
for the Interest of the general partner or partners
adjudged bankrupt.

(}) The discharge of a partnership shall not dis-
charge the individual general partners thereofl from
the partnership debts. A general partner adjudged
a bankrupt either in a joint or separate proceeding
may, pursuant to the provisions of this title, obtain
a discharge from both his partnership and individual
debts.

(k) If a Hmited partnership is adjudged bankrupt,
any limited partner who is individuatly liable under
the laws of the United States or of any State for any
of the partnership debts shall be deemed a general
partner as to such debts and, if he is insolvent, shall
be subject to the provisions and entitled to the bene-
fits of this title, as in the case of a general partner.
(July 1, 1898, ch. 541, § 5, 30 Stat. 547; June 22, 1938.
ch 575, § 1, 52 Stat. 845.)

AMENDMENTS

1938—Subds. (b), (}), and (k). Act of June 22, 1938,
added subds. (b), (J), and (k).

Subds. (n), (d). (e), (g), and (1), formerly (a)}, (c),
(d), (f), and (h), respectively, amended by act June 22,
1938.

Subds. (¢}, (f), and (h), formerly (b), (e), and (g),
respectively, reenacted without change by act June 22,
1938.

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

§24. Exemptions of hankrupts.

This title shall not affect the allowance to bank-
rupts of the exemptions which are prescribed by the
laws of the United States or by the State laws in
force at the time of the filing of the petition in the
State wherein they have had their domicile for the
six months immediately preceding the filing of the
petition, or for a longer portion of such six months
than in any other State: Provided, however, That
no sueh allowance shall be made out of the property
which a bankrupt transferred or concealed and which
is recovered or the transfer of which is avoided under
this title for the benefit of the estate, except that,
where the voided transfer was made by way of secu-
rity only and the property recovered is in excess of
the amount secured thereby, such allowance may be
made out of such excess. (July 1, 1898, ch. 541, § 6,
30 Stat. 548; June 22, 1938, ch. 575, § 1, 52 Stat. 847.)

AMENDMENTS
1838—Act June 22, 1938, allowed exemptions prescribed
by the laws of the Unlted States, reworded provislon re-
lating o portion of the domicillary period, and added
the proviso.

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective datc and construction of act Junc 22, 1938,
known as thc Chandler Act, see note under section 1 of
this title.
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§ 25. Duties of bankrupts.

(a) The bankrupt shall (1) attend at the first
meeting of his creditors, at the hearing upon objec-
tions, if any, to his application for a discharge and at
such other times as the court sball order; (2) com-
ply with all lawful orders of the court; (3) examine
and report to his trustee concerning the correctness
of all proofs of claim flled against his estate; (4)
execute and deliver such papers as shall be ordered
by the court; (5) execute and deliver to his trustee
transfers of all his property in foreign countries;
(6) immediately inform his trustee of any attempt
by his creditors or other persons to evade the provi-
sions of this title coming to his knowledge; (7) in
case of any person having to his knowledge proved
a false claim against his estate, disclose that fact
immediately to his trustee; (8) prepare, make oath
to, and file in court within five days after adjudica-
tion, if an involuntary bankrupt, and with his peti-
ticn, if a voluntary bankrupt, a schedule of his
property, showing the amount and kind of property,
the location thereof and its money value, in detail;
and a list of all his creditors, including all persons
asserting contingent, unliquidated, or disputed
elaims, showing their residences or places of busi-
ness, if known, or if unknown that fact to be stated,
the amount due to or claimed by each of them, the
considerntion thereof, the security held by them, if
any, and what claims, if any, are contingent, un-
Haquidated or disputed; and a claim for such exemp-
tions as he may be entitled to; all in triplicate, one
copy for the clerk, one for the referee, and one
for the trustee: Provided, however, That the court
may for cause shown grant further time for the fil-
ing of such schedules if, with his petition in a volun-
tary proceeding or with his application to have such
time extended in an involuntary proceeding, the
bankrupt files a list of all such creditors and their
addresses; (9) file in triplicate with the court at
least five days prior to the first meeting of his cred-
itors a statement of his affeirs in such form as may
be prescribed by the Supreme Court; (10) at the first
meeting of his creditors, at the hearing upon objec-
tions, if any, to his discharge and at such other times
as the court shall order, submit to an examination
concerning the conducting of his business, the cause
of his bankruptey, his dealings with his creditors and
other persons, the amount, kind, ard whereabouts
of his property, and, in addition, all matters which
may affect the administration and settlement of his
estate or the granting of his discharge; but no testi-
mony, or any evidence which is directly or indirectly
derived from such testimony, given by him shall be
offered in evidence against him in any criminal pro-
ceeding, except such testimony as may be given by
him in the hearing upon objections to his discharge:
Provided, however, That when the bankrupt is re-
quired to attend for examination, except at the first
meeting and at the hearing upon objections, if any,
to his discharge, he shall be paid actual and neces-
sary traveling expenses for any distance in excess
of one hundred miles from his place of residence at
the date of bankruptey: And provided further, That
the court may for cause shown, and upon such terms
and conditions as the court may impose, permit the
bankrupt to be examined at such place as the court
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may direct whether within or without the district in
which the proceedings are pending; and (11) when
required by the court, prepare, verify, and file with
the court in duplicate a detailed inventory, showing
the cost to him of his merchandise or of such other
property au may be designated, as of the date of his
bankruptey.

(h) Where the bankrupt is a corporation, its officers,
the members of its board of directors or trustees or
of other similar contiolling bodies, its stoekholders or
metnbers, or such of them as may be designated by
the court, shall perform the duties imposed upon the
bankrupt by this title. (July 1, 1898, ch. 541, § 7,
30 Stat. 548; May 27, 1926, ch. 406, § 4, 44 Stat. 663;
June 22, 1938, ch. 575, § 1, 52 Stat. 847; July 7, 1952,
ch. 579, §4, 66 Stat. 422; Oct. 15, 1970, Pub. L.
91-452, title IT, § 207, 84 Stat. 929.)

AMENDMENTS

1970—Subd. (a) (10). Pub, L. 91-452 added *“, or any
evidence which Is directly or indirectly derfved from such
testimony," following *but no testimony'.

1952—Suhd. () (8). Act July 7, 1952, permitted the
llst of creditors to contaln elther thelr residence or place
of business instead of only their residence as previously
requlred.

1038—Subds. (o) (9), (11), and (b).
1938, added subds. (a), (9), (11), and (b).

Subd. (a) (1), (3), (5), (8) and (10) (formerly open-
Ing paragraph (9)), and closing paragraph, amended
by act June 22, 1938.

Subd. (/) (2), (4), (6), and (7), formesly those clauses
of the opening paragraph, reenacted without change by
act June 22, 1038,

Act June 22,

EFFECTIVE DATE oF 1970 AMENDMENT
Amendment by Pub. L. 91-452 effectlve on the sixtieth
day following the date of enactment of Pub. L. 01-452,
which was approved Oct. 15, 1970, see sectlon 260 of Pub,
L. 01-452, set out as a note under sectlon 6001 of Title
18, Crimes and Criminal Procedure.
EFrecTIiVE DATE OF 1952 AMENDMENT
Amendment of section eflective three months after
July 7, 1952, see note under section 1 of this title,
EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under sectlon 1 of
this title.

SAVINGS PrROVISION

Amenhdment by Pub, L. 91-452 not to affect any im-
munity to which any indlvldual s entitled under thlis
sectlon by reason of any testimony glven before the six-
tieth day follewing Oct. 15, 1970, see sectlon 260 of Pub. L.
01-452, set out as a note under sectlo: ;001 of Title 18,
Crimes and Criminal Procedure,

CRross REFERENCES

Immunity of witnesses, see section 6001 et seq. of Title
18, Crimes and Crlminal Procedure.

SECTION REFERRED TO IN OTIER SECTIONS
Thls sectlon 1s referred to In section 205 of this title.

§26. Death or insanity of bankrupts.

The death or insanity of a bankrupt shall not abate
the proceedings, but the same shall be condueted and
concluded in the same manner, so {ar as possible, as
though he had not died or become insane: Provided,
That in case of death, the bankrupt’s right to exemp-
tion, if any, shall be preserved, and if the exempt
property has not already been set off or awarded to
him, it shall upon application be ordered set off and
awarded to the spouse or dependent children sur-
viving at his death to the exclusion of his personal
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representatives. (July 1, 1898, ch. 541, § 8, 30 Stat.
549; Junc 22, 1938, ch. 575, § 1, 52 Stat. 848)
AMENDMENTS
1038—Act June 22, 1038, substituted proviso for last
sentence relatlhg to widow's and children's rights to
dower and allowance fixed by State laws,
EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effectlve date and construction of act June 22, 1038,
known as the Chandler Act, sce note under sectlon 1 of
this title.

§ 27. Protection of hankrupts,

A hankrupt shall be exempt from arrest upon civil
process except in the following cases: (1) When
jssued from a court of bankruptcy for contempt or
disobedience of its lawful orders; (2) when issued
from a State court having jurisdiction, and when
served within such State, upon a debt or claim from
which his discharge in bankruptcy would not be a
release, and in sueh case he shali be exemipt from
such arrest when in attendance upon a court of
bankruptey or engaged in the performance of a duty
imposed by this title. (July 1, 1898, ch. 541, §9, 30
Stat. 549; June 22, 1938, ch. 575, § 1, 52 Stat. 848,

AMENDMENTS
1938—Sectlon, formerly subd, (n), reenacted without
change by act June 22, 1938,
Former subd. (b) reenacted as subd. (a) of sectlon
28 of thlis title by act June 22, 1938.
ErrecTIVE DATE AND CONSTRUCTION OF 1038 AMENDMENT

Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, sce note under section 1 of
thls title.

§ 28, Apprehension and extradition of bankrupts.

(a) The court may, during the pendency of a pro-
ceeding 1 bankruptey, upon application of the
receiver, trustee, or a creditor and upon satisfactory
proof by affidavit that the examination of such bank-
rupt is necessary for the proper administration of the
estate and that there is reasonable cause to believe
that such bankrupt is about to leave the district in
which he resides or has his principal place of busi-
ness to avoid examination, or that he has evaded
service of a subpena or of an order to attend for
examination, or that, having been served with a sub-
pena or order to attend for examination, he has
villfully disobeyed the same, issue to the marshal a
warrant directing him to bring such bankrupt forth-
witl1 before the court for examination. If, upon
hearing the cvidence of the parties, it shall appear
to the court that th~ allegations are true and that
it. is nccessary, the court shall fix bail conditioned
for his appearance for examination, from time to
time not excecding in all ten days, as required by
the court, and for his obedience to all lawful orders
mnade in reference thereto.

(b)Y Whenever any warrant for the apprehension
of a bankrupt shall have been issued under this title,
and he shall have been found within the jurisdiction
of a court other than the one issuing the warrant,
he may be extradited in the same manner as persons
under indictment are now cxtradited from one dis-
triet to another.

(¢) Where the bankrupt is a corporation, "bank-
rupt” for the purposes of this section shall include
its officers and the members of its board of directors
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or trustees or of other similar controlling bodies.
(July 1, 1898, ch. 541, §10, 30 Stat. 549; June 22,
1938, ch. 575, § 1, 52 Stat. 848.)

AMENDMENTS

1938—Subd. (a), formerly subd. (b) of section 27,
reenacted as a part of this section and amended by act
June 22, 1938.

Subd. (b}, formerly this entlre sectlon, amended by act
June 22, 1938.

Subd. (¢) added by act June 22, 1938,

EFFECTIVE DATE AND CONSTRUCTION OF 1038 AMENDMENT

Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under sectlon 1 of
this tltle.

CROSS REFERENCES

Extradition, see section 3181 et seq. of Title 18, Crimes
and Criminal Procedtire.

§ 29, Suits by and against bankrupts.

(a) A sult which is founded upon a claim from
which a discharge would be a release, and which is
pending against a person at the time of the filing of a
petition by or against him, shall be stayed until an
adjudication or the dismissal of the petition; if such
person is adjudged bankrupt, such action may be
further stayed until the question of his discharge is
determined by the court after a hearing, or by the
bankrupt’s filing a waiver of, or having lost, his right
to a discharge, or, in the case of a corporation, by its
failure to flle an appiication for a discharge within
the time prescribed under this title: Provided, how-
ever, That such stay shall be vacated by the court
if, in a proceeding under this title commenced within
six years prior to the date of the filing of the petition
in bankruptcy, such person has been granted a dis-
chavge, or has had a composition confirmed, or has
had an arrangement by way of composition con-
firmed, or has had a wage earner's plan by way of
composition confirmed.

(b) The court may order the recejver or trustee to
enter his appearance and defend any pending suit
against the bankrupt.

(c) A receiver or trustee may, with the approval of
thie court, be permitted to prosecute as receiver or
trustee any suit commenced by the bankrupt prior
to the adjudication, with iike force and effect as
though it had been commenced by him.

(d) Sulits shall not be brought against a person who
has acted as a receiver or trustee of a bankrupt
estate, upon any matter arising in connection with
the administration thereof, subsequent to two years
after the estate has been closed.

(e) A receiver or trustee may, within two years sub-
sequent to the date of adjudication or within such
further perfod of time as the Federal or State law
may permit, institute proceedings in behalf of the
estate upon any claim against which the period of
limitation fixed by Federal or State law had not ex-
pired at the time of the filing of the petition in bank-
ruptcy, Where, by any agreement, a period of limi-
tation is fixed for instituting a suit or proceeding
upon any claim, or for presenting or filing any claim,
proof of claim, proof of loss, demand, notice, or the
like, or where in any proceeding, judiciai or other-
wise, a period of limitatlon is fixed, either in such
proceeding or by applicable Federal or State law.
for taking any actlon, filing any clalm or pleading,
or dolng any act, and where in any such case such
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period had not expired at the date of the flling of
the petition in bankruptcy, the receiver or trustee
of the bankrupt may, for the benefit of the estate,
takc any such action or do any such act, required
of or permitted to the bankrupt, within a period of
sixty days subsequent to the date of adjudication or
within such further perlod as may be permitted by
the agreement, or in the proceeding or by applicable
Federal or State law, as the case may be.

(f) The operation of any statute r{ limitations of
the United States or of any State, affecting the debts
of a bankrupt provable under this title, shall be sus-
pended duriug the period from the date of the filing
or lost his right to a discharge, then untii the expira-
tion of thirty days after the date of the entry of an
order denying his discharge; or (2) if he has walived
or lost his right to a discharge, then until the expira-
tion of thirty days after the filing of such walver or
loss of such right or, in the case of a corporation, {f
no application for a discharge is flled within the
perlod of six months after the adjudication, then
unti] the expiration of thirty days after the end of
such period: or (3) untll thirty days after the dis-
missal of the bankruptcy proceedings, whichever
may first occur. (July 1, 1898, ch. 541, § 11, 30 Stat.
549: June 22, 1938, ch. 575, § 1, 52 Stat. 849; July 7,
1952, ch. 579, § 5, 66 Stat. 422.)

AMENDMENTS
1952—Subd. (a). Act July 7, 1862, deleted the proviso
“has been adjudicated a bankrupt or" following *such

person”.
1938—Subds. (a)—(d) amended by act June 22, 1838.
Subds. (e), (f) added by act of June 22, 1938.

EFFECTIVE DATE oF 1962 AMENDMENT

Amendment of section effective three months after
July 7, 1952, see note under section 1 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under sectlon 1 of
this title.

SECTION REFERRED TO IN OTIER SECTIONS
This section 1s referred to in sections 205, 516, 714, 814,
1014 of this title.

§30. Compositions; when confirmed.
CODIFICATION

Section, acts July 1, 1888, ch. 541, § 12, 30 Stat. 549;
June 25, 1910, ch. 412, §5, 36 Stat. 839; May 27, 1926,
ch. 408, § 5, 44 Stat. 663, and sections 31, 201, 202, 206,
and 207 of this title were amended and incorporated as
chapters 10, 11, 12, 13, and 14 of this title, by act June 22,
1938, ch. 575, § 1, 62 Stat. 840 (Chandler Act).

Subject matter of the various subdivisions comprlsing
this section was distributed by sald act June 22, 1938, ns
follows:

Section 30, subdivlsions: Present sections

L 721, 725, 735, 736, 821, 825, 826, 834,

836, 906, 1024, 1025, and 1033.
o JE Oy U S 762, 866, 868, and 1052.
Commmmmmmmm e memcamem 737 (3), 837 (3) and 1033.
< Uy 761, 766, 867, and 1056.
€ e e 767, 776, 881, 882, and 10066,

SAVINGS CLAUSE

Contlnuance of section In force with respect to certain
proceedings, see section 786 of this title.

§31. Same; when set aside.
CODIFICATION
Section, act July 1, 1898, ch. 541, § 13, 30 Stat. 550,

and sections 30, 201, 202, 206, and 207 of this title were
amended and incorporated as chapters 10, 11, 12, 13, and
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14, by act Juue 22, 1938, ch, 675, § 1, 62 Stat. 840 (Chan-
dler Act). Subject matter of s2ction s now contnined
in secttons 786, 011, and 1071 of this title.

§ 32. Discharges, when granted.

(a) The adjudication of any person, except a cor-
poration, shall operate as an application for a dis-
charge: Provided, That the bankrupt may, before
the hearing on such application, waive by writing,
filed with the court, his right to a discharge. A cor-
poration may, within six months after its adjudica-
tion, file an application for a discharge in the court
in which the proceedings are pending.

(b) (1) The court shall make an order fixing a time
for the flling of objections to the bankrupt's dis-
charge and a time for the filing of applications pur-
suant to section 35(c) (2) of this title to determine
the dischargeability of debts, which time or times
shall be not less than thirty days nor more than
ninety days after the first date set for the first meet-
ing of creditors. Notice of such order shall be given
to all parties in interest us provided in section 94(b)
of this title. The Court may, upon its own motion or,
for cause shiown, upon motion of any party in inter-
est, extend the time or times for flling such objec-
tions or applications.

(2) Upon the expiration of the time fixed in the
order for filing objections or of any extension of
such time granted by the court, the court shall dis-
charge the bankrupt if no objection has been filed
and if the filing fees required to be paid by this title
have been paid in full; otherwise, the court shall
hear such proofs and pleas as may be made in op-
position to the discharge, by the trustce, creditors,
the United States attorney, or such other attorney
as the Attorney General may designate, at such
time as will give the bankrupt and the objecting par-
ties a reasonable opportunity to be fully heard.

t¢) The court shall grant the discharge unless
satisfled that the bankrupt has (1) committed an
offense punishable by imprisonment as provided
under section 152 of Title 18; or (2) destroyed, mu-
tilated, falsified, concealed, or failed to keep or
preserve books of account or records, from which
his financial condition and business transactions
might be ascertained, unless the court deems such
acts or failure to have been justified under all the
circumstances of the case; or (3) while engaged
in business as a sole proprietor, partnership, or as
an execcutive of a corporation, obtained for such
business money or property on credit or as an ex-
tension or renewal of credit by making or publishing
or causing to be made or published in any manner
whatsoever a materlally false statement in writing
respecting his financial condition or the financial
condition of such partnership or corporation; or
(4) at any time subsequent to the first day of the
twelve months immediately preceding the filing of
the petition in bankruptcy, transferred, removed,
destroyed, or concealed, or permitted to be removed,
destroyed, or concealed, any of his property with
intent to hinder, delay, or defraud his creditors:;
or (5) in a proceeding under this title commenced
within six years prior to the date of the filing of
the petition in bankruptcy has been granted a dis-
charge, or had a composition or an arrangement by
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way of composition or a wage earner’s plan by way
of composition confirmed under this title; or (6)
in the course of a proceeding under this title re-
fused to obey any lawful order of, or to answer any
material question approved by, the court; or (7)
has failed to explain satisfactorily any losses of as-
sets or deficiency of assets to meet his liabilities; or
(8) has failed to pay the filing fees required to be
paid by this title in full; Provided, That if, upon the
hearing of an objection to a discharge, the objector
shall show to the satisfaction of the court that there
are reasonable grounds for believing that the bank-
rupt has committed any of the acts which, under
this subdivision, would prevent his discharge in
bankruptcy, then the burden of proving that he has
not committed any of such acts shall be upon the
bankrupt.

(d) When requested by the court, the United States
attorney, located in the judicial district in which the
hankruptcy proceeding is pending, or such other at-
torney as the Attorney General may designate, shall
examine into the acts and conduct of the bankrupt
and, if satisfled that probable grounds exist for the
denial of the discharge and that the public interest
so warrants, he shall oppose the discharge of such
bankrupt in like manner as provided in the case of a
trustee.

(e) If the bankrupt fails to appear at the hearing
upon the objections to his application for a dis-
charge, or having appeared refuses to submit him-
self to examination, or if the court finds after hear-
ing upon notice that the bankrupt has failed without
sufficient excuse to appear and submit himself to
examination at the first meeting of creditors or at
any meeting specially called for his examination,
he shali be deemed to have waived his right to a
discharge, and the court shall enter an order to
that effect.

(f) An order of discharge shall—

(1) declare that any judgment theretofore or
thereafter obtained in any other court is nv11 and
vold as a determination of the personal liability
of the bankrupt with respect to any of the follow-
ing: (a) debts not excepted from the discharge
under subdivision (a) of section 35 of this title;
(b) debts discharged under paragraph (2) of sub-
division (¢) of section 35 of this title; and (¢
debts determined to be discharged under para-
graph (3) of subdivision (¢) of section 35 of this
title; and

(2) enjoin all creditors whose debtis are dis-
charged from thereafter instituting or continuing
any action or employing any process to collect such
debts as personal liabilities of the bankrupt.

(g) An order of discharge which has become final
may be registered in any other district by filing
therein a certified copy of such order and when so
registered shall have the same effect as an order of
the bankruptcy court of the district where registered
and may be enforced in like manner.

(h) Within forty-five days after the order of dis-
charge becomes final the court shall give notice of
the entry thereof to all parties in interest as specified
in subdivision (b) of section 94 of this title, Such
notice shall also specify the debts, if any, theretofore
determined by the court to be nondischargeable, the
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debts, if any, as to which applications to determine
dischargeability are pending, and those contents of
the order of discharge required by subdivision (f) ol
this section, (July 1, 1898, ch, 541, § 14, 30 Stat. 550;
Feb, 5, 1903, ch. 487, § 4, 32 Stat. 797; June 25, 1810,
ch. 412, § 6, 36 Stat. 839; May 27, 1926, ch. 406, § 6,
44 Stat. 663; June 22, 1938, ch. 575, § 1, 52 Stat. 850;
May 24, 1949, ch. 139, §130, 63 Stat. 107; July 7,
1952, ch. 579, § 6, 66 Stat. 422; Sept. 2, 1957, Pub. L.
85-275, § 1, 71 Stat. 599; July 12, 1960, Pub, L. 86-621,
§1, 74 Stat. 408; Sept. 2, 1965, Pub, L. 89-166, 79
Stat. 646; Oct. 19, 1970, Pub. L. 91-467, §§ 2, 3, 84
Stat. 990,991)

AMENDMENTS

1970—Subd. (b). Pub. L. 91-467 spilt up existing pro-
vistons into pars. (1) and (2). and In pars. (1) and (2)
as so designated, required the court to make orders fixing
time for flling applications under section 35(c) of this
title in nddition to making orders fixing time for filing
objections to the bankrupt's discharge, latd down a maxi-
mum ttme limit of 90 days after the first date set for the
first meeting of creditors and struck out the lHmitation
on the court's power that the time may be extended onty
for the purpose of the examinatifon of the bankrupt.

Subds, (f)—(h). Pub. L. 91467 ndded subds. (f) to
(h).

1965—Subd. (b). Pub. L. 89-166 dcleted the payment
of fillng fees ns a prerequisite to the making of an order
fixing a time for the filing of objections and mnade the
payment of the flling fees n prerequisite to discharge

Subd. (¢). Pub. L. 80-166 ndded clause (8).

1860—Subd. (¢)(3). Pub. L. 86-621 limited the use
of fnlse financlal statements as n bar to discharge of
YLankrupts who furnished such false statements while
engaged {n business as n sole proprietor, partnership, or
an executive of a corporation.

1957—Subd. (b). Pub. L. 85-275 substituted pro-
visions requiring (1) the court, upon payment of
required fililng fees, to fix time for flling of ob-
Jectlons to bankrupt’s discharge, not less than thirty days
nfter first date set for first meeting of creditors and (2)
notice thereof to ail parties {n interest and permitting
extension of time for filing objections, for provisions re-
quiring (1) the court, nfter the bankrupt has been ex-
amined, either at first meeting of creditors or at meeting
specinlly fixed for that purpose, to fix time for filing of
objectici s to bankrupt's discharge; nnd (2) notice thercof
to all parties in Interest.

1952—Subd. (c) (5). Act July 7, 1952, §6 (n), mnde
the six year perfod within which objection can be made
to a discharge in a bankruptey proceeding run from the
date of the commencement of the prior proceeding rather
than the date of the discharge or {ts equivalent.

Subd. (e). Act July 7, 1952, §6 (b), substituted
“hearing upon the objection to his application for a
discharge,” {n Heu of “hearing upon his application for
a discharge’.

1949—Subd. (¢) (1). Act May 24, 1948, substituted
"section 152 of Title 18" for “this Act".

1938—Subd. (n) added by nct June 22, 1938.

Subds. (b) and (c). formerly subd. (b), were relettered
(b) nnd amended generally by act June 22, 1838, Former
subd. (c), which reinted to effect of n confirmntion of a
comnosition ns a discharge of bankrupt, wns omitted
from this section by act June 22, 1938.

Subds. (d) and (e) added by act June 22, 1938,

EFFECTIVE DATE OF 1870 AMENDMENT®
Amendment by Pub. L. 91-467 effective sixty days after
October 18, 1870, with such amendments to govern pro-
ceedings in all cases filed after such date, see, section
10 of Pub, L. 81-467, set out as a note under section 11
of this title,

EFFECTIVE DATE OF 1952 AMENDMENT
Amendinent of section effective three months after
July 7, 1052, see note under section 1 of this title.

TITLE 11.—-BANKRUPTCY

Page 2066

EFFECTIVE DATE AND CONSTRUCTION oF 1938 AMENDMENT
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of th s title
Cross REFFRENCES
Adjudieation of bankruptcy, see Form 11, Appendix to
this titie.
Adjudications, see seetlon 41 of this title.
Amendrments, see Gen. Ord. 11, Appendix to this title.
Arrangements, see section 701 et seq. of this titte.
Concenlment of nssets; false onths and clnims; bribing,
see sectlon 152 of Title 18, Crimes and Criminal
Procedure.
Debtors petition and schedules, sce Form 1, Appendix
to this title,
Debts not nffected by diseharge, see section 35 of this
title.
Definitions—
Adjudication, see section 1 (2) of thts title.
Bunkruptey, see section 1 (4) of this title.
Creditor, see section 1 (11) of this title,
Discharge, see section 1 (15) of this title.
Discharge of bankrupt, sce Form 45, Appendix to thls
title,
Duty of bankrupt to answer cuestions generally, see
sections 25 (p) and 44 (n) of this title.
Duty of bankrupt to comply with lawful orders, sce
section 25(n) (2) of thistitle.
Jurisdiction of referee to grant discharge, see section
66 (4) of this title.
Meceting of ereditors, see section 91 of this title.
Notlce of order fixing time for fillng objectlons to dis-
charge, see Form 43, Appendlx to this title.
Notices to creditors for filing objections to discharge,
see section 94 (b) of this title.
Opposition to discharge, see Gern ,Ord. 32, Appendix to
this title.
Order fixing time for filing objections to discharge, see
Forin 42, Appendix to this title,
Partnership petition, see Form 4, Appendix to this title,
Petition for discharge, see Gen. Ord. 31 and Form 41,
Appendix to this title.
Refusal to obey lnwful orders or to appear and testify,
as contempt, cee section 69 (n) of this title.
Retense of directors and stockholders from Hlabifity by
discharge of corporntion, see section 22 of this title.
Revocation of discharges, see sectlon 33 of this title.
Spectfiention of objections to diseharge, sce Form 44,
Appendix to this title.
Trustee's duty to oppose discharges when advisable to
do so, see section 75(a) (9) of this title.
Wage carners' plans, see section 1001 et seq. of this
title.
FEDERAL RULES OF CIVIL PROCEDURE

Discharge in bankruptcy ns afirmative defense, see rule
8 (c), Title 28, Appendix, Judiciary and Judicial Pro-
cedure.
SECTION REFERRED TO IN OTUER SECTIONS

This section Is referred to in section 35 of this title,

§33. Discharges, when revoked.

The court may revoke a discharge upon the appli-
cation of a creditor, the trustee, the United States
attorney, or any other party in interest, who has not
been guilty of laches, filed at any time within one
year after a discharge has been granted, if it shall
appear (1) that the discharge was obtained through
the fraud of the bankrupt, that the knowledge of the
fraud has come to the applicant since the discharge
was granted, and that the facts did not warrant the
discharge; or (2) that the bankrupt, before or after
discharge, received or became entitled to recelve
property of any kind which is or which became a
part of the bankrupt estate and that he knowingly
and frauduiently falled to report or to deliver such
property to the trustee; or (3) that the bankrupt dur-
ing the pendency of the proceeding refused to obey
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any lawful order of, or to answer any material ques-
tion approved by, the court. The application to re-
voke for such refusal may be filed at ay time during
the pendency of the proceeding or within one ycar
after the discharze was granted, whichever period
is longer. (July 1, 1898, ch, 541, § 15, 30 Stat. 550;
June 22, 1938, ch. 575, §1, 52 Stat. 851; Oct. 19,
1970, Pub. L. 91-467, § 4, 84 Stat.991.)

AMENDMENTS

1970—Pub. L. 01-467 designated as cl. (1) the existing
enumeration of partles who can apply for the revocatlon
of the dlscharge and added cls. (2) and (3).
1038—Act June 22, 1938, substituted “court” for “judge”
and deleted “upon a trial” after “revoke it."
EFFECTIVE DATE oF 1070 AMENDMENT

Amendment by Pub. L. 01-467 effectlve sixty days after
October 10, 1970, with such amendments to govern
proceedings In all cases filed after such date, see, section
10 of Pub. L. 91-467, set out as & note under section 11
of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1338 AMENDMENT

Effective date and construction of act June 22, 1938.
known as the Chandler Act, see note under section 1
of this title.

CroS8 REFERENCES

Discharges, when granted, see section 32 of this tivle.
FEDERAL RULES OF CIVIL PROCEDURE

Rellef from order procured by fraud, see rule 60, Title
28, Appendix, Judiciary and Judiclal Procedure.

§ 34, Co-debtors, guarantors or sureties for bankrupts,

The liability of a person who is a co-debtor with,

or guarantor or .n any manner a surety for, a bank-

rupt shall not be altered by the discharge of such

bankrupt. (Juiy 1, 1898, ch. 541, § 18, 30 Stat. 550.)
CROSS REFERENCES

Action to proceed ngalnst bankrupt to save rights
against suretles, see section 29 of this title,

Bankruptcy of partnerships and partners, see section
23 of this title.

Effect of dlscharge of corporations on llabillty of offi-
cers and stockholders, see section 22 of this title.

FEDERAL RULES oF CIVIL PROCEDURE

Discharge in bankruptcy as affirmative defense, sec
rule 8 (c), Title 28, Appendix, Judiclary and Judlcial
Procedure.

8§ 35. Dischargeability of debts.
(a) Dcbts not alfected by discharge.

A discharge in bankruptcy shall release a bank-
rupt from all of his provable debts, whether allow-
able in full or in part, except such as

(1) are taxes which became legally due and
owing by the bankrupt to the United States or to
any State or any subdivision thereof within three
years preceding bankruptcy: Provided, however,

That a discharge in bankruptcy shall not release

a bankrupt from any taxes (a) which were not

assessed in any case in which the bankrupt failed

to make a return required by law, (b) which were
assessed within one year preceding bankruptey in

any case in which the bankrupt failed to make a

return required by law, (¢) which were not re-

ported on a return made by the bankrupt and
which were not assessed prior to bankruptcy by
reason of a prohibition on assessment pending the
exhaustion of administrative or judicial remedies
available to the bankrupt, (d) with respect to
which the bankrupt made a false or fraudulent
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return, or willfully attempted in any manner to
evade or defeat, or (e) which the bankrupt has
collected or withheld from others as required by
the laws of the United States or any State or
political subdivision thereof, but has not paid over;
but a discharge shall not be & bar to any remedies
available under applicable law to the United States
or to any State or any subdivision thereof, against
the exemption of the bankrupt allowed by law
and duly set apart to him under this title: And
provided jurther, That a discharge in bankruptcy
shall not release or affect any tax lien;

(2) are linbilities for obtaining money or prop-
erty by false pretenses or false representations, or
for obtaining money or property on credit or ob-
taining an extension or renewal of credit in
reliance upon a materially false statement in writ-
ing respecting his financial condition made or
published or caused to be made or published in
any manner whatsoever with intent to deceive, or
for willful and malicious conversion of the prop-
erty of another;

(3) have not been duly scheduled in time for
proof and allowance, with the name of the creditor
if known to the bankrupt, unless such creditor had
notice or actual knowledge of the proceedings in
bankruptcy;

(4) were created by his fraud, embezzlement,
misappropriation, or defalcation while acting as
an officer or in any fiduciary capacity;

(5) are for wages and eommissions to the extent
they are entitled to priocity under subdivision (a)
of section 104 of this title;

(8) are due for moneys of an employee received
or retained by his employer to secure the faithful
performance by such employec of the terms of a
contract of employment;

(1) are for alimony due or to become due, or for
maintenance or support of wife or child, or for s2-
duction of an unmarried female or for breach of
promise of marriage accompanied by seduction, or
for criminal conversation; or

(8) are liabilities for willful and malicious in-
juries to the person or property of another other
than conversion as excepted under clause (2) of
this subdivision.

(b) Proceedings for debts dischargeable,

The failure of a bankrupt or debtor to obtain a
discharge in a prior proceeding under this title for
any of the following reasons shatt not bar the release
by discharge in a subsequent proceeding under the
title of debts that were dischargeable under subdivi-
sion (a) of this section in the prior proceeding: (1)
discharge was denied in the prior proceeding solely
under clause (5) or clause (8) of subdivision (c) of
section 32 of this title; (2) the prior proceeding was
dismissed without prejudice for faillure to pay filing
fees or to securc costs. If a bankrupt or debtor falls
to obtain a discharge in a proceeding under this
title by reason of a waiver filed pursuant to section
32(a) of this title or by reason of a denial on any
ground under section 32(¢) of this title other than
clause (5) or clause (8) thereof, the debts provable
in such proceeding shall not be released by a dis-
charge granted in any subsequent proceeding under
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this title. A debt not released by a discharge in a
proceeding under this title by reason of clause (3) of
subdivision (a) of this section may nevertheless be
dischargeable in a subsequent bankruptcy proceed-
ing.

(¢) Procedure.

(1) The bankrupt or any creditor may flle an ap-
plication with the court for the determination of the
dischargeability of any debt.

(2) A creditor who contends that his debt is not
discharged under clause (2), (4), or (8) of subdivi-
sion (a) of this section must file an application for a
determination of dischargeability within the time
fixed by the court pursuant to paragraph (1) of sub-
division (b) of section 32 of this title and, unless an
application is timely filed, the debt shall be dis-
charged. Notwithstanding the preceding sentence, no
application need be filed for a debt excepted by cluuse
(8) if a right to trial by jury exists and any party to
a pending action on such debt has timely demanded
a trial by jury or if either the bankrupt or a creditor
submits a signed statement of an intention to do so.

(3) After hearing upon notice, the court shall de-
termine the dischargeability of any debt for which
an application for such determination has been filed,
shall make such orders as are necessary to protect or
effectuate a determination that any debt is dis-
chargeable and, if any debt is determined to be non-
dischargeable, shall determine the remaining issues,
render judgment, and make all orders necessary for
the enforcement thereof. A creditor who flles such
application does not submit himself to the jurisdic-
tion of the court for any purposcs other than those
specified in this subdivision,

(4) The provisions of this subdivision shall apply
whether or not an action on a debt is then pending in
another court and any party may be enjoined from
instituting or continuing such action prior to or
during the pendency of a proceeding to determine its
dischargeablity under this subdivision.

(5) Nothing in this subdivision shall be deemed to
affect the right of any party, upon timely demand, to
a trial by jury where such right exists.

(6) If a bankruptcy case is reopened for the pur-
pose of obtaining the orders and judgments author-
ized by this subdivision, no additional filling fee shall
be required. (July 1, 1898, ch. 541, § 17, 30 Stat. 550;
Feb. 5, 1903, ch. 487, § 5, 32 Stat. 798; Mar. 2, 1917,
ch. 153, 39 Stat. 999; Jan. 7, 1922, ch. 22, 42 Stat.
354; June 22, 1938, ch. 575, § 1, 52 Stat. 851; July 12,
1960, Pub. L. 86-621, § 2, 74 Stat. 409; July 5, 1966,
Pub. L. 89-496, § 2, 80 Stat. 270; Oct. 19, 1970, Pub. L.
01-467, §§ 5-7. 84 Stat. 992.)

AMENDMENTS

1970—Subd. (a)(2). Pub. L. 01-467, §5, substituted
“malicious conversion of the property of another' for
“malicious injuries to the person or property of another,
or for allmony due or to become due, or for maintenance
or support of wife or child, or for seduction of an unmar-
ried female, or for breach of promise of marriage accom-
panied by seduction, or for crimlnal conversation’ in the
tist of Habilitles.

Subd. (a) (6). Pub. L. 91-467, § 5, substituted “are for
wages and commissions to the extent they are entitled to
priority under subdlvision (a) of section 104 of this title;”
for “are for wages which have been earned within three
months before the date of commencement of the pro-
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ceedings in bankruptcy due to workmen, servants, clerks,
or traveling or city salesmen, on salary or commission
basis, whole or part timc, whether or not selllng exclu-
sively for the bankrupt; or”.

Subd. (a) (8). Pub. L. 91467, § 5, substituted a semi-
colon for a period at the end of cl. (8).

Subd. (8) (7). Pub. L. 91-467, § 6, added subd. (a) (7).

Subd. (a)(8). Pub. L. 01-467, § 6, added subd. (a)(8).

Subds, (b), (c). Pub. L. 91-467, § 7, added subds. (b),
(c).
1966—Subd. (a)(1). Pub, L. 80-496 made discharge-
nble in bankruptey debts for taxes which became legally
due and owing more than three years preceding bank-
ruptey, provided certain exceptions to such a dlscharge
for faliure to mnke returns, omissions from returns, {alse
or fraudulent returns, and nonpnyment of taxes collected
or withhheld from others, and provided that discharge
shail not bar any remedies avnlinble against the exemp-
tion of the bankrupt allowed by law or affect tax lens.

1960—Pub. L. 80-621 Inserted the prohibltion against
discharge in bankruptey from debts which nre linbilitles
for obtaining money or property on credit or obtaining an
extension or a renewal of credit by furnishing false
financial statements {u clause (2).

1938—Opening clause. Act June 22, 1938, Iluserted
"whether allowable In full or in part” after “"provable
debts.”

Ciause (1). Act June 22, 1938, substituted *“or any
State” for “the State” and deleted "in which he resides”
after "municlpality”.

Clause (2). Act June 22, 1938, inserted '"money or”
before “property.”

Clauses (3), (4), and (6) reenacted without change by
act June 22, 1938.

Clause (5) amended generally Ly act June 22, 1038,
which among other changes inserted “on salary or com-
mission bnsis, whole or part time, whether or not selling
exclusively for the bankrupt" afier “traveling or city
salesmen'’,

EFFECTIVE DATE OF 1070 AMENDMENT
Amendment by Pub, L. 91-467 efTective slkty days after
October 19, 19070, with such amendments to govern
proceedings in all cases filed after such date, see, sectlon
10 ¢f Pub. L. 91-467, set out as a note under section 11
of this title.

ErFECTIVE DATE AND CONSTRUCTION OF 1938 AMFNDMENT
Effective dnte and construction of act June 22, 1038,
known as the Chandler Act, scc note under section 1!
of thls title.
CRrOSsS REFERENCES
Debts which may be proved, see scction 103 of this title.
Discharge, when gronted, see section 32 of this title.

SeECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 32, 94, 771, 876,
1060, 1061 of this title.

Chapter £.—COURTS AND PROCEDURE
THEREIN

Sec.

41, Process; pleadings; and adjudications.

42. Jury trials,

43. Oaths; affirmations

44, Evidence.

456. Reference of petitions,

46, Jurisdiction of controversles between receivers and
trustees and adverse claimants.

47. Jurirdiction of appellate courts

48. Practice on appeals,

49, Arbitratlon of controversies.

50. Compromises,

51. Designation of newspapers.

52, 63. Repealed,

64. Computation of time.

56. Transfer of cases.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 45, 502, 781, 802,
886, 1002, 1060 of this title.
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§ 41. Process; pleadings; and adjudications.

(a) Upon the filing of a petition for involuntary
bankruptey, service thereof, with a writ of subpena,
shall be made upon the person therein named as de-
fendant. Upon the filing of a voluntary petition in
behalf of a partnership by less than all of the gen-
eral partners, service thercof, with a writ of sub-
pena, shall be made upon the general partner or
partners not parties to the filing of such petition,
Such service shall be returnable within ten days,
unless the court shal, for cause shown, fix a longer
time, and shall be made at least five days prior to
the return day, and in other respects shall be made
in the same manner that servicc of summons is
fiad upon the commencement of a civil action in
the courts of the United States; but in ease personai
service cannot be made within the time allowed,
then notice shall be given by publication in the same
manner as provided by law for notice by publica-
tion in suits to enforce a legal or equitable lien in
courts of the United States, except that, unless the
court shaii otherwise direct, the order shall be pub-
fished onily once and the return day shali be five
days after such publication.

(b) The bankrupt and, in the casc of a petition
against a partnership, any general partner or, in
the case of a petition in behalf of a partnership,
any general partner not joining therein, may appear
and plead to the petition within five days after the
return day or within such further time as the court
may allow.

(c) Petitions for both voluntary and involuntary
bankruptey shalt be verified under oath.

(d) If a party entitled to appear and plead shall
appear, within the thne limited, and controvert the
facts alleged in the petition, the court shall deter-
mine, as soon as may be, the issues presented by the
pleadings, without the intervention of a jury except
in cases where a jury trial is given by this title, and
make the adjudication or dismiss the petition.

(e) If on the last day within which pleadings may
be filed none is filed, the court shall on the next day,
or as soon thereafter as practicable, make the ad-
judicatien or dismiss the petition.

(f) The filing of a voluntary petition under chap-
ters 1 to 7 of this title, other than a petition filed in
behalf of a partnership by less than all of the
partners, snall operate as an adjudication with the
same force and effect as a decree of adjudication.
(July 1, 1898, ch. 541, § 18, 30 Stat. 551; Feb. 5, 1903,
ch, 487, § 6, 32 Stat. 798; June 22, 1938, ch, 575, § 1,
52 Stat, 851; Juiy 7, 1952, ch. 579, § 7, 66 Stat, 423;
June 23, 1959, Pub. L. 86-64, § 2, 713 Stat. 109; Sept.
21, 1959, Pub, L. 86-293, 73 Stat. 571.»

AMENDMENTS

185680—Subd. (c¢). Pub. L. 86-233 substituted “Petitions
for both voluntary and involuntary bankruptey” fcr the
words “Al} plendings setting up matters of fact"”,

Subd. (f). Pub. L., 86-64, § 2(b), redesignated foriner
subd. (g) as (f), and substituted provisions requiring
the flling of a voluntary petition under chapters 1 to 7
of this title, other than a petition fiied in behalf of a
partnership by less than all of the partners, to operate as
an adjudication, for provisions which required a judge to
hear the petition and to make the adjudication or dis-
miss the petition, and eliminated provistons which re-
quired the clerk to refer the case to a referee if at the
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time of the fillng of the petition the judge is absent from
the district or diviston in which the petition was filed.
Former subd. (f), which related to referral of cases by the
clerk when the judge was absent, was repealed by Pub. L.
80 64, § 2(a).

Subd. (g). Pub. L. 806-64, § 2(b), redesignated former
subd. (g1 as (1).

1951—Subd. (a). Act July 7, 19852, amended subsec.
(a) to conform to the Federal Rules of Civil Procedure.

1038--5ubd  (a). Act June 22, 1938, among other
changes, provided for servlee of subpoena upou a partner
or partners not parties to the flling of a partuership
petition: reduced from fifteen to ten days the return
date In cases of persoual service and from ten to five
days the return date i cases of notlee by publication.

Subd. (b). Act June 22, 1938, substituted “aud, in
the case of a petition agalnst a partnership * * ¢ partner
not joining therein™ for “or any creditor” after “"bank-
rupt'’,

Subd. (c¢) reenacted without change by act June 22,
1038.

Subd. (d). Act June 22, 1938, substituted "a party en-
titled to appear and plend” for “the bhankrupt, or any
of his creditors” after "I and *‘court” for *‘judge” after
“petition®,

Subd. (e). Act June 22, 1938, substituted *‘Is’ for ‘‘are”
after ""none”, “court” for “judge” aud omitted “by the
bankrupt or any of his creditors™ after *‘filed”, and *if
preseut” after “next day'.

Subd. (f). Act June 22, 1938, substituted "has" for
“have” after “none’, omitted by the bankrupt or any of
his creditors™ after “filed” and inserted “If the case has
not already been referred” after “shall”,

Subd. (g). Act June 22, 1938, inserted “other than a
petition filed in hehalf of a partnership by less than all
of the partners” afcer “voluntary petltion”.

EFFECTIVE DATE OF 1052 AMENDMENT

Amendment of section effective three months after
July 7, 1052, see note under sectlon 1 of this title.

EFFecTivE DATE AND CONSTRUCTION ofF 1038 AMENDMENT

Effective dnte and construction of act June 22, 1038,
known as the Chandler Act, sce note under section I
of this title.

CROSS REFERENCES

Adjudication—-

Bankruptcey, see Form 11, Appendlx to this title.
Debtor is not baukrupt, see Form 10, Appendix to
this tltle.

Amendments, see Gen, Ord. 11, Appendix to this title.

Answer of alleged baukrupt, see Form 7, Appendlx to
this title.

Creditor’s petition, see Form 5, Appendix to this title.

Debtor’s petition and schedules, see Form 1, Appendix
to this title.

Debtor's petition in proceedings under section 75 of
the BanKkruptey Act [11 U. 8. C. § 203], see Gen. Ord. 50,
Appendlx to this title.

Definitions—

Adjudication, see section 1 (2) of thiis title.
Bankrupt, see section 1 (4) of thls title.
Court, see section 1 (9) of this title.
Credltor, sce section 1 (11) of this title.
Petitlon, see section 1 (24) of thils title.

Designation of newspapers, sce section 51 of this title,

Doiniclle, residue, or place of business of bankrupt as
affecting jurisdiction, see section 11 (a) (1) of this title.

Federal Rules of Clivil Procedure, applicability of, see
Gen, Ord. 37, Appendix to this title.

Form of petitions and other papers, see Gen. Ord. 5,
Appendix to this title,

Jurisdiction and power to {issue process, see section
11 (a) (15) of this title.

Jury trial, see section 42 of this title,

Original petition {n proceedings uunder—-

Chapter XI, see Gen. Ord. 48 and Form 48, Appendix
to this title.

Chapter XII, see Gen, Ord. 54 and Form 53, Appendix
to this title.

Chapter XIII, see Gen, Ord, 65 and Form 58, Appen-
dix to this title.
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Partnership petition, see Form 4, Appendix to this title.
Petition in corporate reorganization proceedings, see
section 528 et seq. of this title.
Proceedings under Chapter X of the Act [11 U. 8. C.
§ 501 et seq.], see Gen. Ord. 63, Appendix to this title.
Process, tee Gen. Ord. 3, Appendix to this title,
Reference after adjudication, see section 45 of this
title.
Subpoena for alleged bankrupt, see Form 6, Appendix
to this title.
Who may—
Become bankrupt, see sectlon 22 of this title.
File and dismiss petitions, see section 95 of this title.
SECTION REFERRED TO IN OTIIER SECTIONS

This section is referred to in section 533 of this title.

§42. Jury trials.

(&) A person against whom an involuntary petition
has been filed shall be entitled to have a triai by jury
in respect to the question of his insolvency, except
as herein otherwise provided, and of any act of bank-
ruptcy alleged in such petition to have been com-
mitted, upon filing a written application therefor at
or before the time within which an answer may be
filed. 1f such application is not filed within such
time, a trial by jury shall be deemed to have been
waived.

(b) If a jury is not in attendance upon the court,
one may be specially summoned for the trial or the
case may be postponed.

(¢) The right to submit to a jury matters in con-
troversy or an alleged offense under this title shall be
determined and enjoyed, except as provided by this
title, according to the laws of the United States now
in force or such as may be hereafter enacted in rela-
tion to trials by jury. (July 1, 1898, ch. 541, §19,
30 Stat. 551; Mar. 3, 1911, ch. 231, § 289, 36 Stat. 1167;
June 22, 1938, ch. 575, § 1, 52 Stat. 852.)

AMENDMENTS
1938—=8ubds. (a) and (b) reenacted without change by
act June 22, 1838,
Subd. (c¢). Act
after “submit’”.

June 22, 1938, inserted ‘'to a jury”

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title.

Cross REFERENCES

Acts of bankruptcy, see sectlon 21 of this title.

Federal Rules of Clvil Procedure as applicable to bank-
ruptey proceedings, see Gen. Ord. 37, Appendix to this
title.

Insolvency defined, see section 1 (19) of this title.

FEDERAL RULES OF CIVIL PROCEDURE
Jury trial In civil actlons, see rules 38 and 39, Title 28,
Appendix, Judiclary and Judicial Procedure.

§ 43. Oaths; affirmations.

(a) Oaths required by this title, except upon hear-
ing before a judge. may be administered by (1) ref-
erces; (2) officers authorized to administer oaths in
proceedings before the courts of the United States,
or under the laws of the State where the same are
to be taken; and (3) diplomatic or consular officers
of the United States in any foreign country.

(b) Any person conscientlously opposed to taking
an oath may, in lieu thereof, affirm, Any person who
shall affirm falsely shali be punished as for the mak-
ing of a false oath. (July 1, 1898, ch, 541, § 20, 30
Stat. 551; June 22, 1938, ch. 575, § 1, 52 Stat. 852.)

TITLE 11—BANXRUPTCY

Page 2070

AMENDMENTS
1938—Subd. (a). Act June 22, 1938, substituted “hear-
ing before a judge” for “hearings in court.”
Subd. (b) reenacted without change by act June 22,
1938.
EFFECTIVE DATE AND CONSTRUCTION oOF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

CRross REFERENCES

Afidavit of loss of negotiable instrument, see Form 32,
Appendix to this title.

Appointment and oath of appralser, see Form 12, Ap-
pendix to this title.

Consular officer authotized to administer oath or af-
firmatlon, see section 1195 of Title 22, Foreign Relations
and Intercourse.

False oaths and clalin in bankruptcy proceedings, see
section 152 of Title 18, Crimes and Criminal Procedure.

Notary public and other officers authorized to admin-
Ister oaths, see sections 637 and 2903 of Title 28, Judiciary
and Judicial procedure.

Perjury generally, see sectlon 1621 of Title 18, Crimes
and Criminal Procedure.

Proof of claim under oath, see section 93 of this title,
and Forms 28—31, Appendix to this title,

Referee—

Administration of oath to parties or witnesses, see
Gen. Ord. 22, Appendlx to this title.
Oath of office, see Form 15, Appendix to this title.

Verification of petitions, schedu'es, etc., see Gen. Ord.
38 and Form 1 et seq., Appendix to this title.

§ 44. Evidence.

(a) The court may, upon application of any officer,
bankrupt, or creditor, by order require any desig-
nated peisons, including the bankrupt and his or her
spouse, to appear before the court or before the judge
of any State court, to be examined conccrning the
acts, conduct, or property of a bankrupt: Provided,
That the spouse may be examined only touching
business transacted by such spouse or to which such
spouse is a party and to determine the fact whether
such spouse has transacted or been a party to any
business of the bankrupt: And provided further,
That the spouse may be so examined, any law of the
United States or of any State to the contrary not-
withstanding.

(b) Except as herein otherwise provided, the right
to take depositions in proceedings under this title
shall be determined and enjoved according to the
laws of the United States now in force, or such as
may be hereafter enacted, relating to the takins
of depositions.

(¢) Notice of the taking of depositions shall be filed
with the court and a copy of such notice shall be
served upon the adverse party in every case.

(d) Certified copies of proceedings before a ref-
eree, or of papers, when issued by the clerk, referee,
or an employee of the referee designated by hls
order, which shall be filed in the office of the cierk,
shall be admitted as evidence with like force and
effect as certified coples of the records of district
courts of the United States are now or may here-
after be admitted as evidence,

(e) A certified copy of the order approving the
bond of a trustee shall constitute conclusive evidence
of his appointment and qualification,

(f) A certified copy of any order or decrce entered
in a proceeding under this title shall be evidence of
the jurisdiction of the court, the regularity of the
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proceedings, the fact that the order or decree was
made, and the contents thercof, and, if recorded,
shall impart the same notice that a deed or other
instrument affecting property, if recorded, would
impart,

(g) A certified copy of the petition with the sched-
ules omitted, of the decree of adjudication or of the
order approving the trustee’s bond may be recorded
at any time in the office where conveyances of real
property are recorded, in every county where the
bankrupt owns or has an interest in real property.
Such certified copy may be recorded by the bank-
rupt, trustee, receiver, custodian, referee, or any
creditor, and the cost of such recording shall be paid
out of the estate of the bankrupt as part of the ex-
penses of administration. Unless a certified copy of
the petition, decree, or order has been recorded in
such office, in any county wherein the bankrupt
owns or has an interest in real property in any State
whaose laws authorize such recording, the commence-
ment of a proceeding under this title shall nol be
constructive notice to or affect the title of any sub-
sequent bona-fide purchaser or lienor of real prop-
erty in such county for a present fair equivalent
value and without actual notice of the pendency of
such proceeding: Provided, however, That where
such purchaser or lienor has given less than such
value, he shall nevertheless have a lien upon such
property, but only to the extent of the consideration
actually given by hini. The exercise by any court
of the United States or of any State of jurisdiction
to authorize or effect a judicial sale of real property
of the bankrupt within any county in any State
whose laws authorize the recording aforesaid shall
not be impaired by the pendency of such proceeding
unless such copy be recorded in such county, as
aforesaid, prior to the consummation of such judicial
sale: Provided, hcwever, That this subdivision shall
not apply to the county in which is kept the rccord
of the original proceedings under this title.

(h) A certified copy of an arrangement or wage-
earner plan and of the order confirming it shall
constitute evidence of the revesting in the debtor
cf title to the property dealt with by the arrangeinent
or wage-earner plan, or of the vesting of title to such
property in such other person as may be provided
by the arrangement or wage-earner plan, and if
recorded shall impart the same notice that an in-
strument of transfer from the trustee to the debtor
or to such person if recorded would impart.

(1) A communication by a creditor, by the receiver
or the trustee of a bankrupt, by the attorney for any
of them, or by the referee to a creditor, to the receiver
or trustee of the bankrupt, to the attorney for any
of them, to the referee or to the bankrupt or his at-
torney, uttered in good faith and with reasonable
grounds for belief in its truth, concerning the con-
duct, acts, or property of the bankrupt, shall be
privileged and the creditor, receiver, trustee, attor-
ney, or referee so uttering the same shall not be held
liable therefor.

(j} In any proceeding or controversy, or in any
plenary suit, brought under this title, if it shall ap-
pear that the interest of a witness is adverse to the
party calling him, such witness may be examined
as if under cross-examination and the party calling
him shall not be bound by such testimony.
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(k) In all proceedings under this title, the parties
in interest shall be entitled to all vights and remedies
granted by the Rules of Civil Procedure for the
United States District Courts established from time
to time by the Supreme Court pertaining to dis-
covery, interrogatories, inspection and production of
documents, and to the admission of execution and
genuineness of instruments: Provided, however,
That the limitations of time thercin prescribed may
be shortened by the court to expedite hearings.

(1) In any proceeding under this title against a
hankrupt for an accounting by hiin for his property
or the disposition thercof, or to compel a turn-over
of property by him, if his books, records, and ac-
counts shall fail to disclose the cost to him of such
property sold by him during any period under con-
sideration, it shall be presumed, until the contrary
shall appear, that such property was sold at a price
not less than the cost thercof to him., (July 1, 1898,
ch, 541, §21, 30 Stat. 552; Feb. 5, 1903, ch. 487, § 1.
32 Stat. 798; May 27, 1926, ch. 406, § 7, 44 Stat. 664;
June 22, 1938, ch. 575, § 1, 52 Stat. 852; July 7, 1952,
ch. 579, § 8, 66 Stat, 423; Sept. 25, 1962, Pub. L. 87~
681, § 3, 76 Stat. 570.)

AMENDMENTS

1962—Subd. (d). Pub. L. 87-681 substituted '‘clerk,
referee” for “clerk or referee” and iuserted “or an em-
ployee of the referee desighated by his order, which shall
be filed In the office of the clerk” preceding “shall be
adimitted as evidence.”

1952—Subd. (k). Act July 7, 1952, made certain Fed-
eral Rules of Civil Procedure applicable to proceedings
under this title.

1938—Subd. (n). Act June 22, 1938, substituted
“spouse” for “wife” in the first proviso, nnd added the
second proviso.

Subd. (b). Act June 22, 1938, inserted '‘otherwise”
after “herein’” in the proviso, and plaeed such proviso at
the beginning of the subdivision.

Subd, (c) amended generally by act June 22, 1938,
which among other changes, omitted provision relating to
depositlons taken in opposition to a discharge.

Subd. (e). Act June 22, 1938, substituted "his appoint-
ment and qallfication”, for provisions relating to vesting
of tltle in the trustee and Imparting of notice if the copy
is recorded.

Subd. (f) amended generally by act June 22, 1838,

Subd, (g) added by act June 22, 1838, Former subd.
(g) 1s now (h).

Subd. (h), formerly (g), amended generally by act
June 22, 1938, which, among other changes, substituted
“an arrangement and wage-earner plan” for “composi-
tion”, Former subd. (h) redesignated (1).

Subd. (1), formerly (h), redeslgnatea (1) by act June 22,
1938.

Subds. (j)—(1) added by act June 22, 1838.

EFFECTIVE DATE OF 1852 AMENDMENT

Amendment of sectlon effective three months after
July 7, 1852, see note under section 1 of this tltle.

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and coustructlon of act June 22, 1838,
known as the Chandler Act, see note under section 1 of
this title.

Cnoss REFERENCES

Contempt, see section 69 of this title.

Court defined, see section 1 (8) of this title.

Examination of bankrupt, see sectlon 25 (a) (10) of this
title.

Referee authorized to employ stenographer, see sectlon
66 (7) of this tltle.

Taking of testimony, see Gen. Ord, 22, Appendix to
this title.
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FEDERAL RULES OF CiviL. PROCEDURE
Effect of Rule 44 on this section, see note by Advisory
Committee under that rule, Title 28, Appendix, Judiciary
and Judicial Procedure.
Proof of official record, see rule 44, Title 28, Appendix.
Reference to master in civil actions, see rule 63, Title
28, Appendix,

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 110 of this title.

§ 45. Reference of petitions.

(a) Unless the judge or judges direct otherwise,
the clerk shall refer to a referce all cases filed under
chapters 1 to 7, chapter 11, and chapter 13 of this
title.

() The judge may, at any time, for the conven-
1ence of parties or for cause, transfer a case from
one referee to another. (July 1, 1898, ch. 541, § 22,
30 Stat. 552; June 22, 193¢, ch. 575, § 1, 52 Stat. 854;
June 23, 1959, Pub. L. 86-64, § 3, 73 Stat. 109.)

AMENDMENTS

1950—3ubd. (a). Pub, L. 86-64 substituted provisions
requiring the clerk, unless the judge or judges direct
otherwise, to refer all cases filled under chapters 1 to 7,
chapter 11, and chapter 13 of this title for provisions
which permitted the judge at any stage of a proceeding
to refer it to a referee, either generally or specially.

1938—Subd. (a) amended generally by act June 22,
1838, which aniong other changes omitted provision re-
lating to reference to a referee within the territorial
jurisdiction of the court.

Subd. (b) reenacted without change by act June 22,
1938.

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective dhte and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

CROSS REFERENCES

Copy of order of reference mailed to referee, see Gen.
Ord, 12, Appendix to this title,

Dutles and compensation of referees, see sections 67 and
68 of this title,

Filing papers after reference, see Gen. Ords. 2 and 20,
Appendix to thls title.

Order of General Reference, see Form 13, Appendlx to
this title.

Powers of referee, see section 66 of this title, and Gen.
Ord. 22, Appendix to this title,
Proceedings referable to referece—
Arrangements, see section 731 of this title.
Corporate reorganization, see section 517 of this title,
Real property arrangements, see section 831 of this
title.
Wage earners’ plans, see section 1031 of this title.
Referee not to practice as an attorney in any proceed-
ing, see section 67 (b) of this title,

Restriction on compensation of referee, see section 112
of this title.

§ 46, Jurisdiction of controversies hetween receivers
and trustees and adverse claimants.

(a) The United States district courts shall have
jurisdiction of all controversies at law and in equity,
as distinguished from proceedings under this title,
between receivers and trustees as such and adverse
claimants, concernlng the property acquired or
claimed by the receivers or trustees, in the same
manner and to the same extent as though such pro-
ceedings had not been instituted and such contro-
versies had been between the bankrupts and such
adverse claimants.

(b) Suits by the receiver and the trustee shall be
brought or prosecuted only in the courts where the
bankrupt might have brought or prosecuted them if
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proceedings under this title had not been instituted,
unless by consent of the defendant, except as pro-
vided in sections 96, 107, and 110 of this title. (July
1, 1898, ch. 541, §23, 30 Stat. 552; Feb, 5, 1903, ch.
487, §8, 32 Stat. 798; June 25, 1910, ch. 412, § 1, 36
Stat. 840; May 27, 1926, ch. 406, § 8, 44 Stat, 664;
June 22, 1938, ch. 575, § 1, 52 Stat. 854.)

AMENDMENTS

1938--Subd. (a). Aot June 22, 1938, substituted ‘‘under
this title” for “in bankruptcy” after “proceedings”, and
inserted “receivers and” after "between', and ‘receivers
or"” after “claimed by the”,

Subd. (b). Act June 22, 1038, inscrted “the receiver
and” after “Suits by” and substituted ‘under this title”
for “in bankruptcy” after ‘‘proceedings'.

1926—Subd. (a). Act May 27, 1926, substituted "dis-
trict” for "‘circuit” after "“The United States".

Subd, (d). Act May 27, 1926, inserted “only"” after
“prosecuted’’.

EFFECTIVE DATE AND CONSTRUCTION OF 1038 AMENDMENT
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.
CrOss REFERENCES
Ancillary jurisdiction in aid of receiver or trustee, sce
sectfon 11 (20) of this title,
Authority of recelvers to prosecute or defend proceed-
ings, see section 11 (3) of this title,
Concurrent jurlsdiction of plenary proceedings—
Recovery or avoidance of preferences, see section 96
(b) of this title.
Recovery or avoidance of llens and fraudulent trans
fers, see section 107 (e) of this title.
Recovery or avoldanoe of transfer or obligation, see
section 110 (e) (3) of this title.
Dutles of trustee, see section 76 of this title.
Exclusive jurisdiction—
Arrangement proceedings, sce section 711 of this
title.
Corporate reorganlzation proceedings, see section 511
of this title.
Real property arrangement proceedings, see section
811 of this title.
Whage earners’ plans proceedings, see section 1011 of
this title.
Jurisdiction—
Action involving diversity of cltizenship, see section
1332 of Title 28, Judiciary and Judiclal Procedure.
Bankruptcy courts generally, see section 11 of this
titte.
To enter turn-over orders, see section 11(a) (16) of this
title.
Summary jurisdiction to determine rights of iien-
folders, see section 107 (a) (4) of this title.
Title to bankrupts' property vested In trustee, see sec-
tion 110 of this title.

FEDERAL RULES OF CIViL. PROCEDURE
Civil action, sece rule 2, Title 28, Appendix, Judiciary
and Judicial Procedure,
SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 602 of this title.

§ 47. Jurisdiction of appellate courts.

(a) The United States courts of appeals, in vaca-
tion, in chambers, and during their respective terms,
as now or as they may be hereafter held, are in-
vested with appellate jurisdiction from the several
courts of bankruptey in their respective jurisdictions
in proceedings in bankruptcy, either interlocutory or
final, and in controversies arising in proceedings in
bankruptcy, to review, affirm, revise, or reverse, both
in matters of law and in matters of fact: Provided,
however, That the jurisdiction upon appeal from a
judgment on a verdict rendered by a jury shall ex-
tend to matters of law only: And provided further,
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That when any order, decree, or judgment involves
less than $500, an appeal therefrom may be taken
only upon allowance of the appellate eourt.

(b) Such appellate jurisdiction shall be exercised
by appeal and in the form and manner of an appeal.

(¢) The Supreme Court of the United States is
vested with jurisdiction to review judgments, de-
crees, and orders of the United States courts of
appeals in proceedings under this title in accord-
ance with the provisions of the laws of the United
States now in force or such as may hereafter be
enacted. (July 1, 1898, ch. 541, § 24, 30 Stat. 5653;
May 27, 1926, ch, 406, § 9, 44 Stat. 664; Junc 7, 1934,
ch. 426, 48 Stat. 926; June 22, 1938, ch. 575, § 1, 52
Stat. 854; June 25, 1948, ch. 646, § 39, 62 Stat. 992;
May 24, 1949, ch, 139, §127, 63 Stat. 107; July 7,
1952, ch. 579, § 9, 66 Stat. 423.)

AMENDMENTS

1962—Subds. (a) and (c). Act July 7, 1952, §9 (a),
deteted reference to United States court of appeals for
the District of Columbia since such court s contained
within the reference "Unlted States courts of appeals'.

1938—Subds. (a), (formerly (a) and part of (b)), and
(b), (formerly part of (b)), amended genecrally by act
June 22, 1938, which among other changes added after
“matters of fact" the two provisos In subd. (a).

Subd. (¢), formerty subd. (c) of section 48 of this title,
amended getrernlly by act June 22, 1938, which act id
not reenact former subd., (c) as a part of this section.
Sece subd. (a) of section 48 of this title for provisions on
that subject.

1926—Subd. (a). Act May 27, 1926, inserted ‘‘the
“Court of Appeals of the District of Columbia”
after “the circult courts of appenl of the United States”
and deleted the last sentence.

Subd, (d) amended generally by Act May 27, 1926,
which among other ehanges inserted “and the Court of
Appeals of the District of Columblia” after ‘‘circuit courts
of appeal” and the last sentence, "Such power shall
* * ¢ {n the discretion of the appellate court”.

Subd. (c). Act May 27,1926, added subd. (c).

CHANGE OF NAME

Act June 25, 1948, eff. Sept. 1, 1948, as amended by act
May 24, 1049, substituted “court of appeais” for “circuit
court of appeals” and “United States Court of Appeals
for the District of Columbia’™ for “United States Circuit
Court of Appeals for the District of Columbia”.

Act June 7, 1934, changed the name of “Court of Appeals
of the District of Columbla” to “United States Circult
Court of Appeals for the District of Columbia”,

EFFECTIVE DATE OF 18052 AMENDMENT
Amendment of sectlon effective three months after
July 7, 1952, ree note under section 1 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and coustruction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

REPEALS

Act Mar, 3, 1911, ch. 231, § 128 (c), as added by act
Feb. 13, 1025, ch. 229, §1, 43 Stat. 936, was repealea by
act June 25, 1948. Sald act of 1925 provided that: *“The
circult courts of appeal shall also have an appellate and
supervisory jurisdiction under sections 24 and 25 of the
Bankruptey Act of July 1, 1898 [this section and section
48 of this title], over all proceediugs, controversies, and
cases had or brought in the district courts under that
Act or any of its amendments, and shul exerclse the same
in the manner prescribed in those sectlons; and the juris-
diction of the Circult Court of Appeals for the Ninth
Circuit in this regard shall cover the eourts of bankruptcy
in Alaska and Hawall, and that of the Circuit Court of
Appeals for the First Clrcuit shall cover the court of
baukruptcy in Porto Rico.”

Act Feb. 13, 1925, ch, 229, § 13, 43 Stat. 941, provided
for the repeal of so much of sections 24 and 25 |[this
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section and section 48 of this title] “as regulates the mode
of review by the Supieme Court in the proceedings, con-
troversies, and cases thereln named."”

Cnoss REFERENCES

Appeals, see Gen. Ord. 368, Appendix to this title.

Final decisions of district court appealable to courts of
appeals, sce section 1281 of Title 28, Judiciary and Judicial
Procedure.

Interlocutory decisions of district courts appealable to
courts of appeals, sce section 1292 of Title 28, Judiclary
and Judiclal Procedure.

Jurisdictlon of Supreme Court to review cnses from
courts of appeals, see section 1254 of Title 28, Judiclary
and Judlcial Procedure.

Time for appeal from bankruptcy judgment, order or
decree, see section 48 (a) of this title.

FEDERAL RULES OF APPELLATE PROCEDURE
Appeals by nllowance in hankruptcy proccedings, see
rule 6, Title 28, Appendix, Judiciary and Judicial Pro-
cedure.
Notlice of appeal, see rules 3, 4, Title 28, Appendix.

§48. Practice on appeals.

(a) Appeals under this title to the United States
courts of appeals shall be taken within thirty days
after written notice to the aggrieved party of the
entry of the judgment; order or decree complained
of, proof of which notice shall be filed within five
days after service or, if such notice be not served
and filed, then within forty days from such entry.

(b) Receivers and trustees shall not he required 1in
4ny case to give bond when they take appeals. (July
1, 1898, ch. 541, 3 25, 30 Stat. 553; May 27, 1926, ch.
406, § 10, 44 Stat, 665; June 7, 1934, ch. 426, 48 Stat.
926; June 22, 1938, ch. 575, § 1, 52 Stat. 855; June 25,
1948, ch. 646, §§23, 32 (a), 39, 62 Stat, 990, 992;
May 24, 1949, ch. 139, §127, 63 Siat. 107; July 17,
1952, ch. 579, § 10, 66 Stat. 424.)

AMENDMENTS

1952—Subd. (a). Act July 7, 1852, deleted reference
to the United States Court of Appeals for the Dis-
trict of Columbia since such court i{s now contnined
within the reference to “United States courts of uppeals’.

1948—Sections 23, 39 of act June 25, 1948, efl. Sept. 1,
1948, repealed act Jan. 31, 1928, ch. 14, § 1, 45 Stat. 54,
and substituted appeal for writ of error.

1938—Subd. (a), formerly subd. (c) of sectlon 47 of
this title, amended generally by act Tune 22, 1938, which
among other changes provided for the time of filing
proof of notice of appeal.

Subd. (b). Act June 22, 1938 inserted “Recelvers and”
preceding “trustecs'”.

1026—Subd, (a). Act May 27, 1926, inserted “and the
Court of Appeals of the District of Columbla and to the
Supreme Courts of the Territories” after "circult courts
of appeals” in the first sentence and substituting "thirty”
for “ten” preceding “days" in the last seL ‘ence.

CHANGE oF NAME

Act June 25, 1048, § 32(a), eff, Sept. 1, 1848, as amended
by act May 24, 1949, substituted “court of appeals” for
“circult court of appeals” and *United States Court of
Appeals for the District of Columbia® for “United States
Circult Court of Appeals for the Distrlct of Columbla’.

Act June 7, 1934, changed the name of '‘Court of Ap-
peals of the District of Columbia” to “United States Cir-
cuit Court of Appeals for the District of Columbia."

EFFECTIVE DATE OF 18952 AMENDMENT
Amendment of section effective three months after
July 17, 1952, see note under section 1 of this title.
EFFECTIVE DATE AND CONSTRUCTION OF 1038 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title.
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REPEALS

Act Feb. 13, 1925, ch, 229, § 13, 43 Stat, 941, provided for
the repenl of so much of sections 24 anct 25 [scction 47 of
this title and this section] “as regulntes the mode of
review by the Supreme Court in the proceedings, con-
troversies, and cases therein named.”

Cross REFERENCES

Appeals, see Gen. Ord. 36, Appendix to this title.

Damages and costs on affirmance, see section 1912 of
Title 28, Judiciary and Judicial Procedure,

Exemption of United States from fees and costs, see
section 2412 of Title 28.

Fees and costs In courts of appeals, see sectlon 1913 of
Title 28.

Security not required of United States, see section 2408
of Title 28.

Time for—

Appeal to court of appeals {n clvil cases, see sectlon
2107 of Title 28.
Fillng petition for review of order of referee to
judge, see sectlon 67 (c) of this title,
FEDERAL RULES OF APPELLATE PROCEDURE

Appearls by ailowance in bankruptcy proceedings, sec
rule 6, Title 28, Appendix, Judlciary and Judicirl Proce-
dure.

Bonds for costs on appeal In civil cases, see rule 7, Title
28, Appendix.

Notice of appeal, see rules 3, 4, Title 28, Appendix,

Record on appeal, see rule 10. Title 28, Appendix.

Stay or injunction pending appeal, see rule 8, Title 28,
Appendix.

§49. Arbitration of controversies.

(n) The receiver or trustee may, pursuant to the
direction of the court, submit to arbitration any con-
troversy arising in the settlement of the estate.

(b) Three arbitrators shall be chosen by mutual
consent, or onc by the receiver or trustee, one by the
other party to the controversy, and the third by the
two so chosen or, if they fail to agree in five days
after their appointment, the court shall appoint the
third arbitrator.

(c) The written finding of the arbitrators or of a
majority of them as to the issues presented may be
filed in court and shall have like force and effect as
the verdict of a jury. (July 1, 1898, ch. 541, § 26.
30 Stat. 553; June 22, 1938, ch. 575, § 1, 52 Stat. 855.)

AMENDMENTS
1938-—Subd. (a). Act June 22, 1938, inserted *‘recelver
or" preceding "trustee”.
Subd. (b). Act June 22, 1938, Inserted "recetver or"”
preceding *“trustee”.
Subd. (c). Act June 22, 1938, reenacted subd. (¢) with-
out change.
EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title.

CROSsS REFERENCES

Arbitration and compromise, see Gen. Ord. 33, Ap-
pendix to this title.

§ 50. Compromises.

The receiver or trustee may, with the approval of
the court, compromise any controversy arising in the
administration of the estate upon such terms as he
may deem for the best interest of the estate. (July
1, 1898, ch. 541, § 27, 30 Stat. 553; June 22, 1938, ch.
575, § 1, 52 Stat. 855.)

AMENDMENTS

1038—Act June 22, 1038, tnserted “receiver or" preceding
"trustee”.
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EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title,

Cross REFERENCES

Arbitration and compromise, see Gen. Ord. 33, Ap-
pendix to this title,

Notlce to creditors of proposed compromise, sec section
04 (r) (6) of this title.

§ 51, Designation of newspapers,

The judges of courts of bankruptey shall by order
designate a newspaper published within tlieir re-
spective territorial districts, and in the county in
which the bankrupt resides or the major part of his
property is situated, in which notices and orders
which the court may direct to be published shall be
inserted. Any court may in a particular case, for
the convenience of parties in interest, designate some
additional newspaper in which notices and orders in
such case shall be published.  (July 1, 1898, ch. 541,
§28, 30 Stat. 554; June 22, 1938, ch. 575. §1, 52
Stat. 855.)

AMENDMENTS

1938-—Act June 22, 1938, Inserted “the judges of” pre-
ceding “courts of bhankruptey” and omitted “required to
be published by this Act” after *in which notices", in the
first sentence.

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Eftective date and construction of act June 22, 1938
known as the Chandler Act, sce note under section 1
of this title.

§52. Repealed, June 25, 1948, eh, 615, § 21, 62 Stal.
862, eff. Sept. 1, 1918,

Section, acts July 1, 1898, ch. 541, § 29, 30 Stat. 554;
May 27, 1926, ch. 406, § 11, 44 Stat. 665; June 22, 1938,
ch. §75, §1, 52 Stat. 856, relating to offenses, Is now
covered by sections 151-154, 3057, and 3284 of Title 18,
Crimes and Criminal Procedure.

§53. Repealed. Pub, L. 88-623, § 3, Oct. 3, 1964, 78 Stat,
1001,

Section, nct July 1, 1898, ch, 541, § 30, 30 Stat. 554, em-
powered the Supreme Court to prescribe and amend all
rules, forms, and orders to effectuate the provislons of
this title, and {s now covered by sectlon 2075 of Title 28,
Judiclary and Judicial Procedure.

RuLes, FORMS AND ORDERS PRESCRIBED Prior To OcT. 3, 1064

Section 3 of Pub. L. 88-623 provided that: "Sectlon 30
of the Bankruptey Act [this sectlon] is repealed but
its repeal shail not operate to invalidate or repenl rules,
forms, or orders prescribed under the authority of that
sectlon by the Supreme Court prior to the enactment of
this Act [Oct. 3, 19641].”

§54. Computation of time.

Whenever time is enumerated by days in this titie
or in any procceding thereunder the number of days
shall be computed by excluding the first and includ-
ing the last, unless the last fall on a Sunday or holi-
day, in which event the day last included shall be
the next day thereafter which is not a Sunday or a
holiday. (July 1, 1898, ch. 541, § 31, 30 Stat. 554;
June 22, 1938, ch. 575, § 1, 52 Stat. 8517.)

AMENDMENTS

1938—Act June 22, 1938, deleted *‘legal™ preceding "holl-
day" at end of scction,

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effeetive date and construction of act June 23, 1934.
known as the Chandler Act, sece note under section 1
of this title.
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§ 55. Transfer of cases,

(a) In the event petitions are filed by or against
the same person or by or against different members
of a partnership, in different courts of bankruptey
each of which has jurisdiction. the cases shall, by
order of the court first acquiring jurisdiction, he
transferred to and consoclidated in the eourt which
can proceed with the same for the greatest con-
venience of parties in interest.

(b) Where venue in any case filed under this
title is inid in the wrong court of bankruptcy, the
judge may, In the interest of justice. upon timely
and sufficient objection to venue being made, trans-
fer the case to any other court of bankruptcy in
which it could have heen brought.

(c) The judge may transfer any case under this
title to n court of bankruptey in any other district,
regardless of the location of the principal assets of
the bankrupt. or his principal place of business,
or his residence, if the interests of the parties will
be best served by such transfer. (July 1, 1898, ch.
541, § 32, 30 Stat. 554; June 22, 1938, ch. 575, § 1,
52 Stat. 857; July 17, 1962, ch. 579, § 11, 66 Stat. 424.)

AMENDIMENTS
1952—Act July 7, 1052, designnted former section as
subd. (a) and added subds. (b) and (c).
1038—Act June 22, 1038 inserted by or” preceding
“against” {n two instances and provided for transfer and
consolldation by order of court first acquiring jurlsdic-
tlon instead of by court relinquishing jurlsdiction.

EFFECTIVE DATE OF 1052 AMENDMENT

Amendment of section effective three months after
July 7, 1052, see note under sectlon 1 of thls title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note uhder section 1
of thils title.

Chapter 5—OTI'FICERS, THEIR DUTIES AND
COMPENSATION

Sec,

61. Creation of two offices.

62. Appointment, reappointment, and removal of ref-
erees.

(a) Appointment.
(b) Removal.

63. Qualifications of referces.

04. Oaths of referces.

656. Number and territorles of referees.

66. Jurlsdiction of referees,

87. Dutles of referees; prohibition against practice of
law and acting as trustees or recelvers; review of
orders.

68. Compensation of referces; referees’ salary and ex-
pense fund; retlrement of referees.

69. Contempts before referees.

70. Records of referees.

71. Vacancles; referee's absence or disability.

72. Trustees; creditors’ committces; and attorneys

73. Recelvers and trustees; qualifications

74. Same; death or removal,

76. Trustees; dutles,

6 Recelvers; marshals, and trustees; compensation

(a) Recelvers.

(b) Marshals,

(c) Trustees.

(d) Apportionment of fees.

(e) Withholding compensation,
(f) Arrangements.

(g) Plans of reorganization.

76a. Recelvers and trustees; apportionment of appoint-
ments; disqualification; compensation.

71. Recelvers and trustces; accounts and papers

78. Bends.
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Sec.
70. Clerks; duties,
80. Clerks and marshals; compensation
81, Statistics.
82. Repealed.
CHAPTER REFERRED TO IN OTHER SECTIONS

‘This chapter is referred to in sectlons 45, 502, 802, 886,
1002, 1069 of this title,

§ 61. Creation of two offices.

The offices of referce and trustee are creatcd.
(July 1, 1898, ch. 541, § 33, 30 Stat, 555.)

§ 62, Appointment, reappointment, and removal of
referees.
(a) Appointment.

The judges of the several courts of hankruptcy
shail appoint referees. Where there is more than
one judge of a court of hankruptcy, or where the
territory to be served by a referee includes territory
in more than one judicial district, the appointment,
whether an original appointment or a veappoint-
ment, shall be by the concurrence of a majority of
ail the judges of such court or of the courts of bank-
ruptey of such judicial districts, and where there is
no such concurrence, then by the chief judge. Ex-
cept as otherwise provided in section 65 of this title,
each appointment and reappointment shall he for
a term of six years. Upon the expiration of his
term, a referee in hankruptcy shalt continue to per-
form the duties of his office until his successor is
appointed and qualifies provided the filling of the
vacancy has been authorized as provided in sub-
division (h) of section 71 of this title.

(b) Removal,

Removal of a referee during the term for which
he is appointed shall be only for incompetency, mis-
conduct, or neglect of duty: Provided, however, That,
in the case of a part-time referee, an additional
cause for removal shall be that his services are not
needed. Any cause for remmoval in respect of any
referee coming to the knowledge of the Director
shall be reported by him to the judge or judges of
the judicial district or districts in which such referee
serves, and a copy of such report shall at the same
time be transmitted to the council and to the referece.
Such judge or judges niay, upon receipt of such
report, or upon their own motion, remove the
referee for any one or more of the above mentioned
causes; where there is more than one judge, such
removal shall be by a concurrence of a majority of
the judges, and where there is no such concurrence,
then by the council. Belore any order of removal
shall be entered, except in the case of a part-time
referee where the cause for removal s that his
services are not needed, a full specification of the
charges shall be furnished to the referee, and he
shall be accorded by the removing judge or judges
an opportunity to be heard on the charges. (July 1,
1898, ch. 541, § 34, 30 Stat. 555; June 22, 1938, ch.
575, § 1, 52 Stat. 8567; Junc 28, 1946, ch. 512, § 2, 60
Stat. 324; May 16, 1951, ch. 81, 65 Stat. 42; Aug. 7,
1959, Pub. L. £6-144, § 2, 13 Stat. 297,

AMENDMENTS
1059—Subd. (a). Pub, L. 86-144 substituted “chief"”

for “senior" and deleted “by the Conference’ following
“guthorized".
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1061—Subd. (a). Act May 18, 1051, added last sentence
providing that upon the expiration of bankruptey referee's
term of office he shall continue to serve until a successor
{s appolnted.

1046—Act June 28, 1046, amended section generally to
provide that where there {s more than one dlstrict judge
in a territory, the appointments of referees are to be
made by a concurrence of a majority, to extend the
term of office from 2 to 6 years, and to provide for re-
moval durlng term of office only for Incompetency, mis-
conduct, or neglect of duty, except In the case of a part-
time referee who may be removed at any time If hls
services are no longer needed.

19038—Act June 22, 1938, amended sectlon generally,
and, among other changes, Inserted provislon which re-
tated to territorinl limits of referees' jurisdictlon.

EFFECTIVE DATES OF 1946 AMENDMENT

Section 18 of act June 28, 1046, provided:

“Sections 1 and 10 of this amendatory Act [sectlon 1
(6n), (7a), (8a), (14a) of this title and repeal of section
82 of thls title] and so much of section 4 of this amenda-
tory Act as amends subdlvislon (b) of sectlon 37 of the
Act eontlitled 'An Act to establish a uniform system of
bankruptcy throughout the United States', approved July
1, 1898, as amended [subd, (b) of section 66 of this title],
shall be effective upon approval of this amendatory Act
[June 28, 1946). All other provisions of this amendatory
Act [sectlons 62, 63, 65 (a), 67 (b), 68, 71, 70 (2), (B6).
80 (a), 102 (a), (b), 104 (a) (1), 112, 617, 1024 (3),
1033 (2), 1088 (1), (3) of this title] shall become effective
sixty days after promulgation of the determinations of
the conference, as provided In the sald subdivision (b) of
section 387, as amended by this amendatory Act [subd.
(b) of scctlon 65 of this title]: Provided, however, That
the references contalned in paragraph (1) of subdlvision
(b) of section 37 as amended by this amendatory Act
[subd. (b) of section 656 of this title] to 'subdlvision (a)
of this section, and required for subdivisions (a) and (c)
of section 40 [sectlon 68 of this title], paragraph (2) of
section 633 [sectlon 1033 of this title}, and paragraph (3)
of section 659 of this Act' [section 1059 of this title] are
intended to refer to those subdivislons and paragraphs as
they will be amended when sections 6, 16, and 17 of this
amendatory Art [sections 68, 1033, and 1059 of this title]
become effective, and sectlon 4 of this amendatory Act
[section 65 of this title] bccomes fully eftective.”

EFFECTIVE DATE AND CONSTRUCTION OF 1038 AMENDMENT

Eftectlve date and construction of nct June 22, 1038,
known as the Chandler Act, see note under sectlon 1
of this title.

REPEALS; SAVINGS CLAUSE: SECTION AND SUBDIVISION
CATCHLINES

Sectlon 19 of act June 28, 1946, provided:

‘‘a. All Acts or parts of Acts inconsistent with any pro-
visions of thls amendatory Act [sectlons 1 (6a), (7a), (8a},
(14a), 62, 63, 65 (a), (c), 67 (b), 68, 71,70 (2), (5), 80 (a),
103 (a). (b), 104 (a) (1), 112, 517, 1024 (3), 1033 (2),
1059 (1), (3) of this title] are hereby repealed.

"b. Nothing herein contalned shall have the effect to
release or extingulsh any penalty, forfelture, or ilablility
fncurred under any Act or Acts of which this Act [sald
sections] is amendatory.

*c. If any provision of this amendatory Act [sald sec-
tlons] or the application thereof to any person or clr-
cumstances 1s held invalid, such invalidity shall not affect
other provisiors or applications of thls amendatory Act
[sald sectlons] which cau be given effect without the
invalld provision or appllcation, and to this end the
provisions of thls amendatory Act [sald sectlons] are
declared to be severable.

“d. Section and subdiviston headings shall not be taken
to govern or 1imit the scope of the sections or subdivisions
to which they relate.”

§63. Qualifications of referees.

Indlviduals shall not be eligible to appointments as
referees unless they are (1) competent to perform
the duties of a referce In bankruptey; (2) not holding
any office of profit or emolument under the laws of
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the United States or of any State or subdivision
thereof other than conciliation commissioner or
speclal master under this title: Provided, however,
That part-time referees may be commissioners of
deeds, United States commissioners, justices of the
peace, masters In chancery, notarles public, retired
officers and retired enlisted personnel of the Regular
a:d Reserve components of the Army, Navy, Marine
Corps, and Coast Guard, members of the Reserve
components of the Army, Navy, Marine Corps, and
Coast Guard, members of the Natlonal Guard of the
Unlted States and of the Natlonal Guard of a State,
Territory, or the District of Columbia, except the
National Guard disbursing officers who are on a full
time salary basls, or either concillation commission-
ers or supervising conciliation commissioners but not
both; (3) at the {ime when originally appointed not
relatives of any of the judges of the courts of bank-
ruptey or of the justices or judges of the appellate
courts of the districts wherein they may be ap-
pointed; (4) resident and have their offices within
the judicial district of the court or one of the courts
of bankruptcy under which they are to hold appoint-
ment: Provided, however, That where a referee shall
be temporarily transferred or permanently ap-
pointed to another judicial district, resldence or
office in such other district shall not be requisite for
eligibllity; and Provided further, That referees serve
ing the District of Columbia shall reside in the Dis-
trict of Columbia, or within twenty miles thereof;
and (5) members in good standing at the bar of the
district court of the United States In which they
are first appointed or, if appointed to serve in terri-
tory within more than one judicial district, at the
bar of one of such district courts: Provided, how-
ever, That the requirement of membership at such
bar shall not apply to referees holding offiee on the
date when this amendatory Act takes effect. (July
1, 1898, ch. 541, § 35, 30 Stat. 555; Mar. 3, 1911, ch.
231, § 291, 36 Stat. 1167: June 22, 1938, ch. 575, § 1,
52 Stat. 857; June 28, 1946, ch. 512, § 3, 60 Stat. 324;
June 30, 1947, ch. 182, 61 Stat. 213; Aug. 5, 1953,
ch. 3217, 67 Stat. 366.)

REFERENCES IN TEXT

“This amendatory Act”, referred to in the text, refers

to act June 28, 1946.
AMENDMENTS

1953—Act Aug. 5, 1953, provided for residential quall-
ficatlon for referees in District of Columbla.

1947—Act June 30, 1947, enlarged the category of official
and quasl-official positions, the holding of which would
not bar an appointment as a part-time referee to Include
retired officers and enlisted men of the Regular and Re-
serve components of the Army, Navy, etc. Including the
Natlonal Guard,

1946-—Act June 28, 1946, prohibited a referee from
holding any office other than a concillation commlissloner
or special master under this title, but allowed a part-time
referee to be a Unlted States commissioner, justice of
peace, master In chancery, notary public or either a con-
clllatlon commissioner or supervising conclliatlon com-
missioner, but not both, and made conforming changes
{in clauses (4) and (5).

1938—Clauses (1), (3), and (4)
June 23, 1938.

Clause (2) reenacted without change by act June
22, 1938.

Clause (5) ndded by act June 22, 1938.

1911—Act Mar. 3, 1011, substituted ‘'district court'” for
“clrcult court'.

amended by act
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EFFECTIVE DATE AND CONSTRUCTION OF AMENDMENTS

Effective datc, repenls, saving provistons, and effect of
catchlines of act June 28, 1046, sce notes under section
62 of this title.

Effective date, construction, etc., of act June 22, 1938,
known as the Chandler Act, see notcs under section 1
of this tlile.

§64. Oaths of referees.

Referees shall take the same oath of office as that
prescribed for judges of United States courts. (July
1, 1898, ch, 541, § 36, 30 Stat. 555.)

CROSS REFERENCES

Oaths of judges of United States courts, sec section 463
of Title 28, Judiclary and Judtcinl Procedure.

§ 65. Number and Territories of Referees.

(a) The Director shall recommend to the district
judges, the counclls and the conference the number
of referees to hold appointment and the territory
which each shall serve, after he has made a careful
study of conditions throughout the country as a
whole, and of local conditions, including the esti-
mated amount of funds avaliable for salaries, the
arcas and the populations to be served, the trans-
portation and communication facilities, the previous
types and amount of business under this title in such
areas and where such business is centered, the exist-
ing personnel, and any other material factors. The
territory of a referce may, If it Is deemed advisabie,
ife within more than one judiclal district, but shall
be within one circult: Provided, howcver, That the
Jurisdictlon of a referee in any matter referred to
him shall not be restricted to the territory to be
served by him but shall, unless otherwise provided
in this title, be coextensive with the territorial ju-
risdiction of the court or courts of bankruptcy whose
judges participated in appointing him.

(b) (1) The Director shall, within one year imme-
diately following the date of the cnactment
of this amendatory Act, make the initial sur-
veys required by subdivision (a) of this section,
and required for subdivisions (a) and (¢) of section
68 of this title, varagraph (2) of section 1033 of this
title, and parag.aph (3) of section 1059 of this title,
Thereafter, the Director shali, from time to time,
make such surveys, general or local, as the confer-
ence shall deem expedient. In the course of such
surveys, the Director shall give consideration to
suggestions from any :nterested partles, including
district judges, referees, bar assoclations, trade asso-
clations, and the like. The surveys shall be made
with a view toward creating and maintaining a sys-
tem of full-time referees. However, should the Di-
rector find, as a result of any such surveys, any area
in which the employment of a fuli-time referee
would not be feasible because of the small amount of
business under this title and the extent of the terri-
tory to be served, he shall also report separately
thereon, with a statement of all the pertinent facts
and data and his recommendations and the reasons
therefor. Upon the completion of the Initial surveys,
the Director shall report to the district judges, the
counclls and the conference concerning the number
of referees, their respective territories, the amounts
of their respective salaries, and the schedules of ad-
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ditional fees to be charged in asset, arrangement and
wage-earner cases. The district judges shall advise
their respective counclls, and the councils shall ad-
vise the conference, in respect thereto, stating their
recommendations and iheir reasons therefor. The
conference shall determine, in the light of the rec-
ommendations of the Director and of the councils,
the number of referees, full-time and part-time, to
be appointed, the respective territories which they
sholl serve, including the regular place of office and
thie places at which courts shall be held, their re-
spective salaries, and schedules of graduated addi-
tional fees to be charged In asset, arrangement and
wage-earner cases, and such determinations shali
hccome effective sixty days after they are promul-
gated by the conference.

(2) The Director shall upon such promulgation
divide by lot the total number of referees first to be
appointed as cqually as possible Into three classes.
The initial terms of the referces in the first class
shall expire at the end of the second year, in the
second class at the end of the fourth year, and In
the third class at the end of the sixth year.

(3) Thereupon the Director shall report In writing
to the judge or judges of the several courts of bank-
ruptcy the number of referees to be appointed by
them In each of the three ciasses above specified.
the respective territories which such referees shall
serve, and the respective salaries to be pald to them.
The judge or judges shall thereupon appoint, pur-
suant to subdivision (a) of sectlon 62 of this title
such referees in cuch of the specified classes for
terms commencing sixty days after such promnulga-
tlon of the determinations of the conference, and
shall select them as far as practicable from the
referces then in office within their respective judieial
districts.

(c) Except as otherwise provided in this title, the
conference may, from time to time, in the light of
the recommendations of the councils, made after
advising with the district judges of their respective
circuits, and of the Director, change the number of
referees and the extent of the respective territories
to be served by them, as the expeditious transaction
of the business of the several courts of bankruptcy
may require. (July 1, 1898, ch. 541, § 37, 30 Stat.
555; June 22, 1938, ch. 575, § 1, 52 Stat. 857; June
28, 1946, ch. 512, § 4, 60 Stat. 325.)

REFERENCES IN TEXT
“*This amendatory Act”, referred to in subd. (b) (1),
refers to act June 28, 1946.

AMENDMENTS

1046—Act June 28, 1046, amended section generally to
authorize the Director of the Administrative Office to
make a survey of the entire country within one year in
order to ascertain the number of referees needed and the
territories they are to serve, and to stagger the initial
terms of the first appointees so that one-third wiil expire
every two years but that ail subsequent appointments
shall be for a fuli term.

1938—Section, as amended by act June 22, 1938, pro-
vided: “Such number of referces shail be appointed
as may be necessary to assist in expedittously transacting
the bankruptcy business pending in the varfous courts
of bankruptcy, but, insofar as possible, the number shall
be limited with a view to employment of referees on a
fuil-time basis.”
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EFrFecTive DATES; REPEALS, ETC., OF 1046 AMENDMENT .

Section 18 of act June 28, 1046, provided in part that
subd. (b) of this section, as amended by sald act June 28,
1046, should be effective on June 28, 1946. Sald sec-
tion 18 further provided that subds. (a) and (c) of this
sectlon should become effective sixty days after June 28,
1946,

Repeals, saving provisions, and effect of catchlines of
act June 28, 1946, see note set out under section 62 of this
title.

EFFECTIVE DATE AND CONSTRUCTION OF 1038 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to In sections 62, 68, 81 of this
title.

§66. Jurisdiction of referees,

Referees are Invested, subject always to a review
by the judge, with jurisdiction to (1) consider all
petitions referred to them and make the adjudi-
cations or dismiss the petitions; (2) exercise the
powers vested in courts of bankruptcy for the admin-
istering of oaths to and the examination of persons
as witnesses and for requiring the production of
documents in proceedings before them, except the
power of commitment; (3) exercise the powers of
the judge for the taking possession and releasing
of the property of the bankrupt in the event of the
fssuance by the clerk of a certificate showing the
absence of a judge from the judiciai district, or the
divisfon of the district, or showing his sickness or
fnability to act; (4) grant, deny, or revoke dis-
charges, determine the dischargeability of debts,
and render judgments thereon; (5) confirm or re-
fuse to confirm arrangements or wage-earner plans,
or set aside the confirmation of arrangements or
wage-earner plans and reinstate the proceedings or
cases; (6) perform such of the dutles as are by this
title conferred on courts of bankruptey, including
those incidentai to ancillary jurisdiction, and as
shall be prescribed by rules or orders of the courts
of bankruptcy of their respective districts, except as
herein otherwise provided; and (7) during the ex-
amination of the bankrupt, or during other proceed-
ings, authorize the employment of stenographers for
reporting and transcribing proceedings at such rea-
sonable expense to the estate as the court may fix.
(July 1, 1898, ch. 541, § 38, 30 Stat, 555; May 217,
1926, ch. 406, § 12, 44 Stat. 666; June 22, 1938, ch.
575, §1, 52 Stat. 857; Oct. 19, 1970, Pub. L. 91-467,
§ 8, 84 Stat. 993.)

AMENDMENTS

1970—C1. (4). Pub. L. 81-467 added the determination of
dischargeabllity and the rendering of judgments thereon
to the powers of the referees,

1938—Clauses (1), (8), and (7), formerly (1), (4), and
(5), respectively, amended by act June 22, 1838,

Clauses (2) and (3) reenacted without change by act
June 22, 1938.

Clauses (4) and (5) added by act June 22, 1838,

EFFECTIVE DATE or 1970 AMENDMENT

Amendment by Pub. L. 81-467 effective sixty days after
October 19, 1970, with such amendments to govern
proceedings in all cases filed after such date, see section
10 of Pub, L. 91-467, set out as a note under sectlon 11 of
this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1038 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under sectlon 1 of
this title.
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§ 67. Duties of referees; prohibition against practice
of law and acting as trustees or receivers; review
of orders.

(a) Referees shall (1) glve notice to creditors and
other parties in Interest, as provided in this title;
(2) prepare and file the schedules of property and
lists of creditors required to be filed by the bank-
rupts or cause the same to be done when the bank-
rupts fail, refuse, or neglect to do so; (3) examine
all schedules of property, lists of creditors, and state-
ments of affairs, filed as provided under this title,
and cause such as are incomplete and defective to
be amended; (4) furnish or cause to be furnished
such information concerning proceedings before
them as may be requested by parties in interest; (5)
declare dividends and cause to be prepared dividend
sheets showing the dividends declared and to whom
payable; (6) transmit to the clerks such papers as
may be on file before them whenever the same are
needed in any proceedings in courts and secure the
return of such papers after they have been used, or,
if it be impractical to transmit the originai papers,
transmit certificd coples thereof by mali; (7) upon
application of any party in interest, preserve the
evidence taken, or the substance thereof as agreed
upon by the parties before them when a stenog-
rapher Is not in attendance; (8) prepare promptly
and transmit to the clerks certificates on petitions
for review of orders made by them, together with a
statement of the questions presented, the findings
and orders thereon, the petition for review, a trans-
cript of the evidence or a summary thereof, and all
exhibits; and (9) safely keep, perfect, and transmit
to the clerks, when the cases are concluded, the
records herein required to be kept by them,

(b) Referees shall not (1) act in cases in which
they are directly or indirectly interested; or (2)
purchase, directly or indirectly, any property of an
estate In any proceeding under this title. Active
full-time referees shall not exercise the profession or
employment of counsel or attorney, or be engaged
in the practice of law; nor act as trustee or recelver
in any proceeding under this title. Active part-
time referees, and referees recelving benefits under
paragraph (1) of subdivision (d) of section 68 of this
title, shall not practice as counsel or attorney nor
act as trustee or receiver in any proceeding under
this title.

(¢) A person aggrieved by an order of a referee
may, within ten days after the entry thereof or with-
in such extended time as the court upon petition filed
within such ten-day period may for cause shown al-
low, flle with the referee a petition for review of such
order by a judge and serve a copy of such petition
upon the adverse parties who were represented at
the hearing. Such petition shall set forth the order
complained of and the alieged errors in respect
thereto. Unless the person aggrieved shall petition
for review of such order within such ten-day perlod,
or any extension thereof, the order of the referee
shall become final. Upon application of any party
in Interest, the execution or enforcement of the or-
der complained of may be suspended by the court
upon such terms as will protect the rights of all par-
ties in interest. (July 1, 1898, ch. 541, § 39, 30 Stat.
5565; June 22, 1938, ch, 575, § 1, 52 Stat. 858; June
28, 1946, ch. 512, § 5, 60 Stat. 326; July 17, 1952, ch.
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579, § 12, 66 Stat. 424; June 23, 1959, Pub, L. 86-489,
73 Stat. 80; July 14, 1960, Pub, L. 86-662, 74 Stat.
528; May 10, 1966, Pub. L. 89-414, 80 Stat. 135.)

AMENDMENTS

1966—Subd. (b). Pub, L. 80-414 prohibited full-time
referees, part-time referees, and retired referces from
ncting ns trustees or receivers in hankruptey proceedings.

1960—Subd. (e). Pub. L. 86-662 required the peti-
tion for extension of time to be flled within the ten-day
period, and provided that the order of the referee shanll
hecome final unless the person aggrieved shail petition
for review of such order within the ten-day perlod, or
any extension thereof.

1959—Subd. (a). Pub, L. 86-49 repealed former clause
(9) that required transmittal of papers by referees to the
clerk of the court, and redesignated former clause (10)
as (9).

1962—Subd. (a) (9).
duties of referees.

1946—Subd. (b). Act June 28, 1846, prohibited full-
time referees f{rom practicing law, but permitted
part-time referces nnd retired referees to practice law
except In proceedings under thils title.

1938—Subd. (a) amended by act June 22, 1938. Clause
(0) ndded. Clauses (1), (3), (4), (5), (6), (8), nnd (10),
formerly (4), (2), (3), (1), (8), (5), and (7), respectively,
amended. Clauses (2) and (7), formerly (6) and (9),
respectively, reenacted without change. Former clause
(10) was not reenacted as part of this section.

Subd. (b). Act June 22, 1038, reenacted subd. (b)
without change.

Subd. (c). Act June 22, 1938, added subd. (c¢).

EFFECTIVE DATE OF 1062 AMENDMENT

Amendment of section effective three months after
July 7, 1052, see note under section 1 of this title.

Act July 17, 19562, clarified the

EFFECTIVE DATES; REPEALS; ETC., OF 1046 AMENDMENT
Effectlve dates; repenls, saving provisions, and effect of
catchlines of net June 28, 1946, see note set out under sec-
tion 62 of this title,
EFFECTIVE. DATE AND CONSTRUCTION OF 1038 AMENDMENT

Effective date and construction of act June 22, 1938,
known ns the Chandler Act, see note under sectlon 1 of
this title.

CRO8S REFERENCES

Additlot.al dutles of referee, see Gen. Ord. 12, Appen-
dix to this title.
Fiiing of papers, see Gen. Ord. 2, Appendix to this title.

§ 68, Compensation of referees; referees’ salary and
expense fund; retirement of referees.

(a) Refereesshall receive as full compensation for
their services salaries to be fixed by the conference,
in the light of the recommendations of the councils,
made after advising with the district judges of their
respective circuits, and of the Director, at rates not
more than $36,000 per annum for full-time referces,
and not more than $18,000 per annum for part-time
refcrees. In fixing the amount of salary to be paid to
a referee, consideration shall be given to the average
number and the types of, and the average amount
of gross assets realized from, cases closed and pend-
ing in the territory which the referee s to serve, dur-
ing the last preceding period of ten years, and to
such other factors as may be materfal. Disburse-
ment of such salaries shall be made monthly by or
pursuant to the order of the Director.

(b) The conference, in the ligcht of the recom-
mendations of the couneiis, made after advising with
the district judges of thelr respective circuits, and
of the Director, may increase or decrease any salary,
within the limits prescribed in subdivision (a) of this
section, if there has been a material increase or de-
crease in the volume of business or other change in
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the factors which may be considered material in fix-
ing salarfes: Provided, however, That during the
tenure of any full-time referce his salary shall not
be reduced below that at which he was originally
appointed under this amendatory Act, and during
any term of any such referee his saiary shall not
he reduced below the salary fixed for him at the
beginning of that term: And provided further, That
no salary fixed under the provisions of this section
for a full-time referce shall be changed more often
than once in any two years or in an amount of less
than $250,

(c) (1) Except as otherwise provided in this title,
there shall be deposited with the clerk, at the time
the petition is filed in each case, and at the time an
ancillary proceeding is instituted, $37 for each estate
for the referees' salary and expense fund, as herein
below established: Provided, however, That in cases
of voluntary bankruptey such fee, as well as the filing
fees of the clerk and trustee, may be paid in install-
ments, if so authorized by General Order of the Su-
preme Court of the United States.

(2) Additional fees for the referees’ salary and ex-
pense fund shall be charged, in accordance with the
schedule fixed by the conference (a) against each
estate wholly or partially liquidated in a bankruptcy
proceeding, and be computed upon the net proceeds
realized; (b) against each case in an arrangement
confirmed under chapter 11 of this title, and be com-
puted upon the amount to be paid to the unsecured
creditors upon confirmation of the arrangement and
thereafter, pursuant to the terms of the arrange-
ment, and where under the arrangement any part of
the consideration to be distributed is other than
money, upon the amount of the fair value of such
consideration; and (c) against each case in a wage
ecarner plan confirmed under chapter 13 of this title,
and be computed upon the payments actually made
by or for a debtor under the plan. Such schedule of
fees may be revised by the Director, with the ap-
proval of the conference, not more than once during
each calendar year, so that the total amount of fees,
allowances, and charges collected and to be collected
from all sources for the referces’ salary and expense
fund will, as near as may be equal the total amount
of salaries paid and to be paid to referees in active
service, and the total amount of their expenses: Pro-
vided, however, That such schedule of fees shall not
be so revised for any year that the total collections
estimated by the Director for such year shall exceed
by more than 10 per centum the total collections in
the preceding year. The Director, with the approval
of the conference, may make, and from time to time
amend, rules and regulations prescribing methods
for determining net proceeds realized in asset cases,
fair values of considerations, other than money, dis-
tributable in arrangement cases, and payments actu-
ally made by or for a debtor under the plan in wage
earner cases; prescribing the procedure for collection
by the clerk of fees and allowances for the referces’
salary and expense fund; and providing for the effec-
tive administration of the provisions of this para-
graph (2).

(3) Charges for the expense of special services
relating to or in connection with proceedings before
refcrees shall be made and collected by the referees
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fn accordance with regulations to be prescribed by
the Director, with the approval of the conference,
and the proceeds shall be paid by the referees to the
clerk for transmission to the Treasury of the United
States for deposit in the referees' expense fund.

(4) A referees' salary and expense fund shall be
established in the Treasury of the United States, and
the amounts of the various fees and allowances col-
lected by the clerks for the services of referees, and
for their expenses, including the fees, allowances
and charges for their services and expenses as con-
ciliation commissioners and as special masters under
this title, shall be covered into the Treasury of the
United States for the account of such salary and
expense funds. The salaries of the referees in
active service and the expenses of the referees, in-
cluding the salaries of their clerical assistants, shall
be paid out of annual appropriations from such sal-
ary and expense fund by the United States. Any
deficiencies of such salary and expense fund shall be
paid out of any funds in the Treasury of the United
States not otherwise appropriated, and appropri-
ations to pay such deficiencies are authorized: pro-
vided, however, That there shall be covered into
miscellaneous receipts of the Treasury of the United
States in any subsequent ycar so much of the sur-
plus, if any, arising in the salary and expense fund
as may be necessary to reimburse the Treasury of
the United States for payments made on account of
such fund in any prior year.

(5) As of the day preceding the date when the
referees, as provided by paragraph (2) of subdi-
vision (b) of section 65 of this title, are to take office,
an allocation shall be made by the judge or judges
of the several courts of bankruptcy of all filing and
other fees, commissions, and allowances, and of all
expense funds, due the then existing referees for
services rendered and expenses incurred in the cases
pending before them, whether as referee, concilia-
tion commissioner, or special master under this title.
The balances of such filing and other fees, commis-
sions, and allowances and the expense surpluses
shall be covered into the Treasury of the United
States by the referees and the clerks, to be deposited
to the credit of the salary and expense fund. All
cases pending before outgoing referees shall be re-
ferred, and no additional filing fees shall be required,
but additional salary and expense charges may be
assessed in such cases In such amounts as the judge
or judges of the several courts of bankruptey may
deem equitable, taking into consideration the sched-
ules of additlonal fees fixed by the Director and the
payments previously made therein.

(d) (1) All referces in bankruptcy and employees
in the offices of such referees shall be deemed to be
officers and ewmployees in the judicial branch of the
United States Government within the meaning of
the Civil Service Retirement Act.

(2) Any referee who has retired or been retired
under the provislons of paragraph (1) of this sub-
division may, if called upon by a judge of a court of
bankruptcy, perform such duties of a rcferee, con-
ciliation commissioner, or special master under this
title, within the jurisdiction of the court, as he may
be able and willing to undertake. The retired ref-
eree shall receive as compensation for his services,
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either full or part time, the salary authorized for
the referee serving the territory to which the re-
tired referee is assigned. However, the rate of com-
pensation of a retired referee assigned to serve on a
full-time basis in the territory of a part-time referee
shall be the minimum rate established by the Judi-
cial Conference of the United States for full-time
service. Salaries authorized under this paragraph
shall be subject to the provisions of section 2263(b)
of Title 5. (July 1, 1898, ch. 541, § 40, 30 Stat. 556;
Feb. 5, 1903, ch. 487, § 9, 32 Stat. 799; June 22, 1938,
ch. 575, § 1, 52 Stat. 859; June 28, 19486, ch. 512, § 6,
60 Stat. 326; July 7, 1952, ch. 580, 66 Stat. 438; May
10, 19586, ch. 257, 70 Stat. 151; July 28, 1959, Pub. L.
86-110, § 1, 73 Stat. 259; Sept. 19, 1962, Pub, L.
87-677, 76 Stat. 559; Aug. 14, 1964, Pub. L. 88-420,
title IV, § 402¢d), 78 Stat. 434; Nov. 28, 1967, Pub. L.
90-161, § 1, 81 Stac. 5i8; Dec. 16, 1967, Pub, L., 90-206,
Title II, § 225(h), 81 Stat, 644.)

REFERENCES IN TEXT

This amendatory Act, referred to in subd. (b), refers
to act June 28, 1846.

The Civil Service Retirement Act, referred to in subd.
(d) (1), 18 now covered by section 8301 et seq, of Title 5,
Government Organlzation and Employees.

Section 2263(b) of Title 5, referred to in subsec. (d) (2),
is now covered by section 8344 of Title 5.

AMENDMENTS

1069—Salaries of full-time referees and part-tlme ref-
erees increased respectively from maxiimums of $22,600
and 811,000 to maximums of $36,000 and $18,000 per
annum, commencing February 14, 1969, upon recom-
mendation of the President of the United States, pursuant
to Pub, L, 90-206, See note set out under section 358 of
Title 2, The Congress,

1067-—~Subd. (c¢) (1). Pub. L. 80-161 substituted “837°
for “32".

1964—Subd. (a). Pub. L. 88-426 substituted *'$22,500"
and "$11,000" for '"$15,000" and “87,500", respectively.

1862—Subd. (d) (1). Pub. L. 87-677 substituted *'Civil
Servlce Retirement Act' for “'section 693 of Title 5.

Subd. (d)(2). Pub. L. 87-677 inserted provisions re-
specting the compensation of retired referees for their
services.

1059—Pub. L. 86-110, § 1(a), substituted 'referees’ sal-
ary and expense fund" for “referees’ salary and expense
funds" in he section catchline.

Subd. (c)(1). Pub. L, 86-110, § 1(b), substituted "$32
for each estate for the referees’ salary and expense fund,
as hcrein below established” and “such fee” for "(a) 817
for each estate for the referees’ salary fund, and (b) $15
for each estate for the referees' expense fund, as herein-
below established’' and *“such fees".

Subd. (¢) (2). Pub, L, 86-110, § 1(c), substltuted "ref-
erces' salary and expense fund' for “referees’ salary fund
and for the referees' expense fund" in the first and second
sentences and for “‘referees' salary fund and the referces’
expense fund” in the tnird sentence and ‘‘schedule” for
“scheduies” in two instances and deleted ‘‘for each fund,
respectively,” following "equai’.

Subd, (c) (4). Pub. L, 86-110, § 1(d), substituted "ref-
erees' salary and expense fund' and 'salary and expense
fund" for ‘“referee’s salary fund and a referce's expense
fund’ and "salary fund and expense fund’ in the first
sentence: ‘‘The salaries of the referees in active service
and the expenses of the referees, including the salarles
of their clerical nssistants, shall be pald out of annual
approprlations from such salary and expense fund by the
United States” for “The salaries of the referces {n active
service shall be pald out of annual approprlations from
such salary fund, and the expenses of the referces, in-
cluding the salaries of their clerical nssistants, shall be
pald out of annual appropriti.cions from such expense
fund, by the United States”; *'salary and expense fund”
for "salary fund or expense fund" in the third sentence,
and for “salary fund or expense fund respectively’ in the
proviso,
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Subd. (¢)(6). Pub. L. 86-110, § 1(e), substituted “sal-
ary and expense fund’ for “respective salary and expense
funds”.

1956—Subd. (a). Act May 10, 1056,
“$16,000" for 812,600", and 87,600" for $6,000".

1952—8ubd. (n). Act July 7, 1962, incrensed salaries
of full-time referees from 810,000 to 812,600 per annum,
and part-time referees from 85,000 to 85,000 per annum.

1946-—Act June 28, 1946, amended section generally to
place all referees upon a salary basis, to simplify the
charges for referees' expenses and compensation so that
they will be easily computed and uniform, and to finance
the bankruptcy systeni on a natlonal basis instead of
having each referec responsibie for the financing of his
office as an individual unit.

1938—8ubd. (a). Act June 22, 1938, among other
changes, inserted provision for commissions of one-half
of 1 per centum on debts extended or pald in full from
estates administered by referees, .

Subd. (bh) and (c) reenacted without change by act
June 22, 1938.

EFFECTIVE DATE OF 1967 AMENDMENT

Section 3 of Pub, L. 90-181 provided that: “This amend-

atory Act [amending this section and section 80(a) of this

title] shall take effect on the thirtieth day following the
date of its approval [Nov. 28,1967}."

EFFECTIVE DATE OF 1964 AMENDMENT
Amendment of section by Pub, L. 88-426 effective on
the first day of the first pay period which begins on or
after July 1, 1964, except to the extent provided in sec-
tion 501(c) of Pub. L. 88-426, see section 501 of Pub. L.
88-426.

substituted

EFFECTIVE DATE OF 1950 AMENDMENT
Section 8 of Pub,. L. 88-110 provided that: *This amend-
atory Act [amending this section and sections 79, 104,
112, 1024, 1033, and 1069 of this title] shall take effect
on the first day of the flscal year following the date of
its approval.”

EFFECTIVE DATES; REPEALS; ETC., OF 1946 AMENDMENT

Effective dates, repeuls, saving provisions, and effect of
catchlines of act June 28, 1846, see note set out under
section 82 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title.

CROS8 REFERENCES

Compensation of referee in,

Corporate reorganization proceeding where petition
filed in pending bankruptcy proceeding, judge not
restricted by this section, see section 645 of this
title.

Real property arrangements where petition filed in
pending bankruptcy proceeding, judge not restrict-
ed by this section, see section 864 of this title.

Compensation of referees and,

Special masters in composition proceedings of local
taxing agencles not governed by this section, see
section 403 (b) of this title.

Trustees In,

Corporate reorganization proceedings not gov-
erned by this section and section 76 of this
title, ser section 641 of this title.

Real property arrangements not governed by this
section and section 76 of this title, see secuon
881 of this title.

Limitation of compensation of officers of court, see scc-
tion 112 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in sections 86, 87, 79, 403, 641,
646, 801, 804, 1033, 1059 of this title.

§ 69, Contempts before referees,
(a) A person shall not, in proceedings before a

referee, (1) disobey or resist any lawful order, proc-
ess, or writ; (2) misbehave during a hearing or so
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near the place thereof as to obstruct the same;
(3) neglect to produce, after having been ordered to
do so, any pertinent document; or (4) refuse to ap-
pear after having been subpenaed, or, upon appear-
ing, refuse to take the oath as a witness, or having
taken the oath, refuse to be examined according to
law: Provided, That a person other than a bankrupt
or, where the bankrupt is a corporation, its officers,
or the members of its board of directors or trustees
or of other similar controlling bodies, shali not be
required to attend as a witness before a referee at a
place more than one hundred miles from such per-
son's place of residence or unless his lawful mileage
and fee for one day's attendance shall be first paid
or tendered to him,

(b) The referee shall forthwith certify the facts to
the judge, if any person shall do any of the things
forbidden in this section, and he may serve or cause
to be served upon such person an order requiring
such person to appear before the judge upon a day
certain to show cause why he should not be adjudged
in contempt by reason of the facts so certified. The
judge shall thereupon, in a summaly manner, hear
the evidence as to the acts complained of and, if it is
such as to warrant him in so doing, punish such
person in the same manner and to the same extent
as for a contempt committed before him, or commit
such person upon the same conditions as if the doing
of the forbidden act had cccurred with reference to
the process of the court of bankruptcy or in the
presence of the judge. (July 1, 1898, ch. 541, § 41,
30 Stat. 556 June 22, 1938, ch. 575, § 1, 52 Stat. 859.)

AMENDMENTS

1938—Subd. (a). Act June 22, 1938, among other
changes, limited attendance as witnesses of persons other
than bankrupt, corporate officers and directors, and trus-
tees at a place more than oue hundred mifes from such
person's residence, instead of limitation that no person
shail be required to attend as a witness outside the State
of his residence and more than one hundred miles from
such residence,

Subd. (b). Act June 22, 1938, among other changes,
{nserted provision for service of show cause order by such
person should not be adjudged in contempt.

EFFECTIVE DATE AND CONSTRUCTION OF 1838 AMENDMENT

Effective date and construction of act June 22, 1038,
known as the Chandier Act, see note under section 1
of this title.

FEDERAL RULES oF CIVIL PROCEDURE

Subpoens, see ruic 46, Title 28, Appendix, Judiclary and
Judicial Procedure.

§ 70, Records of referees.

(a) The records of all proceedings in each case
before a referee shall be kept In the manner as pre-
scribed by the Supreme Court of the United States.

(b) A separate record shall be kept of the proceed-
ings in each case and shall, together with the papers
on file, constitute the records of the case.

(¢) The record of the proceedings shall, when the
case is concluded before the referee, be certified to by
him and shall, together with such papers as are on
file before him, be transmitted to the clerk and shall
remain until no longer needed in conducting current
business in the office of the clerk as a part of the
records of the court, (July 1, 1898, ch. 541, § 42, 30
stat. 556: June 22, 1938, ch. 575, § 1, 52 Stat. 860;
Oct. 25, 1951, ch. 562, § 2 (2), 65 Stat. 639; July 17,
1952, ch. 579, § 13, 66 Stat. 424.)
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AMENDMENTS

1952—8ubd. (a). Act July 7, 1952, provided that rec-
ords of referees shall be kept {n the manner prescribed by
the United States Supreme Court.

1951~-Subd. (¢). Act Oct. 25, 1951, inserted *until no
longer needed in conducting current business’.

1938—8ubd. (). Act June 22, 1933, substituted “are
kept” for "“were kept on July 1, 1898."

Subd. (b)., Act June 22, 1938, substitrted “A separate
record shall be kept of the proceeding:s {n each case” for
“A record of t. e proceedings in each case shall be kept
in a separate book or books,"

Subd. (c¢). Act June 22, 1938, substltuted reference i
record of proceedings for book or books containing rec-
ord of proceedings, provided for transmission to clerk
instead of to the court of bankruptcy, and for records to
remaln In office of clerk instend of the court.

EFFECTIVE DATE OF 19562 AMENDMENT

Amendment of section eflective three months after
July 17, 1952, see note under section 1 of this title,
EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of thlis title.

CROSS REFERENCES

Management and disposition of records, see sections
2901 et seq. and 3101 et seq. of Title 44, Public Printing
and Documents,

§ 71. Vacancies; referee’s absence or disability.

(a) Whenever the office of a referce is vacant,
or its occupant is absent or disqualified to act, the
clerk of the district court in which the territory or
any part of the territory served by such referee is
located shali immediately notify the Director of such
fact.

(b) A vacancy in the office of referee may be filled
without any changes in the salary or arrangements
upon the recommendations of the Director, the dis-
trict judge or judges, and the circuit council that
the office be so continued. If a change in the salary
or arrangements is recommended by the Director,
the district judge or judges, or the circuit council,
a vacancy shali not be filled untii the Conference
has acted thereon.

(¢) Whenever the office of a referee is vacant or
its occupant is temporarily absent or disquaiified to
act, or whenever the expeditious transaction of the
business of the court or courts of bankruptcy may
require, the judge, or any one of the judges, may act;
or the judge or the chief judge of the district may
designate and assign temporartly any referee of the
district to act; or the chief judge of the circuit may
designate and assign temporarily one or more
referees within the circuit to act upon presentation
of a certificate of necessity by the judge or chief
judge of the district wherein the need arises, or the
chief judge of the circuit may order that pending
cases be rereferred and future cases referred to one
or more referees within the circuit; or the Chief
Justice of the United States may designate and
assign temporarily a referee from another circuit
to act upon presentation of a certificate of necessity
by the chief judge of the circuit wherein the need
arises. No designaticu and assignment shall be
made without the consent of the chief judge or
judicial council of the circuit from which a referee
is to be designated and assigned. All designations
and assignments of referees shall be flled with the
clerks and entered on the minutes of the courts from
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and to which made, The Chief Justice of the
United States or a chief judge of a circuit or a
judge or chief judge of a district may make new
designations and assivnments in accordance with
the provisions of this subdivision, and may revoke
those previously made by him. (July 1, 1898, ch.
541, § 43, 30 Stat. 557; June 28, 1946, ch. 512, § 7, 60
Stat. 328; Sept. 19, 1950, ch. 954, 64 Stat. 866; Aug. 7,
1959, Pub. L. 86-144, § 1, 73 Stat. 296.)

AMENDMENTS

1950—Subd. (b). Pub, L. 86-144 substituted provision
permitting a vacancy in the office of a referee to be filled,
without any changes in the salary or arrangements, when
recommended by the Director, the district judge or
judges, and the circut council that the office be con-
tinued, without recommendation to the Conference or its
approval for provision that when the office is vacan!, the
Director shall recommend to the district judges, the
councils and the Conference whether a new appointment
should be made and no such appointment shali be macde
unti]l authorized by the Conference.

1950—Subd. (c). Act Sep‘. 19, 1850, provided for
temporary designations and at ignments of referees
by the judge or chief justice of the dilstrict, the
chief judge of the clrcuit, and the Chiet Justice of the
United States, ihstead of the judge or a majority of judges
of the district, the council, and the conference, respec-
tively, to provide for connent of the chlef judge or judicial
council of the circuit, and to provide for filing and sntry
of designations and assignments,

1946—Act June 28, 1946, provided for the notification
to the Director of the Administrative Office by the clerk
of the court of eny vacancy, absence, or disqualification
of a referee, to provide for the designation of another
referce from the same or another circuit, and to pro-
hibit the filling of a permanent vacancy unless authorized
by the conference of judges.

EFFECTIVE DATE; REPEALS; ETC., OF 1946 AMENDMENT

Effective date, repeals, saving provislons, and effect of
catchilnes of act June 28, 1946, see notes set out under
sectlon 62 of this titie.

SECTION REFERRED TO IN OTHER SECTIONS
This sectlon s referred to in section 62 of this title.

§ 72. Trustees; creditors’ committees; and attorneys.

(a) The creditors of a bankrupt, exclusive of the
bankrupt's relatives or, where the bankrupt is a
corporation, exclusive of its stockholders or members,
its officers, and the members of its board of directors
or trustees or of other similar controlling bodies,
shall, at the first meeting of creditors after the ad-
judieation, or after a vacancy has occurred in the
office of trustee, or after an estate has been reopened,
appoint a trustee or three trustees of such estate.
If the creditors do not appoint a trustee or if the
trustee so apnointed fails to qualify as herein pro-
vided, the court shall make the appointment. If the
bankrupt is a face-amount certificate company, as
defined in section 80a-4 of Title 15, the court alone
shall make the appointment; but the court shall not
make such appointment without first notifying the
Securities and Exchange Commission and giving it
an opportunity to be heard.

(b) Such creditors may, at their first meeting, also
appoint a committee of not less than three creditors,
which committee may consuit and advise with the
trustee in connection with the administration of the
estate, make recommendations to the trustee in the
performance of his duties and submit to the court
any question affecting the administration of the
estate,
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(c) An attorney shall not be disqualified to act as
attorney for a recelver or trustee mereiy by reason cf
his representation of a generai creditor. (July 1
1898, ch. 541. § 44, 30 Stat. 557; June 22, 1938, ch. 575,
$1, 52 Stat. 860; Aug 22, 1940, ch. 686, title I, § 29
(b), 54 Stat. 835.)

AMENDMENTS

1840—8ubd. (a). Act Aug. 22, 1940, Inserted last sen-
tence relating to appointment of trustees for face-
amount certificate company.

1938—Subd. (a), formerly entire section, amended gen-
erally by act June 22, 1938.

Subds. (b) and (¢) added by act June 23, 1938.

EFFECTIVE DATE OF 1940 AMENDMENT

Effective date of act Aug. 23, 1940, see sectlon 80a-52 of
Title 15, Commerce and Trade.

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
"nown as the Chandler Act, see note under section 1
of this title.

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Se-
curities and Exchange Commission were, with certain
exceptions, transferred to the Chalrman of such Com-
mission, with authority vested in him to authorize their
periurmance by any officer, employee, or administrative
unit under his jurisdiction, by 1860 Reorg. Plan No. 10,
§§ 1, 2, eff. May 24, 1950, 16 ¥. R. 3175, 64 Stat. 1266, set
out In note under section 78d of Title 16, Commerce and
Trade.

CROBS REFERENCES

Nepotism in appointment of recelver or trustee, sce
section 1910 of Title 18, Crimes and Criminal Procedure.

Partnership bankruptcy trustees, see section 23 of this
title,

Title, rights, powers, and dutles of trustee iIn,

Corporate reorganization proceeding same as trustee

appointed under this sectlion, see sections 586 and 587

of this tltle.

Real property arrangements same as trustee appointed
under this sectlon, see sections 841 and 842 of this title.
SECTION REFERRED TO IN OTHER SECTIONS

This section is ref~rred to In sections 205, 586, 687, 638,
841, 842 of this title.

§ 73. Receivers and trustees; gualifications,

Receivers and trustees shall be (1) individuals who
are competent to perform their duties and who reside
or have an office in the judicial district within which
they are appointed; or (2) corporations authorized
by their charters or by iaw to act in such capacity
and having an office in the judicial district within
which they are appointed. (July 1, 1898, ch. 541,
§ 45, 30 Stat. 557; June 22, 1938, ch. 575, §1, 52
Stat. 860.)

AMENDMENTS

1938—Act June 22, 1938, inserted “Recelvers and’ pre-
ceding “trustees" and made other changes in phraseology.
EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22. 1938,
known as the Chandler Act, see note under sectlon 1
of this title.

SECTION REFERRED TO IN OTHER BECTIONS
This section is referred to in sectlon 556 of this title.

§ 74. Same; death or removal.

The death or removali of a receiver or trustee shall
not abate any suit or proceeding which he is prose-
cuting or defending at the time of his death or
removal, but the same may be proceeded with or
defended by his joint receiver or joint trustee or
successor in the same manner as though the same
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had been commenced or was being defended by such
joint receiver or joint trustee alone or by such suc-
cessor. (July 1, 1898, ch. 541, § 46, 30 Stat. 557;
June 22, 1938, ch. 575, § 1, 52 Stat. 860.)
AMENDMENTS

1938—Act June 22, 1938 included recelver.
EFFECTIVE DATE AND CONSTRUCTION OF 1038 AMENDMENT

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title.

Crogs REFERENCES

Removal for cause of receivers and trustees, see section
11 (a) (17) of this title.

§75. Trustees; duties,

(a) Trustees shall (1) collect and reduce to money
the property of the estates for which they are trust-
ees, under the direction of the court, and close up
the estates as expeditiously as is compatible with
the best interests of the parties in interest; (2) de-
posit all money received by them in designated
depositories initially in demand deposits; and sub-
sequently, if authorized by the court, in interest-
bearing savings deposits, time certificates of deposit,
or time deposits-open account; (3) account for and
pay over to the estates under their control all inter-
est received by them upon funds belonging to such
estates; (4) disburse money only by check or draft
on such depositories; (5) keep records and accounts
showing ali amounts and items of property received
and from what sources, all amounts expended and
for what purposes and all items of property dis-
posed of; (6) set apart the bankrupts’ exemptions
allowed by law, if claimed, and report the items and
estimated value thereof to the courts as soon as
practicable after their appointment; (7) examine
the bankrupts (a) at the first meetings of creditors
or at other meetings specially fixed for that pur-
pose, unless they shall already have been fully exam-~
ined by the referees, receivers, or creditors, and (b)
upon the hearing of objections, if any, to their dis-
charges, unless otherwise ordered by the court; (8)
examine all proofs of claim and object to the allow-
ance of such ciaims as may be improper; (9) op-
pose at the expense of estates the discharges of
bankrupts when they deem it advisable to do so;
(10) furnish such information concerning the
estates of which they are trustees and their admin-
istration as may be requested by parties in interest;
(11) pay dividends within ten days after they are
declared by the referees; (12) report to the courts
in writing the condition of the estates, the amounts
of money on hand, and such other details as may
be required by the courts, within the first month
after their appointment and every two months
thereafter; unless otherwise ordered by the courts;
(13) make fina! reports and file final accounts with
the courts fifteen days before thc days fixed for
the final meetings of the creditors; and (14) lay
before the final meetings of the creditors detailed
statements of the administration of the estates.

(b) Whenever three trustees have been appointed
for an estate, the concurrence of at least two of them
shali be necessary to the validity of their every act
concerning the administration of the estate.
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(¢) The trustee shall, within ten days after his
qualification, record a certified copy of the order
approving his bond in the office where conveyances
of real estate are recorded in every county where
the bankrupt owns real property or an interest
therein, not exempt from execution, and pay the fee
for such filing. He shall recelve a compensation of
50 cents for each copy so filed which, together with
the filing fee, shall be paid out of the estate of the
bankrupt as a part of the expenses of administration.
(July 1, 1898, ch. 541, § 47, 30 Stat. 557; Feb. 5, 1903,
ch. 487, § 10, 32 Stat, 799; June 25, 1910, ch. 412, § 8,
36 Stat. 840; June 22, 1938, ch. 575, § 1, 52 Stat. 860;
May 8, 1963, Pub, L. 88-16, 77 Stat. 14

AMENDMENTS

1963—Subd. (a)(2). Pub. L. 88-16 provided for de-
posits initially in demand deposits and subsequently,
when authorized by the court, in interest-bearing savings
deposits, time certificates of deposit. or time deposits-
open account.

1938—Subd. (a) amended by act June 22, 1038,
Clauses 1-—6, formerly 2, 3, 1, 4, 6, and 11, respectively,
amended. Clauses 7--9 added. Clauses 10—14, for-
merly 5, 8, 10, 8, and 7, respectively, reenacted without
change.

Subd. (b) reenacted wlthout change by act June 22,
1938.

Subd. (¢) amended generally by act June 22, 1838.
EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title.

CRrOSS REFERENCES

Preferences, avoldance by trustee, see sectlon 96 of
this title.

Title to property, vestment in trustee, see section 110
of thls title.

§ 76. Receivers; marshals, and trustees; compensa-
tion.
(a) Recervers,
The compensation of receivers appointed under
this title, for their services pavable after they are
rendered. shall be as follows:

(1) As custodians.

Receivers appointed pursuant to clause (3) of
subdivision (a) of section 11 of this title who serve
as mere custodians cuall receive such amount as
may be allowed by the court, but in no event to
exceed 2 per centum on the first $1,000 or less
and one-half of 1 per centum on all above $1,000
on moneys disbursed by them or turned over by
them to any persons, including lienholders and
also upon moneys turned over by them to the
trustees and on money subsequently realized from
property turned over by them in kind to the
trustee.

(2) With full powers.

Receivers appointed pursuant to clause (3) of
subdivision (a) of section 11 of this title who serve
otherwise than as mere custodians shall receive
compensation by way of commissions upon the
moneys disbursed or turned over to any persons,
including lienholders, by them and also upon the
moneys turned over by them or afterward realized
by the trustees from property turned over in
kind by them to the trustees, such amount as
the court may allow, but in no event to exceed 6
per centum on the first $500 or less, 4 per centum

on all in excess of $500 but not more than $1,500,
2 per centum on all above $1,600 and not more
than $10,000, and 1 per centum on all above
$10,000.

(3) Conducting business.

Reeelvers appointed pursuant to clause (3) of
subdivision (a) of section 11 of this title who con-
duct the business of the bankrupt as provided in
clause (5) of subdivision (a) of scction 11 of this
title, shall receive such amount as may be allowed
by the court, but in no event to exceed twice the
maximum allowance permitted by paragraph (2)
of this subdivision.

(4) Ancillary receivers.

The compensation of ancillary receivers ap-
pointed pursuant to this title shall be such amount
as may be allowed by the court of ancillary juris-
diction, but in no event to exceed the maximum
compensation permitted by paragraphs (1), (2),
or (3) of this subdivision, as the case may be,
based upon assets in such ancillary jurisdiction.

(b) Marshals,

The compensation of marshals, payable after their
services are rendered, shall be such amount as may
be allowed by the ecurt. but in no event to excced
the maximum allowance permitted for receivers for
like services.

(¢) Trustees.

The compensatlon of trustees for their services,
payable after they are rendered, shall be a fee of $10
for each estate, deposited with the clerk at the time
the petition is flled in eaeh case, except where in-
stallment payments may bhe authorized pursuant to
section 68 of this title, and such further sum as the
court may allow, as follows:

(1) Normal administration,

When the trustee does not conduct the business
of the bankrupt, such sum as the court may allow,
but in no event to exceed 10 per centum on the
first $500 or less, 6 per centum on moneys in excess
of $500 and not more than $1,500, 3 per centum on
moneys in excess of $1,500 and not more than
$10,000, 2 per centum on moneys in excess of
$10,000 and not more than $25,000, and 1 per
centum on moneys in excess of $25,000, upon all
moneys disbursed or turned over by them to any
persons, including lienholders: Provided, however,
That in any case, after the trustee has paid all
expenses of administration and has realized upon
all available assets, the maximum compensation
allowable to him hereunder does not exceed $150,
the court may of its own motion allow the trustee
a fee which with the commissions, if any, paid or
to be paid him shall not exceed $150.

(2) Conducting business.,

Trustees who conduct the business of the bank-
rupts as provided in clause (5) of subdivision
(a) of section 11 of this title shall receive such
amount as may be allowed by the court, but in no
event to exceed twice the maximum allowance
permlitted by paragraph (1) of this subdivision.

(d) Apportionment of fees.

In the event of the appointment, concurrently or
successively, of more than one receiver of an estate
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or of moie than one ancillary receiver in the same
jurisdiction, or in the event of the administration
of an estate by three trustecs instead of one trustee
or by successive trustees, the court shall apportion
the fees and commissions among such receivers, an-
cillary receivers, or trustees, as the case may be, ac-
cording to the services actually rendered, so that
there shall not be paid to any such group a greater
amount than that to which one receiver, ancillary
recefver, or trustee, respectively, would be entitled.

(e) Withholding compensation.

The court may, in its discretion, withhold all com-
pensation from any recefver, trustee, attorney, or
any other person who has been removed from office
or dismissed becausc of the unlawfui sharing of fees
or for any other cause.

(f) Arrangements.

In the case of an arrangement confirmed under
this title, the compensation of a marshal, receiver,
or trustee in a prior pending bankruptcy proceeding
superseded by the arrangement procceding, or of a
receiver appointed in an original proceeding for an
arrangement under this title, shall be the same as
hereinabove provided for a marshal, receiver, or
trustee, as the case may be, for like services. Such
compensation shall be computed upon all moneys
disbursed or turned over by him to any persons, in-
cluding lienholders, upon all moneys to be paid to
unsecured creditors upon the confirmation of the
arrangement and thereafter, pursuant to the terms
of the arrangement, and where under the arrange-
ment alhy part of the consideration to be paid is
other than money, upon the amount of the fair
vafue of such consideration: Provided, however, That
the court may, in respect to all moneys to be paid
to such unsecured creditors after the confirmation
of the arrangement, prescribe such time for the pay-
ment of the compensation computed thereon as in
the particular case may be fair and equitable.

(g) Plans of reorganization.

In the casc of a plan of reorganization confirmed
under this title, the compensation of a marshal, re-
celver, or trustee, in a prior pending bankruptey pro-
ceeding superseded by the reorganization proceeding
shall be the same as hereinabove provided for a
marshal, receiver, or trustee, as the case may be. for
fike services. Such compensation shall be computed
upon all moneys disbursed or turned over by him to
any persons, including lienholders, upon all moneys
to be paid to unsecured creditors upon the consum-
mation of the plan of reorganization and thereafter,
pursuant to the terms of the plan of reorganization,
and where under the plan of reorganization any part
of the consideration to be paid to unsecured credi-
tors is other than money, upon the amount of tle
fair value of such consideration: Provided, however,
That the court may, in respect to the moneys to be
paid to such unsecured creditors after the consum-
mation of the plan of reorganization, prescribe such
time for the payment of thie compensation computed
thereon as in the particular case may be fair and
equitable. (July 1, 1898, ch. 541, § 48, 30 Stat. 557;
Feb. 5, 1903, ch. 487, § 11, 32 Stat. 799; June 25, 1910,
ch. 412, § 9, 36 Stat. 840; June 22, 1938, ch, 575, § 1,
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52 Stat. 861; May 28, 1956, ch. 330, § 1, 70 Stat. 216;
June 11, 1960, Pub. L. 86-504, § 1, 74 Stat. 198; Sept.
25, 1962, Pub. L. 87-681, § 4, 76 Stat. 570.)

AMENDMENTS

1062——Subd. (c). Pub, L. 87-681 substituted ‘where
installment payments may be authorized pursuant to
section 68 of this title” for “when o fee is not required
from a voluntary bankrupt.”

1860—Subd. (c). Pub. L. 86-504 Increased closing
feo from 85 to $10.

1866-—Subd. (c) (1). Act May 28, 1956, tncreased rates
of compensation allowable by courts to trustees by sub-
stituting per centum figures “10" for “6", 6" for “4",
“3" for 2", and “2" for "1"; added "and not more than
$25,000, and 1 per centum on moneys In excess of $25,000",
and substituted “$150" for “$100" in two places In the
proviso.

1838—Act June 22, 1938, amended section generally.

EFFECTIVE DATE OF 1956 AMENDMENT

Section 2 of act May 28, 1856, provided that: "The
provisions of this Act [amending subd. (¢) (1) of this
section| shall apply to all cases in which the petition
initlating the proceeding under the Bankruptcy Act is
filed subsequent to the date of the enactment of this act
|May 28, 1956].”

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

CROSS REFERENCES

Compensation of referees and trustees in,

Corporate reorganization proceedings not governed
by ihis section and section 68 of this title, seo sec-
tlon 641 of this title,

Ieal property arrangements not governed by this
sectlon and section 68 of this title, see section 891
of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to In sections 11, 641, 644, 881,'
883 of this title.

§ 76a. Receivers and trustees; apportionment of ap-
pointmenis; disqualificaiion; compensation.

In the administration of this title the district court
or any judge thercof shall, in its or his discretion, so
apportion appointments of receivers and trustees
among persons, firms, or corporations, or attorneys
therefor, within the district, eligible thereto, as to
prevent any person, firm, or corporation from having
a monopoly of such appointments within such dis-
trict. No person shall be appointed as a receiver or
trustee who is a near relative of the judge of the
court making such appointment, The compensation
allowed a receiver or trustec or an attorney for a
receiver or trustee shall in no case be excessive or
exorbftant, and the court in fixing such compensation
shall have in mind the conservation and preservation
of the estate of the bankrupt and the interests of the
creditors therein. (June 7, 1934, ch. 424, § 3, 48 Stat,

923.)
CODIFICATION

Section was not enacted as a part of the Bankruptcy
Act which comprises this title.
CRrOSS REFERENCES

Nepotism in appointment of receiver or trustee gen-
erally, see section 1910 of Title 18, Crimes and Crimlnal
Procedure.

£ 77. Reccivers and trustees; accounts and papers.
The accounts and papers of receivers and trustees
shall be open to the inspection of officers and all
parties in interest. (July 1, 1898, ch. 541, § 49,
30 Stat. 558; June 22, 1938, ch. 575, § 1, 52 Stat. 863.)
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AMENDMENTS
1938—Act June 22, 1938, Included recelvers.

EFFECTIVE DATE AND CONSTRUCTION OF 1838 AMENDMENT

Effectlve date and construction of act June 22. 1938,
known as the Chandler Act, see note under section 1 of
this title.

§ 78. Bonds.

(a) Referees, before assuming the duties of their
offices and within such time as the district courts of
the United States having jurisdiction shall prescribe,
shall qualify by entering into bond to the United
States In such sum as shall be fixed by such courts,
not to exceed $56.000, with such sureties as shall be
approved by such courts, conditioned for the faithful
performance of their official duties.

(b) Recelvers and trustees, before entering upon
the performance of their official duties and within
five days after their appointment or within such fur-
ther time, not to exceed flve days, as the court may
permit, shall qualify by entering into bond to the
United States, with such sureties as shall be approved
by the courts, conditioned for the faithful perform-
ance of their official duties.

(c) The court shall fix the amount of receivers' and
trustees’ bonds and may increase or decrease the
amounts at any time when cause therefor appears.

(d) The court shall require evidence as to the
actual value of the property of sureties.

(e) There shall be at least two sureties upon each
bond, except as provided in subdivislon (g) of this
section,

(f) The actual value of the property of the sureties,
over and above their Habillties and exemptions, on
each bond shall equal at least the amount of such
bond.

(g) Corporations organized for the purpose of be-
coming sureties on bonds or authorized by law‘to do
so may be accepted as sole sureties upon the bonds of
referees, receivers, and trustees whenever the courts
are satisfled that the rights of all parties in interest
will be thereby amply protected.

(h) Bonds of referees, receivers, trustees, and des-
ignated depositories shall be flled of record in the
office of the clerk of the court and may be proceeded
upon in the name of the United States for the use of
any person injured by a breach of their conditions or
may be enforced as provided in subdivision /m) of
this section.

(1) Recelvers or trustees shall not be liable person-
ally or on their bonds to the United States for any
penalties or forfeitures Incurred by the bankrupts
under this title of whose estates they are receivers
or trustees.

(}) Joint receivers or trustees may give joint or
several bonds.

(k) If any referee, receiver, or trustee shall fail to
give bond as herein provided and within the time lim-
ited, he shall be deemed to have declined his ap-
pointment and such faflure shall create a vacancy in
his office.

(1) Proceedings upon referees’ bonds shall not be
brought subsequent to two years after the alleged
breach of the bond.

(m) Proceedings upon receivers’ or trustees' bonds
shall not be brought subsequent to two years after
thetr respective discharges.
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(n) In the event of the breach of any obligation of
& bond furnished pursuant to this titie, the court
may, upon application of any party in interest and
after notice, summarily determine the damages and
by appropriate process enforce the collection thereof
from those liable on the bond. (July 1, 1898, ch, 541,
§ 50, 30 Stat. 558; June 22, 1838, ch. 575, § 1, 52 Stat.

863.)
AMENDMENTS

1938—Subds. (a), (d), and (e) reenacted without change
by act June 22, 1938.

Subds. (b), (c), (e), and (g)—(m) amended generaily
by act June 22, 1938.

Subd. (n) added by act June 22, 1938,
EFFECTIVE DATE AND CONSTRUCTION OF 1038 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

CROSS REFERENCES

Order approving trustee's bond, see Form 24, Appendlx
to this title.

Recelver or trustee, bond of, see Form 23, Appendix
to thls title.

Referee's bond, see Form 16, Appendix to this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 109 of this title.

§179. Clerks; duties.

Clerks shall (1) account for, as for other fees re-
ceived by them, the ¢lerk’s fee paid In each case and
such other fees as may be received for certified copies
of records which may be prepared for persons other
than officers; (2) collect the fees of the clerk and
trustee and the fees for the referees’ salary and ex-
pense fund provided in paragraph (1) of subdivision
(c) of section 68 of this title in each case Instituted
before filing the petition, except where installment
payments may be c.athorized pursuant to section 68
of this title, and collect the various other fees, allow-
ances and charges for the services of referees and
for thelr expenses, including thelr services and ex-
penses as conciliation commissioners and as special
masters under this title; (3) collect the fees of
the clerk and referee in each anciiiary proceeding
before flling the petition whereby the anciilary pro-
ceeding Is instituted; (4) dellver to the referees all
papers which may be referred to them or, if the
offices of such referees are not in the same citles or
towns as the offices of such clerks, transmit such
papers by mall and in like manner return papers
which were recelved from such referees after they
have been used; and (5) transmit to the Treasury of
the United States all fees, allowances and charges
collected for the referees’ salary and expense fund,
and transmit to the trustee, within ten days after a
case had been closed the fee collected for him at the
time of the filing of the petition. (July 1, 1898, ch.
6541, § 51, 30 Stat. 558; June 22, 1938, ch. 575, § 1, 52
Stat. 864; June 28, 1946, ch. 512, § 8, 60 Stat. 329;
July 28, 1958, Pub, L. 86-110, § 2, 73 Stat. 260.)

AMENDMENTS

1850—Clause (2). Pub. L. 86-110, § 2(a), substituted
“referees’ salary and expense fund” for “referees' salary
fund and referees’ expense fund"”.

Clause (5). Pub. L. 88-110, § 2(b), substituted “ref-
erees’ salary and expense fund” for “referees’ salary fund
and the referees' expense fund”.

1946—Act June 28, 1946, amended clauses (2) and (5)
to place upon the clerk the duty of coilecting the various
fees and allowances for the compcnsation and expeljses
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of referees, and of covering them Into the Treasury for
the respective salary and expense funds.

1938~-Clauses (1), (2), and (6), formerly (1), (2), and
(4), respectlvely, reenacted without change by act June
22, 1938.

Ciause (3) added by act June 22, 1838,

Ciause (4), formerly (3), amended by act June 22, 1938.

ErFecTIVE DATE OF 19580 AMENDMENT

Amendment of sectlon by Pub, L. 86-110 effectlve on the
first day of the first fiscal year following July 28, 1959, see
section 8 of Pub. L. 86-110, set out as a note under section
68 of this title.

EFFECTIVE DATES; REPEALS, ETC., OF 1046 AMENDMENT

Effective dates, repeals, saving provisions, and cffect of
catchlines of act June 28, 1946, sce notes set out under
section 62 of this title,

EFFECTIVE DATE AND CONSTRUCTION OF 1038 AMENDMENT

Effective date and construction of act June 22, 19838,
known as the Chandler Act, see note under section 1 of
this title.

§ 80. Clerks and marshals; compensation.

(a) Clerks shall charge and collect for their serv-
lces to each estate, whether in a court of primary
or ancillary jurisdiction, a filing fee of $3. The clerk
may collect this amount in installments when such
installment payments have been authorized by Gen-
eral Order of the Supreme Court of the United States.

(b) Marshals shall charge the estate where an ad-
judication in bankruptcy is made, except as herein
otherwise provided, for the performance of their
services in proceedings in bankruptcy, the same fees,
and account for them in the same way, as they are
entitled to charge for the performance of the same
or similar services in other cases in accordance with
laws in force on July 1, 1898, or such as may be
thereafter enacted, fixing the compensation of mar-
shals, (July 1, 1898, ch, 541, § 52, 30 Stat. 559; Feb.
26, 1919, ch. 49, § 1, 40 Stat. 1182; Feb. 11, 1921, ch.
46, 41 Stat. 1099; June 22, 1938, ch. 575, § 1, 62 Stat.
864; June 28, 1946, ch. 512, § 8a, 60 Stat. 329; Nov. 28,
1967, Pub. L. 90-161, § 2, 81 Stat. 518,

AMENDMENTS

1967—Subd. (a). Pub, L. 90-181 substituted “'$3" for
88",

1946—Subd. (a). Act June 28, 1946, reduced the fillng
fee from $10 to $8, omitted “except when a fee Is not
required from a voluntary bankrupt” and added provision
concerning installments,

1938—Subd. (a). Act June 22, 1938, omitted ''re-
spectively” preceding ‘“charge and collect”, inserted "In
a court of primary or anclilary jurisdiction” preeeding
*a filing fee”, and added n provision requiring payment
of fee Into Unlted States Treasury,

Subd, (b). Aet June 22, 1938, omlitted '‘respectively”
preceding '‘charge the estate”.

EFFeCTIVE DATE OF 1967 AMENDMENT
Amendment by Pub. L. 80-161 effective on the thirtieth
day following Nov. 28, 1967, see section 3 of Pub, L. 80-161,
set out as a note under sectlon 68 of this title.

EFFECTIVE DATES; REPEALS, ETC,, OF 1946 AMENDMENT
Effective dates, repeals, saving provislons, and effect of

catchlines of act June 28, 1946, sce notes set out under
section 62 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1838 AMENDMENT
Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, sce note under sectlon 1

of this tltle.
CROSS REFERENCES

Compensation of marshals, see section 76 (b) of this
title,

Fees of clerks of distrlct courts, see sections 1914, 1917
of Tltle 28, Judiclary and Judiclal Procedure.
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§ 81. Statistics,

The Director annually shall lay before Congress
statistical tables which will accurately reflect thc
business transacted by the several bankruptcy
courts, a statement of the amounts received and dis-
bursed for the referees’ salary fund and reterces’
expense fund, and all other pertinent data, (July 1,
1898, ch. 541, §53, 30 Stat. 559; June 22, 1938,
ch, 575, §1, 52 Stat. 864; June 28, 1946, ch. 512,
§ 9, 60 Stat. 329,)

AMENDMENTS

1946—Act June 28, 1946, imposed upon the Director of
the Adminlstrative Office the duty to gather all statistics
with regard to the operation of this title, and to submit
annual reports to Congress.

1938—Act June 22, 1938, amended sectlon generally,

EFFecTiVE DATES, REPEALS, Et1C., OF 1046 AMENDMENT

Effective dates, repeals, saving provislons and effect of
catchlines of act June 28, 1946, see notes set out under
section 62 of this title,

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this tltle.

§ 82, Repealed. June 28, 1946, ch. 512, § 10, 60 Stat. 329.

Section, act July 1, 1898, ch. 541, § 54, 30 Stat. 559,
required officers to furnish information for statistical
purposes. For effective date of repealing act, see note
under section 62 of this title.

Chapter 6.—CREDITORS

Sec.
91. Meetings of creditors.
92. Voters at ereditors’ meeting.
03. Proof and allowance of claims.
93a. Same; Nmitation on time of proving certaln claims.
94. Notices.
95, Who may file and dismiss petitions.
96  Preferred creditors

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter Is referred to in sectlons 45, 502, 781, 802,
886, 1002, 1069 of this title,

§ 91. Meetings of creditors.

(a) The court shall cause the first meeting of the
creditors of a bankrupt to be held not less than ten
nor more than thirty days after the adjudication,
at the place or at one of the places designated by the
conference pursuant to paragraph (1) of subdivlsion
(b) of section 66 of this title as a place at which
court shall be held within the judicial district in
which the proceeding is pending or if that place
would be unreasonably inconvenient as a place of
meeting for the parties in interest, the court shall
fix a place for the meeting within said judicial
district which is not unreasonably inconvenient for
the parties in interest. If such meeting should by
any mischance not be held within such time, the
court shall fix the date as soon as may be thereafter,
when it shall be held,

(b) At the first meeting of creditors, the judge or
referee shall preside and, before proceeding with
other business, may allow or disallow the claims of
creditors there presented, and shall publicly exam-
ine the bankrupt or cause him to be examined, and
may permit creditors to examine him,

(¢) The creditors shall at each mecting take such
steps as may be pertinent and necessary for the pro-
motion of the best interests of the estate and the en-
fercement of this title,
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(d) The court shall call a meeting of creditors
whenever one-fourth or more in number of those who
have proved their claims shall file a written request
to that effect; if such request is signed by a msjority
of such creditors, which number represents & major-
ity in amount of such claims, and contails a request
for such meeting to be held at a designated place, the
court shall call such meeting at such place within
thirty days after the date of the filing of the request.

(e) Whenever the affairs of the estate are ready to
be closed a final meeting of creditors shall be ordered:
Provided, however, That a no-asset case may be
closed without ordering such final meeting. (July 1.
1898, ch. 541, § 65, 30 Stat. 559: June 22 1938, ch. 575,
§ 1, 52 Stat. 865; May 16, 1951, ch. 82, 65 Stat, 42.)

AMENDMENTS

1851—Subd. (a) amended generally by act May 186,
19851, to permit the court to fix the place for the holding
of the first meeting of the creditors.

1838—Subds. (b) and (e), formerly (b) and (f), respec-
tively, amended by act June 22, 1838,

Subds. (a). (c¢), and (d), formerly (a), (c). and (e},
respectlvely, reenacted without change by act June 22,
1038.

Former subd. (d), which related to subsequent meet-
ing on consent of all creditors with allowed claims, was
not reenacted as a part of thls section by act June 22,
1938,

EFFECTIVE DATE AND CONSTRUCTION OF 1838 AMENDMENT

Effective date and constructlon of act June 22, 1838,
known as the Chandler Act, see note under section 1
of this title.

CROSS REFERENCES

Examination of bankrupt, sce section 25 (a) (10) of thls
title.

Power of attorney and special power of attorney, sce
Forms 18 and 10, Appendix to this title.

Speclal meeting of creditors authorlzed by court, see
Gen. Ord. 25, Appendix to this title.

§92. Voters at creditors’ meeting.

(a) Creditors shall pass upon matters submitted to
them at their meetings by a majority vote in number
and amount of claims of all creditors whose claims
have been allowed and who are present, except as
herein otherwise provided.

(b) Except as otherwise provided in this title, cred-
itors holding claims which are secured or have priority
shalf not in respect to such claims be entitled to vote
at creditors’ meetings, nor shall such claims be
counted in computing either the number of creditors
or the amount of their claims, unless the amounts of
such claims exceed the values of such securities or
priorities, and then only for such excess.

(¢) Claims of $50 or less shall not be counted in
computing the number of creditors voting or present
at creditors’ meetings, but shall be counted in com-
puting the amount. (July 1, 1898, ch. 541, § 56, 30
Stat. 560; June 22, 1938, ch. 575, § 1, 52 Stat. 865.)

AMENDMENTS
1938—Subd. (a). Act June 22, 1938, reenacted subd. (a)
without change.
Subd. (b). Act June 22, 1938, inserted “Except as other-
wise provided in this title,” at the beginning.
Subd. (c¢) ndded by act June 22, 1038,

EFFECTIVE DATE AND CONSTRUCTION OF 1838 AMENDMENT

Effective date and constructlon of act June 22. 1938,
known as the Chandler Act, sce note under section 1
of this tiltle.

Cross REFERENCES

Claims which may be proved and allowed, see sectlon
103 of this title.

Trustee, voting for, see sectlon 72 of this title.

TITLE 11.—BANKRUPTCY

Page 2088

§93. Proof and allowance of claims.

() A proof of claim shali consist of a statement,
in writing and signed by a creditor, setting forth the
claim; the consideration therefor; whether any and,
if so, what securitics are held therefor; and whether
any and, if so, what payments have been made there-
on; and that the claim {s justly owing from the bank-
rupt to the creditor. A proof of claim filed in ac-
cordance with the requirements of this title, the
General Orders of the Supreme Court, and the offl-
ciai forms, even though not verified under oath, shail
constitute prima facie evidence of the validity and
amount of the claim.

(b) Whenever a claim is founded upen an instru-
ment of writing, such instrument, unless lost or de-
stroyed, shall be filed with the proof of claim. If
such instrument is lost or destroyed, a statement of
such fact and of the circumstances of such loss or
destruction shall be filed under oath with the claim.
After the claim is allowed or disallowed, such in-
strument may be withdrawn by permission of the
court upon leaving a copy therecof on file with the
ciaim.

(c) Proofs of claim may, for the purpose of al-
lowance, be filed by the claimants in the court of
bankruptcy where the proceedings are pending or
before the referee if the case has been referred.

(d) Ciaims which have been duly proved shall be
allowed upon reeeipt by or upon presentation to the
court, uniess objection to their allowance shall be
made by parties in interest or unless their consid-
eration be continued for cause by the court upon its
own motion: Provided, however, That an unliqui-
dated or contingent claim shall not be allowed un-
less liquidated or the amount thereof cstimated in
the manner and within the time directed by the
court; and such claim shall not be allowed if the
court shall determine that it is not capable of liqui-
dation or of reasonable ecstimation or that such liq-
uidation or estimation would unduly delay the ad-
ministration of the estate or any proceeding under
this title.

(e) Claims of sccured creditors and those who have
priority may be temporarily allowed to enable such
creditors to participate in the proccedings at
ereditors’ meetings held prior to the determination
of the value of their securities or priorities, but shall
be thus temporarily allowed for such sums only as te
the courts seem to be owing over and above the
value of their securities or priorities.

(f) Objections to claims shali be heard and deter-
mined as soon as the convenience of the court and
the best interests of the estates and the claimants
will permit.

(g) The clalins of creditors who have received or
acquired preferences, liens, conveyances, transfers,
assignments or encumbrances, void or voidable
under this title. shall not be allowed unless such
creditors shall surrender such preferences, liens,
conveyances, transfers, assignments, or encum-
brances.

(h) The value of securities held by securcd credi-
tors shall be determined by converting the same
into moncy according to the terms of the agreement
pursuant to which such securities were delivered to
such creditors, or by such creditors and the trustee
by agreement, arbitration, compromise or iitigation,
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ag the court may direct, and the amount of such
value shall be credited upon such claims, and a
dividend shall be pald only on the unpaid balance.
Such determination shall be under the supervision
and control of the court.

(1) Whenever a creditor whose claim agalnst a
bankrupt estate Is secured, in whole or in part, by
the individual undertaking of a person, fails to prove
and file that claim, that person may do so in the
creditor’s name, and he shall be subrogated to the
rights of the creditor, whether the claim has been
filed by the creditor or by him in the creditor’s name,
to the extent that he discharges the undertaking
except that in absence of an agreement to the con-
trary, he shall not be entitled to any dividend until
the amount paid to the creditor on the undertaking
plus the dividends paid to the creditor from the
bankrupt estate on the claim equal the amount of
the entire claim of the creditor. Any exeess re-
ceived by the creditor shall be held by him in trust
for such person.

(j) Debts owing to the United States or to any
State or any subdivision thereof as a penalty or for-
feiture shall not be allowed, except for the amount of
the pecuniary loss sustained by the act, transaction,
or proceeding out of which the penalty or forfeiture
arose, with reasonable and actual costs occasioned
thereby and such interest as may have accrued on
the amount of such loss according to law.

(k) Claims which have been allowed may be recon-
sidered for cause and reallowed or rejected in whole
or in part according to the equities of the case, be-
fore but not after the estate has been closed.

(I) Whenever a claim shall have been reconsidered
and rejected, in whole or in part, upon which a divi-
dend has been paid, the trustee may recover from
the creditor the amount of the dividend received
upon the claim if rejected in whole, or the propor-
tional part thereof if rejected only in part, and the
trustee may also recover any excess dividend paid
to any creditor. The court shall have summary
jurisdiction of a proceeding by the trustee to recover
any such dividends.

(m) The claim of any estate which is being ad-
ministered In bankruptcy against any like estate
may be proved and filed by the recelver or trustee
and allowed by the court in the same manner and
upon ke terms as the claims of other creditors.

(n) Except as otherwise provided in this title,
all claims provable under this title, including all
claims of the United States and of any State or any
subdivision thereof, shall be proved and filed in the
manner provided in this section. Claims which are
not filed within six months after the first date set
for the first meeting of creditors shall not be allowed:
Provided, however, That the court may, upon appli-
cation before the expiration of such period and for
cause shown, grant a reasonable fixed extension of
time for the filing of claims by the United States or
any State or any subdivision thereof: Provided
Jurther, That the right of infants and insane persons
without guardians, without notice of the bankruptey
proceedings, may continue six months longer: And
nrovided further, That a claim arlsing in favor of a
person by reason of the recovery by the trustee from
such person of money or property, or the avoidance
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by the trustee of a llen held by such person, may be
filed within thirty days from the date of such re-
covery or avoldance, but if the recovery is by way of
a proceeding in which a final judgment has been
entered agalnst such person, the claim shall not be
allowed if the money is not paid or the property
Is not delivered to the trustee within thirty days
from the date of the rendering of such final judg-
ment, or within such further time as the court may
allow. When in any case all claims which have been
duly allowed have been paid in full, claims not
filed within the time hereinabove prescribed may
nevertheless be flled within such time as the court
may fix or for cause shown extend and, if duly
proved, shall be allowed against any surplus remain-
ing in such case. (July1, 1898, ch. 541, § 57, 30 Stat.
560; Feb, 5, 1903, ch. 487, § 12, 32 Stat. 799; May 21,
1926, ch. 406, § 13, 44 Stat. 666; June 22, 1938, ch.
575, § 1, 52 Stat. 866; July 7, 1952, ch. 579, § 14, 66
Stat. 424; June 12, 1960, Pub. L. 86-519, § 1, 74 Stat.
217; Sept. 25, 1962, Pub. L. 87-681, § 5, 76 Stat. 570.)

AMENDMENTS

1962—Subd. (i). Pub. L.. 87-681 provided that the se-
curity be in whole or in part, inserted the clause “whether
the claim has been filed by the creditor or by him in
the creditor's name” and added the provisions for pay-
ment of dividends and for trustee status of creditor.

1960—Subd. (a). Pub. L. 86-519 deleted words 'under
oath” which followed “statement”, and inserted sen-
tence which provides that a proof of claim filed in ac-
cordance with the requirements of this title, the General
Orders, and the official forms, even though not verified
under oath, shall constitute prima facle evidence of the
validity and amount of the claim.

1862—Subd. (§). Act July 7, 1862, § 14 (a), clarified
the fact that the limitatlon on interest ‘‘up to the date
of bankruptcy” relates only to interest on “pecuniary
toss’’.

Subd. (n). Act July 7, 1852, § 14 (b), deleted "except
proceedings under chapters 10—13 of this title” pre-
ceding "the right of {nfants” in the second proviso.

1838—8Subds. (a), (c)—(e), (g)—(J), and (I)—(n)
amended generally by act June 22, 1838,

Subds. (b), (f), ard (k) reenacted without change by
aci June 22, 1938,

EFFECTIVE DATE OF 190562 AMENDMENT

Amendment of section effective three months after
July 7, 1952, see note under section 1 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1838 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this titte.

CRrRo8S REFERENCES

Additlonal provisfons regarding proof of debts, see Gen.
Ord. 21, Appendix to this title.

Expenses of administration, ctaims for, see section 102
of this title.

Provable claims, see section 103 of this title,

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 103, 107, 108, 502,
638, 778, 802, 883, 1044 of this title,

§93a. Same; limitation on time of proving certain
claims.
CODIFICATION

Section, act June 5, 1936, ch. 512, § 2, 49 Stat. 1476,
related to proving clalms at any time within 60 days after
June 5, 1936.

§ 94. Notices.

(a) Creditors shall have at least ten days’ notice
by mall, to their respective addresses as they ap-
pear in the list of creditors of the bankrupt or as
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afterward filed with the papers in the case by the
creditors, of (1) all examinations of the bankrupt, if
the court so directs; (2) all hearings upon applica-
tions for the confirmation of arrangements and
wage-earner plans; (3) all meetings of creditors;
(4) all proposed sales of property: Provided, That
the court may, upon cause shown, shorten such time
or order an immediate sale without notice; (5) the
filing of all accounts of the receiver and trustee, for
which confirmation is asked, and the time when
they will be examined and passed upon; (6) the
proposed compromise of a controsersy unless the
court, for cause shown, directs that notice be not
sent; (7) the proposed dismissal of the proceedings,
in cases where notice is required by subdivision (g)
of section 95 of this title; and (8) all applications
by receivers, ancillary receivers, marshals, trustees,
committees, and attorneys for compensation from
the estate for services rendered, specifying the
amount and by whom made: Provided, however,
That where a creditors’ committee has been ap-
pointed pursuant to this title, the notice required
by clauses (1), (4), and (6) of this subdivision shall
be sent only to such committee and to the creditors
who have filed with the court a demand that all
notices under this subdivision be mailed to them.

(b) The court shall give at least thirty days’
notice by malil of the last day fixed by its order for
the filing of objections to a bankrupt's discharge
and for the filing of applications pursuant to para-
graph (2) of subdivision (¢) of section 35 of this
title to determine the dischargeability of debts (1) to
the creditors in the manner prescribed in subdivi-
sion (a) of this section; (2) to the trustee, if any,
and his attorney, if any, at their respective addresses
as filed by them with the court; and (3) to the
United States attorney of the judicial district
wherein the proceeding is pending. The court shall
also give at least thirty days’ notice by mail of the
time and place of a hearing upon objections to a
bankrupt's discharge (1) to the bankrupt, at his last
known address as appears in his petition, schedules,
Hst of creditors, or statement of affairs, or, if no
address so appears, to his last known address as fur-
nished by the trustee or other party after inquiry;
(2) to the bankrupt's attorney, if any, at his address
as flled by him with the court; and (3) to the object-
ing parties and their attorneys, at their respective
addresses as filed by them with the court.

(c) All notices shall be given by the referee unless
otherwise ordered by the judge. Any notice required
by this title may be waived in writing by any person
entitled thereto.

(d) Notices to creditors may be published as the
court shall direct.

(e) The court shall, in every case instituted under
any provisions of this title, mail or cause to be
maiiled a copy of the notice of the first meeting of
creditors to the district director of internal revenue
for the district in which the court is located. In
cases involving a bankrupt where it clearly appears
on the face of the petition that the bankrupt is or
was engaged in the business of transporting persons
or property, the court also shall mail, or cause to be
mailed, a copy of such notice to the Comptroller
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General of the United States. Whenever the sched-
ules of the bankrupt, or the list of creditors of the
bankrupt, or any other papers filed in the case dis-
close a debt to the United States acting through any
department, agency, or instrumentality thereof (ex-
cept for any internal revenue oblization payable to
the Secretary of the Treasury or his delegate), a
notice of the first meeting shall be mailed as well to
the head of such department, agency, or instrumen-
tality. (July 1, 1898, ch. 5§41, § 58, 30 Stat. 561; June
265, 1910, ch. 412, § 914, 36 Stat. 841; June 22, 1938,
ch. 575, §1, 52 Stat. 867; July 3, 1951, ch, 205, 65
Stat. 114; July 7, 1952, ch. 579, § 15, 66 Stat. 425;
Aug. 2, 1956, ch. 893, 70 Stat. 955; Sept. 2, 1957, Pub,
L. 85-275, § 2, 71 Stat. 599, July 12, 1960, Pub. L.
86-631, § 2, 74 Stat. 466; Sept. 25, 1962, Pub. L. 87~
681, § 6, 76 Stat 570; Oct. 19, 1970, Pub. L, 91-467,
§ 9, 48 Stat. 993.)
AMENDMENTS

1970——Subd. (b). Pub, L. 91467 extended the require«
ment that the court give at least thirty days' notice by
malil of the last day fixed by 1ts order to the flling of ap-
plications pursuant to section 35(c) (2) of thls title to
determine the dischargeability of debts.

1962—Subd. (a)(6). Pub. L. 87-681 substituted "the
proposed compromise of a controversy unless the court,
for cause shown, directs that notice be not sent” for
“the proposed compromise of any controversy in which
the amount claimed by elther party in money or value
exceeds 31,000,

1960—Subd. (e). Pub. L. 86-631 provided for the
malling of notices of the first meeting of creditors to the
Comptroller General only In cases involving a bankrupt
where it clearly appeared on the face of the petition that
the bankrupt 18 or was engaged in the business of trans-
porting persons or property.

1967—Subd. (b). Puh. L. 85-275 added in clause (2)
of the first sentence the words "if any” after the word
“trustee” and after the word “attorney”.

1956—8ubd. (e). Act. Aug. 2, 1856, eliminated require-
ment for mailing to the Commissioner of Internal Reve-
nue and the Comptroiler General of the United
States a certified copy of every order of adjudica-
tlon upon Its entry and to the Commissioner a copy of
the notlce of the first meeting of creditors, substituted
“district director” for ‘‘collector,” and inserted the
parenthetical clause excepting any internal revenue obll-
gation payable to the Secretary of the Treasury or his
delegaie,

1952—Subd. (a) (8). Act July 7, 1952, made section
applicable to “committees’.

1951—8ubd. (d). Act July 3, 1951, made publication
of notlices of first meeting of creditors discretionary In-
stead of mandatory.

Subd. (e). Act of July 3, 1951, required the maillag of
a copy of the notice of first meeting of creditors to Comp-
troller General and to the head of any department,
agency, or instrumentality of the United States dlsclosed
to be a creditor as well as to the Commissioner of Internal
Revenue,

1938—Subd. (a) amended by act June 22, 1938. Open-
ing clause amended and In part reenacted as a portion
of subd. (¢). Clauses (1), (2), (4), and (5—17), formerly
(1), (2), (4), and (6—8), amended. Clause (3) re-
enacted without change. Former clause (5) was not re-
enacted as a part of this sectlon. Clause (9) added, and
former clause (9) recnacted in subd. (b).

Subd. (b), formerly clause (9) of subd. (a), amended
by act June 22, 1938.

Subd. (c), formerly subd. (¢) and part of opening
clause of subd. (a), amended by act June 22, 1938,

Subd. (d), formerly subd. (b), reenacted without
change by act June 22, 1938,

Subd. (e) added by act June 22, 1938.

EFFECTIVE DATE OF 1970 AMENDMENT

Amendment by Pub, L. 91467 effective sixty days after
October 19, 1970, with such amendments to govern pro-
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ceedings in all cases filed after such date, see section 10
of Pub. L. 981467, set out as a note under section 11 of
this title.
EFFECTIVE DATE OF 1052 AMENDMENT
Amendment of section effective three months after
July 7. 1952, see note under section 1 of this title,
EFFECTIVE DATE AND CONSTRUCTION OF 1038 AMENDMENT

Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title.

TRANSFER OF FUNCTIONS

All tunctlons of all officers of the Department of the
Treasury, and ail functions of all agencies and employees
of such Department, were transferred, with certain ex-
ceptions, to the Secretary of the Treasury, with power
vested in him to authorize their performance or the
performance of any of his functions, by any of such
officers, agencies, and employees, by 1960 Reorg. Plan No.
26, §§ 1, 2, eff. July 31, 1950, 15 F. R. 4935, 64 Stat. 1280,
set out in the Appendix to Title 5, Government Organi-
zation and Employees. The district director of internal
revenue referred to in thls section, is an official of the
Treasury Department.

CRroSS REFERENCES

Deslgnation of newspapers, see sectlon 51 of this title.
Duty of referee to glve notice, see section 67 (a) (1)
of this titie.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to n sections 32, 96, 792, 1077
of this title.

§95. Who may file and dismiss petitions.

(a) Any qualified person may file a petition to be
adjudged a voluntary bankrupt.

tb) Three or more creditors who have provable
claims not contingent as to labllity against a per-
son, amounting in the aggregate to $500 in excess
of the value of any securities heid by them, or, if all
of the creditors of the person are less than twelve
in number, then one or more of the creditors whose
clalm or claims equal that amount, may flle a petl-
tlon to have hlm adjudged a bankrupt; but the claim
or claims, if unliquidated, shall not be counted in
computing the number and the aggregate amount
of the ciaims of the creditors jolning 1n the petition,
if the court determines that the claim or claims
cannot be readily determlned or estimated to be
sufficient, together with the claims of the other
creditors, to aggregate $500, without unduly delay-
ing the decision upon the adjudication.

(c) Petitions shall be filed in triplicate, one copy for
the clerk, one for service on the bankrupt, and one
for the referee,

(d) If it be averred in the petltion that the creditors
of the bankrupt, computed as provlded in subdivision
(e) of this section, are less than twelve In number,
and less than three creditors have joined as petition-
ers therein, and the answer avers the existence of a
larger number of creditors, there shall be filed with
the answer a list under oath of all the creditors,
with thelr addresses and a brief statement of the
nature of their claims and the amounts thereof, and
thereupon the court shall cause all such creditors to
be notifled of the pendency of such petition and shall
delay the hearing upon such petition for a reason-
able time, to the end that the parties in interest shall
have an opportunity to be heard. If upon such
hearing {t shall appear that a sufficient number of
qualified creditors have joined in such petition or,

TITLE 11—-BANKRUPTCY

§95

if prior to or during such hearing, a sufficient num-
ber of qualified creditors shall join therein, the case
may be proceeded with, but otherwise it shall be
dismissed.

(e) In computing the number of creditors of a
bankrupt for the purpose of determlning how many
creditors must join in the petition, there shall not
be counted (1) such creditors as were employed by
the bankrupt at the time of the flilng of the petition;
(2) creditors who are relatives of the bankrupt or,
if the bankrupt 1s a corporation, creditors who are
stockholders or members, officers or members of the
board of directors or trustees or of other similar con-
trolling bodies of such bankrupt corporation; (3)
creditors who have participated, directly or indi-
rectly, in the act of bankruptcy charged in the peti-
tion; (4) secured creditors whose claims are fully
secured; and (5) creditors who have received prefer-
ences, liens, or transfers void or voidable under this
title,

(f) Creditors other than the original petitioners
may at any time enter their appearance and join in
the petition.

(g) A voluntary or involuntary petition shall not be
dismissed upon the application of the petitioner or
petitioners, or for want of prosecution, or by consent
of partles, until after notice to the creditors as pro-
vided In section 94 of this title, and to that end the
court shall, upon entertaining an application for
dismissal, require the bankrupt to file a list, under
oath, of all his creditors, with their addresses, shall
cause such notlce to be sent to the creditors of the
pendency of such application and shall delay the
hearing thereon for a reasonable time to allow all
creditors and parties in interest an opportunity to be
heard. If the bankrupt shali fail to file such list
within the time fixed by the court, such list may be
flled by the petitioning creditors according to the
best of their knowledge, information, and belijef:
Provided, however, That in the case of a dismissal
for failure to pay the costs of the bankruptcy pro-
ceedings, such notice of dismissal shall not be
required.

(h) A creditor shall not be estopped to act as a pe-
titloning creditor because he participated in any prior
matter or judicial proceeding, having for its purpose
the adjustment or settlement of the affairs of the
debtor or the liquidation of his property, or to allege
such prior matter or proceeding as an act of bank-
ruptcy, unless he has consented thereto In writing
with knowledge of the facts, if any, whieh would be a
bar to the discharge of the debtor under this title.
(July 1, 1898, ch 541, §59, 30 Stat. 561; June 25,
1910, ch. 412, §10, 36 Stat 841: June 22, 1938. ch.
575, § 1, 52 Stat. 868; July 7, 1952, ch. 5§79, § 16, 66
Stat. 425; Sept. 25, 1962, Pub. L. 87-681, § 7, 76 Stat.
571

AMENDMENTS

1962—Subd, (b). Pub. L. 87-681 excluded unliqui-
dated claims from the computation of the number and
aggregate amount of the claims of the creditors joining
in the petition where the court determined that the
claims could not be readily determincd or estimated to
be sufiicient, together with the claims of the other credi-
tors, to aggregate $500, without unduly delaylng the
decis'on upon the adjudication.

1952—Subd. (b). Act July 7, 1952, substituted “not
contingent” in lieu of "fixed” following "amount’.



§96

1938—Subd. (a) reenacted without change by act June
22, 1938.

Subds. (b)—(g) amended generally by act June 22,
1938,

Subd. (h) added by act June 22, 1938.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment of section effective three months after
July 7, 1952, see note under section 1 of this title.
ErFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effcctive date and construction of act June 22 1938,
known as the Chandler Act, see note under section 1
of this title.

CROSS REFERENCES

Time of filing petitlon, see section 21 (b) of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 94 of this title.

§96. Preferred creditors.

(a) (1) A preference is a transfer, as defined in
this title, of any of the property of a debtor to or
for the benefit of a creditor for or on account of
an antecedent debt, made or suffered by such debtor
while insolvent and within four months before the
fiing by or against him of the petliticn initiating
a proceeding under this title, the cffect of which
transfer will be to enable such creditor to obtain
a greater percentage of his debt than some other
creditor of the same class.

(2) For the purposes of subdivisions (a) and (b)
of this seetion, a transfer of property other than
real property shall be deemed to have been made
or suffered at the time when it became so far per-
fected that no stunsequent iien upon such property
obtainable by legal o6r equitable proceedings on a
simple contract could become superior to the rights
of the transferee. A transfer of real property shall
be deemed to have been made or suffered when it
became so far perfected that no subsequent bona
fide purchase from the debtor could create rights in
such property superior to the rights of the trans-
feree. If any transfer of real property is not so
perfected against a bona flde purchase, or if any
transfer of other property is not so perfected against
such liens by legal or equitable proceedings prior
to the flling of a petition initiating a proceeding
under this title, it shall be deemed to have been
made immediately before the filing of the petition,

(3) The provisions of paragraph (2) of this sub-
division shall apply whether or not there are or were
creditors who might have obtained such liens upon
the property other than real property transferred
and whether or not there are or were persons who
might have become bona fide purchasers of such real
property.

(4) A lien obtainablc by legal or equitable pro-
ceedings upon a simple contract within the mean-
ing of paragraph (2) of this subdivision is a lien
arising in ordinary course of such proceedings upon
the entry or docketing of a judgment or decree, or
upon attachment, garnishment, execution, or like
process, whether before, upon, or after judgment or
decree and whether before or upon levy. It does
not include liens which under applicable law are
given a special priority over other liens which are
prior in time.

(6) A Hen obtainable by legal or equitable pro-
ceedings could become superior to the rights of a
transferee or a purchase could create rights superior
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to the rights of a transferee within the meaning of
paragraph (2) of this subdivision, if such conse-
quences would follow only from the len or purchase
itself, or from such lien or purchase foliowed by any
step wholly within the control of the respective lien
holder or purchaser, with or without the aid of min-
isterial action by public officials. Such a lien could
not, however, become so superior and such a pur-
chase could not create such superior rights for the
purposes of paragraph (2) of this subdivision
through any acts subsequent to the obtaining of
such a len or subsequent to such a purchase which
require the agreement or concurrence of any third
party or which require any further judicial action,
or ruling.

(6) The recognition of equitable liens where avail-
able means of perfeeting legal ilens have not been
employed is declared to be contrary to the policy of
this section. If a transfer is for security and if
(A) applieable law requires a signed and delivered
writing, or a delivery of possession, or a filing or
recording, or other like overt action as a condition
to its full validity against third persons other than
a buyer in the ordinary course of trade claiming
through or under the transferor and (B) such overt
action has not been taken, and (C) such transfer
results in the acquisition of only an equitable lien,
then such transfer is not perfected within the mean-
ing of paragraph (2) of this subdivision. Notwith-
standing the first sentence of paragraph (2) of this
subdivision, it shall not suffice to perfect a transfer
which creates an equitable lien such as is described
in the first sentence of this paragraph, that it is
made for a valuable consideration and that both
parties intend to perfect it and that they take action
sufficient to effect a transfer as against liens by legal
or equitable proceedings on a simple contract: Pro-
vided, however, That where the debtor’'s own interest
is only equitable, he can perfect a transfer thereof by
any means appropriate fully to transfer an interest
of that character: And provided further, That noth-
ing in this paragraph shall be construed to be con-
trary to the provisions of paragraph (7) of this
subdivision.

() Any provision in this subdivision (a) to the
contrary notwithstanding if the applicable law re-
quires a transfer of property other than real property
for or on account of a new and contempraneus con-
sideration to be perfected by recording, delivery, or
otherwise, in order that no lien described in para-
graph (2) of this subdivision conld become superior
to the rights of the transferee therein, or if the appli-
cable law requires a transfer of real property for
such a consideration to be so perfected in order that
no bona fide purchase from the debtor could create
rigats in such property superior to the rights of the
transferee, the time of transfer shall be determined
by the following rules:

I. Where (A) the appllcable law specifies a
stated period of time of not more than twenty-
one days after the transfer within which record-
ing, delivery, or some other act is required, and
compliance therewith is had within such stated
period of time; or where (B) the applicable law
specifies no such stated period of time or where
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such stated period of time is more than twenty-
one days, and compliance therewith is had within
twenty-one days after the transfer, the transfer
shall be deemed to be made or suffered at the
time of the transfer,

II. Where compliance with the law applieable to
the transfer is not had in accordance with the
provisions of subparagraph (I) of this paragraph,
the transfer shall be deemed to be made or suf-
fered at the time of compliance therewith, and if
such compliance is not had prior to the filing
of the petition initiating a proceeding under this
title, such transfer shall be deemed to have been
made or suffered immediately before the filing of
such petition.

(8) If no such requirement of applieable law speci-
fled in paragraph (7) of this subdivision exists, a
transfer wholly or in part, for or on account of a
new and contemporaneous consideration shall, to
the extent of such consideration and interest thereon
and the othier obligations of the transferor connected
therewith, be deemed to be made or suffered at the
time of the transfer. A transfer to secure a future
loan, if such a loan is actually made, or a transfer
which becomes security for a future loan, shall have
the same effect as a transfer for or on account of a
11ew and contemporaneous consideration,

(b) Any such preference may be avoided by the
trustee if the creditor receiving it or to be benefited
thereby or his agent acting with reference thereto
has, at the time when the transfer is made, reason-
able cause to believe that the debtor is insolvent.
Where the preference is voidable, the trustee may
recover the property or, if it has been converted, its
value from any person who has received or con-
verted such property, except a bona-fide purchaser
from or lienor of the debtor’s transferee for a present
fair equivalent value: Provided, however, That whcre
such purchaser or lienor has given less than such
value, he shall nevertheless have a llen upon such
property, but only to the extent of the consideration
actually given by him. Where a preference by way
of lien or security title is voldable, the court may
on due notice order such lien or title to be preserved
for the benefit of the estate, in which event such lien
or title shall pass to the trustee. For the purpose of
any recovery or avoidance under this section, where
plenary proccedings are necessary, any State coury
which would have had jurisdiction if bankruptcy had
not intervened and any court of bankruptey shall
have concurrent jurisdiction,

(¢) If a creditor has been preferred, and afterward
in good faith gives the debtor further credit without
security of any kind for property which becomes a
part of the debtor’s estate. the amount of such new
credit remaining unpaid at the time of the adjudica-
tion in bankruptcy may be set off against the amount
which would otherwise be recoverable from him.

(d) If a debtor shall, directly or indirectly, in
contemplation of the filing of a petition by or
against him, pay money or transfer property to an
attorney at law, for services rendered or to be ren-
dered, the transaction may be examined by the
court on its own motion or shall be examined by
the court on petition of the trustee or any credi-
tor and shall be held valid only to the extent of a

47-500 0—T71—vol, 2——04

TITLE 11 —BANKRUPTCY

§96

reasonable amount to be determined by the court,
and the excess may be recovered by the trustee for
the benefit of the estate.

If, whether before or after filing, a debtor shall
agree orally or in writing to pay money or transfer
property to an attorney at law after the filing,
the transaction may be examined by the court on
its own motion or shall be examined by the court
on petition of the bankrupt made prior to discharge
and shall be held valid only to the extent of a
reasonable amount to be determined by the court,
and any excess obligation shall be canceled, or if
excess payment or transfer has been made, returned
to the bankrupt.

(e) (1) Where the bankrupt is a stockbroker, the
following definitions and provisions of this subdivi-
sion shall apply: “Property” shall include cash, se-
curities, whether or not negotiable, and all other
property of similar character; “customers” of a stock-
broker shali include persons who have claims on
account of securities received, acquired, or held by
the stockbroker from or for the aecount of such per-
sons (a) for safekeeping, or (b) with a view to sale,
or (¢) to cover consummated sales, or (d) pursuant
to purchases, or (e) as collateral security, or (f) by
way of loans of securities by such persons to the
stockbroker, and shall include persons who have
claims against the stockbroker arising out of sales
or conversions of such securities; “cash customers”
shall mean custcmers entitled to immediate posses-
slon of such securities without the payment of any
sum to the stockbroker; the same person may be a
cash eustomer with reference to certain securities
and not a cash customer with reference to other
securities; the “net equity” of a customer’s account
shalt be determined by excluding any specifically
identifiable securities reclaimable by the customer
and by subtracting the indebtedness of the customer
to the stockbroker from the sum which would have
been owing by the stockbroker to the customer had
the stockbroker liquidated, by sale or purchase on the
date of bankruptcy, the remaining securities or
security commitnients of the customer.

(2) All property at any time reeeived, acquired, or
held by a stockbroker from or for the account of cus-
tomers, except cash customers who are able to iden-
tify specifically their property in the manner pre-
scribed in paragraph (4) of this subdivision and the
proceeds of all customers’ property rightfully trans-
ferred or unlawfully converted bv the stockbroker,
shall constitute a single and separate fund; and all
customers except such cash :ustomers shall consti-
tute a single and separate class of creditors, entitled
to share ratably in such fund on the basis of their
respective net equities as of the date of bankruptcy:
Provided, however, That such fund shall to the extent
approved by the court be subject to the priority of
payment of the costs and expenses enumerated in
clauses (1) and (2) of subdivision (a) of secuion 104
of this title. If such fund sha'l not be sufficient to
pay in full the claims of such class of creditors, such
creditors shall be entitled, to the extent only of their
respective unpaid balances, to share in the general
estate with the general creditors.

(3) Any property remaining after the liquidation
of a pledge made by a stockbroker shall be appor-
tioned between his general estate and such sin, . =1
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separate fund in the proportion in which the general
property of the stockbroker and the property of his
customers contributed to such pledge.

(4) No cash received by a stockbroker from or for
the account of a customer for the purchase or sale of
securities, and no securities or simiiar property re-
ceiyed by a stockbroker from or for the account of a
cash customer for sale and remittance or pursuant to
purchase or as collateral security, or for safekeeping,
or any substitutes therefor or the proceeds thereof,
shall for the purposes of this subdivision (e) be
deemed to be specifically identified, unless such prop-
erty remained in its identical form in the stock-
broker's possession until the date of bankruptcy, or
unless such property or any substitutes therefor or
the prsceeds thereof were, more than four months
before bankruptcy or at a time while the stock-
broker was solvent, allocated to or physically set
aside for such customer, and remained so allocated
or set aside at the date of bankruptcy.

(5) Where such single and separate fund is not
sufficient to pay in full the claims of such single and
separate class of creditors, a transfer by a stockbroker
of any property which, except for such transfer,
would have been a part of such fund may be recov-
ered by the trustee for the benefit of such fund, if
such transfer is voidable or void under the provisions
of this title. For the purpose of such recovery, the
property so transferred shall be deemed to have been
the property of the stockbroker and, if such transfer
was made to a customer or for his benefit, such cus-
tomer shall be deemed to have been a creditor, the
laws of any State to the contrary notwithstanding.
If any securities reeeived or acquired by a stock-
broker from a cash eustomer are transferred by the
stockbroker, such customer shall not have any spe-
cific interest in or specific right to any securities of
like kind on hand at the time of bankruptcy, but
such securities of like kind or the proceeds thereof
shall become part of such single and separate fund:
Provided, however, That a customer shall have a
specific title to securities (a) which have been physi-
cally set aside by a stockbroker, more than four
months before his bankruptcy or while solvent, in
safekeeping for such customer, and so retained until
the date of bankruptcy, regardless of the name in
which such securities are registered, or (b) which a
stockbroker, more than four months before his bank-
ruptcy or while solvent, caused to be registered in
the name of such customer. (July 1, 1898, ch. 541,
§ 60, 30 Stat. 562; Feb. 5, 1903, ch. 487, § 13, 32 Stat.
799; June 25, 1910, ch. 412, § 11, 36 Stat. 842: May 27,
1926, ch. 406, § 14, 44 Stat. 666; June 22, 1938, ch.
575, § 1, 52 Stat. 869; Mar, 18, 1850, ch, 70, §1, 64
Stat. 25; May 8, 1963, Pub. L. 88-17, 77 Stat. 14.)

AMENDMENTS

1963—Subd. (d). Pub, L. 88-17 authorized the court
to examiue transactions on {ts own motion, provided for
examinatlons instead of reexaminations by the court on
petition of trustee, changed “attorney and counselor at
law" to “attorney at law", deleted following such term
“solicitor in equity, or proctor In admiralty”, substi-
tuted “for services rendered or to be rendered” for “for
services to be rendered” and added par. for examlnation
Into tho reasonableness of amount for legal services,
cancellation and return of any excess to the bankrupt.

1860—Subd. (a). Act Mar. 18, 1960, clarified its pro-
visions, eliminated confusions that have arisen by reason
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of certain court decisions, and removed doubts existing
among banks, factors, and other extenders of credit re-
garding the valldity of security taken in good faith and
for present value.

1938—8ubds. (a) and (b) amended generally by act
June 22, 1938,

Subds. (¢) and (d) rcenacted without change by act
June 22, 1838,

Subd. (e) added by act June 22, 1938.

EFFECTIVE DATE AND CONSTRUCTION OF 1838 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title.

EFrFecT OF 1950 AMENDMENT

Section 4 of act Mar, 18, 1860, provided that:

“a. Nothing herein contained shall have the effect to
release or extinguish any penalty, forfeiture, or {iability
fncurred under any Act or Acts of which this Act is
amendatory [sections 96 and 110 of this title].

"b. The provisions of this amendatory Act {sections 86
and 110 of this title] shall govern proceedings so far as
practicable and applicable in cases pending when it
takes effect; but proceedings in cases then pending to
which the provistons of this amendntory Act |[sections 96
and 110 of this title] are not applicable shall be disposed
of conformably to the provisions of said Act approved
July 1, 1898 {th{s tltle], and the Acts amendatory there-
of and supplementary thereto.”

REPEALS; SEPARABILITY OF PnovISIONS

Section 3 of act Mar. 18, 1950, provided that:

"n. All Acts or parts of Acts Inconslstent with any pro-
visions of this amendatory Act [sections 96 and 110 of
this title] are hereby repenled.

“b. If any provision of this amendatory Act [sections
96 and 110 of thls title] or the application thereof to any
person or circumstances is held tnvalld, such invalidity
shall not aflect other provisions or applications of this
amendatory Act [sections 96 and 110 of this title] which
can be given effect without the invalid provislon or
appiication, and to this end the provisions of this amenda-
tory Act are declared to be severable.”

CROS8 REFERENCES

Attorney fees ns expenses, see section 102 of this title.

Insolvency, definition of, see sectlon 1 (19) of thls title.

Preference as act of bankruptcy, see section 21 (a) of

thls title.

Rallroad reorganizations, section as applicable, see sec-

tion 205 (b) of this title,

Recovery of property transferred generally in fraud—
Of creditors, see section 110 (e) of this title.
Within the four months’ period, see section 107

of this title.

Statutory liens arising within four months' period as

valid, see section 107 (b) of thls title.

SECTION REFERRED TO IN OTHER SECTIONS

This se:tlon is referred to in sections 21, 46, 107, 205 of
this title,

Chapter 7.—-ESTATES
Sec.

101 Depositories for money.

101a. Deposits in postal savings depositories authorized.

102. Expenses of administering estates; unauthorized
sharing of fees; withholding allowances.

103. Debts which may be proved.

103a. Same; application of section 103,

104. Debts which have priority.

105. Declaratlon and payments of dividends.

106. Unclaimed moneys,

107. Liens and fraudulent transfers.

108. Set-offs and counterciaims.

108. Taking possession of property: receivers.

110. Title to property.

111. Clerks' Indexcs; certlficates of search; dockets.
112, Limitation of compensatlon of officers of court.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 45, 503, 781, 802,
886, 1002, 1069 of this title,
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§ 101. Depositories for money.

The judges of the several courts of bankruptcy
shall designate, by order, banking institutions as de-
positories for the money of estates under this title, as
convenient as may be to the residences of receivers
and trustees, and shall require from each sueh bank-
ing institution a good and sufficient bond with surety,
to secure the prompt repayment of the deposit.
Said judges may, in accordance with the provisions
of, and the authority conferred in section 15 of Title
6, accept the deposit of the securities therein desig-
nated, in lieu of a surety or sureties upon such bond
and may, from time to time as occasion may require,
by like order increase or decrease the number of
depositories or the amount of any bond or other
security or change such depositories: Provided, That
no security in the form of a bond or otherwise shall
be required in the case of sueh part of the deposits
as are insured under section 1821 of Title 12: And
provided further, That depository banks shall place
such securities, accepted for deposit in lieu of a
surety or suretles upon depository bonds, in the
custody of Federal Reserve banks or branches there-
of designated by thc judges of the several courts of
bankruptcy, subject to the orders of such judges.
All national banking associations designated as de-
positories, pursuant to the provisions of this section,
are authorized to give such security as may be re-
quired. All pledges of securities heretofore made
for the purpeses herein named are ratified, validated,
and approved. «July 1, 1898, ch. 541, § 61, 30 Stat.
562; Aug. 23, 1935, ch. 614, § 340, 49 Stat. 721; June
22, 1938, ch. 575, § 1, 52 Stat. 872; July 7, 1952, ch.
579, § 16a, 66 Stat. 425.)

AMENDMENTS
1952—Act July 7, 1952, substituted “sectlon 1821 of Title
12" for "sectlon 264 of Title 12.”
1938-—Act June 22, 1938, amended sectlon generally
and added the last provlso.
1835-—Act Aug. 23, 1935, ndded the first proviso.

EFFECTIVE DATE oF 1952 AMENDMENT

Amendment of section effective three months after
July 7, 1952, see note under section 1 of thls title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title.

CrROSs REFERENCES

Bond of designated depository under this section, see
Gen. Ord, 63, Appendix to this titie.

Bonds and notes of United States ln lieu of sureties,
see section 15 of Title 6, Official and Penal Bonds.

Duty of trustee to deposit money in designated deposi-
tories, see section 76 (n) (2) of this title.

Insurance of deposits of insured banks by Federal
Deposlt Insurance Corporatlon, see section 1821 of Title
12, Banks and Banking.

Payment of moneys deposited, see Gen. Ord. 29, Ap-
pendix to this title.

§101a. Deposits in postal savings depositories author-
ized.
CODIFICATION

Section, act Mar. 3, 1933, ch. 204, § 3, 47 Stat. 1482, au-
thorlzed deposits of bankrupt funds in postal savings de-
positories, and is omitted since the postal savings system
was discontinued on the 30th day foilowing March 28, 1966,
by Pub. L. 89-377, § 1, Mar, 28, 1966, 80 Stav. 92.
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§ 102, Expenses of administering estates; unauthor-
ized sharing of fees; withholding allowances.

(a) (1) The actual and necessary costs and ex-
penses incurred by officers, other than referees, in
the administration of estates shall, except where
other provisions are made for their payment, be
reported in detall under oath, and examined and
approved or disapproved by the court. If approved,
they shall be paid or allowed out of the estates in
which they were incurred.

(2) The actual and necessary office and other ex-
penses of referces shall be allowed when authorized
and approved by the Director, ineluding compen-
sation of clerical, stenographic and other assist-
ants of referees at rates to be fixed by the Director,
taking into eonsideration the rates for comparable
services prevailing in the respective offices of the
clerks of the several distiict courts, and the costs of
establishing and maintaining their offices with equip-
ment and supplies adequate for their efficient and
economical operation, including mechanical equip-
ment and devices and law libraries. Such expenses
may be allowed when authorized by a judge of the
judlcial district or districts in which a referee serves
in cases of emergency where it is not feasible to
secure prior authorization of the Director. The
Director, with the approval of the conference, may
prescribe such rules and regulations as may be
necessary for the purpose of carrying out the pro-
visions of this paragraph.

(3) When, in the opinion of the Director, the pub-
lic interest requires it, he may, on the recommenda-
tion of a referee, which recommendation shall state
facts showing the necessity for the same, allow the
referee to employ necessary clerical, stenographic,
and other assistants. The referee may at his pleas-
ure remove any assistant in his employ. If the office
of a referee shall become vacant, the employment of
his assistants shall not thereupon be terminated:
Provided, however, That during such vacancy the
Director may terminate the employment of any as-
sistant, if, in his opinion, the services of such assist-
ant are no longer needed.

(4) Referees and special masters under this title
shall be entitled to transmit in the maiis, free of
postage, under cover of a penalty envelope, all mat-
ters which relate exclusively to the business of the
courts, including notices in proceedings under this
title.

(b) (1) When authorized and approved by the
Director, the actual expenses of travel, and the
actual expenses for lodging and subsistence not to
exceed $7 per day, shall be allowed a referee while
absent from his regular place of office on official
business.

(2) When authorized and approved by the Direc-
tor, the assistants of referees shall be entitled to
the same travel allowances as are provided for
employees of the executive branch of the United
States Government under the standardized Gov-
ernment travel regulations issued by the President,
while absent from thelr regular place of employment
on official business.

(3) Payment of the expenses allowed or per diem
granted under this subdivision and paragraph (2)
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of subdivision (a) of this section shall be by or pur-
suant to the order of the Director.

(c) A custodian, receiver, or trustee or the attor-
ney for any of them, or any other attorney, render-
ing services in a proceeding under this title or In
connection with such proceeding, shall not in any
form or guise share or agree to share his compensa-
tion for such services with any person not contrib-
uting thereto, or share or agree to share in the com-
pensation of any person rendering services in a
proceeding under this title or in connection with
such proceeding, to which services he has not con-
tributed: Provided, however, That an attorney-at-
law may share such compensation with a law part-
ner or with a forwarding attorney-at-law, and may
share in the compensation of a law partner.

(d) A receiver or trustee or the attorney for any
of them, or any other attorney, seeking compensa-
tion for services rendered by him in a proceeding
under this title or in connection with such proceed-
ing, shall file with the court his petition setting forth
the value and extent of the services rendered, the
amount requested, and what allowances, if any, have
theretofore been made to him. Such petition shall
be accompanied by his affidavit stating whether an
agreement or understanding exists between the peti-
tioner and any other person for a division of com-~
pensation and, if so, the nature and particulars
thereof. If satisfied that the petitioner has, in any
form or guise, shared or agreed to share his com-
pensation or in the compensation of any other per-
son contrary to the provisions of subdivision (¢) of
this section, the court shall withhold all compensa-
tion from such petitioner. (July 1, 1898, ch. 541,
§ 62, 30 Stat. 562; June 22, 1938, ch, 575, § 1, 52 Stat.
872; June 28, 1946, ch. 512, § 11, 60 Stat. 329; July
7, 1952, ch. 579, § 17, 66 Stat. 426.)

AMENDMENTS

1952-—Subd. (d). Act July 7, 1952, substituted “sub-
divislon (c¢) of this section” for ““this subdlvision."

1946—Subd. (a). Act June 28, 1946, brought all ex-
penditures within the jurisdiction of the Director of the
Administrative Office in order to secure uniform super-
vislon together with standard auditing and bookkeeping
procedures, and provides for the hirlng of clerfcal nssist-
ants by the referce.

Subd. {(b). Act June 28, 1946, provided for a maximum
of $7 per day for travel and subsistence allowance for
referees, makes all expenditures subject to the authorl-
zation and approval of the Director, and provides for
travel and subsistence allowances for assistants,

1938-—Subd. (a), formerly entlre sectlon, amended by
act June 22, 1938,

Subds. (b)-—(d) added by act June 22, 1938.

EFFECTIVE DATE OF 1952 AMENDMENT
Amendment of section effective three months after
July 7, 1952, see note under section 1 of this title.
EFFECTIVE DATES; REPEALS; ETC., OF 1946 AMENDMENT

Effective dates, repcals, saving provisions, and effect of
catchlines of act Junc 28, 1946, see notes set out under
section 62 of thls title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22. 1938,
known as the Chandler Act., see note under section 1
of this title.

INCREASES IN COMPENSATION RATES

Increases In compensation rates fixed under subd. (a)
(2) of this section, see notes under section 603 of Title 28,
Judiciary and Judicial Procedure.

TITLE 11—BANKRUPTCY

Page 2096

Cr0Sg REFERENCES

Accounts of referees, see Gen, Ord. 28, Appendix to this
title.

Appointment of attorneys, see Gen. Ord. 44, Appendix
to this title.

Attorney’s fees—

Corporate reorganization expenses, see section 641
et seq. of this title.
Provable debts, see section 103 of this title,

Compensation of receivers, custodians, and trustees,
see section 76 of this title,

Cost of recording as expense of adminlstration, see
section 44 (g) of this title.

Indemnity for expenses, see Gen. Ord. 10, Appendix
to this title.

Priority—

Administration expenses, see sectlon 104 of this
title.

Attorney's fees for payment of debts, see section
104 of this title.

Proof and allowance of claims, see section 93 of this
title.

Referee's salary and expense funds, see section 68 of
this title.

Subsistence expenses of officers and employees travel-
ing on official business, per diem allowance, see section
65701 et seq. of Title 5, Government Organization and
Employees.

Trustees’ expenses as part of expense of administration,
see section 75 of thls title.

§ 103. Debts which may be proved.

() Debts of the bankrupt may be proved and al-
fowed against his cstate which are founded upon
(1) a fixed liability, as evidenced by a judgment or
an instrument in writing, absolutely owing at the
time of the filing of the petition by or against him,
whether then payable or not, with any interest
thereon which would have been recoverable at that
date or with a rebate of interest upon such as were
not then payable and did not bear interest; (2) costs
taxable against a bankrupt who was at the time of
the filing of the petition by or against him plaintiff
in a cause of action which would pass to the trustee
and which the trustee declines to prosecute after
notice; (3) a claim for taxable costs incurred in good
faith by a creditor before the filing of the petition in
an action to recover a probable’ debt; (4) an open
aecount, or a contract express or implied; (5) prov-
able debts reduced to judgments after the filing of
the petition and before the consideration of the
bankrupt’s application for a discharge, less costs
incurred and interest accrued after the filing of the
petition and up to the time of the entry of such judg-
ments; (6) an award of an industrial-accident com-
mission, body, or officer of any State having jurisdic-
tion to make awards of workmen’s compensation in
case of injury or death from injury, if such injury
occurred prior to adjudication; (7) the right to re-
cover damages in any action for negligence instituted
prior to and pending at the time of the filing of the
petition in bankruptcy; (8) contingent debts and
contingent contractual liabilities; or (9) claims for
anticipatory breach of contracts, executory in whole
or in part, including unexpired leases of real or per-
sonal property: Provided, however, That the claim
of a landlord for damages for injury resulting from
the rejection of an unexpired lease of real estate or
for damages or indemnity under a covenant con-

180 in original,
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tained in such lease shall in no event be allowed in
an amount exceeding the rent reserved by the lease,
without acceleration, for the year next succeeding the
date of the surrender of the premises to the land-
lord or the date of reentry of the landlord, whichever
first occurs, whether before or after bankruptey,
plus an amount equal to the unpaid rent accrued,
without acceleration, up to such date: And provided
further, That in the case of an assignment of any
such claim for damages, the court shall, in deter-
mining the amount thereof, examine the circum-
stances of the assignment and the consideration paid
or to be pald therefor, and may allow the claim of
the assignee in such amount, subject to the provi-
slons of the foregoing proviso of this clause, as will
be fair and equitable.

(b) In the interval after the filing of an involuntary
petition and before the appointment of a receiver or
the adjudieation, whichever first occurs, a claim
arising in favor of a creditor by reason of property
transferred or services rendered by the creditor to
the bankrupt for the benefit of the estate shall be
provable to the extent of the value of such property or
services.

(¢) Notwithstanding any State law to the con-
trary, the rejection of an executory contract or un-
expired lease, as provided in this title, shall con-
stitute a breach of such contraet or lease as of the
date of the filing of the petition initiating a proceed-
ing under this title.

(d) Where any contingent or unliquidated claim
has been proved, but, as provided in subdivision (d)
of section 93 of this title, has not been aliowed, such
claim shall not be deemed provable under this title.
(July 1, 1898, ch. 541, § 63, 30 Stat. 562; June 7, 1934,
ch. 424, § 4 (a), 48 Stat. 823; June 18, 1934, ch. 580,
48 Stat. 991; June 5, 1936, ch. 512, § 1, 49 Stat. 1475;
June 22, 1938, ch. 575, § 1, 52 Stat. 873; July 17, 1952,
ch. 579, § 18, 66 Stat. 426.)

AMENDMENTS

1952—Subd. (¢). Act July 7, 1952, substituted “this
title"” for ‘‘chapters 10, 11, 12 or 13 of this title”.

1938—Subd. (a) amended by act June 22, 1938. Clause
(7) was formerly (6!;). Clause (8) was added. Clause
(9) was tormerly (7).

Subds. (b) and (c) added by act Junc 22, 1938,

Subd. (d), formerly (b), amended by act June 22, 1938.

1936—=Subd. (a). Act June 5, 1836, inserted proviso in
former clause (61,).

1934—Subd. (a). Act June 18, 1934, added last clause
of last proviso in former clause (7).

Subd, (a). Act June 7, 1034, added former clauses (6),
(6%). and (7).

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment of section cffective tbrece months after
July 7, 1052, sce note under section 1 of this title,

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 23, 1938,
known as the Chandler Act, see note under section 1
of this title,

CRro88 REFERENCES

Arrangement proceedings, claims, see sections 707 and
751 et seq. of this title.

Corporate reorganlzation proceedings, claims, see sac-
tions 506 and 596 et seq. of this title.

Discharge releasing all provable claims, see section 35
(a) of this title.

Proof and allowance of clalms, sse section 93 of this
title.
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Real property arrangement proceedings, clailms, see
sections 806 and 851 ct seq. of this title.
Time for filing claims, see section 93 of thls title.
Wage earners’ plans, proccedings, claims, see sections
1006 and 1041 et seq. of this title.
SECTION REFERRED TO IN OTHER SECTIONS

This sectlon is referred to in sections 506, 638, 707, 778,
806, 883, 1006, 1044 of this title.

§ 103a. Same; application of section 103.
CODIFICATION

Sectlon, act June 7, 1934, ch, 424, §4 (b), 48 Stat.
924, related to priority of workmen's compensation
claims. It was omitted from thls title {n the general
amendment thereof by act June 22, 1838, ch. 575, 52 Stat.
840. It provided that: "The provisions of clause (0)
of section 103 (a) of this title sball apply to estates pend-
ing on June 7, 1934, and claims provided for in such clause
(6) shall have the priority provided for in clause (7) of
sectlon 104 (b) of this title.”

§ 104. Debts which have priority.

(a) The debts to have priority, in advance of the
payment of dividends to creditors, and to be paid in
full out of bankrupt estates, and the order of pay-
ment, shall be (1) the costs and expenses of adminis-
tration, including the actual and necessary costs and
expenses of preserving the estate subsequent to flling
the petition; the fees for the referees’ salary and ex-
pense fund; the filing fees paid by credltors in in-
voluntary eases or by persons other than the bank-
rupts in voluntary cases; where property of the
bankrupt, transferred or concealed by him either be-
fore or after the filing of the petition, is recovered for
the benefit of the estate of the bankrupt by the ef-
forts and at the cost and expense of one or more cred-
itors, the reasonable costs and expenses of such re-
covery; the trustee's expenses in opposing the bank-
rupt’s discharge or in connection with the criminal
prosecution of an offense punishable under chapter
9 of Title 18, or an offense concerning the business
or property of the bankrupt punishable under other
laws, Federal or State; the fees and mileage payable
to witnesses as now or hereafter provided by the laws
of the United States, and one reasonable attorney’s
fee, for the professional services actually rendered,
irrespective of the number of attorneys employed, {n
the bankrupt in voluntary and involuntary cases, and
to the petitionlng credltors in involuntary cases, and
if the court adjudges the debtor bankrupt over the
debtor’s objection or pursuant to a voluntary peti-
tion filed by the debtor during the pendency of an
involuntary proceeding, for the reasonable costs and
expenses incurred, or the reasonable disbursements
made, by them, including but not limited to com-
pensation of accountants and appraisers employed by
them, in such amount as the court may allow, Where
an order is entered in a proceeding under any chap-
ter of this title directing that bankruptcy be pro-
ceeded with, the costs and expenses of administra-
tion incurred in the ensuing hankruptcy proceeding,
including expenses necessarily incurred by a debtor
in possession, receiver, or trustee in preparing the
schedule and statement required to be filed by
section 638, 778, or 883 of this title, shall have pri-
ority in advance of payment of the unpaid costs and
expenses of administration, including the allow-
ances provided for in such chapter, incurred in the
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superseded proceeding and in the suspended bank-
ruptcy proceeding, if any; (2) wages and commis-
sions, not to exceed $600 io each claimant, which
have been earned within three months before the
date of the commencement of the proceeding, due
to workmen, servants, clerks, or traveling, or city
salesmen on salary or commission basis, whole or
part time, whether or not selling exclusively for the
bankrupt; and for the purposes of this clause, the
term '‘traveling or city salesman” shail include all
such salesmen, whether or not they are independent
contractors selling the products or services of the
bankrupt on a commission basis, with or without a
drawing account or formal contract; (3) where the
confirmation of an arrangement or wage earner plan
or the bankrupt's discharge has been refused, re-
voked, or set aside upon the objection and through
the efforts and at the cost and expense of one or
more creditors, or, where through the efforts and at
the cost and expense of one or more creditors, evi-
dence shall have been adduced resulting in the
conviction of any person of an offense under chapter
9 of Title 18, the reasonable costs and expenses of
such creditors in obtaining such refusal, revocation,
or setting aside, or in adducing such evidence; (4)
taxes which became iegaliy due and owing by the
bankrupt to the United States or to any State or any
subdivision thereof which are not released by a dis-
charge in oankruptcy: Provided, however, That no
priority over general unsecured claims shall pertain
to taxes not included in the foregoing priority: And
provided further, That no order shali be made for
the payment of a tax assessed against any property
of the bankrupt in excess of the value of the interest
of the bankrupt estate therein as determined by the
court; and (5) debts other than for taxes owing to
any person, including the United States, who by the
laws of the United States is entitled to priority, and
rent owing to a landlord who is entitled to priority
by applicable State law or who is entitled to priority
by paragraph (2) of subdivision (¢) of section 107
of this t.tle. Provided, however, That such priority
for rent to a landlord shall be vestricted to the rent
which is legally due and owing for the actual use and
occupancy of the premises affected, and which ac-
crued within three months before the date of bank-
ruptcey.

(b) Repealed. July 7, 1952, ch. 579, § 19 (b), 66
Stat. 426.
(July 1, 1898, ch. 541, § 64, 30 Stat. 563: Feb. 5, 1903,
ch. 487, § 14, 32 Stat. 800; June 15, 1906, ch. 3333, 34
Stat. 267, May 27, 1926, ch. 406, § 15, 44 Stat. 666
June 22, 1938, ch. 575, § 1, 52 Stat. 874; June 28, 1946,
ch. 512, § 12, 60 Stat. 330; May 24, 1949, ch. 139, § 131,
63 Stat. 108; Juiy 7, 1952, ch. 579, § 19, 66 Stat. 426;
July 30, 1956, ch. 784, § 1, 70 Stat. 725; July 28, 1959,
Pub. L. 86-110, § 3, 73 Stat. 260; Sept. 25, 1962, Pub.
L. 87-681, §8, 76 Stat. 571; July 5, 1966, Pub. L.
89-495, § 2, 80 Stat. 268; July 5, 1966, Pub, L. 89-496,
§ 3, 80 Stat. 271; Nov. 28, 1967, Pub. L. 90-157, § 1,
81 Stat. 511.)

AMENDMENTS

1967—Subd. (a) (1). Pub. L. 90-157 inserted *, includ-
ing expenses necessarlly incurred by a debtor In posses-
ston, recelver, or trustee in preparing the schedule and

statement required to be filed by section 638, 778, or 883
of this title,”.
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1866-—Subd. (a)(4). Pub, L. 80-496 limited tbe pri-
ority accorded to taxes In the distribution of bank-
rupt's estates to those taxes which became legally due
and owing by the bankrupt and which were not released
by a discharge in bankruptcy and provided that no
priority over general unsecured clalms shall pertain
to taxes not included in the foregoing priority.

Subd. (a)(5). Pub. L. 80-496 inserted "‘other than for
taxes” following ''debts” and "or who is entitled to priority
by paragraph (2) of subdivislon (¢) of sectlon 107 of this
title™.

1962—Subd. (a)(1). Pub. L. 87-681 transposed to the
beginning of cl. (1) the words “the costs and expenses
of administratlon, Including”, formerly appearing pre-
ceding “the trustee's expenses In opposing the bankrupt's
discharge or In connection with the criminal prosecution
of an offense punishable under chapter 9 of Title 18"
and included as an item of such costa and expenses
of administration the reasonable costa and expenses in-
curred or reasonable disbursements made where court
adjudged the debtor bankrupt over the debtor's objec-
tion or pursuant to a voluntary petition filed by the
debtor during the pendency of an involuntary proceed-
ing, Including compensation of accountants and ap-
praisers.

1859—Subd, (a). Pub. L. 86-110 substituted “referees’
salary and expense fund' for “referees’ salary fund and
for the referees’ expense fund” in cl. (1).

1956—Subd. (a) (2). Act July 30, 18586, included com-
missions, and defined “traveling or city salesman'.

1952—Subd. (a) (1). Act July 7, 1952, § 18 (a), per-
mitted filing fees advanced by banks to be reimbursed
out of the estate, broadened the base of compensable
services and added last proviso.

Subd. (b) repealed by act July 7, 10562, §19 (b).

1949—Subd. (a) (3). Act May 24, 1949, substituted
“Chapter 9 of Title 18" in lieu of "“thls Act.”

1946—Subd. (a) (1). Act June 28, 19846, accorded
priority to fees for salary and expense funds of referees,
as an administration expense, on a parity with other
items set forth therein.

1938-—S5ubd. (a), formerly (a) and (b), amended by act
June 22, 1938. Clause (1) was formerly clauses (1),
(2), and (3), of subd. (b). Clauses (2) and (3) were
formerly clauses (5) and (4), respectively, of subd.
(b). Cilause (4) was formerly subd. (a) and clause (6)
of subd. (b). Clause (6) was formerly clause (7) of
subd. (b).

Subd. (b), formerly (c), amended by act June 22, 1838,

1926—Act May 27, 1826, amended sectlon generally,
which among other changes, amended subd. (a), intro-
ductory clause and clause (3) of subd. (b), Inserted a now
clause (4), changed orlginal clause (4) to (5) and raised
the amount mentfoned therein from 8§00 to $600, in-
serted clause (6), changed former clause (5) to (7), and
added a proviso.

EFFECTIVE DATE OF 18569 AMENDMENT
Amendment of section by Pub, L. 86-110 effective on
the first day of the first fiscal year following July 28,
1959, see eection 8 of Pub. L. 86-110, set out as a note
under section 68 of this title.

EFFECTIVE DATE OF 1966 AMENDMENT
Section 2 of act July 30, 1956, provided that: “The
amendment made by the first section of this Act {to sub-
sec. (a) (2)] shall apply only with respect to proceed-
ings commenced on or after the date of the enactment
of this Act {July 30, 1958)."
EFFECTIVE DATE OF 1962 AMENDMENT
Amendment of section effective three months after
July 7, 1962, see note under section 1 of this title.

EFFECTIVE DATES; REPEALS; ErC., OF 1046 AMENDMENT
Effective dates, repeals, saving provisions, and effect of
catchlines of act June 28, 1046, see notes set out under
section 62 of this title.
EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, sece note under section 1
of this title.
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CROSS REFERENCES

Administration expenses, see section 102 of this title.

Arrangement, confirmation, sec. section 7681 et seq. of
this title.

Attorney's fees, see section 102 of this title.

Crimes and offenses against bankruptcy laws, see sec-
tlon 151 et seq. of Title 18, Crimes and Criminal
Procedure,

Debts which may be proved, see section 103 of this title.

Dividends, payment, see section 105 of this title.

Filing fee in bankruptcy, see section 80 of this title.

Indemnity for expenses, see Gen. Ord. 10, Appendix to
this title.

Lien for taxes due United States, see sectlon 6321 et
seq. of Title 26, Internal Revenue Code.

Opposition by trustee of discharge at expense of estate,
see sectlon 75 of this title.

Priority of claims, see section 93 of this title.

Priority of debts of United States due by Insolvents or
deceased debtors, see section 191 of Title 31, Money and
Finance.

Referees' salary and expense funds, see sectlon 68 of
this title.

Rights of holders of valld liens, see sectlor 107 of this
title.

Wage earner, defined, sce sections 1 (32) and 1008 (8)
of this title.

Wage earners plans, confirmation, see section 1051
et seq. of this title.

Witnesses, fees and mileage, see section 1821 of Title 28,
Judiclary and Judiclal Procedure.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to In sections 35, 06, 107, 502,
1059 of this title.

§105. Declaration and payments of dividends.

(a) Dividends of an equal per centum shall be de-
clared and pald on all allowed claims, except such
as have priority or are sccured.

(b) The first dividends shall be declared within
thirty days after the first date set for the first meet-
ing of creditors, if the money of the estate in excess
of the amount necessary to pay the debts which have
priority equals 5 per centum or more of the allowed
claims and such claims as have not been but prob-
ably will be allowed. Dividends subsequent to the
first shall be declared upon like terms as the first
and as often as the amount shall equal 10 per centum
or more, and upon closing the estate. Dividends
may he declared oftener and in smaller proportions,
if the court shall so order: Unless six months have
expired since the first date set for the first meeting,
the first dividend, including such sum as would be
required to pay a like dividend upon such claims as
probably will be allowed, shall not include more than
50 per centum of the money of the estate in excess
of the amount necessary to pay the debts which
have priority, and the final dividend shall not be
declared unti! three months after the first dividend
shall be declared: Provided, That after the expira-
tion of six months following the first date set for
the first meeting only one dividend need he declared.

(c) The rights of creditors who have received divi-
dends or in whose favor final dividends have been
declared shall not be affected by the proof and allow-
ance of claims subscquent to the date of such pay-
ment or declaraticns of dividends; but the creditors
proving and securing the allowance of such claims
shall be paid dividends equal in amount to those
already reccived by the other creditors, if the estate
equals so much, before such other creditors are paid
any further dividends.
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(d) Whenever a person shall have been adjudged
a bankrupt by a court without the United States and
also by a court of bankruptcy, all creditors with
claims allowed by the court of bankruptcy who have
not had a dividend pald or declared in their favor
by the court without the United States shall first be
paid a dividend equal to that paid or declared in such
foreign court in favor of other creditors of the same
class under this title, before creditors who have had
a dividend paid or declared in their favor by such
foreign court shall be paid any amount in the court
of bankruptcy.

(e) A claimant shall not be entitled to collect from
a bankrupt estate any greater amount than shall ac-
crue pursuant to the provisions of this title, (July 1,
1898, ch. 541, § 65, 30 Stat. 563; Feb. 5, 1903, clh. 487,
§ 15, 32 Stat. 800; June 22, 1938, ch. 575, § 1, 52 Stat.
875; July 7, 1952, ch. 579, § 20, 66 Stat. 426.)

AMENDMENTS

1952—Subd. (d). Act July 7, 1952, made more effective
the pollcy of effectuating equal distribution between
forelgn and domestic creditors.

1938—Subds. (a) and (c)—(e)
change by act June 22, 1938.

Subd. (b) amended generally by act June 22, 1038.

EFreCTIVE DATE OF 1952 AMENDMENT
Amendment of section effective three months after
July 7, 1052, see note under section 1 of this tltle.
EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effective date and construction of act June 22, 1838,
known as the Chandler Act, see note under sectlon 1
of this title,

reenacted without

Cross REFERENCES

Debts provable in bankruptcy, see section 103 of this
title.

Declaration of dividends by trustee, see sectlon 67 (5) of
this title.

Order for Payment of Dividends, see Form 34, Appen-
dix to this title.

Payment of dividends by trustee, see section 756 (a) (11)
of this title.

Priority of debts, see section 104 of this title,

Proof and allowance of claims, see sectlon 93 of thls
title.

Unclaimed dividends, see section 106 of this title,

§ 106. Unclaimed moneys.

(a) Dividends or other moneys which remain un-
claimed for sixty days after the final dividend has
been declared and distributed shall be paid by the
trustee into the court of bankruptey; and at the
same time the trustee shall file with the clerk a list
of the names and post-office addresses, as far as
known, of the persons entitled thereto, showing the
respective amounts payable to them. Such moneys
and dividends shali be deposited and withcrawn as
provided in section 2042 of Title 28, and shall not be
subject to esoheat under the laws of any State.

(b) Repealed. Aug. 1, 1956, ch. 819, §2, 70 Stat.
785.

(July 1, 1898, ch. 541, § 66, 30 Stat. 564; June 22,
1938, ch. 575, § 1, 52 Stat. 875; Aug. 1, 1956, ch. 819,
§§ 1, 2, 70 Stat. 785.)

AMENDMENTS

1056—Subd, (a). Act Aug. 1, 1956, § 1 added sentence
respecting deposit and withdrawal of unclalmed moneys
as provided In section 2042 of Title 28 without being sub-
ject to State escheat laws.

Subd. (b). Act Aug. 1, 1956, § 2, related to distribution
to creditors of dividends remaining unclalmed for one

year and permitted minors to claim dlvidends one ycar
after arriving at majority.
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1838—Subd. (n) amended by act June 22, 1938, to In-
clude other moneys as well as dividends, to reduce walt-
ing perlod from six months to sixty days, and to require
filing of list of persons.

Subd. (b) reenacted without change by act June 22,
1938.
EFFECTIVE DATE AND CONSTRUCTION OF 1038 AMENDMENT

Effective date and construction of act June 22, 1838.
known ns the Chandler Act, see note under section 1
of this title.

CroSS REFERENCES

Amount of dividends generally, see sectlon 105 of this
title.

Declaration of dividends by referees, see section 67 (a)
(5) of this title.

Order for payment of dlvidends, see Form 34, Appen-
dix to this title.

Payment of dividends by trustee, see section 75 (a) (11)
of this title.

Proof and allowance of claims, sce section 93 of this
title.

Time of payment of dividends, sec section 105 of this
title.

§107. Liens and fraudulent transfers.

(&) (1) Every lien against the property of a person
obtained by attachment, judgment, levy, or other
legal or equitable process or proceedings within four
months before the filing of a petition initiating a
proceeding under this title by or against such person
shall be deemed null and void (a) if at the time
when such lien was obtained such person was insol-
vent or (b) if such lien was sought and permitted
in fraud of the provisions of this title: Provided,
however, That if such person is not finally adjudged
a bankrupt in any proceeding under this title and
if no arrangement or plan is proposed and con-
firmed, such lien shall be deemed reinstated with
the same effect as if it had not been nullified and
voided.

(2) If any lien deemed null and void under the
provisions of paragraph (1) of this subdivision, has
been dissolved by the furnishing of a bond or other
obligation, the surety on which has been indemnified
directly or indirectly by the transfer of or the crea-
tion of a lien upon any of the nonexempt property
of a person before the filing of a petition initiating
a proceeding under this title by or against him, such
indemnifying transfer or lien shall also be deemed
null and void: Provided, however, That if such per-
son is not finally adjudged a bankrupt in any pro-
ceeding under this title, and if no arrangement or
plan is proposed and confirmed, such transfer or
lien shall be deemed reinstated with the same effect
as if it had not been nullified and voided.

(3) The property affected by any lien deemed null
and void under the provisions of paragraphs (1) and
(2) of this subdivision shall be discharged from
such iien, and such property and any of the indemni-
fying property transferred to or for the benefit of a
surety shall pass to the trustee or debtor, as the case
may be, except that the court may on due notice
order any such Hen to be preserved for the benefit of
the estate, and the court may direct such conveyance
as may be proper or adequate to evidence the title
thereto of the trustee or debtor, as the case may be:
Provided, however, That the title of a bona-fide pur-
chaser of such property shall be valid, but if such
title is acquired otherwise than at a judicial sale held

TITLE 11.—BANKRUPTCY

Page 2100

to enforce such lien, it shall be valid only to the
extent of the present consideration paid for such
property.

(4) The court shall have summary jurisdiction of
any proceeding by the trustee or debtor, as the case
may be, to hear and determine thc rights of any
parties under this subdivision. Due notice of any
hearing in such proceeding shall be given to all par-
ties in interest, including the obligee of a releasing
bond or other iike obligation. Where an order is
entered for the recovery of indemnifying property in
kind or for the avoidance of an indemnifying lien,
the court, upon application of any party in interest,
shall in the same proceeding ascertain the value of
such property or lien, and if such value is less than
the amount for which such property is indemnity or
than the amount of such lien, the transferee or iien-
holder may elect to retain such property or lien upon
payment of its value, as ascertained by the court, to
the trustee or debtor, as the case may be, within
such reasonable times as the court shall fix,

(5) The liability of a surety under a releasing bond
or other iike obligation shall be discharged to the ex-
tent of the value of the indemnifying property recov-
ered or the indemnifying lien nullified and volded by
the trustee or debtor, or, where the property is re-
tained pursuant to the provisions of paragraph (4)
of this subdivision, to the extent of the amount
paid to the trustee or debtor.

(b) The provisions of section 96 of this title to the
contrary notwithstanding and except as otherwise
provided in subdivision (¢) of this section, statutory
liens in favor of employees, contractors, mechanics,
or any other class of persons, and statutory lens
for taxes and debts owing to the United States or
to any State or any subdivision thereof, created or
recognized by the laws of the United States or any
State, may be valid agalnst the trustee, ev: - though
arising or perfected while the debtor s insolvent and
within four months prior to the filing of the petition
initiating a proceeding under this title by or against
him,

(¢) (1) The following llens shall be Invalid against
the trustee:

(A) every statutory lien which first becomes
effective upon the insolvency of the debtor, or
upon distribution or liquidation of his property,
or upon execution against his property levied at
the instance of one other than the lienor;

(B) every statutory len which is not perfected
or enforceable at the date of bankruptcy against
one acqulring the rights of a bona fide purchaser
from the debtor on that date, whether or not such
purchaser exlists: Provided, That where a statu-
tory len is not invalid at the date of bankruptcy
agalnst the trustee under subdivislon (¢) of sec-
tion 110 of this title and is required by applicable
llen law to be perfected in order to be valid against
a subsequent bona fide purchaser, such a lien may
nevertheless be valid under this subdivision if per-
fected within the time permitied by and in ac-
cordance with the requirements of such law:
And provided further, That if applicable llen law
requires a len valid against the trustee under
section 110(¢) of thls title to be perfected by the
selzure of property, it shall instead be perfected
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as permitted by this subdivision by filing notice

thereof with the court;

(C) every statutory llen for rent and every lien

of distress for rent, whether statutory or not. A

right of distress for rent which creates a security

interest in property shall be deemed a lien for the
purposes of this subdivision.

(2) The Court may, on due notice, order any of
the aforesaid llens invalidated against the trustee
to be preserved for the benefit of the estate and in
that event the len shall pass to the trustee. A
fien not preserved for the benefit of the estate but
Invalidated against the trustee shall be invalid as
against all llens indefeasible in bankruptcy, so as
to have the effect of promoting iiens indefeasible in
bankruptcy which would otherwise be subordinate
to such invalidated llen. Clalms for wages, taxes,
and rent secured by llens hereby invalidated or
preserved shall be respectively allowable with prior-
ity and restricted as are debts therefor entitled to
priority under clauses (2), (4), and (5) of subdi-
vision (a) of section 104 of this title, even though
not otherwise granted priority.

(3) Every tax llen on personal property not
accompanled by possession shall be postponed In
payment to the debts specified in elauses (1) and (2)
of subdivision (a) of section 104 of this title.
Where such a tax len is prior in right to liens inde-
feasible in bankruptey, the court shall order payment
from the proceeds derived from the sale of the per-
sonal property to which the tax lien attaches, less
the actual cost of that sale, of an amount not in
excess of the tax lien, to the debts specified in
clauses (1) and (2) of subdivision (a) of section 104
of this title, If the amount realized from the sale
exceeds the total of such debts, after allowing for
prior indefeasible lens and the cost of the sale, the
excess up to the amount of the difference between
the total pald to the debts specified in clauses (1)
and (2) of subdivision (a) of section 104 of this title
and the amount of the tax lien, Is to be paid to the
holder of the tax lien.

(4) Where a penalty not allowable under sub-
division (j) of seotion 93 of this title is secured by a
lien, the portion of the llen securing such penalty
shall not be eligible for preservation under this
subdivision.

(6) This subdivision shall not apply to liens
enforced by sale before the filing of the petition, nor
to liens against property set aside to the bankrupt as
exempt, nor to llens against property abandoned by
the trustee or unadministered in bankruptcy for any
reason and shall not apply in proceedings under
section 205 of this title, nor in proceedings under
chapter 10 of this title unless an order has been
entered directing that bankruptcy be proceeded
with,

(d) (1) For the purposes of, and exclusively appli-
cable to, this subdivision: (a) ‘“Property” of a
debtor shall include only his nonexempt property;
(b) “debt” Is any legal liability, whether matured or
unmatured, liquidated or unliquidated, absolute,
fixed, or contingent; (c) *“creditor” is a person In
whose favor a debt exists; (d) a person is “insolvent”
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when the present falr salable value of his property is
less than the amount required to pay his debts; and
to determine whether a partnership is insolvent, there
shall be added to the partnership property the pres-
ent fair salable value of the separate property of each
general partner In excess of the amount required to
pay his separate debts, and also the amount realiz-
able on any unpaid subscription to the partnership
of each limited partner; and (e) consideration given
for the property or obligation of a debtor is “fair”
(1) when, in good faith, in exchange and as a fair
equivalent therefor, property is transferred or an
antecedent debt is satisfied, or (2) when such prop-
erty or obligation is received in good falth to secure
a present advance or antecedent debt in an amount
not disproportionately small as compared with the
value of the property or obligation obtained.

(2) Every transfer made and every obligation
inourred by a debtor within one year prior to the
filing of a petition initiating a proceeding under this
title by or against him is fraudulent (a) as to cred-
itors existing at the time of such transfer or obliga-
tion, If made or Incurred without fair consideration
by a debtor who is or will be thereby rendered insol-
vent, without regard to his actual intent; or (b) as
to then existing creditors and as to other persons
who become creditors during the continuance of a
business or transaction, if made or incurred without
fair consideration by a debtor who is engaged or
i{s about to engage in such business or transaction,
for which the property remaining in his hands is
an unreasonably small capital, without regard to
his actual Intent; or (¢) as to then existing and
future creditors, If made or incurred without fair
consideration by a debtor who intends to incur or
believes that he will incur debts beyond his abiiity
to pay as they mature; or (d) as to then existing
and future creditors, if made or incurred with
aotual intent as distinguished from intent presumed
in law, to hinder, delay, or defraud either existine
or future creaitors.

(3) Every transfer made and every obligation
incurred by a debtor who is or will thereby be ren-
dered insolvent, within four months prior to the
filing of a petition initiating a proceeding under this
title by or against him is fraudulent, as to then
existing and future creditors: (a) if made or in-
curred in contemplation of the filing of a petition
initiating a proceeding under this title by or against
the debtor or in contemplation of liquidation of all
or the greater portion of the debtor's property, with
intent to use the consideration obtalned for such
transfer or obligation to enable any creditor of such
debtor to obtain a greater percentage of his debt
than some other creditor of the same class, and (b)
if the transferee or obligee of such transfer or obli-
gation, at the time of such transfer or obligation,
knew or believed that the debtor intended to make
such use of such consideration. The remedies of
the trustee for the avoidance of such transfer or
obligation and of any ensuing preference shall be
oumulative: Provided, however, That the trustee
shall be entitled to only one satisfaction with respect
thereto.

(4) Every transfer of partnership property and
every partnership obligation incurred within one
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year prior to the filing of a petition initiating a pro-
ceeding under this title by or against the partner-
ship, when the partnership is insolvent or will be
thereby rendered insolvent, is fraudulent as to part-
nership creditors existing at the time of such trans-
fer or obligation, without regard to actual intent
if made or incurred (a) to a partner, whether with
or without a promise by him to pay partnership
debts, or (b) to a person not a partner without fair
consideration to the partnership as distinguished
from consideration to the individual partners.

(5) For the purposes of this subdivision, a trans-
fer shall be deemed to have been made at the time
when it became so far perfected that no bona fide
purchaser from the debtor could thereafter have
acquired any rights in the property so transferred
superior to the rights of the transferee therein, but,
if such transfer is not so perfected prior to the
filing of the petition initiating a proceeding under
this title, it shall be deemed to have been made im-
mediately before the filing of such petition.

(6) A transfer made or an obligation incurred by
a debtor adjudged a bankrupt under this title, which
is fraudulent under this subdivision against creditors
of such debtor having claims provable under this
title, shall be null and void against the trustee, ex-
cept as to a bona fide purchaser, lienor, or obligee
for a present fair equivalent value: Provided, how-
ever, That the court may, on due notice, order such
transfer or obligation to be preserved for the beneflt
of the estate and, in such event, the trustee shall
succeed to and may enforce the rights of such trans-
feree or obligee: And provided further, That such
purchaser, iienor, or obligee, who without actual
fraudulent intent has given a consideration less
than fair, as defined in this subdivision, for sueh
transfer, lien, or obligation, may retain the property,
lien, or obligation as security for repayment.

(1 Nothing contained in this subdivision shall
be construed to validate a transfer which is voidable
under section 96 of this title.

(e) For the purpose of any recovery or avoldance
under this section, where plenary proceedings are
necessary, any State court which would have had
jurisdiction if bankruptey had not intervened and
any court of bankruptcy snall have concurrent
jurisdiction,

(f) (1) For the purposes of, and exclusively appli-
cable to, this subdivision: (a) ‘“‘debtor” shall mean
a face-amount certificate company as defined in
section 80a-4 of Title 15; (b) “face-amount certifi-
cate” shall mean a face-amount certificate as de-
fined in section 80a-2 of Title 15; (¢c) “depositary”
Is a person or State agency with whom securities or
other property of a debtor is deposited or to whom
property of a debtor s transferred, in trust or other-
wise, pursuant to the requirements of a State law
or an agreement by the debtor providing for the
distribution of such property or its proceeds to cred-
itors or security holders of the debtor in the event
of the insolvency of the debtor or under other speci-
fied circumstances; (d) “deposit creditor” is a cred-
itor who, under the provisions of a State law or
agreement providing for a deposit with or transfer
to a depositary, has rights as to the securities or
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property so deposited or transferred which exceed
the rights of a general creditor; and (e) ‘“State
agency” is an official or agency of a State desig-
nated to act as depositary or to distribute property
or the proceeds of property held by a depositary.

(2) Every deposit or transfer of securities or other
property made by or on behalf of a debtor with or
to any depositary for the benefit or protection of
or to secure the hoider of any security sold by or
on behalf of the debtor on or after January 1, 1941,
shall be voidable as against the trustee of such
debtor if the property of the estate is insufficient for
the full payment and discharge of all ciaims on
account of ali face-amount certificates sold by or
on behalf of the debtor, and such deposit or trans-
fer and every lien created thereby shall thereupon
be avo'ded by the trustee subject to the provisions of
paragraph (3) of this subdivision.

(3) In the event any deposit or transfer described
in paragraph (2) of this subdivision shall be avoided
the trustee shall segregate the property received by
the trustee from the depositary and charge the same
with the costs and expenses of maintenance and
fiquidation and distribute the net proceeds thereof
to the creditors who wnuld have been entitled thereto
under the provisions of the law or agreement pro-
viding for the deposit or transfer of the property.
and each such creditor shaii thereafter be entitled
to dividends from the estate only after all creditors
of the same rank shail have received the same
percentage.

(4) The court shall have summary jurisdiction of
any proeeedings to hear and determine the rights ot
any parties under this subdivision and to hear and
determine the sufficiency of the property of the es-
tate for the full payment and discharge of all claims
on account of all face-amount certificates sold by
or on behalf of the debtor. Due notice of any hear-
ing in such proceedings sheil be given to every de-
positary and State agency which is a party in interest.

(5) Where the provisions of subsection (¢) of sec-
tion 28! are not applicable, the provisions of this
section will not apply. (July 1, 1898, ch. 541, § 67,
30 Stat. 564; Feb. 5, 1903, ch. 487, § 16, 32 Stat. 800;
June 25, 1910, ch, 412, §12, 36 Stat. 842; June 7T,
1934, ch. 424, § 5, 48 Stat. 924; June 22, 1938, ch.
575, § 1, 52 Stat. 875; Aug. 22, 1940. ch. 686, title I,
§ 29 (a), 54 Stat. 835; July 7, 1952, ch, 579, § 21, 66
Stat. 427; July 5, 1966, Pub. L. 89-495, §§ 3, 4, 80 Stat.
268.)

AMENDMENTS

1966—8ubd. (b). Pub. L, 89485, § 3, inserted “and
except as otherwise provided in subdlvision (c) of this
section", deleted ‘‘landlords,” following ‘‘mechanics,”, and
deleted last sentence providing that statutory liens may
be valid, even though not perfected before bankruptcy,
where Federal or State laws providing for such lens
require such liens to be perfected, if perfected within the
time permitted by and in accordance with the require-
ments of such Federal or State laws, except that if such
laws require the liens to be perfected by the seizure of

tSo In original. Reference would seem to bc to subsec.
(c) of sec. 28 of the Bankruptcy Act, constituting section
51 of this title. However, since that section contains no
subsec. (¢) and relates to differcnt subject matter, ref-
erence to section 80a-28 of Title 15, Commerce and Trade,
was probably intended, that being section 28 of the Invest-
ment Company Act of 1840, which enacted subdivision (f)
of this section,
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property, they shall Instead be perfected by filing notice
thereof with the court, now Incorporated in subsec.
(c) (1) (B) of this sectlon.

Subd. (¢). Pub. L. 89-485, §4, completely revised
the provisions, and among other changes, invalidated
against the trustee in par. (1) (A) every statutory lien
which first becomes effective upon the lnsolvency of the
debtor, or upon distribution or liquidation of his prop-
erty, or upon execution against his property levled at the
instance of one other than the lienor, In par. (1)(B)
every statutory Hen which is not perfected or enforceable
at the date of bankruptcy against one acquiring the rights
of a bona fide purchaser from the debtor on that date,
whether or not such purchaser exists (Incorporating the
1ast sentence of subd. (b) into the two provisos of such
par. (1) (B)) and statutory liens for rent and liens of
distress for rent, whether statutory or not (adding the
definition of right of distress for rent) whereas former
provisions had also invalidated statutory liens for rent
unaccompanied by possession or distralnt but common
law or statutory liens of distress for rent were postponed
and re iricted where accompanied by an actual levy of
distraln. or possession in the lenor; Incorporated exist-
ing last sentence in par. (2) (adding the remainder
thereto): incorporated exlsting provisions of par, (1) In
the first sentence of par (3) (adding the remainder
thereto); added the provisions of par. (4); and incorpo-
rated exlsting provisions in par (6) (making the subd.
additionally inapplicable to llens agalnst property set
aside to the bankrupt as exempt or to llens against
property abandoned by the trustee or unadministered
in bankruptcy for any reason.

1952—8ubd, (a). Act July 7, 1852, § 21 (a), (b), sub-~
stituted “initiating a proceeding under this title” in lieu
of “in bankruptcy or of an original petition under chap-
ters 10, 11, 12 or 13 of this title’" wherever appearing in
paragraphs (1) and (2).

Subd. (b). Act July 7, 1952, § 21 (c), substituted
"initlating a proceeding under this title” in lieu of "in
bankruptey or of an original petition under chapters 10,
11, 12 or 13 of this title".

Subd. (c¢). Act July 7, 1952, § 21 (d), substituted
“initiating a proceeding under this title” in lleu of “in
bankruptcy or of an original petition under chapters 10,
11, 12 or 13 of this title” and provided that the restrict-
able excess of the llen may be effected for the benefit of
the estate,

Subd. (d)(2). Act July 7, 1852, § 21 (e), substituted
“inltlating a proceeding under this title", in Heu of "in
bankruptey or of an original petition under chapters 10,
i1, 12 or 13 of this title".

Subd. (d) (3). Act July 7, 1852, § 21 (f), substituted
“initiating a proceeding under this title” for *in bank-
ruptcy or of an original petition under chapters 10, 11, 12
or 13 of this title” and to clarified fraudulent transfers
made with intent to use the consideration to effect a volid-
able preference.

Subd. (d) (4). Act July 7, 1952, § 21 (g), substituted
“Initiating a proceeding under this title” for “in bank-
ruptcy or of an original petition under chapters 11 or 12
of this title",

Subd. (d) (5). Act July 7, 1852, § 21 (h), substituted
"“initlating a proceeding under this title” in lieu of “in
bankruptey or of an original petition under chapters 11
or 12 of this title" and deleted "and no creditor” follow-
ing “from the debtor".

Subd. (d) (6). Act July 7, 1952, § 21 (i), Inserted first
proviso,

1840—Subd. (f). Act Aug. 22, 1940, added subd. (f).
It was enacted as part of the Investment Company Act of
1840, section 80a-1 ct seq. of Title 15, Commerce and
Trade.

1938—Sectlon was amended generally by act June 22,
1938.

1934—Subd. (f) amended generally by act June 7, 1934.

EFFECTIVE DATE oF 1952 AMENDMENT
Amendment of section effective threc months after
July 7, 1952, see notc under section 1 of this title,
EFFECTIVE DATE OF 1940 AMENDMENT

Effective date of act Aug, 22, 1040, see section 80a-52 of
Title 15, Commerce and Trade.
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EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Cross REFERENCES

Avoldance of preferences by trustee, see section 96 of
this title.
Definitions—
Creditor, see section 1 (11) of this title.
Debt, see section 1 (14) of this title,
Insolvent, see section 1 (19) of this title.
Transfer, see section 1 (30) of this title.
Exercise of anelllary jurisdiction, see section 11 (20)
of this title,

Fraud as affecting right to discharge, sce section 32 of
this title.

Lien through legal proceeding as act of bankruptey,
see section 21 (a) of this title.

Plenary Jjurisdiction, see section 46 of this title.

Preferred creditors, see section 96 of this title.

Priority of debts, see section 104 of this title,

Recovery of property transferred in fraud generally, see
section 110 (e) of this title.

Summary jurlsdiction generally, sce section 46 of this
title,

Transfer of property fraudulently as act of bankruptcy,
see sectlon 21 (a) of this title.

Trustee having powers of creditor holding Men, cee sec-
tion 110 (c) of this title.

Valid liens payable in ancillary jurisdiction, see section
11 (8) (20) of this title.
SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 21, 46, 104, 638 of
this title.

§ 108. Set-offs and counterclaims,

(a) In all cases of mutual debts or mutual credits
between the estate of a bankrupt and a credltor the
account shall be stated and one debt shall be set
off against the other, and the balance only shall be
allowed or paid.

(b) A set-off or counterclaim shall not be allowed
in favor of any debt or of the bankrupt which (1) is
not provable against the estate and allowable under
subdivision (g) of section 93 of this title; or (2) was
purchased by or transferred to him after the filing of
the petition or within four months before such filing
with a view to such use and wlth knowledge or no-
tice that such bankrupt was insolvent or had com-
mitted an act of bankruptey. (July 1, 1898, ch. 541,
§ 68, 30 Stat. 565; June 22, 1938, ch. 575, § 1, 52 Stat.
878.)

AMENDMENTS
1938—Act June 22, 1938, amended subd. (b)(1).
EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT

Effectlve date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title,

CRrOSS REFERENCES

Debts provable In bankruptcy, sece sectlon 103 of this
title.
Proof and allowance of claims, sce section 93 of this
title.
FEDERAL RULES oF CIviL PROCEDURE

Counterclalims, see rule 13, Tltle 28, Appendix, Judiciary
and Judicinl Procedure,

§ 109. Taking posscssion of property; receivers.

(a) Whenever a petition is filed to have a person
adjudged a bankrupt and an application is made to
have a receiver or a marshal take charge of the
property of the bankrupt, or any part thereof, prior
to the adjudication, the applicant shall file in the
same court a bond in such amount as the court shall



§110

fix, with such surety as the court shall approve, con-
ditioned to indemnify the bankrupt for such costs,
counsel fees, expenses, and damages as may be occa-
sioned by such seizure, taking, and detention of such
property: Provided, That such property shall be re-
leased, if the bankrupt shall file a counter-bond in
the same court in such amount as the court shall fix,
with such surety as the court shall approve, condi-
tioned that he account for and turn over such prop-
erty or pay the value thereof in money at the time
of seizure to the trustee, in the event the adjudica-
tion i{s made.

(b) If the petition for adjudication be dismissed, or
withdrawn by the petitioners, the court shall fix and
allow to the bankrupt, to be paid by the otligors on
such bond, the costs, counsel fees, expenses and dam-
ages occasioned by such seizure, taking or detention
of his property, in the manner provided by subdivi-
sion (n) of section 78 of this title.

(¢) The judge of any court of bankruptey which
has jurisdiction over a bankrupt’s property within its
territorial limits may, in aid of a receiver appointed
in a bankruptcy proceeding pending in any other
court of bankruptcy, appoint for cause shown one or
more ancillary recefvers. The primary receiver or,
if there be more than one primary receiver, then at
least one of them, shall be appointed the ancillary
rcceiver, or, if more than one is appointed, one of the
anciilary receivers. Anciliary rececivers shali be sub-
ject to the jurisdiction of the anciliary court, which
shall determine and may allow their costs, expenses,
and compensation in like manner as provided in the
case of receivers.

(d) Upon the filing of a petition under this title, a
receiver or trustee, appointed in proceedings not
under this title, of any of the property of a bank-
rupt, an assignee for the benefit of creditors of a
bankrupt, or an agent authorized to take possession
of or to iiquidate any of the property of a bankrupt
shali be accountable to the bankruptcy court, in
which the proceeding under this titie is pending, for
any action taken by him subsequent to the filing of
such bankruptey petition, and shall flle in such
bankruptey court a sworn schedule setting forth a
summary of the property in his charge and of the
labtlities of the estate, both as of the time of and
since becoming receiver, trustee, assignee, or agent,
and a sworn statement of his administration of the
estate. Such receiver, trustee, assignee, or agent,
with knowledge of the filing of such bankruptcy pro-
ceeding, shall not make any disbursements or take
any action in the administration of such property
without first obtaining authorization therefor from
the bankruptcy court. (July 1, 1898, ch. 541, § 69,
30 Stat. 565; June 22, 1938, ch. 575, § 1, 52 Stat. 879;
July 7, 1952, ch. 579, § 22, 66 Stat. 429.)

AMENDMENTS
1952—Subd, (d). Act July 7, 18562, conformed the scope
of this section to that of section 11 (21) of thls title.
1938-—8ubd. (a), formerly entire sectlon, amended by
act June 22, 1838.
Subds. (b)——(d) added by nct June 22, 1938.

EFFECTIVE DATE oF 1952 AMENDMENT

Amendment of sectlon effective three months after
July 7, 1952, see note under section 1 of this title,
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EFFECTIVE DATE AND CONSTRUCTION OF 1838 AMENDMENT

Effective date and construction of act June 22, 1838,
known as the Chandler Act, see note under section 1 of
this title.

CRroSS REFERENCES

Accounts and papers of receivers, see section 77 of
this title.

Ancillary receivershlps limited, see Gen. Ord. 51, Ap-
pendix to this title.

Bond of recelver, see sectlon 78 of thls title and Form
23, Appendix to this title.

Compensation of receivers, see sectlon 76 of this title
and Gen, Ord 35, Appendlx to this title.

Delivery of property by receivers, see section 11 (a) (21)
of this title,

Jurisdiction to appoint receivers, see section 11 (a) (3)
of this title.

Receivers and marshals as custodians, see Gen, Ord. 40,
Appendlx to this title.

§ 110. Title to property.

(a) The trustee of the estate of a bankrupt and his
successor or successors, if any, upon his or their
appointment and qualification, shall in turn be
vested by operation of law with the title of the
bankrupt as of the date of the flling of the petition
initiating a proceeding under this title, except inso-
far as it Is to property which is held to be exempt,
to uil of the following kinds of property wherever
located (1) documents reiating to his property;
(2) interests in patents, patent rights, copyrights,
and trade-marks, and in applications therefor:
Provided, That in case the trustee, within thirty
days after appointment and qualification, does not
notify the applicant for a patent, copyright, or
trade-mark of his election to prosccute the appli-
cation to allowance or rejection, the bankrupt
may apply to the court for an order revesting him
with the title thereto, which petition shall be
granted unless for cause shown by the trustee
the court grants further time to the trustee for
making such election; and such applicant may, in
any event, at any time petition the court to be re-
vested with such title in case the trustee shali fail to
prosecute such application with reasonabie diiigence;
and the court, upon revesting the bankrupt with such
title, shall direct the trustee to execute proper instru-
ments of transfer to make the same effective in law
and upon the records; (3) powers which he might
have exercised for his own benefit, but not those which
he might have exercised solely for some other person;
(4) property transferred by him in fraud of his credi-
tors; (5) property, including rights of action, which
prior to the filing of the petition he could by any
means have transferred or which might have been
levied upon and sold under judicial process against
him, or otherwise seized, impounded, or sequestered:
Provided, That rights of action ex delicto for libel,
slander, injuries to the person of the bankrupt or of a
relative, whether or not resulting in death, seduction,
and criminal conversation shall not vest in the trus-
tee unless by the law of the State such rights of
action are subject to attachment, execution, garnish-
ment, sequestration, or other judicial process: And
provided further, That when any bankrupt, who is a
natural person, shall have any insurance policy which
has a cash surrender value payable to himself, his
estate, or personal representatives, he may, within
thirty days after the cash surrender value has been
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ascertained and stated to the trustee by the company
Issuing the same, pay or secure to the trustce the
sum so ascertained and stated, and continue to hold,
own, and carry such policy free from the claims of
the creditors participating in the distribution of his
estate under the bankruptcy proceedings, otherwise
the policy shall pass to the trustee as assets; (8)
rights of action arising upon contracts, or usury, or
the unlawful taking or detention of or injury to his
property; (7) contingent remainders, executory de-~
vises and iimitations, rights of entry for condition
broken, rights or possibilities of reverter, and like
interests in real property, which were nonassignable
prior to bankruptcy and which, within six months
thereafter, become assignable interests or estates or
glve rise to powers in the bankrupt to acquire as-
signable interests or estates; and (8) property held
by an assignee for the benefit of creditors appointed
under an assignment which constituted an act of
bankruptcy, which property shall, for the purposes
of this title, be deemed to be held by the assignee as
the agent of the bankrupt and shall be subject to
the summary jurisdiction of the court.

All property, wherever located, except insofar as
it is property which is held to be exempt, which vests
In the bankrupt within six months after bankruptey
by bequest, devise or inheritance shall vest in the
trustee and his successor or successors, if any, upon
his or their appointment and qualification, as of the
date when it vested in the bankrupt, and shall be
free and discharged from any transfer made or
suffered by the bankrupt after bankruptcy.

All property, wherever located, except insofar as it
is property which is held to be exempt, in which the
bankrupt has at the date of bankruptcy an estate or
interest by the entirety and which within six months
after bankruptcy becomes transferable in whole or
in part solely by the bankrupt shall, to the extent it
becomes so transferable, vest in the trustee and his
successor or successors, {f any, upon his or their ap-
pointment and qualification, as of the date of
bankruptey.

The title of the trustee shall not be affected by the
prior possession of a recelver or other officer of any
court,.

(b) The trustee shall assume or reject an execu-
tory contract, including an unexpired lease or real
property, within sixty days after the adjudication
or within thirty days after the qualification of the
trustee, whichever is later, but the court may for
cause shown extend or reduce the time. Any such
contract or lease not assumed or rejected within
that time shall be deemed to be rejected. If a
trustee is not appolnted, any such contract or lease
shall be deemed to be rejected wlthin thirty days
after the date of the order directing that a trustee
be not appointed. A trustee shaill file, within sixty
days after adjudication or within thirty days after
he has qualified, whichever is later, unless the court
for cause shown extends or reduces the time, a
statement under oath showing which, if any, of the
contracts of the bankrupt are executory in whole
or in part, including unexpired leases of real prop-
erty, and which, if any, have been rejected by the
trustee. Unless a leasa of real property expressly
otherwise provides, a rejection of the lease or of
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any covenant therein by the trustee of the lessor
does not deprive the lessee of his estate. A general
covenant or condition in a lease that it shall not be
assigned shall not be construed to prevent the trustee
from assuming the same at his election and sub-
sequently assigning the same; but an express cove-
nant that an assignment by operation of law or the
bankruptcy of a specified party thereto or of either
party shall terminate the lease or give the other
party an election to terminate the same is enforce-
ible. A trustee who elects to assume a contract or
lease of the bankrupt and who subsequently, with
the approval of the court and upon such terms and
conditions as the court may fix after hearing upon
notice to the other party to the contract or lease,
assigns the contract or lease to a third person, is
not ilable for breaches occurring after the assign-
ment.

(¢) The trustee may have the benefit of all defen-
ses avallaole to the bankrupt as against third per-
sons, including statutes of limitations, statutes of
frauds, usury, and other personal defenses; and a
walver of any such defense by the bankrupt after
bankruptcy shall not bind the trustee. The trustee
shall have as of the date of bankruptecy the rights
and powers of: (1) a creditor who obtained & jude-
ment against the bankrupt upon the date of bank-
ruptey, whether or not such a creditor exlsts, (2) a
creditor who upon the date of bankruptcy obtained
an execution returned unsatisfled against the bank-
rupt, whether or not such a creditor exists, and (3)
a creditor who upon the date of bankruptcy obtained
a lien by legal or equitable proceedings upon all prop-
erty, whether or not coming into possession or con-
trol of the court, upon which a creditor of the bank-
rupt upon a simple contract could have obtained
such a lien, whether or not such a creditor exists.
If a transfcr is valid in part against creditors whose
rights and powers are conferred upon the trustee
under this subdivision, it shail be valld to a 1ike
extent against the trustee. In cases where repug-
nancy or inconsistency exists with reference to the
rights and powers in this subdlvision conferred, the
trustee may elect which rights and powers to exer-
cise with reference to a particular party, a particu-
lar remedy, or a particular transaction, without
prejudice to his right to maintain a different posi-
tlon with reference to a different party, a different
remedy, or a different transactlon.

(d) After bankruptcy and either before adjudica-
tion or before a recelver takes possession of the
property of the bankrupt, whichever first occurs—

(1) A transfer of any of the property of the
bankrupt, other than real estate, made to a per-
son acting in good faith shall be valid against
the trustee if made for a present fair equivalent
value or, if not made for a present fair equivalent
value, then to the extent of the present consid-
eratlon actually paid therefor, for which amount
the transferee shall have a lien upon the prop-
erty so transferred;

(2) A person indebted to the bankrupt or
holding property of the bankrupt may, if acting
in good faith, pay such indebtedness or deliver
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such property, or any part thereof, to the bank-

rupt or upon his order, with the same effect as

if the bankruptcy were not pending;

(3) A person having actual knowledge of such
pending bankruptcy shall be deemed not to act
in good faith unless he has reasonable cause to
beiieve that the petition in bankruptcy is not well
founded;

(4) The provisions of paragraphs (1) and (2)
of this subdivision shall not apply where a re-
ceiver or trustee appointed by a United States
or State court is in possession of all or the
greater portion of the nonexempt property of the
bankrupt;

(5) A person asserting the validity of a trans-
fer under this subdivision shall have the burden
of proof. Except as otherwise provided in this
subdivision and in subdivison (g) of section 44
of this title, no transfer by or in behalf of the
bankrupt after the date of bankruptcy shall be
valid against the trustee: Provided, however,
That nothing in thls title shall Impair the nego-
tiability of currency or negotiable instruments.
(e) (1) A transfer made or suffered or obligation

incurred by a debtor adjudged a bankrupt under
this title which, under any Federal or State law ap-
plicable thereto, is fraudulent as agalnst or voldable
for any other reason by any creditor of the debtor,
having a claim provable under this title, shall be
null and void as against the trustee of such debtor.

(2) All property of the debtor affected by any such
transfer shall be and remain a part of his assets and
estate, discharged and released from such transfer
and shall pass to, and every such transfer or obliga-
tion shall be avoided by, the trustee for the benefit
of the estate: Provided, however, That the court
may on due notice order such transfer or obligation
to be preserved for the benefit of the estate and in
such event the trustee shall succeed to and may en-
force the rights of such transferee or obligee. The
trustee shall reclalm and recover such property or
collect its value from and avoid such transfer or
obligation against whoever may hold or have recelved
it, except a person as to whom the transfer or obli-
gatlon specified in paragraph (1) of this subdlvision
is valid under applicable Federal or State laws.

(3) For the purpose of such recovery or of the
avoldance of such transfer or obligation, where
plenary proceedings are necessary, any State court
which would have had jurisdictlon if bankruptey
had not intervened and any court of bankruptcy
shall have concurrent jurisdiction.

(f) The court shall appoint g competent and dis-
interested appraiser and upon cause shown may ap-
point additional appraisers, who shall appraise all
the items of real and personal property belonging
to the bankrupt estate and who shall prepare and
flle with the court their report thereof. Real and
personal property shall, when practicable, be sold
subject to the approval of the court. It shall not
be sold otherwise than subject to the approval of
the court for less than 75 per centum of its appraised
value. Whenever a sale of real or personal prop-
erty of a bankrupt is made by or through an auc-
tioneer employed by the court, receiver, or trustee,
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the auctioneer must be a duly licensed or authorized
auctioneer in the place where the sale is to be con-
ducted.

(g) The title to property of a bankrupt estate
which has been sold, as herein provided, shall be
conveyed to the purchaser by the trustee.

(h) Repealed. July 7, 1952, ch. 579, §23 (g), 66
Stat, 430.

(1) Upon the confirmation of an arrangement or
plan, or at such later time as may be provided by
the arrangement or plan, or in the order confirming
the arrangement or plan, the title to the property
dealt with shall revest in the bankrupt or debtor, or
vest in such other person as may be provided by the
arrangement or plan or in the order confirming the
arrangement or plan, (July 1, 1898, ch. 541, § 70,
30 Stat. 565; Feb. 5, 1903, ch. 487, § 16, 32 Stat. 800;
May 27, 1926, ch. 406, § 16, 44 Stat. 667; June 22,
1938, ch. 575, § 1, 52 Stat. 879; Mar. 18, 1950, ch, 70,
§ 2, 64 Stat. 23; July 7, 1952, ch. 579, § 23, 66 Stat.
429; Sept. 25, 1962, Pub. L. 87-681, §§ 9, 10, 76 Stat.
571, 572; July 5, 1966, Pub. L. 89-495, § 5, 80 Stat.
269.)

AMENDMENTS

1966—Subd. (¢). Pub. L. 89-495 Inserted clauses (1)
and (2) granting the trustee as of the date of bankruptcy
the rights and powers of a creditor who obtalned a judg-
ment against the bankrupt upon the date of bankruptcy,
whether or not such a creditor exists, and of a creditor
who upon the date of bankruptcy obtalned an execution
returned unsatisfied, against the bankrupt, whether or
not such a creditor exists, deslignated existing provisions
as clause (3), Inserting thereln language respecting status
of a creditor of the bankrupt upon a simple contract,
recognized certaln transfers, valld agalnst creditors, as
valid against trustees, and authorized the trustee to take
repugnant or inconslstent positions in exercising rights
and powers with reference to particular parties, particu=
far remedles, or particular transactions.

1962—Subd. (b). Pub, L. 87-681, §9, authorized the
trustee to assume or reject an executory contract within
thirty days after the qualification of the trustee when
it 1s later than sixty days after the adjudication, ellmi-
nated from the provision deeming an executory contract
or lease not assumed or rejected as rejected the clause
“whether or not a trustee has been appointed or has .
qualified”, Inserted provision deeming an executory con-
tract or lease to be rejected within thirty days after
date of order directing a trustee not to be appointed and
authorized the trustee to flle a statement under oath
concerning executory and rejected contracts within
thirty days after the qualification of the trustee when
it 18 later than sixty days after the adjudlcation.

Subd, (f). Pub. L, 87-681, § 10, substituted the re-
quirement that the auctioneer be a duly licensed or
authorized auctioneer in the place where the sale Is to
bLe conducted for former provision that the auctioneer,
it an Individual or & partnership, be a bona fide resident
and citizen of the judiclal district in which the property
to be sold is situated, or, If a corporation, be lawfully
domesticated and authorized to transact such business
in the State in which the judicial district is located.

1952—Subd. (a). Act July 7, 1952, §23 (a)—
(d), made it clear that a trustee In bankruptcy is
vested with the title of the bankrupt in property which
is located without, as well as within, the United States.

Subd. (¢). Act July 7, 1952, §23 (e), clarified the
fact that a trustee has the rights of a lien creditor upon
property in which the bankrupt has an interest or as to
which th» bankrupt may be the ostenaible owner.

Subd. (e) (2). Act July 7, 1852, §23 (f), provided
that a transfer or obligation which is vold or voldable
against the trustee may be preserved for the benefit of
the eatate.

Bubd. (h) repealed by act July 7, 1952, § 23 (g).
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19560—8ubd. (c). Act Mar. 18, 1050, placed the trustee
in bankruptey in the position of a llen creditor with
respect to all of the bankrupt’s property.

1938-—Subd. (a) amended by act June 22, 19038, Clauses
(7) and (8) added. Clauses (2), (3), (5), and (6)
amended. Clauses (1) and (4) reenacted without change.

Subds. (b)—(d) added by act June 22, 1938,

Subds, (e), (f), (h), and (i), formerly (e), (b), (d),
and (), respeetively, amended by act June 22, 1838,

Bubd. (g), formerly (c), reenacted without change by
act June 22, 1838,

1826—sSubd. (a) (2). A-st May 27, 1926, added ""and In
applications for patents, copyrights, and trademnrks"
and the proviso following such words.

EFFECTIVE DATE OF 1052 AMENDMENT

Amendment of section effective three months after
July 7, 1852, see note under section 1 of this title.

EFFECT OF 1850 AMENDMENT

For effect of act Mar. 18, 1850, see note set out under
section 86 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1038 AMENDMENT
Effectlve date and constructlon of aet June 22, 1938,

known as the Chandler Act, see note under section 1 of
this title.

REPEALS; SEPARABILITY PROVISIONS OF 1050 AMENDMENT

For repenls nnd separabllity provisions of act Mar, 18,
1950, sce note set out under section 96 of this title.

Cross REFERENCES
Anclilary jurisdiction, see section 11 (a) (20) of this
title,
Appolntment of appralser, see Form 12, Appendix to
this title.
Appolntment of trustee, see sectlon 72 of this title.
Auctloneers, accountants, and appralsers, see Gen, Ord.
45, Appendix to this title.
Compensation of trustee, see sections 76 and 112 of
this title, and Gen. Ord. 35, Appendix to this title.
Date of bankruptcy defined, see section 1 (13) of this
title,
Debts dischargeable in bankruptcy, sce scction 35 of
this title.
Dutles of trustee generally, see section 75 of this title
and Gen. Ord. 17, Appendix to this title.
Exccution of transfers of property in foreign countries,
see section 26 (a) (6) of this title.
Exempt property, see scction 24 of this title.
Jurlsdiction and powers of court generally, see section
11 of this title.
Liens and fraudulent transfers, see section 107 of this
title.
Notice of proposed sales of property, see section 94 (a)
(4) of this title.
Preferred creditors, see section 86 of this title.
Qualifications of trustees, see section 73 of this title.
Redemption of property and compounding of claims,
see Gen, Ord. 28, Appendix to this title.
Sale of property, see Gen. Ord 18, Appendix to this
title.
Schedule B-1 statement of all property of bankrupt, see
Form 1, Appendix to this title.
Statement of aflairs of bankrupt, see Forms 2 and 3,
Appendix to this title.
Sults by and ngalnst bankrupts, see section 20 of this
title.
Title of trustee—
Corporate reorganization, see sectlon 588 of this
title.
Real property arrangement, see section 841 of this
title.
Voldable preferences, sce section 06 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 21, 46, 107, 502 of
this title.

§ 111. Clerks' indexes; certificates of search; dockets.
The clerks of the several district courts of the

United States shall prepare and keep in their re-
spective offices until no longer needed in conducting
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current business complete and convenient indexes
of ali proceedings and discharges under this title
heretofore or hereafter flled in the said courts and
shall, when requested so to do, issue certificates of
search certifying as to whether or not any such
proceedings or discharges have been flied. The
cierks shall be entitled to receive for such certificates
the same fees as may be allowed by law for cer-
tificates as to judgments in such courts. Such in-
dexes and dockets shaii at all times be open to in-
spection and examination by all persons without any
fee or charge therefor. (July 1, 1898, ch. 541, § 71,
as added Feb, 5, 1903, ch. 487, § 17, 32 Stat. 800, and
amended June 22, 1938, ch. 575. § 1, 52 Stat. 882; Oct.
25, 1951, ch. 562, § 2 (3), 65 Stat. 639.)

AMENDMENTS

1061—Act Oct. 25, 1851, inserted ''until no longer
needed In conducting current business',

1838—Act June 22, 1938, amended section generally
and, among other changes, substituted ‘“under this
title heretofore or hereafter flled in sald courts” for
"In bankruptcy filed prior to July 1, 1898, or thereafter
filed in sald courts” in the last sentence thereof and “to
recelve for such certificates the same fees as may be
nllowed by law for certificates as to judgments in such
courts” for "to charge and collect for such certificates
the same fees as allowed by law on February 5, 1803, for
certificates ns to judgments In sald courts' after '"shall
be entitled” in the second sentence thereof.

EFFECTIVE IDATE AND CONSTRUCTION OF 1838 AMENDMENT

Effectlve date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title,

CROSS REFERENCES

District court fees generally, sce section 1914 of Title
28, Judiciary nnd Judicial Procedure.

Dutles of clerks generally, see section 78 of this title.

Fees for coples furnished by clerk, see Gen. Ord. 35,
Appendix to this tltle.

Management and disposition of records, sce chapters
26 and 31 of Title 44, Public Printing and Documents,

§ 112, Limitation of compensation of officers of court.

No receiver, marshal, or trustee shali in any form
or guise receive, nor shall the court allow him, any
other or further compensation for his services as
required by this title, than that expressiy authorized
and prescribed in this title.

No referee shall receive any compensation for his
services under this title other than his salary; and
ailowances made to a referee for compensation or
expense while acting as a conciliation commissioner
under section 203 of this title, or as a referee or spe-
cial master under any chapter or section of this title,
shall be paid to the clerk, and by him transmitted
to the Treasury of the United States for deposit in
the referees' salary and expense fund. (July 1,
1898, ch. 541, § 72, as added Feb. 5, 1903, ch. 487,
§ 18, 32 Stat. 800, and amended June 25, 1910, ch.
412, § 13, 36 Stat. 842; June 22, 1938, ch. 575, § 1, 52
Stat. 883; June 28, 1946, ch, 512, § 13, 60 Stat. 330;
July 28, 1959, Pub, L. 86-110, § 4, 73 Stat. 260.)

AMENDMENTS

1050—Pub, L, 86-110 substituted ‘'referees’ salary and
expense fund” for ‘'referees’ sanlary fund and referees' ex-
pense fund, respectively” In second par.

1046—Act June 28, 1946, added second paragraph which
reiterates that salaries of referees shall be full compensa=
tion and that any other compensation or expenses allow-
ances received while acting as a conclifation commis-
sloner, referee, or special master shall be covered into
the Treasury.
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1938—Act June 22, 1938, substituted “No” for “Neither
the" at the beginning of the sentence and ndded ''as re-
quired by this title’ following *“his services” in the first
paragraph thereof.

EFFECTIVE DATE OF 1059 AMENDMENT
Amendment of section by Pub, L. 86-110 effective on
the first day of the first fiscal year following July 28,
1959, see section 8 of Pub. L, 86-110, set out as n note
under section 68 of this title.

EFFECTIVE DATES; REPEALS; ETC., OF 1046 AMENDMENT

Effective date, repeals, saving provisions, and effect of
catchlines of act June 28, 1946, see notes set out under
section 62 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938 AMENDMENT
Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.
CROSS REFERENCES
Compensation of—
Referees generally, see section 68 of this title.
Trustees, recelvers, and marshals, see section 76
of this title.
Rules of courts fixlug compensation, see Gen. Ords. 10
and 35, Appendix to this title.

Chapter 8.—PROVISIONS FOR THE RELIEF OF
DEBTORS

Scc.

201. Additional jurlsdiction.

202. Compositions and exteunsions.

202n  Personal representatives.

203, 203a. Omitted.

204. Repealcd.

206. Reorganization of rallroads engaged In interstate
commerce.

(a) Petitlon for reorganizatlon by raliroad,
subsidiary or credltors; venue; proceed-
ings thereon; jurisdictlon of court over
debtor and property.

(b) Plan of reorganization, contents; “se-
curittes”, ‘“stockholders”, ‘*creditors”,
"clalms” deflned; suspension of statutes
of Hmitation.

(c) Proceedings after approval of petition;
orders of State regulatory bodies.

(d) Time for fillng plan of recorganization;
hearings by Commission; certification ot
approval to court.

(e) Court hearing after approval by Commis-
slon; acceptance ¢f plan by creditors and
stockholders; econfirmation of plan by
court; valuation of property.

(f) Binding effect of confirmation; discharge
of debtor from Habilitles; issuance of
securities.

(g) Dismissal of proceedings because of undue
delay in rcorganization.

(h) Revenue acts inapplicnhle to issuance, etc.,
of seecuritles,

(1) Transfer of title between receivers and
wrustees or to debtor; "Federal court”
defined.

{J) Restraining or staylng commencement or
contlnuation of proceedings agalnst
debtor; removal of causes; owners’ rights
to equipment leased or conditionally
sold unaffected.

(k) Certifled copy ot order confirming plan or
directing conveyance of property as evi-
dence.

(1) Jurisdiction of court, duties of debtor and

rights of creditors same as in voluntary

bankruptcy.

“Railroad corporation’

defined.

(n) Clalms of employees for personal injuries
and claims of suretles as preferred
clalms; change in wages or working cen-
ditions regulated; moving shops, etc,
regulated.

(m) and “person”
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Sec.
205. Reorganization of rallroads engaged in Interstate
commerce.—Continued
(0) Abandonment or sale of lines or property.
(p) Solicitation of proxies or nuthorizations.
(q) Applicatlon of law granting powers to
Connnisslon,
(r) Separability clause.
(8) Pending proceedings as
amendment of section.

governed by

205n. Same; removal to district court.
206. Additional jurisdiction.
207. Corporate reorganization.

208. Petitlon subsequent to certification of reorgani-
zation pian,

(a) Duty of Commission to report changes,
development, etc., to court; remand of
plan to Commission; procedure of subse-
quent proceedings; referral of petition.

(b) Supplemental report and order of Com-
misslon; certification of modified plan;
transcript of proceeding denying modi-
fication; revlew by court,

§ 201. Additianal jurisdiction,

CODIFICATION

This section, act July 1, 1898, ch. 541, § 73, as added by
act Mar. 3, 1933, ch. 204, § 1, 47 Stat. 1467, and sections
30, 31, 202, 206, 207 of this title, were amended and incor-
porated as chapters 10, 11, 12, 13, and 14 of this title. by
act June 22, 1938, ch. 575, § 1, 52 Stat. 840, Chandler Act.

Effective date and construction of act June 22, 1938, see
note under scction 1 of this title.

SAvINGS CLAUSE
Continuance of this sectlon in force with respect to

certain proceedings, see sections 799, 926, and 1088 of this
titte.

§ 202. Compositions and extensions.

CODIFICATION

This section, act July 1, 1898, ch. 541, § 74, as added by
act Mar. 3, 1833, ch. 204, § 1, 47 Stat. 1487, and amended
by ncts June 7, 1834, ch. 424, § 2, 48 Stat. 922; May 15,
1835, ch, 114, §2, 49 Stat. 246, and sectlons 30, 31, 201,
208, 207 of this title, were amended and incorporated as
chapters 10, 11, 12, 13, and 14 of this title, by act June 22,
1938, ch. 575, § 1, 52 Stat. 840, Chandler Act.

Effective date and construction of act June 22, 1938,
see note under section 1 of this title.

DISTRIBUTION
Subject matter of the varlous subdivisions comprising
this section were distributed by act June 22, 1938, as
follows:

Section 202, subdivisions: Prescnt sections

Mo i cmimma e ———— 707, 722—725,
753, 806, 822—826, 858, 1006, and 1023—1025

|+ R 732, 733, 737, 743, 837 (1), and 845
Crmnmmmmmmmm e e 734, 735, 834, 835, and 1032
[« SRR USSP 713, 736, 738, 813, 836, and 1033
[ IR 737, 161, 762, 8317, 866, 868, and 1052
G, 737 (3),837 (3), and 1033
[ SRR, 7606, 867, 872, 1051, 1056 (a), and 1066 (b)
o DR 758, 757, 861, 1037, and 1046
U 7617, 873, and 1057
.- 765, 707, 768, 872, 1058, and 1059

.............. seccccceee——~--- 166, 911, and 1071
| 727, 776. 171, 779, 827, 881, 882, and 884

m.... 711, 712, 716, 741, 752, 811, 812, 816, 843, 857,
883, 906, 807, 1011, 1012, 1016, 1036, and 1041

Tl eeececceemm—ccc e cm————————— 714, 814, and 1014
[« I 731, 831, and 1031
P e e et e e m e 779 and 884

SAVINGS CLAUSE
Continuance of this sectlon In force with respect to cer-
tain proceedings, see sections 799, 026, and 1086 of this
title.
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§ 202a. I’ersonal representatives.

Scction 202 of this title shall include the personal
representative of a deceased individual for the pur-
pose of effecting settlement or composition with the
creditors of the estate: Provided, however, That such
personal representative shall first obtain the consent
and authority of the court which has assumed juris-
diction of said cstate to invoke the relief provided by
this title. (June 7, 1934, ch, 424, § 2, 48 Stat. 922.)

REFERENCES IN TEXT

Sectlon 202 of this title, referred to in the text, was
amended and incorporated as chapters 10, 11, 12, 13, and
14 of this title by nct June 22, {038, ch. 575, § 1, 62 Stat.
840, the Chandler Act. See distribution table under
section 202.

CODIFICATION

This section was not enacted as a part of the Bank-
ruptcy Act which comprises this title.

§8 203, 203a. Omitted.
CODIFICATION

Sectlon 203, act July 1, 1898, ch, 541, §75, as added
Mar. 3, 1933, ehr. 204, §1, 47 Stat. 1470, and amended
June 7, 1934, ch. 424, §:8, 9, 48 Stat, 925; June 28, 1934,
ch, 869, 48 Stat, 1289; May 15, 1935, ch. 114, § 3, 49 Stat.
246; Aug. 28, 1835, ch, 792, §§ 1-6, 49 Stat. 042-045; Mar.
4, 1938, ch. 41, §§ 1, 2, 62 Stat, 84, 85; June 22, 1938, ch.
6§75, §2 (b), 62 Stat, 93g; Mar. 4, 1940, ch. 39, §§1, 2,
54 Stat. 40; Mar. 11, 1944; ch. 87, 53 Stat. 113; June
3, 1046, ch. 280, 60 Stat. 230; Apr. 21, 1048, ch. 225, 62
Stat, 198, related to agricultural compositions and exten-
slons, and is omitted eince the time for filing a petition
under this sectlon expired Mar. 1, 1849,

Section 203a, act June 7, 1934, ch. 424, § 6, 48 Stat. 924,
granted franking privileges to conciliation commlissioners
appointed under section 203 of this title,

§ 204. Repealed. June 22, 1938, ch. 575, § 4, 52 Stat. 940,

Section, act July 1, 1808, ch. 541, § 76, as added Mar. 3,
1633, ch. 204, § 1, 47 Stat. 1474, and amended June 7, 1034,
ch. 424, § 10, 48 Stat. 925, extended the extenslon provi-
slons of section 203 to persons secondarily llable for debt.

Effective date and constructlon of repealing act, see note
under section 1 of thls title.

§ 205. Reorganization of railroads engaged in inter-
state commerce.

(a) Petition for reorganization by railroad, subsidiary
or creditors; venue; proceedings thereon; juris-
diction of court over debtor and property.

Any railroad corporation may file a petition stat-
ing that it is insolvent or unable to meet its debts
as they mature and that it desires to effect a plan of
reorganization. The petition shall be filed with the
court in whose territorial jurisdiction the corpora-
tion, during the preceding six months or the greater
portion thereof, has had its principal executive or
operating office, and a copy of the petition shall at
the same time be filed with the Interstate Com-
mission (hereinafter called the "“Commission”).
When any railroad, although engaged in interstate
commerce, lies wholly within one State, the proceed-
ings shali be brought in the United States district
court for the district in which its principal operating
office has been located during the preceding six
months or the greater portion thereof. The petition
shall be accompanied by payment to the clerk of a
filing fee of $150. Upon the fiiing of such a petition,
the judge shall enter an order either approving it as
properly filed under this section, if satisfied that it
complies with this section and has been filed in good
faith, or dismissing it, if he is not so satisfied. If
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the petition is so approved, the court in which the
order is entered shall, during the pendency of the
proceedings under this section and for the purposes
thereof, have exclusive jurisdiction of the debtor
and its property wherever located, and shall have
and may exercise in addition to the powers con-
ferred by this section all the powers, not inconsist-
ent with this section, which a court of the United
States would have had if it had appointed a receiver
in equity of the property of the debtor for any pur-
pose. Process of the court shall extend to and be
valid when served in any judicial district. The
Supreme Court of the United States shall promul-
gate rules relating to the service of process outside
of the district in which the proceeding is pending,
and any other rules which it may deem advisable in
order to aid district courts and courts of appeal in
exercising the jurisdiction herein conferred upon
them. The railroad corporation shall be referred
to in the proceedings as a “debtor”. Any railroad
corporation the majority of the capital stock of
which having power to vote for the election of direc-
tors is owned, either directly or indirectly through
an intervening medium, by any railroad corporation
filing a petition as a debtor may file, with the court
in which the other debtor has filed such a petition,
and in the same proceeding, a petition, a copy of
which shall also be filed at the same time with the
Commission, stating that it is insolvent or unable
to meet its debts as they mature, and that it desires
to effect a reorganization in connection with, or as
a part of the plan of reorganization of the other
debtor; and upon the filing of the petition, the judge
shall enter an order either approving it as properly
filed under this section, if satisfied that it complies
with this section and has been filed in good faith,
or dismissing it if .ot so satisfied, and thereupon
the court, if it approves the petition, shall have the
same jurisdiction with respect to such debtor, its
property and its ereditors and stockholders, as the
court has with respect to the other debtor. Credi-
tors of any railroad corporation, having claims
aggregating not less than 5 per centum of all the
indebtedness of the corporation as shown in the
latest annual report which it has filed with the Com-
mission at the time when the petition is filed, may,
if the corporation has not filed a petition under this
section, file with the court in which the corporation
might file a petition under this section, a petition
stating that the corporation is insolvent or unable to
meet its debts as they mature and that the creditors
have claims aggregating not less than 5 per centum
of all such indebtedness of the corporation and pro-
pese that it shall effect a reorganization; copies of
the petition shali be filed at the same time with the
Cominission and served upon the corporation. The
corporation shall, within ten days after such service,
answer the petition. If the answer admits the juris-
diction of the court and the material allegations of
the petition, the judge shall enter an order approv-
ing the petition as properly fiied If satisfled that it
complies with this sectilon and has been filed in
good faith, or dismissing it, if not so satisfied. If
the answer denles either the jurisdiction of the court
or any material allegation of the petition, the judge
shall summarily determine the issues presented by
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the pleadings without the intervention of a jury, and
if he finds that the material allegations are sus-
tained by the proofs and that the petition complies
with this section and has been filed in good faith,
the judge shall enter an order approving the peti-
tion; otherwise, he shall dismiss the petitlon. If
such a petition is so approved, the proceedings
thereon shalil continue with lke effect as if the rail-
road corporation had itself filed a petition under
this section. If a petition is dismissed, neither the
petition nor the answer of a debtor constitute an
act of bankruptcy or an admission of insolvency or
of inabiiity to meet maturing obligations or be ad-
missible in evidence, without the debtor’s consent,
in any proceedings then or thereafter pending or
commenced under this title or in any State or United
States court. If, in any case in which the issues
have not already been tried under the provisions of
this subdivision, any of the creditors, prior to the
hearing provided for in paragraph (1) of subsection
(¢) of this section, appear and controvert the facts
alleged in the petition, the judge shall determine, as
soon as may be, the issues presented by the plead-
ings, without the intervention of a jury, and, unless
the materiai allegations of the petition are sustained
by the proofs, shall dismiss the petition,

“securities,”

(b) Plan of reorganization, contents;
defined;

“stockbolders.,” ‘“creditors.” “claims”
suspension of statutes of limitation,

A plan of reorganization within the meaning of
this section (1) shall include provis‘ons modifying or
altering the rights of creditor. generally, or of any
class of them, secured or unsecured, either through
the {ssuance of new securities of any character or
otherwise; (2) may include provisions modifying or
altering the rights of stockholders generally, or of
any class of them, either through the issuance of new
securities of any character, or otherwise; (3) may
include, for the purpose of preserving such interests
of creditors and stockholders as are not otherwise
provided for, provisions for the issuance to any such
creditor or stockholder of options or warrants to re-
ceive, or to subscribe for, securities of the reorganized
company in such amounts and upon such terms and
conditions as may be set forth in the plan; (4) shall
provide for fixed charges (including fixed interest
on funded debt, Interest on unfunded debt, amortiza-
tion of discount on funded debt, and rent for leased
raflroads) in such an amount that, after due consid-
eration of the probable prospective earnings of the
property in light of its earnings experience and all
other relevant facts, there shall be adequate cover-
age of such fixed charges by the probable earnings
available for the payment thereof; (5) shall provide
adequate means for the execution of the plan, which
may inciude the transfer of any interest in or con-
trol of all or any part of the property of the debtor
to another corporation or corporations, the merger
or consolidation of the debtor with another corpora-
tion or corporations, the retentior. of 2ll or any part
of the property by the debtor, the sale of all or any
part of the property of the debtor either subject to or
free from any lien at not less than a fair upset price,
the distribution of all or any assets, or the proceeds
derived from the sale thereof, among those having
an interest therein, the satisfaction or modification
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of any liens, indentures, or other similar interests,
the curing or walver of defaults, the extension ¢f ma-
turity dates of outstanding securities, the reduction
in principal and/or rate of interest and alteration of
other terms of such securities, the amendment of the
charter of the debtor, and/or the issuance of securi-
ties of either the dcbtor or any such other corpora-
tion or corporations for cash, or in exchange for
existing securitles, or in satisfaction of claims or
rights or for other appropriaie purposes; and may
deal with all or any part of the property of the
debtor; may reject contracts of the debtor which are
executory in whoie or in part, including unexpired
leases; and may include any other appropriate pro-
visions not inconsistent with this section.

The adoption of an executory contract or unex-
pired lease by the trustee or trustees of a debtor shal}
not preclude a rejection of such contract or fease in
a plan of reorganization approved hercunder, and
any claim resuiting from such rejection shafl not
have priority over any other claims against the
debtor because such contract or lease had been pre-
viously adopted. The term “securities” shall include
evidences of indebtedness either secured or unse-
cured, bonds, stock, certificates of beneficial interest
therein, certificates of beneficial interest in property,
options, and warrants to receive, or to subscribe for,
securities. The term ‘“stockholders” shall include
the holders of voting-trust certificates. The term
“creditors’’shalil include, for ali purposes of this sec-
tion all holders of claims of whatever character
against the debtor or its property, whether or not
such claims would otherwise constitute provable
ciaims under this title, including the holder of a
claim under a contract executory in whole or in part
including an unexpired lease.

The term “claims” includes debts, whether liqui-
dated or unliquidated, securities (other than stock
and option warrants to subscribe to stock), liens, or
other Interests of whatever character. For all pur-
poses of this section unsecured claims, which would
have been entitled to priority if a recelver in equity
of the property of the debtor had been appointed by
a Federal court on the day of the approval of the
petition, shall be entitled to such priority and the
holders of such claims shall be treated as a separate
class or classes of creditors. In case an eXecutory
contract or unexpired lease of property shail be re-
jected, or shall not have been adopted by a trustee
appointed under this section, or shall have been re-
jected by a receiver in equity in a proceeding pending
prior to the institution of a proceeding under this
section, or shall be rejected by any plan, any person
Injured by such nonadoption or rejection shall for
all purposes of this section be deemed to be a creditor
of the debtor to the extent of the actual damage or
Injury determined {n accordance with principles ob-
taining in equity proceedings. The provisions of sec-
tion 96 of this title shall apply to a proceeding under
this section. For all purposes of this section any
creditor or stockholder may act in person or by an
attorney at law or by a duly authorized agent or
committee subject to the provisions of subdivision
(p) of this section., The running of all statutes of
limitation shall be suspended during the pendency
of a proceeding under this section,
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(c) Proceedings after approval of petition; orders of
State regulatory bodies.

After approving the petition:

(1) The judge shall forthwith (and in pending
proceedings immediately upon August 27, 1935)
require the debtor to give such notice as the order
may direct to the mortgage trustees, creditors
and stockholders, and to cause publication there-
of for such period and in such newspapers as the
judge may direct, of a hearing to be held not
later than thirty days after the date of such
order, at which hearing or any adjournment
thereof the judge shali appoint one or more
trustees of the debtor's property. Such appoint-
ments shall become effective upon ratification
thereof by the Commission without a hearing,
unless the Cominission shall deem a hearing nec-
essary. Where a trustee is appointed who within
one year prior thereto has been an officer, direc-
tor, or employee of the debtor corporation, any
subsidiary corporation, or any holding company
connected therewith, the judge, subject to ratifi-
cation by the Commission as herein provided,
shall appoint another trustee or trustees who
shali not have had any such affiliations: Pro-
vided, That the appointment of such additional
trustee or trustees shall not be required for a
debtor the annual operating revenues of which
were less than $1,000,000 for the previous calendar
year.

(2) The judge shall fix the amount of the bond
of every trustce. He may thereafter terminate
any sueh appointments on cause shown, and may
in that event and in the event of a vacancy from
any other cause, in the manner and within the
qualifications herein provided for the appoint-
ment of trustees, appoint a substitute trustee or
trustees, and in the same manner and within the
same qualifications may appoint an additional
trustee, and shall fix the amount of the bond of
every such substitute or additional trustee or
trustees. The judge shall in his discretion con-
firm the appointment of such legal counsel for the
trustees as they shall select, with power of re-
moval., The trustee or trustees and their counsel
shall receive only such compensation from the
estate of the debtor as the judge may from time
to time allow within such maximuin limits as may
be approved by the Commission as reasonable,
The trustee or trustees so appointed, upon filing
such bond, shall have all the title and shall exer-
cise, subject to the control of the judge and con-
sistently with the provisions of this section, all of
the powers of a trustee appointed pursuant to sec-
tion 72 or any other section of this title, and, to
the extent not inconsistent with this section, if
authorized by the judge, the powers of a receiver
in an equity proceeding, and, subject to the con-
trol of the judge and the jurisdiction of the Com-
mission as provided by the Interstate Commerce
Act as now or hereafter amended, the power to
operate the business of the debtor. In operating
the business of the debtor with respect to safety,
location of tracks, and terminal facilities, the
trustce or trustees shall be subject to lawful or-
ders of State regulatory bodies of statewide juris-
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diction to the same extent as would the debtor if
& petition respecting it had not been filed under
subsection (a) of this section except that (A) any
such order which would require the expenditure,
or the incurring of an obligation for the expendi-
ture, of money from the debtor's estate shall not
become effective (a) unless the trustee or trustees,
with the approval of the court, shall consent
thereto, or (b) unless the Commission, upon ap-
propriate application or applications by an inter-
ested party or interested parties, shall find that
compliance with the order will not impair the
ability of the trustee or trustees to perform his or
their duties to the public, will not constitute an
undue burden upon interstate commerce, will be
compatible with the public interest, and will not
interfere with the formulation and approval of a
satisfactory plan of reorganization for the debtor,
and (B) compliance shall be made with any ap-
plicable provision of the Interstate Commerce
Act. Prior to the appointment of a trustee, the
debtor on behalf of the court shall continue in
the possession of the property and shall operate
the business thereof during such period, and shall
have all the title to the property and shall exer-
cise all power consistent with the provisions of
this section, subject at all times to the control of
the judge, and to such limitations, restrictions,
terms, and conditions as he may from time to
time impose and prescribe,

(3) The judge may, upon not less than fifteen
days’ notice publishea in such manner and in
such newspapers as the judge may in his disere-
tion determine, which notice so determined shall
be sufficient, for eause shown, and with the ap-
proval of the Commission, in accordance with
section 20a of Title 48, as now or hereafter
amended, authorize the trustee or trustees to issue
certificates for cash, property, or other considera-
tion approved by the judge, for such lawful pur-
poses and upon such terms and conditions and
with such security and such priority in payments
over existing obligations, secured or unsecured, or
receivership charges, as might in an equity receiv-
ership be lawful. Where such certificates are au-
thorized to provide funds to pay for the
acquisition, assembly or installation of safety
equipment or materials related thereto, or for
the purpose of reimbursing the trustee or trustees
for funds so expended, the judge may direct
(without limitation of his power to make such
direction in the absence of this provision) that
the certificates shall have such lien on the prop-
erty of the debtor and shall be entitled to such
priority in payments over existing obligations, se-
cured or unsecured, and receivership charges and
present or future duties, debts or taxes or other
obligations in favor of or payable tc any State
or any subdivision, agency or instrumentality
thereof and interest or penalties, and to such
parity with all or any portion of the other costs
or expenses of administration or operation as in
the particular case the judge may find equitable
at the time of authorizing the issuance of such
certificates, regardless of whether such obliga-
tions, charges, costs or expenses, dutles, debts, or
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taxes constitute or are secured by liens on real
or personal property or shall have become pay-
able before or after the issuance of such certifi-
cates.

(4) The judge shall require the officers of the
debtor or the trustee or trustees, at such time or
times as the judge may direct, and in lieu ¢f the
schedules required by section 25 of this title, to file
with the court such schedules and submit such
other inforination as mav be necessary to disclose
the conduct of the debtor’s affairs and the fairness
of any proposed plan; and shall direct the officers
of the debtor, or the trustee or trustees, within
such time as the judge shall set, to prepare and
file with the court a list of ail known bondholders
and creditors of the debtor, and the amounts and
character of their debts, claims, and securities,
and the last known post-office address or place
of business of each bondholder and creditor, and a
list of all known stockholders of the debtor, with
the last known post-office address or place of busi-
ness of eacli, which lists the judge may require to
be brought down to date at any time. The con-
tents of such lists shall not constitute admissions
by the debtor or the trustees in a proceeding under
thus section or otherwise.

(5) It shall be the duty of anyone having infor-
mation as to the names and addresses of the hold~
ers of any securities of the debtor to divulge such
information to the trustee or trustees, upon writ-
ten request therefor and, upon petition by any
party in interest, and after hearing, the judge may
order the production of any such information by
anyone having and refusing to divulge it to any
trustee, upon written request therefor. The judge
may direct that the cost of preparing such infor-
mation shall be borne by the debtor’s estate.

(6) If a lease of a line of railroad is rejected,
and if the lessee, with the approval of the judge,
shall elect no longer to operate the leased line,
it shall be the duty of the lessor at the end of a
period to be fixed by the judge to begin the oper-
ation of such line, unless the judge, upon the pe-
tition of the lessor, shall decree after hearing that
it would be impracticable and contrary to the
public interest for the lessor to operate the said
line, in which event it shall be the duty of the
lessee to continue operation on or for the account
of the lessor, until abandonment of such line is
authorized in accordance with the provisions of
section 1 of Title 49, or until such operation pur-
suant to this paragraph is otherwise lawfully ter-
minated. During any such operation, the lessor
shall be deemed to be a carrier subject to all ap-
plicable provisions of the Interstate Commerce
Act, as amended, and s:all be entitled to recelve
just, reasonable, and equitable divisions of rates,
{ares, or charges applicable to the transportation
of persons or property over its line or lines of
railroad and the lines of the lessee or other car-
riers, and the provisions of section 15 (6) of Title
49, as now or hereafter amended, shall apply to
said divislons whether or not joint rates covering
such transportation have been established,

(7) The judge shall promptly determine and fix
a reasonable time within which the claims of
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creditors may be filed or evidenced and after
which no claim not so filed or evidenced may par-
ticipate except on order for cause shown, the
manner in which such claims may be filed or evi-
denced and allowed, and for the purposes of the
plan and its acceptance, after notice and hearing,
the division of creditors and stockholders into
classes according to the nature of their respective
claims and interests. Such division shall not pro-
vide for separate classification unless there be
substantial differences in priorities, claims, or in-
terests. The trustee or trustees under any mort-
gage, deed of trust, or indenture outstanding
against the property may, within the time pre-
scribed, file a verified claim in behalf of all bonds
or securities outstanding under such mortgage,
deed of trust, or indenture, in which event it shall
be unnecessary for the holders of such bonds or
securities to file claims in their own behalf, but
nothing herein shall constitute such trustee or
trustees the representative or representatives of
such holders for the purpose of accepting or re-
jecting any plan of reorganization.

(8) The judge shall cause reasonable notice of
the period in which claims may be filed, of hear-
ings on application for the dismissal of the pro-
ceedings, or for the final allowance of fees or
expenses to be given creditors and stockholders by
publication or otherwise.

(9) The judge shall direct the trustee or trus-
tees, and may request the Commission through
such of its agencies as it may designate, to report
to him any facts pertaining to irregularities,
fraud, misconduct, or mismanagement, as a conse-
quence of which the debtor may have a cause of
action arising therefrom against any person or
corporation.

(10) The judge may direct the debtor or the
trustee or trustees to keep such records and ac-
counts, in addition to the accounts prescribed by
the Commission, as will permit of such a segrega-
tion and allocation, as the necessities of the case
may require, of the earnings and expenses between
and to the divisions and parts of the railroad or
other property of the debtor which are separately
subject to the liens of the various mortgages or
deeds of trust, or are separately subject to lease,
and may refer to the Commission for its recom-
mendations after hearings thereon if the parties
shall so request and/or the Commission determine
necessary or desirable, as to the method or for-
mula by which such segregation and allocation
shall be made; and thereafter such segregation
and allocation may be made at the expense of the
debtor's estate.

(11) The Commission may direct such of its
agencies as it may designate to file in the pro-
ceedings before the Commission a report, and
additional or supplemental reports at such time
or times as the Commission shall designate, of
such data with reference to the property, business,
earnings, and corporate organization of the debtor
and such other facts as the Commission, after
hearing if it deems necessary, shall determine to
be necessary or helpful information for the pur-
poses of the preparation of reorganization plans,
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and for the purpose of aiding in determining the
method or formula of allocating earnings per-
mitted by paragraph (10) of this subdivision.
Such report or reports shall be prima facie evi-
dence of the facts.therein stated in any proceed-
ing under this section. The actual cost of pre-
paring said report or reports shall be certified by
the Commission and shall be borne by the debtor's
estate.

(12) Within such maximum limits as are fixed
by the Commission, the judge may make an al-
lowance, to be paid out of the debtor’s estate, for
the actual and reasonable expenses (including rea-
sonable attorney's fees) incurred in connection
with the proceedings and plan by parties in in-
terest and by reorganization managers and com-
mittees or other representatives of creditors and
stockholders, and within such limits may make
an allowance to be paid out of the debtor's estate
for the actual and reasonable expenses incurred
in connection with the proceedings and plan and
reasonable compensation for services in connec-
tion therewith by trustees under indentures, de-
positaries and such assistants as the Commission
with the approval of the judge may espccially
employ. Appeals from orders of the court fixing
such allowances may be taken to the court of
appeals independently of other appeals in the
proceeding and shall be heard summarily. The
Commission shall, at such time or times as it may
deem appropriate, after hearing, fix the maxi-
mum allowances which may be allowed by the
court pursuant to the provisions of paragraph
(12) of this subdivision and, after hearing if the
Commniission shall deem it necessary, the maxi-
mum compensation which may be allowed by the
court pursuant to the provisions of paragraph
(2) of this subdivision.

(13) The judge may on his own motion or at
the request of the Commission refer any matters
for considcration and report, either generally or
upon specified issues, to one of several special
masters who shall have been previously desig-
nated to act as special masters i1 any proceedings
under this section by order of any court of ap-
peals and may allow such master a reasonable
compensation for his services and actual and
reasonable expenses. The court of appeals of
each circuit shall designate three or more mem-
bers of the bar as such special masters whom they
deem qualified for such services, and shall from
time to time revise such designations by chang-
ing the persons designated or their number, as
the public interest may require: Provided, how-
ever, That there shall always be three of such
special masters qualified for appointment in each
circuit who shall hear any matter referred to them
under this section by a judge of any district
court. The debtor, any creditor or stockholder,
or the duly authorized committee, attorney or
agent of either or the trustee or trustees of any
mortgage, deed of trust or indenture pursuant to
which securities of the debtor are outstanding,
shall have the right to be heard on all questions
arising in the proceedings, and, upon petition
therefor and cause shown, any such person or
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any other interested party may be permitted to
intervene. The judge may, after hearing, n:ake
reasonable rules defining the matters upon which
notice shall be given to other than interveners
and the manner of giving such notice,

(d) Time for filing plan of reorganization; hearings
by Commission; certification of approval tv court.
The debtor, after a petition is flled as provided in
subdivision (a) of this section, shall file a plan of
reorganization within six months of the entry of the
order by the judge approving the petition as properly
filed, or if heretofore approved, then within six
months of August 27, 1935, and nct thereafter unless
such time Is extended by the judge from time to time
for cause shown, no single extension at any one time
to be for more than six months. Such plan shall
aiso be fiied with the Commission at the same time.
Such pians may likewise be flled at any time before,
or with the consent of the Commission during, the
hearings hereinafter provided for, by the trustee or
trustees, or by or on behalf of the creditors being not
less than 10 per centum in amount o any class of
creditors, or by or on behalf of any class of stock-
holders being not less than 10 per centum in amount
of any such class, or with the consent of the Com-
mission by any party in interest. After the filing of
such a plan, the Commission, unless such plan shall
be considered by it to he prima facie impracticable,
shall, after due notice to all stoci!iolders and credi-
tors given in such manner as it shall determine, hold
public hearings, at which opportunity shall be given
to any interested party to be heard, and following
whicii the Commission shall render a report and
order in which it shall approve a plan, which may be
different from any which has been proposed, that
will in its opinion ineet with the requirements of
subdivisions (b) and (e; of this section, and will be
compatible with the public interest; or it shall render
a report and order in which it shall refuse to approve
any plan. Insuch report the Commission shall state
fully the reasons for its conclusions.

The Commisston may thereafter, upon petition for
good cause shown filed within sixty days of the date
of its order, and upon further hearings if the Com-
mission shall deem necessary, in a supplemental re-
port and order modify any plan which it has ap-
proved, stating the reasons for such modification.
The Commisslon, if it approves a plan, shall there-
upon certify the plan to the court together with a
transcript of the proceedings before it and a copy of
the report and order approving the plan. No plan
shall be approved or con.lrmed by the juage in any
proceeding under this section unless the plan shall
first have been approved by the Commission and cer-
tified to the court.

(e) Court hearing after approval by Commission; ac-
ceptance of plan by ereditors and stockholders;
confirmation of plan by court; valuation of prop-
erty.

Upon the certification of a plan by the Commission
to the court, the court shall give due notice to all par-
ties in interest of the time within which such parties
may file with the court their objections to such plan,
and such parties shall file, within such tlme as may be
fixed in sald notice, detailed and specific objections in
writing to the pian and their claims for equitable
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treatment. ‘The judge shall, after notice in such
manner as he may determine to the debtor, its trustee
or trustees, stockholders, creditors, and the Cominis-
sion, hear all parties in interest in support of, and in
opposition to, such objections to the plan and such
claims for equitable treatment. After such hearing,
and without any hearing if no objections are filed, the
judge shall approve the plan if satisfled that: (1) It
complies witl, the provisions of subdivision (b) of this
section, is fair and cquitable, affords due recognition
to the rights of each class of creditors and stock-
holders, does not discriminate unfairly in favor of
any class of creditors or stockholders, and will con-
form to the requirements of the law of the land
regarding the participation of the varlous classes of
creditors and stockholders; (2) the approximate
amounts to be paid by the debtor, or by any corpora-
tion or corporations acquiring the debtor's assets, for
expenses and fees incident to the rcorganization,
have been fully disclosed so far as they can be ascer-
tained at the date of such hearing, are reasonable,
are within such maximum limits as are fixed by the
Commission, and are within such maximum limits to
be subject to the approval of the judge; (3) the plan
provides for the payment of all costs of administra-
tion and all other allowances made or to be made by
the judege, except that ailowances provided for in
paragraph (12) of subdivision (¢) of this section,
may be paid in securities provided for in the plan if
those entitled thereto will accept such payment,
and the judge is given power to approve the same.

If the judge shall not approve the plan, he shall
file an opinjon, stating his conclusions and the reason
therefor, and he shall entler an order in which he may
either dismiss the proceedings, or In his discretion
and on motion of any party in interest refer the pro-
ceedings back to the Commission for further action,
in which event he shall transmit to the Commission
a copy of any evidence received. If the proceedings
are referred back to the Commission, it shall preceed
to a reconsideration of the proceedings under the pro-
visions of subdivision (d) of this section. If the
juage shall approve the plan, he shall file an opinion,
stating his concluslons and the reasons therefor, and
enter an order to that effect, and shall send a certified
copy of such opinion and order to the Commission.
The plan shall then be submitted by the Commission
to the creditors of each class whose claims have been
filed and allowed in accordance with the require-
ments of subdlvision (¢) of this section, and to the
stockholders of each class, and/or to the committees
or other representatives thereof, for acceptance or
rejection, within such time as the Commission shall
specify, together with the report or reports of the
Commission thereon or such a summarization thereof
as the Commission may approve, and the opinion and
order of the judge: Provided, That submission to any
class of stockholders shall not be necessary if the
Commission shall have found, and the judge shall
have affirmed the finding, (a) that at the time of
the finding the corporation is insolvent, or that at
the time of the finding the equity of such class of
stockholders has no value, or that the plan provides
for the payment in cash to such class of stockhnlders
of an amount not less than the value of their ejuity,
if any, or (b) that the intere.:ts of such class of stock-
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holders wili not be adversely and materially affected
by the plan, or (¢) that the debtor has pursuant to
authorized corporate action accepted the plan and
its stockholders are bound by such acceptance: Pro-
vided further, That submission to any class of credi-
tors shall not be necessary if the Commission shall
have found, and the judge shall have affirmed the
finding, that the interests of such class of creditors
will not be adversely and materially affected by the
plan, or that at the time of the finding the interests
of such class of creditors have no value, or that the
plan provides for the payment in cash to such class of
creditors of an amount not less than the value of their
Interests. For the purpose of this scction the accept-
ance or rejection by any creditor or stockhotder shall
be in writing, executed by him or by his duly author-
ized altorney, committee, or representative. If the
United States of America, or any agency thereof, or
any corporation (other than the Reconstruction Fi-
nance Corporation) the majority of the stock of
which is owned by the United States of Americs, is a
creditor or stockholder, the Interests or cialms thereof
shali be deemed to be affected by the plan, and the
President of the United States, or any officer or
agency he may designate, Is authorized to act
:n respect of the interests or claims of the United
States or of such agency or other corporation. The
expense of such submission shall be certified by the
Commission and shall be borne by the debtor’s estate.
The Commission shall certify to the judge the results
of such submission.

Upon receipt of such certification, the judge shall
confirm the plan if satisfled that it has been accepted
by or on behalf of creditors of each class to which
submission is required under this subdlvision holding
more than two-thirds in amount of the total of the
allowed claims of such class which have been reported
in saié submission as voting on said plan, and by or
on behalf of stockholders of each class to which sub-
misslon {s required under this subdivision holding
more than two-thirds of the stock of such class which
has been reporied in said submission as voting on said
plan; and that such acceptances have not been ‘nade
or procured by any means forbidden by law: Pro-
vided, That, if the plan has not been so accepled by
the creditors and stockholders, the judge may never-
theless confirm the plan if he is satisfled and finds,
after hearing, that it makes adequate provision for
fair and equitable treatment for the interests or
claims of those rejecting it; that such rejection is
not reasonably justi“led in the light of the respective
rights and Interests of those rejecting It and all the
relevant facts; and that the plan conforms to the
requirements of clauses (1)—(3) of the first para-
graph of this subdivision: Provided further, That
if, in any reorganization proceeding under this
section, the United States is a creditor on claims
for taxes or customs duties (whether or not the
United States has any other interest in, or claim
against, the debtor, as creditor or stockholder), no
plan which does not provide for the payment thereof
shall be confirmed by the judge except upon the ac-
cepto 1ce, certified to the court, of a lesser amount by
the President of the United States or the officer or
agency designated by him pursuant to the provisions
of the preceding paragraph hereof: Provided further,
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That if the President of the United States or such
officer or agency shall fall to accept or reject such
lesser amount for more than ninety days after receipt
of written notice so to do from the court, accom-
panied by a certified copy of the plan, the consent of
the United States insofar as its claims for taxes or
customs duties are concerned shall be conclusively
presumed. If the judge shall confirm the plan, he
shall enter an order and file an opinion with a state-
ment of hls conclusions and his reasons therefor.
If the judge shall not confirm the plan, he shall file
an opinion, with a statement of his conclusions and
his reasons therefor, and enter an order in which he
shall either dismiss the proceedings, or, in his dis-
cretlon and on the motion of any party in interest,
refer the case back to the Commission for further
proceedings, including the consideration of modifica-
tiuns of the plan or the proposal of new plans. In
the event of such a reference back to the Commis-
sion, the proceedings with respect to any modified or
new plan shall be governed by the provisions of this
section in like manner as in an original proceeding
hereunder,

If it shall be necessary to determine the value of
any property for any purpose under this section, the
Commission shall determine such value and certify
the same to the court in its report on the plan. The
value of any property used in railroad operation shall
be determined on a basis which will give due con-
sideration to the earning power of the property, past,
present, and prospective, and ali other relevant facts.
In determining such value only such effect shall be
given to the present cost of reproduction new and
less depreciation and original cost of the property,
and the actual investment therein, as may be re-
quired under the law of the land, in light of its
earning power and all other relevant facts.

(f) Binding effect of confirmation; discharge of debtor
from liabilities; issuance of securities.

Upon confirration by the judge, the provisions of
the plan and of the order of confirmation shall, sub-
ject to the right of judicial review, be binding upon
the debtor, all stockholders thereof, including those
who have not, as well as those who have, accepted
it, and all creditors secured or unsecured, whether
Jr not adversely affected by the plan, and whether
or not their claims shall have been filed, and, {f filed,
whether or not approved, including creditors who
have not, as well as those who have, accepted it.
Upon confirmation of the plan, the debtor and any
other corporation or corporations organized or to be
organized for the purpose of carrying out the plan,
shall have full power and authority to, and shall
put into effect and car, out the plan and the orders
of the judge relative thereto, under and sukject to
the supervision and the control of the judge, the laws
of any State or the decision or order of any State
authority to the contrary notwithstanding. The
property declt with by the plan, when transferred
and oonveyed to the debtor or to the other corpora-
tion or corporations provided for by the plan, or
when retained by the debtor pursuant to the plan,
shall be free and clear of all claims of the debtor,
its stockholders and creditors, and the aebtor shall
be discharged from its debts and labilities, except
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such as may consistently with the provisions of the
plan be reserved in the order confirming the plan
or directing such transfer and conveyance or reten-
tion, and the judge may require the trustee or trus-
tees appointed hereunder, the debtor, any mortgagee,
the trustee of any obligation of the debtor, and all
other proper and necessary parties, to make any
such transfer or conveyance, and may require the
debtor to join in any such transfer or conveyance
made by the trustee or trustees. Upon the termina-
tion of the proceedings a final decree shall be en-
tered discharging the trustee or trustees, and making
such provisions as may be equitable, by way of
injunction or otherwise, and closing the case. Upon
confirmation of a plan the Commission shall, without
further proceedings, grant authority for the issue of
any securities, assumption of obligations, transfer of
any property, sale, consolidation or merger of the
debtor's property, or pooling of traffio, to the extent
contemplated by the plan and not inconsistent with
the provisions and purposes of the Interstate Com-
merce Act as now or hereafter amended. The
provisions of sections 77a to 77aa of Title 15 shall
not apply to the issuance, sale, or exchange of any
of the following securities, which securities and
transactions therein shall, for the purposes of said
sections, be treated as if they were speoifically men-
tioned in sections 77¢c and 77d of Title 15, respec-
tively: (1) All securities issued pursuant {o any plan
of reorganization confirmed by the judge in accord-
ance with the provisions of this section; (2) all
securities issued pursuant to such plan for the pur-
pose of raising money for working capital and other
purposes of such plan: (3) all securities issued by
the debtor or by the trustee or trustees pursuant to
clause (3) of subdivision (¢) of this section; (4) all
certificates of deposit representing securities of, or
claims against, the debtor, with the exception of
such certificates of deposit as are issued by commit-
tees not subject to subdivision (p) of this section.
The provisions of subsection (a) of section 78n of
Title 15 shall not be applicable with respect to any
action or matter which is within the provisions of
subdivision (p) of this section.

(g) Dismissal of proceedings ‘because of undue delay
in reorganization,

If in the light of all the existing circumstances
there is undue delay in a reasonably expeditious
reorganization of the debtor, the judge, in his discre-
tion, shall, on motion of any party in interest or on
his own motion, after hearing and after considera-
tion of the recommendation of the Commission,
dismiss the proceedings. Upon the filing of such
an order of dismissal, all right, title, or interest of
the trustee or trustees shall vest by operation of
law in the debtor unless otherwise provided by such
order.

(h) Revenue acts inapplicable to issuance, ete, of
securities.

The provisions of subdivisions (1)—(3) of sched-
ule A of title VIIT of the Revenue Act of 1926, as
amended by sections 721, 722, and 723 of the Revenue
Act of 1932, and the provisions of subdivisions (8)
and (9) of the same schedule A, as added by sections
724 and 725 of the Revenue Act of 1932, and any
amendments thereto unless specifically providing to



§ 205

the contrary, shall not apply to the issuance, trans-

fer, or exchange of securities or the making or deliv-

ery of conveyances to make effective any plan of

reorganization confirmed under the provisions of this

section,

(i) Transfer of title between receivers and trustees
or to debtor; “Federal court” defined.

If a recelver or trustee of all or any part of the
property of a debtor has been appointed by a Federal
or State court, whether before or after August 27,
1935, a petition or answer may be filed under this
section at any time thereafter by such debtor, or its
creditors as provided in subdivision (a) of this sec-
tion, and if such petition is approved, the trustee or
trustees appointed under this section, or the debtor
until such trustee or trustees are appointed, shall
be entitled forthwith to possession of and be vested
with title to such property, and the judge shall make
such orders as he may deem equitable for the pro-
tection of obligations Incurred by the receiver or
receivers or prior trustee or trustees and for the pay-
ment of such reasonable administrative expenses and
allowances in the prior proceedings as may be fixed

by the court appointing such receiver or trustee.
Whether or not a receiver or trustee has been ap-

pointed by a Federal or State court prior or sub-
sequent to the institution of a proceeding under this
section and upon the dismissal of such proceeding
under this section, the judge may include in the
order of dismissal appropriate provisions directing
the trustee or trustees, or the debtor if no trustee
has teen appointed, at the time of such order of
dismissal, to transfer possession of the debtor's prop-
erty within the territorial jurisdiction of such Fed-
eral or State court to the prior receiver or trustce,
if a prior receiver or trustee has been so appointed
by such Federal or State court, or to a receiver or
trustee appointed by such Federal or State court,
upon such terms as the court in the proceeding under
this section may deem equitable for the protection
of the obiigations incurred by any trustee or trustees
appointed under this section and for the payment
of administrative expenses and allowances in the
proceedings hereunder. Upon the filing of such
order of dismissal all title to the property In the
trust estate shall vest as therein provided. For the
purposes of this section the words “Federal court”
shall include the district courts of the United States
and of the Territories and possessions to which this
title is or may hereafter be applicable,
(i) Restraining or staying commencement or continu-
ation of proceedings against debtor; removal of

causes; owners' rights to equipment leased or
conditionally sold unaffected.

In addition to the provisions of section 29 of this
title for the staying of pending suits against the
debtor, the judge may enjoin or stay the commence-
ment or continuation of suits against the debtor
untii after final decree; and may, upon notice and
for cause shown, enjoin or stay the commencement
or continuance of any judicial proceeding to enforce
any len upon the estate until after final decree:
Provided, That suits or claims for damages caused
by the operation of trains, busses, or other means
of transportation may be flled and prosecuted to
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judgment in any court of competent jurisdiction and
any order staying the prosecution of any such cause
of action or appeal shall be vacated. Proceedings
under this section prior to its amendment by Act
of August 27, 1935, or under this section as amended
by such Act, shall not be grounds for the removal of
any cause of action to the United States District
Court which was not removable before March 3, 1933
and any order removing any cause of action or en-
joining the prosecution of any such cause of action
in any court is null and vold and any cause of action
heretofore removed from a State court on account
of this section prior to its amendment by Act of
August 27, 1935, shall be remanded to the court
from which it was removed. The titie of any owner,
whether as trustee or othcrwise, to rolling-stock
equipment leased or conditionally soid to the debtor,
and any right of such owner to take possession of
such property in compilance with the provisions of
any such lease or conditional sale contract, shall not
be affected by the provisions of this section.

(k) Certified copy of order confirming plan or direct-

ing conveyance of property as evidence,

A certified copy of the final order confirming na
plan of reorganization, or of any other order or de-
cree entered in a procreding under this section, shall
be evidence of the jurisdiction of the court, the regu-
larity of the proceedings, and the fact that the order
or decree was made. A certified copy of an order
directing the transfer and conveyance of the prop-
erty dealt with by the plan as provided in subdivi-
sion (f) of this section, or as specified in an order
dismissing the proceedings as provided in subdivision
(1) of this section, shall be evidence of the transfer
and conveyance of title accordingly, and if recorded
shall impart the same notice that a deed, if recorded,
would impart.

() Jurisdiction of court, duties of debtor and rights
of creditors same as in voluntary bankruptcy.

In proceedings under this section and consistent
with the provisions thereof, the jurisdiction and pow-
ers of the court, the duties of the debtor and the
rights and liabilities of creditors, and of all persons
with respect to the debtor and its property, shall be
the same as if a voluntary petition for adjudieation
had been filed and a decree of adjudication had becn
entered on the day when the debtor's petition was
filed.

(m) “Railroad corporation” and “person” defined.

The term “railroad corporation” as used in this
section means any common carrier by railroad en-
gaged in the transportation of persons or property in
interstate commerce, except a street, a suburban, or
interurban electric railway which {s not operated as
a part of a general railroad system of transportation
or which does not derive more than 50 per centum
of its operating revenues from the transportation of
frelght in standard steam rallroad frcight equipment,
Wherever used in this section the term “person”
shall include an individual, corporation, partnership,
association, joint-stock company, unincorporated or-
ganization, or a government or political subdivision
thereof,
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(n) Claims of employees for personal injuries and
claims of suretics as preferred claims; change in
wages or working conditions regulated; moving
shops, ete., regulated.

In proceedings under this seetion, and in equity
receiverships of raliroad corporations now or here-
after pending in any court of the United States,
elaims for personal injuries to employees of a rail-
road corporation, claims of personal representatives
of deceased employees of a railroad corporation,
arising under State or Federal laws, and claims now
or hereafter payabie by sureties upon superscdeas,
appeal, attachment, or garnishment bonds, executed
by sureties without security, for and in any action
brought against such rallroad corporation or trustees
appointed pursuant to this section, shall be preferred
and pald out of the assets of such railroad corpora-
tion as operating expenses of sueh raiflroad. No
judge or trustee acting under this title shall change
the wages or working conditions of railroad em-
ployees except in the manner prescribed in the
Railway Labor Act, as amended June 21, 1934, or
as it may be hereafter amended. No reorganiza-
tions effected under this title and no order of the
court or Comnmission in connection therewith shall
relieve any carrier fromn the obligation of any final
judgment of any Federal or State court rendered
prior to January 1, 1929, against such carrier or
against one of its predecessors in title, requiring the
maintenance of offices, shops, and roundhouses at
any place, where suehh judgment was rendered on
account of the making of a valid contract or con-
tracts by such carrler or one of its predecessors in
title.

(o) Abandonment or sale of lines or property.

The trustec or trustees, from time to time, shali
determine what lines or portions of lines of railroad
and what other property of the debtor, {f any, should
be abandoned or sold during the pendency of the
proceedings in the interest of the debtor's estate
and of ultnnate reorganization but without unduly
or adverseiy affecting the public interest, and shall
present to the judge petitions, in which other par-
ties in interest may join, for authority to abandon
or to sell any sueh property; and upon order of the
judee made after a hearing pursuant to such reason-
able notice by publicatlon or otherwise as the judge
may direct to parties In interest, authorizing any
such abandonment or sale, but on]y with the ap-
proval and authorization of the Commission when
required by the Interstate Commerce Act, as
amended February 28, 1920, or as it may be here-
after amended, the trustee or trustees shall take all
steps and carry out all proceedings necessary for
the consummatlon of any such abandonment or
sale in accordance with the order of the judge.
Any such order of the judge shall be a final order
for the purposes of appeal. The judge may order
and decree any sale of property, whether or not
incident to an abandonment, under this subdivi-
sion at public or prlvate sale and subject to or free
from liens. The proceeds derived from any such
sales shall be received by the trustee or trustees
subject, in case the property was sold free from
len, to any liens thereon at the time of sale, and
shall be applied or disposed of in such manner
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as the judge by furthier order shall direct. The ex-
pense of such sale shall be borne in such manner as
the judge may determine to be equituble. The judge
may order the trustee or trustees of the debtor to
deposit such proceeds with any mortgage trustee en-
titled thereto, to be applied in payment of ali or part
of such mortgage.

(p) Solicitation of proxies or authorizations,

It shall be unlawful for any person, during the
pendency of proceedings under this section or of re-
ceivership prcceedings against a railroad corporation
in any State or Federal court, (a) to solicit, or per-
mit the use of his name to solicit, from any creditor
or shareholder of any railroad corporation by or
against whom such proceedings have been instituted,
any proxy or authorization to represent any such
creditor or shareholder in such proceedings or in any
matters relating to such proceedings, or to vote
on his behalf for or against, or to consent to or reject,
any plan of reorganization proposed in connection
with such proceedings; or (b) to use, employ, or act
under or pursuant to any such proxy or authorization
from any such ereditor or shareholder which has
been solicited or obtained prior to the institution of
such proceedings; or (c¢) to solieit the deposit by any
such creditor, or shareholder, of his claim against
or interest in such rallroad corporation, or any in-
strument evidencing the same, under any agreement,
authorizing anyone other than such depositor to rep-
resent such depositor in such proceedings or in any
matters relating to such proceedings, including any
matters relating to the deposited security or clafm;
or to vote such claim or interest or to consent to or
veject any such plan of reorganization; or (d) to
use, employ, or act under or pursuant to any such
agreement with such depositor which has been solic-
ited or obtained prior to the institution of such pro-
ceedings; unless and until, upon proper application
by any person proposing to make such solicitation or
to use, employ, or act under or pursuant to such
proxies, authorizations, or deposit agreements, and
after consideration of the terms and conditions (in-
cluding provisions governing the compensation and
expenses to be received by the applicant, its ugents
and attorneys, for their services) upun which it is
proposed to make such solicitation or to use, employ,
or act under or pursuant to such proxies, authcriza-
tions, or deposit agreements, the Commission after
hearing by order authorizes such solicitation, use,
employment, or action: Provided, howecver, That
nothing contained in this section shall be applicable
to or construed to prohibit any person, when not part
of an organized eilert, from acting in his own inter-
est, and not for the interest of any other, through a
representative or otherwise, or from authorizing a
representative to act for him in any of the foregoing
matters, or to prohibit groups of not more than
twenty-five bona fide holders of securities or claims
or groups of mutual institutions from acting together
for their own interests and not for others through
representatives or otherwise or from authorizing rep-
resentatives of such groups to act for them in respect
to any of the foregoing matters. The Commission
shall make sueh order only if it finds that the terms
and conditions upon which such solicitation, use,
employment or action is proposed are reasonable,
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fair, and in the public interest, and conform to such
rules and regulations as the Commission may pro-
vide. The Commission shall have the power to make
such rules and regulations respecting such solicita-
tion, use, employment, or action and with respect
to the terms and the provisions of sueh proxies, au-
thorizations, and deposit agreements, and with re-
spect to such other matters in connection with the
administration of this subdivision as it deems neces-
sary or desirable to promote the public interest, and
to Insure proper practices in the representation of
creditors and stockholders through the use of such
proxies, authorizations, or deposit agreements and in
the solicitation thereof. It shall be unlawful for any
person to solicit any such proxy, authorization, or the
deposit of any such claim or interest or to use, em-
ploy, or act under or pursuant to any such proxy,
authorization, or deposit agreement which has been
solicited or obtained prior to the institution of such
proceedings {n violation of the rules and regulations
so prescribed.

Every application for authority shall be made in
such form and contain such matters as the Commis-
sion may prescribe. Every such application shall be
made under oath, signed by, or on behalf of, the ap-
plicant by a duly authorized agent having knowledge
of the matters therein set forth. The Commlission
may modify any order authorizing such solicltation,
use, employment, or action by a supplemental order,
but no such modification shall invalidate action pre-
viously taken, or rights or obligations which have
previously arisen, in conformity with the Commis-
sion’s prior order or orders authorizing such solicita-
tion, use, employment, or action.

The Commission may, in its discretion, make such
investigations as it deems necessary to determine
whether any person has violated or is about to vio-
late any provision of this subdivision or any rule
or regulation thereunder, and may require or permit
any person to file with it a statement in writing,
under oath, or otherwise as the Commission shall
determine, as to ail the facts and circumstances con-
cerning the matter to be investigated. The Com-
mission is authorized, in its discretion, to publish in-
formation concerning any such violations, and to
investigate any such facts, conditions, practices, or
matters as it may deem necessary or proper to aid
in the enforcement of the provisions of this subdi-
vision, in the prescribing of rules and regulations
thereunder, or in securing Information to serve as
a basis for recommending- further legislation con-
cerning the matters to which this subdivision relates.

Any person who willfully violates any provision of
this subdivision, or any rule or regulatlon made
thereunder the violation of which is made unlawful,
or any person who willfully and knowingly makes, or
causes to be made, any statement in any application,
report, or document required to be flled hereunder
or under any rule or regulation authorized hereby,
which statement s false or misleading with respect
to any material fact, shall be guilty of a misde-
meanor, and on conviction in any United States
court having jurisdiction, shall be punished Ly a fine
of not less than $1,000 nor more than $10,000 or by
imprisonment for not less than one year nor more
than three years, or by both such fine and imprison-
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ment, in the discretion of the court; but no person
shall be subject to imprisonment under this section
for the violation of any rwle or regulation if he proves
that he had no knowledge of such rule or regulation.

The provisions of this subdivision shali not be
applicable to any person or committee which has
begun to solicit, obtain, or use proxies, authorizations,
or deposit agrecments prior to August 27, 1935, in
connection with proceedings under this section as in
force prior to such date or receivership proceedings
against a railroad then pending in any State or Fed-
eral court, unless stich person or committee makes
application to the Commission and receives authority
to act as in this subdivision provided, in which event
the provisions of this subdivision shall be appli-
cable to such person or committee, but such authori-
zation shall not be upon terms which shall invali-
date any action theretofore taken, or any rights or
obligations which have theretofore arisen: Provided,
That with respect to committees which are not sub-
ject to this subdivision the judge shall scrutinize
and may disregard any limitations or provisions of
any deposit agreements, committee, or other authori-
zations affecting any creditor or stockholder acting
under this section and may enforce an accounting
thereunder or restrain the exercise of any power
wiilch he finds to be unfair or not consistent with
public policy, including the collection of unreason-
able amounts for compensation and cvpenses.

(q) Application of law granting powers to Commis-
sion,

The provisions of section 12 of Title 49 shall be
applicable to enable the Commission to perform its
duties under this section and the provisions of such
section shall apply to the debtor, any subsidiary or
affillated company, or any other person as herein
defined.

(r) Separability clause.

If any provision of this section, or the application
thereof to any person or circumstances, is held in-
valid, the remainder of this section, or application of
such provision to othier persons or circumstances,
shall not be affected thereby.

(s) Pending proceedings as governed by amendment
of section,

Proceedings pending under this section on August
27, 1935, shall continue under, and be governed by,
the provisions of this section as amended by Act of
August 27, 1935: Provided, That the amendment of
this section by Act of August 27, 1935, shall not inval-
idate any action taken before August 27, 1935, pur-
suant to this section as it existed prior to such date.
(July 1, 1898, ch. 541, § 77, as added Mar, 3, 1933, ch.
204, § 1, 47 Stat. 1474, and amended Aug. 27, 1935, ch.
774, 49 Stat. 911; June 26, 1936, ch. 833, 49 Stat. 1969;
Aug. 11, 1939, ch. 689, 53 Stat, 1406; June 25, 1948,
ch. 646, § 32 (), (b), 62 Stat. 991; May 24, 1949, ch.
139, § 127, 63 Stat. 107; Oct. 24, 1951, ch, 543, § 1,
65 Stat, 606; July 11, 1958, Pub, L. 85-515, 72 Stat.
357; Aug. 28, 1958, Pub. L. 85-824, 72 Stat. 984; Sept.
25, 1962, Pub, L. 87-681, § 11, 76 Stat. 572.)

REFERENCES IN TEXT
Interstate Commerce Act, referred to in subds. (¢) (2),
(8), (1), and (o), is classified to chapters 1, 8, 123, 13,
and 19 of Title 49, Transportation.
Rallway Labor Act, referred to in subd. (n), is classi-
fled to chapter 8 of Title 45, Rallroads.
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CODIFICATION

Reforences to the United States District Court for the
District of Columbla and to the United States Court of
Alaska, formerly set out In the definitlon of *“Federal
court” in subsec, (1), have been omitted since both such
courts now are Included within “district courts of the
Unlted States” as set out in subsec. (1). Seo section 132 of
Titlo 28, Judiciary and Judiclal Procedure.

AMINDMENTS

1962—Subd. (a) Pub. L. 87-681 Increased from 8100
to 8150 the filing fee to be pald the clerk, eliminated
after $100 the clause “which shall be In addition to the
fees required to be collected by tho clerk under other
provisions of this title” and substituted “United States
district court”, "a court of the Unlted States”, “United
States court” and ‘‘courts of appeal" for “Federal district
court”, “Federal court”, “Federal court” and ‘clrcuit
courts of appeal”, respectively.

1068—Subd. (c) (2). Pub. L. 85-824 Inserted pro-
vision making trustee operating business of debtor, with
respect to safety, location of tracks, and terninal faciii-
ties, subject to lawful orders of State regulatory bodies
to same extent as would debtor If petition had not been
flled.

Subd. (¢) (6). Pub. L. 85-615 required lessee to con-
tinue operation on or for the account of the lessor untif
such operation is otherwise terminated, and to provide
that during such operation the lessor shall be deemed a
carrier and entitled to receive just, reasonable, and equit-
able divisions of rates, fares, or charges.

1951—Subd. (c) (3). Act Oct. 24, 1051, permitted the
financing of safety equipment by a rallroad by di-
recting that certificates Issued for such purpose may be
given priority over existing obligatlons, receivership
charges, and past or future state or locai taxes, and also
shall be entitled to such parlty with costs of administra-
tion and operation as the judge finds equitable,

1039—Subd. (n) amended by act Aug. 11, 1930,

1936—-8ubd. (e) amended by act June 26, 1036.

CHANGE OF NAME

Section 32 (a) of act June 25, 1048, cff. Sept. 1, 1048,
as amended by act May 24, 1840, substituted “court of
appeals” for “circuit court of appeals',.

Section 323 (b) of act June 25, 19048, as amended by act
May 24, 1049, substituted "United States District Court for
the District of Columbia" in l{eu of “Supreme Court of the
District of Columbia’,

EFFECTIVE DATE OF 1051 AMENDMENT

Section 3 of act Oct. 24, 1061, provided that: “This Act
[amendment of subd. (¢) (3) of this section] shall take
effect immedlately upon the date of its approval and
shall apply to any authorization given by the judge, re-
gardless of whether such anthorizatlon shall have been
given before or shall be glven after such date. Nelther
the enactment of thls Act [amendment of subd. (¢) (3)
of this section] nor anything hereln contained shall be
construed as Implying that, prior to the date of approval
of this Act [Oct. 24, 1851], the judge was not vested
with the power which is expressly granted to him by
this Act (amendment of subd. (c) (3) of this section].”

REPEALS

Insofar as subd. (h) of this section related exclu-
sively to Internal Revente 1t was repealed and incorporated
as sectlon 1808 (e) of Title 26, Internal Revenue Code.
Section 1808 (v) was repenled by sectlon 7851 of Title
26, I. R. C. 1964, and 1s now covered by section 4383 of
such Title 26.

CLAIMS OF UNTTED STATES

By Executlve Order No. 7268, promulgated January 4,
1036, the Secretary of the Treasury was designated and
authorlzed to act In respect of the interest or claims, with-
in the purview of subd. (e) of this section, as amended,
of the United States, or any agency thereof, or any
corporation (other than the Reconstruction Finance
Corporation) the majority of the stock of which 1s owned
by the United States,

ABOLITION OF RECONSTRUCTION FINANCE CORPORATION

Bection 6 (a) of 1857 Reorg. Plan No. 1, eff. June 30,
1967, 22 F. R. 4633, 71 Stat. 647, set out as a note under
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section 601 of Title 15, Commerce and Trade, abolished
the Reconstruction Finance Corporation.
CROSS REFERENCES
Delivery and accounting for property, sece section 11
(a) (21) of this title.
Rallroads, exception from becoming bankrupts, sce
section 22 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This sectdon 18 referred to in sections 107, 205a, 208, 506
of this title; title 26 sections 108, 303, 354, 371, 373, 374,
4382,

§ 205a. Same; remuval to district court.

Proceedings under section 205 of this title shall not
be grounds for the removal of any cause of action to
the United States district court which was not remov-
able before the passage and approval of said section,
and any causc of action removed prior to June 7,
1934, from a State court on account of said section
shall be remanded to the court from which it was
removed, and such order of removal vacated. (June
7, 1934, ch. 424, § 7, 48 Stat. 924.)

CODIFICATION

Sectlon was not enacted as a part of the Bankruptcy
Act which comprises this title.

CROSS REFERENCES

Later provisions concerning removal of causes, sce
subd. (J) of section 205 of this title.

§ 206. Additional jurisdiction.
CODIFICATION

This sectlon, act July 1, 1898, ch. 541, § 7T7A, as added by
act June 7, 1934, ch. 424, § 1, 48 Stat. 912, and sectlons 30.
31, 201, 202, and 207 of this title, were amended and in-
corporated as chapters 10, 11, 13, 13, and 14 of this title
by act June 22, 1938, ch. 5§75, § 1, 52 Stat. 840, otherwise
known as the Chandler Act.

Effectlve date and construction of act June 22, 1938, see
note under section 1 of this title.

SAVINGS CLAUSE

Continuance of this section in force with respect to
certain procecdings, see section 676 of this title.

§ 207. Corporate reorganization.
CODIFICATION

This sectlon, act July 1, 1898, ch, 641, § 77B, as added by
act June 7, 1834, ch. 424, § 1, 48 Stat, 012, and amended
by acts Aug. 20, 1035, ch, 677, 40 Stat. 664; Aug. 20, 1835,
ch, 809, 40 Stat. 065; Aug. 12, 1037, ch, 589, § 1, 60 Stat.
622, and sections 30, 31, 201, 202, and 2006 of thls title, were
amended and Incorporated as chapters 10, 11, 12, 13, and
14 of this title by act June 22, 1838, ch. 5676, § 1, 62 Stat.
B40, otherwise known as the Chandler Act.

Effective date and construction of act June 22, 1938, see
note under section 1 of this title.

DISTRIBUTION
Subject matter cf the varlous subdivisions of this sec-
tion was distributed by act June 22, 1938, as follows:

Section 207, subdivisions: Present sections

P 611, 516, 526-—532, 536,
537, 542, 643, 6544, and
662,

S 506, 507, 602, 609, 612,
616, and 661.

G e meamccmceem o 516, 517, 556, 569, 660,

561, 563, 663, 564, 571,
6586—589, 591, 506, 587,
606, 607, 636, 637, 638,
641—8643, 647, and 650,
570,
677—579, and 588,
621—624, and 667,
624,
626, 627, 628, and 664,
644, 645, 646, 657, 658,
and 659,
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Section 207, subdivislons—Con. Present sections

. S 602, 636, and 638.
leccncaccmcacnancncanan 672,
Muceanmemmmmmannennae— - 672

b « VP UP 663.
Oemmcccccmcmmmean oo, 6512. 514, and 60V

8AvINGS CLAUSE
Continuance of thls section in fcrce with respect to
certain preceedings, see sectlon 676 of this title.

§208. Petition subsequent to certification of reorgan-
ization plan.

(a) Duty of Commission to report changes, develop-
ments, etc., to court; remaud of pian to Commis-
sion; procedure of subsequent proceedings; refer-
ral of petition.

Notwithstanding any other provision of law—

(1) with respect to any plan of reorganization
or modified plan of reorganization approved by
the Interstate Commerce Commission under the
provisions of section 205 of this title, subsequent
to April 9, 1948, it shall be the duty of the Com-
mission, upon petition of any party to the pro-
ceeding filed at any time more than eighteen
months after certification by the Commission
to the court of the plan or of an order dispos-
ing of a like petition, but before any order con-
firming the plan shall have been entered, or, such
an order having been entered, if an appeal from
sald order is pending on said date in a court of
appeals or the matter is pending in the Supreme
Court on a petition to revlew any order of a
court of appeals dealing with sald order of con-
firmation or the time within which to make such
appeal or to file such petition has not expired,
to report to the court in which consideration
of such plan is then pending, any changes, facts,
or developments which have occurred since the
approval of such plan by the Commission, which
were not provided for in the plan, and which in
the opinion of the Commission make it neces-
sary or expedient for the Commission to reex-
amine or reconsider and, if necessary, to revise
such plan in order to insure that such plan, if
consummated and put into effect, shall then, in
the opinion of the Commission, be fair and equi-
table and in the public interest and compatible
with the provisions of this section and section
205 of this title. Upon the flling of any such
report by the Commission with the court, the
court shall remand the plan to the Commission
for such reexamination, reconsideration, and
possible revision;

(2) if, with respect to any plan of reorganiza-
tion or modified plan of reorganization approved
by the Commission subsequent to April 9, 1948,
the court before which such plan is then pend-
ing, for approval or confirmation, no order of
confirmation having been entered, or, such an
order having been entered, if an appeal from
sald order is pending on sald date in a court of
appeals or the matter is pending in the Supreme
Court on a petition to review any order of a
court of appeals denling with sald order of con-
firmation or the time within which to make such
appeal or to file such petition has not expired,
upon petition of any party to the proceeding and
either with or without a hearing, shall find that
changes, facts, or developments have occurred
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since the approval of such plan by the Commis-
sion which were not provided for in the plan and
which make it necessary or expedient, in the
opinion of the court, that the Commission re-
examine and reconsider and revise such plan in
order to insure that the plan consummated and
put into effect shall then, in the opinion of the
court and the Commission, be fair and equitable
and in the public interest and compatible with
the provisions of this section, and section 205 of
this title, the court shall return the plan to the
Commission for such reexamination, reconsid-
eration and possible revision;

(3) with respect to any plan of reorganization
or modified plan of reorganization which, on
April 9, 1948, is before any district court for ap-
proval or confirmation, no order of confirmation
having been entered, or, such order having been
entered, if an appeal from said order is pending
in a court of appeals or the matter is pending in
the Supreme Court on a petitlon to review any
order of a court of appeals dealing with sald order
of confirmation or the time within which to make
such an appeal or to file such petition has not
explred, it shall be the duty of the Commission,
upon petition of any party to the proceeding,
to report to such court any changes, facts, or
developments which have occurred since Decem-
ber 31, 1939, which were not provided for in the
plan and which, in the opinlon of the Commis-
sion, make it necessary or expedient for the Com-
misslon to reexamine or reconsider and, if neces-
sary, to revise such plan in order to Insure that
if consummated and put into effect, such plan
shall then, in the opinion of the Commission, be
fair and equitable and in the public interest and
compatible with the provisions of this section and
section 205 of this title. Upon the filing of any
such report by the Commission with the court, the
court shall remand the plan to the Commission
for such reexamination, reconsideration, and pos-
sible revision;

(4) in the event of the return of a plan to the
Commission pursuant to the provisions of this
subdivision, the proceedings with respect thereto
shall be governed by the provisions of subdivision
(d) of section 205 of this title;

(5) each petition flled under the provisions of
paragraph (1) or (3) of this subdivision shall be
filed with the court before which is pending
the plan which is the subject of the petition and
such petition shall be referred by the court to the
Commission. Upon the filing of such petition
with the court all further proceedings for con-
firmation of the plan shall be suspended pending
disposition of the petition by the Commission
and certification of its action thereon to the court.

(b) Supplemental report and order of Commission;
certification of modified plan; transcript of pro-
ceeding denying modification; review by court.

As to any plan so returned to the Commission by
the court, the Commission, upon further hearing at
which all parties may appear and submit evidence
as to prospective earning power and other relevant
facts, and upon consideration of all changes, facts,
and develcpments which have occurred since the
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date of approval of the plan by the Commission (or
which have occurred since December 31, 1939, in the
case of plans which on April 9, 1948, were pending
before, but had not been confirmed by, the court by
order which shall have become final), including,
without Hmitation, for such period total railway
operating revenues, operating expenses and other
charges, net earnings, the full effect of amortization
deductions on earnings of past and future years,
improvements to property, the effect of released col-
lateral through past or future pay:.aents of loans,
cash and net current assets, retirements and pur-
chases of debt, including retirements and purchases
at a discount that have been made or that can rea-
sonably be made, adjustment and reduction of inter-
est rates on outstanding debt that may be made,
shall, in a supplemental report and order, modify, or
refuse to modify, any plan which it has approved,
stating the reasons for such modification or for its
refusal to modify the plan., The Commission, if it
modifies the plan, shall certify the modified plan to
the court, together with a transcript of the pro-
ceeding before it and a copy of its report and order
approving the modified plan. Thereafter proceed-
ings upon the plan shall be governed by the pro-
visions of subdivision (e) of section 205 of this title,
and of this section. If the Commission refuses to
modify the plan, it shall transmit to the court a copy
of its report and order, together with a transcript
of the proceedings before it. Thereafter, if the court
shall find that the refusal of the Commission to
modify the plan is based on sufficient findings and is
supported by the record, the proceeding upon the
plan shali continue as if the plan had not been re-
turned to the Commission; otherwise the court shall
return the plan to the Commission for further con-
sideration. Upon such consideration, the Commis-
sion shall again certify the plan to the court with
such modifications, if any, as it may find necessary,
and thereafter further proceedings upon the plan
shall be as provided in subdivision (e) of section 205
of this title and in this section. (Apr. 9, 1948, ch.
180, § 3, 62 Stat. 167; June 25, 1948, ch. 646, § 32 (a),
62 Stat. 991; May 24, 1949, ch. 139, § 127, 63 Stat.
107
CODIFICATION

This sectlon was not enacted as a part of the Bank-

ruptcy Act which comprises this title,
CHANGE OF NAME

Act June 25, 1948, eff. Sept. 1, 1948, as amended by act
May 24, 1949, substituted ‘*‘court of appeals” for *‘circuit
court of appeals”.

SEPARABILITY CLAUSE

For separability of provisions of act Apr. 9, 1948, see
note set out under section 20b of Title 49, Transportation,

Chapter 9.—~COMPOSITION OF INDEBTEDNESS
OF LOCAL TAXING AGENCIES

Sec.

301 to 303. Unconstitutional.

401, Jurisdiction; saving clause.

402. Definitions.

403, Composition,
(a) Petition; plan of composition; creditors.
(b} Hearing.
(¢} Ancilary injunctions; preliminary stay of

other proceedings.

(d) Acceptance of plan by creditors,
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Sec.

403. Composition—Continued

(e) Fraudulent practices; confirmation of plan;
sufiiclency of findings; modifications;
appeal,

(f) PFinal decree; validity of securities delivered
under plan.

(g) Evidence of proceecdings.

(h) Laws affected.

(1) Effcct on State powers.

(J) Effect of partial completion or execution of
plan.

404. Repealed.

CHAPTER RENUMBERED

This chapter, formerly chapter 10, was renumbered
chapter 9 by act June 22, 1938, ch. 675, § 3 (a), 62 Stat. 039,
which provided that the Bankruptcy Act of 1898 as nmend-
ed by act Aug. 16, 1937, ch. 657, 50 Stat. 653, should be
“further amended by striking out the heading ‘Chapter X'
before section 81 of sald act [sec. 401 of this title] and
fnserting in lleu thercof ‘Chapter IX'.”

§8 301 to 303, Unconstitutional,
CODIFICATION

Former chapter 9 of this title, sections 301—303, as
added by act May 24, 1834, ch. 345, 48 Stat. 798, and
amended by acts Apr. 10, 1936, ch. 186, 49 Stat. 1198 and
Apr, 11, 1936, ch. 210, 40 Stat. 1203, entitied “Provisions
for the Emergency Temporary Ald of Public Debtors,”
extended the benefits of the Bankruptcy Act to political
subdivisions of state. It was declared unconstitutional
by the Supreme Court in Asiton v. Cameron County
Water Improvement Dist. No. 1, Tex. 1936, 56 S. Ct. 802,
208 U. S. 513, 80 I.. Ed. 1309, 31 Am. Bankr. Rep., N. 8., 86,

§ 401. Jurisdiction; saving clause.

This title and proceedings thereunder are found
and declared to be within the subject of bankruptcies
and, in addition to the jurisdiction otherwise exer-
cised, courts of bankruptcy shall exercise original
jurisdiction as provided in this chapter for the com-~
position of indebtedness of, or authorized by, any of
the agencies or instrumentalities hereinafter named,
payable (a) out of assessments or taxes, or both,
levied against and constituting liens upon property
in any of sald agencies or instrumentalities, or (b)
out of property acquired by foreclosure of any such
assessments or taxes or both, or (¢) out of income
derived by such agencies or instrumentalities {rom
any income-producing property, whethcr or not
secured by a lien upon such property: (1) Drainage,
drainage and levee, reclamation, water, irrigation,
or other similar districts, commonly designated as
agricultural improvement districts or focal improve-
ment districts, organized or ercated for the purpose
of constructing, improving, maintaining, and operat-
1..g eertain Improvements or projects devoted chiefiy
to the improvement of lands therein for agricultural
purposes; or (2) local improvement districts, such as
sewer, paving, sanitary, or other similar districts,
organized or created for the purposes designated by
their respective names; or (3) local improvement
districts, such as road, highway, or other similar dis-
tricts, organized or created for the purpose of grad-
ing, paving, or otherwise improving public streets,
roads, or highways; or (4) public-school districts or
pubiic-schooi authorities organized or created for
the purpose of constructing, maintaining, and oper-
ating public schools or public-school facilities; or
(5) local improvement districts, such as port, naviga-
tion, or other simiiar districts, organized or created
for the purpose of constructing, improving, main-
taining, and operating ports and port facilities:
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or (8) incorporated authorities, commissions, or
similar public agencies organized for the purpose of
construeting, maintaining, and operating revenue-
producing enterprises; or (7) any county or parish
or any city, town, viliage, borough, township, or other
municipality: Provided, however, That if any pro-
vision of this chapter, or the applieation thereof to
any such agency or distiict or ciass thereof or to any
circumstance, is held invalid, the remainder of the
chapter, or the application of such provision to any
other or different eircumstances, shali not be affected
by such holding. (July 1, 1898, ch. 541, § 81, as added
Aug. 16, 1937, ch, 657, 50 Stat. 6564, and amended June
28, 1940, ch. 438, § 1, 54 Stat. 667; July 1, 1946, ch.
532, § 1, 60 Stat. 409.)

AMENDMENTS

1946—Act July 1, 1046, made section applicable to any
type of revenue bond issued by a city, town, county, etc.,
and to “authorities”.
1940-—Act June 28, 1940, inserted any county or parish
or" in clause (7), formerly (6).
SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 402, 403 of this
title.

§ 402. Definitions.

The following terms as used in this chapter, unless
a different meaning is plainly required by the con-
text, shall be construed as fotlows:

The term ‘“petitioner” shall include any agency or
instrumentality referred to in section 401 of this title.

The term *‘security” shall include bonds, notes,
judgments, claims, and demands, liquidated or un-
Hquidated, and other evidences of indebtedness,
either secured or unsecured, and certificates of
beneficial interest in property.

The term “creditor” means the holder of a security
or securities.

Any agency of the United States holding securities
acquired pursuant to contract with any petitioner
under this chapter shall be deemed a creditor in the
amount of the full face value thereof,

The term “security affected by the plan” means a
security as to which the rights of i.s holder are pro-
posed to be adjusted or modified materially by the
consummation of a composition agreement.

The singular number includes the plural and the
masculine gender the feminine. (July 1, 1898, ch.
541, § 82, as added Aug. 18, 1937, ch. 657, 50 Stat. 654,
and amended July 1, 1946, ch, 532, § 1, 60 Stat. 409.)

AMENDMENTS

1946—Act July 1, 1946, struck out “taxing” preceding

‘agency’ In second sentence.

§403. Composition.
(a) Petition; plan of composition; creditors.

Any petitioner may file a petition hiereunder stat-
ing that the petitioner is insolvent or unable to meet
its debts as they mature and that it desires to effect
a plan for the composition of its debts. The petition
shall be filed with the court in whose territorial
jurisdiction the petitioner or the major part thereof
is located, and, in the case of any unincorporated
tax or speeial-assessment district having no officials
of its own, the petition may be filed by its governing
authority or the board or body having authority to
levy taxes or assessments to meet the obligatlons to
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be affected by the plan of composition. The petition
shall be accompanied by payment to the clerk of a
flilng fee of $100, which shall be in lieu of the fees
required to be coliected by the clerk under other
applicable chapters of this title. The petition
shall state that a plan of composition has been
prepared, is filed and submitted with the petition,
and that creditors of the petitioner owning not
less than 51 per centum in amount of the securities
affected by the plan (excluding, however, any such
securities owned, held, or controlled by the pcti-
tioner) have accepted it in writing. There shail be
filed with the petition a list of all known creditors of
the petitioner, together with their addresses so far
as known to petitioner, and description of their re-
spective securities showing separately those who
have aecepted the plan of eomposition, together with
their separate addresses, the contents of which list
shall not constitute admissions by the petitioner in
a proceeding under this chapter or otherwise. Upon
the filing of such a petition the judge shall enter an
order either approving it as properly filed under this
chapter, if satisfied that such petition complies with
this chapter and has been filed in good faith, or
dismissing it, if not so satisfied.

Whenever the petition seeks to effect a plan for the
composition of obligations represented by securities,
or evidences in any form of rights to payment, issued
by the petitioner to defray the cost of local improve-
ments and which are payabie solely out of the pro-
ceeds of special assesrments or special taxes levied
by the petitioner, or issued by the petitioner to
finance one or more revenue-producing enterprises
payable solely out of the revenues of such enterprise
or enterprises, it shall be sufficient if the petitioner
aver that the property liable for, or the revenues
pledged to the payment of such securities, principal,
and interest is not of sufficient value, or that the
revenues of the enterprise or enterprises are inade-
quate to pay same, and that the accrued interest on
such securities is past due and in default; and the
list of creditors to be filed with such petition need
contain only the known claimants of rights based on
those securities evidencing the obligations sought to
be composed under this chapter, and such list shall
inelude separately the names and addresses of those
creditors who have accepted the plan of composition.
If the plan of composition sought to be effected re-
quires a revision of assessments so that the propor-
tion of special assessments or special taxes to be
assessed against some of the lands will be different
from the proportion in effect at the time the peti-
tion is filed, a list of the record owners or holders of
title, legal or equitable, to any real estate adversely
affected in the proceeding shall also be filed with the
petition, and such record owners or holders of title
shall be notified in the manner provided in this sec-
tion for creditors and be entitled to hearing by the
court upon reasonable application therefor.

The “plan of composition”, within the meaning
of this chapter, may include provisions modifying or
altering the rights of creditors generally, or of any
class of them, secured or unsecured, either through
issuance of new securities of any character, or other-
wise, and may contain such other provisions and
agreements not inconsistent with this chapter as the
parties may desire.
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No creditor shall be deemed to be affected by any
plan of composition unless the same shall affect his
interest materially, and in case any controversy shall
arise as to whether any creditor or class of creditors
shall or shall not be affected, the issue shall be deter-
mined by the judge, after hearing, upon notice to
the parties interested.

For all purposes of this chapter any creditor may
act in person or by an attorney or a duly authorized
agent or committee. Where any committee, organi-
zation, group, or individual shall assume to act for or
on behalf of creditors, such committee, organization,
group, or individual shall first file with the court in
which the proceeding is pending a list of the credi-
tors represented by such committee, organization,
group, or individual, giving the name and address of
each such creditor, together with a statement of the
amount, class, and character of the security held by
him, and attach thereto copies of the instrument or
instruments in writing signed by the owners of the
bonds showing their authority, and shall file with
the list a copy of the contract or agreement entered
into between such committee, organization, group,
or individual and the creditors represented by it or
them, which contract shall disciose ali compensation
to be received, directly or indirectly, by such com-
mittee, organization, group, or individual, which
agreed compensation shall be subject to modification
and approval by the court,

(b) Hearing.

Upon approving the petition as properly fiied, or
at any time thereafter, the judge shall enter an
order fixing a time and place for a hearing on the
petition, which shall be held within ninety days from
the date of sald order, and shall provide in the order
that notice shali be given to creditors of the flling of
the petition and its approval as being properly filed,
and of the time and place for the hearing. The
judge shall prescribe the form of the notice, which
shall specify the manner in which claims and inter-
ests of creditors shall be filed or evidenced, on or
before the date fixed for the hearing. The notice
shall be published at least once a week for three
successive weeks in at least one newspaper of general
circulation published within the jurisdiction of the
court, and in such other paper or papers having a
general circulation among bond dealers and bond-
holders as may be designated by the court, and the
judge may require that it may be published in such
other publication as he may deem proper. The judge
shall require that a copy of the notice be mailed,
postage prepaid, to each creditor of the petitioner
named in the petition at the address of such creditor
given in the petition, or, if no address is given in the
petition for any creditor and the address of such
creditor cannot with reasonable diligence be ascer-
tained, then a copy of the notice shall be mailed,
postage prepald, to such creditor addressed to him
as the judge may prescribe. All expense of giving
notice as herein provided shall be paid by the peti-
tioner. The notice shall be first published, and the
mailing of copies thereof shali be completed, at least
sixty days before the date fixed for the hearing.

At any time not less than ten days prior to the
time fixed for the hearing, any creditor of the peti-
tioner affected by the plan may file an answer to the
petition controverting any of the material allegations
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therein and setting up any objection he may have
to the plan of composition. The judge may con-
tinue the hearing from time to time if the percentage
of creditors required herein for the confirmation of
the plan shall not have accepted the plan in writing,
or if for any reason satisfactory to the judge the
hearing is not completed on the date fixed therefor.
At the hearing, or a continuance thereof, the judge
shall decide the issues presented and unless the ma-
terial allegations of the petition are sustained shall
dismiss the proceeding. If, however, the material
allegations of the petition are sustained, the judge
shall classify the creditors according to the nature
of their respective claims and interest: Provided,
however, That the holders of all claims, regardless
of the manner in which they are evidenced, which
are payable without preference out of funds derived
from the same source or sources shall be of one class.
The holders of claims for the payment of which spe-
cific property or revenues are pledged, or which are
otherwise given preference as provided by law, shall
accordingly constitute a separate class or classes of
creditors.

At the hearing or a continuance thereof the judge
may refer any special issues of fact to a referee in
bankruptcy or a special master for consideration,
the taking of testimony, and a report upon such
special issues of fact, if the judge finds that the con-
dition of his docket is such that he eannot take such
testimony without unduly delaying the dispatch of
other business pending in his court, and if it appears
that such special issues are necessary to the deter-
mination of the case. Only under special circum-
stances shall references be made to a special master
who is not a referee in bankruptecy. A general ref-
erence of the case to a master shall not be made, but
the reference, {f any, shall be only in the form of
requests for findings of s;ecific facts.

The court may allow reasonable compensation for
the services performed by such referee in bankruptcy
or special master, and the actual and necessary ex-
penses incurred in connection wich the proceeding,
including compensation for services rendered and
expenses incurred in obtaining the deposit of securi-
ties and the preparation of the plan, whether such
work may have been done by the petitioner or by
committees or other representatives of creditors, and
may allow reasonable compensation for the attor-
neys or agents of any of the foregoing: Provided,
however, That no fees, compensation, reimburse-
ment, or other allowances for attorneys, agents, com-
mittees, or other representatives of creditors shaii be
assessed against the petitioner or paid from any rev-
enues, property, or funds of the petitioner except in
the manner and in such sums, if any, as may be pro-
vided for in the plan of composition. An appeal may
be taken from any order making such determination
or award to the United States court of appeals
for the circuit in which the proceeding under this
chapter is pending, independently of other appeals
which may be taker in the proceeding, and such
appeal shali be heard summarily.

Such compensation of referees in bankruptecy and
special masters shall not be governed by section 68
of this title.

On thirty days’ notice by any creditor to peti-
tioner, the judge, if he finds that the proceeding has
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not been prosecuted with reasonable diligence, or

that it is unlikely that the plan will be accepted by

said proportion of creditors, may dismiss the pro-

ceeding,

(¢) Ancillary injunctions; preliminary stay of other
proceedings.

Upon entry of the order fixing the time for the
hearing, or at any time thereafter, the judge may
upon notice enjoin or stay, pending the determina-
tion of the matter, the commencement or continu-
ation of suits against the petitioner, or any officer or
inhabitant thereof, on account of the securities
affected by the plan, or to enforce any lien or to
enforce the levy of taxes or assessments foir the pay-
ment of obligations under any such securities, or
any suit or process to levy upon or enforce against
any property acquired by the petitioner through
foreclosure of any such tax lien or special assessment
lfen, except where rights have become vested, and
may enter an interlocutory decree providing that the
plan shall be temporarily operative with respect to
all securities affcated thereby and that the payment
of the principal or interest, or both, of such securi-
ties shall be temporarily postponed or extended or
otherwise readjusted in the same manner and upon
the same terms as If such plan had been finally
confirmed and put into effect, and upon the entry
of such decree the principal or interest, or both, of
such securities which have utherwise become due,
or which would otherwis~ become due, shall not be or
become due or payable, and the payment of all such
securities shall be postponed during the period in
which such decree shall remain ir. force, but shall
not, by any order or derree, in the proceedlng or
otherwise, interfere with (a) any of the political
or governmental powers of the petitioner; or (b)
any of the property or revenues of the petitioner
necessary for essential governmental purpoces; or
(¢) any income-producing property, unless txic plan
of composition so provides.

Any agency or instrumentality referred to in sec-
tion 4J1 of this title may file a petition for a prelimi-
nary stay with the court referred to in subdivision
(a) of this scctlon stating (a) that the petitioner is
insolvent or unable to mect its debts as they rature-
(b) that it desires to effect a plan for the composi-
tion of its debts, a copy of which is flled and submit-
ted with the petition; (c) that & creditor of the
petitioner holding a security affected by the plan
or a person claiming to be such a credltor (naming
him and giving his address and the name and
address of his attorney of record, if any), is attempt-
ing or threatening to obtain payment of said secu-
rity in preference to other creditors by means of the
commencement or continuation of a sult or process of
the class hereinbefore in this subdivision described;
(d) that efforts are being made in good faith to the
end that creditors of the petitioner owning not less
than 51 per centum in amount of the securities af-
fected by the plan (excltaing, however, any such
securities owned, held, or controlled by the peti-
tioner) shall accept ‘t in writing; (e) that there
is a reasonable prospect of such acceptance within
a reasonable tlme; (f) that upon such acceptance
the petitioner intends to file a petition under subdivi-
sion (a) of this section; and (g) that the petitioner
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prays that the judge will upon notice enjoin or stay
the commencerment or continuation of sald suit or
process. A singie petition may s. :k tl.e prellminary
stay of several suits or processes brought or threat-
ened by the same or different creditors or pers-~-
claiming to be creditors. The petition shali be
companird by the filing fee required in subdivision
(a) of this sectlon, unless such fee shall have been
paid upon the filing of an earlier petition for a pre-
liminary stay involving the same pian, and no fur-
ther fee shall be required upon the subsequent flling
of a petition under subdivision (a) of this section.
Upon such petition the judge shall fix a time and
place for hearing and direct that notice thereof shall
be given in such manner as he shall prescribe to said
creditor or person claiming to be a creditor and to
any other person deemed by him to be interested.
After such hearings, and upon being satisfied of the
truth of the allegations of {ne petition, the judge
may, in his discretion, e cept where rights have be-
come vested. enjoin or st .y the commencement and
continuation of s-id suit or process until a date
fixed by him in his order not exceeding sixty days
from the date of entry thereof. The judge shall re-
tain jurlsdiction to vacate se¢id injunction or stay,
or to extend the period thereof for one additional
period of not exceeding slxty days, upon good cause
shown.

(d) Acceptance of plan by erecilors,

The plan of composition shall not be confirmed
until it has been accepted in writing, by or on behalf
of creditors holding at least two-thirds of the ag-
‘vregate amount of claims of all classes affected by
such plan and which have been admitted by the pe-
titioner or elWowed by the judge, but excluding
claims owned, held, or controlled by the petitioner:
Provided, however, That it shall not be rem.site to
the confirmation of the plan that there .e such
acceptance by any creditor or class of creditors (a)
whose claims are not affected by the plan; or (b)
if the plan makes provislon for the payment of their
claims in cash in full; or (¢) if provision is mnude
in the plan for the protection of the interests, claims,
or lien of such creditors or ciass of creditors.

(e) Fraudulent practices; confirmation of plan; suffi-
ciency of findings; modifications; appeal.

Before concluding the nearing, the judge shall
carefully examine all of the contracts, proposals,
acceptances, deposit agreements, and all other pa-
pers relating to the plan, specifically for the pur-
pose of ascertaining ‘f the fiscal agent, sttorney, or
other person, firm, or corporation promoting the
composition, or doing anything of such a nat'wre, has
been or is to be compensated, directly or indlrectly,
by both the petitioner and tha creditors thereof, or
any of such creditors—either by fee, commission, or
other similar payn.ent, or by transfer or exchange of
bonds or other evidence of indebtedness whereby a
profit could accrue—and shall take evidence under
cath to make certain whether or not any such prac-
tice obtains or might obtain,

A%ier such examination the judge shall make an
ad,udication of this issue, as a separate part of his
interiocutory decree, and if it be found that ahy such
practice exists, he shall forthwith dismiss the p o-
ceeding and tax all of the costs against such flscal
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agent, attorney, or other person, firm, or corpora-
tion promoting the composition, or doing anything of
such a nature, or against the petitioner, unless such
plan be modified within the time to be allowed by the
judge so as to eliminate the possibility of any such
practice, in which event the judge may proceed to
further conslderation of the confirmation of the plan,
If it be found that no such practice exists, then the
Judge may proceed to further consideration of the
confirmation of the plan.

At the conclusion of the hearing, the judge shall
make written findings of fact and his corclusions of
law tinereon, and shall enter an interlocutory decree
confirming the plan i{f he finds and is satisfled that
(1) it is fafr, equitable, and for the best interests of
the creditors and does not discriminate unfairly in
favor of any creditor or class of creditors; (2) com-
plies with the provisions of this chapter; (3) has
been accepted and approved as required by the pro-
visions of subdivision (d) of this section; (4) all
amounts to be paid by the petitioner for services o1
expenses incident to the composivion have been fully
disclosed and are reasonable; (5) the offer of the
plan and its acceptance are in good faith; and (6)
the petitioner is authorized by law to take all action
necessary to be take. by it to carry out the plan. If
not so satisfled, the judge shall enter an order dis-
missing the proceerding. No case shall be reversed
or remanded for want of specific or detailed indings
unless it is found that the evidence is insufficient to
support one or more of the general findings required
in this section.

Before a plan is confirmed, changes and modifica-
tions may be made therein with the approval of the
judge after hearing upon such nctice to creditors as
the judge may direct. subject to the right of any
creditor who shall previously have accepted the plan
to withdraw his acceptance, within a period to be
fixed by the judge and after such notice as the
judge may direct, if, in the opinion of the judge,
the change or modification will be naterially ad-
verse to the interest of such creditor, and if an:
creditor having such right of withdrawal shall not
withdraw within such period, he shall be deemed to
have accepted the plan as changed or modified:
Provided, however, That the plan as changed or
modified shall comply with all the provisions of this
chapter and shall have been accepted in writing by
the petitioner. Either party may appeal from the
interlocutory deeree as in equity cases. In case said
interlocutory decree shall prscribe a time within
which any action is to be taker, the running of such
time shall be suspended in case of an appeal until
final determination thercof. In case said decree is
affirmed, the judge may grant such time as he may
deem proper for the taking of such action.

(f Fi'nul decree; validity of securities delivered under
plan,

If an interlocutory decree confirming the plan is
entered as provided in subdivision (e) of this section,
the plan and salid decree of conflimation shall be-
come and be hinding upon rll c-editors affected by
the plan, if within the time prescribed in the inter-
locutory decree, or such additional time as the judge
may allow, the money, secu:ities, or other considera-
tion to be delivered to the creditors under the terms
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of the plan shall have been deposited with the court
or such disbursing agent as the court may appoint or
shall otherwise be made available for the creditors.
And thereupon the court shall enter a final decree
determining that the petitioner has made avalilable
for the creditors affected by the plan the considera-
tion provided for therein and is discharged from all
debts and labilities dealt with in the plan except as
provided therein, and that the plan is binding upon
all creditors affected by it, whether secured or unse-
cured, and whether or not their claims have been
flled or evidenced, and, if filcd or evidenced, whether
or not allowed, including creditors who have not, as
well as those who have, accepted it. If securities
are deposited by the petitioner with the court or
disbursing agent for delivery to the creditors, such
final decree shall not be entered unless the court
finds and adjudicates that said securities have
been lawfully authorized and, upon delivery, will
constitute valid obligations of the petitioner, and
that the provisions made to pay and secure payment
thereof are valid.

(g) Evidence of proceedings.

A certified copy of the final decree, or of any other
decree or order entered by the court or the judge
tiiereof, in a proceeding under this chapter, shall be
evidence of the jurisdiction of the court, the regu-
larity of the proceedings, and the fact that the de-
cree or order was made. A certified copy of an order
providing for the transfer of any property dealt with
by the plan shall be evidence of the transfer of title
accordingly, and, if recorded as conveyances are re-
corded, shall impart the same notice that a deed, if
recorded, would impart.

(h) Laws affected.

This chapter shall not be construed as to modify
ol repeal any prior existing statute relating to the
refinancing or readjustment of indebtedness of mu-
nicipalities, political subdivisions, or districts: Pro-
vided, however, That the initiation of proceedings or
the filing of a petition under section 80 of this Act
shal’ ot constitute a bar to the same agency or in-
struiuentality initiating a new proceeding under sec-
tion 401 of this title.

(i) Effect on State powers.

Nothing contained in this chapter shall be con-
strued to limit or impair the power of any State to
control, by legislation or otherwise, any municipality
or any political subdivision of or in such State in the
exercise of i{ts political or governmental powers, in-
cluding expenditures therefor: Provided, Nhowecver,
That no State law prescribing a method of composi-
tion of indebtedness of such agencies shall be binding
upon any creditor who does not consent to such com-
position, and no judgment shall be entered under
such State law which would bind a creditor to such
composition without his consent.

(i) Effect of partial completion or execution of plan,

The partial completion or execution of any plan of
composition as outlined in any petition flled under
the terms of this title by the exchange of new evi-
dences of indebtedness under the plan for evidences
of indebtedness covered by the plan, whether such
partial completion or execution of such plan of com-
position occurred before or after the filing of said
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petition, shall not be construed as limiting or pro-
hibiting the effect of this title, and the written con-

sent of the holders of any securities outstanding as”

the resuit of any such partial completion or execution
of any plan of composition shall be included as con-
senting creditors to such plan of composition in
determining the percentage of securities affected by
such plan of composition, (July 1, 1898, ch. 541, § 83,
as added Aug. 18, 1937, ch. 657, 50 Stat. 6565, and
amended June 22, 1938, ch. 575, § 3 (b), 52 Stat. 940;
Mar, 4, 1940, ch. 41, § 1, 54 Stat. 44; June 28, 1940,
ch. 438, §§ 2, 3, 54 Stat. 668, 669; July 1, 19486, ch, 532,
§ 1, 60 Stat. 409; June 25, 1948, ch. 646, § 32 (a), 62
Stat. 991; May 24, 1949, ch. 139, § 127, 63 Stat. 107.)

REFERENCES IN TEXT
Sectlon 80 of this Act, referred to in subd. (h),
was formerly classified to section 303 of this title but was
declared unconstitutional by the Supreme Court in
Ashton v, Cameron Counly Water Improvement Dist,
No. 1, Tex. 1936, 656 8. Ct. 892, 298 U. S. 513, 80 L. Ed. 1309,
31 Am. Bankr, Rep. N. 8. 96.

AMENDMENTS

1946—Subd. (a). Act Juiy 1, 1946, added a sentence to
second paragraph to clarity the procedure to be followed
in fillng a llst of the record owners and holders of title
to lands affected by a plan of compaosition.

Subd. (b). Act July 1, 1946, provided that only refer-
ences on speclal 1ssues of fact, as distinguished from gen-
eral references, may be inade to a referee in bankruptey
or a special master for the taking of testimony and a re-
port on the specific facts.

Subd. (c). Act July 1, 1946, added the last paragraph
to permit an agency or instrumentality to file an applica-
tion for a temporary stay of proceeding against it, prior
to the fillng of a petition for the composition of its
indebtedness.

Subd. (e). Act July 1, 1946, added a new sentence at
the end of the third paragraph to provide that no case
shall be reversed or remanded for want of specific or
detalled findings unless it is ascertalned that the evi-
dence is insufficlent to support one or more of the general
findings required.

Bubd. (f). Act July 1, 1946, added last sentence to
provide that the court must determine the valldity of
the new bonds which the final decree will requlre the
credltors to accept, and the valldity of the provislons for
payment of the new bonds.

Subd. (1). Act July 1, 1946, added proviso that only
under Federal law could a creditor be forced to accept a
compositlon without his consent

1940—Subd. (a). Act Mar. 4, 1940, inserted second
paragraph, Sectlon 2 of sald act provided that said
second paragraph of subd. (a) shouid be deemed to be
additlonal and cumulative and not in dimlnution of any
of the powers conferred by thils title.

Subds. (b) and (e) amended generally by sectlons 2
and 3, respectively, of act June 28, 1940.

1838—Act June 22, 1938, the Chandler Act, added subd.
(§). For effective date, constructlon, etc., of sald act
see note under section 1 of this title.

CHANGE OF NAME
Act June 25, 1948, eff, Sept. 1, 1848, as amended by act
May 24, 1949, substltuted “court of appeals” for “clrcuit
court of appeals”.
CRuss REFERENCES
Interfocutory decisions of district courts appealable
to courts of appeals, see section 1202 of Title 28,
Judiciary and Judictal Procedure,
FEDERAL RULES oF CIVIL PROCEDURE

Rule 2 provides that there shall be one form of action
to be known as “civil actlon”. BSee Title 28, Appendix,
Judiciary and Judicial Procedure,

§ 404. Repealed. July 1, 1946, ch. 532, § 2, 60 Stat. 416.

Sectlon, act July 1, 1888, ch. 541, § 84, as added Aug, 16,
1037, ch. 6567, 50 Stat. 858, and nmended June 28, 1840, ch.
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438, § 4, 64 Stat. 670; June 22, 1042, ch. 434, 66 Stav. 377,
provided for termination of jurisdiction of courts under
section 401 of this titie on June 30, 1046, except in
reapect of proceedings begun before that date,

Chapter 10.—CORPORATE REORGANIZATIONS

SUBCHAPTER 1.—CONSTRUCTION

8ec.
6501. Exciusive application of chapter.
502. Application of other provisions.

SUBCHAPTER I1.—DEFINITIONS

6506. In general.
507. Creditors affected by plan; detc mination.

SUBCHAPTER III.—JURISDICTION AND POWERS
OF COURT

511. Exclusive jurisdictlon over debtor and property.

512, Matters prior to approvs! of petition; juriadiction.
powers and dutles.

613. Same; temporary stay of actions.

614. Matters upon approval of petition; jurisdiction, pow-
ers, and duties.

516. Same; jurlsdiction as i{n Insolvency.

516. Same; additional jurisdictlon over administration ot
estate,

517. Reference to referce or special master; appointment
of recelver.

518. Repealed.

510. Extensions of time.

620. Notlces.

521. Appellate jurisdiction.

SUBCHAPTER IV.—PETITION

526. Filing petition; persons entitled.

627. Same; pending bankruptcy proceeding.

528. Same; original petition.

520, Same; subsldiary corporation.

630. Contents.

531. Same; additional contents of creditors' or indenture
trustee's pet!tion.

532. Fees for filing.

633. Bervice of copy of petition and subpena on debtor.

SUBCHAPTER V.—ANSWER

636. Debtor's answer.
537. Creditor's. Indenture trustee's,
answer.

SUBCHAPTER VI-—~APPROVAL OR DISMISSAL
OF PETITION

541. Petltion of debtor.

542. Faillure of debtor to answer;
answer.

543. Controversial answer by debtor; determlnatlon of
issues.

544. Controverslal answer by creditor, indenture trustee,
or stockholder; determination of {ssues.

545. Finality of determinatlons.

546. QGood faith of petltion.

547. Amendment of petition to comply with provisions
governing arrangements.

548. Order of approval as stay of other proceedings.

549. Final order of approval as determinstive of court'a
jurlsdiction.

or stockholder’s

non-controverslal

SUBCHAPTER VII.—PROCEEDINGS SUBSEQUENT TO
APPROVAL OF PETITION

6556. Appointment of trustees; ccntinuance of debtor in
possession.

567. Attorney for trustee,

568. Interest of persons.

659. Termination of trustee’s appointment or debtor’s
possesslon,

560. Appointment of additional trustees; removal and
substitution of trustees; hearings, time and no-
tice,

561, Hearing; time and notice.

662, Same; objections to trustee or possession of debtor.

563. Schedules; debtor continued in possession.
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Sec,

564, Same; debtor not continued in possessjon.

565. Information of third persons as to security holdera.

566. Impounding schedules, lists, coples, or information;
inspection or use,

567, Powers and dutles; trustee.

568. Same; disinterested person where debtor is in pos-
session,

569. Preparation, fillng, and hearing on plan; trustee ap-
pointed.

570. Same; debtor continued in possession.

571. Notlce and time of hearing on plan.

§72. Submission of plane to Securities and Exchange Com-

misslon for report

573. Approval of plan; order to await report of Commis-
slon.

674. Same; entry of order and fixing time for acceptance
of plan.

575. Submisslon of Informatlon to credltors and stock-
holders after approval,

§76. Soliciting acceptance of plan before order of ap-
proval.

577. Approvn! of plan for public utility.

678. Same; intrastate public utility.

§79. Acceptance of plan; hearing for confirmation.

580. Same; effect of order of approval on right to object

to confirmatlion.

SUBCHAPTER VIII.—TITLE, RIGHTS, AND POWERS OF
TRUSTEES AND DEBTORS IN POSSESSION

586. Trustce; title,

587. Same; rights, powers, and dutles.

688. Debhtor in possession; title, rights, dutles, and powers

580. Operation of businest and management of property;
reports,

500. Reports; form; contents; Inspection; distributlon.

591. Employment of officers of debtor.

SUBCHAPTER IX.—CREDITORS AND STOCKHOLDERS3

506. Filing and aliowing proofs of claims; objections to
allowances.

507. Classification of creditors and stockholders.

508. Claims by indenture trustee for all holders under
trust.

§599. United States as creditor.

600. Rights, dutles, and liabllitics of creditors, etc.

601. Provability of claims arising after petition.

602 Rejection of executery contract or unexpired lease;
assignment of future rent claim.

603. Disqualification of votes on acceptance in absence of
good faith.

604 Surrender, etc., of claims upon distribution under
plan,

605. Same; unclaimed cash and sccurities.

606. Persons entitled to hcarings.

607. Interventicn of parties; notices generally.

608. Intervention of Securities and Exchange Commis-
sion.

609. Representation In proceedings.

6i0. Same; statement by attorney.

611. Same; statement by committees, etc.. and indenture
trustees,

612. Same; regulation by court.

613. Same; establishment of compllance with laws.

SUBCHAPTER X.—PROVISIONS OF PLAN
616. Provislons of plan.
SUBCHAPTER XI.—CONFIRMATION AND CONSUMMA-
TION OF PLAN

621. Confirmation by court,
622. Alteration or modification of plan.

623. Same; acceptance by creditors and stockholders.
624, Effect of confirmation.

6826. Objections to distribution.

626. Property to be free of claims; exceptions.

627. Executlon of instruments, satlsfaction of llens, etc.
628. Final decree on consummation of plan.

629.

Acts deemed consummating plan; order declaring
consummation; substantial alteration or modifi-
cation,
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SUBCHAPTER XII.—DISMISSALS AND ADJUDICATIONS

Sec,

636. Falilure to effcetuate plan or consummation.

637. Dismissal of original petition; discharge of trustee
and closing of estate.

638. Procedure upon order direeting thet bankruptey be
proceeded with.

(n) Reinstatement of bankruptcy proceeding;
trustee; filing of separate schedule; tax
claims; provable claims; date for first
meeting of creditors; disallowance of un-
timely claims,

(b) Executory contracts; r¢jection,

(¢) Filing of claims.

(d) Disallowance of untimely claims; surplus.

SUBCHAPTER XIII —COMPENSATION AND ALLOW-
ANCES

641. Petitloning creditors; court officers; attorneys there-
for.

642. Representatives nnd other parties in interest; attor-
neys therefor.

643. Creditors and stockholders; attorneys therefor,

644. Petition filed in pending bankruptcy proceeding.

645. Same: referee In bankruptcy.

6406. Dismissal of procceding or adjudication of bhank-
ruptey.

647. Hearing of applications.

648. Dismissal of proceeding and reinstatement of bank-
ruptey; charging of allowances {n bankruptcy.

640. Statement of claims or stock acquired or transferred
after commencement of proceeding.

650 Appeals.

SUBCHAPTER XIV.—PRIOR PROCEEDINGS

Right to petitlon for reorganization during pendency
of prior proceedings

6857. Trustee or debtor in possession vested with rights ot
prior fiductary.

6568. Protection of obligations of prior fiduciary; payment
of costs and expenses.

650 Reinstatement of prior proceeding on dismissal of

reorganization; reorganization allowances nnd ob-

ligations.

650,

SUBCHAPTER XV.——GENERAL PROVISIONS

601. Suspension of statutes of limltations, ete.
6062, Pctition as act of bankruptey {f dismissed.

663. Innpplicability to National Housing Act insured
mortgage.

664. Unregistered securities; usc of mails and Interstate
commerce.

665. Securities and Exchange Commission; notices, in-
formation and assistants.
666. Secretary of Treasury; notices and Information to.
667 Taxes; exemption from stamp taxes.
668. Same; income or profit from modificatlon of Indeht-
edness
660. Same; plan to avold taxes; objection to confirmatlon,
670. Same; income tax property basis adjustment,
671. Same; assestment and payment or acceptance of
plan by taxing agency
Labor and company unions; right to organize or
Join.

672,

SUBCHAPTER XVI- WHEN CHAPTER TAKES EFFECT
876. Proceedings to which chapter applies.

FORMER CHAPTER 10

Former chapter 10 was renumbered 9 by act June 22,
1938, ch. 575, § 3 (a), 52 Stat. 830. For effcctive date, con-
structlon, etc., of sald act, sce note under section 1 of
this title,

PRIOR PROVISIONS

Prior provisions on the subject of this chapter were con-

tained in former section 207 of this title,

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sectlons 107, 788 of this
title; title 26 section 371,



§ 601

SUBCHAPTER 1.—CONSTRUCTION

§ 501, Exclusive application of chapter.

The provisions of this chapter shall apply exclu-
sively to proceedings under this chapter. (July 1
1898. ch. 541, $101 as added June 22 1938, ch. 575.
§1, 62 Stat, 883.)

EFFecTIVE DATE AND CONSTRUCTION

Eftective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

§ 50z Application of other provisions.

The provisions of chapters 1 to 7, inclusive, of this
title shall, insofar, as they are not inconsistent or in
conflict with the provisions of this chapter, apply in
proceedings under this chapter: Provided, however,
‘That section 46, subdivisions (h) and (n) of section
93, section 104, and subdivision (f) of section 110 of
this title, shall not apply in such proceedings unless
an order shall be entered directing that bankruptcy
be proceeded with pursuant to the provisions of chap-
ters1to 7, inclusive. For the purposes of such appli-
cation, provisions relating to ‘“bankrupts” shall be
deetaed to relate also to “debtors”, and “bankruptcy
proceedings” or “proceedings in bankruptey” shall
be deemed to include proceedings under this chapter.
TFor the purposes of such application the date of the
filing of the petition in bankruptcy shall be taken
to be the date of the filing of an original petition
under section 528 of this title, and the date of adju-
dication shall be taken to be the date of approval of
a petition filed under section 527 or 528 of this title
except where an adjudicaticn had previously been
entered. (July 1, 1898, ch. 541, § 102, as added June
22, 1938, ch. 575, § 1, 52 Stat. 883.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

PrIiCcR PrROVISINNS

Somewhat similar provisions were contained in former
sectior 207 (k) of this title.

SUBCHAPTER II.—DEFINITIONS

§ 506. In general.
For the purposes of this chapter, unless incon-
sistent with the context—

(1) “claims” shall include all claims of what-
ever character against a debtor or its property,
except stock, whether or not such claims are
provable under section 103 of this title and
vhether secured or unsecured, liquidated or un-
liquidated, fixed or contingent;

(2) “commissicn” shall mean any commission
or public authority created by any law of the
United States or of any State, having regulatory
jurisdiction over a public-utility corporation;

(3) “corporation’” shall mean a corporation, as
defined in this title, which could be adjudged a
bankrupt under this title, and any railroad cor-
poration excepting a railrcad corporation author-

ized to flle a petition under section 205 of this
title;
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(4) “creditor” shall mean the holder of any
claim;
(6) “debtor” shall mean a corporation by or
against which a petition has been filled under this
chapter;
(6) *“debts” shall include all claims;
(7) “executory contracts” shall include unex-
pired leases of real property;
(8) “indenture trustee” shall mean a trustee
under a mortgage, deed of trust, or indenture,
pursuant to which there are securities outstand-
ing, other than voting-trust certificates, constitut-
ing claims against a debtor or claims secured by
a llen upon any of its property:
(9) “petition” shall mean a petition filed under
this chapter by a debtor, creditors, or indenture
trustee proposing that a plan of reorganization be
effected;
(10) “plan” shall mean a plan of reorganiza-
tion proposed in a proceeding under this chapter;
(11) “securities” shall inciude notes, bonds, and
other evidences of indebtedness, either secured or
unsecured, and stock;
(12) “stock” shall include membership, shares,
and simiiar interests in a debtor, certificates and
other evidences of such membership, shares or
interests, and voting-trust certificates:
(13) *“subsidiary” shall mean a corporation sub-
stantially all of whose properties are operated
under lease or operating agreement, or the ma-
jority of whose stock having power to vote for
the election of directors, trustees, or other similar
controlling bodies is owned, directiy or indirectly,
through an intervening corporation or other
medium, by another parent corporation, a peti-
tion by or against which has been approved.
(July 1, 1898, ch. 541, § 108. as added June 22, 1938,
ch. 6§75, § 1, 52 Stat. 883.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

Pars. (1), (4) were from part of former section 207 (b)
of this title.

Par, (5) was from part of former section 207 (a) of this
title,

Par. (11) was from part of former section 207 (b) of
this titl,

CROSS REFERENCES
Cerporationg—
Capabllivy of being adjudged a bankrupt, see section
22 of thia title,
Definition of, see section 1 of this title.
SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in title 28 section 4382.

§ 507, Creditors affected by plan; determination.

Creditors or stockholders or any class thereof shail
be deemed to be “affected” by a plan only if their or
its interest shall be materially and adversely affected
thereby. In the event of controversy, the court shall
after hearing upon notice summarily determine
whether any creditor or stockholder or class is so
affected, (July 1, 1898, ch. 541, § 107, as added June
22, 1938, ch, 575, § 1, 52 Stat, 884.)
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FFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under sectlon 1 of
this title.

PRIOR PROVISIONS

This sectlon was from the second sentence of former
section 207 (b) of this title,

SUBCHAPTER III.—JURISDICTION AND
POWERS OF COURT

§ 511. Exclusive jurisdiction over debtor and property.

Where not inconsistent with the provisions of
this chapter, the court in which a petition is filed
shall, for the purposes of this chapter, have exclusive
jurisdiction of the debtor and its property, wherever
located. (July 1, 1898, ch. 541, § 111, as added June
22, 1938, ch. 575, § 1, 562 Stat. 884.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 23, 1§38,
known as the Chandler Act, see note under section 1 of
this title,

PrIOR PROVISIONS

This section was from part of former sectlon 207 (a)
of this title.
CROSS REFERENCES

Approval of petltion as conclusive determination of
Jurisdiction, see section 649 of this title,

Deltvery and accounting for property, see sectlon 11
(a) (21) of this title.

§ 512. Matters prior to approval of petition; jurisdic-
tion, powers and duties.

Prior to the approval of a petition, the jurisdiction,
powers, and duties of the court and of its officers,
where not inconsistent with the provisions of this
chapter, shall be the same as in a bankruptcy pro-
ceeding before adjudication. (July 1, 1898, ch. 541,
§ 112, as added June 22, 1938, ch. 575, § 1, 52 Stat.

884.)
EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

Prior ProvisioNs

Thls section was from former section 207 (o) of this

title,
CRoSS REFEREMCES

Jurisdiction in ordinary bankruptcy proceedings, see
sections 11 and 486 of this title.

§ 513, Same; temporary stay of actiens.

Prior to the approval of a petition, the judge may
upon cause shown grant a temporary stay, until the
petition is approved or dismissed, of a prior pending
bankruptcy, mortgage foreclosure or equity receiver-
ship proceeding and of any act or other proceeding
to enforce a lien against a debtor’s property, and
may upon cause shown enjoin or stay until the peti-
tion is approved or dismissed the commencement or
continuation of a suit against a debtor. (July 1,
1898, ch. 541, § 113, as added June 22, 1838, ch. 575,
§ 1, 52 Stat. 884.)

EFFECTIVE DATE AND CONSTRUCTION
Effectlve date and construction of act June 22, 1938,

known as the Chandler Act, see note under section 1 of

this title.
CROSS REFERENCES

Stay of actions upon approval of petition, see sections
6516 and 548 of this title.
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§ 514, Matters upon approval of petition; jurisdiction,
powers, and duties,

Upon the approval of a petition, the jurisdiction,
powers, and duties of the court and of its officers,
where not inc-nsistent with the provisions of this
chapter, shall be the same as in a bankruptcy pro-
ceeding upon adjudica:ion. (July 1, 1898, ch. 541,
§ 114, as added June 22, 1938, ch. 575, § 1, 52 Stat.
884.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR Provisions

Thls section was from former section 207 (o) of thls
title,
CROS8 REFERENCES

Approval of petition as conclusive determination of
Jurisdiction, see section 548 of this title.

§515. Same; jurisdiction as in insolvency.

Upon the approval of a petition, the court shail
have and may, in addition to the jurisdiction, powers,
and duties hereinabove and elsewhere in this chapter
conferred and imposed upon {t, exercise all the
powers, not inconsistent with the provisions of this
chapter, which a court of the United States would
have if it had appointed a receiver in equity of the
property of the debtor on the ground of insolvency
or inability to meet its debts as they mature. (July
1, 1898, ch. 541, § 115, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 884.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 23, 1938,
known as the Chandier Act, see note under sectlon 1 of
this title.

Prior PROVISIONS

This section was from part of former section 207 (a) of
this title.

§ 516. Same; additional jurisdiction over administra-
tion of estate.

Upon the approval of a petition, the judge may, in
addition to the jurisdiction, powers, and dutlcs in
this chapter conferred and imposed upon him and
the court—

(1) permit the rejection of executory contracts
of the debtor, except contracts in the public au-
thority, upon notice to the parties to such con-
tracts and to such other parties in interest as
the judge may designate;

(2) authorize a receiver, trustee, or debtor in
possession, upon such notice as the judge may
prescribe and upon cause shown, to issue certifi-
cates of indebtedness for cash, property, or other
consideration approved by the judge, upon such
terms and conditions and with such security and
priority in payment over existing obligations,
secured or unsecured, as in the particular case
may be equitable;

(3) authorize a receiver or a trustee or a debtor
in possession, upon such notice as the judge may
prescribe and upon cause shown, to lease or sell
any property of the debtor, whether real or per-
sonal, upon such terms and conditions as the
judge may approve: and

(4) in addition to the relief provided by section
29 of this title, enjoin or stay until final decree
the commencement or continuation of a suit
against the debtor or its trustee or any act or
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proceeding to enforce a lien upon the property

of the debtor.

(5) notwithstanding any other provisions of
this chapter, the title of any owner, whether as
trustee or otherwise, to aircraft, aircraft engines,
propellers, appliances, and spare parts (as any of
such are defined in the Civil Aeronautics Act of
1938, as now in effect or hereafter amended)
leased, subleased, or conditionally sold to any alr
carrier which is operating pursuant to a certifi-
cate of convenience and necessity issued by the
Civil Aeronautics Board, and any right of such
owner or of any other lessor to such air carrier to
take possession of such property in compliance
with the provisions of any such lease or condi-
tional sale contract shall not be affected by the
provisions of this chapter if the terms of such
lease or conditional sale so provide.

(6) Notwithstanding any other provislons of thls

chapter, the title of any owner, whether as trustee
or otherwise, to vessels (as the term is defined in the
Ship Mortgage Act, 1920, as now in effect or here-
after amended) leased, subleased, or conditionally
sold to any water carrier which nolds a certificate
of publlec convenlence and necessity or permit issued
by the Interstate Commerce Commission, ard any
right of such owner or of any other lessor to such
water carrier to take possession of such property
in compliance with the provisions of any such lease
or conditional sale contract shall not be affected by
the provisions of this chapter if the terms of such
lease or conditional sale so provide.
(July 1, 1898, ch, 541, § 116, as added June 22, 1938,
eh. 575, § 1, 562 Stat. 885, and amended Sept. 4, 1957,
Pub. L. 85-295, 71 Stat. 617; Oct. 17, 1968, Pub. L.
90-586, § 2, 82 Stat. 11¢49,)

REFEVYENCES IN TEXT
Clvil Aeronautics Act of 1938, referred to In par. (5),
was classified to chapter 9 of Title 49, Transportation,
and s now covered by chapter 20 of Title 49.
The Bhip Mortgage Act, 1920, referred to par, (6), is
act June 5, 1920, ch. 250, 41 Stat. 088, which 18 classifled
to section 911 et seq. of Title 46, Shipping,

AMENDMENTS

1968—Par. (6). Pub. L. 80-586 added par, (8).
1957—Par. (5). Pub. L. 85-205 added par. (5).
EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1838,
known as the Chandler Act, see note under section 1 of
this title.
PrIOR PROVISIONS
Par. (1) was from clause (5) of the first sentence
of former section 207 (c) of this title.
Par. (2) was from clause (3) of the first sentence
of former section 207 (c) of this title.
Par. (3) was from clause (31%4) of the first sentence
of former section 207 (¢) of this title.
Par., (4) was from clause (10) of the firat sentence
of former sectlon 207 (c) of this title.
CRross REFERENCES
Definition of executory contract, see section 508 of
this title.
Rejection of executory contract as breach thereof, sece
sectlon 103 of this title.
Stay of actlons—
Approval of petltlon as stay, see section 548 of this
title.
Prior to approval of petition, see section 518 of this
title,

BECTION REFERRED TO IN OTHER SBECTIONS
This section is referred to In sectlon 664 of this title.
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B 517. Reference to referee or special master; appoint-
ment of receiver,

The judge may, at any stage of & proceeding under
this chapter, refer the proceeding to a referee in
bankruptcy to hear and determine any and all mat-
ters not reserved to the judge by the provisions of
this chapter, or to a referee as special master, to hear
and report generally or upon specified matters. Only
under special circumstances shall references be made
to a special master who is not a referee. The ap-
pointment of a receiver in a proceeding under this
chapter shall be by the judge. (July 1, 1898, ch. 541,
§ 117, as added June 22, 1938, ch. 575, § 1, 52 Stat. 885,
and amended June 28, 1946, ch. 512, § 14, 60 Stat.
331,

AMENDMENTS

1946—Act June 28, 1946, provided that only under un-
usual circumstances should speclal references be made
to anyone other than a referee,

EFFECTIVE DATES; REPEAL; ETC., OF 1946 AMENDMENT

Effective dates, repeals, saving provisions, and effect of
catchlines of act June 28, 1946, see notes set out under
section 62 of this title.

EFFeCTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

This section was from clause (11) of the first sentence

of former section 207 (c) of this title.

§ 518, July 7, 1952, ch. 579, § 24, 66 Stat. 440.

Section, act July 1, 1898, ch. 541, § 118, as added June
22, 1938, ch. 575, § 1, 52 Stat. 885, related tc transfer of
proceedings to another district.

Repealed.

EFFECTIVE DATE OF REPEAL

Repeal of section effectlve three months after July 7,
19562, see note under section 1 of this tltle.

§ 519. Extensions of time.

Whenever under this chapter the court is required
or permitted to fix a time for any purpose, the court
may upon cause shown extend such time. (July 1,
1898, ch. 541, § 119, as added June 22, 1938, ch. 575,
§1, 52 Stat. 885.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and constructlon of act June 22, 1838,
known as the Chandler Act, see note under section 1 of
this title.

§ 520. Notices.

Whenever notice Is to be given under this chapter,
the court shall designate, if not otherwise specified
hereunder, the time within which, the persons to
whom, and the form and manner in which the notice
shall be given. Any notice to be given under this
chapter may be combined, whenever feasible, with
any other notice or notices to be given under this
chapter. (July 1, 1898, ch, 541, § 120, as added June
22, 1938, ch. 575, § 1, 52 Stat. 885.)

EFFECTIVE DATE AND CONSTRUCTION
Eftective date and constructlon of act June 22, 1838,
known as the Chandler Act, sce note under section 1 of

this title.
CRross REFERENCES

General provisions concerning notices, see section 607
of this title,
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§ 521, Appellate jurisdiction,

Where not inconsistent with the provisions of
this chapter, the jurisdiction of appeilate courts shall
be the same as in a bankruptcy proceeding. (July
1, 1898, ch. 541, § 121, as added Junc 22, 1938, ch.
575, § 1, 52 Stat. 885.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1 of

this title.
CROSS REFERENCES

Allowances, appeal from orders conccrning, see section
650 of this title.

Appeals in bankruptcy procecdings, generally, see sec-
tlons 47 and 48 of this title.

SUBCHAPTER 1V.—PETITION

§526. Filing petition; persons entitled.

A corporation, or three or more creditors who have
claims against a corporation or its property amount-
ing in the aggregate to $5,000 or over, liquidated as
to amount and not contingent as to lability, or an
indenture trustee where the securities outstanding
under the 1indenture are liquidated as to amount and
not contingent as to liability, may, if no other peti-
tion by or against such corporation is pending under
this chapter, file a petition under this chapter. (July
1, 1898, ch. 541, § 126, as added June 22. 1938. ch. 575,
§1, 52 Stat. 885.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22. 1938
known as the Chandler Act, see note under section 1 of
this title.

PrioR PROVISIONS

This sectlon was from part of former section 207 (-) of
this title.

§527. Same; pending bankruptey proceeding.

A petition may be filed in a pending bankruptcy
proceeding either before or after the adjudication
of a corporation. (July 1, 1898, ch. 541, § 127, as
added June 22, 1938, ch. 675, § 1, 52 Stat. §85.)

EFFECTIVE DATE AND CONSTRUCTION
Eftcctive date and constructfon of act June 22, 1938,
known as the Chandler Act, see notc under section 1 of
this title.
Prior PROVISIONS

This section was from part of former section 207 (a) of
this title.
CROSS REFERENCES

Prior proceedings pending, filing petition, see scction
656 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to In sections 502, 636, 638, and
844 of this title.

§528. Same; original petition.

If no bankruptcy proceeding is pending, an orig-
ina) petition may be flled with the court in whose
territorlal jurisdiction the corporation has had its
principal place of business or its principal assets for
the preceding six months or for a longer portion of
the preceding six months than in any other juris-
dictlon. (July 1, 1898, ch, 541, § 128, as added June
22,1938, ch, 575, § 1, 52 Stat. 886.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.
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Prior PROVISIONS
This section was from the second sentence of former
section 207 (a) of this title.
CROSS REFERENCES
Prior proceedings pending, flling petition, see sections
527 and 666 of this title.
SECTION REFERRED TO IN OTHER SECTIONS

This sectlon 18 referred to in sections 104, 528, 636, 637,
and 638 of this title,

§ 529, Same; subsidiary corporation.

If a corporation be a subsidiary, an original peti-
tion by or against it may be filed either as provided
in section 528 of this title or in the court which has
approved the petition by or against its parent cor-
poration. (July 1, 1898, ch. 541, § 129, as added
June 22, 1938, ch, 575, § 1, 52 Stat. 886.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Prior PROVISIONS

This cection was from part of former section 207 (a)
of this title,

§ 530. Contents.

Every petition shall state—

(1) that the corporation is insolvent or unable
to pay its debts as they mature;

(2) the applicable jurisdictional facts requisite
under this chapter;

(3) the nature of the business of the corpora-
tion;

(4) the assets, llabilities, capital stock, and
financial condition of the corporation;

(5) the nature of all pending proceedings
affecting the property of the cocsporation known
to the petitioner or petitioners and the courts
in which they are pending;

(8) the status of any plan of reorganization,
readjustment, or liquidation affecting the prop-
erty of the corporation, pending either in con-
nection with or without any judiciul proceeding;

(1) the specific facts showing the need for
relief under this chapter and why adequate relief
cannot be obtained under chapter 11 of this title;
and

(8) the desire of the petitioner or petitioners
that a plan be effected.

(July 1, 1898, ch. 541, § 130, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 886,)
EFrrFecTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of

this title.
PrIOR PROVISIONS

This section was from part of the flrst sentence of
former section 207 (a) of this title.
S8ECTION REFERRED TO IN OTHER SECTIONS
This section Is referred to in section 631 of this title.

§ 531, Same; additional contents of creditors’ or in-
denture trustee's petition,

A creditors’ or indenture trustee's petition shall,
in addition to the allegations required by section 530
of this title, state—

(1) that the corporation was adjudged a bank-
rupt in a pending proceeding in bankruptey; or
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(2) that a receiver or trustee has been ap-
pointed for or has taken charge of all or the
greater portion of the property of the corporation
in a pending equity proceeding; or

(3) that an indenture trustee or a mortgagee
under a mortgage is, by reason of a default, in
possession of all or the greater portion of the
property of the corporation; or

(4) that a proceeding to foreclose a mortgage
or to enforce a lien against all or the greater por-
tion of the property of the corporation is pend-
ing; or

(5) that the corporation has committed an act
of bankruptcy within four months prior to the
filing of the petition.

(July 1, 1898, ch. 541, § 131, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 886.)
EFFECTIVE DATE AND CONSTRUCTION
Eftective date and construction of act June 22, 1038,
known as the Chandler Act, see note under sectlon 1 of
this title.
PRIOR PROVISIONS

This sectlon was from part of former section 207 {a) of
this title.

§ 532, Fees for filing.

The filing of a petition under this chapter shall be
accompanied by payment to the elerk of a filing fee
of $120 if no bankruptcy proceeding is pending,
otherwise $70. Where $120 has been paid and an
adjudication is entered under this chapter, $50
thereof shall be ‘distributed by the clerk as in the
case of a bankruptcy proceeding; but, if the pro-
ceeding under this chapter is dismissed and no order
of adjudication is entered thereunder, such sum of
$50 shall be refunded to the person paying it. (July
1, 1898, ch. 541, § 132, as added June 22, 1938, ch.
575, § 1, 52 Stat. 886, and amended June 11, 1960,
Pub, L. 86-504, §2, 74 Stat. 198.)

AMENDMENTS

1960—Pub. L. B86-604 substituted "$120" for *$100" in

two instances, and “8$50" for "$30" 1n two instances.
EFFECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 22, 1816,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

Thils section was from the fourth sentence of former

section 207 (a) of this title.
SECTION REFERRED TO IN OTHER SECTIONS
This section {8 referred tc .n section 728 of this title.

§533. Service ot copy of petition and subpena on
debtor.

Upon the filing of a petition by creditors or an
irdenture trustee, a copy thereof, together with a
subpena returnable within ten days or such longer
time as the court for cause shown may have fixed,
shall be served upon the debtor, as provided in sub-
division (a) of section 41 of this title for service of a
petition and subpena for involuntary bankruptcy.
(July 1, 1898, ch. 541, § 133, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 886.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.
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SUBCHAPTER V.—ANSWER

§536. Debtor’s answer.

Within ten days after the service of the subpena
and of a copy of the petition, or within such further
time as the court may for cause shown allow, an
answer controverting the facts alleged In the petition
may be filed by the debtor. (July 1, 1898, ch. 541,
§ 136, as added June 22, 1938, ch. 575, § 1, 52 Stat.

881.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

PrIOR Provisions

This sectlon was from part of former section 207 (a) of
this title.
CROSS REFERENCES

Approval or dismissal of petition after debtor's answer,
see sections 642 and 643 of thils title.
SECTION REFERRED TO IN OTHER SECTIONS
This section 18 referred to in section 545 of this title.

§ 537. Creditor’s, indenture trustee's, or stockholder's
answer,

Prior to the first date set for the hearing provided
in section 561 of this title, an answer controverting
the allegations of a petitlon by or against a debtor
may be filed by any creditor or indenture trustee or,
if the debtor is not insolvent, by any stcckholder of
the debtor. (July 1, 1898, ch. 541, § 137, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 887)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction o® act June 22, 1038,
known as the Chandler Act, see note under secticn 1 of
this title.

PriOoR PROVISIONS

This section was from part of former section 207 (a) of
this title.
CROSS REFFRENCES

Approval or dismissal of petition after answer, see
section 644 of this title,
SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in sectlon 545 of this title.

SUBCHAPTER VI—APPROVAL OR DISMISSAL
OF PETITION

§541. Petition of debtor.

Upon the filing of a petition by a debtor, the judge
shall enter an order approving the petition, if satis-
fled that it complies with the requirements of this
chapter and has been filed in good faith, or dismiss-
ing it If not so satisfled. (July 1, 1898, ch. 541, § 141,
as added June 22, 1938, ch. 675, § 1, 52 Stat. 887.)

EFreECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of

this title.
PRIOR PROVISIONS

‘This section was from part of former section 207 () of
this title.

§ 542. Failure of debtor to answer; non-controversial
answer.

If an answer is not filed by a debtor to a petition
against it, or if the answer filed does not controvert
any material allegation of the petition, the judge
shall enter an order approving the petition if satis-
fied that it complies with the requirements of this
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chapter and has been filed in good faith, or dismissing
it if not so satisfied. (July 1, 1898, ch, 541, § 142, as
addes June 22, 1938, ch. 575, § 1, 52 Stat. 887.)

EFFECTIVE DATE AND CONSTRUCTION

Eftective date and construction of act June 23, 1038,
known as the Chandler Act, see note under section 1 of
this title.

Prior PrRoVISIONS

This section was from part of former section 207 (a) of
this title.
CROSS REFERENCES

Right of debtor to answer, see section 536 of this title.

§ 543. Controversial answer by debtor; determination
of issues.

If the answer of a debtor shall controvert any of
the material allegations of the petition, the judge
shall, as soon as may be, determine, without the
intervention of a jury, the issues presented by the
pleadings and enter an order approving the petition,
if satisfied that it complies with the requirements
of this chapter and has been filed in good faith and
that the material allegations are sustained by the
proofs, or dismissing it if not so satisfied. (July 1,
1898, ch. 541, § 143, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 887.)

EFFECTIVE DATE AND CONSTRUCTTION

Effective date and construction of act June 22, 18938,
known as the Chandler Act, see note under section 1 of
this title.

Prior PRUVISIONS
This section was from part of former section 207 (a) of
this title.
CRos3 REFERENCES
Right of debtor to answer, see section 536 of this title.
SECTION REFERRED TO IN OTHER SECTIONS
This section i3 referred to in section 545 of this title.

§ 544, Controversial answer by creditor, indenture
trustee, or stockholder; determination of issues.

If an answer filed by any creditor, indenture trus-
tee, or stockholder shall controvert any of the mate-
rial allegations of the petition, the judge shall, as
soon as may be, determine, without the intervention
of a jury, the issues presented by the pleadings and
enter an order approving the petition, if satisfied
that it complies with the requirements of this chap-
ter and has been filed in good faith and that the
material allegations are sustained by the proofs, or
dismissing it if not so satisfied. (July 1, 1898, ch.
541, § 144, as added June 22, 1938, ch. 575, §1, 52
Stat. 887.)

EFFECTIVE DATE AND CONBTRUCTION
Eftective cdate and construction of act June 22, 1938,

known as the Chandler Act, see note under section 1 of
this title,

PrIOR PROVISIONS

This sectlon was from part of former section 207 (a) of
this title.

Cross REFERENCES
Right Lo answer, see section 537 of this title,
SECTION REFERRED TO IN OTHER SECTIONS
'This section is referred to in section 545 of this title.

§ 545. Finality of determinations.

If any issue raised in an answer filed under section
536 or 537 of this title has, after hearing upon notice
to the debtor, creditors, indenture trustees, and
stockholders entitled to controvert the allegations of
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the petition, already been tried and finally deter-
mined under the provisions of section 543 or 544
of this title, such final determination shall be con-
clusive for ali purposes under this chapter, (July 1,
1898, ch. 541, § 145, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 887.)

ErFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this titie.

8 546. Good faith of petition.

Without limiting the generality of the meaning
of the term “good faith”, a petition shall be deemed
not to be filed in good faith if—

(1) the petitioning creditors have acquired
their claims for ihe purpose of fillng the peti-
tion; or

(2) adequate rellef world be obtainable by a
debtor’s petition under the provisions of chapter
11 of this title; or

(3) it is unreasonable to expect that a plan of
reorganization can he effected; or

(4) a prior proceeding is pending in any court
and it appears that the interests of creditors and
stockholders would be best subserved in such prior
proceeding.

(July 1, 1898, ch. 541, § 146, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 887.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 223, 1938,
known as the Chancler Act, see note under section 1 of
this title.

§547. Amendment of petition to comply with provi-
sions governing arrangements.

A petition filed under this chapter improperly be-
cause adequate relief can be obtained by the debtor
under chapter 11 of this title may, upon the applica-
tion of the debtor, be amended to comply with the
requirements of chapter 11 of this title for the filing
of a debtor's petition, and shall thereafter for the
purposes of chapter 11 of this title be deemed to
have been originaly filed thereunder. (July 1, 1898,
ch. 541, § 147, as added June 22, 1938, ch. 575, § 1, 52
Stat. 888.)

EFFeCTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

§ 548. Order of approval as stay of other proceedings.

Until otherwise ordered by the judge, an order
approving a petition shall operate as a stay of a
prior pending bankruptcy, mortgage foreclosure, or
equity recelvership proceeding, and of any act or
other proceeding to enforce a lien against the debt-
or's property. (July 1, 1398, ch. 541, § 148, as added
June 22, 1938, ch. 575, § 1, 52 Stat, 888.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and constructlon of act June 22, 18938,
known as the Chandler Act, see note under section 1 of
this title.
Cross REFERENCES
Power of judge to stay actlons—
Prior to approval of petition, sce seclion 513 of this
title.
Upon approval of petition, see section 516 of thls
title.
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§ 549, Final order of approval as determinative of
court’s jurisdiction.

An order, which has become final, approving a
peti..on filed under this chapter shall be a conclusive
determination of the jurisdiction of the court. (July
1, 1898, ch. 541, § 149, as added June 22, 1938, c'1. 575,
§ 1, 52 Stat. 888.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and ccnstruction of act June 22, 1938,
known as the Chandler Act, see note under section i of
this title.

CROSS REFERENCES

Jurisdiction of court generally, see section 511 et seq.
of this title.

SUBCHAPTER VII—PROCEEDINGS SUBSE-
QUENT TO APPROVAL OF PETITION

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 621, 622 of this
title.

§556. Appointment of trustees; continuance of debtor
in possession.

Upon the approval of a petition, the judge shall,
if the indebtedness of a debtor, liquidated as to
amount and not contingent as to liability, 1s $250,000
or over, appoint one or more trustees. Any trustee
appointed under this chapter shall be disinte. ested
and shall have the qualifications prescribed (a sec-
tion 73 of this title, except that the trustee need not
reside or have his office within the district. If such
indebtedness is less than $250,000, the judge may ap-
point one or more such trustees or he may continue
the debtor in possession. In iny case where a trus-
tee is appointed the judge may, for the purposes
specified in section 589 of this title, appoint as an
addltional trustee a person who is a director, officer,
or employee of the debtor. (July 1, 1898, ch. 541,
§ 156, as added June 22, 1938, ch. 575, § 1, 52 Stat.
888.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 23, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PrioR PROVISIONS
This sectlon was from part of clause (1) of the firat
sentence of former section 207 (c¢) of thls title.
SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in gection 558 of this title.

§557. Attorney for trustee.

An attorney appointed to represent a trustee un-
der this chapter shall also be a disinterested person:
Providcd, however, That for any specified purposes
other than to represent a trustee in conducting the
proceeding under this chapter the trustee may, with
the approval of the judge, employ an attorney who
is not disinterested. (July 1, 1898, ch. 541, § 157, as
added June 22, 1938, ch. 575, § 1, 52 Stat. 888.)

ErFrECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandier Act, see note under section 1 of
this title.
Cross REFERENCES
Employment of persons to assist trustee, see section 567
of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This sectlon 1is referred to in section 558 of this title.
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§ 558, Interest of persons,

A person shall not be deemed disinterested, for
the purposes of sections 556 and 557 of this title, if—
(1) heisa creditor or stockholder of the debtor;
or
(2) he iIs or was an underwriter of any of the
outstanding securities of the debtor or within five
years prior to the date of the filing of the peti-
tion was the underwriter of any securities of the
debtor; or
(3) he i, or was within two years prior to the
date of the filing of the petition, a director, offi-
cer, or employee of the debtor or any such under-
writer, or an attorney for the debtor or such
underwriter; or
(4) it appears that he has, by reason of any
other direct or indirect relationship to, connec-
tion with, or interest in the debtor or such under-
writer, or for any reason sn interest materially
adverse to the interests of any cluss of creditors
or stockholders.
(July 1, 1898, ch, 541, § 158, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 888.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1838,
known as the Chandler Act, see note under section 1 of
this title.
SECTION REFERRED TO IN OTHER SECTIONS
This section 18 referred to in section 562 of this title.

§ 559. Terminatiqn of trust.e's appointment or debt-
1’8 possession.

Where the indebtedness of a debtor is less than
$250,000, the judge may at any time terminate the
appeintment of a trustee and restore the debtor to
the possession of its property, or, if the debtor has
been continued in possession, terminate its posses-
slon and appoint a trustee. (July 1, 1898, ch, 511,
§ 159, as added June 22, 1938, ch. 575, § 1, 52 Stat.

888.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

This section was from part of clause (1) of the first
sentence of former sectlon 207 (c) of thls title.

§560. Appointment of additional trustees; removal and
substitution of trustees; hearings, time and notice.
In any case, the judge at any time, without or
upon cause shown, may appoint additional trustees
and cotrustees, or remove trustees and appoint sub-
stitute trustees: and upon each such appointment
the judge shall fix 8 hearing to be held within thirty
days to consider objections to the retention in office
of the trustee. At least ten days' notice of the hear-
ing shali be given to the persons designated in sec-
tion 561 of this title. (July 1, 1898, ch, 541, § 160,
as added June 22, 1938, ch. 575, § 1, 52 Stat. 888, and
amended Sept. 25, 1962, Pub. L. 87-681, § 12, 76
Stat. 574.)

AMENDMENTS
1962—Pub. L. 87-681 provided for the appointment
of additional cotrustees and for hearings upon all ap-
pointments.
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FFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 23, 1938,
known as the Chaadler Act, see note under section 1 of
this tltle,

Prror PROVISIONS

This sectlon was from part of clause (1) of the first
sentence of former section 207 (c) of this title.

§ 561. Hearing; time and notice.

The judge shali fix a time of hearing, to be held
not less than thirty days and not more than sixty
days after the approval of the petition, of which
hearing at least thirty days’' notice shall be given by
mai] to the creditors, stockholders, indenture trus-
tees, the Securities and Exchange Commission and
such other persoas as the judge may designate, and,
if directed by the judge, by publication in such news-
paper or newspapers of general circulation as the
judge may designate. (July 1, 1898, ch, 541, § 161,
as added June 22, 1938, ch. 6§75, § 1, 52 Stat, 889.)

EFFECT'VE DATE AND CONSTRUCTION

Effective date and constructior. of act June 22, 1938,
known as the Chandler Act, see note under section i of
this title.

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Se-
curities and Exchange Commission were, with certaln ex-
ceptions, transferred to the Chalrman of such Commis-
sfon, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1850 Reorg. Plan No, 10,
§§ 1,2, eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set out
in the Appendlx to Title 5, Government Organization and
Employees,

Prror Provisions

This section was from part of clause (1) of the first
sentence of former section 207 (c) of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 537, 560, 562 of
this tlitle.

§562. Same; objections to trustee or possession of
debtor.

At the Learing required by section 561 of th's title,
or at any adjournment thereof, or, upon application,
at any other time, the judge may hear objections
to the continuance of the debtor in possession, or
to the retention in office of a trustee upon the ground
that he is not qualified or not disinterested as pro-
vided in section 558 of this title. (July 1, 1898, ch.
541, § 162, as added June 22, 1938, ch. 575, § 1, 52
Stat, 889.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 23, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Prior ProvisioNs

This sectlon was from part of clause (1) of the first
sentence of former sectlon 207 (c¢) of this title.

§ 563, Schedules; debtor continued in possession.
Upon the approval of a petition, where the debtor
is continued in possession, the debtor shall, at the
expense of the estate, prepare, make oath to, and file
In court, within such time as the court shall fix—
(1) a schedule of its property, showing the
locatlon, quantity, and money value thereof;
(2) a schedule of its creditors of each class,
showing the amounts and character of thelr
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claims and securities and, so far as known, the
name and post-office address or place of business
of each creditor; and
(3) a schedule of its stockholders of each class
showing the number and kind of shares registered
in the name of each stockholder, and the last-
known post-office address or place of buslness of
each stockholder,
(July 1, 1898, ch. 541, § 163, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 889.)

EFFECTIVE DATE AND CONSTRUCTION

Effective dute and eonstruction of act June 23, 1938,

known as the Chandler Act, see note under sectlon 1 of
this title.

PrIoR PROVISIONS
Thls section was from part of clause (4) of the first
sentence of former section 207 (c) of this title.
SECTION REFERRED TO IN OTHER SECTIONS

This sectlon {s referred to in sections 565, 566 of this
titte.

§ 561. Same; debtor not continued in possession.

Upon the approval of a petition, where a debtor
is not continued in possession, the court shall fix a
time within which the trustee shall prepare and file
in court a list of the creditors of each class, showing
the amounts and character of their claims and secu-
rities and, so far as known, the name and the post-
office address or place of business of each creditor;
and a list of the debtor’s stockholders of each class,
showing the number and kind of shares registered
in the name of each stockholdar and the last-known
post-office address or place of business of each stock-
holder. (July 1, 1898, ch. 541, § 164, as added June
22, 1938, ch. 575, § 1, 52 Stat. 889.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

Prior Provisions

This section was from part of clause (4) of the first
sentence of former section 207 (¢) of thls title.

SECTION REFERRED TO IN OTHER SECTIONS

This section s referred to in scctions 565, 566 of this
title.

§565. Information of third persons as to sccurity
holders.

If in any case it appears that a person, cther than
the debtor or its trustee, Far in his possession or
under his control a list of security holders of the
debtor or information in respect to their names,
addresses, or the securities held by any of them, and
such Hst or information is necessary in order to
disciose the names and addresses of the beneficial
owners of such securities, cr to prepare or complete
the schedules required to be filed under section 563
of this title or the lists required to be flled under
section 564 of this title, the court shall direct such
person, after a hearing upon notice to him, to pro-
duce such list or a true and correct copy thereof,
or to furnish such information, or to permit the
inspectlon or use thereof, as may be deemed by the
court necessary for the foregoing purposes. (July 1,
1898, ch. 541, § 166, as added June 22, 1938, ch. 575,
§1, 52 Stat, 889.)
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EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act Junc 22, 1938.
known as the Chandler Act, see note under scction 1 of
this titie.
SECTION REFERRED TO IN OTHER BECTIONS
This section is referred to in section 566 of this title.

§ 566. Impounding schedules, lists, copies, or infor-
mation; inspection or use,

The court may, upon cause shown, direct the
impounding of the schedules, lists, copies, or infor-
mation filed under sections 563, 564, and 565 of this
title, but shall permit their inspection or use by
the trustee, any indenture trustee or any creditor ot
stockholder upon such terms as the court may pre-
scribe: Provided, That the court may refuse to per-
mit such inspection by any creditor or stockholder
who acquired his claim or stock within three months
preceding the filing of the petit.on under this chap-
ter or during the pendency of the proceeding. (July
1, 1898, ch, 541, § 186, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 889.)

EFFECTIVE DATE aND CONSTRUCTION

Effective date and construction of act June 22, 1938
known as the Chandler Act, see note under sectlon 1 of
this title.

§ 567. Powers and duties; trustee,

The trustee upon his appointment and qualifi-
cation—

(1) shall, if the judge shall so direct, forthwith
investigate the acts, conduct, property, liabilities,
and financial condition of the debtor, the opera-
tion of its business and the desirability of the
continuance thereof, and any other matter rele-
vant to the proceeding or to the formulation of a
plan, and report thereon to the judge;

(2) may, 1f the judge shall so direct, examine
the directors and officers of the debtor and any
other witnesses concerning the foregoing matters
or any of them;

(3) shall report to the judge any facts ascer-
tained by him pertaining to fraud, misconduct,
mismanagement and irvregularities, and to any
causes of actlon available to the estate;

(4) may, subject to the approval of the judge,
employ such person or persons as the judge may
deem necessary for the purpose of assisting the
trustee in performing the dutles Imposed upon
him under this chapter;

(5) shal}, at the earllest date practicable, pre-
pare and submit a brief statement of his investi-
gatlon of the propertiy, liabilitles, and financial
condition of the debtor, the operation of its busi-
ness and the desirability of the continuance
thereof, In such form and manner as the judge
may direct, to the crecditors, stockholders, inden-
ture trustees, the Securities and Exchange Com-
mission, and such other persons as the judge may
designate; and

(6) shall give notice to the creditors and stock-
holders that they may submit to him suggestions
for the formulation of a plan, or proposals in the
form of plans, within a time therein named.

(July 1, 1898, ch. 541, § 167, as added June 22, 1938,
ch. 575, § 1, 62 Stat. 890.)
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

TRANSFER OF FUNCTIONS

All exccutive and administrative functions of the Secu-
rities and Exchange Commission were, with certain excep-
tlons, transferred to the Chairman of such Commission,
with authorlty vested in him to authorize their perform-
ance by any officer, employee, or administrative unit under
his Jurisdiction, by 1950 Reorg. Plan No. 10, §§1, 2, efl.
May 24, 1860, 16 F.R. 3175, 64 Stat. 1265, set out in the
Appenailx to Title 5, Government Organization and
Employees.

Cross REFERENCES

Employment of officers of debtor, see section 581 of this
title.

Opcration of business and management of property, see
scction 589 of this title.

Plan, preparation and flling, see seetion 6589 of this
title.

Reports, sce section 580 of this title.

Schedules and lists, preparation and filing, see sec-
tlon 564 of this title.

Title, rights, and powers of trustees, see section 686
et seq. of this titlc.

SECTION REFERRED TO IN OTHER SECTIONS

‘This section 1s referred to In section 668 of this title.

§568. Same; disinterested person where debtor is in
possession,

If a debtor is continued In possession, the judge
may at any time appoint a disinterested person as
examiner to prepare and flle a plan and to perform
the duties imposed upon a trustee under paragraphs
(1) —(5) of section 567 of this title, or to perform
any of such duties. (July 1, 1898, ch, 541, § 168, as
added June 22, 1838, ch. 575, § 1, 52 Stat. 890.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

§ 569. Prepuration, filizig, and hearing on plan; trustee
appointed.

Where a trustee has been appointed the judge shall
fix a time within which the trustee shall prepare
and file a plan, or a report of his reasons why a
plan cannot be effected, and shall fix a subsequent
time for a hearing on such plan or report and for
the consideration of any objections which may be
made or of such amendments or plans as may be
proposed by the debtor or by any creditor or stock-
holder. (July 1, 1898, ch. 541, § 169, as added June
22, 1938, ch. 575, § 1, 52 Stat. 890,

EFFeECTIVE DATE AND CONSTRUCTION

Effective dnte and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

CrOSS REFERENCES

Creditors and stockholders, trustee to notify of right to
propose plans, see section 5087 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
l ’;[‘hls gectlon {s referred to {n sections 671, 672, 574 of this
title.
§ 570. Same; debtor continued in possession,

Where a debtor is continued In possession, a plan
or plans may be filed, within a time fixed by the
judge—

(1) by the debtor;
(2) by any creditor or indenture trustee;
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(3) by any stockholder, if the debtor is not
found to be insolvent;

(4) by the examiner, if so directed hy the judge.
The judge shall fix a subsequent time for a hearing
on such plans and for the consideration of any
objections or amendments thereto. (July 1, 1898,
ch, 541, § 170, as added June 22, 1938, ch. 575, § 1,
62 Stat. 890.)

Errective DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this titfe.
SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 671, 572, 574 of this
title,

§ 571, Notice and time of hearing on plan,

Notice of the time of any hearing, as provided in
section 569 or 570 of this title, shall be given to
the debtor, the creditors and stockholders, the in-
denture trustees, the Secretary of the Treasury, the
Securities and Exchange Commission, and such other
persons as the court may designate. The judge may,
upon the application of the trustee, any creditor,
indenture trustee, or stockholder, advance the time
of such hearing. (July 1, 1898, ch. 541, §171, as
added June 22, 1938, ch. §75, § 1, 62 Stat. 890.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

TRANSFER OF FUNCTIONS

All executive and adminjstrative functions of the Securi-
tles and Exchange Commission were, with e°rtain excep-
tions, transferred to the Chalrman of such Commission,
with authority vested in him to authorize their perform-
ance by any officer, employee, or administrative unit
under his jurisdiction, by 1950 Reorg. Plan No. 10, §§1,
2, efl. May 24, 1960, 16 F. R. 3175, 64 Stat. 1265, set out In
the Appendix to Tit e 5, Government Organization and
Employees.

PRIOR PROVISIONS

This section was from part of clause (7) of former sec=

tion 207 (c) of this title.

§ 572, Submission of plans to Securities and Exchange
Commission for report.

After the hearing, as provided in section 569 or
5§70 of this title, and before the approval of any
plar;, as provided in section 574 of this title, the
judge may, If the scheduled indebtedness of the
debtor does not exceed $3,000,000, and shalf, if such
indebtedness exceeds $3,000,000, submit to the Se-
curities and Exchange Commission for examination
and report the plan or plans which the judge regards
as worthy of consideration. Such report shall be
advisory only. (July 1, 1898, ch. 541, § 172, as added
June 22, 1938, ch. 6§75, § 1, 52 Stat. 890.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

TRANSFER OF FUNCTIONS

All executive and administrative functions of the
Becurities and Exchange Commission were, with certain
exceptions, transferred to the Chalrman of such Commis-
ston, with authority vested In him to authorize their
performeance by any officer, employee, or administrative
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unit under his jurisdiction, by 1850 Reorg. Pian No. 10,
§§ 1, 2, efl, May 24, 1960, 15 F. R. 3175, 64 Stat. 1265, set
out in the Appendix to Title 5, Government Organization
and Employees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is raferred to In sections 574, 576 of this
title,

§573. Approval of plan; order to await report of
Commission.

The jJudge shall not enter an order approving a
plan submitted to the Securities and Exchange Com-
missfon until after the Securities and Exchange Com-
mission has flled its report thereon or has notified the
Judge that it will not flle a report, or until the expira-
tion of such reasonable time for the flling of such
report as the judge has fixed, whichever first oceurs.
(July 1, 1898, ch, 541, § 173, as added June 22, 1938,
ch. 576, § 1, 52 Stat. 891.)

EFFECTIVE DATE AND CONSIRUCTION

Effective aate and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

TRANSFER OF FUNCTIONS

All executlve and admlinistrative functions of the
Securities and Exchange Commission were, with certain
exceptions, transferred to the Chalrman of such Commis-
slon, with authority vested in him to authorize thelr
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1050 Reorg. Plan No. 10,
§§ 1, 2, eff. May 24, 1850, 15 F. R. 3175, 64 Stat, 1285, set
out In the Appendix to Title 6, Government Organization
and Employees.

§574. Same; entry of orde’ and fixing time for ac-
ceptance of plan,

After the hearing, s provided in sectlon 569
or 570 of this ticle, +:ud, {f a plan has been sub-
mitted to the Securities and Exchange Commission,
as provided in section 572 of this title, then after the
filing of the report or notice that it will not be filed,
or after the expiration of the time for its filing,
whichever first occurs, the judge shall enter an order
approving the plan or pians which In his opinion
comply with the provisions of scction 6186 of this title,
and which are fair and equitable, and feasible, and
shall fix a time within which the creditors and stock-
holders affected thereby may accept the same.
(July 1, 1898, ch. 541, § 174, as added June 22, 1938,
ch, 575, § 1, 52 Stat. 891.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1838,
known as the Chandler Act, see note under section 1 of
this title.
TRANSFER OF FUNCTIONS
All executive and administrative functions of the
Securlties and Exchange Commission were, with certaln
exceptions, transferred to the Chairman of such Commis-
sion, with authority vested In him to authorize thelr
performance by any officer, employee, or adminjstrative
unit under his jurisdlction, by 1850 Reorg. Plan No. 10,
§§ 1, 2, eff. May 24, 1050, 15 F. R. 3175, 64 Stat, 1265, set
out in the Appendix to Title 65, Government Organization
and Employees.
CRroSS REFERENCES
Acceptance of ptan—
Confirmatlion, acceptance as prerequisite, see sections
578 and 621 of this title.
Form and manner, see section 579 of this title.
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Approval of plan, public utllity, see sectlon 577 of this
title.

Confirmation of pian by judge, see section 621 of this
title.

SBECTION REFERRED TO IN OTHER SECTIONS

This section 18 referred to in sectlons 572, 577, 578, 580
of this title.

§575 Submission of information to creditors and
stockholders after approval.

Upon the approval of a plan by the judge, the
trustee or the debtor in possession shall transmit, by
mail or otherwise, to all creditors and stockholders
who are affected by any such plan.

(1) the plan or plans so approved, together
with a summary thereof approved by the judge;

(2) the opinion of the judge, if any, approving
the plan, or plans, or . summary thereof approved
by the judge;

(3) the report, if any, filed in the proceeding by
the Securitizs and Exchange Commission, as pro-
vided in srction 572 of this title, or a summary
thereof prepared by the Securities and Exchange
Commission; and

(4) such other matters as the judge may
deem necessary or desirable for the information
of creditors and stockholders.

(July 1, 1898, ch. 541, § 175, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 8y1.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

TRANSFER OF FUNCTIONS

All executive and administrative functlons of the
Securities and Exchange Commission were, with certain
exceptions, transferred to the Chalrmal of such Commis-
slon, with authority vesteu in him to authorize thelr
performance by any officer, employee, or administrative
unit under his jurisdiction, by 19560 Reorg. Plan No. 10

§1, 2, eff. May 24, 1850, 15 P. R. 3175, 64 Stat. 1265, set
out in note in the Appendix to Title 5, Government Or-
ganization and Employees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to In section 576 of this title.

8 576. Soiiciting acceptance of plan before order of
approval,

No persun shall, without the consent of the court,
solicit any acceptance, conditional or unconditional,
of any plan, or any authority, conditional or uncon-
ditional, to accept any plan, whether by proxy, de-
posit, power of attorney or otherwise, until after the
entry of an order approving such plan and the trans-
mittal thereof to the creditors and stockholders, as
provided in section 575 of this title; and any such
authority or acceptance given, procured, or recelved
by reason of a solicitation prior to such approval and
transn.ittal shall be mnvalid, unless such consent of
the court has been so obtained. (July 1, 1898, ch.
541 §1176, as added June 22, 1938, ch. 575, §1, 52
Stat. 891)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1938.
known as the Chandler Act, see note under section 1 of
this title,

CROS8 REFERENCES

Form and manner of acceptance, gee section 579 of this
titte.

Good falth of acceptance—

Dlsqualification of votes In absence of, see section 603
of this title.
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Prerequisite to confirmation, see section 621 of this
title.
Time for acceptance, see section 574 of this title.

§ 577. Approval of plan for public utility.

In case a debtor is a pubiic-utility corpora.ion,
subject to the jurisdiction of a commission having
regulatory jurisdiction over the debtor, a plan shall
not be approved, as provided in section 574 of this
title, until—

(1) it shall have been submitted to each such
commission;

(2) an opportunity sha'l have been affo.ded
each such commission to suggest amendments or
~fTer objections to the plan; and

(3) the judge shall have considered such
amendments or ovjections at a hearing at which
such commission may be heard.

(July 1, 1898 .. 541, § 177, as added June 22, 193¢,
ch, 575, § 1, 52 Stat. 891.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 22, 1634,
known as the Chandler Act, see note under section 1 of

this title.
PrIOR PROVISIONS

This sectlion was from the first sentence of paragraph
(2) of former section 227 (e) of this title.
SECTION REFERRFD TO IN OTHER SECTIONS
This section is referred to In section 678 of this title.

§ 578. Same; intrastate public utility.

In case a debtor Is a public utility corporation,
wholly intrastate, subject to the jurisdiction of -
State commission having regulatory jurisdiction over
such debtor, a plan shall not be approved, as pro-
vided in section 574 of this title, unless such State
commission shall have first certified its approval of
such plan as to the public interest therein and the
fairness thereof. Upon its failure to certify its ap-
proval or disapproval within thirty days, or such
further time as the court niay prescribe, after the
submission of the plan to it, as provided in section
577 of this titie, the public interest shall, for the
purposes of such approval and of the confirmation
of the slan, not be deemed to be affected by the plan.
(July 1, 1898, ch. 541, § 178, as added June 22, 1938,
ch 575, § 1, 52 Stat. 891.)

EFFECTIVE DATE AND CONSTRUCTICN

Effectlve date and construction of act June 22, 1938.
known as the Chandler Act, see note under section 1 of

this title.
PRIOR PROVISIONS

This section was from the second sentence of paragraph
(2) of forirer section 207 (e) of this title,

§ 579. Acceptance of plan; hearing for confirmation.
After a plan has been accepted in writing, filed in
court, by or on behalf of creditors holding two-thirds
in amount of the claims filed and allowed of each
class, and, if the debtor has not been found to be
insolvent, by or on behalf of stockholders holding the
majority of stock, of which proofs have been filed
and allowed. of each class, exclusive of creditors or
stockholders or of any class of them who are not
affected by the plan or whose claims or stock are
disqualified pursuant to section 603 of this title, o:
for whom payment or protection has been provided
as prescribed in paragraphs (T and (8) of section
816 of this title. the judge shall fix a hearing. upon
notice to the debtor, creditors, stockholders, inden-



Page 2139

ture trustees, the Secretary of the Treasury, the
Securities and Exchange Commission, and such other
persons as the judge may designate, for the consider-
ation of the confinnation of the plan and of such
objections as may be made to the confirmation.
(July 1, 1898, ch, 541, § 178, as added June 22, 1938,
ch, 576, § 1, 52 Stat. 892.)

EFreCTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1838,
known as the Chandier Act, see note under section 1 of
this title,

TRANSIER OF FUNCTIONS

All executive and administrative functions of the
Securities and Exchange Commission were, with certain
exceptions, transferred to the Chalrman of such Commis-
sion, with authority vested in him to authorize thelr
performance by any officer, employee, or adminictrative
unit under his jurisdiction, by 1950 Reorg. Plan No. 10,
§5 1, 2, eff. May 24, 1950, 156 F. R. 3175, 64 Stat. 1265, set
out in the Appendix to Title 5, Government Organization
and Employees.

PRIOR PROVISIONS

This section ‘a8 from part of paragraph (1) of former

section 207 (e) f this title.

CRross REFERENCES
Acceptance of plan—
Altexation or modification of plan, see sections 622
and 623 of this title.
Classification of creditors and stockholders, see sec-
tion 597 of this title.
Good faith as prerequisite to confirmatlon, see section
621 of this title.
Good faith, disqualification of votes in absence, see
section 603 of this title.
Indenture trustee, see scction 598 of this title.
Rejected executory contract holder, see section 602 of
this title.
Boliciting acceptance before approval, see section 576
of this title.
Time for acceptance, see section 574 of this title.
United Statcs as crediior, see section 599 of this title.
Confirmation of plan -y judge, see section 621 of this
title.

§ 580. Same; cffect of order of approval on right to
object to confirmation.

The order of the judge approving a plan, as pro-
vided in section 574 of this title, shall not affect the
right of the debtor, a creditor, indenture trustee,
or stockholder to object to the confirmation of the
pian. (July 1, 1898, ch, 541, § 180, as added June 22,
1938, ch. 575, § 1, 52 Stat. 892.)

EFFECTIVI: DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

SUBCHAPTER VIII—TITLE, RIGHTS, AND
POWERS OF TRUSTEES AND DEBTORS IN
POSSESSION

§ 586, Trustee; title.

A trustee, upon his appointment and qualification,
shall be vested with such title as a trustee appointed
under section 72 of this title would have. (July 1,
1898, ch. 541, § 186, ac added June 22, 1938, ch. 575,
§ 1, 52 Stat. 892.)

EFFECTIVE DATE AND CONSTRUCTION
Effertive date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.
PRIOR PROVISIONS
This section was from part of clause (2) of the first
sentence of former section 207 (c) of this title,
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§ 587. Same; rights, powers, and duties.

Where not incon istent with the provisions of this
chapter, a trustee, upon his appointment and quali-
flcation, shall be vested with the same rights, be
subject to the same dutles, and exercise the same
powers as a trustee appointed under section 72 of
this title, and, iIf authorized by the judge, shall have
and may exercise such additional rights and powers
as a recelver in equity would have if appointed by a
court of the United States for the property of the
debtor. (July 1, 1898, ch, 541, § 187, as added June
22, 1938, ch. 575, § 1, 52 Stat. 892.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandier Act, see note under section 1 of
this title.

PrIOR PROVIBIONS

This section was from part of clause (2) of the first
sentence of former section 207 (¢) of this title.
CRross HEFERENCES
Generally, see section 667 of this title.

§ 588, Debtor in possession; title, rights, duties, and
powers.

A debtor continued in possession of its property
shall have all the title, be vested with all the rights,
be subject to all the dutles, and exercise all the
powers of a trustee appointed under this chapter,
subject, however, at all times to the control of the
judge and to such limitations, restrictions, terms,
and conditions as the judge may from time to time
prescribe. (July 1, 1898, ch. 541, § 188, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 892)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 nf
this title.

PRIOR PROVISIONS

This section was from part of former section 207 (¢) of
this title.

§ 589. Operation of business and management of prop-
erty; reports.

A trustee or debtor in possession, upon authoriza-
tion by the judge, shall operate the business and
manage the property of the debtor during such
period, limited or indefinite, as the judge may from
time to time fix, and during such operation or man-
agement shall file reports thereof with the court at
such intervals as the court may designate. (July 1,
1898, ch. 541, § 189, as added June 22, 1938, ch. 575,
8§ 1, 52 Stat. 892,

EFFFCTIVE DATE AND CONSTRUCTION

flective date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Pri1oR PROVISIONS

This section was from part of former section 207 (c¢) of
this title.

SECTION REFERRLD TO IN OTHER SECTIONS

This section is referred to in section 556 of this title.
§590. Reports; form; contents; inspection; distribu-

tion.

The reports of the trustee or debtor in possession
shall be in such form and contain such information
as the court may prescribe and shall at all times be
open to the cxamination of any party in interest.
The court shall direct copies or summaries of annual
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reports, and may direct coples or summaries of other
reports, to be mailed to the creditors, stockholders,
and indenture trustees, and may also direct the pub-
lication of summaries of any such reports in such
newspaper or newspapers of genertl circulation as
the court may designate. The Securities and Ex-
change Commission may recommend the form of
such reports and summaries. (July 1, 1898, ch. 541,
§ 190, as added June 22, 1938, ch. 575, § 1, 52 Stat.
892)
ErFrECTIVE DATE AND CONSTPUCTION

Effective date and construction of act June 22, 1938.
known as the Chandler Act, sce note under seetion 1 of

this title.
TRANSFER OF FUNCTIONS

All executive and administrative functlons of the Se-
curities and Exchange Commission were, with certain ex-
ceptions, transferred to the Chairman of suchh Commis-
ston, with authority vested tn him to authorize their per-
tormance by any officer, employee, or administrative unit
under his jurlsdiction, by 1950 Reorg. Plan No. 10,881, 2,
eff. May 24, 1950, 16 F. R. 3175. 64 Stat. 1265, set out In
the Appendix to Title 5, Government Organization and

Employees.
§591. Employment of officers of debtor.

A trustee or debtor in possession may employ
officers of the debtor at rates of compensation to be
approved by the court. No person shall become an
officer or director of the debtor. to fill a vacancy or
otherwise, without the prior approval of the court.
(July 1, 1898, ch. 541, § 191, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 893.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 19388,
known as the Chandler Act, see note under section 1 of

thils title.
PRIOR PROVISIONS

This section was from part of former section 207 (¢) of
this title.

SUBCHAPTER IX.—CREDITORS AND
STOCKHOLDERS

§ 596. Filing and allowing proofs of claims; objections
to allowances.

After the approval of the petition the judge shall
prescribe the manner in which and fix a time within
which the proofs of claim of creditors and of the
interests of stockholders may be flled and allowed.
Objections by any party in interest to the allowance
of any such claims or intcrests shall be heard and
summarily determined by the court. (July 1, 1898,
ch. 541, § 196, as added June 22, 1938, ch. 575, § 1,
52 Stat. 893.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1038,
known as the Chandler Act, see note under sectlon 1 of
this tltle.

Prior ProvISIONS

Thls seetfon was from part of clause (8) of the first
sentence of former section 207 (c) of this title.

§ 597. Classification of creditors and stockholders,

For the purposes of the plan and its acceptance,
the judge shall fix the division of creditors and stock-
holders into classes according to the nature of their
respective claims and stock. For the purposes of

TITLE 11 —BANKRUPTCY

Page 2140

such classification, the judge shall, if necessary, upon
the application of the trustee, the debtor, any cred-
itor, or an indenture trustee, fix a hearing upon
notice to the holders of secured claims, the debtor,
the trustee, and such other persons as the judge may
designate, to determine summarily the value of the
security and classify as unsecured the amount in
excess of such value. (July 1, 1898, ch. 541, § 197,
as added June 22, 1938, ch. 575, § 1, 52 Stat. 893.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRrIOR PROVISIONS

This section was from part of clause (6) of the first
sentence of former sectlon 207 (¢) of this tltle.

CROSS REFERENCES

Acceptance of plan-—
Form and manner, see section 579 of this title.
Indenture trustee, acceptance by, see sectlon 598 of
this title.
Rejected executory contract holder, see section 602
of this title.
United States as credltor, see section 599 of this title.

§598. Claims by indenture trustee for all holders
under trust.

An indenture trustee may file claims for all hold-
ers, known or unknown, of securities issued pursuant
to the instrument under which he is trustee, whe
have not filed claims: Provided, however, That in
computing the majority necessary for the acceptance
of the plan only the claims filed by the holders there-
of, and allowed, shall be included. (July 1, 1898,
ch. 541, § 198, as added June 22, 1938, ch. 575, §1,
52 Stat. 893.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

CROSS REFERENCES

Acceptance of plan generally, -~ sectlon 5790 of this
title.

§599. United States as creditor.

If the United States is a secured or unsecured cred-
itor or stockholder of a debtor, the claims or stock
thereof shall be deemed to be affected by a plan under
this chapter, and the Secretary of the Treasury s
authorized to accept or reject a plan in respect of
the claims or stock of the United States. If, in any
proceeding under this chapter, the United Statesisa
secured or unsecured creditor on claims for taxes or
customs duties (whether or not the United States has
any other interest in, or claim against the debtor, as
secured or unsecured creditor or stockholder), no
plan which does not provide for the payment thereof
shall be confirmed by the judge except upon the ac-
ceptance of a lesser amount by the Secretary of the
Treasury certified to the court: Provided, That if the
Secretary of the Treasury shall fail to accept or re-
ject a plan for more than ninety days after receipt
of written notice so to do from the court to which
the plan has been proposed, accompanied by a cer-
tified copy of the plan, his consent shall be conclu-
sively presumed. (July 1, 1898, ch. 541, § 199, as
added June 22, 1938, ch. 575, § 1, 52 Stat. 893.)
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ErrecTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandier Act, see note under section 1 of
this titie,

Prior PROVISIONS

This section was from part of paragraph (1) of former
section 207 (e) of this title.
CrROSS REFERENCES

Acceptunce of plan generaily, see sectlon 579 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in scction 621 of this title.

§ 600. Rights, duties, and liabilities of creditors, etec.

Where not inconsistent with the provisions of this
chapter, the rights, dutles, and labilities of creditors
and of all other persons with respect to the prop-
erty of the debtor shall be the same, before the ap-
proval of the petition, as in a bankruptcy proceeding
before adjudication and, upon the approval of the
petition, as in a bankruptcy proceeding upon adjudi-
cation. (July 1, 1898, ch. 541, § 200, as added June 22,
1938, ch. 575, § 1, 52 Stat. 893.)

ErrFeCTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 193A.
known as the Chandler Act, see note under section 1 of
this title.

Pr1OR PROVIBIOR

This section was from former section 207 (o) of this
titie.

§ 601. Provahility of claims arising after petition,
All claims arising after the filing of a petition under

this chapter and before the qualification of a receiver

or trustee or before the petition is approved and the

debtor continued in possession, whichever first oc-

curs, shall be provable. (July 1, 1898, ch. 541, § 201,

as added June 22, 1938, ch. 575, § 1, 52 Stat. 893.)

BFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

§ 602. Rejection of executory contract or unexpired
lease; assignment of future rent claim.

In case an executory contract shall be rejected
pursuant to the provisicns of a plan or to the permis-
sion of the court given in a proceeding under this
chapter, or shall have been rejected by a trustee or
recelver in bankruptcy or receiver in equity in a
prior pending proceeding, any person injured by such
rejection shall, for the purposes of this chapter and
of the plan, its acceptance and confirmation, be
deemcd a creditor. The claim of the landlord for
injury resulting from the rejectlon of an unexpired
Jease of rcal esiate or for damages or indemnity un-
der a covenant contained In such lease shall be
provable, but shall be limited to an amount not to ex-
ceed the rent, without acceleration, reserved by such
lease for the three years next succeeding the date of
the surrender of the premises to the landlord or the
date of reentry of the landlord, whichever first oc-
curs, whether before or after the filing of the petitlon,
plus unpaid accrued rent, without acceleratlon, up to
such date of surrender or reentry: Provided, That
the court shaii scrutinize the circumstances of an
assignment of a future rent claim and the amount
of the consideration paid for such assignment in de-
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termining the amount of damages allowed the as-
signee thereof. (July 1, 1898, ch. 541, § 202, as added
June 22,1938, ch. 575, § 1, 52 Stat. 893.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PrIOR PROVISIONS

This sectlon was from part of former section 207 (b) of
this title.

CROSS REFERENCES

Acceptance of plan generally, see section 579 of this
title

Credlitor, definition of, see section 506 of this title.

Rejection of executory contract as breach thercof, see
section 103 of this title.

§ 603. Disqualification of votes on acceptance in ab-
sence of good faith,

If the acceptance or faflure to accept a plan by the
holder of any claim or stock is not in good faith, in
the light of or irrespective of the time of acquisition
thereof, the judge may. after hearing upon notice,
direct that such claim or stock be disqualified for
the purpose of determining the requisite majority for
the acceptance of a plan. (July 1, 1898, ch. 541,
§ 203, as added June 22, 1938, ch. 575, § 1, 52 Stat.
894,)

ErrFeCTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, sece note under section 1 nf
this title.

CROsSS REFERENCES

Confirmation, good falth of acceptance as prerequisite,
sce section 621 of this title.

Form and manner, generally, of acceptance, see section
579 of thls title,

SECTION REFERRED TO IN OTHER SECTIONS

This section 1s referred to in section 579 of this title.

§ 604. Surrender, etc., of claims upon distribution
under plan.

Upon distribution, as provided in section 624 of this
title, the judge may, upon notice to all persons af-
fected, fix a time, to expire not sooner’ than five years
after the final decree closing the estate, within
which, as provided in the plan or final decree—

(1) the creditors, other than holders of securi-
ties, shall file, assign, transfer, or release their
claims; and

(2) the holders of sccurlties shall present or
surrender chelr securities. After such time no
such claim or stock shall participate in the dis~
tribution under the plan.

(July 1, 1898, ch, 541, § 204, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 894.)
EFrrECTIVE DATE AND CONSTRUCTION

Fflectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

SFECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 605 of this title.

§ 605, Same; unclaimed eash and securities,

The securities or cash remaining unclaimed at the
explration of the time fixed as provided in section 604
of this title, or of any extension thereof, shall become
the property of the debtor or of the new corporation
acquiring the assets of the debtor under the plan, as
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the case may be, free and clear of any and all claims
and interests. (July 1, 1898, ch. 541, § 205, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 894.)

BErrECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

§ 606. ’ersons entitled to hesrings.

The debtor, the indenture trustees, and any cred-
itor or stockholder of the debtor shall have the right
to be heard on all matters arising in a proceeding
under this chapter. The judge may. for cause shown,
permit a labor union or employees' association, rep-
resentative of employees of the debtor, to be heard
on the economic soundness of the plan affecting the
interests of the employees. (July 1, 1398, ch, 541,
§ 206, as added June 22, 1938, ch. 575, §1, 52 Stat.
894.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938.
known as the Chandler Act, see note under section 1 of
this tltle.

Prior ProvISIONS

This section was from part of former scction 207 (c) of

this title.
Cross REFERENCES

Labor unions, organization and membershlip, sez section
672 of this title.

8 607. Intervention of parties; notices generally,

The judge may for cause shown permit 1 party in
interest to intervene generally or with respect to any
specified matter. Except whcre otherwise provided
in this chapter, the judge may from ti ne to time
enter orders designating the matters in respect to
which, the persons to whom, and the form and man-
ner in which notice shall be given. (July 1, 1898,
ch. 541, § 207, as added June 22, 1938, ch. 575, §1
52 Stat. 894.)

EFreECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

PrYoR PROVISIONS

This section was from part of former section 207 (¢) of
this title,
Cross REFERENCES

Notices, general provlsicns concerning, see scction 520
of this title.

§608. Intervention of Securities and Exchange Com-
mission.

The Securities and Exchange Commission shall,
if requested by the judge, and may, upon its own
motion if approved by the judge, flle a notlce of its
appearance In a proceeding under this chapter.
Upon the flling of such a notice, the Commission
shall be deemed to be a party in interest, with
the right to be heard on all matters arising in such
proceeding, and shall be deemed to have intervened
in respect of all matters in such procecding with
the same force and effect as if a petition for that
purpose had been allowed by the judge; but the
Commission may not appeal or flle any petition for
appeal in any such proceeding (July 1, 1898, ch.
541, §208, as added June 22, 1938. ch. 575, §1,
52 Stat. 894.)
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, sce note under section 1 of
this title.

TRANSFER Or FUNCTIONS

All executlve and administrative functions of the
Securlties and Exchange Commission were, with certaln
exceptions, transferred to the Chairman of such Com-
mission, with authority vested in him to authorize thelr
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1850 Reorg. Plan No.
10, §§ 1, 2, eff. May 24, 10850, 15 F. R. 3175, 64 Stat. 1205,
set out in the Appeundlx to Title 5, Government Organlza-
tion and Employees.

§ 609. Representation in proceedings.

Any creditor or stockholder may in a proceeding
under this chapter act in person, by an attorney at
law, or by a duly authorized agent or committce.
(July 1, 1898, ch. 541, § 209, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 895.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22. 1938,
known as the Chandler Act, see note under section 1 of
this title.
Prior PROVISIONS

This section was from part of former sectlon 207 (b) of
this title,

§610. Same; statement by attorney.

An attorney for creditors or stockholders shall not
be heard unless he has first filed with the court a
statement setting forth the names and addresses of
such credltors or stockholders, the nature and
amounts of their claims or stock, and the tlme of
acquisition thereof, except as to claims or stock
alleged to have been acquired more than one year
prior to the filing of the pctition. (July 1, 1898,
ch, 541, § 210, as added Junc 22, 1938, ch. 575, § 1.
52 Stat. 8956.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this tltle,

§ 611, Same; statement by committees, etc.,, and in-
denture trustees.

Every person or commlttee, representing more
than twelve creditors or stockholders, and every
indenture trustee, who appears in the proceeding
shall file with the court a statement, under oath,
which shall include—

(1) a copy of the instrument, if any, whereby
such person, committee, or indenture trustee is
empowered to act on behalf of creditors or stock-
holders;

(2) a recltal of the pertlnent facts and clrcum-
stances in connectlon with the employment of
such person or Indenture trustee, and, in the case
of a committee, the name or names of the person
or persons at whose instance, directly or indirectly,
such employment was arranged or the committee
was organized or formcd or agreed to act;

(3) with reference to the time of the employ-
ment of such person, or the organization or for-
mation of such committec, or the appearance in
the proceeding of any indenture trustee, a show-
ing of the amounts of claims or stock owned by
such person, the members of such committee or
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such indenture trustee, the times when acquired,
the amounts paid thercfor, and any saies or other
disposition thereof; and
(4) a showing of the claims or stock represented
by such person or committee and the respective
amounts thereof, with an averment that each
holder of such claims or stock acquired them at
least one year before the filing of the petition or
with a showing of the times of acquisition thereof.
(July 1, 1898, ch. 541, § 211, as added June 22, 1938,
ch. 575, § 1, 62 Stat. 895.)
EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1038.

known as the Chandler Act, see note under section 1 of
this title.

§ 612, Same; regulation by court.

The judge may examine and disregard any provi-
sl .0 of a deposit agreement, proxy, power or warrant
of attorney, trust mortgage, trust indenture, or deed
of trust, or committee or other authorization, by
the terms of which an agent, attorney, indenture
trustee, or committee purports to represent any cred-
itor or stockholder, may enforce an accountlng there-
under, may restrain the exercise of any power which
he finds to be unfalr or not consistent with public
policy and may limit any claim or stock acquired by
such person or committee in contemplation or in the
course of the proceeding under this chapter to the
actual consideration pald therefor. (July 1, 1898, ch.
541, § 212, as added June 22, 1938, ch. 575, § 1, 52 Stat.
895.)

ErreCTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Pr1or PRoOVISIONS
This section was from part of former section 207 (b) of
this title.
BECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 613 of this title.

§ 613. Same; establishment of compliance with laws,

Without limiting the powers of the judge under
section 612 of this title, an agent, indenture trustee,
or committee, purporting to represent creditors or
stockholders, shall not be heard or allowe<l to inter-
vene in a proceeding under this chapter until such
person or persons shall have satisfied the court that
they have complled with all applicable laws regulat-
ing the activities and personne! of such persons.
(July 1, 1898, ch. 541, § 213, as added June 22, 1938.
ch. 575, § 1, 52 Stat. 895.)

ErrecTIiVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

SUBCHAPTER X —PROVISIONS OF PLAN

§ 616. Provisions of plan.

A plan of reorganization under this chapter—

(1) shall include in respect to creditors gen-
erally or some class of them, secured or un-
secured, and may include in respect to stock-
holders generally or some class of them, provisions
altering or modifying thelr rights, either through
the issuance of new securities of any character or
otherwise;
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(2) may deal with all or any part of the prop-
erty of the debtor;

(3) shali provide for the payment of all costs
and expenses of administration and other allow-
ances which may be approved or made by the
judge;

(4) may provide for the rejection of any ex-
ccutory contract except contracts in the public
authority;

(5) shall specify what claims, if any, are to be
paid in cash in full;

(6) shall specify the creditors or stockholders
or any class of them not to be affected by the
plan and the provisions, if any, with respect to
them;

(7 shall provide for any class of creditors
which is affected by and does not accept the plan
by the two-thirds majority in amount required
under this chapter, adequate protection for the
realization by them of the value of their claims
against the property dealt with by the plan and
affected by such claims, either as provided in the
plan or in the order confirming the plan, (a) by
the transfer or sale, or by the retention by the
debtor, of such property subject to such claims;
or (b) by a sale of such property free of such
claims, at not less than a fair upset price, and
the transfer of such claims to the proceeds of such
sale; or (¢) by appraisal and payment in cash of
the value of such claims; or (d) by such method
as will, under and consistent with the circum-
stances of the particular case, equitably and
fairly provide such protection;

(8) shall provide for any class of stockhoiders
which is affected by the plan and does not accept
the plan by the majority of the stock required
under this chapter, adequate protection for the
realization by them of the value of their equity,
if any, in the property of the debtor dealt with by
the plan, either as provided in the plan or in the
order confirming the plan, (a) by the sale of such
property at not less than a fair upset price; or
(bh) by appraisal and payment in cash of the
value of their stock; or (¢) by such method as
will, under and consistent with the circumstances
of the particular case, equitably and fairly pro-
vide such protection: Provided, however, That
such protection shall not be required if the judge
shali determine that the debtor is insolvent;

(9) may include, where any indebtedness is
created or exended under the plan for a period
of more than flve y.ars, provisions for the retire-
ment of such indebtedness by stated or deter-
minable payments out of a sinking fund or
otherwise, (a) if secured, within the expected
useful life of the security therefor, or (b) if un-
secured, or if the expected useful life of the
security is not fairly ascertainable, then within a
specified reasonable time, not to exceed fcrty
years;

(10) shall provide adequate means for the ex-
ecution of the plan, which may Include: the re-
tention by the debtor of ali or any part of its
property; the sale or transfer of all or any part
of 1ts property to one or more other corporations



§ 621

theretofore organized or thereafter to be organ-
ized; the merger or consolidation of the debtor
with one or more other corporations; the salc of
all or any part of its property, either subject to
or free from any lien, at not less than a fair
upset price and the distribution of all or any
assets, or the proceeds derived from the
sale thereof, among those having an interest
therein; the satisfaction or modification of liens;
the cancelation or modification of indentures or of
other similar instruments; the curing or waiver of
defaults; the extension of maturity dates and
changes in interest rates and other terms of
outstanding securities; the amendment of the
charter of the debtor; the issuance of securities
of the debtor or such other corporations for cash,
for property, in exchange for existing securities,
in satisfaction of claims or stock or for other ap-
propriate purposes;

(11) shall include provisions which are equita-
ble, compatible with the interests of creditors
and stockholders, and consistent with public
policy, with respect to the manner of selection
of the persons who are to be directors, officers, or
voting trustees, if any, upon the consummation
of the plan, and their respective successors;

(12) shall provide for the inclusion in the char-
ter of the debtor, or any corporation organized
or to be organized for the purpose of carrying
out the plan, of—

(a) provisions prohibiting the debtor or such
corporation from issuing non-voting stock, and
providing, as to the several classes of securities
of the debtor or of such corporation possessing
voting power, for the fair and equitable dis-
tribution of such power among such classes, in-
cluding, in the case of any class of stock having
a preference over other stock with respect to
dividends, adequate provisions for the election
of directors representing such preferred class in
the event of default in the payment of such
dividends; and

(b) (1) provisions which are fair and equita-
ble and in accordance with sound business and
accounting practice, with respect to the terms,
position, rights, and privileges of the several
classes of securities of the debtor or of such
corporation, including, without limiting the gen-
erality of the foregoing, provisions with respect
to the issuance, acquisition, purchase, retire-
ment or redemption of any such securities, and
the declaration and payment of dividends
thereon; and (2) in the case of a debtor whose
indebtedness, liquidated as to amount and not
contingent as to liability, is $250,000 or over,
provisions with respect to the making, not less
than once annually, of periodic reports to secu-
rity holders which shail include profit and loss
statements and balance sheets prepared in ac-
cordance with sound business and accounting
practice;

(13) may include provisions for the settlement
or adjustment of claims belonging to the debtor
or to the estate; and shall provide, as to such
claims not settled or adjusted in the plan, for
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their retention and enforcement by the trustee or,
if the debtor has been continued in possession,
by an examiner appointed for that purpose; and
(14) may include any other appropriate pro-
visions not inconsistent with the provisions of this
chapter.
(July 1, 1898, ch. 541, § 216, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 895.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act Juue 23, 1938,
known as the Chandler Act, sece note under section 1 of

this title.
PRrIOR PROVISIONS

Par. (1) was from clauses (1) and (2) of the first
sentence of former section 207 (b) of this title.

Par. (2) was from part of clause (10) of the first
sentence of former section 207 (b) of this title.

Par. (3) was from clause (3) of the first sentence
of former section 207 (b) of this title.

Par. (4) was from clause (8) of the first sentence
of former section 207 (b) of this titie.

2ar, (6) was from clause (8) of the first sentence
of former section 207 (b) of this title.

Par. (8) was from clause (7) of the flrst sentence
of former section 207 (b) of this title.

Par. (7) was from clause (5) of the first sentence
of former section 207 (b) of this title.

Par. (8) was from clause (4) of the flrst scntence
of former section 207 (b) of this title.

Par. (10) was from eclause () of the first sentence
of former section 207 (b) of this title.

Par. (14) was from part of clause (10) of the first
sentence of former section 207 (b) of this title.

Cross REFERENCES

Compensation and allowances, general provisions, see
section 641 et seq. of this title.

Rejection of executory contracts as breach thereof, see
section 103 of this title.

GECTION REFERRFD TO IN OTHER SECTIONS

This section 1s referred to in sections 574, 579 of this
title.

SUBCHAPTER XI—CONFIRMATION AND
CONSUMMATION OF PLAN

§ 621. Confirmation by court.
The judge shall confirm a plan if satisfled that—

(1) the provisions of subchapters VII and X of
this chapter and section 599 of this title have
been complied with;

(2) the plan is fair and equitable, and feasible;

(3) the proposal of the plan and its acceptance
are in good faith and have not been made or pro-
cured by means or promises forbidden by this
title;

(4) all payments made or promised by the
debtor or by a corporation issuing securities or
acquiring property under the plan or by any other
person, for services and for costs and expenses
in, or in connection with, the proceeding or in
connection with the plan and incident to the
reorganization, have been fully disclosed to the
judge and are reasonable or, if to be fixed after
confirmation of the plan, will be subject to the
approval of the judge; and

(5) the identity, qualifications, and affiliations
of the pavsons who are to be directors or officers,
or voting trustees, if any, upon the consummation
of the plan, have been fully discloszed, and that
the appointment of such persons to such offices, or
their continuance therein, is equitable, compatible
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with the interests of the creditors and stockhold-
ers and consistent with public policy.
(July 1, 1898, ch. 541, § 221, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 897.)

EFFECTIVF. DATE AND CONBTRUCTION

Effective dete and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Prior PROVISIONS

Par. (1) was from clauses (2), (3), and (4) of the
first sentence of former section 207 (f) of this title.

Par, (2) was from clause (1) of the first sentence
of former section 207 (f) of this title.

Par. (3) was from clause (6) of the first sentence
of former scction 207 (f) of this title.

Par. (4) was from clause (5) of the first sentence
of former section 207 (f) of this title,

CROSS REFERENCES
Acceptance of plan—
Altered or modified plan, see sections 622 and 623 of
this title.
Form and manner, see section 579 of this title.
Good faith, disqualification of votes in ahsence, see
scction 603 of this title.
Time for acceptance, see scction 574 of thls title.
United States as ereditor, see section 599 of this title.
Application of internal revenue faws to issuance, trans-
fer or exchange of sccurities, or to conveyances to ef-
fectuate pian of reorganization, see section 4382 of Title
26, Internal Revenue Code.
Approval of plan by judge, see section 574 of this
title.
Compensation and allowances, general provisions, see
section 641 et seq. of this title.
Executory contracts—
Court, power to reject, see sectlon 516 of thls tltle.
Rejected holder of, as creditor, see section 602 of this
title.
Hearing for confirmation of plan, sce section 579 of this
title.

§ 622, Alteration or modification of plan.

A plan may be altered or modificd, with the
approval of the judge, after its submission for ac-
ceptance and before or after its confirmation if, in
the oplnicn of the judge, the alteration or modifi-
cation does not materially and adversely affect the
interests of creditors or stockholders. If the judge
finds that the proposed alteration or mcdification,
filed with his approval, does materially and adversely
affect the interests of creditors or stockholders, he
shall fix a hearing for the consideration, and a
subsequent time for the acceptance or rejection, of
such alteration or miodification. The requirements
in regard to notice of hearing, to submission to the
Securities and Exchange Commission, to acceptance,
to filing and hearing of objections to confirmation
and to the confirmation, as prescribed in subchapter
VII of this chapter in regard to the plan proposed
to be altered or modified, shall be complied with.
(July 1, 1898, ch, 541, § 222, as added June 22, 1938.
ch. 575, § 1, 52 Stat. 898.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22. 1938,
known as the Chandler Act, see note under section 1 of
this tltle.

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Se-
curities and Exchange Commission were, with certaln
exceptions, transferred to the Chairman of such Commis-
sion, with authority vested in hlm to authorlze thelr
performance, by any officer, employee, or administrative
unlt under hls jurisdiction, by 1950 Reorg. Plan No, 10,
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§§1, 2, effl. May 24, 1950, 15 F. R, 3175, 64 Stat. 1265, set
out in the Appendix to Title 5, Governme.t Organlzation
and Employees.
PrIOR PROVISIONS
This section was from part of the second sentence of
former section 207 (f) of this title.
Cross REFERENCES

Acceptance of plan generally, see sectlon 579 of this
title.

§623. Same; acceptance by creditors and stockholders.

Any creditor or stockholder who has previously
accepted the plan proposed to be altered or modified
and who does not file a written rejection of the
proposed alteration or modification within the time
fixed by the judge, shall be deemed to have accepted
the alteration or modification and the plan so altered
or modified unless the previous acceptance provides
otherwise. (July 1, 1898, ch. 541, § 223, as added
June 22, 1938, ch. §75, § 1, 52 Stat, 898.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Prior ProvisIONS

This section was from part of the second sentence of
formner section 207 (f) of this title.
CRross REFERENCES

Acceptance of plan gencrally, sce section 579 of this
title.

§624. Effect of confirmation.
Upon confirmation of a pian—

(1) the plan and its provisions shall be binding
upon the debtor, upon every other corporation
issuing securities or acquiring property under the
plan, and upon all creditors and stockholders,
whether or not such creditors and stockholders
are affected by the plan or have accepted it or
have filed proofs of their claims or interests and
whether or not their claims or interests have been
scheduled or allowed or are allowable;

(2) the debtor and every other corporation
organized or to be organized for the purpose of
carrying out the plan shall comply with the pro-
visions of the plan and with all orders of the court
relative thereto and shall take all action necessary
to carry out the plan, including, in the case of a
public-utility corporation, the procuring of au-
thorizatlon, approval, or consent of each commis-
sion having regulatory jurisdiction over the debtor
or such other corporation;

(3) if the judge shall so direct, there shall be
deposited and distributed, in such manner as the
judge may direct, the moneys for all payments
which by the provisions of the plan or under this
chapter are required to be made in each; and

(4) distribution shall be made, in accordance
with the provisions of the plan, to creditors and
stockholders (a) proofs of whose claims or stock
have been filed prior to the date fixed by the judge
and are allowed, or (b) if not so filed, whuse claims
or stock have been listed by the trustee or sched-
uled by the debter in possession and are not con-
tingent, unliquidated or disputed.

(July 1, 1898, ch. 541, § 224, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 898, and amended July 7, 1952,
ch. 579, § 25, 66 Stat. 430.)
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AMFNDMENTS

1052—Par. (4). Act July 7, 1952, substituted “and are
not contingent, unliquidated or disputed” for *as fixed
claims or stock, lHiquidated In amount and not disputed”.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment of section effective three months after

July 7, 1952, see note under section 1 of this title.
EfrECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938
known as the Chandler Act, see note under section 1 of
this title.

PRrIOR PROVISIONS

Par. (1) was from former section 207 (g) of this title.
Par. (2) was from part of former section 207 () of this
title.
CROSS REFERENCES

Creditors, surrender, etc., of claims, see section 604 of
this title.
SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sectlons 604, 625, 629 of
this title.

§ 625. Obicctions to distribution,

Where the claims or stock specified in paragraph
(4), clause (b), of section 624 of this title are ob-
jected to by any party in interest, the objection shalt
be heard and summarily deterinined by the court.
(July 1, 1898, ch. 541, § 225, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 898.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938
known as the Chandler Act, see note under sectlon 1 of
this title.

§ 626. Property to be free of claims; exceptions.

The property dealt with by the plan, when trans-
ferred by the trustee to the debtor or other corpo-
ration or corporations provided for by the plan, or
when transferred by the debtor in possession to
such other corporation or corporations, or when re-
tained by the debtor in possession, as the case may be.
shall be free and clear of all claims and interests of
the debtor, creditors, and stockholders, except such
claims and interests as may otherwise be provided for
in the plan or in the order confirming the plan or in
the order directing or authorizing the transfer or
retention of such property. (July 1, 1898, ch, 541.
§ 226, as added June 22, 1938, ch. 575, §1, 52 Stat

898.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Prior PrOVISIONS

This section was from part of the first sentence of for-
mer section 207 (h) of this title,

§ 627.tExecution of instruments, satisfaction of liens,
ctc.

The court may direct the debtor, its trustee, any
mortgagees, indenture trustees, and other necessary
parties to execute and deliver or to join in the execu-
tion and delivery of such instruments as may be req-
uisite to effect a retention or transfer of property
dealt with by a plan which has been confirmed, and
to perform such other acts, including the satisfaction
of liens. as the court may deem necessary for the con-
summation of the plan. (July 1, 1898, ch. 541, § 227,
as added June 22, 1938, ch. 575, § 1, 52 Stat. 899.)
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22. 1838.
known as the Chandler Act, see note under section 1 of
this tltle.

Prior PROVISIONS

This section was from part of the first sentence of for-
mer section 207 (h) of this title,

§ 628. Final decree on consummation of plan.

Upon the consummation of the plan, the judge
shall enter a final decree—

(1) discharging the debtor from all its debts
and labilities and terminating all rights and
interests of stockholders of the debtor, except as
provided in the plan or in the order confirming
the plan or in the order directing or authorizing
the transfer or retention of property;

(2) discharging the trustee, if any;

(3) making such provisions by way of injunc-
tion or otherwise as may be equitable; and

(4) closing the estate.

(July 1, 1898, ch. 541, § 228, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 899.)

EFrrecTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938.
known as the Chandler Act, see note under section 1 of

this title,
Prior PROVISIONS

This sectlon was from the second and third sentences of
former section 207 (h) of this title,

§629. Acts deemed consummating plan; order declar-
ing consummation; substantial alteration or modi-
fication,

(a) A plan shall be deemed to have been substan-
tially consummated {f, insofar as applicable, each of
the following events has occurred:

(1) transfer, sale or other disposition of all or
substantially all of the property dealt with by the
plan pursuant to the provisions of the plan;

(2) assumption of operation of the business
and management of all or substantially all of
the property dealt with by the plan by the debtor
or by the corporation used for the purpose of
carrying out the plan; and

(3) commencement of the distribution to
creditors and stockholders, affected by the plan.
of the cash and securities specified in the plan
as provided for in section 624 of this title.

(b) Upon notice to the trustee, the debtor, the
Securities and Exchange Commission and such other
persons as the judge may designate, the trustee, the
debtor in possession, the corporation to which the
assets of the debtor are to be transferred under the
plan, or any other party in interest may apply to
the judge for an order declaring the plan to have
been substantially consummated under the pro-
visions of subdivision (a) of this section.

(c) When a plan has been substantially consum-
mated as defined in subdivision (a) of this section,
or an order has been entered under subdivision (b)
of this section, the plan may not thereafter be
altered or modified if the proposed alteration or
modification materially and adversely affects the
participation provided for any class of ereditors or
stockholders by the plan. (July 1, 1898, ch. 541,
§ 229, as added July 7, 1952, ch. 579, § 26, 66 Stat.
431,)
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EFFECTIVE DATE

Section effective three months after July 7,
sce note under section 1 of this title,

1952,

TRANSFER OF FUNCTIONS

Al executive and administrative functions of the
Securities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Commis-
ston, with aw iority vested in him to authorize their
performance, by any officer, employee or administrative
unit under his jurisdiction, by 1950 Reorg. Plan No. 10.
§§ 1, 2, eff, May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set
out in the Appendix to Title 5, Government Organization
and Employees,

SUBCHAPTER XII.-DISMISSALS AND
ADJUDICATIONS

§636. Failure to effectuate plan or consummation,

1f no plan is proposed within the time fixed or
extended by the judge, or if no plan proposed is
approved by the judge and no further time is granted
for the proposal of a plan, or if no plan approved
by the judge is accepted within the time fixed or
extended by the judge, or if confirmation of the plan
is refused, or if a confirmed plan is not consummated,
the judge shall—
(1) where the petition was filed under section
527 of this titie, enter an order dismissing the pro-
ceeding under this chapter and directing that the
bankruptcy be proceeded with pursuant to the
provisions of this title; or
(2) where the petition was filed under section
528 of this titie, after hearing upon notice to the
debtor, stockholders, creditors, indenture trustees,
and such other persons as the judge may desig-
nate, enter an order cither adjudging the debtor
a bankrupt and directing that bankruptcy be pro-
cceded with pursuant to the provisions of this
title, or dismissing the proceeding under this
chapter, as in the opinion of the judge may be
in the interests of the creditors and stockholders.
(July 1, 1898, ch. 541, § 236, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 899.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PR1oR ProOVISIONS

Somewhat slmlilar provislons were contained in former
section 207 (¢) (8) and (k) of this title,

§ 637. Dismissal of original petition; discharge of
trustee and closing of estate.

Upon the dismissal of a proceeding under this
chapter, where the petition was filed under section
528 of this titie, the judge shall enter a final decree
discharging the trustee, if any, and closing the estate,
except as otherwise provided by section 659 of this
title. (July 1, 1898, ch. 541, § 237, as added June 22,
1938, ch. 575, § 1, 52 Stat. 899.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction cf act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PR10R PROVISIONS

This section was from former section 207 (c) (8) of this
titte.
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§638. Procedure upon order directing that bankruotcy
be proceeded with.

(a) Reinstatement of bankruptcy proceeding; trustee;
filing of separate debt schedule; tax claims; prov-
able claims; date for first meeting of creditors;
disallowance of untimely claims.

Upon the entry of an order directing that bank-
ruptcy be proceeded with—

(1) where the petition was filed under section
527 of this title, the bankruptcy proceeding shall
be deemed reinstated and shall thereafter be con-
ducted, so far as possible, as if the petitlon under
this chapter had not been filed; or where the pe-
tition was filed under section 528 of this title, the
proceeding shali thereafter be conducted so far
as possible, in the same manner and with lke
effect as if an involuntary petitlon for adjudica-
tlon had been filed at the time when the petition
under this chapter was filed, and a decree of ad-
judlcation had been entered at the time when the
petltlon under this chapter was approved;

(2) a trustee shall be elected or appointed pur-
suant to section 72 of this title and shall super-
sede any trustee prevlously appointed;

(3) a separate schedule listing unpaid obliga-
tions Incurred after the filing of the petition under
this chapter, including the amounts owing, the
creditors’ names, and their addresses or places of
business, and a statement of all contracts, execu-
tory in whole or In part, assumed or entered into
after the filing of the potition, shall be filed with
the court within thirty days after the entry of
such order or wlthin such further time as the
court may allow; such schedule and statement
shall be filed by the debtor for any obligations In-
curred and contracts assumed or entered into by
it whiie continued in possession and before the
qualification of a receiver or trustee, 1{ any, un-
der this chapter, and if a recelver or trustee has
qualified, the schedule and statemcnt shall be
filed by such receiver or trustee for any obligations
incurred and contracts assumed or entered into by
him; and

(4) except as otherwise provlded in this section,
only claims for taxes due the United States or any
State or any subdivision thereof at the time of
filing of the original petition under this title and
such claims as are provable under section 103 of
this title shall be aliowed; and, as to any such
claims not already duly filed, where the petition
was filed under section 527 of this title and an
order setting the first date for the first meeting of
creditors was made before the filing of such pe-
tition, the date of mailing of notice to creditors
of the entry of the order directing that bank-
ruptey be proceeded with shall, for the purpose
of subdivision (n) of section 93 of this title, be
deemed to be the first date set for the first meet-
ing of creditors; but if the time for filing claims in
8 pending bankruptcy proceeding had expired
prior to the filing of a petition under this chap-
ter, claims not filed within the time prescribed or
as permitted by subdivision (n) of section 93 of
this title, shall not be allowed in the reinstated
bankruptey proceeding.
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(b) Executory contracts; rejection.

Any contract which is entered into or assumed by
a debtor in possession, recelver, or trustee in a pro-
ceeding under this chapter and which is executory
in whole or in part at the time of the entry of an
order directing that bankruptcy be proceeded with
shall be deemed to be rejected unless expressly
assumed within sixty days after the entry of such
order or the qualification of the trustee in bank-
ruptcy, whichever is the later, but the court may
for cause shown extend or reduce the time. When a
contract entered into or assumed in a superseded
proceeding is rejected, the resulting llability shall
constitute a cost of administration of the superseded
proceeding.

(¢) Filing of claims,

Upon the filing of the schedule and statement re-
quired by subdlvision (a) of this section, the court
shall make an order directing the claims against the
debtor in possession, receiver, or trustee, including
all claims of the United States, any State, or any
subdivision thereof, to be filed, and the holders of
such claims to be notifled to file their claims within
slxty days from the date of the order. The court
shall designate the form and manner in which the
notice shall be given. Notwlthstanding the fore-
going, claims not duly scheduled as provided in sub-
division (a) of this section and claims arising from
rejection of executory contracts under subdivision
(b) of this section may be flled within such further
time as the court may direct. Except as otherwise
provided in thls section, claims against the debtor
in possession, receiver, or trustee shall be proved and
filed in the nianner provided in section 93 of this
title.

(d) Disallowance of untimely claims; surplus.

Claims directed to be flled under subdivision (c¢)
of this section but not flled within the time therein
provided shall not be allowed and shall be barred,
and the debtor In possession, receiver, or trustee shall
be forever discharged from any llability with respect
to such claims, When all claims which have been
duly allowed have been paid in full, claims directed
to be flled but not flled within the time prescribed
pursuant to subdivision (c¢) and clalms not allowable
under paragraph (4) of subdivision (a) of this sec-
tlon because not flled within the time prescribed
therein may nevertheless be filed within such time
as the court may fl:: or for cause shown extend and,
if duly proved, shall be allowed against any surplus
remaining in such case, (July 1, 1898, ch. 541, § 238,
as added June 22, 1938, ch. 575, § 1, 52 Stat. 899, and
amended, July 7, 1852, ch. 579, § 27, 66 Stat. 431;
Nov. 28, 1967, Pub, L. 90-157, § 2, 81 Stat. 512.)

AMENDMENTS

1967—Subd. (a). Pub, L. 20-157 designated existing
provisions as subd, (a), provided for election of trustees
In par. (2), added par. (3), redesignated former par. (3)
as (4), inserted therein the phrase "cxcept ay otherwise
provided In this section,” and deleted "and owing to"
preceding *'the United States".

Bubds. (b)-(d). Pub. L. 80-157 added suhds, (b)-(d).

1862—Par. (3), Act July 7, 1852, permitted clalms
to be filed within six months rather than three
months when bankruptcy ensues upon the fallure of
the plan and to makc claims for taxes recelve parallel
treatment.
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EFFECTIVE DATE OF 1952 AMENDMENT
Amendment of section effective three months after
July 7, 1852, see note under section 1 of this tltle.
EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and constructlon of act June 23, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Prior Provisions

Somewhat similar provisions were contained in former
section 207 (¢) (8) and (k) of this title.
SECTION REFERRED TO IN OTHER SECTIONS
This section 1s referred to in section 104 of this title.

SUBCHAPTER XIII—COMPENSATION AND
ALLOWANCES

CROSS REFERENCES

Confirmation of plan, reasonableness of allowances as
prerequisite, see section 621 of this title.

Plan, provisions for payment of compensation and
allowances, see section 616 of this {itle.

Prior proceedings, allowance of costs and expenses in,
see section 658 of tnis title.

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

Thls subchapter is referred to in section 659 of this title.

§ 611, Petitioning creditors; court oflicers; attorneys
therefor.

The judge may allow reimbursement for proper
costs and expenses incurred by the petitioning cred-
itors and reasonable compensation for services ren-
dered and relinbursement for proper costs and
expenses incurred in a proceeding under this
chapter—

(1) by a referee;

(2) by a special master;

(3) by the trustee and other officers, and the

attorneys for any of them;

(4) by the attorney for the debtor; and

(5) by the attorney for the petitioning creditors.
Such compensation of referces and trustees shall
not be governed by sections 68 and 76 of this title.
(July 1, 1898, ch. 541, § 241, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 900.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 232, 1938,
known as the Chandler Act, see note under section 1 nf
this title.

PrIor PrOVISIONS

This section was from part of clause (9) of the first sen-
tence of former section 207 (c) of this title,

§ 642, Representatives and other parties in interest;
attorneys therefor.

The judge may allow reasonable compensation for
services rendered and reimbursement for proper
costs and expenses incurred In connection with the
administration of an estate in a proceeding under
this chapter or in connection with a plan approved
by the judge, whether or not accepted by creditors
and stockholders or finally confirmed by the judge—

(1) by Indenture trustecs, depositaries, reor-
ganization managers, and committees or repre-
sentatives of credltors or stockholders;

(2) by any other parties in Interest except the

Securities and Exchange Commission; and

(3) by the attorneys or agents for any of the
foregoing except the Securitles and Exchange

Commission,

(July 1, 1898, ch. 541, § 242, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 900.)
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EFFECTIVE DATE AND CONSTRUCTION

Effective dante and constructlon of act June 22, 1838,
known as the Chandler Act, see note under section 1 of
this tltle.

TRANSFER OF FUNCTIONS

All executlve and administratlve functions of the
Securitics and Exchange Commission were, with certain
exceptions, transferred to the Chalrman of such Com-
mission, with authority vested in him to authorize
thelr perforinance by any officer, employee, or adminis-
tratlve unit under his jurlsdiction, by 1850 Reorg. Plan
No. 10, §§ 1, 2, eff, May 24, 1950, 156 F. R. 3175, 64 Stat. 1265,
set out in the Appendlx to Tltle 5, Government Organi-
zatlon and Employces.

PRr1OR PROVISIONS

This section was from part of clause (9) of the first
sentence of former section 207 (c) of this title,

§ 613. Cieditors and stockholders; attorneys therefor.

The judge may ailow reasonable compensation for
services rendered and reimbursement for proper costs
and expenses incurred by creditors and stockholders
and the attorneys for any of them, in connection
with the submission by them of suggestions for a plan
or of proposals in the form of plans, or in connection
with objections by them to the confirmation of a
plan, or in connecction with the administration of
the estate. In fixlng any such allowances, the judgc
shall give consideration only to the services which
contributed to the plan confirmed or to the refusal
of confirmation of a plan, or which were beneflcial
in the administration of the estate, and to the proper
costs and expenses incidental thereto. (July 1, 1898
ch, 541, § 243, as added June 22, 1938, ch. 575, § 1,
52 Stat. 900.)

ErFrECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this tltle.

Prior Provisions

This section was {rom part of clause (9) of the first sen-
tence of former sectlon 207 (c¢) of thils title.

§ 644. Petition filed
ceeding.

Where a petition is filed under sectlon 527 of
this title, the judge may allow, if not already
allowed, reasonable compensation for services ren-
dered and reimbursement for proper costs and
expenses incurred in the pending bankruptcy pro-
ceeding—

(1) by a marshal, receiver, or trustee, as pro-
vided in subdivision (g) of section 76 of this title,
and the attorneys for any of them;

(2) by the attorney for the
creditors;

(3) by the attorney for the bankrupt; and

(4) by any other persons and the attorneys for
any of them entitled under this title to compensa-
tion or reimbursement in such bankruptcy pro-
ceeding,

(July 1, 1898, ch. 541, § 244, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 900.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and constructlon of act June 22 1938.

known as the Chandler Act, see note under sectlon 1 of
this title.

in pending bankruptcy pro-

petitioning

PRrIOR PROVISIONS
Provislons on this subject were contained in former scc-
tlon 207 (1) of this title.

TITLE 11.—BANKRUPTCY

§ 647

CROSS REFERENCES

Prior proccedlings, allowance of costs and expenses in,
sce sectlon G658 of this title,

§ 645. Same; referee in bankruptcy.

Where a petition is filed in a pending bankruptcy
proceeding, the judge may allow reasonable com-
pensation for services rendered and the proper costs
and expenses incurred in such bankruptcy proceed-
Ing by a referce in bankruptcy. In fixing such
compensation, the judege shall not be restricted Ly
the provisions of section 68 of this title. (July 1,
1898, ch, 541, § 245, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 9010

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under sectlon 1 of
this title.

PRIOR PROVISIONS

Provislons on this subject were contalned 1 former sec-
tlon 207 (1) of this title.
CROsS REFERENCES

Prlor proceedlugs, allowance of costs and expeunses In,
sce section 658 of this tltle.

8 616. Dismissal of
bhankruptcy.

Upon the dismissal of a proceeding under this
chapter, or the entry of an order adjudging the debtor
a bankrupt, the judge may allow reasonable compen-
sation for services rendered and reimbursement for
proper costs and expenses incurred in such proceed-
ing prior to such dismissal or order of adjudication
by any persons entitled thereto, as provided in this
chapter, and shall make provision for the payment
thereof, and for the payment of all proper costs and
expenses incurred by officers in such proceedings.
(July 1, 1898, ¢h. 541, § 246, as added June 22, 1938,
eh. 575, § 1,52 Stat. 901.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

proceeding or adjudication of

PRr1OR PROVISIONS

Provisions on this subject were contained In former
section 207 (1) of thls title,

CROSs REFERENCES

Dismissal of proceedlng and reinstatement of bank-
ruptcy, see section 648 of this title.

§ 647. Heaving of applications.

The judge shall ix a time of hearing for the con-
sideration of applications for allowances, of which
hearing notice shall be given to the applicants, the
trustee, the debtor, the creditors, stockholders,
indenture trustees, the Securities and Exchange
Commission, and such other persons as the judge
may designate, except that notice need not be given
to any class of creditors or stockholders which does
not participate under the plan as confirmed by the
court from which no appeal is pending and the time
allowed for appeal has expired. In the case of allow-
ances for services and reimbursement in a super-
seded bankruptcy proceeding, notice need be given
only to the applicants, the debtor, the trustee, and
the unsecured creditors, and may be given to such
other classes of creditors or other persons as the
judge may designate. In the case of the dismissal of
a proceeding under this chapter and the entry of an
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order therein directing that bankruptcy be pro-
ceeded with, notice of the hearing to consider allow-
ances need not be given to stockholders. (July
1, 1898, ch. 541, § 247, as added June 22, 1938, ch.
575, §1, 52 Stat. 901, and amended Sept. 25, 1962,
Pub. L. 87-681, § 13, 76 Stat. 574.)

AMENDMENTS

1962—Pub. L. 87-681 provided thet notice need not be
given to any class of creditors or stockholders which
does not participate under the plan as confirmed by the
court from which no appeal is pending and the time
allowed for appeal has expired.

EFFeCTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 23, 1938,
known as the Chandler Act, see note under section 1 of
this title.

TRANSFER OF FPUNCTIONS

All executive and administrative functions of the
Securities and Exchange Cominission were, with certain
exceptlons, transferred to the Chalrman of such Com-
mission, with authority vested in him to authocize
their performance by any officer, employee, or adminis-
trative unit under his jurisdiction, by 1850 Reorg. Plan
No. 10, §§ 1, 2, eff. Mav 24, 1950, 15 F. R. 3175, 64 Stat.
1265, set out in the Appendix to Title 5, Government Or-
ganization and Employees.

PRIOR PROVISIONS

This section was from former section 207 (¢) (7) of
this title.

§ 648. Dismissal of proceeding and reinstatement of
hankruptcy; charging of allowances in bank-
ruptcy.

In the case of the dismissal of a proceeding under
this chapter and the entry of an order therein direct-
ing that a superseded bankruptcy be proceeded with,
the compensation allowed by the judge, in the course
of the proceeding under this chapter, to the referee,
marshal, receiver, or trustee in the bankiuptcy pro-
ceeding for services rendered by them {n such bank-
ruptcy proceeding shall be deemed to have been
allowed in such bankruptcy proceeding, and such
compensation shall be considered in connection with
the making of future allowances therein or shall be
readjusted, so as to comply with the provisions of this
title fixing their compensation in a bankruptcy pro-
ceeding. (July 1, 1898, ch. 541, § 248, as added June
22, 1938, ch. 575, § 1, 52 Stat. 901.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

CROSS REFERENCES

Dismissal of proceeding or adjudication of bankruptey,
see section 646 of thls title.

§ 649. Statement of claims or stock acquired or
transferred alter commencement of proceeding.

Any persons seeking compensation for services
rendered or reimbursement for costs and expenses
incurred in a proceeding under this chapter shall file
with the court a statement under oath showing the
claims against, or stock of, the debtor, {f any, in which
a beneficial interest, direct or indirect. has been ac-
quired or transferred by him or for his account, after
the commencement of such proceeding. No com-
pensation or reimbursement shall be allowed to any
committee or attorney, or other person acting in the
proceedings In a representative or fiduciary capacity
who at any time after assuming to act in such capac-
ity has purchased or sold such claims or stock, o1 by
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whom or for whose account such claims or stock have,
without the prior consent or subsequent approval of
the judge, been otherwise acquired or transferred.
(July 1. 1898. ch. 541. § 249, as added June 22, 1938,
ch, 575, § 1, 562 Stat. 901.)

ErrecTive DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938.
known as the Chandler Act, see note under section 1 of
this title.

+§ 650. Appeals.

Appeals may be taken in matters of law or fact
from orders making or refusing to make aliowances
of compensation or reimbursement, and may, in the
manner and within the time provided for appeals by
this title, be taken to and allowed by the court of
appeals Independently of other appeals in the pro-
ceeding, and shali be summarily heard upon the
original papers. (July 1, 1898, ch. 541, § 250, as
added June 22, 1938, ch 575, § 1, 52 Stat. 901, and
amended June 25, 1948. ¢h. 646, § 32 (a), 62 Stat.
991; May 24, 1949, ¢h. 139, § 127, 63 Stat. 107.)

CHANGE (F NAME
Act June 25, 1948, eff, 8ept. 1, 1948, as amended by act
May 24, 1949, substituted “"court of appeals"” for “circuit
court of appeais”.
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRrIOR PROVISIONS

This section was from part of clause (9) of the first
sentence of former section 207 (c) of this title,
CROSS REFERENCES
Appeals generally, see section 521 of this title.

SUBCHAPTER XIV.—PRIOR PROCEEDINGS

§ 656. Right to petition for reorganization during
pendency of prior proceedings.

A petition may be filed under this chapter not-
withstanding the pendency of a prior mortgage fore-
ciosure, equity, or other proceeding in a court of the
United States or of any State in which a receiver
or trustee of all or any part of the property of a
debtor has been appointed or for whose appointment
anapplication has been made. (July 1, 1898, ch. 541,
§ 256, as added June 22, 1938, ch. 575, § 1, 52 Stat.
902.)

ErrecTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

CROSS REFERENCES

Bankruptey pending, filing petition, see section 537
of this title.

§637. Trustee or debtor in possession vested with
rights of prior fiduciary.

The trustee appointed under this chapter, upon his
qualification, or if a debtor is continued in posses-
sion, the debtor, shail become vested with the rights,
if any, of such prior receiver or trustee in such prop-
erty and with the right to the immediate possession
thereof. The trustee or debtor i{n possession shall
also have the right to immediate possession of all
property of the debtor in the possession of a trustee
under a trust dzed or a mortgagee under a mortgage,
(July 1, 1898, ch. 541, § 257, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 902.)
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22 1038
known as the Chandler Act, see hote under section 1 of
this titte.

Prior PRrovisioNs

This section was from part of the first sentence of
former section 207 (1) of this title.

§658. Protection of ebligations of prior fiduciary;
payment of costs and expenses.

The judge shall make such provision as may he
equitable for the protection of the obligations in-
curred by a receiver or trustee in such prior pro-
cecding and for the payment of the reasonable costs
and cxpenses incurred therein as may be allowed
by the judge. (July 1, 1898, ch. 541, § 258, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 902.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act Junc 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

This section was frum part of former section 207 (1) of
this title.
CroSs REFERENCES

Bankruptcy, compensation and allowances when super-
seded by reorganization, see sections 644 and 645 of this
title,

§ 659. Reinstatement of prior proceeding on dismissal
of reorganization; reorganization allowances and
obligations.

Upon a dismissal of a proceeding under this chap-
ter, such prior proceeding shall hecome reinstated,
and the judge shall allow the reasonable costs and
expenses under this chapter, inclnding the allow-
ances provided for in subchapter XIII of this
chapter, and shall make appropriate provision for
the retransfer of such property to the person or
persons entitled thereto upon such terms as may be
cquitable for the protection of the obligations
incurred in the proceedings under this chapter by
the trustee or debtor in possession, and for the pay-
ment of the costs and expenses of the proceedings.
(July 1, 1898, ch, 541, § 259, as added June 22, 1933
ch, 6575, § 1, 52 Stat, 902

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22. 1938,
known as the Chandler Act, see note under section 1 of
this title.

Prior ProvISIONS

This sectlon was from part of the second sentence of
former sectlon 207 (1) of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This sectlon 1s referred to In section 637 of this title.

SUBCHAPTER XV,—GENERAL PROVISIONS

§ 661. Suspension of statutes of limitation, etc.

All statutes of limitation affecting claims and
interests provable under this chapter and the run-
ning of all periods of time prescribed by this title
in respect to the commission of acts of bankruptey,
the recovery of preferences, and the avoidance of
liens and transfers shall be suspended while a pro-
ceeding under this chapter is pending and until it is
finally dismissed. (July 1, 1898, ch. 541, § 261, as
added June 22, 1933, ch. 575, § 1, 52 Stat. 902.)

TITLE 11.—-BANKRUPTCY

§ 664

EFFrcTIVE DATE AND CONSTRUCTION

Effective date and coi struction of act June 22 1938,
known as the Chandler Act, sce note under section 1 of
this title.

Prior Provisions

This rection was from the last sentence of former sec-
tlon 207 (b) of this title.

§ 662. Petition as act of bankruptcy if dismissed.

If a proceeding under this chapter shall be dis-
mussed, the filing of the petition shall not constitute
an act of bankruptcy by the debtor. (July 1, 1898
ch, 541, § 262, as added June 22, 1938, ch. 575, § 1,
52 Stat 902)

EFFecTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

This sectlon was from part of former section 207 (a) of
this titic.

§ 663. Tnapplicability to National [lousing Act insured
mortgage,

Nothing contained in this chapter shall be deemed
to affect or apply to the creditors of any corpora-
tion under a mortgage insured pursuant to the
National Housing Act and Acts amendatory thereof
and supplementary thereto, Nothing contained in
this chapter shall be deemed to affect or apply to
the creditors of any corporation under a mortgage
insured pursuant to title XTI of the National Housing
Act. (July 1, 1898, ch. 541, § 263, as added June 22,
1938, ch. 575, § 1, 52 Stat, 902, and amended Nov. 3,
1966, Pub, L, 89-754, title V, § 504(c), 80 Stat. 1278,)

REFERENCES IN TEXT

The National Housing Act, referred to in the text, is
classified principally to chapter 13 of Title 12, Banks and
Banking.

Title XI of the National Housing Act, referred to In
the text, is classified to subchapter IX-B of chapter 13
(section 1749ana et seq.) of Title 12, Banks and Banking.

AMENDMENTS

1966—Pub. L. 89-754 provided for inapplication of chap-
ter to creditors of corporation under a mortgage Insured
pursuant to provsions relating to mortgage Insurance for
group practice facliities.

EFFECTIVE DATE AND CONSTRUCTION

Effecctlve date and construction of act June 22, 1938,
known as the Chandler Act, sce note under section 1 of
this title.

Prior PROVISIONS

This section was from part of former section 207 (n) of
this title.

§ 664. Unregistered securities; use of mails and inter-
state commerce.
(a) The provisions of section 77e of Title 15 shall
not apply to—
(1) any security issued by the receiver, trustee,
or debtor in possession pursuant to paragraph (2)
of section 516 of this title; or
(2) any transaction in any security issued pur-
suant to a plan in exchange for securities of or
claims against the debtor or partly in such ex-
change and partly for cash and/or property, or
issued upon exercise of any right to subscribe or
conversion privilege so issued, exccpt (a) trans-
actions by an issuer or an underwriter in connec-
tion with a distribution otherwise than pursuant
to the plan, and (b) transactions by a dealer as to
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securities constituting the whole or a part of an

unsold allotment to or subscription by such dealer

as a participant in a distribution of such securi-
ties by the issuer or by or through an under-
writer otherwise than pursuant to the plan.

(b) As used in this section, the terms “security”,
“issuer”, “underwriter”, and “dealer” shall have the
meanings provided in section 77b of Title 15. (July
1, 1898, ch. 541, § 264, as added June 22, 1938, ch. 5§75,

§ 1, 52 Stat. 902.)
CODIFICATION

Definition of “Securities Act of 1833" has been omitted
at the end of subd. (b) of this sectlon as unnecessary
in view of translations in text to Title 15, Commerce and
Trade.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Pr1oR PROVISIONS

Provisions on this subject were contained in the last
sentence of former section 207 (h) of this title.
CRrOSS REFERENCES
Cefinitlons generally, see section 506 et seq. of this
title.

§ 665. Securities and Exchange Commission; notices,
information and assistants.

(a) In addition to the notices elsewhere expressly
provided the Securities and Exchange Commission
shall be given notice of all other steps taken in con-
nection with u proceeding under this chapter. Any
notice which this chapter requires to be given to
the Securities and' Exchange Commission shall be
deemed to have been sufficiently given if it is given
by registered first-class mall, postage prepaid, ad-
dressed to the Securities and Exchange Commission
at Washington, District of Columbia, or at such
other place as the Securities and Exchange Commis-
sion shall designate by written notice filed in the
proceeding and served upon the parties thereto.
The clerk and, in the case of a reference, the
referee after such reference, shall forthwith trens-
mit to the Securities and Exchange Commission
copies of (1) every petition filed under this chapter;
(2) the answers thereto, if any; (3) the orders ap-
proving or dismissing petitions; (4) the orders ap-
pointing trustees or continuing debtors in posses-
sion; (§) the orders determining the time within
which the claims of creditors may be filed and al-
lowed, and the division of creditors and stockholders
into classes according to the nature of thelr respec-
tive clalms and stock; (6) coples of 1 plans, altera-
tions or modifications in plans, and any notices of
hearings on the plans, alterations, or modifications;
(7) the orders approving any plan or plans or al-
terations or modifications in plans; (8) the orders
confirming plans, together with copies of such plans;
(9) all applications for allowances for compensation
and expenses, and the orders making or refusing
to make such allowances; (10) the orders adjudging
debtors to be solvent or insolvent; (11) the orders
directing that bankruptcy be proceeded with, or ad-
Judging the debtors bankrupt and directing that
bankruptcy be proceeded with, or dismissing pro-
ceedings; (12) and such other papers filed in the

1 8o in original,
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proceedings as the Securities and Exchange Com-
mission may request or which the court may direct
be transmitted to it. Coples of the opinions or re-
ports, if any, of the judge, referee, or special master,
with respect to the matters enumerated, shall also
be transmitted to the Securities and Exehange Com-
mission.

(b) The provisions of section 78d (b) of Title 15
shall be applietible with respect to the power of the
Securities and Exchange Commission to appoint and
fix the compensation of such officers, attorneys, ex-
aminers, and other experts, and such other officers
and employees, as may be necessary for cairying
out its functions under this chapter. (July 1, 1898,
ch. 541, § 265, as added June 22, 1938, ch. 575, § 1,
52 Stat. 803, and amended July 7, 1952, ch. 579, § 28
66 Stat. 431; Sept. 25, 1962, Pub. L. 87-681, §§ 14, 15,
76 Stat. 574.)

AMENDMENTS

1962——Subd. (a) (6). Pub, L, 87-681, § 14, incorporated
the provision of former cl, (7) respecting alteration or
modification in plans and provided for notices of hear-
ings on the plans, a.terations, or modifications,

Subd. (a) (7). Pub. L. 87-681, § 15, incorporated the
provision of former cl. (6) respecting orders approving
any plan or plans and eliminated provision for coples
of alterations or modlifications, now incorporated in cl.
(6).

1852—S8ubd. (a) (11). Act July 7, 18562, made it clear
that the *“order” either directs reinstatement of a sus-
pended bankruptcy proceeding or an adjudication in
bankruptcy or a dismissal of proceeding in the case of an
original petition,

EFFECTIVE DATE OF 1952 AMENDMENT
Amendment of sectlon effective thrce months atter
July 7, 19562, sec note under section 1 of this title.
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 23, 1938,
known as the Chandler Act, sce note under section 1 o1
this title.

TRANSFER OF FUNCTIONS

All executive and administrative functions of the
Seccuritles and Exchange Commission were, with certaln
exceptions, transferred to the Chairman of such Com-
mission, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1850 Reorg. Plan No. 10,
§§ 1, 2, eff. May 24, 1950, 15 F, R. 3175, 64 Stat. 1265, set out
in the Appendix to Title 6, Government Organization and
Employces.

SECTION REFERRED TO IN OTHER SECTIONS
This seotion 1s referred to in section 666 of this title,

§ 666. Secretary of Treasury; notices and informa-
tion to.

In addition to the notices elsewhere expressly
provided, the clerk and, in the case of a reference,
the referee, after such reference, shall forthwith
transmit to the Secretary of the Treasury copies
of all petitions, answers, orders, and applications, as
more specifically enumerated in section 665 of this
title, and coplies of such other papers filed in the
proceedings as the Secretary of the Treasury may
request or which the court may direct be transmitted
to him. Coples of the opinions or reports, if any,
of the judge, referee, or special master, with respect
to the matters so enumerated, shall also be trans-
mitted to the Secretary of the Treasury. Any order
fixing the time for confirming a plan which affects
claims or stock of the United States shall include a
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notice to the Secretary of the Treasury of not less
than thirty days. (July 1, 1898, ch. 541, § 266, as
added June 22, 1938, ch. 575, § 1, 52 Stat. 903.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

§ 667. Taxes; exemption from stamp taxes,

The Issuance, transfer, or exchange of securities,
or the making or delivery of instruments of transfer
under any plan confirmed under this chapter, shall
be exempt from any stamp taxes now or hereafter
imposed under the laws of the United States or of
any State. (July 1, 1898, ch. 541, § 267, as added
June 22, 1938, ch. 575, § 1. 52 Stat. 903.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandier Act, see note under section 1 of
this title.

PRIOR PROVISIONS

This section was froin the last sentence of former section
207 (f) of thls title.
CRross REFERENCES

Exemption from taxation of securlties issued, trans-
ferred, or exchan-ed pursuant to reorganizatlon plan,
see sectlon 4382 of Title 26, Internal Revenue Code.

§ 668. Same; income or profit from modification of
indebtedness.

Except as provided in section 670 of this title, no
{ncome or profit, taxable under any law of the United
States or of any State now in force or which may
hereafter ne enacted, shall, in respect to the adjust-
ment of the indebtedness of a debtor in a proceeding
under this chapter, be deemed to have accrued to or
to have been realized by a debtor, by a trustee pro-
vided for in a plan under this chapter, or by a cor-
poration organized or made use of for effectuating a
plan under this chaptir by reason of a modification
in or cancelation in whole or in part of any of the
Indebtedness of the debtor in a proceeding under this
chapter. (July 1, 1898, ch. 541, § 268, as added June
22, 1938. ch. 576, § 1, 52 Stat, 904.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Cross REFERENCES

Application of this section to plans confirmed under
tformer section 207 of this title, see section 676 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section 18 referred to In section 676 of this title.

§669. Same; plan to avoid taxes; objection to con-
firmation.

Where it appears that a plan has for one of its
principal purposes the avoidance of taxes, objection
to Its confirmation may be made on that ground by
the Secretary of the Treasury, or, in the case of a
State, by the corresponding official or other person so
autilorized. Such objections shall be heard and de-
termined by the judge, independently of other ob-
Jections which may be made to the confirmation of
the plan, and, if the judge shall be satisfled that such
purpose exlsts, he shall refuse to confirm the plan.
(July 1, 1898, ch, 541, § 269, as added June 22, 1938,
ch. 575, § 1, 62 Stat. 904.)
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938.
known as the Chandler Act, see note under section 1 of
this title,

Cross REFERENCES

Application of this section to plans confirmed under
former sectlon 207 of this title, see section 676 of thlis title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 676 of this title.

§ 670. Same; income tax property basis adjustment.

In determining the basis of property for any pur-
poses of any law of the United States or of a State
imposing a tax upon income, the basis of the debtor’s
property (other than money) or of such property
(other than money) as is transferred to any person
required to use the debtor’s basis in whole or in part
shall be decreased by an amount equal to the amount
by which the indebtedness of the debtor, not includ-
ing accrued interest unpaid and not resultirg in a
tax benefit on any income tax return, has been can-
celed or reduced in a proceeding under this chapter,
but the basis of any particular property shall not be
decreased to an amount less than the fair market
value of such property as of the date of entry of the
order confirming the plan. Any determination of
value in a proceeding under this chapter shall not
be deemed a determination of fair market value for
the purposes of this section. The Commissioner of
Internal Revenue, with the approval of the Secretary
of the Treasury, shall prescribe such regulations as
he may deem necessary in order to reflect such de-
crease in basis for Federal income-tax purposes and
otherwise carry into effect the purposes of this sec-
tion. (July 1, 1898, ch, 541, § 270, as added June 22,
1938, ch. 575, § 1, 52 Stat. 904, and amended July 1,
1940, ch. 500, § 1, 54 Stat. 709.)

AMENDMENTS
1840—Act July 1, 1940, added “but the basis of any
particular property shall not be decreased to an amount
less than the fair market value of such property as of the
date of entry of the order confirming the plan” to the first
sentence and inserted second séntence.

EFFECTIVE DATE OF 1040 AMENDMENT

Act July 1, 1040, was, by enacting clause thereof, made
retroactively eflective as of June 22, 1938.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

TRANSFER OF FUNCTIONS

All tunctions of all officers of the Department of the
Treasury, and all functions of all agencles and employees
of such Department, were transferred, with certain excep-
tions, to the Secretary of the Treasury, with power vested
In him to authorize their performance or the performance
of any of hls funetions, by any of such officers, agencies,
and employees, by 1850 Reorg. Plan No. 26, §§ 1, 2, eff,
July 31, 1950, F.R. 4835, 64 Stat, 1280, set out in the
Appendix to Title 5, Government Organization and
Employees, The Commissioner of Internal Revenue, re-
ferred to in this section, is an officer of the Treasury
Department.

CROSS REFERENCES

Application of this section to plans confirmed under

former section 207 of this title, see sectlon 676 of this title.

SECTION REFEREED TO IN OTHER SECTIONS

Thils section 18 referred to in sections 668, 676 of this
title; title 26 sections 372, 373, 1018,
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§671. Same; assessment and payment or acceptance
of plan by taxing agency.

Any provision in this chapter to the contrary not-
withstanding, all taxes which may be found to be
owing to the United States or any State from a
debtor within one year from the date of the filing
of a petition under this chapter and have not been
assessed prior to the date of the confirmation of a
plan under this chapter, and all taxes which may
become owing to the United States or any State
from a receiver or trustee of a debtor or from a
debtor in possession, shall be assessed against, may
be collected from and shall be pald by the debtor
or the corporation organized or made use of for
effectuating a plan under this chapter: Provided.
however, That the United States or any State may
in writing accept the provisions of any plan dealing
with the assumption, settlement, or payment of any
such tax. (July 1, 1898, ch. 541, §271, as added
June 22, 1838, ch. 575, § 1, 52 Stat. 904.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038.
known as the Chandler Act, see note under section 1 of
this title.

§672. Labor and company unions; right to organize
or join,

The right of employees or of persons seeking
employment on the property of a debtor under the
Jurisdiction of the court tn join a labor organization
of their choice, or to refuse to join or remain mem-
bers of a company union, shall be free from inter-
ference, restraint, or coercion by the court, a debtor,
or trustee, It shall be the duty of a debtor or trustee
to report to the judge any agreement restricting or
interfering with such right, and the Jjudge shall
thereupon enter an appropriate order for the ter-
mination of such agreement and for notice to the
employees that the same is no longer binding upon
them. No funds of the estate shall be used by a
debtor or a trustee for the purpose of maintalning
company unions., (July 1, 1898, ch. 541, § 272, as
added June 22, 1938, ch. 575, § 1, 52 Stat. 904.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PrIoR PROVISIONS

This section was from subds., (l) and (m) of former

section 207 of this title.
CRross REFERENCES

Hearing on soundness of plan, right of labor union, see
section 606 of this title.

Natlonal .Labor Relations Act to prevall over provisions
of this sectlon, see section 165 of Title 29, Labor.

SecTION REFERRED TO IN OTHER SECTIONS
This section is referred to in title 29 section 165.

SUBCHAPTER XVI—WHEN CHAPTER TAKES
EFFECT

§ 676. Proceedings to which chapter applies,

(2) This chapter shall apply to debtors by whom
or agalnst whom petitions are filed on and after the
effective date of this amendatory Act and to the
creditors and stockholders thereof, whether their
rights, claims, or interests of any nature whatsoever
have been acquired or created before or after such
date;
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(b) a petition may be filed under this chapter in a
proceeding in bankruptcy which is pending on such
date, and a petition may be filed under this chapter
notwithstanding the pendency on sueh date of a pro-
ceeding in which a recelver or trustee of all or any
part of the property of a debtor has been appointed
or for whose appointment application has been made
in a court of the United States or of any State;

(¢) the provisions of sections 206 and 207 of this
title shall continue in fuil force and effect with re-
spect to proceedings pending under those sections
upon the effective date of this amendatory Act,
except that—

(1) if the petition in such proceedings was ap-
proved within three months prior to the effective
date of this amendatory Act, the provisions of this
chapter shall apply in their entirety to such pro-
ceedings; and

(2) if the petition in such proceedings was ap-
proved more than three months before the effec-
tive date of this amendatory Act, the provisions
of this chapter shall apply to such proceedings to
the extent that the judge shall deem their appli-
cation practicable; and

(3) sections 668 and 670 of this title shall apply
to any plan confirmed under section 207 of this
title before the effective date of this amendatory
Act and to any plan which may be confirmed un-
der section 207 of this title on and after such
effective date, except that the exemption provided
by section 668 of this title may be disallowed If it
shall be made to appear that any such plan had
for one of its principal purposes the avoidance of
income taxes, and except further that where such
plan has not been confirmed on and after such
effective date, section 669 of this title shall apply
where practicable and expedient.

(July 1, 1898, ch. 541, § 276, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 905.)

CHANDLER AcCT, EFFECTIVE DATE; CONSTRUCTION
Section 7 of act June 22, 1838, provided that: "This
amendatory Act shall take effect and be in force on and
after three months from the date of its approval.”
Construction and operation of act June 22, 1938, sce
note under section 1 of this title,
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776. Abandonment or rejectlon of arrangement before
confirmation.

Termination or default after confirmation.
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SUBCHAPTER XII1.—WHEN CHAPTER TAKES EFFECT
799. Proceedings to which chapter applies.

CHAPTER REFERRED TO IN OTHER BECTIONS

‘This chapter is referred to In sections 45, 68, 548, 547 of
this title.

SUBCHAPTER 1.—CONSTRUCTION
§ 701, Exclusive application of chapter.

The provisions of this chapter shall apply exclu-
sively to proceedings under this chapter. (July 1,
1898, ch. 541, § 301, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 905.)

EFFeCTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

§ 702. Application of other provisions.

The provisions of chapters 1 to 7 of this title shall,
insofar as they are not inconsistent with or in
conflict with the provisions of this chapter, apply
in proceedings under this chapter. For the pur-
poses of such application, provisions relating to
“bankrupts” shall be deemed to relate also to “debt-
ors”, and "bankruptcy proceedings” or “proceedings
in bankruptcy” shall be deemed to include proceed-
ings under this chapter. For the purposes of such
application the date of the filing of the petition in
bankruptcy shall be taken to be the date of the filing
of an original petition under section 722 of this title,
and the date of adjudication shall be taken to be
the date of the flling of the petition under section
721 or 722 of this title except where an adjudication
had previously been entered. (July 1, 1898, ch. 541,
§ 302, as added June 22, 1938, ch. 575, § 1, 52 Stat.
905.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 23, 1938,
known as the Chandler Act, see note under section 1 of
this title.

SUBCHAPTER II.-DEFINITIONS
§706. In general.
For the purposes of this chapter, unless incon-
sistent with the context—

(1) “arrangement” shali mean any plan of a
debtor for the settlement, satisfaction, or exten-
sion of the time of payment of his unsecured
debts, upon any terms;

(2) “consideration” shall include evidences of
indebtedness, either secured or unsecuved, stock
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and certificates of beneficial Interest therein, and
certificates of beneficial interest in property;

(3) “debtor” shall mean a person who could be-
come a bankrupt under section 22 of this title and
who files a petition uncer this chapter;

(4) “executory contracts” shall include unex-
pired leases of real property; and

(5) “petition” shall mean a petition flled under
this chapter by a debtor proposing an arrange-
ment.

(July 1, 1898, ch. 541, § 306, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 906.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under scction 1 of

this title,
PRrIOR PROVISIONS

Paragraph (3) was from fifth sentence of former section
202 (a) of this title.

§707. Creditors; debts; claims.

Uniess inconsistent with the context and for the
purposes of an arrangement providing for an exten-
sion of time for payment of debts in full and ap-
plicable exclusively to the debts to be extended—

(1) “creditors” shall include the holders of all
unsecured debts, demands, or claims of whatever
character against a debtor, whether or not prova-
ble as debts under section 103 of this title and
whether liquidated or unliquidated, fixed or con-
tingent; and

(2) “debts” or “claims' shall include all un-
secured debts, demands, or claims of whatever
character against a debtor, whether or not
provable as debts under section 103 of this title
and whether liquidated or unliquidated, fixed or
contingent.

(July 1, 1898, ch. 541, § 307, as added June 22, 1938,
ch, 675, § 1, 52 Scat. 906.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under scction 1 of
this title.

Pr1OR PROVISIONS

Par. (1) was from sixth sentence of former section
202 (a) of this title.

Par. (2) was from second sentence of former sece
tion 202 (a) of this title.

§ 708. Creditors affected by arrangement; determi-
nation,

A creditor shall be deemed to be “affected” by
an arrangement only {f his Interest shall be ma-
terially and adversely affected thereby. In the event
of controversy, the court shall after hearing upon
notice summarily determine whether any creditor is
so affected. (July 1, 1898, ch. 541, § 308, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 906.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

SUBCHAPTER III.JURISDICTION, POWERS,
AND DUTIES OF THE COURT
§ 711, Exclusive jurisdiction of debtor and property.
Where not inconsistent with the provisions of this
chapter, the court in which the petition is filed shall,
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for the purposes of this chapter, have exclusive juris-
diction of the dcbtor and his property, wherever
located. (July 1, 1898, ch. 641, § 311, as added June
22, 1938, ch. 575, § 1, 52 Stat. 906.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Pr1OR PROVISIONS

This section was from first sentence of former section
202 (m) of this title.

§ 712, Jurisdiction, powers, and duties.

Where not inconsistent with the provisions of this
chapter, the jurisdiction, powers, and dutles of the
court shall be the same—

(1) where a petition Is filed under section 721
of this title and a deerce of adjudication has not
been entered in the pending bankruptcy proceed-
ing, as if a decrece of adjudication had been
entered in such bankruptcy proceeding at the
time the petition under this chapter was filed; or

(2) where a petition is filed under section 722
of this title, as if a voluntary petition for adjudica-
tion In bankruptcy had been flled and a decree
of adjudication had been entered at the time the
petition under this chapter was filed.

(July 1, 1898, ch. 541, § 312, as added June 22, 1938,
ch, 575, § 1, 52 Stat. 906.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, sec note under section 1 of
this title,

PRIOR PROVISIONS

This sectlon was from seconud sentence of former section
202 (m) of this title.

§713. Same; administration of estate.

Upon the filing of a petition, the court may, in
addition to the jurisdiction, powers, and duties con-
ferred and imposed upon it by this chapter—

(1) permlit the rejection of executory contracts
of the debtor, upon notlce to the parties to such
contracts and to such other partles in interest as
the court may designate;

(2) upon sueh notice as the court may prescribe
and upon cause shown, authorize the recelver or
trustee, or the debtor in possession, to lease or
sell any property of the debtor, whether real or
personal, upon such terms and conditions as the
court may approve:;

(3) whenever under this chapter the court is
required or permitted to fix a time for any pur-
pose, the court may upon cause shown extend
such time.

(July 1, 1898, ch. 541, § 313, as added June 22, 1938,
ch. 575, § 1, 52 Stat, 906.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

PRIOR PROVISIONS

Par. (3) was from last sentence of former section
202 (d) of this title.
§ 714. Stay of actions.

The court may, in addition to the reilef provided
by sectlon 29 of this title and elsewhere under this
chapter, cnjoin or stay until final decree the com-
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mencement or continuation of sults other than suits
to enforce liens upon the property of a debtor, and
may, upon notice and for cause shown, enjoin or stay
until final decree any act or the commencement or
continuation of any proceeding to enforce any lien
upon the property of a debtor. (July 1, 1898, ch.
541, § 314, as added June 22, 1938, ch. 6576, § 1, 562
Stat. 907.)
EFFECTIVE DATE AND CONBTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PrIOR PROVISIONS

This sectlon was from former section 202 (n) of this
title.

§ 715. Notices.

Whenever notice is to be given under this chapter,
the court shall designate, if nol otherwise specified
hereunder, the time within which, the persons to
whom, and the form and manner in which the notice
shall be given. Any notice to be given under this
chapter may be combined, whenever feasible, with
any other notice or notices under this chapter. (July
1, 1898, ch, 541, § 315, as added June 22, 1938, ch.
575, § 1, 52 Stat. 907.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

§ 716. Appellate jurisdiction.

Where not inconsistent with the provisions of this
chapter, the jurisdiction of appeilate courts shall be
the same as in a bankruptcy proceeding. (July 1,
1898, ch. 541, § 316, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 907.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PrRIOR PROVISIONS

This section was from second sentence of former section
202 (m) of this title.

SUBCHAPTER IV.—PETITION AND STAY

§ 721, Filing petition; pending bankruptcy proceeding.

A debtor may file a petition under this chapter in
a pending bankruptcy proceeding either before or
after his adjudication. (July 1, 1898, ch. 541, § 321,
as added June 22, 1938, ch. 575, § 1, 52 Stat. 907.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1838,
known as the Chandler Act, see note under section 1 of
this title,

PRIOR PROVISIONS

This section was from first sentence of former section
30 (a) of this title,

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 702, 712, 725, 741,
752, 776, 171, 778, 786, 794 of this title,

§ 722. Same; original petition.

If no bankruptcy proceeding is pending, a debtor
may flie an original petition under this chapter with
the court which would have jurisdiction of a petition
for his adjudication. (July 1, 1898, ch. 541, § 322,
as added June 22, 1938, ch. 575, § 1, 62 Stat. 907.)
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EFFECTIVE DATE AND CONBTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

PRIOR PROVISIONS
This section was from first sentencc of former section
202 (a) of this title.
CRrOss REFERENCES
Amendment of petition in corporate reorganization
proceeding to comply with requirements of this chapter,
sec sectlon 547 of this title.
SECTION REFERRED TO IN OTHER SECTIONS

This sectlon 1s referred to in sectlons 702, 712, 726, 741,
762, 776, 171, 118, 780, 7186, 794 of this title,

§ 723. Contents of petition.

A petition filed under this chapter shall state that
the debtor is insolvent or unable to pay his debts as
they mature, and shall set forth the provisions of
the arrangement proposed by him, or, that he in-
tends to propose an arrangement pursuant to the
provisions of this chapter. (July 1, 1898, ch. 541,
§ 323, as added June 22, 1938, ch. 575, § 1, 52 Stat.
907, and amended Aug. 23, 1958, Pub. L. 85-732,
§ 1, 72 Stat. 820.)

AMENDMENTS

1858—Pub, L. 85-732 added: “or, that he Intends to
propose an arrangement pursuant to the provisions of
this chapter”,

EFFECTIVE DATZ AND CONBTRUCTION

Effective date and construetion of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PrIOR PROVISIONS

This section was from first sentence of former section
202 (a) of this title,

§ 724, Statements and fees accompanying petition.

The petition shall be accompanied by—
(1) a statement of the executory eontracts of
the debtor, and the schedules and statement of
affairs, if not previously flled: Provided, how-
ever, That if the debtor flles with the petition a
list of his creditors and their addresses and a sum-
mary of his assets und liabilities, the court may,
on application by the debtor, grant for cause
shown further time, not exceeding ten days, for
filing the statement of the executory contracts
and the schedules and statements of affairs, and
such time shall not further be extended except
for cause shown and on such notice and to such
persons as the court may direct; and
(2) payment to the clerk of the fees, if not
already paid, required by this title.
(July 1, 1898, ch. 541, § 324, as added June 22, 1938,
ch. 675, § 1, 52 Stat. 907, and amended July 7, 1952,
ch. 579, § 29, 66 Stat. 432)
AMENDMENTS

1962—Act July 7, 1952, Incorporated former pars. (1)
and (2) into par. (1), added a proviso, and renumbered
former par. (3) to be par, (2).

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment of section ns effective three months after

July 17, 1952, see note under section 1 of this title.
EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 23, 1938,

known as the Chandler Act, see note under section 1 of
this title.
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PrIorR PROVISIONS
Former par. (2) was from first sentence of former sec-
tion 202 (a) of this title.
SECTION REFERRED TO IN OTHER SECTIONS
This section Is referred to In section 776 of this title.

§725. Petition in pending bankruptcy proceedings as
stay.

A petition filed under section 721 of this title shall
not act as a stay of adjudication or of the admin-
istration of the estate, but the court may, upon ap-
plication of the debtor and upon notice to all parties
in interest, including the creditors’ committee and
the receiver or trustee, if any such has been ap-
pointed, grant a stay of adjudication or of the ad-
ministration of the estate upon such terms as may
be proper for the protection of the estate and for
indemnity against loss thereto or diminution thereof.
(July 1, 1898, ch. 541, § 325, as added June 22, 1938.
ch. 575, § 1, 52 Stat. 907.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1 of

this title.
PRIOR PROVISIONS

This section was from fourth sentence of former section
202 (a) of this title and second sentence of former section
30 (a) of this title.

§ 726. Bond of debtor in original petition.

Where a petition is flled under section 722 of this
title, the court may, upon hearing and after notice
to the debtor and to such other persons as the court
may direct, order the debtor to flle a bond or under-
taking, with such sureties as may be approved by the
court and in such amount as the court may fix, to
indemnify the estate against subsequent loss thereto
or diminution thereof until, in the event of the entry
of an order of adjudication under thls chapter, the
entry of such order, (July 1, 1898, ch, 541, § 326,
as added June 22, 1938, ch. 575, § 1, 62 Stat. 907.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Prior PROVISIONS

This sectlon was from fourth sentence of former section
202 (a) of this title and second sentence of former section
30 (a) of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 727 of this title.

§ 727, Same: failure to file bond.

Upon fallure of the debtor to comply with such
order for indemnity, as prescribed in section 726 of
this title, the court may, after hearing upon notice
to the debtor, the creditors’ committee, if any has
been appointed, and to sueh other persons as the
court may direct, either adjudge the debtor a bank-
rupt and direct that bankruptcy be proceeded with
pursuant to the provisions of this title or dismiss
the proceedings under this chapter, as in the opinlon
of the court may be in the interest of the creditors.
(July 1, 1898, ch. 641, § 327, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 907.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1838,
known as the Chandler Act, see note under section 1 of
this title.
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PrioR PROVISIONS

This section was from first sentence of former section
202 (1) of this title.

§ 728. Dismissal proceedings; amended petition.

The judge may, upon application of the Securities
and Exchange Commission or any party in interest,
and upon such notice to the debtor, to the Securities
and Exchange Commission, and to such other per-
sons as the judge may direct, if he finds that the pro-
ceedings should have been brought under chapter 10
of this title, enter an order dismissing the proceed-
ings under this chapter, unless, within such time as
the judge shall fix, the petition be amended to com-
ply with the requirement of chapter 10 of this title
for the flling of a debtor's petition or a creditors’
petition under such chapter, be filed. Upon the
filing of such amended petition, or of such creditors’
petition, and the payment of such additional fees
as may be required to comply with section 532 of this
title, such amended petition or creditors’ petltion
shall thereafter, for all purposes of chapter 10 of
this title, be deemed to have been originally filed
under such chapter. (July 1, 1898, ch. 541, § 328, as
aclded July 7, 1952, ch. 579, § 30, 66 Stat. 432.)

EFFECTIVE DATE

Sectlon effective three months after July 7, 1952, see
note under section 1 of this title.

TRANSFER OF FUNCTIONS

All executive and administrative functions of the
Securitles and Exchange Commission were, with certain
exceptions, transferred to the Chalrman of such Commis-
sion, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1850 Reorg. Plan No. 10
§§ 1, 2, eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set
out in the Appendix to Title 5, Government Organization
and Employees.

SUBCHAPTER V.—PROCEEDIN(iS SUBSEQUENT
TO FILING OF PETITION

§ 731. Reference to referee.

The clerk shall, unless the judge or judges direct
otherwise, refer the proceeding to a referee. (July 1,
1898, ch. 541, § 331, as added June 22, 1938, ch, 575,
§ 1, 562 Stat. 908, and amended Aug. 23, 1958, Pub. L.
85-732, § 2, 72 Stat. 820; June 23, 1959, Pub. L. 86-64,
§ 4, 73 Stat. 109.)

AMENDMENTS

1959—Pub. L. 86-84 substituted provisions requiring
the clerk, unless the judge or judges direct otherwlse, to
refer the proceeding to a referee for provisions which
permitted the judge at any stage of the proceeding to
refer 1t to a referee elther generally or speclally, and
which required the clerk to refer the case if the judge
or judges were absent at the time of the filing of the
petition from the district or the division In which the
petition was filed.

1958—Pub. L. 85~732 authorlzed the judge to refer the
proceeding generally or speclally and requlred the clerk
forthwith to refer the case In absence of judges.

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.
Prior PROVISIONS
This section was from former section 202 (o) of this
title.
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§732. Appointment of receiver or continuance of
trustee in possession.

The court may, upon the application of any party
in interest, appoint, if necessary, a receiver of the
property of the debtor, or, If a trustee in bankruptcy
has previously been appointed shall continue such
trustee in possession. (July 1, 1898. ch. 541, & 332,
as added June 22, 1938. ch. 575. § 1. 52 Stat. 908.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under sectlon 1 of
this title.

Prior ProvisioNs

This section was from former section 202 (b) of this

title.

§733. Appointment of appraisers.

The court may, upon the application of the re-
celver, trustee, or any party in interest, appoint, if
not previously appointed, one or more appralsers
who shall prepare and flle under oath an inventory
and appraisal of the property of the debtor, and may
prescribe how such inventory and appraisal shall
be made. (July 1, 1898, ch, 541, § 333, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 908.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

§ 734. Meecting of creditors; time.

Not less than twenty-five nor more than forty days
after the petition Is flled the court shall hold a first
meeting of creditors. (July 1, 1898, ch. 541, § 334, as
added June 22, 1938, ch, 575, § 1, 52 Stat. 908, and
amended Aug. 23, 1958, Pub. L. 85-732, § 3, 72 Stat.
820; Nov. 13, 1963, Pub, L. 88-175, § 1, 77 Stat. 330;
Nov. 28, 1967, Pub. L. 90-156, § 1, 81 Stat. 510,)

AMENDMENTS

1967—Pub. L. 90-166 substituted provisions requiring
the court to hold a first meeting of creditors not less than
twenty-five nor more than forty days after the petition is
filed for provisions that requlred notice by mall to be
glven within ten days after the petition is filed to the
debtors, the creditors, and other parties in interest of the
first meeting of ereditors to be held not less than 15
nor more than 30 days after the date of the malling of
such notice, and thc requirement that the last date for
fillng cialms be set forth In such notice.

1863—Pub. L. 88-175 Inserted "first” preceding '‘meet-
ing of creditors” and required the last date for filing
claims to be sec forth in the notice.

1958—Pub. L. 85-732 substituted requirement that no-
tice be glven within ten days after filing of petition for
o meeting to be held not {ess than fifteen nor more than
thirty days after date of maliling the notice for require-
ment that first meeting of creditors be called promptly
upon ten days’ notlce by natil,

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Prior PRroVISIONS

Thls rection was from first sentence of former sectlon
202 (c) of this title and second scntence of former section
30 (a) of this title,

§ 735. Same; contents of notice and accompanying
information,

(1) The notice of such meeting of creditors shall

be accompanlied by a copy of the proposed arrange-

ment, If filed, a summary of the liabilities and a
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summary of the appralsal, if one has been made, or,
if not made, a summary of the assets.

(2) If the notice of such meeting iIs not accom-
panied by a copy of the proposed arrangement, the
court, at such meeting, shall fix a time within which
the proposed arrangement shall be filed and shall
adjourn the meeting for at least fifteen days after
the date so fixed, or, If the proposed arrangement is
filed at or before such meeting, shall adjourn the
meeting for at least fifteen days. At least ten days
before such adjourned date, the court shail mall
notice of the adjourned meeting, together with a
copy of the proposed arrangement, to the creditors
and other parties in Interest.

(3) The notice of such meeting of creditors as
hereinbefore provided may also name the time for
the filing of the application to confirm the arrange-
ment and the time for the hearing of the confirma-
tion and of such objections as may be made to the
confirmation. (July 1, 1898, ch. 541, § 335, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 908, and amended
Aug. 23, 1958, Pub, L, 85-732, § 4, 72 Stat. 820.)

AMENDMENTS
1958—Pub. L. 85-732 designated existing provisions as
subdivisions (1) and (3) and added subd. (2).
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

PRrIOR PROVISIONS

This section was from first sentence of former section
202 (c) of this title.

§ 736. Same; conduct and business generally.

At such meeting, or at any adjournment therecof,
the judge or referee—

(1) shall preside;

(2) may receive proofs of claim and allow or
disallow them;

(3) shall examine the debtor or cause him to be
examined and hear witnesses on any matter rele-
vant to the proceeding; and

(4) shall recelve and determine the written ac-
ceptances of creditors on the proposed arrange-
ment, If a copy thereof shall have accompanied
the notice of such meeting or adjourned meeting.
Such acceptances may be obtained by the debtor
before or after the filing of a petition under this
chapter,

(July 1, 1898, ch. 541, £ 336, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 908, and amended Aug. 23, 1958,
Pub. L. 85-732, § 5, 72 Stat. 820.)

AMENDMENTS
19568—Par. (4). Pub, L. 85-732 incerted the words "if
a copy thereof shall have accompanied the notice of such
meeting or adjourned meeting”.
EFFECTIVE DATE AND CONSTRUCTION

Effeetive date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

PRIOR PROVISIONS

Par. (1) was from second sentence of former section
30 (a) of this title.

Par, (3) was from first sentence of former section
202 (d) of this title and second sentence of former section
30 (a) of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 761 of this title.
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§737. Same; conduct and business after acceptance of
arrangement.

At such meeting, or at any adjournment thereof,
the judge or referce shall, after the acceptance of the
arrangement—

(1) designate the receiver or trustee, if any, or
the debtor or a person specially appointed as dis-
bursing agent to distribute, subject to the control
of the court, the consideration, if any, to be de-
posited by the debtor; and, if a disbursing agent is
so appointed, require such person to give bond with
a surety to be approved by tne court in such
amount as the court shall fix, and fix the amount
or rate of his compensation, not in excess of the
compensation allowable to a receiver serving as a
mere custodian under this title;

(2) fix a time within which the debtor shall de-
posit, in such place as shall be designated by and
subject to the order of the court, the consideration,
if any, tobe distributed to the creditors, the money
necessary to pay all debts which have priority, un-
less such priority creditors shall have walved their
claims on such deposit, or consented in writing to
any provision of the arrangement for otherwise
dealing with such claims, and the money neces-
sary to pay the costs and expenses of the proceed-
ing; and

(3) fix a time for the filing of the application to
confirm the arrangement and for a hearing on the
confirmation thereof or any objections to the con-
firmation, unless such times have already been
named in the notice of the meeting or unless all
creditors affected by the arrangement have ac-
cepted it.

(Julv 1. 1898 ch. 541, § 337, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 908, and amended July 7, 1952,
ch, 579, §31, 66 Stat. 432; Aug, 23, 1958, Pub. L.
85-732, § 6,72 Stat. 821; Nov. 28, 1967, Pub. L. 90-158,
§ 1, 81 Stat. 516.)

AMENDMENTS

1967—Pub. L. 80-158 provided for the designation of the
debtor or a specially appeinted disbursing agent to dis-
tribute the consideration deposited by tbe debtor, re-
quired the disbursing agent to give bond with a surety,
fixed the compensation of the designated individuat, and
ellminated the requirement that the debtor deposit the
actual ond necessary expenses, Including fees and ex-
penses of attorneys, accountants and agents, in such
amounts as the court may allow.

19568—Par. (2). Pub. L. 856-732 Included in the expenses
of the proceedings, fees and expenses of attorneys, ac-
countants and agents of a cred!tors' committee.

1952—Par. (2). Act July 7, 1952 substituted "in sucb
amount * * * expcnses incidental thereto; and' for
“incurred in connection with the proceedings and the
arrangement by the committee of creditors and the at-
torneys or agents of such committee, In such t.mount as
the court may allow; and".

EFFECTIVE DATE OF 1852 AMENDMENT

Amendment of section effective three months after July
7. 1062, sce note under section 1 of this title,

EFFecTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938.
known as the Chandler Act, see note under section 1 of
this titie.

PRIOR PROVISIONS

Par. (1) wns from former section 202 (b) of this title.

Par. (2) was from second clause of first sentence of
former section 202 (e) of this title.

Par. (3) was from former section 202 (f) of this title
and former section 30 (c) of this title.
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§ 738. Same; election of creditors’ committee; nomina-
tion of trustee.

At such meeting, the creditors may elect a com-
mittee, if none has previously been elected under this
title, and, if a trustee has not previously been elected
or appointed, may nominate a trustee who shall
thereafter qualify in case it shall become necessary
to administer the estate in bankruptcy as provided
under this chapter. (July 1, 1898, ch. 541, § 338, as
added June 22, 1938, ch. 575, § 1, 562 Stat. 909, and
amended July 7, 1952, ch. 579, § 32, 66 Stat. 432;
Nov. 28, 1967, Pub. L. 90-158, § 2, 81 Stat. 516.)

AMENDMENTS
1967—Pub. L. 90-158 provided for the election of a com-
mittee In place of appointment, and the qualification of a
trustee, rather than appointment, subsequent to the
nomination of such trustee.
1952—Act July 7, 1952, Inserted ‘'designation or" pro-
ceeding “appointed under this titie".
EFFECTIVE DATE oF 1962 AMENDMENT
Amendment of section efTfective three months after July
7, 1952, see note under section 1 of this title.
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

PRIOR PROVISIONS

This sectlon was from second clause of first sentence of
former section 202 (d) of this title
SECTION REFERRED TO IN OTHER SECTIONS
This section Is referred to In section 739 of thlis title.

§ 739. Same; functions; administrative expenses.

(1) The functions of a committee elected as pro-
vided in section 738 of this title may include the fol-
lowing: (a) to examine into the conduct of the
debtor's affairs and the causes of his insolvency or
inability to pay his debts as they mature; (b) to
consider whether the arrangement proposed by the
debtor is for the best interests of the creditors and is
feasible; (¢) to negotiate with the debtor concerning
the terms of the proposed arrangement and to advise
the creditors of its recommendations with respect
thereto; (d) to report to the creditors from time to
time concerning the progress of the proceeding; (e)
to collect and file with the court acceptance of the
arrangement proposed; and (f) perform such
other services as may contribute to the confirmation
of the arrangement.

(2) A committee elected as provided i{n section 738
of this title may employ such agents, attorneys, and
accountants as may be necessary to assist in the
performance of its functions, Expenses of the com-
mittee for such assistance, whether incurred before
or after the flling of the petition under this chapter,
shall be allowed as an expense of administration to
the extent deemed reasonable and necessary by the
court, provided the arrangement is confirmed, Such
expenses incurred by the committee before its elec-
tion in accordance with section 738 of this title shall
not be disallowed because of a change in the coinmit-
tee's composition, provided a majority of the com-
mittee when it incurred the expense continue as
members of the elected committee. (July 1, 1898,
ch. 541, § 339, as added Nov. 28, 1967, Pub. L. 90-158,
§ 3, 81 Stat,517.)
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SUBCHAPTER VI—TITLE, RIGHTS, DUTIES,
AND POWERS OF DEBTOR AND OFFICERS

§ 741, In general.

Where not inconsistent with the provisions of this
chapter, the powers and duties of the officers of the
court and, subject to the approval of the court, their
fees, and the rights, privileges, and duties of the
debtor shall be the same, where a petition is filed
under section 721 of this title and a decree of adjudi-
cation has not been entered in the pending bank-
ruptey proceeding, as if a decree of adjudication had
been entered in such bankruptcy proceeding at the
time the petition under this chapter was flled, or,
where a petition s filed under section 722 of this title,
as if a voluntary petition for adjudication in bank-
ruptey had been filed and a decree of adjudication
had been entered at the time the petition under this
chapter was filed, (July 1, 1898, ch. 541, § 341, as
added June 22, 1938. ch, §75, § 1, 52 Stat. 909.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1838,
known as the Chandler Act, see note under section 1 of

this title.
Prior PROVISIONS

This section was from last sentence of former section
202 (m) of this title,

8 742. Continnance of debtor in possession.

Where no receiver or trustee is appointed, the
debtor shali continue in possession of his propetry'
and shall have all the title and exercise all the powers
of a trustee appointed under this title, subject, how-
ever, at all times to the control of the court and to
such limitations, restrictions, terms, and conditions
as the court may from time to time prescribe. (July
1, 1898, ch, 541, § 342, as added June 22, 1938, ch. 575.
§ 1, 52 Stat. 909.) '

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1838.
known as the Chandler Act, see note under section 1 of
this title.

8 743. Operation of business and management of
property; reports.

The receiver or trustee, or the debtor in possession,
shall have the power, upon authorization by and sub-
ject to the control of the court, to operate the busi-
ness and manage the property of the debtor during
such period, litnited or indefinite, as the court may
from time to time fix, and during such operation
or management shall file reports thereof with the
court at such intervals as the court may designate.
(July 1, 1898, ch. 541, § 343, as added June 22, 1938,
ch, 575, § 1, 52 Stat. 909.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

Prion PROVISIONS

This section was from former section 702 (b) of this
title.

8 744. Issuance of certificates of indebtedness,

During the pendency of a proceeding for an ar-
rangement, or after the confirmation of the arrange-
ment where the court has retained jurisdiction, the

!8o in original.
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court may upon cause shown authorize the receiver
or trustee, or the debtor in possession, to issue cer-
tificates of indebtedness for cash, property, or other
consideration approved by the court, upon such terms
and conditions and with such security and priority
in payment over existing obligations as in the par-
ticular case may be equitable. (July 1, 1888, ch. 541,
§ 344, as added June 22, 1938, ch. 575, § 1, 52 Stat.
809.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this titlc,

SECTION REFERRED TO IN OTHER SECTIONS
Thls section is referred to in section 793 of this title.

SUBCHAPTER VIIL—CREDITORS AND CLAIMS

§ 751. Classification of creditors.

For the purposes of the arrangement and its
acceptance, the court may fix the division of credi-
tors into classes and, in the event of controversy, the
court shall after hearing upon notice summarily
determine such controversy. (July 1, 1898, ch. 541,
§ 351, as added June 22, 1938, ch. 575, § 1, 52 Stat.
909.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

§ 752. Rights, duties, and liahilities of credito;rs, ete.

Where not inconsistent with the provisions of this
chapter, the rights, duties, and liabilities of creditors
and of all other persons with respect to the property
of the debtor shall be the same, where a petition Is
filed under section 721 of this title and a decree of
adjudication has not been entered in the pending
bankruptcy proceeding, as if a decree of adjudication
had been entered in such bankruptcy proceeding at
the time the petition under this chapter was filed, or,
where a petition is flled under section 722 of this
title, as if a voluntary petition for adjudication in
bankruptcy had been filed and a decree of adjudica-
tion had been entered at the time the petition under
this chapter was filed. (July 1, 1898, ch, 541, § 352,
as added June 22, 1938, ch. 575, § 1, 52 Stat. 909.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 232, 1938,
known as the Chandler Act, see note under section 1 of
this title,

PrIOR PROVISIONS

This sectlon was from last sentence of former section
202 (m) of this title.

8 753. Rejection of executory contract or unexpired
lease; assignment of future rent claim.

In case an executory contract shall be rejected
pursuant to the provisions of an arrangement or to
the permission of the court given in a proceeding
under this chapter, or shall have been rejected by a
trustee or a receiver in bankruptcy or receiver in
equity in a prior pending proceeding, any person
injured by such rejection shall, for the purposes of
this chapter and of the arrangement, its acceptance
and confirmation, be deemed a creditor. The claim
of the landlord for injury resulting from the rejection
of an unexpired lease of real estate or for damages



§ 764

or indemnity under a covenant contained in such
lease shall be provable, but shall be limited to an
amount not to exceed the rent, without acceleration,
reserved by such lease for the three years next suc-
ceeding the date of the surrender of the premises to
the landlord or the date of reentry of the landlord,
whichever first occurs, whether before or after the
filing of the petition, plus unpaid accrued rent, with-
out acceleration, up to the date of surrender or re-
entry: Provided, That the court shall scrutinize the
circumstances of an assignment of a future rent
claim and the amount of the consideration paid for
such assignment in determining the amount of
damages allowed the assignee thereof. (July 1, 1898,
ch. 541, § 353, as added June 22, 1938, ch. 575, § 1,
52 Stat. 910.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,

known as the Chandler Act, see note under section 1 of

this title.
Prior PROVISIONS

This section was from the last two sentences of former
section 202 (a) of this title.
CROSS REFERENCES
Rejection of executory contract as breach thereof, see
section 103 of this title.

§ 754. Repealed. July 7, 1952, ch. 579, § 33, 66 Stat. 433
Section, act July 1, 1898, ch. 541, § 354, as added June
22, 1938, ch, 575, § 1, 52 Stat. 910, related to expiration of
time for fillng claims in pending bankruptcey.
EFFECTIVE DATE OF REPEAL

Repenl of section ‘effective three months after July 7,
1952, see note under section 1 of this title.

§ 755. Repealed. Pub. L. 90-1{7, §5, Nov., 28, 1967, 81
Stat, 5186,

Section, act July 1, 1808, ch. 641, § 354, as added June 22,
1938, ch. 575, § 1, 52 Stat, 910, and amended July 7, 1952,
ch, 579, § 34, 66 stat, 433, provided for allowance of claims
upon order to proceed with bankruptcy, and is now
covered by section 778(a) (4) of this title,

§ 755a. Proofs of claim; filing before confirmation; ex-
ceptions,

Creditors, including the United States, any State,
and any subdlvision thereof, shall fille their proofs
of claim before confirmation except as follows:

(1) 1if scheduled by the debtor, a claim may be
flled within thirty days after the date of maliling
notice of confirmation to creditors but shall not
be allowed for an amount In excess of that set
forth in the debtor's schedules; and

(2) a claim arising from the rejection of an
executory contract of the debtor may be filed
within such time as the court may direct.

(July 1, 1898, Ch. 541, § 355, as added Nov. 13, 1963,
Pub. L. 88-175, §2, 77 Stat. 330, and amended
Nov. 28, 1967, Pub. L. 80-156, § 2, 81 Stat. 510.)

AMENDMENTS

1987—Pub, L., 90-156 substituted provisions requiring
creditors to file their proofs of clalm before confirmation
except in enumerated instances for provision making
subd. (n) of section 93 of this title applicable when a
petition is filed under sectlon 722 of this title.

SECTION REFERRED TO IN OTHER SECTIONB

This section is referred to in sections 767, 768 of this
title,
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SUBCHAPTER VIII--PROVISIONS OF
ARRANGEMENT

§ 756. Modification of rights of unsecured creditors.

An arrangement within the meaning of this chap-
ter shall include provisions modifying or altering
the rights of unsecured creditors generally or of
some class of them, upon any terms or for any con-
sideration. (July 1, 1888, ch. 541, § 356, as added
June 22, 1938, ch. 575, § 1, 62 Stat. 810.)

ErrecTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Prior PROVISIONB

This section was from first and second sentences of
tormer section 202 (h) of this title.

§ 757. Permissive provisions.
An arrangement within the meaning of this chap-
ter may include—

(1) provisions for treatment of unsecured debts
on a parity one with the other, or for the division
of such debts into classes and the treatment
thereof in different ways or upon different terms;

(2) provisions for the rejection of any execu-
tory contract;

(3) provisions for specific undertakings of the
debtor during any period of extension provided
for by the arrangement, including provisions for
payments on account;

(4) provisions for the termination, under svnecl .
fled conditions, of any period of extension pro-
vided by the arrangement;

(6) provisions for continuation of the debtor's
business with or without supervision or control by
8 receiver or by a committee o creditors or
otherwise;

(8) provisions for payment of debts incurred
after the flling of the petition and during the
pendency of the arrangement, in priority over the
debts affected by such arrangement;

(7) provisions for retention of jurisdiction by
the court until provisions of the arrangement,
after its confirmation, have been performed; and

(8) any other appropriate provisions not in-
consistent with this chapter.

(July 1, 1898, ch. 541, §357, as added June 22,
1938, ch. 576, § 1, 52 Stat. 910.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title,

Prior PROVISIONB

Pars. (3) and (5) were from second sentence of former
section 202 (h) of this title.
CRro8s REFERENCES

Rejection of executory contract as breach thereof, see
section 103 of this title.

SUBCHAPTER IX.—CONFIRMATION OF
ARRANGEMENT

§ 761, Unanimously accepted arrangement; confirma-
tion upon deposit by debtor,

An arrangement which at the meeting of creditors,

as provided in section 736 of this title, has been ac-

cepted In writing by all creditors affected thereby,
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whether or not their claims have been proved, shall
be confirmed by the court when the debtor shall
have made the deposit required under this chapter
and under the arrangement, and if the court is satis-
fled that the arrangement and its acceptance are in
good faith and have not been made or procured by
any means, promises or acts forbidden by this title,
(July 1, 1898, ch. 541, § 361, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 811.)

EFFECTIVE DATE AND CONSTRUCTION

Effective daté and construction of act June 22, 1538,
known as the Chandler Act, see note under section 1
of thls title,

Pr1oR PROVISIONS

This section in part was from former sections 30 (d) (3)
and 202 (g) (4) of this title,

§762. Majority accepted arrangement; application for
confirmation,

If an arrangement has not been so accepted, an
application for the confirmation of the arrange-
ment may be flled with the court within such time
as the court shall have fixed in the notice of such
meeting, or at or after such meeting and after, but
not before—

(1) it has been accepted in writing by a ma-
jority in number of all creditors or, if the creditors
are divided into classes, by a majority in number of
all creditors of each class, affected by the arrange-
ment, whose claims have been proved and allowed
before the conclusion of the meeting, which num-
ber shall represent a majority in amount of such
claims generally or of each class of claims, as the
case may be; and

(2) the debtor has made the deposit required
under this chapter and under the arrangement.

(July 1, 1898, ch, 541, § 362, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 911,
EfFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under sectlon 1 of
this title,

Pr1oR PROVISIONS

This sectlon was from first sentence of former sectlon
202 (e) of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 787 of this title,

§763. Alterations or meodifications prior and subse-
quent to confirmation,

Alterations or modifications of an arrangement
may be proposed in writing by a debtor, wich leave
of court, at any time before the arrangement is con-
firmed; or where the court has retained jurisdiction
pursuant to the provisions of section 768 of this title,
an arrangement providing for an extension of time
for the payment of debts in whole or in part may be
altered or modified after it has been confirmed to
the extent and subject to the Hmitations set forth
in section 787 of this title. (July 1, 1898, ch. 541,
§ 363, as added June 22, 1938, ch. 575, § 1, 52 Stat.
911, and amended Aug. 23, 1958, Pub, L, 85-732,
§ 7, 72 Stat, 821,)

AMENDMENTS
1858—Pub, L. 85-732 inserted provision respecting al-

teration or modification of an arrangement which has
been confirmed.
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

§764. Same; acceptance.

Unless the court finds that the proposed altera-
tion or modification does not materially and ad-
versely affect the interest of any creditor who has
not in writing assented thereto, the court shall ad-~
journ the meeting or, if closed, reopen the meeting,
and may enter an order that any creditor who ac-
cepted the arrangement and who fails to flle with
the court, within such time as shall be fixed in the
order, his rejection of the altered or modified ar-
rangement, shall be deemed to have accepted the
alteration or modification and the arrangement so
altered or modified, unless the previous acceptance
provides otherwise. (July 1, 1898, ch. 541, § 364,
as added June 22, 1938, ch. 575, § 1, 52 Stat. 911,)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 232, 1938,
known as the Chandler Act, see note under section 1 of
thls title.

§765. Same; notice.

At least ten days' notice of the adjourned or re-
opened meeting, together with a copy of the order,
if entered, and of the proposed alteration or modifi-
cation, shall be given to the debtor, the creditors,
and other parties in interest. (July 1, 1898, ch, 541,
§ 365, as added June 22, 1938, ch, 575, § 1, 52 Stat.
911,

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

§ 766. Requisites for confirmation.
The court shall confirm an arrangement if satis-
fled that—

(1) the provisions of this chapter have been
complied with;

(2) it is for the best interests of the creditors
and is feasible;

(3) the debtor has not been guilty of any of the
acts or failed to perform any of the duties which
would be a bar to the discharge cf a bankrupt;
and

(4) the proposal and its acceptance are in good
faith and have not been made or procared by any
means, promises, or acts forbidden by this title.
Confirmation of an arrangement shall not be re-

fused solely because the interest of a debtor, or if
the debtor is a corporation, the interests of its stock-
holders or members will be preserved under the ar-
rangement. (July 1, 1898, ch. 541, § 366, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 911, and amended
July 7, 1952, ch. 5179, § 35, 66 Stat. 433.)

AMENDMENTS

1952—Act July 7, 19562, struck out provisions relating
to the proposed plan being “falr and equitable’” and
added the last paragraph.

EFrFecTIVE DATE OF 1062 AMENDMENT

Amendment of sectlon effective three months after
July 7, 1952, see note under section 1 of this title.
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EFFECTIVE DATE AND CONSTRUCTION

Eftective date and construction of act June 23, 1938,
known as the Chandler Act, see note under section 1

of this title.
PRIOR PROVISIONS

This section was from former section 202 (g) of this

title.
SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 787 of this title.

§767. Effect of confirmation,
Upon confirmation of an arrangement—
(1) the arrangement and its provisions shall
be binding upon the debtor, upon any person issu-
ing securities or acquiring property under the
arrangement and upon all creditors of the debtor,
whether or not they are affected by the arrange-
ment or have accepted it or have filed their
claims, and whether or not their claims have been
scheduled or allowed and are allowable;
(2) the money deposited for priority debts and
for the costs and expenses shall be disbursed to
the persons entitled thereto;
(3) the consideration deposited, if any, shall be
distributed and the rights provided by the ar-
rangement shall inure to the creditors affected by
the arrangement, including the United States, any
State, and any subdivision thereof, whose claims
are flled within the time prescribed by section 755a
of this title and are allowed; and
(4) except as otherwise provided in sectlons
769 and 770 of this title, the case shall be dis-
missed,
(July 1, 1898, ch. 541, § 367, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 912, and amended July 7, 1952,
ch. 579, § 36, 66 Stat. 433; Nov. 13, 1963, Pub. L.
88-175, § 3, 77 Stat. 331; Nov. 28, 1967, Pub. L. 90-1586,
§ 3, 81 Stat. 510.)
AMENDMENTS

1967—Par. (3). Pub. L. 90-1568 substituted “, including
the United States, any State, and any subdivision thereof,
whose claims are flled within the time prescribed by sec-
tlon 755a of this title and are allowed” for "whose claims
(a) have been filed prior to the date of confirmation but
within the time prescribed by section 755a of this title
and are allowed or (b) have been filed after the date of
confirmation but within the time prescribed by section
755a of this title and are allowed”,

1963—Par. (3). Pub. L. 88-175 inserted “but within
the time prescribed by section 755a of this title" in clause
(a), and substituted '‘have been filed after the date of
confirmation but within the time prescribed by section
765a of his title and are allowed” for “whether or not
filed have been scheduled by the debtor and are not con-
tingent, uniiquidated, or disputed” in clause (b).

1952—Par, (3). Act July 7, 1952, struck out “are not
barred by the provisions of section 764 of this title' fol-
lowing “whose claims”, substi*uted ‘‘filed” for “proved"
in two places and “and are not contingent, unliquidated,
or disputed;” for “as fixed labilitles, liquidated in
amount, and are not disputed;".

EFFECTIVE DATE OF 1962 AMENDMENT

Amendment of section eftective three months after

July 7, 1952, see note under section 1 of this title,
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, sece note under section 1
of this title.

Prior Provisions

Par, (1) was from first sentence of former section
202 (1) of thls title.

Pars. (8) and (4) were from first sentence of former
section 202 (J) of this title and first sentence of former
section 30 (e) of this title.
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§768. Retention of jurisdiction; provision in arrange-
ment,
The court shall retain jurisdiction, if so provided
In the arrangement. (July 1, 1898, ch. 541, § 3868, as
added June 22, 1938, ch. 575, § 1, 52 Stat. 812.)

ErrFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1838,
known as the Chandler Act, see note under section 1
of this title.

Prior PROVISIONS

This section was from last sentence of former section

202 (J) of this title.

SECTION REFERRED TO 1IN OTHER SECTIONS

This section is referred to in sections 763, 787 of this
title.

§ 769. %ttzme; until final allowance or disallowance of
ebts.

The court shall in any event retain jurisdiction
untii the final allowance or disallowance of all claims
affected by the arrangement which have been filed
within the limitations as to time and amount pre-
scribed by section 775a of this title but have not been
allowed or disallowed prior to confirmation. (July 1,
1898, ch. 541, § 369, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 912, and amended July 7, 1952, ch. 579,
§ 37, 66 Stat. 433; Nov. 13, 1963, Pub. L. 88-1175, § 4,
77 Stat. 331; Nov. 28, 1867, Pub. L. 90-156, § 4, 81
Stat. 510.)

AMENDMENTS

1967—Pub. L, 00-156 substituted the provision that the
court shall retain jurisdiction as to claims filed within the
limitations as to time and amount prescribed by section
755a of this title but which have not been allowed or
disallowed prior to confirmation for the provisions that
the court shall retain jurisdiction as to debts affected by
the agreement which (1) have been proved, but not al-
lowed or disallowed, prior to the date of confirmation;
or (2) are disputed or unliquidated, have been scheduled
by the debtor, and are filed within the time prescribed
by section 755a of this title; or (3) arise from the rejec-
tion of executory contracts by the debtor and are filed
within the time prescribed by section 755a of this title.

1963—Par. 2. Pub. L, 88-175 substituted “filed with-
in the time prescribed by section 755a of this title” for
"proved within such time as the court may direct.”

Par. (3). Pub. L. 88-175 substituted “filed within the
time prescribed by section 755a of this title” for “proved
within such time as the court may direct.”

1952——Act July 7, 1952, amended the first unnumbered
paragraph of section by striking out “and not barred by
the provisions of section 752 of this title.”

EFFECTIVE DATE OF 1952 AMENDMENT
Amendment of section effective three months after
July 7, 1952, see note under section 1 of this title.
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of

this title.
CROSS REFERENCES

Rejection of executory contract as breach thereof, see
section i03 of this title,

HECTION REFERRED TO IN OTHER SECTIONS

This sectlon is referred to in sections 767, 770 of this
title,

§770. Allowance of debts; distribution of deposited
consideration.

Upon the allowance of any debts specified in para-
graphs (1)—(3) of section 769 of this title, the con-
sideration, if any, deposited for them shall be dis-
tributed and the rights provided by the arrangement
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shall inure to the creditors to whom such debts are
owing. (July 1, 1898, ch. 541, § L70, as added June
22, 1938, ch. 575, § 1, 52 Stat. 912.)

EFFECTIVE DATE AND CONSTRUCTION
Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this tltle.
SECTION REFERRED TO IN OTHER SECTIONS
This sectlon is referred to in sectlon 767 of thls title,

§771. Discharge of unsecured debts upon confirma-
tion.

The confirmation of an arrangement shall dls-
charge a debtor from all his unsecured debts and
liabllities provided for by the arrangement, except
as provided in the arrangement or the order con-
firming the arrangement, but excluding such dzbts
as, under section 35 of this title, are not discharge-
able. (July 1, 1898, ch. 541, § 371, as added June 22,
1938, ch. 575, § 1, 52 Stat. 912, and amended July 7,
1952, ch. 579, § 38, 66 Stat. 433.)

AMENDMENTS
1962—Act July 7, 1952, struck out “including the claims
speclfied In section 754 of thls title" following ‘“the
arrangement’’,
EFFECTIVE DATE OF 1952 AMENDMENT
Amendment of section effective three months after
July 7, 1852, see note under sectlon 1 of this title,
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

§ 772, Final decree upon consummation of arrange-
ment,

Upon the consummation of a proceeding under
thls chapter after confirmation of an arrangement,
the court shali enter a final decree discharging the
recejver or trustee, If any; closing the cstate; and
making such provisions, by way of Injunction or
otherwise, as may be equitable. (July 1, 1898. ch.
541, § 372, as added June 22, 1938, ch. 575, §1, 52
Stat. 912,)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and constructlon of act June 22, 1038,
known as the Chandler Act, see note under sectlon 1 of
this title.

SUBCHAPTER X.—DISMISSAL AND
ADJUDICATION
§776. Abandonment or rejection of arrangement
before confirmation.

If the statement of the executory contracts encl
the schedules and statement of affalrs, as provided
by paragraph (1) of section 724 of this title, are not
duly filed, or if an arrangement is not proposed in
the manner and within the time fixed by the court.
or If an arrangement is withdrawn or abandoned
prior to its acceptance, or is not accepted at the
meeting of creditors or within such further time as
the court may fix, or if the money or other consid-
eration requircd to be deposited is not deposited or
the application for confirmatlon is not filled within
the time fixed by the court, or if confirmation of the
arrangement is refused, the court shall—

(1) where the petition was filed under section

721 of this title, enter an order dismissing the

proceeding under this chapter and directing that
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the bankruptcy be proceeded with pursuant to the
provisions of this title; or
(2) where the petition was filed under section
722 of this title, enter an order, upon hearing
after notice to the debtor, the creditors, and such
other persons as the court may direct, either ad-
Judging the debtor a bankrupt and directing that
bankruptcy be proceeded with pursuant to the
provisions of this title or dlsmissing the proceed-
ing under this chapter, whichever in the opinion
of the court may be in the interest of the credi-
tors: Provided, however, That an order adjudging
the debtor a bankrupt may be entered without
such hearing upon the debtor’s consent.
(July 1, 1898, ch. 541, § 376, as added June 22, 1938,
ch. 575, §1, 52 Stat. 912, and amended July 7,
1952, ch. 579, § 39, 66 Stat. 434; Aug. 23, 1958, Pub.
L. 85-732, § 8, 712 Stat. 821.)

AMENDMENTS
1958—Pub. L. 86-732 inserted “or if an arrangement ls
not proposed In the manner and within the time fixed
by the court"” in the opening paragraph, and the proviso
clause in par. (2).
1952—Act July 7, 1852, amended sectlon by adding “If
a statement * * * are not duly filed or”,
EFFECTIVE DATE OF 1062 AMENDMENT
Amendment of section effective three months after
July 7, 1052, see note under sectlon 1 of this title,
EFFECTIVE DATE AND CONoTRUCTION

Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
thls title.

PRIOR PROVISIONS

This sectlon was from first and second sentences of
former section 202 (I1) of this tltle and former sectlon
30 (e) of this title.

§777. Termination or default after confirmation.

Where the court has retained jurisdiction after the
confirmatlon of an arrangement and the debtor de-
faults in any of the terms thereof or the arrangement
terminates by reason of the happening of a condi-
tlon specified In the arrangement, the court upon
hearing after notice to the debtor, the creditors, and
such other persons as the court may direct shall—

(1) where the petition has bcen filed under
section 721 of this tltle, enter an order dismiss-
ing the proceeding under this chapter and ad-

Judging the debtor a bankrupt, if not previously

50 adjudged, and directing that the bankruptcy be

proceeded w.th pursuant to the provislons of this

title; or
(2) where the petitlon has been filed under scc-
tion 722 of this title, enter an order either adjudg-
ing the debtor a bankrupt and directing that
bankruptcy be proceeded with pursuant to the
provisions of this title or dismissing the proceed-
ing under this chapter, whichever in the oplnion
of the court may be In the Interest of the creditors,
(July 1, 1898, ch. 541, § 377, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 913.)

EFFECTIVE DATE AND CONSTRUCTICN

Effectlve date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

Thls sectlon was from first and second sentences of
former section 202 (l) of this title and former section
30 (e) of thls title,
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§778. Procedure upon order directing that bank-
ruptcy be proceeded with.

(2) Reinstatement of bankruptcy proceeding; trustee;
filing of separate debt schedule; tax claims; prov-
able cisims; date for first mecting of creditors;
disallowance of untimely claims.

Upon the entry of an order directing that bank-
ruptey be proceeded with—

(1) in the case of a petition filed under section
721 of this title, the bankruptcy proceeding shall
be deemed relnstated and thereafter shall be con-
ducted, so far as possible, as if such petition under
this chapter had not been filed;

(2) in the case of a petition filed under section
722 of this title, the proceeding shalil be conducted,
so far as possible, in the same manner and with
like effect as if a voluntary petition for adjudica-
tlon in bankruptcy had been filed and a decree
of adjudication had been entered on the day when
the petition under this chapter was filed; and the
trustee nominated by creditors under this chapter
shall be appointed by the court, or, if not so nomi-
nated or if the trustee so nominated fails to qualify
within five days after notice to him of the entry of
such order, a trustee shall be appointed by the
court;

(3) a separate schedule listing unpaid obliga-
tions Incurred after the flling of the petition
under this chapter, including the amounts owing,
the creditors’ names, and their addresses or places
of business, and a statement of all contracts,
executory in whole or in part, assumed or entered
into after the filing of the petition, shali be filed
with the court within thirty days after the entry
of such order or within such further time as the
court may allow; such schedule and statement
shall be filed by the debtor for any obligations
incurred and contracts assumed or entered into
by him while continued in possession and before
the qualification of a receiver, if any, under this
title, and if a reeelver has qualified or a trustee
has been continued in possession, the schedule
and statement shall be filed by such receiver or
trustee for any obligations incurred and con-
tracts assumed or entered into by him; and

(4) except as otherwise provided in this section,
only clalms for taxes dus the Unitced States or
any State or any subdivision thereof at the time
of the flling of the original petition under this
title and such clalms as are provable under sec-
tlon 103 of this title shall be allowed: and, as to
any such claims not already duly filed, where the
petition was filed under section 721 of this title
and an order setting the first date for the first
meeting of creditors was made before the filing of
such petition, the date of mailing of notice to
creditors of the entry of the order directing that
kankruptcy be proceeded with shall, for the pur-
poses of subdivision (n) of section 93 of this title,
ke deemed to be the first date set for the first
meeting of creditors; but if the time for filing
claims in a pending bankruptey proceeding had
expired prior to the filing of a petition under this
chapter, claims not filed within the time pre-
scribed or as permitted by subdivision (m) of
sectlon 93 of this title shall not be allowed in the
reinstated bankruptcy proceeding.
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(b) Executory contracts; rejection.

Any contract which is entered into or assumed by
a debtor in possession, receiver, or trustee in a pro-
ceeding under this chapter and which is executory
in whole or in part at the time of the entry of an
order directing that bankruptcy be proceeded with
shall be deemed to be rejected unless expressly as-
sumed within sixty days after the entry of such order
or the qualificatlon of the trustee in bankruptey,
whichever is the later, but the court may for cause
shown extend or reduce the time. When a contract
entered into or assumed in a superseded proceed-
ing Is rejected, the resulting labiiity shall consti-
tute a cost of administration of the superseded
proceeding,

(¢) Filing of claims.

Upon the flling of the schedule and statcment re-
quired by subdivision (a) of this section, the court
shall make an order directing the claims against the
debtor in possession, receiver, or trustee, including
all claims of the United States, any State, or any
subdivision thereof, to be filed, and the holders of
such claims to be notified to file their claims within
sixty days from the date of the order. The court shall
designate the form and manner in which the notice
shall be given, Notwithstanding the foregoing, claims
not duly scheduled as provided in subdlvision (a) of
this section and claims arising from rejection of
executory contracts under subdivision (b) of this sec-
tion may be filed within such further time as the
court may direct. Except as otherwise provided in
this section, claims against the debtor in possession,
recelver, or trustee shall be proved and filed in the
manner provided in section 93 of this title.

(d) Disallowance of untimely claims; surplus,

Zlaims directed to be flled under subdivision (¢)
of this section but not filed within the time therein
provided shall rot be allowed and shall be barred,
and the debtor in possession, recelver, or trustee shall
be forever discharged from any liability with respect
to such claims. When all claims which have been
duly ailowed have been paid in full, claims directed
to be filed but not flled within the time prescribed
pursuant to subdivision (¢) and claims not allowable
under paragraph (4) of subdivision (a) of this sec-
tion because not filled within the time prescribed
therein may nevertheless be filed within such time as
the court may fix or for cause shown extend and, if
duly provided, shall be allowed against any surplus
remaining in such case. (July 1, 1898, ch. 541, § 378,
as added June 22, 1938, ch. 575, § 1, 52 Stat. 913, and
amended Nov. 28, 1967, Pub. L. 90-157, § 3, 81 Stat.
513.)

AMENDMENTS
1967—Subd. (a). Pub, L. 80-157 designated existing
provisions as subd. (a), substltuted in par, (2) provision
for appointment of a trustee by the court for appoint-
ment as provided for {n section 73 of this title, and added
pars. (3) and (4).
Subds. (b)-(d). Pub. L. 80-157 added subds. (b)-(d).

EFFECTIVE DATE AND (ONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,
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Prior PROVISIONS
Par. (2) was from first sentence of former section
202 (1) of this title and second sentence of former section
202 (m) of this title,
SecTION REFERRED TO IN OTHER SECTIONS
This sectlon 18 referred to In section 104 of this title.

§779. Adjudication against wage earner or farmer;
consent,

No adjudication shall be entered under this chap-
ter against a wage earner or farmer unless such per-
son shall in writing file with the court consent to the
adiudication. (July 1, 1898, ch. 541, § 379, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 913.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under sectlon 1 of
this tltle.

PRrIOR PROVISIONS

This sectlon was from last sentence of former sectlon
202 (1) of this title and former section 202 (p) of this tltle,

§780. Final decree upon dismissal of original petition.

Upon the dismissal of a proceeding originated by a
petition filed under section 722 of this title, the court
shall enter a final decree discharging the receiver,
if any, and closing the estate. (July 1, 1898, ch. 541,
§ 380, as added June 22, 1938, ch. 575, § 1, 52 Stat.
913.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under sectlon 1 of
this title.

§ 781, Proceedings after confirmation of arrangement.

Where, after the confirmation of an arrangement,
the court shall enter an order directing that bank-
ruptey be proceeded with—

(1) the trustee shall, upon his appointment and
qualification, be vested with the title to all the
property of the debtor as of the date of the entry
of the order directing that bankruptcy be pro-
ceeded with;

(2) the unsecured debts incurred by the debtor
after the confirmation of the arrangement and
before the date of the entry of the final order
directing that bankruptcy be proceeded with shall,
unless and except as otherwise provided in the
arrangement or in the <.der confirming the ar-
rangement, share on a parity with the prior un-
secured debts of the same classes, provable in the
ensuing bankruptcy proce:-wing, and for such pur-
pose the prior unsecured dci:ts shall be deemed to
be reduced to the amounts respectively provided
for them in the arrangement or in the order con-
firming the arrangement, less any payment made
thereunder; and
(3) the provisions of chapters 1 to 7 of this title,
shall, insofar as they are not inconsistent or in
conflict with the provisions of this section, apply
to the rights, duties, and liabilities of the creditors
holding debts incurred by the debtor after the
confirmation of the arrangement and before the
date of the final order directing that bankruptcy
be proceeded with, and of all persons with respect
to the property of the debtor, and, for the pur-
poses of such application, the date of bankruptcy
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shall be taken to be the date of the entry of the
order directing that bankruptcy be proceeded
with.
(July 1, 1898, ch. 541, § 381, as added July 7, 1952,
ch. 579, § 40, 66 Stat. 434.)

EFFECTIVE DATE

Sectlon effectlve three months after July 7, 1952, see
note under sectlion 1 of this title.

SUBCHAPTER XI.—ARRANGEMENTS, WHEN
SET ASIDE OR MODIFIED

§ 786. Fraud in procuring arrangement,

If, upon the application of parties in interest filed
at any time within six months after an arrangement
has been confirmed, it shall be made to appear
that fraud was practiced in the procuring of such
arrangement and that knowledge of such frand has
come to the petitioners since the confirmation of
such arrangement—

(1) if the debtor has been guilty of or has par-
ticipated in the fraud or has had knowledge
thereof before the confirmation and has failed to
inform the court of the fraud, the court may set
aside the confirmation and thereupon, (a) where
the petition was filed under section 721 of this
title, reinstate the pending bankruptcy proceed-
ing, adjudge the debtor a bankrupt, if he has not
already been so adjudged, and direct that the
bankruptcy proceeding be proceeded with, or (b)
where the petition was filed under section 722
of this title, reinstate the proceeding, adjudge
the debtor a bankrupt, and direct that bank-
ruptcy be proceeded with pursuant to the provi-
sions of this title; or

(2) the court may set aside the confirmation,
reinstate the proceeding under the petition filed
under this chapter, and hear and determine appli-
cations for leave to propose, within such time as
the court may fix, alterations or modifications of
the arrangement for the purpose of correcting the
fraud; or

(3) the court may reinstate the proceeding
under the petition filed under this chapter and
modify or alter the arrangement for the purpose
of correcting the fraud, but may not materially
modify or alter the arrangement adversely to the
interests of any party who did not participate in
the fraud and who does not consent to such
modification or alteration, or to the prejudice of
any innocent person, who, for value, subsequent
to the confirmation, acquired rights in reliance
upon it.

(July 1, 1898, ch. 541, § 386, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 913.)

ErFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, sec note under section 1
of this title.

PrIOR PROVISIONS

This section was from former sections 31 and 202 (k)

of this title.

§ 787. Alteration or modification of confirmed ar-
rangement; procedure,

Where an arrangement which has been confirmed
provides for an extension of time for payment in
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whole or in part of the debts affected by the ar-
rangement, and the court has retained jurisdiction
pursuant to section 768 of this title—

(1) A proposal to alter or modify the arrange-
ment by changing the time of payment of de-
ferred installments of the consideration, or by
reducing the amount of such payments, or to
accomplish both of such alterations or modifica-
tions, may be filed by the debtor with leave of
court after the arrangement has been confirmed,
but before the deferred consideration has been
fully paid, or if such deferred consideration is rep-
resented by negotiable promissory notes, then be-
fore such notes have been delivered to the
creditors.

(2) The proposal to alter or modify the ar-
rangement shall set forth the proposed alterations
or modifications, shall state whether the deferred
payments provided for by the arrangement are
evidenced by negotiable promissory notes and, if
so, whether such promissory notes have been de-
livered to the creditors, and the reasons why such
alterations or modifications are proposed. The
proposal shall be accompanied by a list of the
names and addresses of all creditors who nave
extended credit to the debtor since the arrange-
ment was confirmed.

(3) If the court permits the proposed altera-
tions or modifications to be filed, it shall call &
meeting of the creditors on at least ten days’ writ-
ten notice to the debtor, the creditors and other
parties in interest, including creditors who ex-
tended credit during the proceeding or after the
arrangement was confirmed, and shall transmit
with such notice a copy of the alterations or mod-
ifications proposed.

(4) If at such meeting the arrangement as al-
tered or modified is accepted as required for con-
firmation by section 762 of this title by the
creditors affected by such alteration or modifica-
tion, the court, subject to the provisions of sec-
tion 1766 of this title, shall confirm the
arrangements as altered or modified.

(July 1, 1898, ch. 541, § 387, as added Aug. 23, 1958,
Pub. L. 85-732, § 9, 72 Stat. 822,)
SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 763 of this title.

SUBCHAPTER XII—GENERAL PROVISIONS

§791. Suspension of statutes of limitation, cte.

All statutes of limitation affecting claims provable
under this chapter and the running of all periods
of time prescribed by this title in respect to the
commission of acts of bankruptcy, the recovery of
preferences and the avoidance of liens and transfers
shall be suspended while a proceeding under this
chapter is pending and until it is finally dismissed.
(July 1, 1898, ch. 541, § 391, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 914.)

EFFECTIVE DATE AND CONSTRUCTION

* Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title.

§ 792. Notices; manner of giving.

Unless otherwise directed by the court, all notices
required by this chapter may be given by mail to the
parties entitled thereto to their addresses ascertained
in the manner prescribed for other notices in section
94 of this title. (July 1, 1898, ch. 541, § 392, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 914.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title,

§5793. Unregistered sccurities; use of mails and
interstate commerce.

(a) The provisions of section 77e of Title 15 shall
not apply to—

(1) any security issued by a receiver, trustee, or
debtor in possession pursuant to section 744 of this
title; or

(2) any transaction in any security issued pur-
suant to an arrangement in exchange for claims
against the debtor or partly in exchange and
partly for cash and/or property, or issued upon
exercise of any right to subscribe or conversion
privilege so issued, except (A) transactions by an
issuer or an underwriter in connection with a
distribution otherwise than pursuant to the ar-
rangement, and (B) transactlons by a dealer as
to securities constituting the whole or a part of
an unsold allotment to or subscription by the
dealer as a participant in a distribution of such
securities by the issuer or by or through an under-
writer otherwise than pursuant to the arrange-
ment.

(b) As used in this section, the terms “security”,
“issuer”, ‘underwriter”, and “dealer” shall have the
meanlngs provided In section 77b of Title 15. (July
1, 1898, ch. 541, § 393, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 914, and amended Sept. 25, 1962, Pub.
L. 87-681, § 16, 76 Stat. 574.)

AMENDMENTS

1962—Subd. (a) (2). Pub. L.87-681 eiminated "securi-
ties of or’” following “arrangement in exchange for’” and
redesignated pars. (a) and (b) as (A) and (B), respec-
tively.

EfFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title.

§794. Secretary of Treasury; notices and informa-
tion to.

The clerk and, in the case of a reference, the
referee after such reference, shall forthwith trans-
mit to the Secretary of the Treasury coples of—

(1) all petitions flled under sections 721 and
722 of this title;

(2) all notices given in a proceeding under this
chapter;

(3) all orders dismissing proceedings or direct-
ing that bankruptcy be proceeded with, discharg-
ing debtors, closing estates, and setting aside con-
firmations;

(4) all orders appointing receivers or continu-
ing debtors in possession;

(5) all orders confirming arrangements, to-
gether with copies of such arrangements;
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(8) all orders approving alterations or modifi-
cations in arrangements, together with copies of
such alterations or modifications;

(7) all applications for allowances for compen-
sation and expenses, and the orders making or
refusing to make such allowances; and

(8) such other papers flled in the proceedings
as the Secretary of the Treasury may request or
which the court may direct to be transmitted to
him,

Any order fixing the time for conflrming an ar-
rangement which affects claims of the United States
shall include a notice to the Sccretary of the Treas-
ury of not less than fifteen days. (July 1, 1898,
ch. 541, § 394, as added June 22, 1938, ch. 575, § 1, 52
Stat. 915.)

EFFECTIVE DATE AND CONSBTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under seetion 1 of
this tltle.

§795. Taxes; income or profit from modification of
indebtedness.

Except as provided in section 796 of this title, no
income or profit, taxable under any law of the United
States or of any State now in force or which may
hereafter bc enacted, shall, in respect to the adjust-
ment of the Indebtedness of a debtor in a proceeding
under this chapter, be deemed to have accrued to or
to have been realized by a debtor or a corporation
organized or made use of for effectuating an arrange-
ment under this chapter by reason of a modification
in or cancellation in whole or in part of any such
indebtedness in a proceeding under thls chapter:
Provided, however, That if it shiall be made to appear
that the arrangement had for one of its principal
purposes the evasion of any income tax, the exemp-
tion provided by this section shall be disallowed.
(July 1, 1898, ch. 541, § 395, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 915.)

EFFeCTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of

this title.
CROSS REFERENCES

Applicatlon of thls section to compositlons and exten-
sions confirmed under former sections 30 and 202 of this
title, see section 709 (4) of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This sectlon 1a referred to in section 799 of this title,

§796. Same; income tax; property basis adjustment.

In determining the basis of property for any pur-
poses of any law of the United States or of a State
imposing a tax upon income, the basis of the debt-
or's property (other than money) or of such prop-
erty (other than money) as is transferred to any
person required to use the debtor’s basis in whole
or in part shali be decreased by an amount equal
to the amount by which the indebtedness of the
debtor, not including accrued interest unpaid and
not resulting in a tax benefit on any income-tax
return, has been canceled or reduced in a proceed-
ing under this chapter, but the basis of any par-
ticular property shall not be decreased to an amount
less than the fair market value of such property as
of the date of entry of the order confirming the
arrangement. Any determination of value in a pro-
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ceeding under this chapter shall not be deemed a
determination of fair market value for the purposes
of thissection. The Commissioner of Internal Reve-
nue, with the approval of the Secretary of the
Treasury, shall prescribe such regulations as he
may deem necessary in order to reflect such de-
crease in basis for Federal income-tax purposes and
otherwise carry into effect the purposes of this
section. (July 1, 1898, ch. 541, § 396, as added June
22, 1938, ch. 575, § 1, 52 Stat. 915, and amended July
1, 1940, ch. 500, § 2, 54 Stat. 709.)
AMENDMENTS

1940—Act July 1, 1940, added "but the basis of any par-
tlcular property shall not be decreased to an amount less
than the fair market value of such property as of the
date of entry of the order confirming the arrangement’ in
the first sentence and Inserted second sentence.

EFFECTIVE DATE oF 1040 AMENDMENT

Act July 1, 1840, was, by enacting clause thereof,

made retroactively effective as of June 23, 1038,
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

TRANSFER OF FUNCTIONS

All functions of all officers of the Department of the
Treasury, and all functions of all agencies and em-
ployees of such Department, were transferred, with cer-
tain exceptions, to the Secretary of the Treasury, with
power vested in him to authorize their performance or
the performance of any of his functions, by any of such
officers, ageucles, and employeces, by 1950 Reorg. Plan
No. 26, §§ 1, 2, eff. July 31, 1850, 15 F. R. 4935, 64 Stat.
1280 set nut in the Appendix to Title 5, Government
Organlzation and Employees. The Commlissioner of Inter-
nal! Revenue, referred to in thils section, is an officer of
the Treasury Department,

CROSS REFERENCES

Application of thls section to compositions and exten-
slons confirmed under former sectlons 30 and 202 of this
title, sce section 709 (4) of this tltle.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to In sections 795, 709 of this
title.

§797. Same; assessment and payment or acceptance
of arrangement by taxing agency.

Any provision in this chapter to the contrary not-
withstanding, ali taxes which may be found to be
owing to the United States or any State from a
debtor within one year from the date of the flling
of a petition under this chapter, and have not been
assessed prior to the date of the confirmation of
an arrangement under this chapter, and all taxes
which may become owing to the United States or
any State from a recelver or trustee of a debtor or
from a debtor in possession, shall be assessed against,
may be collected from, and shall be paid by the
debtor or the corporation organized or made use of
for effectuating an arrangement under this chapter:
Provided, however, That the United States or any
State may in writing accept the provisions of any
arrangement dealing with the assumption, settle-
ment, or payment of any such tax, (July1, 1898, ch,
541, § 397, as added June 22, 1938, ch, 575, § 1, 52
Stat. 915.)

EFFeECTIVE DATE AND CONBTRUCTION
Effectlve date and construction of act June 22, 1938,

known as the Chandler Act, see note under section 1 of
this title,
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SUBCHAPTER XIII—WHEN CHAPTER TAKES
EFFECT

§799. Proceedings to which chapter applies.

(1) On and after the effective date of this amenda-
tory Act, this chapter shall apply to debtors and
their creditors, whether their rights, claims, and
interests of any nature whatsoever have been ac-
quired or created before or after such date;

(2) a petition may be filed under this chapter in
a proceeding in bankruptcy which is pending on the
effective date of this amendatory Act;

(3) the provisions of sections 30, 201, and 202
of this title shall continue in full force and effect
with respect to proceedings pending under those
sections upon the effective date of this amendatory
Act; and

(4) sections 795 and 796 of this title shall apply
to compositions and extensions confirmed under sec-
tions 30 and 202 of this title before the effective
date of this amendatory Act and to compositions
and extensions which may be confirmed under sec-
tions 30 and 202 of this title on and after such
effective date. (July 1, 1898, ch. 541, § 399, as
added June 22, 1938, ch. 575, § 1, 52 Stat. 916.)

CHANDLER ACT, EFFECTIVE DATE
Sectlon T of act June 23, 1938, provided that: “Thls
amendatory Act shall take effect and be in force on and
after three months from the date of its approval.”
Construction and operation of act June 22, 1938, see
note under section 1 of this title.

Chapter 12—REAL PROPERTY ARRANGEMENTS
BY PERSONS OTHER THAN CORPORATIONS

SUBCHAPTER 1.—CONSTRUCTION
Sec.
801.
802,

Exclusive appiication of chapter,
Application of other provislons.

SUBCHAPTER II.—DEFINITIONS

806, In general,
807. Credlitors nffected by arrangement; determination.

SUBCHAPTER III.—JURISDICTION, POWERS, AND
DUTIES OF THE COURT

Exciusive jurisdiction of debtor and property.
Jurlsdiction, powers, and dutles.

Same; admintstration of estate.

814. Stay of actlons,

815. Notices.

816. Appellatz jurisdiction.

8Il.
812,
813.

SUBCHAPTER IV.—PETII'ION AND STAY

821, Filing petition; pending bankruptcy proceeding.

822, Same; original petition.

823. Contents of petition.

824. Statements and fees to accompany petition.

825. Petition In pending bankruptcy proceeding as stay
of adjudication or administration.

826. Bond of debtor in origlnal petition.

827. Same; fallure to give bond.

828. Petltion as stay of actlons.

SUBCHAPTER V.—PROCEEDINGS SUBSEQUENT TO
FILING OF PETITION

Reference of proceeding to referce.

Appointment of trustee.

Appointment of appraisers.

Meeting of credltors; time; notice.

Same; information accompanyling notice; contents
of notice.

836. Same; conduct generally.

837. Same; conduct and business after acceptance of

arrangement.

831,
832,
833,
834.
835.
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SUBCHAPTER VI.—TITLE, RIGHTS, DUTIES, AND
POWERS OF DEBTOR AND OFFICERS

Sec,

841,

842,

843.

Trustee; title.

Same; rights, dutles, and powers.

Powers, rights, and duties to be same as if bank-
ruptey adjudged.

Continuance of debtor in possession.

Operation of business and management of property;
reports.

846. Issuance of certificates of indebtedness.

844,
845.

SUBCHAPTER VII—CREDITORS AND CLAIMS

851. Filing proofs of clalms; manner; time; objections to
allowance.

Classification of creditors.

Same; hearing.

Indenture trustee; flling claims,

United States as credltor.

Creditor may act In person or by agent.

Rights, duties, and liabilltles of creditors, etc.

Rejection of executory contract or unexpired lease;
assignment of future rent clalm; rights of In-
jured party.

869. Repealed.

852,
863.
854.
855.
856.
857,
868.

SUBCHAPTER VIII.—PROVISIONS OF ARRANGEMENT
861. Contents of arrangement.

SUBCHAPTER IX.--PROPOSAL, CONFIRMATION, AND
CONSUMMATION OF ARRANGEMENT

866. Proposal of approved arrangement.

867. Unanimously accepted urrangement; confirmation
upon deposit by debtor.

Majority accepted arrangement; apptication for con-
firmatlon.

869. Alterations or mod!fications; proposal.

870. Same; acceptance.

87). Same; notlce.

872. Requisites for confirmatlon.

873. Effect of confirmatlon.

874. Property to be free of debts affected by arrange-

ment.

875. Execution of instruments; satisfaction of llens, etc.

876. Discharge of debts upon confirmatlon.

877. Final decree upen consummation of arrangement,

868.

SUBCHAPTER X.—DISMISSAL AND ADJUDICATION

881. Abandonment or rejection of arrangement before
conflrmation,

Termination or default after confirmatlon,

Procedure upon order directing that bankruptcy be
proceeded with,

(s) Relnstatement of bankruptcy proceeding; fil-
ing of separate debt schedule; tax claims;
provable clatms.

(b) Executory contracts; rejection,

(c) Fillng of claims.

(d) Disallowance of untimely claims; surplus,

884. Adjudlcation against wage earner or farmer; con-
sent.

Flnal decree upon dlsmissal of original petition.

Proceedings after confirmation of arrangement.

882.
883.

885.
886.

SUBCHAPTER XI.-—COMPENSATION AND ALLOWANCES

881.
892,
803.
894,
8956,

Court officers and attorneys,

Other partles in interest.

Petition flled in pending bankruptey proceeding.

Same; referee in bankruptcey.

Dlsmlssal of proceeding or adjudication of bank-
ruptcy; arrangement allowarices,

Hearing of applications.

Dismissal of proceeding and relnstatement of bank-
ruptcy; charging of allowances In bankruptcy.

Appeals.

806.
807,

898.

SUBCHAPTER XII.—PRIOR PRGCEEDINGS

Right to petition during pendency of prior proceed-
ings.

Stay; rights of trustee or debtor In possesslon.

9086,

907.
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Sec,
008, Protection of obligatlons of prior flduclary; payment
of costs and expenses,
' 909. Relnstatement of prior proceeding on dismissal of
arrangement proceeding; allowances,

SUBCHAPTER XII1—ARRANGEMENTS, WHEN SET
ASIDE OR MODIFIED

811, Fraud in procuring arrangement.

SUBCHAFTER XIV.—GENERAL PROVISIONS

916, Buspenslon of statutes of limitation, etc.

017. Inapplicability to obligations held by certain Fed-
eral agencles,

018. Unregistered securities; use of malils and interstate
commerce,

010. Secretary of Treasury; notices and Information to.

920. Taxes; income or profit from modification of indebt-
edness,

921. Same; arrangement to evade.

022, Same; income tax; property basls adjustment,

923, Same; assessment and payment or acceptance of
arrangement by taxing agency.

SUBCHAPTER XV.—~WHEN CHAPTER TAKES EFFECT
026, Proceedings to which chapter applies,

SUBCHAPTER I.—CONSTRUCTION

§801. Exclusive application of chapter.

The provistons of this chapter shall apply exclu-
slvely to proceedlngs under this chapter., (July 1,
1898, ch. 541, § 401, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 916.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Aet, see note under section 1
of this title.

§802. Application of other provisions.

The provisions of chapters 1 to 7 of this title
shall, insofar as they are not inconsistent or in
conflict with the provisions of this chapter, apply to
proceedings under this chapter: Provided, however,
That subdivision (n) of section 93 of this title shall
not apply in such proceedings unless an order shall
be entered directing that bankruptcy be proceeded
with pursuant to the provisions of chapters 1 to 7 of
this title. For the purposes of such application, pro-
visions relating to “bankrupts” shall be deemed to
relate also to “debtors,” and “bankruptey proceed-
ings” or ‘proceedings in bankruptcy” shall be
deemed to include proceedings under this chapter.
For the purposes of such applicatlon the date of the
filing of the petition in bankruptcy shall be taken to
be the date of the flllng of an original petition under
section 822 of this title, and the date of adjudica-
tlon shall be taken to be the date of the filing of the
petition under section 821 or 822 of this title. (July
1, 1898, ch. 541, § 402, as added June 22, 1938, ch. 575,
§1, 52 Stat. 916.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title.

SUBCHAPTER II.-DEFINITIONS

§806. In general.

For the purposes of this chapter, unless inconsist-
ent with the context—
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(1) “arrangement” shall mean any plan which
has for its primary purpose the alteratlon or
modificatlon of the rlghts of creditors or of any
class of them, holding debts secured by real prop-
erty or a chattel real of which the debtor is the
legal or equitable owner;

(2) “claims” shall include all clalms of what-
ever character, against a debtor or his property,
whether or not such claims are provable under
section 103 of thls title and whether secured or
unsecured, liquidated or unfiquidated, fixed or
contingent;

(3) “consideration” shall include evidences of
indebtedness, either secured or unsecured, stock
and certificates of beneficlal interest therein, and
certificates of beneficial interest in property;

(4) “exeeutory contracts” shall include unex-
pired leases of real property;

(5) “creditors” shall mean the holders of
claims;

(6) “debtor” shall mean a person, other than a
corporation as defined in this title, who could
become a bankrupt under section 22 of this title,
who files o petition under this ehapter and who
is the legal or equitable owner of real property
or a chattel real which is security for any debt,
but shall not include a person whose only interest
in property proposed to be dealt with by the ar-
rangement is a right to redeem such property
from a sale had before the filing of such petition;

(7) “debts” shall include all claims;

(8) “indenture trustee" shall mean a trustee
under a mortgage, deed of trust, or Indenture, pur-
suant to which there are securities outstanding,
other than voting trust certificates, constltuting
debts against a debtor or debts secured by a llen
upon real property or a chattel real of which such
debtor is the legal or equitable owner; and

(9) “petition” shall mean a petltion filed under
this chapter proposing an arrangement by a
debtor.

(July 1, 1898, ch. 541, § 406, as added June 22, 1938,
ch. 675, § 1, 52 Stat. 916.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1 of

this title,
PRrIOR PROVISIONS

Par. (5) was from sixth sentence of former section
202 (a) of this title.

Par. (6) was {rom fifth sentence of former section
202 (a) of this title.

Par. (7) was from second sentence of former section
202 (n) of this title,

§807[.. Creditors affected by arrangement; determina-
on.

Creditors or any class thereof shall be deemed to
be “affected” by an arrangement only if thelr or
its interest shall be materially and adversely affected
thereby. Inthe event of controversy, the court shall
after hearing upon notice summarily determilne
whether any creditor or class is so affected. (July 1,
1898, ch. 541, § 407, as added June 22, 1938, ch. 575,
§ 1, 52 Stat, 917.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 232, 1938,

known as the Chandler Act, see note under section 1 of
this title.
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SUBCHAPTER III.—JURISDICTION, POWERS,
AND DUTIES OF THE COURT

§811. Exclusive jurisdiction of debtor and property.

Where not inconsistent with the provisions of
this chapter, the court in which the petition is filed
shall, for the purposes of this chapter, have exclusive
jurisdiction of the debtor and his property, wherever
located. (July 1, 1898, ch. 541, §4l11, as added
June 22, 1938, ch. 575, § 1, 62 Stat. 917.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of

this title.
Pr1oR PROVISIONS

This section was from first sentence of former section
202 (m) of this title,
Cross REFERENCES

Dellvery and accounting for property, see section 11
(a) (21) of this title.

§812. Jurisdiction, powers, and duties.

Where not inconsistent with the provisions of this
chapter, the jurisdiction, powers, and duties of the
court shall be the same—

(1) where a petition is flled under section 821
of this title, as if a decree of adjudication had
been entered in the bankruptcy proceeding at the
time the petition under this chapter was filed;
and

(2) where a petition Is flled under section 822
of this title, as’if a voluntary petition for adjudica-
tion in bankruptcy had been flled and a decree
of adjudication had been entered at the time the
petition under this chapter was filed.

(July 1, 1898, ch. 541, § 412, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 9117.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title,

Prior Provisions

This section was from first sentence of former section
202 (m) of this title.

§ 813. Same; administration of estate.

Upon the filing of a petition, the court may, in
addition to the jurisdiction, powers, and duties con-
ferred and imposed upon it by this chapter—

(1) permit the rejection of executory contracts
of the debtor, upon notice to the parties to such
contracts and to such other partles in 1nceresc as
the court may designate;

(2) upon such notice as the court may prescribe
and upon cause shown, authorize the trustee or
debtor In possession to lease or sell any property
of the debtor, whether real or personal, upon such
terms and conditions as the court may approve;

(3) whenever under this chapter the court is
required or permitted to fix a time for any pur-
pose, the court may upon cause shown extend such
time.

(July 1, 1898, ch, 541, § 413, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 917.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.
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PrIorR ProvisioNs
This sectlon was from last sentence of former section
202 (d) of this title,
CROSS REFERENCES

Rejectlon of executory contract as breach thereof,
see section 103 of this title,

§ 814. Stay of actions.

The court may, in addition to the rellef provided
by section 29 of this title and elsewhere under this
chapter, enjoin or stay until final decree the conr-
mencement or continuation of suits against a debtor
and may, upon notice for cause shown, enjoin or
stay untii final decree any act or the commencement
or continuation of eny proceeding to enforce any
lien upon any prope:'ty of a debtor. (July 1, 1898,
ch, 541, § 414, as added June 22, 1938, ch. 575, § 1, 52
Stat. 917.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

PrIOR PROVISIONS

This section was from former section 202 (n) of this
title.
CROS8 REFERENCES

Petition as stay, see section 828 of this title.

§ 815. Notices.

Whenever notice is to be given under this chapter,
the court shall designate, If not otherwise specified
hereunder, the time within which, the persons to
whom, and the form and manner in which the notice
shall be given. Any notice to be given under this
chapter may be combined, whenever feasible, with
any other notice or notices under this chapter.
(July 1, 1898, ch. 541, § 415, as added June 22, 1938,
ch. 575, § 1, 52 Stat, 918.)

EFFECTIVE DATE AND CONBTRUCTION
Effective date and construction of act June 22, 1838,

known as the Chandler Act, see note under section 1 of
this title.

§816. Appellate jurisdiction.

Where not inconsistent with the provisions of this
chapter, the jurisdiction of appellate courts shall be
the same as in a bankruptcy proceeding. (July 1,
1898, ch. 541, § 416, as added June 22, 1938, ch. 575,
§1, 52 Stat. 918.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title,

PrIoR PROVISIONS

This section was from second sentence of former section

202 (m) of this title.

SUBCHAPTER IV.—PETITION AND STAY

§ 821. Filing petition; pending bankruptcy proceeding.
A debtor may file a petition under this chapter
in a pending bankruptcy proceeding before his ad-
judication. (July 1, 1898, ch. 541, § 421, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 918.)
EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 23, 1938,

known as the Chandler Act, see note under section 1
of this title.
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PrIOR PROVISIONS
This sectlon was from first sentence of former section
30 (a) of this title.
SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 802, 812, 826, 843,
857, 861, 882, 883, 803, 894, 011, 8108 of this title,

§ 822, Same; original petition.

If no bankruptcy proceeding is pending, a debtor
may file an original petition under this chapter with
the court which would have jurisdiction of a peti-
tion for his adjudication. (July 1, 1898, ch. 541,
§ 422, as added June 22, 1938, ch. 675, § 1, 52 Stat.
918,)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1838,
known as the Chandler Act, sce note under section 1
of this title,

PRrIOR PROVISIONS

This s~ction wes from first scntence of former section
202 (a) of this title.
SECTION REFERRED TO IN OTHER SECTIONS

This section ls referred to in sections 802, 812, 826, 843,
857, 881, 882, 883, 885, 011, 919 of this title,

§ 823, Contents of petition.

A petition filed under this chapter shall state that
the debtor is insolvent or unable to pay his debts as
they mature, and shall set forth the terms of the
arrangement proposed by him. (July 1, 1898, ch,
6541, § 423, as added June 22, 1938, ch. 575, § 1, 52
Stat. 918.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1838,
known as the Chandler Act, see note under section 1 of
this title,

PRIOR PROVISIONS

This section was from first sentence of former section
202 (a) of thls title.

§824. Statements and fees to accompany petition.

The petition shall be accompanied by—

(1) a statement of the executory contracts of
the debtor, and the schedules and statement of
affalrs, if not previously filed: Provided, however,
That if the debtor files with the petition a list of
his creditors and their addresses and a summary
of his assets and liabilities, the court may, on ap-
plication by the debtor, grant for cause shown
further time, not exceeding ten days, for filing the
statement of the executory contracts and the
schedules and statements of affairs, and such time
shall not further be extended except for cause
shown and on such notice and to such persons as
the court may direct; and

(2) payment to the clerk of the fees, if not al-
ready paid, required by this title,

(July 1, 1898, ch, 541, § 424, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 918, and amended July 7, 1952,
ch, 579, § 41, 66 Stat. 434.)

AMENDMENTS
1862—Act July 7, 1862, incorporated former pars, (1)
and (2) Into par, (1) and added proviso renumbered
former par. (3) as (2) and substituted “required by this
title” for "required to be collected by the clerk under
this title.”

EFFECTIVE DATE OF 18562 AMENDMENT
Amendment of sectlon effective three months after
July 7, 1852, see note under section 1 of this title,
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EFFECIIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under sectlon 1
of this title,

PRIOR PROVISIONS
This section was from first sentence of former section
202 (a) of this title,
SECTION REFERRED TO IN OTHER SECTIONS
This section Is referred to in section 881 of this title.

§ 825, Petition in pending bankruptcy proceeding as
stay of adjudication or administration.

A petition filed under section 821 of this tit)e shall
not act as a stay of adjudication or of the adminis-
tration of the estate, but the court may, upon appli-
cation of the debtor and upon notice to all parties in
interest, including the creditors’ committee and the
receiver or trustee, if any such has been appointed,
grant a stay of adjudication or of the administra-
tion of the estate upon such terms as may be proper
for the protection of the estate. (July 1, 1898, ch,
541, § 425, as added June 22, 1938, ch. 575, § 1, 52
Stat. 918.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, sce note under section 1
of this title,

PRIOR PROVISIONS

This section was from fourth sentence of former section
202 (a) of this title and second sentence of former sec-
tion 30 (a) of this title,

§ 826. Bond of debtor in original petition.

Where a petition is filed under section 822 of this
title, the court may, upon hearing and after notice
to the debtor and to such other persons as the court
may direct, order the debtor to file a bond or under-
taking, with such sureties as may be approved by
the court and in such amount as the court may fix,
to indemnify the estate against subsequent loss in
the event of the entry of an order of adjudication
under this chapter. (July 1, 1898, ch. 541, § 426, as
added June 22, 1938, ch. 575, § 1, 52 Stat. 918.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1038,

known as the Chandler Act, see note under section 1

of this title,
PRIOR PROVISIONS

This section was from fourth sentence of former section
202 (a) of thls title and second sentence cf former sec-
tion 30 (a) of this title,

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to In section 827 of this title,

§ 827, Same; failure to give bond.

Upon fallure of the debtor to comply with such
order for indemnity, as provided in section 826 of
this title, the court may, after hearing upon notice
to the debtor, the creditors’ committee, if any has
been appointed, and to such other persons as the
court may direct, either adjudge the debtor a bank-
rupt and direct that bankruptcy be proceeded with
pursuant to the provisions of this title or dismiss the
proceedings under this chapter, as in the opinion of
the court may bhe in the interest of the creditors.
(July 1, 1898, ch, 541, § 427, as added June 22, 1938,
ch, 575, § 1, 52 Stat, 918.)
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E¥TeCTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1

title,
of this PRIOR PROVISIONS

This sectlon in part was from first sentcnce of former
section 202 (I} of this title.

§ 828, Petition as stay of actions.

Unless and until otherwise ordered by the court,
upon hearing and after notice to the debtor and all
other parties in interest, the filing of a petition under
this chapter shall operate as a stay of any act or
proceeding to enforce any lien upon the real property
or chattel real of a debtor. (July 1, 1898, ch, 541,
§ 428, as added June 22, 1938, ch. 575, § 1, 52 Stat.

918.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1 of

te.
this tit CroSS REFERENCES

Stay of actlons generally, see section 814 of this title.

SUBCHAPTER V.—PROCEEDINGS SUBSEQUENT
TO FILING OF PETITION

§831, Reference of proceeding to referee.

The judge may refer the proceeding to a referee.
(July 1, 1898, ch. 541, § 431, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 918.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 23, 1038,
known as the Chandler Act, see note under section 1 of

this title.
PrIOR PROVISIONS

This section was from former section 202 (o) of this
title.

§832. Appointment of trustee.

The court may, upon the application of any party
in interest, appoint a trustee of the property of the
debtor. (July 1, 1898, ch. 541, §432, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 918.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

§833. Appointment of appraisers.

The court may, upon the application of the trustee
or any party in interest, appoint one or more ap-
praisers who shall prepare and file under oath an
inventory and appraisal of the property of the debtor,
and may prescribe how such inventory and appraisal
shall bemade. (July 1, 1898, ch. 541, § 433, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 919.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,

known as the Chandler Act, see note under section 1 of
this title.

§ 834, Meeting of creditors; time; notice.

The court shall promptly call a meeting of cred-
itors, upon at least ten days’ notice by mall to the
debtor, the creditors, and other parties in interest.
(July 1, 1898, ch, 541, § 434, as added June 22, 1938,
ch. 6§75, § 1, 52 Stat. 919.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,

known as the Chandler Act, see note under section 1 of
this title.
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Pr1or ProvisioNSs
This section In part was from first sentence of former
section 202 (c) of this title and second sentence of former
section 30 (a) of this title.
CrosSs REFEZRENCES
Notices generally, see section 815 of this title.

§835. Same; information accompanying notice; con-
tents of notice.

The notice of such meeting of creditors shall be
accompanied by a copy of the proposed arrangement,
a summary of the liabilities as shown by the sched-
ules and a summary of the appraisal, if one has been
made, or, if not made, a summary of the assets as
shown by the schedules. Such notice may also name
the time for the filing of the application to confirm
the arrangement and the time for the hearing of the
confirmation and of such objections as may be made
to the confirmation, (July 1, 1898, ch. 541, § 435,
as added June 22, 1938, ch. 575, § 1, 62 Stat. 919.)

EFFECTIVE DATE AND CONSBTRUCTION

Effective date and construction of act June 23, 1038,
known as the Chandler Act, see note under section 1

of this title.
PRIOR PROVISIONS

This section was from first sentence of former section
202 (c) of this title.

§836. Same; conduct generally.
At such meeting, or at any adjournment thereof,
the judge or referee—

(1) shall preside;

(2) may receive proofs of claim and allow or
disallow them;

(3) shall examine the debtor or cause him to
be examined and hear witnesses on any matter
relevant to the proceeding; and

(4) shall receive and determine the written
acceptances of creditors on a proposed arrange-
ment, which acceptances may be obtained before
or after the filing of a petition under thls chapter.

(July 1, 1898, ch. 641, § 436, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 919.)
EFFECTIVE DATE AND CONSTRUCTION
Effectlve date and construction of act June 22, 1038,
known ns the Chandler Act, see note under section 1 of

this title.
Prior Provisions

Par. (1) was from second sentence of former section
30 (a) of this title,

Par, (3) was from first sentence of former section 202
(d) of this title and second sentence of former section
30 (a) of this title,

SECTION REFERRED TO IN OTHER SECTIONS
This section 18 referred to in section 867 of this title.

§837. Same; conduct and business after acceptance
of arrangement.

At such meeting, or at any adjournment thereof,
the judge or referee shall, after acceptance of the
arrangement—

(1) appoint the trustee, if any, or otherwise ap-
point some other person, to receive and distribute,
subject to the control of the court, the moneys
and consideration, if any, to be deposited, require
such person to give bond with surety to be ap-
proved by the court in such amount as the court
shall fix and fix the amount or rate of such per-
son’s compensation;
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(2) fix a time within which there shall be de-
posited, in such place as shall be designated by
and subject to the orcer of the court, the con-
sideration, if any, to be distributed to creditors,
the money necessary to pay the costs, expenses,
and compensation allowed by the court, unless
and to the extent that such deposit shall be
walved by the persons entitled to such costs, ex~
penses, and compensation, and unless and to the
extent that the court shall, in its discretion, allow
security to be entered or deposited, upon such
terms and conditions as the court may prescribe,
in lieu of the deposit of such money;

(3) fix a time for the filing of the application
to confirm the arrangement and for a hearing on
the confirmation thereof and on ~ny objections to
the confirmation, unless such times have already
been named in the notice of the meeting or
unless all creditors affected by the arrangement
have accepted it.

(July 1, 1898, ch. 541, § 437, as added June 22, 1938,
ch. 575, § 1, 62 Stat. 919.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title.
PRIOR PROVISIONS

Par. (1) was from former section 202 (b) of this title.

Par. (2) was from first sentence of former section
202 (e) of this tltle.

Par. (3) was from former sections 30 (¢) and 202 (f) of
this title.

SUBCHAPTER VI—TITLE, RIGHTS, DUTIES,
AND POWERS OF DEBTOR AND OFFICERS

§ 841. Trustee; title.

A trustee, upon his appointment and qualification,
shall be vested with the title of a trustee appointed
under section 72 of this title. (July 1, 1898, ch. 541,
§ 441, as added June 22, 1938, ch, 575, § 1, 52 Stat.
919.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of thls title.

§ 842. Same; rights, duties, and powers.

Where not inconsistent with the provisions of
this chapter, a trustee, upon his appointment and
qualification, shall be vested with the rights, be sub-
ject to the duties, and exercise the powers of a
trustee appointed under section 72 of this title, and,
if authorized by the court, shall have and may ex-
ercise such additional rights and powers as a re-
ceiver in equity would have if appointed by a court
of the United States for the property of a debtor.
(July 1, 1898, ch, 541, § 442, as added June 22, 1938,
ch, 575, § 1, 52 Stat. 919.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this titie.

CRrOSS REFERENCES

Recefver in equity, powers of, see section 959 of Title

28, Judleiary and Judiclal Procedure.
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§843. Powers, rights, and duties to be same as if
bankruptcy adjudged.

Where not inconsistent with the provisions of this
chapter, the powers and dutles of the officers of the
court and the rights, privileges, and duties of the
debtor shall be the same, where a petition is flled
under section 821 of this title, as if a decree of
adjudication had been entered in the pending bank-
ruptcy proceeding at the time the petition under
this chapter was flled, or, where a petition Is flled
under section 822 of this title, as if a voluntary peti-
tion for adjudication in bankruptcy had been filed
and a decree of adjudication had been entered at
the time the petition under this chapter was filed.
(July 1, 1898, ch. 541, § 443, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 920.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Prior PROVISIONS

This section was from last sentence of former section
202 (m) of this title.

§ 844. Continuance of debtor in possession.

Where no trustee is appointed, the debtor shall
continue in possession of his property and shall
have all the title and exercise all the powers of a
trustee appointed under this chapter, subject, how-
ever, at all times to the control of the court and
to such limitations, restrictions, terms, and condi-
tions as the court may from time to time prescribe.
(July 1, 1898, ch. 541, § 444, as added June 22, 1938,
ch. 575, § 1, 62 Stat. 920.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

§ 845. Operation of business and management of
property; reports,

The trustee or the debtor in possession shall have
the power, upon authorization by and subject to the
control of the court, to operate the business and
manage the property of the debtor during such
period, limited or indefinite, as the court may from
time to time fix, and during such operation or man-
agement shall fille reports thereof with the court at
such intervals as the court may designate. (July 1,
1898, ch. 541, § 445, as added June 22, 1938, ch, 575,
§ 1, 52 Stat. 920.)

ErfFECTIVE DATE AND CONSTRUCTION

Effcctive date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Pr1orR PROVISICNS

This section was from former section 202 (b) of this
title.
§ 846. Issuance of certificates of indebtedness.

During the pendency of a proceeding for an ar-
rangement, or after the confirmation of the arrange-
ment where the court has retained jurisdiction, the
court may upon cause shown authorize the trustee
or debtor in possession to issue certificates of in-
debtedness for cash, property, or other considera-
tion approved by the court, upon such terms and
conditions and with such security and priority in
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payment over existing obligations as in the particu-
lar case may be equitable. (July 1, 1898, ch. 541,
§ 446, as added June 22, 1938, ch. 575 §1, 52 Stat.

920.)
EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section Is referred to In sectlon 918 of this title.

SUBCHAPTER VII.—CREDITORS AND CLAIMS

§851. Filing proofs of claims; manner; time; objec-
tions to allowance.

The court shall prescribe the manner in which
and fix a time within which the proofs of claim of
creditors may be filed and allowed. Objections by
any party in interest to the allowance of any such
claims shall be heard and summarily determined by
the court. (July 1, 1898, ch, 541, § 451, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 920.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 23, 1938,
known as the Chandler Act, see note under section 1 of
this tltle.

§852. Classification of creditors.

For the purposes of the arrangement and its ac-
ceptance, the court may fix the division of creditors
into classes according to the nature of their respec-
tive claims, and, in the event of controversy, the
court shall after hearing upon notice summariiy
determine the controversy. (July 1, 1898, ch, 541,
§ 452, as added June 22, 1938, ch. 575, § 1, 52 Stat.

920.)
EFFECTIVE DATE AND CONSTRUCTION

Eftective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section 1s referred to In section 853 of this title.

§853. Same; hearing.

For the purposes of the classification, as provided
in section 852 of this title, the court shail if neces-
sary, upon the application of the trustee, the debtor,
any creditor, or an indenture trustee, fix a hearing
upon notice to the holders of secured claims, the
debtor, the trustee, and such other persons as the
court may designate, to determine summarily the
value of the security and classify as unsecured the
amount in excess of such value. (July 1, 1898, ch.
541, § 453, as added June 22, 1938, ch, 575, § 1, 52
Stat. 920.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,

known as the Chandler Act, see note under section 1 of
this title.

§ 854, Indenture trustee; filing claims,

An indenture trustee may file claims for all hold-
ers, known or unknown, of securities issued pursuant
to the instrument under which he is trustee, who
have not filed claims: Provided, however, That in
computing the majority necessary for the accept-
ance of the arrangenrent only the claims filed by the
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holders thereof, and allowed, shall be included.
(July 1, 1898, ch, 541, § 454, as added June 22, 1938,
ch, 575, § 1, 52 Stat. 9820,)
EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,

known as the Chandler Act, see note under section 1 of
this title.

§ 855. United States as creditor.,

If the United States is a secured or unsecured
creditor of a debtor, the claim thereof shall be
deemed to be affected by an arrangement under
this chapter, and the Secretary of the Treasury is
authorized to accept or reject an arrangement
in respect of the claims of the United States. If,
in any proceeding under this chapter, the United
States is a secured or unsecured creditor on claims
for taxes or customs duties (whether or not the
United States has any other interest in, or claim
against the debtor, as a secured or unsecured cred-
itor), no arrangement which does not provide for
the payment thereof shall be confirmed by the court,
except upon the acceptance of a lesser amount by
the Secretary of the Treasury certified to the court:
Provided, That if the Secretary of the Treasury
shall fail to accept or reject an arrangement for
more than sixty days after receipt of written notice
so to do from the court to which the arrangement
has been proposed, accompanied by a certified copy
of the arrangement, his consent shall be conclu-
sively presumed. (July 1, 1888, ch. 541, § 455, as
added June 22, 1938, ch. 575, § 1, 52 Stat. 920.)

EFFICTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title,

§ 856. Creditor may act in person or by agent.

A creditor may act in person, by an attorney-at-
law, or by a duly authorized agent or committee and,
if he shall act by an agent or committee, the court
shall examine and may disregard any provision of
a power or warrant of attorney, deposit agreement,
trust indenture and committee, or other authoriza-
tion affecting such creditor, and enforce an account-
ing thereunder and restrain the exercise of any
power which it finds to be unfair or not consistent
with public policy. (July 1, 1898, ch. 541, § 456, as
added June 22, 1938, ch, 576, § 1, 52 Stat. 921.)

EFFECTIVE DATE AND CONSTRUCTION
Effectlve date and construction of act June 23, 1938.

known as the Chandler Act, see note under section 1
of this title.

§ 857, Rights, duties, and liabilitics of creditors, etc.

Where not inconsistent with the provisions of this
chapter, the rights, duties, and liabilities of credi-
tors and of all other persons with respect to the
property of the debtor shall be the same, where a
petition is flled under section 821 of this title, as
if a decree of adjudication had been entered in the
pending bankruptoy proceeding at the time the peti-
tion under this chapter was filed, or, where a petition
is filed under section 822 of this title, as if a volun-
tary petition for adjudication in bankruptcy had
been flled and a decree of adjudication had been
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entered at the time the petition under this chapter
was filed. (July 1, 1898, ch. 541, § 457, as added
June 22, 1938, ch. 575, § 1, 62 Stat. 921.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandier Act, see note under section 1

of this title,
PRIOR PROVISIONS

This section was from last sentence of former section
202 (m) of this title,

§ 858. Rejection of executory contract or unexpired
lease; assignment of future rent claim; rights of
injured party.

In case an executory contract shall be rejected
pursuant to the provisions of an arrangement or to
the permission of the court given in a proceeding
under this chapter, or shall have been rejected by
a receiver in bankruptey or receiver in equity in a
prior pending proceeding, any person injured by
such rejection shall, for the purposes of this chapter
and of the arrangement, its acceptance and confir-
mation, be deemed a creditor. The claim of the
landlord for injury resulting from the rejection of
an unexpired lease of real estate or for danrages or
indemnity under a covenant contained in such lease
shall be provable, but shall be limited to an amount
not to exceed the rent, without acceleration, reserved
by such lease for the three years next succeeding
the date of the surrender of the premises to the
landlord or the date of reentry of the landlord,
whichever first occurs, whether before or after the
flling of the petition, plus unpaid accrued rent,
without acceleration, up to the date of surrender or
reentry: Provided, That the court shall scrutinize
the circumstances of an assignment of a future rent
claim and the amount of the consideration palid for
such assignment in determining the amount of dam-
ages allowed the assignee thereof. (July 1, 1898, ch.
541, § 458, as added June 22, 1938, ch. 575, §1, 52
Stat, 921)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of

this title.
PRIOR PROVISIONS

This section in part was from last two sentences of
former section 202 (&) of this title.
CROSS REFERENCES

Rejection of executory contract as breach thereof, see
section 103 of this title.

§ 859, Repealed. Pub. L. 90-157, §5, Nov. 28, 1967, 81
Stat. 516.

Section, act July 1, 1898, ch. 641, § 459, as added June 22,
1938, ch. 576, § 1, 62 Stat. 921, and amended July 7, 1852,
ch. 579, § 42, 66 Stat. 434, provided for aliowance of clalms
upon order to proceed with bankruptcy, and I8 now cov-
ered by section 883(a) (4) of this title.

SUBCHAPTER VIII.—-PROVISIONS OF
ARRANGEMENT
§ 861, Contents of arrangement.
An arrangement—
(1) shall include provisions modifying or alter-
ing the rights of creditors who hold debts secured
by real property or a chattel real of a debtor, gen-
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erally or of a class of them, either through the
issuance of new securities of any character or
otherwise;

(2) shall provide for the rights of all other
creditors of a debtor who may be affected by the
arrangement;

(3) may provide for treatment of unsecured
debts on a parity one with the other, or for the
division of such debts into classes and the treat-
ment thereof in different ways or upon different
terms;

(4) may provide for the rejection of any execu-
tory contract;

(5) may provide for the continuation of debtor’s
business and the management of his property
with or without supervision or control by a trustee
or by a committee of creditors or otherwise;

(6) may provide for payment of debts incurred
after the flling of the petition and during the
pendency of the arrangement, in priority over the
debts affected by such arrangement;

(7) may deal with all or any part of his prop-
erty;

(8) shall provide for the payment of all costs
and expenses of administration and other allow-
ances which may be approved or made by the
judge;

(9) shall specify what debts, if any, are to be
paid in cash in full;

(10) shall specify the creditors or any class of
tliem not to be affected by the arrangement and
the provisions, if any, with respect to them;

(11) shall provide for any class of creditors
which is affected by and does not accept the ar-
rangement by the two-thirds majority in amount
required under this chapter, adequate protection
for the realization by them of the value of their
debts against the property dealt with by the ar-
rangement and affected by such debts, either, as
provided in the arrangement or in the order con-
firming the arrangement, (a) by the transfer or
sale, or by the retention by the debtor, of such
property subject to such debts; or (b) by a sale
of such property free of such debts, at not less
than a fair upset price, and the transfer of such
debts to the proceeds of such sale; or (¢) by
appraisal and payment in cash of the value of
such debts; or (d) by such method as will, under
and consistent with the circumstances of the
particular case, equitably and fairly provide such
protection;

(12) shall provide adequate means for the ex-
ecution of the arrangement, which may include:
the retention by the debtor of all or any part of
his property; the sale or transfer of all or any
part of his property in trust or to one or more
corporations theretofore organized or thereafter
to be organized; the sale of all or any part of
his property, either subject to or free from any
lien, at not less than a fair upset price and
the distribution of all or any assets, or the pro-
ceeds derlved from the sale thereof, among those
having an interest therein; the satisfaction or
modification of liens; the cancelation or modifica-
tion of indentures or of other similar Instru-
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ments; the curing or walver of defaults; the ex-
tension of maturity dates and changes in interest
rates and other terms of outstanding securities;
the issuance of trust securities or securities of the
debtor or of such corporation or corporations for
cash, for property, in exchange for existing se-
curities, in satisfaction of debts, or for other
appropriate purposes; and
(13) may include any other appropriate provi-
slons not inconsistent with the provisions of this
chapter.
(July 1, 1898, ch. 541, § 461, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 921.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of

this title.
PRIOR PROVISIONS

This section in part was from former scction 202 (h)

of this title.
CrosS REFERENCES

Rejection of executory contract as breach thereof, see
se _tion 103 of this title.
SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 868 of this title.

SUBCHAPTER IX.— PROPOSAL, CONFIRMA-
TION, AND CONSUMMATION OF ARRANGE-
MENT

§ 866, Proposal of approved arrangement.

An arrangement which has been approved by
creditors affected thereby, who hold debts against
the property dealt with therein, amounting to 25
per centum or more of the debts of some class of
such creditors and 10 per centum or more of the
debts of all such creditors, may be proposed by any
such creditor. (July 1, 1898, ch. 541, § 466, as added
June 22, 1938, ch, 575, § 1, 52 Stat. 922.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of

this tite.
PRIOR PROVISIONS

This section was frora second sentence of former section
202 (e} of this title.
SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 869 of this title.

§867. Unanimously accepted arrangement; confirma-
tion upon deposit by debtor.

An arrangement which at the meeting of credi-
tors, as provided in section 836 of this title, has been
accepted in writing by all creditors affected thereby,
whether or not their claims have been proved, shall
be confirmed by the court when there shall have
been made the deposit required under this chapter
and under the arrangement, and if the court is satis-
fled that the arrangement and its acceptance are
in good faith and have not been made or procured
by any means, promises, or acts forbidden by this
title. (July 1, 1898, ch, 541, § 467, as added June 22,
1938, ch. 575, § 1, 52 Stat. 923.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title.

PRIOR PROVISIONS

This section was from fourth sentence of former section
202 (g) of. this title and third clause of former section
30 (d) of this title.
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§ 868, Majerity accepted arrangement; application for
confirmation,

If an arrangement has not been so accepted, an
application for the confirmation of an arrangement
may be filed with the court within such time as the
court shall have fixed in the notice of such meeting,
or at or after such meeting and after, but not
before—

(1) it has been accepted in writing by the cred-
itors of each class, holding two-thirds in amount
of the debts of such class affected by the arrange-
ment proved and allowed before the conclusion of
the meeting, or before such other time as may be
fixed by the court, exclusive of creditors or of any
class of them who are not affected by the arrange-
ment or for whom payment or protection has been
provided as prescribed in paragraph (11) of sec-
tion 861 of this title; and

(2) the deposit required under tnis chapter and
under the arrangement has been made.

(July 1, 1898, ch. 541, § 468, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 923.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1
of this title,

PRIOR PROVISIONS

This section was from flrst and second sentences of
former section 202 (e) of this title,

§869. Alterations or modifications: proposal,

Alterations or modifications of an arrangement
may be proposed in writing, with leave of court,
either before or after its confirmation, by a debtor,
or by any creditor as provided in section 866 of this
title. (July 1, 1898, ch. 541, § 469, as added June
22, 1938, ch, 575, § 1, 52 Stat. 823.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act J::2 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

§870. Same; acceptance.

Unless the court finds that the proposed altera-
tion or modification does not materially and ad-
versely affect the interest of any creditor who has
not in writing assented thereto, the court shall ad-
journ the meeting or, if closed, reopen the meeting,
and may enter an order that any creditor who ac-
cepted the arrangement and who fails to file with
the court, within such time as shall be fixed in the
order, his rejection of the altered or modified ar-
rangement, shall be deemed to have accepted the
alteration or modification and the arrangement so
altered or modified, unless the previous acceptance
provides otherwise. (July 1, 1898, ch. 541, § 470,
as added June 22, 1938, ch, 575, § 1, 52 Stat. 923.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,

known as the Chandler Act, see note under section 1 of
this title,

§871. Same; notice,

At least ten days’ notice of the adjourned or re-
opened meecting, together with a copy of the order,
if entered, and of the proposed alteration or modifi-
cation, shall be given to the debtor, the creditors,
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and other parties in interest. (July 1, 1898, ch.
541, § 471, as added June 22, 1938, ch. 575, § 1, 52
Stat. 923.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

CRrOSS REFERENCES

Notlces generally, see sectlon 8156 of this title.

§ 872, Requisites for confirmation.

The court shall confirm an arrangement if satis-
fled that—

(1) the provisions of this chapter have been
complied with;

(2) it is for the best interests of creditors and
is feasible;

(3) the debtor has not been guiity of any of th:
acts or failed to perform any of the duties which
would be a bar to the discharge of a bankrupt;

(4) the proposal and its acceptance are in good
faith and have not been made or procured by any
means, promises, or acts forbidden by this title;
and

(5) all payments made or promised by the
debtor, by any person issuing securities or acquir-
ing property under the arrangement or by any
other person, for services and for costs and ex-
penses in, or in connection with, the proceeding or
in connection with and incident to the arrange-
ment, have been fully disclosed to the court and
are reasonable, or, if to be fixed after confirma-
tion of the arrangement, will be subject to the
approval of the eourt.

Confirmation of an arrangement shali not be
refused solely because the interest of a debtor will
be preserved under the arrangement. July 1,
1898, ch. 541, § 472, as added June 22, 1938, ch, 575,
§ 1, 52 Stat. 923, and amended July 7, 1952, ch. 579,
§ 43, 66 Stat. 435.)

AMENDMENTS

1962—Act July 7, 1962, eliminated the provision that a
proposed plan must be “falr and equlitable” and added
the last paragraph.

EFrFeCTIVE DATE OoF 1962 AMENDMENT

Amendment of sectlon effective three months after
July 7, 18562, see note under section 1 of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
thils title,

PRIOR PROVISIONS

This sectlon, except par, (6), formerly par. (8), was
from former section 202 (g) of this title,

§ 873. Effect of confirmation.
Upon eonfirmation of an arrangement—

(1) the arrangement and its provisions shaii be
binding upon the debtor, upon any person issuing
securities or acquiring property under the ar-
rangement, and upon all creditors of the debtor,
whether or not they are affected by the arrange-
ment or have accepted it or have filed thelr claims,
and whether or not their claims have been sched-
uled or aliowed and are allowable;

(2) the debtor, and any corporation or trust or-
ganized or to be organized for the purpose of
carrying out the arrangement, shail comply with
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the provisions of the arrangement and with all
the orders of the couit relative thereto and shall
take all action necessary to carry out the arrange-
ment;

(3) distribution shall be made, in accordance
with the provisions of the arrangement, to the
creditors, proofs of whose claims have been filed
prior to the date fixed by the court and are al-
lowed, or, if not so filed, whose ciaims have been
scheduled by the debtor and are not contingent,
unliquidated, or disputed: Provided, however, That
where such debts are objected to by any party in
interest, the objections shall be heard and sum-
marily determined by the court.

(July 1, 1898, ch. 541, § 473, as added June 22, 1938,
ch. 6575, § 1, 52 Stat. 924, and amended July 7, 1952,
ch. 579, § 44, 66 Stat. 435.)

AMENDMENTS
1052—Par. (3). Act July 7, 1952, substituted “and are
not contingent, unliquidated, or disputed” for ‘fixed
debts, liquidated tn amount and not disputed"”,
EFFECTIVE DATE OF 1852 AMENDMENT
Amendment of section effective three months after
July 17, 1852, see note under section 1 of this title.
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known a3 the Chandler Act, see note under section 1 of
this title,

PRIOR PROVISIONS

Par. (1) was from first sentence of former section
202 (1) of this tltle.
Par. (3) was from former scction 202 (J) of thls title.

§874. Property to be free of debts affected by
arrangement,

Upon confirnration of an arrangement, the prop-
erty dealt with by the arrangement, when trans-
ferred by the trustee appointed under this chapter to
the debtor, or to a trustee or corporation provided for
by the arrangement, or, if no trustee has been ap-
pointed under this chapter, when transferred by the
debtor to a trustee or corporation provided for by the
arrangement, or when retained by the debtor, as the
case may be, shali be free and clear of all debts
affected by the arrangement, except such debts as
may otherwise be provided for in the arrangement or
in the order confirming the arrangement or in the
order directing or authorizing the transfer or reten-
tion of such property. (July 1, 1898, ch, 541, § 474, as
added June 22, 1938, ch. 575, § 1, 52 Stat. 924.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

§ 875. Execution of instruments; satisfaction of liens,
ete.

The court may direct the debtor, his trustee, any
mortgagees, indenture trustees, and other necessary
parties to execute and deliver or to join in the execu-
tion and delivery of such instruments as may be
requisite to effect a retention or transfer of the prop-
erty dealt with by the arrangement which has been
confirmed, and to perform such other acts, including
the satisfaction of liens, as the court may deem
necessary for the consummation of the arrangement.
(July 1, 1898, ch, 541, § 475, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 924.)
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ErFrcTivE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

§ 876. Discharge of debts upon confirmation.

The confirmation of an arrangement shall dls-
charge a debtor from his debts and labilities pro-
vided for by the arrangement, except as provided in
the arrangement or the order confirming the ar-
rangement, excluding such debts as are not dis-
chargeable under section 35 of this title. (July 1,
1898, ch. 541, § 476, as added June 22, 1938, ch. 573,
§ 1, 52 Stat. 924.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

§ 877. Final decree upon consummation of arrange-
ment.

Upon the consummation of a proceeding under this
chapter, after confirmation of an arrangement, the
court shall enter a final decree discharging the trus-
tee, If any, closing the estate, and making such pro-
visions, by way of injunction or otherwise, as may be
equitable. (July 1, 1898, ch. 541, § 477, as added June
22, 1938, ch. 575, § 1, 52 Stat. 924.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1838,
known as the Chandler Act, see note under section 1 ot
this title.

SUBCHAPTER X.—DISMISSAL AND
ADJUDICATION

§ 881. Abandonment or rejection of arrangeimnent be-
fore confirmation.

If the statement of the executory contracts and
the schedules and statement of affairs, as provided
by paragraph (1) of section 824 of this titie, are not
duly filed, or if an arrangement is withdrawn or
abandoned prior to its acceptance and no other
arrangement is pending, or if no arrangement is
accepted at the meeting of creditors or within such
rurther time as the court may fix, or if the mcney
or other consideration required to be deposited is
not deposited or the application for confirmation is
not filed within the time fixed by the court, or if
confirmation of the arrangement is refused, the
court shall—

(1) where the petition was filed under section

821 of this title, enter an order dismissing the pro~

ceeding under this chapter and directing that the

bankruptcy be proceeded with pursuant to the
provisions of this title; or
(2) where the petition was filled under sectlon

822 of this Utle, enter an order upon hearing after

notice to the debtor, the creditors, and such other

persons as the court may direct, either adjudging

the debtor a bankrupt and directing that bank-

ruptey be proceeded with pursuant to the provi-

stons of this title or dismissing the proceeding

under this chapter, whichever in the opinion of

the court may be in the interest of the creditors.
(July 1, 1898, ch. 541, § 481, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 924, and amended July T, 1952,
ch. 579, § 45, 66 Stat. 435.)
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AMENDMENTS
1862—Act July 7, 1052, added “If a statement ® * ¢ gre
not duly flled, or",
EFFECTIVE DATE OF 1052 AMENDMENT

Amendment of section eflective three months after
July 7, 19562, see note under section 1 of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effecti7e date and construction of act June 22, 1938,
known ay the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

This section was from frst and second sentences of
former sections 30 (e) and 202 (I) of this title.

§ 882, Termination or default after confirmation.

Where the court has retalned jurisdiction after the
confirmation of an arrangement and the debtor de-
faults in any of the terms thereof or the arrangement
terminates by reason of the happening of a condition
specified in the arrangement, the court uzon hear-
ing after notice to the debtor, the creditors and such
other persons as the court may direct shall—

(1) where the petitlon has been filed under
section 821 of this title, enter an order dismissing
the proceeding under this chapter and adjudging
the debtor & bankrupt and directing that the
bankruptey proceeding be proceeded with pur-
suant to the provisions of this title; or

(2) where the petitlon has been filled under
section 822 of this title, enter an order either
adjudging the debtor a bankrupt and directing
that bankruptcy be proceeded with pursuant to
the provisions of this title or dismissing the pro-
ceeding under this chapter, whichever in the
opinion of the court may be in the interest of the
creditors.

(July 1, 1898, ch. 541, § 482, as added June 22, 1938,
ch. 575, § 1, 52 stat. 925.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 23, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRICR PROVISIONS

This section in part was from first and second sentences
Of former section 202 (I) of thir ¢ltle and from former
section 30 (e) of this title,

§ 883. Procedure upon order directing that bankruptcy
be proceeded with.

(a) Reinstatement of bankruptcy proceeding; filing of
s;apprabe debt schedule; tax claims; provable
claims.

Upon the entry of an order directing that bank-
ruptey be proceeded with—

(1) in the case of a petition filed under section
821 of this title, the bankruptoy proceeding shall be
deemed reinstated and thereafter shall be con-
ducted, so far as possible, as if such petition under
this chapter had not been filed;

(2) 1in the case of a petition filed under section
822 of this title, the proceeding shall thereafter be
conducted, so far as possible, in the same manner
and with like effect as if a voluntary petition for
adjudication had been filed and a decrce of adjudi-
cation had been entered on the day when such
original petition under this chapter was filed;

(3) a separate schedule listing unpaid obliga-
tions incurred after the filling of the petition under
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this chapter, including the amounts owing, the
creditors’ names, and thelr addresses or places of
business, and a statement of all contracts, execu-
tory in whole or in part, assumed or entered into
after the filing of the petition, shall be filed with
the court within thirty days after the entry of
such order or within such further time as the court
may allow; such schedule and statement shall be
filed by the debtor for any obligatlons incurred
and contracts assumed or entered into by him
while continued In possession and before the quall-
fication of a trustee, If any, under this chapter,
and If a trustee has qualified, the schedule and
statement shall be filed by such trustee for any
obligations Incurred and contracts assumed or
entered into by him; and

(4) except as otherwise provided in this section,
only clalms for taxes due the United States or any
State or any subdlvision thereof at the time of the
filing of the original petition under this chapter
and such claims as are provable under section 103
of this title shall be allowed, and clalms not already
filed may be filed in accordance with the provisions
of subdivision (n) of section 93 of this title.

(b) Executory contracts; rejection.

Any contract which is entered into or assumed by
a debtor in possession or trustee in a proceeding un-
der this chapter and which is executory in whole or
in part at the time of the entry of an order directing
that bankruptcy be proceeded with shall be deemed
to be rejected unless expressly assumed within sixty
days after the entry of such order or the qualifica-
tlon of the trustee in bankruptcy, whichever is the
later, but the court may for cause shown extend or
reduce the time. When a contract entered into or
assumed in a superseded proceeding is rejected, the
resulting liability shall constitute a cost of adminis-
tration of the superseded proceeding.

(c) Filing of claims.

Upon the filing of the schedule and statement re-
quired by subdivision (a) of this section, the court
shall make an order directing the claims against the
debtor in possession or trustee, including all clalms
of the United States, any State, or any subdivision
thereof, to be flled, and the holders of such claims
to be notified to file thelr claims within sixty days
from the date of the order. The court shall designate
the form and manner in which the notice shall be
given. Notwithstanding the foregoing, clalms not
duly scheduled as provided in subdivision (a) of this
section and clalms arising from rejection of execu-
tory contracts under subdivision (b) of this section
may be filled within such further time as the court
may direct. Except as otherwise provided in this sec-
tion, clalms against the debtor in possession or trus-
tee shall be proved and filed in the manner provided
in section 93 of thls title.

(d) Disallowance of untimely claims; surplus.

Claims directed to be filed under subdivision (¢)
of this section but not filed within the time therein
provided shall not be allowed and shall be barred,
and the debtor In possession or trustee shall be for-
ever discharged from any Hability with respect to
such claims, When all clalms which have been duly
allowed have been paid in full, claims directed to be
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filed but not filed within the time prescribed pur-
suant to subdivision (c) and claims not allowable
under paragraph (4) of subdivision (a) of this sec-
tion because not filed within the time prescribed
therein may nevertheless be filed within such time as
the court may fix or for cause shown extend and, if
duly proved, shall be allowed against any surplus
remaining in such case. (July 1, 1898, ch. 541, § 483,
as added June 22, 1938, ch. 575, § 1, 52 Stat. 925, and
amended Nov. 28, 1967, Pub. L. 90-157, § 4, 81 Stat.
515.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

Par. (2) was from second sentence of former section

202 (m) of this title.
AMENDMENTS

1967—Subd. (a). Pub. L. 90-157 designated existing
provisions as subd. (a) and added pars, (3) and (4).

Subds. (b)-(d). Pub. L. 80-157 added subds. (b)-(d).

SECTION REFERRED 10 IN OTHER SECTIONS
This section is referred to in section 104 of this title

§ 884. Adjudication against wage carner or farmer;
consent.

No adjudication shall be entered under this chap-
ter agalnst a wage earner or farmer unless such
person shall in writing filed with the court consent
to the adjudication. (July 1, 1898, ch. 541, § 484,
as added June 22, 1938, ch. §75, § 1, 52 Stat. 925.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

This section was from last sentence of former section
202 (I) of this title and, in part, from former section
202 (p) of this title.

§ 885. Final decree upon dismissal of original petition,

Upon the dismissal of a proceeding originated by
a petition filed under section 822 of this title, the
court shall enter a final decree discharging the
trustee, if any, and closing the estate, (July 1,
1898, ch. 641, § 485, a- added June 22, 1938, ch. 575,
§ 1,52 Stat. 925.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known ns the Chandler Act, see note under section 1 nf
this title.

§ 886, Proceedings after confirmation of arrangement.

Where, after the confirmation of an arrangement,
the court shall enter an order directing that bank-
ruptcy be procecded with—

(1) the trustee shall, upon his appointment and
qualification, be vested with the title to all the
property of the debtor as of the date of the entry
of the order directing that bankruptcy be pro-
ceeded with;

(2) the unsecured debts incurred by the debtor
after the confirmation of the arrangement and
before the date of the entry of the final order
directing that bankruptcy be procecded with shall,
unless and except as otherwise provided in the
arrangement or in the order confirming the ar-
rangement, share on a parity with the prior un-
secured debts of the same classes, provable in the
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ensuing bankruptey proceeding, and for such pur-
pose the prior unsecured debts shall be deemed to
be reduced to the amounts respectively provided
for them in the arrangement or in the order con-
firming the arrangement, less any payment made
thereunder; and
(3) the provisions of chapters 1 to 7 of this title
shall, insofar as they are not inconsistent or in
conflict with the provistons of this section, apply to
the rights, duties, and liabilitles of the creditors
holding debts incurred by the debtor after the
confirmation of the arrangement and before the
date of the flnal order directing that bankrupicy
be proceeded with, and of all persons with respect
to the property of the debtor, and, for the pur-
poses of such application, the date of bankruptey
shall be taken to be the date of entry of the order
directing that bankruptcy be proceeded with.
(July 1, 1898, ch. 541, § 486, as added July 7, 1952,
zh. 579, § 46, 66 Stat. 435.)

EFrrFECTIVE DATE

Section effective three months exter July 7, 18532, see note
note under section 1 of this title.

SUBCHAPTER XI1.—COMPENSATION AND
ALILOWANCES

SUBCHAPTER REFERRED TO IN OTHER SECTIONS
The subchapter is referred to in section 809 of this title.

§891. Court officers and attorneys.

The judge may allow reasonable compensation for
services rendered and reimbursement for proper
costs and expenses incurred in a procecding under
this chapter—

(1) by a referee;

(2) by the trustee and other officers, and the
attorneys for any of them; and

(3) by the attorney for the debtor.

Such compensation of referees and trustees shall
not be governed by sections 68 and 76 of this title.
(July 1, 1898, ch. 541, § 491, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 925.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 23, 1638.
known as the Chandler Act, see note under section 1 of
this title.

§ 892, Other parties in interest.

The judge may allow reasonable compensation for
services rendered and reimbursement for proper
costs and expenses incurred in connection with the
administration of an estate in a proceeding under
this chapter or in connection with an arrangement
conflrmed by the court—

(1) by indenture trustees, depositaries, reor-
ganization managers and committees or repre-
sentatives of creditors;

(2) by any other parties in interest; and

(3) by the attorneys or agents for any of the
foregoing.

(July 1, 1898, ch. 541, § 492, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 925.)

EFFECTIVE DATE AND CONSBTRUCTION
Effective date and construction of act of June 23, 1938,
known as the Chandier Act, see note under sectton 1 of
this title.
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§ 893. Petition filed in pending bankruptcy proceeding.

Where a petition is filed under section 821 of this
title, the judge may allow, if not already allowed,
reasonable compensation for services rendered and
reimbursement for proper costs and expenses in-
curred in such bankruptcy proceeding—

(1) by a marshal or recelver, as provided in
subdivision (f) of sectlon 76 of this title, and the
attorney for any of them;

(2) by the attorney for the petitioning cred-
itors;

(3) by the attorney for the bankrupt; and

(4) by any other persons and the attorneys for
any of them entitled under this title to compensa-
tion or relmbursement in such bankruptcy pro-
ceeding.

(July 1, 1898, ch. 541, § 493, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 926.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and constructien of act June 22, 1938,
known as the Chandlier Act, see note under section 1 of
this title.

§ 894, Same; referee in bankruptcy.

Where a petition is flled under section 821 of this
title, the judge may allow rcasonable compensation
for services rendered and thie proper costs and ex-
penses incurred in such bankruptcy proceeding by
a referee in bankruptcy. In fixing such compensa-
tion, the judge shall not be restricted by the pro-
visions of section 68 of this title. (July 1, 1898, ch,
541, § 494, as added June 22, 1938, ch. 575, § 1, 52
Stat. 926.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

§ 895, Dismissal of proceeding or adjudication of
bankruptcy; arrangement allowances.

Upon the dismissal of a proceeding under this
chapter or the entry of an order adjudging the
debtor a bankrupt, the judge may allow reasonable
compensation for services rendered and reimburse-
ment for proper costs and expenses incurred in such
proceeding prior to such dismissal or order of ad-
judication by any persons entitled thereto, as pro-
vided in this chapter, and shall make provision for
the payment thereof and for the payment of all
proper costs and expenses incurred by officers in
such proceedings. (July 1, 1898, ch. 541, § 495, as
added June 22, 1938, ch. 575, § 1, 52 Stat. 926.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1838,
known as the Chandler Act, see note under section 1 of
this title.

§ 896. Hearing of applications.

The judge shall flx a time of hearing for the con-
sideration of applications for allowances, of which
hearing notice shall be given to the applicants, the
trustee, the debtor, the creditors, the indenture
trustees, and such other persons as the judge may
designate, except that, in the case of allowances for
services and reimbursement in a superseded bank-
ruptey proceeding, notice need be given only to the
appiicants, the debtor, the trustee, and the unse-



Page 2183

cured creditors, and may be given to such other
classes of creditors or other persons as the judge
may designate. (July 1, 1898, ch. 541, § 496, as
added June 22, 1938, ch. 575, § 1, 62 Stat. 296.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

CROSS REFERENCES

Notices generally, see section 8156 of this title.

§897. Dismissal of proceeding and reinstatement of
bankruptey; charging of allowances in bank-
ruptcy.

In the case of the dismissal of a proceeding under
this chapter and the entry of an order therein
directing that a superseded baakruptey be proceeded
with, the compensation allowed by the judge, in the
course of the proceeding under this chapter, to the
referee, marshal, or receiver in the bankruptcy pro-
ceeding for services rendered by him in such bank-
ruptcy proceeding shall be deemed to have heen
allowed in such bankruptcy proceeding, and such
compensation shall be considered in connection with
the making of future allowances therein or shall be
readjusted, so as to comply with the provisions of
this title fixing their compensation in a bankruptey
proceeding. (July 1, 1898, ch, 541, § 497, as added
June 22, 1938, ch. 675, § 1, 562 Stat. 926.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

§ 898. Appeals.

Appeals may be taken in matters of law or fact
from orders making or refusing to make allowances
of compensation or reimbursement, and may, in the
manner and within the time provided for appeals by
this title, be taken to and allowed by the court
of appeals independently of other appeals in the
proceeding, and shall be summarily heard upon
the original papers. (July 1, 1898, ch. 541, § 498,
as added June 22, 1938, ch. 575, § 1, 52 Stat. 926, and
amended June 25, 1948, ch. 646, § 32 (a), 62 Stat.
991; May 24, 1949, ch. 139, § 127, 63 Stat. 107.)

CHANGE oF NAME
Act June 26, 1048, eff. Sept. 1, 1848, as amended by act
Many 24, 19849, substituted *“court of appeals” for “circuit
court of appeals”.
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

SUBCHAPTER XII.—PRIOR PROCEEDINGS
§906. Right to petition during pendency of prior

proceedings.

A petition may be filed under this chapter not-
withstanding the pendency of a prior mortgage fore-
closure, equity, or other proceeding in a court of
the United States or of any State in which a receiver
or trustee of all or any part of the property of a
debtor has been appoiuted or for whose appointment
an application has been made. (July 1, 1898, ch.
541, § 5608, as added June 22, 1938, ch. 575, §1, 52
Stat. 927.)
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,

known as the Chandler Act, see note under section 1 of
this title,

PRIOR PROVISIONS

This section was from first sentence of former section
202(r) of this title and second sentence of former section
30 (a) of this title.

§907. Stay; rights of trustee or debtor in possession,

Such prior proceeding shall be stayed by the filing
of a petition under this chapter. The trustee ap-
pointed under this chapter, upon his qualification,
or, if a debtor is continued in possession, the debtor,
shall become vested with the rights, if any, of such
prior receiver or trustee in such property and with
the right to the immediate possession thereof. The
trustee or debtor in possession shall also have the
right to immediate possession of all real property and
chattels real of the debtor in the possession of a trus-
tee under a trust deed or a mortgagee under a mort-
gage, (July 1, 1898, ch. 541, § 507, as added June 22,
1938, ch, 575, § 1, 52 Stat. 927.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

PRIOR PROVISIONS

This section in part was from first sentence of former
section 202 (m) of this title and second sentence of
former section 30 (a) of this title.

§908. Protection of obligations of prior fiduciary;
payment of costs and expenses.

The judge shall make such provision as may be
equitable for the protection of the obligations in-
curred by a receiver or trustee in such prior proceed-
ing and for the payment of the reasonable compen-
sation for services rendered and of the proper costs
and expenses incurred therein as may be allowed
by the judge. (July 1, 1898, ch, 541, § 508, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 927.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

§ 909. Reinstatement of prior proceeding on dismissal
of arrangement proceeding; allowances.

Upon a dismissai of a proceeding under this chap.
ter, such prior proceeding shall become reinstated
and the judge shall allow the reasonable costs and
expenses under this chapter, including the allowances
provided for in subchapter XI of this chapter, and
shall make appropriate provision for the retransfer
of such property to the person or persons entitled
thereto upon such terms as may be equitable for the
protection of the obligations incurred in the pro-
ceedings under this chapter by the trustee or debtor
in possessfon, and for the payment of the costs and
expenses of the proceedings. (July 1, 1898, ch. 541,
§ 509, as added June 22, 1938, ch, 575, § 1, 562 Stat.
9217.)

EFFECTIVE DATE AND CONBTR! CTION
Effective date and construction of act June 22, 1838,

known as the Chandler Act, see note under section 1 of
this titlc.
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SUBCHAPTER XIII.—ARRANGEMENTS, WHEN
SET ASIDE OR MODIFIED

§ 911, Fraud in procuring arrangement.

1f, upon the application of parties in interest filed
at any time within six months after an arrangement
has been confirmed, it shall be made to appear that
fraud was practiced in the procuring of such ar-
rangement and that knowledge of such fraud has
come to the petitioners since the confirmation of such
arrangement:

(1) if the debtor has been guilty of or has par-
ticipated in the fraud or has had knowledge
thereof before the confirmation and has failed to
inform the court of the fraud, the court may set
aside the confirmation and thereupon (a) where
the petition was filled under section 821 of this
title, reinstate the pending bankruptcy proceed-
ing, adjudge the debtor a bankrupt and direct
that the bankruptey proceeding be proceeded
with; or (b) where the petition was filed under
section 822 of this title, reinstate the proceeding,
adjudge the debtor a bankrupt, and direct that
bankruptey be proceeded with pursuant to the
provisions of this title; or

(2) the court may set aside the confirmation,
reinstate the proceceding under the petition filed
under this chapter, and hear and determine ap-
plications for leave to propose, within such time
as the court may fix, alterations or modifications
of the arrangement for the purpose of correcting
the fraud; or

(3) the court may reinstate the proceeding
under the petition flled under this chapter and
modify or alter the arrangement for the purpose
of correcting the fraud, but may not materially
modify or alter the arrangement adversely to the
interests of any party who did not participate in
the fraud and who does not consent to such modi-
fication or alteration, or to the prejudice of any
innocent person who, for value, subsequent to the
confirmation, acquired rights in reliance upon it.

(July 1, 1898, ch. 641, § 511, as added June 22, 1938,
ch. 575, § 1, 62 Stat. 9217.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of

this title.
PRIOR PROVISIONS

‘This section was from former sections 202 (k) and 31
of this title.

SUBCHAPTER XIV.—GENERAL PROVISIONS

§ 916. Suspension of statutes of limitation, etc.

All statutes of limitation affecting claims provable
under this chapter and the running of ali periods of
time prescribed by this title in respect to the com-
mission of acts of bankruptcy, the recovery of pref-
erences, and the avoidance of liens and transfers shall
be suspended while a proceeding under this chapter
is pending and until it is finally dismissed. (July 1,
1898, ch. 541, § 516, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 928.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

TITLE 11—BANKRUPTCY

Page 2184

§ 917. Inapplicability to obligations held by certain
Federal agencies.

Nothing contained in this chapter shall be deemed
to affect or apply to the creditors of any debtor under
a mortgage insured pursuant to the National Housing
Act and Acts amendatory thereof and supplementary
thereto; nor shall its provisions be deemed to allow
extension or impairment of any secured obligation
held by Home Owners’ Loan Corporation or by any
Federal Home Loan Bank or member thereof, (July
1, 1898, ch. 541, § 517, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 928.)

REFERENCES IN TEXT

The Nationn! Housing Act, referred to In the text, is
principally classified to chapter 13 of Title 12, Banks and
Banking.

EFFECTIVE DATE AND CONBTRUCTION

Effective date nnd construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

ABOLISHMENT OF HOME OWNERS' LOAN CORPORATION

For dissolution and abolishment of Home Owners' Loan
Corporation, referred to in this section, by act June 30,
1953, ch. 170, § 21, 67 Stat. 126, see notc under section 1463
of Title 12, Banks and Banking.

§918. Unregistered securities; use of mails and inter-
state commerce.

(a) The provisions of section 77e of Title 15 shall
not apply to—

(1) any security issued by a trustee or debtor in
possession pursuant to section 846 of this title; or

(2) any transaction in any security issued pur-
suant to an arrangement in exchange for securi-
ties of or claims against the debtor or partly in
such exchange and partly for cash and/or prop-
erty, or issued upon exercise of any right to sub-

scribe or conversion privilege so issued, except (a)

transactions by an issuer or an underwriter in

connection with a distributlon otherwise than
pursuant to the arrangement, and (b) transac-
tions by a dealer as to securities constituting the
whole or a part of an unsold allotment to or sub-

scription by such dealer as a participant in a

distribution of such securities by the issuer or by

or through an underwriter otherwise than pur-
suant to the arrangement.

(b) As used in this section, the terms *security”,
“issuer”, “underwriter”, and “dealer” shall have the
meanings provided in section 77b of Title 15. (July
1, 1898, ch. 541, § 518, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 928.)

EFFECTIVE DATE AND CONBTRUCTION
Effective date and construction of act June 22, 1938,

known as the Chandler Act, see note under section 1 of
this title.

§ 919. Secretary of Treasury; notices and informa-
tion to.

The clerk and, in the case of a reference, the ref-
eree after such reference, shall forthwith transmit
to the Secretary of the Treasury copies of —

(1) all petitions filed under sections 821 and

822 of this title;

(2) ali notices given in a proceeding under this
chapter;

(3) all orders dismissing proceedings or direct-
ing that bankruptcy be proceeded with, discharg-
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ing debtors, closing estates and setting aside con-

firmations;

(4) all orders appointing trustees or continuing
debtors in possession;

(6) all orders determining the time within
which claims of creditors may be filed and allowed
and the division of creditors into classes;

(6) all orders confirming arrangements, to-
gether with copies of such arrangements;

(7) all orders approving alterations or modifi-
cations in arrangements, together with copies of
such alterations or modifications;

(8) all applications for allowances for com-
pensation and expenses, and the orders making
or refusing to make such allowances; and

(9) such other papers filed in the proceedings
as the Secietary of the Treasury may request or
which the court may direct to be transmitted to
him.

Any order fixing the time for confirming an ar-
rangement which affects claims of the United States
shall include a notice to the Secretary of the Treas-
ury of not less than thirty days. (July 1, 1898, ch.
541, § 519, as added June 22, 1938, ch. 575, § 1, 52
Stat. 928.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of aet June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

§ 920. Taxes; income or profit from modification of
indebtedness.

Except as provided in section 922 of this title, no
Income or profit, taxable under any law of the
United States or of any State now in force or which
may hereafter be enacted, shall, in respect to the
adjustment of the Indebtedness of a debtor in a pro-
ceeding under this chapter, be deemed to have ac-
crued to or to have been realized by a debtor, by a
trustee provided for in an arrangeinent under this
chapter, or by a corporation organized or made use
of for effectuating an arrangement under this chap-
ter by reason of a modification in or canceiation in
whole or in part of any of the indebtedness of the
debtor in an arrangement consummatcd under this
chapter. (July 1, 1898, ch. 541, § 520, as added June
22,1938, ch, 575, § 1, 52 Stat. 929.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,

known as the Chandler Act, see note under section 1 of

this title.
CROSS REFERENCES

Application of this section to compositions and exten-
sions confirmed under former section 202 of this title,
see section 926 of this titlc,

SECTION REFERRED TO IN OTHER SECTIONS
This section s referred to in section 926 of this title.

§921. Same; arrangement to evade.

Where it appears that an arrangement has for one
of its principal purposes the evasion of taxes, objec-
tion to its confirmation may be made on that ground
by the Secretary of the Treasury or, in the case of a
State, by the corresponding official or other person
so authorized. Such objections shall be heard and
determined by the judge, independently of other
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objcctions which may bo made to the confirmation of
the arrangement, and, if the judge shall be satisfied
that such purpose exists, he shall refuse to confirm
the arrangement. (July 1, 1898, ch. 541, § 521, as
add.d Junc 22, 1938, ch. 575, § 1, 52 S.at. 929.)

EFFECTIVE DATE AND CONSTRUCTICN

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note uader section 1 of
this title.

CRrROS3 REFERENCES
Application of this section to compositions and exten-
slons confirmed under former section 202 of this title, sce
section 926 of this title.
SECTION REFERRED TO IN OTHER SECTIONS
This section s referred to in section 926 of this title.

§922. Same; income tax; property hasis adjustment.

In determining the basis of property for any pur-
poses of any law of the United States or of a State
imposing a tax upon income, the basis of the debt-
or's property (other than money) or of such prop-
erty (other than moncy) as is transferred to any
person required to use the debtor's basis in whole
or in part shall be decreased by an amount equal
to the amount by which the indebtedness of the
debtor, not including accrued interest unpaid and
not resuitlng I{n a tax benefit on any income-tax
return, has been canceled or reduced in a proceeding
under this chapter, but the basis of any particular
property shall not be decreased to an amount less
than the fair market value of such property as of
the date of entry of the order confirming the ar-
rangement. Any determination of value in a pro-
ceeding under this chapter shall not be deemed a
determination of fair market value for the purposes
of this scction. The Commissioner of Internal Rev-
enue, with the approval of the Secretary of the
Treasury. shall prescribe such regulations as he may
deem necessary in order to reflect such decrease in
basls for Federal Income-tax purposes and otherwlse
carry into effect the purposes of this section. (July
1, 1898, ch. 541, § 522, as added June 22, 1938, ch.
575, § 1, 52 Stat. 929, and amended July 1, 1940,
ch. 500, § 3, 54 Stat. 710.)

AMENDMENTS

1040—Act July 1, 1940, added “but the basis of any
particular property shali not be decreased to an amount
tess than the falr market value of such property as of
the date of entry of the order confirming the arrange-
ment” in the first sentence and inserted second sentence.

EFFECTIVE DATE OF 1940 AMENDMENT

Act July 1, 1940, was, by enacting cinuse thereof, made

retroactively effective as of June 22, 1938,
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this titie.

TRANSFER OF FUNCTIONS

All functions of all officers of the Department of the
Treasury, and all functions of all ngencles and employees
of such Department, were transferred, with certain ex-
ceptlons, to the Secretary of the Treasury, with power
vested In him to authorize their performance or the per-
formance of any of his functions, by any of such officers,
agencies, and employees, by 1950 Reorg. Plan No. 26, §§ 1,
2, eff. July 31, 1950, 15 F. R. 49835, 64 Stat. 1280, set out In
the Appendix to Title 5, Government Organization and
Employees. The Commissfoner of Internal Revenue, refer-
red to in this section, is an officer of the Treasury
Department,
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Cross REFERENCES
Application of this section to compositions and exten-
slons confirmed under former section 202 of this tltle,
see section 928 of this title.
BECTION REFERRED TO IN OTHER SECTIONS
This section Is referred to In sectlons 920, 926 of thls
title.

§923. Same; assessment and payment or acceptance
of arrangement by taxing agency.

Any provision In this ehapter to the contrary not-
withstanding, aii taxes which may be found to be
owing to the United States or any State from a
debtor within one year from the date of the filing of
a petition under this chapter and have not been as-
sessed prior to the date of the confirmation of an
arrangement under this chapter, and all taxes which
may become owing to the United States or any State
from a trustee of a debtor or from a debtor in pos-
session, shall be assessed against, may be coliected
from and shall be paid by the debtor, or the corpora-
tion organized or the trustee or corporation made
use of for effectuating an arrangement under this
chapter: Provided, however, That the United States
or any State may in writing accept the provisions of
any arrangement dealing with the assumption, set-
tlement, or payment of any such tax. (July 1, 1898,
ch. 541, § 523, as added June 22, 1938, ch. 675, § 1,
52 Stat. 929.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

SUBCHAPTER XV.—WHEN CHAPTER TAKES

EFFECT

§ 926. Proceedings to which chapter applies.

(1) On and after the effective date of this amend-
atory Act, this chapter shall apply to debtors and
their creditors, whether their rights, claims, and in-
terests of any nature whatsoever have been acquired
or created before or after such date;

(2) a petition may be filed under this chapter in
a proceeding in bankruptcy which is pending on such
date, and a petition may be flied under this chapter
notwithstanding the pendency on such date of a
proceeding in which a receiver or trustee of all or
any part of the property of a debtor has been ap-
pointed or for whose appointment application has
been made in & court of the United States or of any
State;

(3) the provisions of sections 201 and 202 of this
title shall continue in full force and effect with re-
spect to proceedings pending under those sections
upon the effective date of this amendatory Act; and

(4) sections 920 and 922 of this titie shall apply
to compositions and extensions confirmed under
section 202 of this title before the effective date of
this amendatory Act and to compositions and ex-
tensions which may be confirmed under section 202
of this titie on and after such effective date, except
that the exemption provided by section 920 of this
title may be disallowed If it shall be made to appear
that such composition or extension, or composition
and extension, had for one of its principal purposes
the avoidance of income taxes, and except further
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that where such composition or extension, or compo-
sition and extcnsion, has not been confirmed on or
after such effective date, section 921 of this title shali
apply where practicable and expedient. (July 1,
1898, ch. 541, § 526, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 929.)

CHANDLER AcT; EFFECTIVE DATE
Sectlon 7 of act June 22, 1938, provided: *This amenda-
tory Act shall take effect and be in force on and after
three months from the date of {ts approval.”
Construction and operation of act June 22, 1938, see
note under sectlon 1 of this title,

Chapter 13.—WAGE EARNERS' PLANS

SUBCHAPTER I-—CONSTRUCTION
Sec,
1001 Exclusive application of chapter.
1002 Application of other provisions.

SUBCHAPTER I1.—DEFINITIONS

1006. In general,
1007. Creditors affected by plan; determination.

SUBCHAPTER III.—JURISDICTION, POWERS, AND
DUTIES OF THE COURT

1011. Exclusive Jjurlsdiction ot debtor,
earnings.

Jurisdiction, powers, and dutles,

Bame; administration of estate.

Stay of actions.

Notices.

Appellate jurisdiction.

property, and

1012.
1013.
1014.
1015.
1016.

SUBCHAPTER IV.—PETITION AND STAY

Filing petition; pending bankrup‘cy proceeding.

Same; original petition.

Contents of petition.

Statements and fees accompanying petition.

Petition In pending bankruptcy proceedings as
stay.

Bond of debtor; failure to flle.

1021.
1022.
1023.
1024,
1025,

1026.

SUBCHAPTER V.—PROCEEDINGS S8UBSEQUENT TO
FILING OF PETITION

1031 . Reference to referee.

1032. Meeting of credltors; time; notlce.
1033. Same; conduct and business generally.

SUBCHAPTER VI.—RIGHTS, DUTIES, AND POWERS OF
DEBTOR AND OFFICERS

1036. In general.
1037. Exemptions.

SUBCHAPTER VII.—CREDITORS AND CLAIMS

1041. Rlghts, duties, and llabiilties of credltors, etc.
1042. Rejection of executory contract or unexpired lease;
assignment of future rent clalms,

1043. Repealed.
1044. Allowance of clalms upon order to proceed with
bankruptey.

SUBCHAPTER VIII—-PROVISIONS OF PLAN
1046. Contents generally.

SUBCHAPTER IX.—CONFIRMATION AND CONSUMMA-
TION OF PLANB

Unanimously accepted plan;
deposit by debtor.

Majority accepted plan; applicatlon for confirma-
tion.

Alterations or modificatlons prior to confirmation.

Same; acceptance.

8ame; notice.

Requisites for confirmatlon.

Binding effect of confirmatlon,

Powers of court durlng extension period.

Priority of payment.

1051 confirmation upon

1062,

1053.
1054.
1055.
1056.
1057.
1058,
1059.
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Sec,

1060.
1061.
1062.

Discharge of debtor.
Bame; at expiration of thrce years,
Final decree.

SUBCHAPTER X.—DISMISSAL AND ADJUDICATION

1088. Procedure upon withdrawal, abandonment, or fail-
ure to accept plan. .

Procedure upon order directing bankruptcy to be
procecded with.

Exclusive method of adjudication.

Proceedings following confirmation of arrange-

ment.

SUBCHAPTER XI1.—~PLANS, WHEN SET ASIDE OR
MODIFIED

Fraud in procuring plan.

SUBCHAPTER XII.—GENERAL PROVISIONS

Suspension of statutes of limitation, etc.

Notice by mall.

District director of internal revenue and Federal
agencies; notlces.

Taxes; income or profit from modificr.tion of in-
debtedness.

Same; payment; acceptance of arrangement by
taxing agency.

1067.

1068.
1069.

1071.

1076.
1077.
1078.

1079.

1080.

SUBCHAPTER XIII.—WHEN CHAPTER TAKES EFFECT
1086. Procecdings to which chapter applics.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 45, 68 of this
title; title 16 section 1673.

SUBCHAPTER 1..CONSTRUCTION

§ 1001. Exclusive application of chapter.

The provisions of this chapter shall apply exclu-
sively to proceedings under this chapter. (July 1,
1898, ch. 541, § 601, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 930.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, sce note under section 1 of
this title,

§ 1002, Application of other provisions.

The provisions of chapters 1 to 7, inclusive, of this
title shall, insofar as they are not inconsistent or in
conflict with the provisions of this chapter, apply in
proceedings under this chapter: Provided, however,
That subdivision (f) of section 110 shall not apply
in such proccedings unless an order shall be entered
directing that bankruptcy be proceeded wlth pur-
suant to the provisions of chapters 1 to 7, in-
clusive. For the purposes of such application, pro-
visions relating to “bankrupts” shal be deemed to
reiate also to “debtors”, and "‘bankruptcy proceed-
ings” or “proceedings in bankruptcy’ shall be deemed
to inctude proceedings under this chapter. For the
purposes of such application the date of the filing of
the petition in bankruptcy shall be taken to be the
date of the flling of an original petition under section
1022 of this title, and the date of adjudication shall
be taken to be the date of the flling of the petition
under section 1021 or 1022 of this title except where
an adjudication had previously been entered. (July
1, 1898, ch. 541, § 602, as added June 22, 1938, ch.
575, § 1, 52 Stat. 930.)

EFFECTIVE DATE AND CONSTRUCTION

Effecctive date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,
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SUBCHAPTER II.—DEFINITIONS

§ 1006, In general.

For the purposes of this chapter, unless incon-
sistent with the context—

(1) “claims” shall include all claims of what-
ever character against the debtor or his property,
whether or not provable as debts under section
103 of this title and whether secured or unsecured,
liquidated or unlicuidated, fixed or contingent,
but shall not include claims sccured by estates in
real property or chattels real;

(2) “creditor” shall mean the holder of any
claim;

(3) “debtor” shall mean a wage earner who
filed a petition under this chapter;

(4) “debts” shall include all claims;

(6) “executory contracts" shall include unex-
pired leases of real property;

(6) “petition” shall mean a petition flled under
this chapter by a wage earner desiring to effect a
plan for a composition or extension of time for the
payment of his debts, or both;

(7) “plan” shall mean a plan for a composition
or extension, or both, proposed in a proceeding
under this chapter; and

(8) “wage earner” shall mean an individual
whose principal income is derived from wages,
salary or commissions.

(July 1, 1898, ch, 541, § 806, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 930, and amended Dec. 29, 1950,
ch. 1193, 64 Stat. 1134; May 13, 1959, Pub. L. 86-24,
§1, 73 Stat. 24.)

AMENDMENTS

1950—Par, (8). Pub. L. 86-24 substituted “whose prin-
cipal income is derived from wages, salary or commis-
stons” for “who works for wages, salary, or hire at a rate
of compensation which, when added to his other income,
does not exceed $5,000 per year.”

1950—Par. (8). Act Dec. 20, 1050, substituted *“$5,000"
for “$3,600",

EFFECTIVE DATE OF 10569 AMENDMENT
Section 3 of Pub, L. 86-24 provided that: ‘“The provi-
slons of this Act [amending par. (8) of this section and
par. (3) of section 1059 of tais title] shall apply to ail
cases in which the petition initiating the proceedings
under the Bankruptcy Act |this title] s filed subsequent
to the date of the enactment of this Act |[May 13, 1059]."

EFFECTIVE DATE AND CONSTRUCTION
Effectlve date and construction of act Junc 22, 1938,

known as the Chandler Act, see note under section 1 of
this title.

§ 1007. Creditors affected by plan; determination.

A creditor shall be deemed to be “affected” by a
plan only if his interest shall be materially and ad-
versely affected thereby. In the event of contro-
versy, the court shall, after hearing upon notice,
summarily determine whether any creditor is so af-
fected. (July 1, 1898, ch. 541, § 607, as added June
22,1938, ch. 575, § 1, 52 Stat. 931.)

EFFECTIVE DATE AND CONSTRUCTION
Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this titie.
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SUBCHAPTER III.—JURISDICTION, POWERS,
AND DUTIES OF THE COURT

§ 1011. Exclusive jurisdiction of debtor, property, and
earnings.

Where not inconsistent with the provisions of this
chapter, the court in which the petition is filed shall,
for the purposes of this chapter, have exclusive juris-
diction of the debtor and his property, wherever lo-
cated, and of his earnings and wages during the
period of consummation of the plan. (July 1, 1898,
ch. 541, § 611, as added June 22, 1938, ch. 575, § 1,
52 Stat. 931.)

EFFECTIVE DATE AND CONBTRUCTION

Effective date and construction of act June 22, 1038
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

Provisions on this subject were contained in the first
sentence of former section 202 (m) of this title.

§ 1012. Jurisdiction, powers, and duties.

Where not inconsistent with the provisions of this
chapter, the jurisdiction, powers, and duties of the
court chall ha the same—

(1) where a petition is flled under section 1021
of this title and a decree of adjudication has not
been entered in the pending bankruptcy proceed-
ing, as if a decree of adjudication had been en-
tered in such bankruptcy proceeding at the time
the petition under this chapter was filed, or

(2) where a petition is filed under section 1022
of this title, as if a voluntary petition for adjudi-
cation in bankruptcy had been flled and a decree
of adjudication had been entered at the time the
petition under this chapter was filed.

(July 1, 1898, ch. 541, § 612, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 931.)
E¥FECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1838.

known as the Chandler Act, see note under section 1 of

this title.
PRIOR PROVISIONS

Provisions on this subject were contained In the second
sentence of former section 202 (m) of this title.

§ 1013, Same; administration of estate.

Upon the filing of a petition, the court may, in
addition to the jurisdiction, powers, and duties here-
inabove and elsewhere in this chapter conferred and
imposed upon it—

(1) permit the rejection of executory contracts
of the debtor, upon notice to the parties to such
contracts and to such other parties in interest as
the court may designate;

(2) extend upon cause shown any time which
under this chapter the court is required or per-
mitted to fix for any purpose. :

(July 1, 1898, ch. 541, § 613, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 931.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

CROSS REFERENCES

-Rejcetion of executory contracts as breach thereof, see

sectlon 108 of this title,
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§ 1014. Stay of actions.

The court may, in addition to the relief provided
by section 29 of this title and elsewhere under this
chapter, enjoin or stay until final decree the com-
mencement or continuation of suits other than suits
to enforce liens upon the property of a debtor, and
may, upon notice and for cause shown, enjoin or stay
until finai decree any act or the commencement or
continuation of any proceeding to enforce any lien
upon the property of a debtor. (July 1, 1898, ch, 541,
§ 614, as added June 22, 1938, ch. 575, § 1, 52 Stat.
931.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

Provisions on this subject were contained in former sec-
tion 202 (n) of this title.

§ 1015, Notices.

Whenever notice Is to be given under this chapter,
the court shall designate, if not otherwise specified
hereunder, the time within which, the persons to
whom, and the form and manner in which the notice
shall be given. Any notice to be given under this
chapter may be combined, whenever feasible, with
any other notice or notlces under this chapter. (July
1, 1898, ch. 541, § 615, as added June 22, 1938, ch.
575, § 1, 52 Stat. 931.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1838,
known as the Chandler Act, see note under section 1 of
this title.

CROSS REFERENCES

Mall, notices by, see section 1077 of this title,

§ 1016. Appellate jurisdiction.

Where not inconsistent with the provisions of this
chapter, the jurisdiction of appellate courts shall be
the same as in 4 bankruptcy proceeding. (July 1,
1898, ch. 541, § 616, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 931.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,

PRIOR PROVISIONS

Provisions on this subject were contained in the second
sentence of former section 202 (m) of this title.

SUBCHAPTER IV.—PETITION AND STAY
§ 1021, Filing petition;
ceeding.

A debtor may flle a petition under this chapterina
pending bankruptcy proceeding either before or after
his adjudication. (July 1, 1898, ch. 541, § 621, as
added June 22, 1938, ch, 575, § 1, 52 Stat. 931.)

EFrECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in sections 1002, 1012, 1025,
1036, 1041, 1044, 10686, 1067, 1071 of this title.

pending bankruptcy pro.

§ 1022. Same; original petition.
If no bankruptcy proceeding is pending, a debtor
may flle an original petition under this chapter with
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the court which would have jurisdiction of a petition
for his adjudication. (July 1, 1898, ch. 541, § 622, as
added June 22, 1938, ch. 575, § 1, 52 Stat. 931.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under sectlon 1 of
this title.
SECTION REFERRED TO IN OTIER SECTIONS

This sectlon Is referred to in sectlons 1002, 1012, 1636,
1041, 10686, 1067, 1671 of this title.

§ 1023. Contents of petition,

A petition filed under this chapter shall state that
the debtor is insolvent or unable to pay his debts as
they mature and that he desires to effect a composi-
tion or an extension, or both, out of his future earn-
ings or wages. (July 1, 1898, ch. 541, § 623, as added
June 22, 1938, ch, 575, § 1, 52 Stat. 932.)

EFFECTIVE DATE AD CONSTRUCTION
Effective date and constructlon of act June 22, 1038,
known as the Chandler Act, see note under seetlon 1 of
this title.
PRIOR PROVISIONS

Provisions on thls subject were contained in former
section 202 (n) of this title.

§ 1024, Statements and fees accompanying petition.
The petition shall be accompanied—
(1) by a statement of the executory contracts
of the debtor, and the schedules and statement of
affairs, if not previously filed: Provided, however,
That if the debtor files with the petition a list of
his creditors and their addresses and a summary
of his assets and liabilities, the court may, on ap-
plication by the debtor, grant for cause shown
further time, not exceeding ten days, for filing the
statement of the executory contracts and the
schedules and statement of affairs, and such time
shall not further be extended except for cause
shown and on such notice and to such persons
as the court may direct; and
(2) where a petition Is filed under section 1022
of this titie, by payment to the clerk of $15 to be
distributed, $10 to the Treasury of the United
States for deposit in the referees' salary and ex-
pense fund and $5 to the clerk, in licu of the fees
of $32 and $8 as prescribed in sections 68 and 80
of this title: Provided, however, That such fees
may be paid in installments, if so authorized by
General Order of the Supremc Court of the United
States.
(July 1, 1898, ch. 541, § 624, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 932, and amended June 28, 1946,
ch. 512, § 15, 60 Stat. 331; July 7, 1852, ch. 579, § 47,
66 Stat. 436; July 28, 1959, Pub, L. 86-110, § 5, 73
Stat. 261.)
AMENDMENTS

1959—7Par. (2). Pub. 86-110 substituted “referees’' sal-
ary and expense fund" for "referees' salary fund' and fee
of "$32" for "$17".

1952—Act July 7, 1952, incorporated former pars. (1)
and (2) Into par. (1), added a provlso, and renumbered
former par. (3) as (2).

1946—Par. (3). Act June 28, 1048, made fees uniform
. with other bankruptcy fees, and provided for their
disposition.

EFFECTIVE DATE OF 1050 AMENDMENT

Amendment of section by Pub. L. 86-110 effective on
the first day of the first fiseal year following July 28, 1959,

47-500 0—71—vol. 2 70
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sce scctlon 8 of Pub. L, 86-110, set out ns a note under
section 68 of this title.
EFFECTIVE DATE oF 1052 AMENDMENT
Amendment of sectlon effectlve three months nfter July
7, 1952, sec note under section 1 of this title.
EFFECTIVE DATE; REPEAL; ETC., OF 1048 AMENDMENT

Effective date, repeals, saving provisions, and effect of
catchlines of act June 28, 1846, see notes set out under
sectlon 62 of this title,

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22. 1938,
known as the Chandler Act, sce note under section 1 of
this tltle.

PRIOR PROVISIONS

Provisions on this subject were contained In former sec-
tlons 30 (a) and 202 (n) of this tltle.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to tn sectlon 1066 of this title.

§1025. Petition in pending bankrupfcy proceedings as
stay.

A petition filed under section 1021 of this title
shall act as a stay of adjudication or of administra-
tion of the estate. (July 1, 1898, ch. 541, § 625, as
added June 22, 1938, ch. 575, § 1, 52 Stat. 932.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1938
known as the Chandler Act, see note under scetion 1 of
this title.

PRIOR PROVISIONS

Provislons on thls subject were contalned in form~r
sections 30 (a) and 202 (a) of this title.

§ 1026. Bond of debtor; failure to file.

The court may, upon hearing after notice to the
debtor and such other persons as the court may des-
ignate, require the debtor to file, within such time as
the court may fix, a bond or undertaking with such
sureties, as may be approved by the court, or without
sureties, as the court may order, and In such amount
as the court may fix, to indemnify the estate against
loss thereto or diminution thereof during the period
of such stay. Upon the failure of the debtor to
comply with such requirement the proceeding under
this chapter shall be dismissed. (July 1, 1898, ch.
541, § 626, as added June 22, 1938, ch. 575, § 1, 52
Stat. 932.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act Junec 22, 1938,
known as the Chandler Act, sece note under section 1 of
this title.

SUBCHAPTER V.—PROCEEDINGS SUBSEQUENT
TO FILING OF PETITION

§ 1031, Reference {o referee,

The clerk shall, uniess the judge or judges dircct
otherwise, refer the procecdings to a referee. (July
1, 1898, ch. 541, § 631, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 932, and amended June 23, 1959, Pub. L.
86-64, § 5, 73 Stat. 109.)

AMENDMENTS
1959—Pub. L. 86-64 substituted “The clerk shall, unless
the judge or judges dlrect otherwise, refer the proceedings
to a referee” and “The judge may refer the proceeding to
a referee."
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EFrECTIVE DATE AND CONSTRUCTION

Eftective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

Provisions on this subject were contained {n former
section 202 (o) of this title.

§1032. Meeting of creditors; time; notice.

The judge or referee shall promptly call a meeting
_of creditors, upon at least ten days’ notice by malil to
the debtor and his creditors, (July 1, 1898, ch, 541,
§ 632, as added June 22, 1938, ch. 575, § 1, 52 Stat.
932.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

Provisions on this subject were contalned in former
section 202 (c) of this title.

§1033. Same; conduct and business generally.

At such meeting, or at any adjournment thereof—

(1) the judge or referee shall preside, receive
proofs of claim, and allow or disallow them, and
examine the debtor or cause him to be examined
and hear witnesses on any matter relevant to the
proceeding;

(2) the debtor shall submit his plan, and de-
posit with the clerk, for payment into the refer-
ees’ salary and expense fund a fee not to exceed
$15, to be graduated and charged in the manner
outlined in paragraph (2) of subdivision (¢) of
section 68 of this title: Provided, however, That
such fee may be paid in installments, if so author-
ized by General Order of the Supreme Court of
the United States;

(3) the court shall receive and determine the
written acceptances of creditors on the proposed
plan, which acceptances may be obtained by the
debtor before or after the filing of a petition under
this chapter;

(4) the court shall, if the plan is accepted, ap-
point a trustee to receive and distribute, subject to
the control of the court, all moneys to be paid
under the plan and shall require such trustee to
give bond with surety to be approved by the court
in such amount as the court shall fix; and

(6) the court shall fix a time for the filing of the
application to confirm the arrangement and for
a hearing on the confirmation thereof or any ob-
jection to the confirmation, unless such times have
already been named in the notice of the n -cting
or unless all creditors affected by the arrangement
have accepted it.

(July 1, 1898, ch. 541, § 633, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 932, and amended June 28, 1946,
ch. 512, § 16, 60 Stat. 331; July 28, 1959, Pub. L.
86-110, § 6, 73 Stat. 261.)

AMENDMENTS
1859—Pnar. (2). Pub. L. 86-110 substituted ‘“referces’
salary and expense fund" for ‘referees’ expense fund".
1946—Par. (2). Act June 28, 19468, made fees uniform
with other bankruptcy fees.

ErFECTIVE DATE OF 1959 AMENDMENT
Amendment of section by Pub. L. 86-110 effective on
the first day of the first fiscal year following July 28, 1950,
see section 8 of Pub. L. 86-110, set out as a note under
section 68 of this title.
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EFFECTIVE DATE; REPEAL; ETC,, OF 1046 AMENDMENT
Effective date; repeals, saving provisions, and effect of
catchiines of act June 28, 1948, see notes set out under
section 62 of this title.
EFFECTIVE DATE AND CONSTRUCTION

Eftective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

Provisions on this subject were contalned {n former
sections 30 (a) and (c) and 202 (d) and (f) of this title.
SECTION REFERRED TO IN OTIIER SECTIONS

This section s referred to in sections 65, 1051, 1059 of
this title.

SUBCHAPTER VI.—RIGIITS, DUTIES, AND
POWERS OF DEBTOR AND OFFICERS

§ 1036. In general.

Where not inconsistent with the provisions of this
chapter, the powers and duties of the officers of the
court and the rights, privileges, and duties of the
debtor shall be the same, where a petition is filed
under section 1021 of this title and a decree of ad-
judication has not been entered in the pending
bankruptcy proceeding, as if a decree of adjudica-
tion had been entered in such bankruptcy proceed-
ing at the time the petition under thls chapter was
filed, or, where a petition is filed under section 1022
of this title, as if a voluntary petition for adjudica-
tion in bankruptcy had been filed and a decres of
adjudication had been entered at the time the
petition under this chapter was filed. (July 1, 1898,
ch, 541, § 636, as added June 22, 1938, ch. 575, § 1,
52 Stat. 932.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandier Act, see note under section 1 of
this title.

PRIOR PROVIBIONS

Provisions on this subject were contalned in former
section 202 (m) of this title,

§1037. Exemptions.

The allowance of exemptions to a debtor shall be
the same as provided for a bankrupt under this title,
and such exemptions shall be set aside to the debtor
in like manner as provided for a bankrupt. (July 1,
1898, ch. 541, § 637, as added June 2Z, 1938, ch.
575, § 1, 52 Stat. 933.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, sce note under section 1 of
this title.

PRIOR PROVISIONS

Provisions on tnis subject were contained in the pro-
viso to former section 202 (h) of this title,

CRrROSS REFERENCES
Exemptions of bankrupts, see section 24 of this title.

SUBCHAPTER VII.—CREDITORS AND CLAIMS

§ 1041, Rights, duties, and liabilities of creditors, etc.

Where not inconsistent with the provisions of
this chapter, the rights, duties, and liabilities of
creditors and of all other persons with respect to
the property of the de** shall be the same, where
a petition is filed - ...+ on 1021 of this title and
a decree of adju. ... ot been entered in the
pen-ding bankrupt.: ' - :ng, as if a decree of
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adjudication had been entered in such bankruptcy
proceeding at the time the petition under this chap-
ter was filed, or, where a petition is filed under sec-
tion 1022 of this title, as if a voluntary petition for
adjudication in bankruptcy had been filed and a
decree of adjudication had been entered at the time
the petition under this chapter was filed. July 1,
1898, ch. 541, § 641, as added June 22, 1938, ch. 575,
$ 1,52 Stat. 933.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of

this title. PRIOR PROVISIONS

Provisions on this subject were contained in former
section 202 (m) of this title.

§1042. Rejection of executory contract or unexpired
lease; assignment of future rent claims.

In case an executory contract shall be rejected
pursuant to the provisions of a plan or to the per-
mission of the court given in a proceeding under
this chapter, or shall have been rejected by a trustee
or receiver in bankruptcy in a prior pending pro-
ceeding, any person injured by such rejection shail,
for the purpose of this chapter and of the plan, its
acceptance and confirmation, be deemed a creditor.
The claim of the landlord for injury resulting from
the rejection of an unexpired lease of real estate or
for damages or indemnity under a covenant con-
tained in such lease shall be provable, but shall be
limited to an amount not to exceed the rent, with-
out acceleration, reserved by such lease for the year
next succeeding the date of the surrender of the
premises to the landlord or the date of reentry of the
landlord, whichever first occurs, whether before or
after the filing of the petition, plus unpaid accrued
rent, without acceleration, up to the date of sur-
render or reentry: Provided, That the court shall
serutinize the circumstances of an assignment of a
future rent elaim and the amount of the considera-
tion paid for such assignment in determining the
amount of damages allowed the assignee thereof.
(July 1, 1898, ch. 541, § 642, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 933)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 22, 1838,
known as the Chandler Act, see note under section 1 of

this title.
CROSS REFERENCES

Rejection of executory contract as breach thereof, see
section 103 of thls title,

§1043. Repealed. July 7, 1952, ch. 579, § 48, 66 Stat. 436.
Section, act July 1, 1898, ch. 54;, § 643, as added June
22, 1938, ch. 576, § 1, 62 Stat. 933, related to expiration of
time for filing claims in pending bankruptcy.
EFFECTIVE DATE OF REPEAL
Repeal of section cffective three months after July 7,
1062, see note under section 1 of this title.

§1044. Allowance of claims upon order to proceed
with bankruptcy.

Upon the entry of an order under the provisions of
this chapter directing that bankruptcy be proceeded
with, only claims for taxes legally due and owing to
the United States or any State or any subdivision
thereof at the time of the filing of the original peti-
tion under this title and such claims as are provable
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under section 103 of this title shall be allowed; and,
as to any such claims not already duly filled, where
the petition under this chapter was filed under sec-
tion 1021 of this title, and an order setting the first
date for the first meeting of creditors was made be-
fore the filing of such petition, the date of mailing of
notice to creditors of the entry of the order directing
that bankruptcy be proceeded with shall, for the
purposes of subdivision (n) of section 93 of this
title, be deemed to be the first date set for the first
meeting of creditors: Provided, however, That if the
time for filing claims in a pending bankruptcy pro-
ceeding had expired prior to the flling of a petition
under this chapter, claims not filed within the time
prescribed or as permitted by subdivision (n) of sec-
tion 93 of this title shall not be allowed in the rein-
stated bankruptecy proceeding, (July 1, 1898, ch.
541, § 643, formerly § 355, as added June 22, 1938,
ch. 575, §1, 52 Stat. 933, renumbered and amended
July 7, 1952, ch. 579, § 49, 66 Stat. 436.)

AMENDMENTS

1952—Act July 7, 1852, renumbered former section 644
of act July 1, 1898, ns added by act June 22, 1938, as
sectlon 643, and permitted clalms to be filed within slx
months rather than three months when bankruptcy
ensues upon failure of a plan,

EFFECTIVE DATE OF 1852 AMENDMENT

Amendment of sectlon effective three months after

July 7, 1952, see note under section 1 of thls title.
EFF ECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 22, 1928,
known as the Chandler Act, see note under section 1 of
this title.

SUBCHAPTER VIIL—PROVISIONS OF PLAN

§ 1046. Contents generally.

A plan under this chapter—

(1) shall include provisions dealing with unse-
cured debts generally, upon any terms;

(2) may include provisions dealing with se-
cured debts severally, upon any terms;

(3) may provide for priority of payment during
the period of extension as between the secured and
unsecured debts affected by the plan;

(4) shall include provisions for the submission
of future earnings or wages of the debtor to the
supervision and control of the court for the pur-
pose of enforcing the plan;

(5) shall provide that the court may from time
to time during the period of extension increase or
reduce the amount of any of the installment pay-
ments provided by the plan, or extend or shorten
the time for any such payments, where it shall be
made to appear, after hearing upon such notice as
the court may designate, that the circumstances
of the debtor so warrant or require;

(6) may include provisions for the rejection of
executory contracts of the debtor; and

(7) may include any other appropriate pro-
visions not inconsistent with this chapter.

(July 1, 1898, ch. 541, § 646, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 934.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and constructlon of act June 22, 1938,
known as the Chirndler Act, see note under section 1 of
thiz titie.
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PRIOR IPROVISIONS
Provisions on this were contained In former section
202 (h) of this title.
CROSS REFERENCES
Rejection of executory contract as breach thereof, see
sectlon 103 of this title.

SUBCHAPTER IX.—CONFIRMATION AND
CONSUMMATION OF PLANS

§105]. Unanimously accepted plan; confirmation upon
deposit by debtor.

A plan which at the meeting of creditors, as pro-
vided in section 1033 of this title, has been accepted
in writing by all creditors affected thereby, whether
or not their claims have been proved, shall be con-
firmed by the court when the debtor shall have
made the deposit required under this chapter and
under the plan, and if the court is satisfled that the
plan and its acceptance are in good faith and have
not been made or procured by any means, promises
or acts forbidden by this title. (July 1, 1898, ch.
541, § 651, as added June 22, 1938, ch. 575, § 1, 52
Stat. 934.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this tltle.

PRIOR PROVISIONS

Provisions on this subject were contained In former
section 202 (g) of this title.

§ 1052. Majority .accepted plan; applicatiou for con-
firmation.

If a plan has not been so accepted, an application
for the confirmation of the plan may be flled with
the court within such time as the court shall have
fixed in the notice of such meeting, or at or after
such meeting and after, but not before—

(1) it has been accepted in writing, if unsecured
creditors are affected by the plan, by a majority
in number of all such creditors whose claims have
been proved and allowed before the conclusion of
the meetling, which number shall represent a ma-
jority in amount of such claims, and by the se-
cured creditors whose claims are dealt with by the
plan; and

(2) the debtor has made the deposit of moneys
required of him under this chapter and under the
plan.

(July 1, 1898, ch. 541, § 652, as added June 22, 1938,
ch. 575, § 1,52 Stat. 934.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of

this title.
PRIOR PROVISIONS

Provisions on this subject were contained In former
sections 30 (b) and 202 (e) of this tltle.

§1053. Alterations or modifications prior to confir-
mation.

Alterations or modifications of a plan may be
proposed in writing by a debtor, with leave of court,
at any time before the plan is confirmed. (July 1,
1898, ch. 541, § 653, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 934.)

EFFECTIVE DATE AND CONSTRUCTION
Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title,
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§ 1054. Same; acceptance.

Unless the court finds that the proposed alteration
or modification does not materially and adversely
affect the interest of any creditor who has not in
writing assented thereto, the court shall adjourn the
meeting or, if closed, reopen the meeting, and may
enter an order that any creditor who accepted the
plan and who fails to flle with the court within such
reasonable time as shall be fixed in the order a re-
jection of the altered or modifled plan, shall be
deemed to have accepted the alterations or modifi-
cations and the plan so altered or modified, unless
the previous acceptance provides otherwise, (July 1,
1898, ch. 541, § 654, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 934.)

ErrecTT' 2 DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandier Act, see note under section 1 of
thils tltle.

§ 1055. Same; notice.

At least ten days’' notice of the adjourned or re-
opened meeting, together with a copy of the orde:,
if entered, and of the proposed alteration or modifi-
cation, shall be given to the creditors and other
parties in interest. (July 1, 1898, ch, 541, § 655, as
added June 22, 1938, ch. 575, § 1, 52 Stat. 935.)

EfFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1838,
known as the Chandler Act, see note under sectlon 1 of
this title.

CRrROSS REFERENCES

Notlces generaily, see section 1015 of this title.

§ 1056. Requisites for confirmation.

(a) The court shall confilrm a plan if satisfled
that—

(1) the provisions of this chapter have been
complied with;

(2) it is for the best interests of the creditors
and is feasible;

(3) the debtor has not been gulilty of any of the
acts or failed to perform any of the duties which
would be a bar to the discharge of the bankrupt;
and

(4) the proposal and its acceptance are in good
faith and have not been made or procured by any
means, promises, or acts forbidden by this title.
Conflrmation of a plan shall not be refused solely

because the interest of a debtor will be preserved
under the plan.

(b) Before confirming any such plan the court
shall require proof from each creditor filing a claim
that such claim is free from usury as defined by the
laws of the place where the debt was contracted.
(July 1, 1898, ch. 541, § 656, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 935, and amended July 7, 1952,
ch. 579, § 50, 66 Stat. 437.)

AMENDMENTS
1962——Subd. (a). Act July 7, 1952, eliminated provi-
slons that a proposed plan shall be “fair and equitable”
and added last paragraph,

EFFECTIVE DATE OF 1052 AMENDMENT
Amendment of sectlon effective three months after
July 17, 1962, see note under section 1 of this title,
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EFFECTIVE DATE AND CONSTRUCTION

Effective date nnd construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

Provisions on this subject were contalned in former sec-
tions 30 (d) and 202 (g) of this title.

§ 1057, Binding effect of confirmation.

Upon confirmation of a plan, the plan and its pro-
visions shall be binding upon the debtor and upon
all creditors of the debtor, whether or not they are
affected by the plan or have accepted it or have filed
their claims, and whether or not their claims have
been scheduled or allowed or are allowable, (July 1,
1898, ch. 541, § 657, as added June 22, 1938, ch. 575,
§ 1, 52 Stat, 935,

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938
known as the Chandier Act, see note under sectlon 1 of
this title,

PRIOR PROVISIONS

Provis'ons on this subject were contalned in former sec-
tion 202 (1) of this title.

§ 1058. "owers of court during extension period,
During the period of extension, the court—

(1) shall retain jurisdiction of the debtor and
his property for all purposes of the plan and its
consummation and shall have supervision and
control of any agreement or assignment, provided
for in the plan, in respect to any future earnings
or wages of the debtor; and

(2) may issue such orders as may be requisite
to effectuate the provisions of the plan, including
orders directed to any employer of the debtor.
An order directed to such employer may be en-
forced in the manner provided for the enforcement
of judgments.

(July 1, 1898, ch. 541, § 658, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 935.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, sce note under sectlon 1 of
this title.

PRIOR PROVISIONS

Provisions on this subject were contained in former sec-
tion 202 (§) of this title.

§ 1059. Priority of payment.

In advance of distribution to creditors, there shall
first be paid in full, out of the moneys paid in by or
for the debtor, and the order of payment shall be—

(1) the costs of the referee as specified in para-
graph (2) of section 1033 of this title;

(2) the actual and necessary costs and ex-
penses of the trustee;

(3) an additional fee for the referees’ salary
and expense fund, to be graduated and charged
in the manner outlined in paragraph (2) of sub-
division (c¢) of sectton 68 of this title, and to be
computed upon the amount of the payments ac-
tually made by or for a debtor under the plan; and
commissions to the trustee of not more than 5
per centum to be computed upon and payable
out of the payments actually made by or for a
debtor under the plan;

(4) such reasonable fee to the attorney for the
debtor as the court may allow for the professional
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services actually rendered by such attorney to the
debtor in and in connection with the proceedings
under this chapter;

(5) in the case of a pending bankruptcy pro-
ceeding superseded by a proceeding under this
chapter, the costs, expenses, and fees of such
bankruptcy proceeding; and

(6) the debts entitled to priority, in the order
of priority as provided by subdivision (a) of sec-
tion 104 ot this title.

(July 1, 1898, ch. 541, § 659, as added June 22, 1838,
ch. 575, § 1, 52 Stat. 935, and amended June 28, 1946,
ch. 512, § 17, 60 Stat. 331; May 13, 1959, Pub. L.
86-24, § 2, 73 Stat. 24; July 28, 1959, Pub. L. 86-110,
§ 7,73 Stat. 261.)

AMENDMENTS

1959—Par, (3). Pub. L. 86-110 substituted '‘referees’
salary and expense fund” for “referees’ salary fund”.

Pub. L. 86-24 substituted ‘of not more than 5 per
centum” for “of 6 per centum.”

1946—Pars. (1) and (3). act June 28,
fees uniform with other bankruptey fees.

1946, made
EFFPECTIVE DATE OF 1959 AMENDMENTS

Amendment of par. (3) of this section by Pub. L.
86-110 effective on the first day of the first fiscal year
following July 28, 1959, see section 8 of Pub. L. 86-110,
set out as a note under section 68 of this title.

Amendment of par. (3) of this sectlon by Pub. L. 86-
24 applicable Lo all cases In which the petition initiat-
ing the proceedings 1s filed subsequent to May 13, 1059,
see section 3 of Pub, L. 86-24, sct out as a note under
section 100G of this title,

EFFECTIVE DATE; REPEAL; ETC., OF 1946 AMENDMENT

Effective date, repeals, saving provisions, and effect of
catchlines of act June 28, 1946, see notes set out under
section 62 of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction ol act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

PRIOR PROVISIONS

Provislons on this subject were contained {n former
sectfon 202 (J) of this title.
SECTION REFERRED TO IN OTHER SECTIONS
This section s referred to in section 65 of this title.

§ 1060. Discharge of debtor,

Upon compliance by the debtor with the provisions
of the plan and upon completion of all payments to
be made thereunder, the court shall enter an order
discharging the debtor from all his debts and liabili-
ties provided for by the plan, but excluding such
debts as are not dischargeable under section 35 of
this title held by creditors who have not accepted the
plan. (July 1, 1898, ch. 541, § 660, as added June 22,
1938, ch. 575, § 1, 62 Stat. 935, and amended July 17,
1952, ch. 579, § 61, 66 Stat. 437.)

AMENDMENTS

1962—Act July 7, 1952, deleted ‘and all debts denled
participation fn the plan by section 1043 of this title”
preceding “but excluding”.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment of section effective three months after

July 7, 1952, see note under section 1 of this title.
EFFECTIVE DATE AND CONSTRUCTION

Effective dnte and construction of act June 2%, 1938,
known as the Chandler Act, see note under section 1 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section 18 referred to in section 1082 of th.s title,
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§1061. Same; at expiration of three years,

If at the expiration of three years after the con-
firmation of a plan the debtor has not completed
his payments thereunder, the court may neverthe-
less, upon the application of the debtor and after
hearing upon notice, if satisfied that the failure of
the debtor to complete his payments was due to cir-
cumstances for which he could not be justly held
accountiable, enter an order discharging the debtor
from ail his debts and liabilitles provided for by
the plan, but excluding such debts as are not dis-
chargeable under sectlon 35 of this title held by
creditors who have not accepted the plan. (July 1,
1898, ch. 541, § 661, as added June 22, 1938, ch. 575,
§ 1, 52 Stat. 936, and amended July 7, 1952, ch. 579,
§ 52, 66 Stat. 437.)

AMENDMENTS

1952—Act July 7, 1952, deleted “and all debts denled
partleipation In the plan by section 1043 of this title”
preceding “but excluding”.

EFFECTIVE DATE OF 1052 AMENDMENT

Amendment of section effective three months after
July 7, 1952, see note under section 1 of this title,

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to lu section 1062 of this title.

§ 1062, Final decree.

Upon the consummation of a proceeding under
this chapter, as provided either in section 1060 or
section 1061 of this title, the court shall enter a final
decree discharging the trustee, closing the estate and
making such provlsion, by way of injunction or other-
wise, as may be equitable. (July 1, 1898, ch. 541, § 662,
as added June 22, 1938, ch. 575, § 1, 52 Stat. 936.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22 1938,
known as the Chandler Act, see note under section 1 of
this title.

SUBCHAPTER X —DISMISSAL AND
ADJUDICATION

§ 10€6. Procedure upon withdrawal, abandonment, or
failure to accept plan.

It the statement of the executory contracts and
the schedules and statement of affairs, as provided
by paragraph (1) of section 1024 of this title, are not
duly filed, or if a plan is not proposed at the mect-
ing of creditors or within such further time as the
court may fix or if the plan is withdrawn or aban-
doned prior . its acceptance, or if the plan is not
accepted at the meeting of creditors or within such
further time as the court may fix, or if the deposit
required under this chapter and under the plan is
not made or the application for confirmation is
not filed within the time fixed by the court, or if
confirmation of the plan is refused, or if after con-
firmation, a debtor defaults in any of the terms of
the plan, or if the plan terminutes by reason of the
happening of a condition specified in the plan, the
court shall—

(1) where the petition has been filed under sec-
tion 1021 of this title, enter an order dismissing
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the proceeding under this chapter and adjudging
the debtor a bankrupt, if not previously so ad-
judged, and directing that the bankruptcy be pro-
ceeded with pursuant to the provisions of this
title; or
(2) where the petition has been filed under sec-
tion 1022 of this title, enter an order dismissing
the proceeding under this chapter or, with the
consent of the debtor, adjudging him a bankrupt
and directing that bankruptcy be procccded with
pursuant to the provisions of this title.
(July 1, 1898, ch. 541, § 666, as added June 22, 1938,
ch. 575, § 1, 62 Stat. 936, and amended July 7, 1952,
ch. 579, § 63, 66 Stat. 437.)

AMENDMENTS

1952—Act July 7, 1952, inserted "If the statement ¢ ¢ ¢

as the court may fix” in the introductory paragraph.
EFFFCTIVE DATE OF 1952 AMENDMENT

Amendment of sectlon effective thiree months after

July 7, 1952, see note under section 1 of this title.
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

SECTION REFERRED TO IN OTIER SECTIONS

This section s referred to in sections 1067, 1008 of this
title.

§1067. Procedure upon order directing hankruptcy to
be proceeded with,
Upon the entry of an order directing that bank-
ruptcy be proceeded with—

(1) in the case of a petition filed under section
1021 of this title, the bankruptcy proceeding shall
be deemed reinstated and thereafter shall be con-
ducted, so far as possible, as if such petition under
this chapter had not been filed; or

(2) in the case of a petition filed under section
1022 of this title, if an order has been entered
adjudging the debtor a bankrupt, as provided in
paragraph (2) of section 1066 of this title, the
proceeding shall thereafter be conducted, so far
as possible, in the same manner and with like
effect as if a voluntary petition for adjudication
in bankruptcy had been filed and a decree of ad-
judication had been entered on the day when the
petition under this chapter was filed.

(July 1, 1898, ch. 541, § 667, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 936.)
EFFECTIVE DATE AND CONSTRUCTION
Effective date and coastruction of act June 22, 1938,

known ns the Chandler Act, see note under section 1 of
this title.

§ 1068. Exclusive method of adjudication.

Except as provided in section 1066 of this title and
elsewhere in this chapter, a debtor shall not be ad-
judged a bankrupt either in a proceeding under this
chapter or in any proceeding instituted under this
title, during the pendency of a proceeding under this
chapter. (July 1, 1898, ch. 541, § 668, as added June
22, 1938, ch, 575, § 1, 52 Stat. 936.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,

known as the Chandler Act, see note under section 1 of
this title.



Page 2195

8 1069. Proceedings following confirmation of arrange-
ment,

Where, after the confirmation of a plan, the court
shall enter an order directing that bankruptcy be
proceeded with—

(1) the trustee shall, upon his appointment
and qualification, be vested with the title to all
the property of the debtor as of the date of the
entry of the order directing that bankruptcy be
proceeded with;

(2) the unsecured debts incurred by the debtor
after the confirmation of the plan and before the
date of the entry of the final order directing that
bankruptey be proceeded with shall, unless and
except as otherwise provided in the plan or in the
order confirming the plan, share on a parity with
the prior unsecured debts of the same classes,
provable in the ensuing bankruptcy proceeding,
and for such purpose the prior unsecured debts
shall be deemed to be reduced to the amounts re-
spectively provided for them in the plan or in the
order confirming the plan, less any payment made
thercunder; and

(3) the provisions of chapters 1 to 7 f this title
shall, insofar as they are not inconsistent or in
conflict with the provisions of this section, apply
to the rights, duties, and liabilities of the credi-
tors holding debts incurred by the debtor after
the confirmation of the plan and before the date
of the final order directing that bankruptcy be
proceeded with, and of all persons with respect to
the property of the debtor, and, for the purposes
of such application, the date of bankruptcy shall
be taken to be the date of the entry of the order
direeting that banktruptcy be proceeded with.

(July 1, 1898, ch. 541, § 669, as added July 7, 1952,
ch. 579, § 54, 66 Stat. 437.)

EFFECTIVE DATE

Section as effective three months after July 7, 1052,
see note under section 1 of this title.

SUBCHAPTER XI—PLANS, WHEN SET ASIDE
OR MODIFIED

§ 107} Fraud in procuring plan.

If, upon the application of parties in interest filed
at any time within six months after a plan has been
confirmed, it shall be made to appear that fraud was
practiced in the procuring of such plan and that
knowledge of such fraud has come to the petitioners
since the confirmation of such plan—

(1) if the debtor has been guilty of or has par-
ticipated in the fraud or has had knowledge
thereof before the confirmation and has failed
to inform the court of the fraud, the court may
set aside the confirmation and thereupon (a)
where the petition was filed under section 1021
of this title, reinstate the pending bankruptcy
proceeding, adjudge the debtor a bankrupt, if he
has not already been so adjudged, and direct that
the bankrupty ' proceeding be proceeded with, or
(b) where the petition was filed under section
1022 of this title, reinstatc the proceeding, adjudge

! So in original.
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the debtor a bankrupt, and direct that bankruptcy
be proceeded with pursuant to the provisions of
this title; or

(2) the court may set aside the confirmation,
reinstate the proceeding under the petition filed
under this chapter, and hear and determine ap-
plications for leave to propose, within such time
as the court may fix, alterations or modifications
of the plan for the purpose of correcting the fraud;
or

(3) the court may reinstate the proceeding
under the petition filed under this chapter and
modify or alter the plan for the purpose of cor-
reciing the fraud, but may not materially modify
or alter the plan adversely to the interests of any
party who did not participate in the fraud and
who does not consent to such modification or al-
teration, or to the prejudice of any innocent per-
son who, for value, subsequent to the confirination,
acquired rights in reliance upon it.

(July 1, 1898, ch. 541, § 671, as added June 22, 1938,
ch. 575, § 1,52 Stat. 937.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under sectlon 1 of
this title.

PRIOR PROVISIONS

Provislons on this subject were contalned in former
sections 31 and 202 (k) of this title.

SUBCHAPTER XII.—GENERAL PROVISIONS

§ 1076. Suspension of statutes of limitation, ete.

All statutes of limitation affecting claims provable
under this chapter and the running of all periods of
time prescribed by this title in respect to the com-
mission of acts of hankruptcy, the recovery of pref-
erences and the avoidance of liens and transfers
shall be suspended while a procceding under this
chapter is pending and until it is finally dismissed.
(July 1, 1898, ch. 541, § 676, as added June 22, 1938,
ch. 575, § 1, 52 Stat. 937.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, see note under section 1 of
this title.

§ 1077. Notice by mail.

Unless otherwise dirceted by the court, all notices
required by this chapter imay be given by mail to the
parties entitled thereto to their addresses ascertained
in the manner prescribed for other notices in sec-
tion 94 of this title. (July 1, 1898, ch. 541, § 677, as
added June 22, 1938, ch. 5§75, § 1, 52 Stat. 937.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of nct June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

Cross REFERENCES

Notlces generally, sce section 10156 of this title.

§1078. District dircctor of internal revenue and Fed-
cral agencies; notices.

The court shall, in every case instituted under any
provisions of this chapter, mail or cause to be mailed
a copy of the hotice of the first meeting of creditors
to the district director of internal revenue for the
district in which the court is located. Whenever the
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schedules of the debtor, or the list o creditors of the
debtor, or any other papers filed in the case disclose
a debt to the United States acting through any de-
partment, agency, or instrumcntality thereof (ex-
cept for any internal revenue obligation payable to
the Secretary of the Treasury or his delegate), a
notice of the first meeting shall be mailed as well to
the head of such department, agency, or instrumen-
tality. July 1, 1898, ch. 541, § 678, as added June 22,
1938, ch. 575. § 1, 52 Stat. 937, and amended July 12,
1960, Pub. L. 86-631, § 1, 74 Stat. 466.)

AMENDMENTS

1960—Pub. L. 86-631 substituted requirement that a
copy of the first meeting of creditors shall be sent to the
district director of internal revenue for the district in
which the court is located and that whencver the sched-
ules of the debtor or any other papers filed in the case
disclose a debt to the United States acting through any
department, agency, or instrumentaiity thereof (except
for any Internal revenue obligation payable to the Secre-
tary of the Treasury or his delegate), a notice of the first
meeting shall be mailed as wel to the head of such de-
partment, agency or instrumentality, for former require-
ment that petitions, notices, orders, and other papers in
wage earners' plans proceedings be transmitted to the
Secretary of the Treasury.

EFFECTIVE DATE AND CPNSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under sectlon 1 of
this title.

§ 1079, Taxes; income or profit from modification of
indebtedness.

No income or profit, taxable under any law of the
United States or of any State now in force or which
may hereafter be enacted, shall, in respect to the
adjustment of the indebtedness of a debtor in a pro-
ceeding under this chapter, be deemed to have ac-
crued to or to have been realized by a debtor by
reason of a modificaiion in or cancelation in whole
or in part of any such indebtedness in a proceeding
under this chapter: Provided, however, That if it
shall be made to appear that the plan had for one
of its principal purposes the evasion of any income
tax, the exemption provided by this section shall be
disallowed. (July 1, 1898, ch. 541, § 679, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 938.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

CROSS REFERENCES

Applicatlon of tnis section to compositions and exten-
slons confirmed under former section 202 of this title, see
sectlon 1086 of this title.

SEcTION REFERRED TO IN OTHER SECTIONS
This sectlon 1s referred to In section 1086 of thls title.

§ 1080. Same: payment; acceptance of arrangement
by taxing agency.

Any provision in this chapter to the contrary not-
withstanding, all taxes which may be found to he
owing to the United States or any State from a
debtor within one year from the date of the filing
of a petition under this chapter, and have not been
assessed prior to the date of the confirmation of a
plan under this chapter, and all taxes which may
become owing to the United States or any State
from a debtor shall be assessed against, may be col-
lected from, and shall be paid by the debtor: Pro-
vided, however, That the United States or any State
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may in writing accept the provisions of any plan

dealing with the assumption, settlement, or payment

of any such tax. (July 1, 1898, ch. 54), § 680, as

added June 22, 1938, ch. 5§75, § 1, 52 Stat. 938.)
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see note under section 1 of
this title.

SUBCHAPTER XIII--WHEN CHAPTER TAKES
EFFECT

§ 1086. Proceedings to which chapter applies.

(1) On and after the effective date of this amend-
atory Act, this chapter shall apply to debtors and
their creditors, whether their rights, claims, and
interests of any nature whatsoever have heen ac-
quired or created before or after such date;

(2) a petition may be filed under this chapter in
a proceeding in bankruptcy which is pending on the
effective date of this amendatory Act;

(3) the provisions of seetions 201 and 202 of this
title shall continue in full force and effect with
respect to proceedings pending under those scctions
upon the effective date of this amendatory Act;

(4) section 1079 of this title shall apply to com-
positions and extensions confirmed under section
202 of this title before the effective date of this
amendatory Act and to compositions and extensions
which may be confirmed under section 202 of this
title on and after such effective date; and

(5) confirmation of a plan under this chapter
shall not be refused because of a discharge granted
or a composition confimed prior to the effective date
of this amendatory Act. (July 1, 1898, ch. 541,
§ 686, as added June 22, 1938, ch. 575, § 1, 52 Stat.

838.)
CHANDLER ACT; EFFECTIVE DATE
Section 7 of act June 22, 1938, provided: “This amenda-
tory Act shall take effect and be in force on and after
three months from the date of its approval.”
Construction and operation of act Junhe 22, 1938, sce
note under section 1 of thls title.

Chapter 14—MARITIME COMMISSION LIENS

Sec.

1101, United States Maritime Commission as trustee or
receiver; corporations oper. ting vessels to for-
elgn countries,

1102. Continued operation of vessels; payment of oper-
ating loss.

1103. Injunction powers; United States as creditor under

preferrcd ship mortgage.

§ 1101. United States Maritime Commission as trustee
or receiver; corporations operating vessels to
foreign countries.

Notwithstanding any provision of law, in any pro-
ceeding in a bankruptey, equity, or admiralty court
of the United States in which a receiver or trustee
may be appointed for any corporatlon engaged in
the operation of one or more vessels of United States
registry between the United States and any foreign
country, upon which the Uuited States holds mort-
gages, the court upon finding that it will inure to
the advantage of the estate and the parties in in-
terest and that it will tend to further the purposes
of the Merchant Marine Act, 1936, may constitute
and appoint the United States Maritime Commission
as sole trustee or receiver, subject to the directions
and orders of the court, and in any such proceeding
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the appointment of any person other than the Com-
mission as trustee or receiver shall become effective
upon the ratification therecof by the Commission
without a hearing, unless the Commission shall
deem a hearing necessary. In no such proceeding
shall the Commission be constituted as trustee or
recefver without its express consent. (July 1, 1898,
ch. 541, § 701, as added June 22, 1938, ch. 575, § 1,
52 Stat. 938.)
REFFRENCES IN TEXT

The Merchant Marine Act, 1036, referred to In the text,

is contained in chapter 27 of Title 46, Shipping.
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1038,
known as the Chandler Act, sec note under section 1 of
this title.

TRANSFER OF FUNCTIONS

Sectlon 304 of 1961 Reorg. Plan No, 7, effectlve Aug. 12,
1961, 26 F.R. 7315, 756 Stat. 840, set out In the Appendix to
Title 5, Government Organization and Employees, abol-
ished the Federal Maritime Board, Inciuding the offices of
the members of the Board. FPunctions of the Board were
transferred either to the Federal Martlme Commisslon or
to the Secretary of Commerce by sectlons 103 and 202 of
1961 Reorg. Plan No. 7.

The United States Maritime Commission was abolished
by 1960 Reorg. Pian No. 21, eff. May 24, 1950, 16 F, R. 3178,
64 Stat, 1273, set out in the Appendix to Title 5, Govern-
ment Organization and Employees, which transferred part
of its functions and part of the functions of its Chairman
to the Federal Maritime Board and the Chairman thereof,
such Board having been created by that Plan as an
agency within the Department of Commerce with an in-
dependent status in some respects, and transferred the
remainder of such Commission's functlons and the
functions of its Chairman to the Secretary of Com-
merce, with power vested in the Secrctary to authorlze
their performance by the Maritime Administrator, the
head of the Maritime Adminlstration, which likewise was
establlshed by the Plan in the Department of Commerce
with the provisions that the Chairman of sald Federal
Maiitime Board should, ex officlo, be such administrator.

All executive and administrative functions of thie Marl-
time Commission were transferred to the Chairman of
the Maritime Commission by 1940 Reorg. Plan No. 6, eff,
Aug. 20, 1940, 14 F.R. 5228, 63 Stat. 1089 set ont in the
Appendix to Title 5, Government Organlzation and
Employees.

§ 1102. Continued operation of vessels; payment of
operating loss.

If the court, in any such proceeding, is unwilling
to permit the trustee or recelver to operate such ves-
sels in such service pending the termination of such
proceeding, without financial aid from the Govern-
ment, and the Commission certifies to the court that
the continued operation of such vessels is, in the
opinion of the Commission, essential to the forelgn
commerce of the United States and is reasonably
calculated to carry out the purposes and policy of
the Merchant Marine Act, 1936, as amended, the
court may permit the Commission to operate the
vessels subject to the orders of the court and upon
terms decreed by the court sufficlent to protect all
the parties In interest, for the aecount of the trustee
or receiver, directly or through a managing agent or
operator employed by the Commission, if the Com-
mission undertakes to pay ali operating losses result-
ing from such operation, and comply with the terms
imposed by the court, and such vessel shall be con-
sidered to be a vessel of the United States within the
meaning of the Suits in Admiralty Act. The Commis-
sion shall have no claim against the corporation, its
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estate, or its assets for the amount of such payments,
but the Commission may pay such sums for deprecia-
tion as it deems reasonable and such other sums as
the court may deem just. The payment of such
sums, and compliance with other texr: duly imposed
by the court, together with the payment of the oper-
ating losses, shall be in satisfaction of all elaims
agalnst the Commission on account of the operation
of such vessels. (July 1, 1898, ch. 541, § 702, as
added June 22, 1938, ch. 575, § 1, 52 Stat. 939.)

REFERENCES IN TEXT
The Merchant Marine Act, 1936, and the Suits in Ad-
miralty Act, both referred to in the text, are contained
in chapters 27 and 20, respectively, of Title 46, Shipping.

EFFECTIVE DATE AND CONSTRUCTION
Effective dute and construction of act June 22, 1938,

known as the Chandler Act, see note under section 1 of
this title.

TRANSFER OF FUNCTIONS

Section 304 of 1061 Reorg. Plan No, 7, effective Aug. 12,
1061, 26 F.R. 7315, 75 Stat. 840, set out In the Appendlx to
Title 5, Government Organization and Employees, abol-
ished the Federal Maritime Board, Including the offices of
the members of the Board. Functions of the Board were
transferred either to the Federal Maritime Commission or
to the Secretary of Commerce by sections 103 and 202 of
1961 Reorg. Plan No. 7.

The United States Maritime Commlsslon was abol-
ished by 1950 Reorg. No. 21 eff, May 24, 1950, 15 F.R. 3178,
G4 Stat, 1273, set out {n the Appendix to Title 5, Govern-
ment Organization and Employees, which transferred
part of its functions and part of the functions of its
Chalrman to the Federal Maritime Board and the Chalr-
man thereof, such Board having been created by that
Plan as an agency within the Department of Commerce
with an independent status in some respects, and trans-
ferred the remainder of such Commission’s functions and
the functions of its Chalrman to the Secretary of Com-
merce, with power vested in the Secretary to authorize
their performance by the Maritime Administrator, the
head of the Maritime Administration, which llkewise was
establlshed by the Plan in the Department of Comimerce
with the p-ovision that the Chalrman of sald Federal
Maritime Board should, ex officlo, be such administrator.

All exccutive and ndministrative functions of the Mari-
time Commission were transferred to the Chairman of
the Muaritime Commission by 1949 Reorg. Plan No. 6, eff,
Aug. 20, 1949, 14 F. R, 5228, 63 Stat, 1069, set out In the
Appendix to Title 5, Government Organization and Em-
ployees,

§ 1103. Injunction powers; United States as creditor
under preferred ship mortgage.

No injunction powers vested in the courts of bank-
ruptcy under this title shall be construed or be
deemed to affect or apply to the United States as a
creditor under a preferred ship mortgage, as defined
in the Ship Mortgage Act, 1920, as amended, unless
the Commission files with the court a written waiver
of the provisions of this section. (July 1, 1898, ch.
541, § 703, as added June 22, 1938, ch, 575, § 1, 52 Stat.
939.)

REFERENCES IN TEXT

The Ship Mortgage Act, 1020, referred to in the text, is

contained in chapter 26 of Title 46, Shipping,
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
kunown as the Chandler Act, sec note under section 1 of
this title.

TRANSFER OF FUNCTIONS

Section 304 of 1961 Reorg. Plan No. 7, effective Aug. 12,
1961, 26 F.R. 7315, 756 Stat. 840, set out in the Appendix to
Title 5, Government Organization and Employees, abol-
ished the Federal Maritime Board, including the offices of
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the members of the Board. Functions of the Board were
transferred elther to the Federal Maritime Commission or
to the Secretary of Commerce by sections 103 and 202 of
1061 Reorg. Plan No. 7.

The United Stutes Maritime Commisston was abolished
by 1950 Reorg. Plan No. 21, eff. May 24, 1060, 15 F. R. 3178,
684 Stat, 1273, set out in the Appendix to Title 6, Govern-
ment Organjzatton and Employees, which transferred
part of its functions and part of the functions of its
Chalrman to the Federal Maritime Board and the Chalr-
man thereof, such Board having been created by that
Plan as an agency within the Departinent of Commerce
with an Independent status in some respects, and trans-
ferred the remainder of such Commission's functions
and the functions of its Chairman to the Secretary of
Commerce, with power vested In the Secretary to
authorize their performance by the Marltime Adminis-
trator, the head of the Maritime Administration which
likewise was estabiished by the Plan in the Department
of Commerce with the provision that the Chairman of
satd Federnl Maritime Board should, ex officlo, be such
administrator.
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Al executive and administrative functions of the Mari-
time Commission were transferred to the Chairman of
the Marltime Commission by 1949 Reorg. Plun No. 6, eff,
Aug. 20, 1049, 14 F.R, 5228, 63 Stat. 1069, set out in the
Appendix to Title 5, Government Organization and
Employees.

Chapter 15.—RATLROAD ADJUSTMENTS

8§ 1200 to 1255. Jurisdiction; definitions; petitions;
hearings; proceedings; etc.
TERMINATION OF CHAPTER

This chapter, chapter XV of the Bankruptey Act of July
1, 1898, ch. 541, §§ 700—755, as added by uct Oct, 16, 1843,
ch. 610, 56 Stat. 787, terminated by its own provisions on
Nov. 1, 1945, except with respect to proceedings initiated
on or before that date.

A prior chapter 15 of this title, chapter XV of the Bank-
ruptcy Act of July 1, 1898, ch. 641, §§ 700—755, as added by
act July 28, 1939, ch, 393, 53 Stat. 1134, terminated by its
own provistons on July 31, 1840, except with respect to
proceedings initiated on or before that date.



