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HISTORY OF BANKRUPTCY ACTS

This title is composed of the Bankruptcy Act of July
1, 1898, ch. 541, 30 Stat, 544, as amended, sometimes
called the Nelson Act.

Special attention 1s directed to the Chandler Act of
June 22, 1938, ch. 575, 52 Stat. 883, which revised this
title generally and materially amended the provisions
covering corporate reorganizations. See note under
section 1 of this title.

Earlier bankruptcy laws included the following acts:

Apr. 4, 1800, ch. 19, 2 Stat. 19, repealed Dec. 19,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

Aug. 19, 1841, ch. 9, 5 Stat. 440, repealed Mar. 3,
1843, ch. 82,.5 Stat. 614;

Mar. 2, 1867, ch. 176, 14 Stat. 517, the provisions
of which were incorporated in Rev. Stat. Title
LXI, §§4972 to 5132, were materially amended
June 22, 1874, ch. 390, 18 Stat. 178, and were re-
pealed June 7, 1878, ch. 160, 20 Stat. 99.

SHORT TITLE

Congress by act Dec, 20, 1950, ch. 1138, 64 Stat. 1113,
amended act July 1, 1898, to authorize that act July 1,
1898, this title, be popuiarly known as the ‘“Bankrupt-
cy Act”.

COMMISSION ON THE BANKRUPTCY LAWS OF THE
UNITED STATES

Pub. L. 91-354, §§ 1 to 6, July 24, 1970, 84 Stat. 468,
as amended by Pub. L. 92-251, Mar. 17, 1972, 86 Stat.
63; Pub. L. 93-56, § 1, July 1, 1973, 87 Stat. 140, estab-
lished the Commission on the Bankruptcy Laws of the
United States, to study and recommend changes to
this title, which ceased to exist 30 days after the date
of submission of its final report which was required
prior to July 31, 1973.

AVAILABILITY OF APPROPRIATIONS

Pub. L. 93-56, § 2, July 1, 1973, 87 Stat. 140, made the
moneys appropriated for the commission to study the
bankruptcy laws of the United States available until
expended or until the commission ceased to exist.
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CROsSS REFERENCES

Congressional power to establish uniform bankrupt-
cy laws throughout the United States, see Const. Art.
1,§8,cl 4.

FEDERAL RULES OF CiviL PROCEDURE

Application of rules, see rule 81, Title 28, Appendlx,
Judiciary and Judicial Procedure.

TITLE REFERRED TO IN OTHER SECTIONS

This title is referred to in title 15 sections 78eee,
80a-25; title 42 sections 294w, 656.

CHAPTER 1—DEFINITIONS

Sec. .
1. Meaning of words and phrases.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 41, 45, 502,
702, 781, 802, 886, 1002, 1069 of this title; title 15 sec-
tion 78£ff; title 45 sections 701, 791.

§ 1. Meaning of words and phrases .

The words and phrases used in this title and
in proceedings pursuant hereto shall, unless the
same be inconsistent with the context, be con-
strued as follows:

(1) “A person against whom a petition 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 Su-
preme 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 adjudged a bankrupt;

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

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

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

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

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

(8) “Corporation” shall include all bodies
having any of the powers and privileges of
private corporations not possessed by individ-
uals or partnerships and shall include part-
nership associations organized under laws
making the capital subscribed alone responsi-
ble for the debts of the association, joint-
stock companies, unincorporated companies
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and associations, and any business conducted
by a trustee or trustees wherein beneficial in-
terest or ownership is evidenced by certificate
or other written instrument;

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

(9) “Court” shall mean the judge or the ref-
eree of the court of bankruptcy in which the
proceedings are pending;

(10) “Courts of bankruptcy” shall include
the United States district courts and the dis-
trict courts of the Territories and possessions
to which this title is or may hereafter be ap-
plicable;

(11) “Creditor” shall include anyone who
owns a debt, demand, or claim provable in
bankruptcy, and may include his duly autho-
rized agent, attorney, or proxy;

(12) “Date of adjudication” shall mean the
date of the filing of any petition which oper-
ates as an adjudication, or the date of entry
of a decree 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-
ruptcey”’, “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 Adininistrative 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;

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

(17) “Parmer” shall mean an individual per-
sonally engaged in farming or tillage of the
soil, and shall include an individual personal-
ly engaged in dairy farming or in the produc-
tion of poultry, livestock, or poultry or live-
stock 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,
Independence 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 Con-
gress of the United States, or by the Gover-
nor 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, removed, or permitted
to be concealed or removed, with intent to de-
fraud, hinder, or delay his creditors, 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,
receiver, custodian, referee, and trustee, and
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the imposing of a duty upon, or the forbid-
ding 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,
except where otherwise specified, and offi-
cers, partnerships, and women, and when
used with reference to the commission of acts
which are forbidden under this title shall in-
clude persons who are participants in the for-
bidden acts, and the agents, officers, and
members of the board of directors or trustees
or of other similar controlling bodies of cor-
porations;

(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 inean 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 consangumity within the third
degree as determined by the common law and
shall include 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 bank-
rupt’s assets;

(29) “States” shall mclude the Territories
and possessions to which this title is or may
hereafter be applicable, Alaska, and the Dis-
trict of Columbia;

(29a) Statutory lien shall mean a lien aris-
ing solely by force of statute upon specified
circumstances or conditions, but shall not in-
clude any lien provided by or dependent upon
an agreement to give security, whether or not
such lien is also provided by or is also depen-
dent upon statute and whether or not the
agreement or lien is mnade fully effective by
statute.

(30) “Transfer” shall include the sale and
every other and different mode, direct or indi-
rect, of disposing of or of parting with proper-
ty or with an interest therein or with the pos-
session thereof or of fixing a lien upon prop-
erty or upon an interest therein, absolutely or
conditionally, voluntarily or involuntarily, by
or without judicial proceedings, as a convey-
ance, sale, assignment, payment, 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 trust-
ees and “receiver” shall include all of the re-
ceivers of an estate;

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

(33) Words importing the masculine gender
may be applied to and include all persons;
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(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,
1900, 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, 1954, ch. 250, 68
Stat. 168. See section 6103(a) of Title 5, Government
Organization and Employees.

AMENDMENTS

1966—Par. (29a). Pub. L. 89-495 added par. (292).

1959—Par. (2). Pub. L. 86-64, § 1(a), substituted “a
determimation, 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 filing of any petition which operates as an adjudi-
cation within the definition of ‘“date of adjudication”.

1952—Pars. (3), (5a), (7a), (8a), (10), (14a), (24), and
(30). Act July 7, 1952, redefined the terms contained
within said paragraphs.

1946—Pars. (5a), (7a), (8a), and (14a). Act June 28,
1946, added pars. (5a), (7a), (8a), and (14a).

1938—Pars. (1), (6), (), (14), (15), (19) to (21), (26),
(28), (29), (32), and (35), formerly (1), (5), (22), (11),
(12), (15) to (17), (21), (23), (24), (27, and (30), respec-
tively, reenacted without change by act June 22, 1938.

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

Pars. (5), (12), (17), (25), and (27). Act June 22, 1938,
added pars. (5), (12), (1), (25), and (27).

EFFECTIVE DATE OF 1952 AMENDMENT

Section 57 of act July 7, 1952, provided that; ‘“This
amendatory Act [Act July 7, 19521 shall take effect
and be in force on and after three months froin the
date of its approval [July 7, 19521.”

EFFECTIVE DATE OF 1946 AMENDMENT

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

REPEALS, SEPARARILITY OF PROVISIONS

Section 55 of act July 7, 1952, provided that:

“(a) All Acts or parts of Acts inconsistent with any
provisions of this amendatory Act [Act July 7, 1952]
are hereby repealed.

“(b) If any provision of this amendatory Act [Act
July 7, 19521 or the application thereof to any person
or circumstances is held invalid, such invalidity shall
not affect other provisions or applications of this
amendatory Act [Act July 7, 1952] which can be given
effect without the invalid provision or application, and
to this end the provisions of this amendatory Act [Act
July 7, 19521 are declared to be severable.”

EFFECT 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 li-
ability incurred under any Act or Acts of which this
Act [Act July 7, 1952] is amendatory.
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“(b) The provisions of this amendatory Act [Act
July 7, 19521 shall govern proceedings so far as practi-
cable and applicable in cases pending when it takes
effect; but proceedings in cases then pending to which
the provisions of this amendatory Act [Act July 7,
19521 are not applicable shall be disposed of conform-
ably to the provisions of said Act approved July 1,
1898, and the Acts amendatory thereof and supple-
mentary thereto.”

CHANDLER ACT; CONSTRUCTION; EFFECTIVE DATE

Sections 5 to 7 of act June 22, 1938, which act is po-
pularly 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 is held invalid, such inva-
lidity shall not affect other provisions or applications
of this amendatory Act which can be given effect
without the invalid provision or application, and to
this end the provisions of this amendatory Act are de-
clared to be severable.

“b. Sections and subdivision headings shall not be
taken to govern or limit the scope of the sections or
subdivisions to which they relate.

“SEec. 6. EFFECT OF THIS AMENDATORY ACT.—a. Noth-
ing herein contained shall have the effect to release or
extinguish any penalty, forfeiture, or liability incurred
under any Act or Acts of which this Act is amenda-
tory.

‘“b. Except as otherwise provided in this amendatory
Act, the provisions of this amendatory Act shall
govern proceedings so far as practicable in cases pend-
ing when it takes effect; but proceedings in cases then
pending to which the provisions of this amendatory
Act are not applicable shall be disposed of conform-
ably to the provisions of said Act approved July 1,
1898, and the Acts amendatory thereof and supple-
mentary thereto.

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

ADMISSION OF ALASKA AND HAawAIl TO STATEHOOD

Alaska was admitted into the Union on Jan. 3, 1959,
upon the issuance of Proc. No. 3269, Jan. 3, 1959, 24
F.R. 81, 73 Stat. c16, and Hawaii was admitted into the
Union on Aug. 21, 1959, upon the issuance of Proc. No.
3309, Aug. 21, 1959, 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 section 21 of
Title 48, Territories and Insular Possessions. For
Hawaii Statehood Law, see Pub. L. 86-3, Mar. 18, 1959,
73 Stat. 4, set out as a note preceding section 491 of
Title 48.

CROSS REFERENCES

Arrangements, definition of ‘“petltion”, ‘“creditors”,
and “‘debts or claims”, see sections 706 and 707 of this
title.

Composition of indebtedness of local taxing agen-
cies, definition of ‘‘creditor” and ‘“‘petitioner” and sin-
gular number and masculine gender as including
plural and feminine, see section 402 of this title. -

Concealment of bankrupt’s assets, see section 152 of
Title 18, Crimes and Criminal Procedure.

Corporate reorganizations, definition of ‘“claims”,
‘“‘corporation”, ‘“creditor”, “debts”, and “petition” see
section 506 of this title.

Limitations, concealment of bankrupt’s assets, see
section 3284 of Title 18, Crimes and Criminal Proce-
dure.

Railroad reorganizations, definition of “creditors”,
“claims”, “Federal court”, ‘railroad corporation”, and
“person”’, see section 205 of this title.

Real property arrangements by persons other than
corporations, definition of ‘claims’”, ‘‘creditors”,
‘‘debts”, and ‘‘petition”, see section 806 of this title.

Repeals, saving provisions, and effect of catchlines
of act June 28, 1946, see note set out under section 62
of this title.
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Wage earner defined for purposes of chapter 13, see
section 1006 of this title.

SECTION REFERRED TO IN OTHER SECTIONS -
This section is referred to in title 15 section 78eee.

CHAPTER 2—-COURTS OF BANKRUPTCY

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

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 41, 45, 502,
702, 781, 802, 886, 1002, 1069 of this title; title 15 sec-
tion 78£ff.

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

(a) The courts of the United States hereinbe-
fore defined as courts of bankruptcy are hereby
created courts of bankruptcy and are hereby in-
vested, within their respective 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 principal 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 preced-
ing six months than in any other jurisdiction,
or who do not have their principal place of
business, reside, or have their domicile within
the United States, but have property 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-
allow 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 not previously assessed, which has
not prior to bankruptcy been contested
before and adjudicated by a judicial or admin-
istrative tribunal of competent jurisdiction,
and in respect to any tax, whether or not
paid, when any such question has been con-
tested and adjudicated by a judicial or admin-
istrative tribunal of competent jurisdiction
and the time for appeal or review has not ex-
pired, 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 petition and until it is dismissed
or the trustee is qualified; and to authorize
such receiver, upon his application, to pros-
ecute or defend any pending suit or proceed-
ing by or against a bankrupt or to commence
and prosecute any suit or proceeding in
behalf of the estate, before any judicial, legis-
lative, or adininistrative tribunal in any juris-
diction, until the petition is dismissed or the
trustee is qualified: Provided, however, That
the court shall be satisfied that such appoint-

ment or authorization is necessary to preserve
the estate or to prevent loss thereto;

(4) Arraign, try, and punish persons for vio-
Iations 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 ser-
vices, as provided in section 76 of this title;

(6) Bring in and substitute additional per-
sons or parties in proceedings under this title
when necessary for the complete determina-
tion 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 there-
to, 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 em-
powered to compel such spouse to accept a
money satisfaction for such interest; and
where in a controversy arising in a proceeding
under this title an adverse party does not in-
terpose 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 plead-
ing 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, when-
ever it appears that the estates have been
fully administered or, if not fully adminis-
tered, that the parties in interest will not fur-
nish the indemnity necessary for the ex-
penses 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 confirma-
tions of arrangements or wage-earner plans
and reinstate the proceedings and cases;

(10) Consider records, findings, and orders
certified to the judges by referees, and con-
firm, modify, or reverse such findings and
orders, or return such records with instruc-
tions 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 a
lawful orders, by fine or imprisonment or fin
and iinprisonment;

(14) Extradite bankrupts from their respec-
tive districts to other districts;

(15) Make such orders, issue such process,
and enter such judgments, in addition to
those specifically provided for, as may be nec-
essary for the enforcement of the provisions
of this title: Provided, however, That an in-

o=
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junction to restrain a court may be issued by
the judge only;

(16) Punish persons for contempts commit-
ted before referees;

(17) Approve the appointment of trustees
by creditors or appoint trustees when credi-
tors 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 there-
for against the unsuccessful party, against
the successful party for cause, in part against
each of the parties, and against estates, in
proceedings under this title;

(19) Transfer cases to other courts of bank-
ruptcey;

(20) Exercise ancillary jurisdiction over per-
sons or property within their respective terri-
torial limits in aid of a receiver or trustee ap-
pointed in any bankruptcy proceedings pend-
img in any other court of bankruptcy: Pro-
vided, however, That the jurisdiction of the
ancillary court over a bankrupt’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 an-
cillary administration, and transmitting the
property or its proceeds to the court of prima-
ry jurisdiction;

(21) Require receivers or trustees appointed
in proceedings not under this title, assignees
for the benefit of creditors, and agents autho-
rized 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 prop-
erty has not prior thereto been delivered to a
receiver or trustee appointed under this title,
to deliver such property to the debtor or
other person entitled to such property ac-
cording to the provisions of the arrangement
or plan, and in all such cases to account to
the court for the disposition by them of the
property of such bankrupt or debtor: Pro-
vided, however, That such delivery and ac-
counting shall not be required, except in pro-
ceedings under section 205 and chapters 10
and 12 of this title, if the receiver or trustee
was appointed, 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 propriety and reasonable-
ness of all disbursements made out of such
property by such receiver, trustee, assignee,
or agent, either to himself or to others, for
services and expenses under such receiver-
ship, trusteeship, assignment, or agency, and
shall, unless such disbursements have been
approved, 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, assign-
ee, or agent the amount of any disbursement
determined by the court to have been improp-
er or excessive; and
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(22) Exercise, withhold, or suspend the ex-
ercise of jurisdiction, having regard to the
rights or convenience of local creditors and to
all other relevant circumstances, where a
bankrupt has been adjudged bankrupt by a
court of competent jurisdiction without the
United States.

(b) Nothing in this section contained shall be
construed 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. 91-467, § 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 aside discharges and rein-
state the cases”.

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

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

Subd. (a)(22). Pub. L. 87-681, § 2, added subd. (22).

1952—Subd. (a)(1). Act July 7, 1952, § 2(a), added “or
who have been adjudged bankrupts by courts of com-
petent jurisdiction without the United States, and
have property within their jurisdictions, or in any
cases transferred to them pursuant to this Act;”.

Subd. (aXT). Act July 7, 1952, § 2(b), added “and
where in a controversy arising in a proceeding under
this Act an adverse party does not interpose objection
to the summary jurisdiction of the court of bankrupt-
cy, 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;”.

Subd. (a)21). Act July 7, 1952, § 2(¢c), inserted ‘“sec-
tion 205” immediately preceding ‘‘chapters 10 and 12
of this title”.

1938—Subd. (a)(21). Act June 22, 1938, added subd.
(a)21).

Subd. (a), opening paragraph and (1), (3), (4), (7T) to
(10), (13), (15), (17), (18), (20), formerly first paragraph
and clauses thereof, amended by act June 22, 1938.

Subds. (a)(2), (5), (), (11), (12), (14), (16), (19), for-
merly 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-
visions 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 froin the date of its
approval [Oct. 19, 1970] and shall govern proceedings

.in all cases filed after such date.”

EFFECTIVE DATE OF 1966 AMENDMENT

Section 6 of Pub. L. 89-496 provided that: “This Act
[adding subd. (a)}(2A) of this section and amending
sections 35(a)(1) and 104(a)(4) of this title] shall take
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effect on the ninetieth day after the date of its enact-
ment [July 5, 1966].”

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SEPARABILITY OF PROVISIONS

Section 4 of Pub. L. 89-496 provided that: “If any
provision 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 titlel, or the ap-
plication thereof to any person or circumstance is held
invalid, such invalidity shall not affect other provi-
sions of this Act, or other amendments made by it, or
applications thereof which can be given effect without
the invalid provision or application.”

SavinGs CLAUSE; PENDING PROCEEDINGS

Section 5 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 amend-
ing sections 35(a)(1) and 104(a)(4) of this title], shall
operate to release or extinguish any penalty, forfei-
ture, 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
sectionl.

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

CROSS REFERENCES

Jurisdiction and powers of bankruptcy courts in cor-
porate reorganization, railroad reorganization, and ar-
rangement proceedings, see sections 205, 511 to 517,
521, 711 to 716, and 811 to 816 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 76 of this title.

CHAPTER 3—BANKRUPTS

21. Acts of bankruptcy.
22. Who may become bankrupts.
23. Partners.
24. Exemptions of bankrupts.
25. Duties 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, 31. Transferred.
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 41, 45, 502,
702, 781, 802, 886, 1002, 1069 of this title; title 15 sec-
tion 78fff.
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§ 21. Acts of bankruptcy

(a) Acts of bankruptcy by a person shall con-
sist of his having (1) concealed, removed, or
permitted to be concealed 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 suffered a
preferential transfer, as defined in subdivision
(a) of section 96 of this title; or (3) suffered 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 disposi-
tion of such property; or (4) made a general as-
signment for the benefit of his creditors; or (5)
while insolvent or unable to pay his debts as
they mature, procured, permitted, or suffered
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 bankrupt.

(b) A petition may be filed against a person
within four months after the commission of an
act of bankruptcy. Such time with respect to
the third act of bankruptcy shall expire four
months after the date the lien through legal
proceedings or distraint was obtained and, with
respect to the first or fourth act of bankruptcy,
such time shall not expire until four months
after the date when the transfer or assignment
became so far perfected that no bona fide pur-
chaser from the debtor could thereafter have
acquired any rights in the property so trans-
ferred 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. For 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 here-
inabove provided.

(c) It shall be a complete defense to any pro-
ceedings under the first act of bankruptcy to
allege and prove that the party proceeded
against was not insolvent 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 dis-
missed. In such proceedings the burden of prov-
irig solvency shall be on the alleged bankrupt.

(d) Whenever a person against whom a peti-
tion 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 inability 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
insolvency or ability or inability to pay his
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debts as they mature and, in case of his failure
so to do, the burden of proving solvency or abil-
ity to pay his debts as they mature shall rest
upon him.

(July 1, 1898, ch. 541, § 3, 30 Stat. 546; Feb. 5,
1903, ch. 487, § 2, 32 Stat. 797; May 27, 1926, ch.
406, § 3, 44 Stat. 662; June 22, 1938, ch. 575, §1,
52 Stat. 844; July 7, 1952, ch. 579, § 3, 66 Stat.
421.)

AMENDMENTS

1952—Subd. (a), Act July 7, 1952, § 3(a), correlated
the first two acts of bankruptcy as set out in this sub-
division with sections 96, 107, and 110 of this title, and
made a distraint under a landlord’s warrant a legal
proceeding.

Subd. (b). Act July 7, 1952, § 3(b), made for the pur-
pose of the third act of bankruptcy, permitted a peti-
tion to be filed within a four month period from the
date the lien was obtained, and made other clarifying
and conforming changes.

1938—Subds. (a)(1) and (2). Act June 22, 1938, reen-
acted subds. (aX(1) and (2) without change.

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

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

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in title 15 section 78eee.

§ 22. Wbo may become bankrupts

(a) Any person, except a municipal, railroad,
insurance, 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 earner
or farmer, and any moneyed, business, or com-
mercial corporation, except a building and loan
association, a municipal, railroad, insurance, or
banking corporation, owing debts to the
amount of $1,000 or over, may be adjudged an
imvoluntary bankrupt upon default or an im-
partial trial and shall be subject to the provi-
sions and entitled to the benefits of this title.
The bankruptcy of a corporation shall not re-
lease its officers, the members of its board of
directors or trustees or of other similar control-
ling bodies, or its stockholders or members, as
such, from any liability 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 com-
mission 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.)
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AMENDMENTS

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

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

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

1932—Act Feb. 11, 1932, inserted references to build-
ing and loan association.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 706, 806 of this
title.

§ 23. Partners

(a) A partnership, including a limited partner-
ship containing one or more general partners,
during the continuation of the partnership
business or after its dissolution and before the
final settlement thereof, 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 partnership or jointly im behalf of a
partnership and of the general partner or part-
ners filing the same: Provided, however, That
where a petition is filed in behalf of a partner-
ship by less than all of the general partners,
the petition shall allege that the partnership is
insolvent. A petition may be filed separately
against a partnership or jointly against a part-
nership 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 general
partner being administered in the proceeding:
Provided, however, That the creditors of a gen-
eral partner adjudged a bankrupt may, upon
cause shown, be permitted to appoint their sep-
arate trustee for his estate. In other respects,
so far as possible, the partnership estate shall
be administered as herein provided for other es-
tates.

(d) The court of bankruptcy which has juris-
diction of one of the general partners may have
jurisdiction of all the general partners and of
the administration of the partnership and indi-
vidual property.

(e) The trustee or trustees shall keep separate
accounts of the partnership property and of
the property belonging to the individual gener-
al partners.

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

(g) The net proceeds of the partnership prop-
erty shall be appropriated to the payment of
the partnership debts and the net proceeds of
the individual estate of each general partner to
the payment of his individual debts. Should
any surplus remain of the property of any gen-
eral partner after paying his individual debts,
such surplus shall be added to the partnership
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assets and be applied to the payment of the
partnership debts. Should any surplus of the
partnership property remain after paying the
partnership debts, such surplus shall be distrib-
uted 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 distribution 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 indi-

vidual estates, and vice versa, and may marshal

the assets of the partnership estate and individ-
ual estates so as to prevent preferences and
secure the equitable distribution of the proper-
ty of the several estates.

(i) Where all the general partners are ad-
judged 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 adjudged bankrupt, the part-
nership property shall not be administered in
bankruptcy, unless by consent of the general
partner or partners not adjudged bankrupt; but
such general partner or partners not adjudged
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.

(j) The discharge of a partnership shall not
discharge the individual general partners there-
of from the partnership debts. A general part-
ner adjudged a bankrupt either in a joint or
separate proceeding may, pursuant to the pro-
visions of this title, obtain a discharge from
both his partnership and individual debts.

(k) If a limited partnership is adjudged bank-
rupt, any limited partner who is individually
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 benefits 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), (j), and (k). Act June 22, 1938,
added subds. (b), (j), and (k).

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

Subds. (¢), (f), and (h), formerly (b), (e), and (g), re-
spectively, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 24. Exemptions of bankrupts

This title shall not affect the allowance to
bankrupts of the exemptions which are pre-
scribed by the of 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 im-
mediately preceding the filing of the petition,
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or for a longer portion of such six months than
in any other State: Provided, however, That no
such allowance shall be made out of the proper-
ty 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 security only and the prop-
erty recovered is in excess of the amount se-
cured 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

1938—Act June 22, 1938, allowed exemptions pre-
scribed by the laws of the United States, reworded
provision relating to portion of the domiciliary period,
and added the proviso.

EFFECTIVE DATE AND CONSTRUCTION. OF 1938
AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 25. Duties of bankrupts

(a) The bankrupt shall (1) attend at the first
meeting of his creditors, at the hearing upon
objections, if any, to his application for a dis-
charge and at such other times as the court
shall order; (2) comply with all lawful orders of
the court; (3) examine and report to his trustee
concerning the correctness of all proofs of

-claim filed 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 coun-
tries; (6) immediately inform his trustee of any
attempt by his creditors or other persons to
evade the provisions 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 adjudication, if an
involuntary bankrupt, and with his petition, if
a voluntary bankrupt, a schedule of his proper-
ty, 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 claims, showing their residences or
places of business, if known, or if unknown that
fact to be stated, the amount due to or claimed
by each of them, the consideration thereof, the
security held by them, if any, and what claims,
if any, are contingent, unliquidated or disputed;
and a claim for such exemptions as he may be
entitled to; all in triplicate, one copy for the
clerk, one for the referee, and one for the trust-
ee. Provided, however, That the court may for
cause shown grant further time for the filing of
such schedules if, with his petition in a volun-
tary proceeding or with his application to have
such\time extended in an involuntary proceed-
ing, the bankrupt files a list of all such credi-
tors and their addresses; (9) file in triplicate
with the court at least five days prior to the
first meeting of his creditors a statement of his
affairs in such form as may be prescribed by
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the Supreme Court; (10) at the first meeting of
his creditors, at the hearing upon objections, 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 bankruptcy, his dealings with his
creditors and other persons, the amount, kind,
and whereabouts of his property, and, in addi-
tion, all matters which may affect the adminis-
tration and settlement of his estate or the
granting of his discharge; but no testimony, or
any evidence which is directly or indirectly de-
rived from such testimony, given by him shall
be offered in evidence against him in any crimi-
nal proceeding, except such testimony as may
be given by him in the hearing upon objections
to his discharge: Provided, however, That when
the bankrupt is required to attend for examina-
tion, except at the first meeting and at the
hearing upon objections, if any, to his dis-
charge, he shall be paid actual and necessary
traveling expenses for any distance in excess of
one hundred miles from his place of residence
at the date of bankruptcy: And provided fur-
ther, That the court may for cause shown, and
upon such terms and conditions as the court
may impose, permit the bankrupt to be exam-
ined at such place as the court may direct
whether within or without the district in which
the proceedings are pending; and (11) when re-
quired 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 as may be designated, as
of the date of his bankruptcy.

(b) Where the bankrupt is a corporation, its
officers, the members of its board of directors
or trustees or of other similar controlling
bodies, its stockholders or members, 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 II,
§ 207, 84 Stat. 929.)

AMENDMENTS

1970—Subd. (a)(10). Pub. L. 91-452 added “, or any
evidence which is directly or indirectly derived from
such testimony,” following ‘“but no testimony”.

1952—Subd. (a)8). Act July 7, 1952, permitted the
Iist of creditors to contain either their residence or
place of business instead of only their residence as pre-
viously required. )

1938—Subds. (a)9), (11), and (b). Act June 22, 1938,
added subds. (a)(9), (11), and (b).

Subds. (a)(1), (3), (56), (8) and (10) (formerly opening
paragraph (9)), and closing paragraph, amended by act
June 22, 1938.

Subds. (a)(2), (4), (6), and (7), formerly those ciauses
of the opening paragraph, reenacted without change
by act June 22, 1938.

EFFECTIVE DATE OF 1970 AMENDMENT

Effective date of amendment by Pub. L. 91-452, see
section 260 of Pub. L. 91-452, set out as a note under
section 6001 of Title 18, Crimes and Criminal Proce-
dure.
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EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57.0f act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SaviNGs CLAUSE

Amendment by Pub. L. 91-452 not to affect any im-
munity to which any individual is entitled under this
section by reason of any testimony given before the
sixtieth day following Oct. 15, 1970, see section 260 of
Pub. L. 91-452, set out as a note under section 6001 of
Title 18, Crimes and Criminal Procedure.

CROSS REFERENCES

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

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 205 of this title.

§ 26. Death or insanity of hankrupts

The death or insanity of a bankrupt shall not
abate the proceedings, but the same shall be
conducted and concluded in the same manner,
so far as possible, as though he had not died or
become insane: Provided, That in case of death,
the bankrupt’s right to exemption, 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
surviving at his death to the exclusion of his
personal representatives.

(July 1, 1898, ch. 541, § 8, 30 Stat. 549; June 22,
1938, ch. 575, § 1, 52 Stat. 848.)

AMENDMENTS

1938—Act June 22, 1938, substituted proviso for last
sentence relating to widow’s and children’s rights to
dower and allowance fixed by State laws.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 27. Protection of hankrupts

A bankrupt shall be exempt from arrest upon
civil process except in the following cases: (1)
When issued from a court of -bankruptecy for
contempt or disobedience of its lawful orders;
(2) when issued from a State court having juris-
diction, and when served within such State,
upon a debt or claim from which his discharge
in bankruptcy would not be a release, and in
such case he shall be exempt from such arrest
when in attendance upon a court of bankruptecy
or engaged in the performance of a duty im-
posed by this title.

(July 1, 1898, ch. 541, § 9, 30 Stat. 549; June 22,
1938, ch. 575, § 1, 52 Stat. 848.)
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AMENDMENTS

1938—Section, formerly subd. (a), reenacted without
change by act June 22, 1938.

Former subd. (b) reenacted as subd. (a) of section 28
of this title 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 28. Apprehension and extradition of bankrupts

(a) The court may, during the pendency of a
proceeding in bankruptcy, upon application of
the receiver, trustee, or a creditor and upon sat-
isfactory proof by affidavit that the examina-
tion of such bankrupt 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-hds his principal place of business
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
subpena or order to attend for examination, he
has willfully disobeyed the same, issue to the
marshal a warrant directing him to bring such
bankrupt forthwith before the court for exami-
nation. If, upon hearing the evidence of the
parties, it shall appear to the court that the al-
legations are true and that it is necessary, the
court shall fix bail conditioned for his appear-
ance for examination, froin time to time not ex-
ceeding in all ten days, as required by the court,
and for his obedience to all lawful orders made
im reference thereto. ~

(b) Whenever any warrant for the apprehen-
sion 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 extradited from one district to another.

(c) Where the bankrupt is a corporation,
“bankrupt” for the purposes of this section
shall include its officers and the members of its
board of directors or trustees or of other simi-
lar 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 entire section, amended by
act June 22, 1938.

Subd. (¢) added 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Extradition, see section 3181 et seq. of Title 18,
Crimes and Criminal Procedure.
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§ 29. Suits by and against bankrupts

(a) A suit 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 dis-
missal of the petition; if such person is ad-
judged bankrupt, such action may be further
stayed until the question of his discharge is de-
termined 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 corpo-
ration, by its failure to file an application for a
discharge within the time prescribed under this
title: Provided, however, 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
bankruptey, such person has been granted a
discharge, or has had a composition confirmed,
or has had an arrangement by way of composi-
tion confirmed, or has had a wage earner’s plan
by way of composition confirmed.

(b) The court may order the receiver or trust-
ee to enter his appearance and defend any
pending suit against the bankrupt.

(c) A receiver or trustee nay, with the ap-
proval of the court, be permitted to prosecute
as receiver or trustee any suit commenced by
the bankrupt prior to the adjudication, with
like force and effect as though it had been com-
menced by him.

(d) Suits 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 subsequent to the date of adjudication or
within such further period of time as the Fed-
eral or State law may permit, institute proceed-
ings in behalf of the estate upon any claim
against which the period of limitation fixed by
Federal or State law had not expired at the
time of the filing of the petition in bankruptcy.
Where, by any agreement, a period of limita-
tion 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,
judicial or otherwise, a period of limitation is
fixed, either in such proceeding or by applica-
ble Federal or State law, for taking any action,
filing any claim or pleading, or doing any act,
and where in any such case such period had not
expired at the date of the filing of the petition
in bankruptcy, the receiver or trustee of the
bankrupt may, for the benefit of the estate,
take any such action or do any such act, re-
quired of or permitted to the bankrupt, within
a period of sixty days subsequent to the date of
adjudication or within such further period 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 of limitations
of the United States or of any State, affecting
the debts of a bankrupt provable under this
title, shall be suspended during the period from
the date of the filing of the petition in bank-
ruptcy (1) until the expiration of thirty days
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after the date of the entry of an order denying
his discharge; or (2) if he has waived or lost his
right to a discharge, then until the expiration
of thirty days after the filing of such waiver or
loss of such right or, in the case of a corpora-
tion, if no application for a discharge is filed
within the period of six months after the adju-
dication, then until the expiration of thirty
days after the end of such period; or (3) until
thirty days after the dismissal of the bankrupt-
cy 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, 1952, deleted the proviso
“has been adjudicated a bankrupt or” following “such
person”.

1938—Subds. (a) to (d) amended by act June 22,
1938. .

Subds. (e), (f) added by act of June 22, 1938.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out asa 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 205, 516, 714,
814, 1014 of this title.

§§ 30, 31. Transferred

CODIFICATION

Section 30, acts July 1, 1898, ch. 541, § 12, 30 Stat.
549; June 25, 1910, ch. 412, §5, 36 Stat. 839; May 217,
1926, ch. 406, § 5, 44 Stat. 663, and sections 31, 201, 202,
206, and 207 of this title were amended and incorpo-
rated as chapters 10, 11, 12, 13, and 14 of this title, by
act June 22, 1938, ch. 575, § 1, 52 Stat. 840 (Chandler
Act).

Subject matter of the various subdivisions compris-
ing section 30 was distributed by said act June 22,
1938, as follows:

Section 30, subdivisions: Present sections
a... 721, 725, 735, 736, 813, 821, 825, 826, 834, 836, 906,

1024, 1025, and 1033.
...... 762, 866, 868, and 1052.
737(3), 837(3) and 1033.
... 161, 766, 867, and 1056.
767, 776, 881, 882, and 1066.

Section 31, 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 14, by act June 22, 1938, ch. 575, § 1, 52 Stat. 840
(Chandler Act). Subject matter of section 31 is now
contained in sections 786, 911, and 1071 of this title.

Qoo

SAVINGS CLAUSE
Continuance of section 30 in force with respect to
certain proceedings, see section 799 of this title.

§ 32. Discharges, when granted

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

(bX1) The court shall inake an order fixing a
time for the filing of objections to the bank-
rupt’s discharge and a tiine for the filing of ap-
plications pursuant 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 meeting of creditors.
Notice of such order shall be given to all parties
in interest as provided in section 94(b) of this
title. The Court may, upon its own motion or,
for cause shown, upon motion of any party in
interest, extend the time or times for filing
such objections or applications.

(2) Upon the expiration of the time fixed in
the order for filing objections or of any exten-
sion of such time granted by the court, the
court shall discharge the bankrupt if no objec-
tion has been filed and if the filing fees re-
quired 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 opposition to the
discharge, by the trustee, 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.

(c) The court shall grant the discharge unless
satisfied that the bankrupt has (1) committed
an offense punishable by imprisonment as pro-
vided under section 152 of title 18; or (2) de-
stroyed, mutilated, 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 execu-
tive of a corporation, obtained for such business
money or property on credit or as an extension
or renewal of credit by inaking or publishing or
causing to be made or published in any manner
whatsoever a materially false statement in writ-
ing respecting his financial condition or the fi-
nancial condition of such partnership or corpo-
ration; or (4) at any time subsequent to the
first day of the twelve months immediately pre-
ceding the filing of the petition in bankruptcy,
transferred, removed, destroyed, or concealed,
or permitted to be removed, destroyed, or con-
cealed, 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 arrange-
ment by 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 refused to obey any lawful
order of, or to answer any material question ap-
proved by, the court; or (7) has failed to explain
satisfactorily any losses of assets 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
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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 bankrupt 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 bankruptcy proceeding is pending,
or such other attorney as the Attorney General
may designate, shall examine into the acts and
conduct of the bankrupt and, if satisfied that
probable grounds exist for the denial of the dis-
charge 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 discharge, or having appeared refuses to
submit himself to examination, or if the court
finds after hearing upon notice that the bank-
rupt 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 shall 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
null and void as a determination of the per-
sonal liability of the bankrupt with respect to
any of the following: (a) debts not excepted
from the discharge under subdivision (a) of
section 35 of this title; (b) debts discharged
under paragraph (2) of subdivision (c) of sec-
tion 35 of this title; and (c¢) debts determined
to be discharged under paragraph (3) of sub-
division (c) of section 35 of this title; and

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

(g) An order of discharge which has becoine
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 dis-
trict where registered and may be enforced in
like manner.

(h) Within forty-five days after the order of
discharge becomes final the court shall give
notice of the entry thereof to all parties in in-
terest 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 debts, if any,
as .to which applications to determine dischar-
geability are pending, and those contents of the
order of discharge required by subdivision (f) of
this section.

(July 1, 1898, ch. 541, § 14, 30 Stat. 550; Feb. 5,
1903, ch. 487, § 4, 32 Stat. 797; June 25, 1910, 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;
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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. 91-4617, §§ 2, 3, 84 Stat. 990, 991.)

AMENDMENTS

1970—Subd. (b). Pub. L. 91-467 § 2, split up existing
provisions into pars. (1) and (2), and in pars. (1) and
(2) as so designated, required the court to make orders
fixing time for filing applications under section 35(c)
of this title in addition to making orders fixing time
for filing objections to the bankrupt’s discharge, laid
down a maximum time limit of 90 days after the first
date set for the first meeting of creditors and struck
out the limitation on the court’s power that the time
may be extended only for the purpose of the examina-
tion of the bankrupt.

Subds. (f) to (h). Pub. L. 91-467, § 3, added subds. (f)
to (h).

1965—Subd. (b). Pub. L. 89-166 deleted the payment
of filing fees as a prerequisite to the making of an
order fixing a time for the filing of objections and
made the payment of the filing fees a prerequisite to
discharge.

Subd. (¢). Pub. L. 89-166 added clause (8).

1960—Subd. (c)(3). Pub. L. 86-621 limited the use of
false financial statements as a bar to discharge of
bankrupts who furnished such false statements while
engaged in business as a sole proprietor, partnership,
or an executive of a corporation.

1957—Subd. (b). Pub. L. 85-275 substituted provi-
sions requiring (1) the court, upon payment of re-
quired filing fees, to fix time for filing of objections to
bankrupt’s discharge, not less than thirty days after
first date set for first meeting of creditors and (2)
notice thereof to all parties in interest and permitting
extension of time for filing objections, for provisions
requiring (1) the court, after the bankrupt has been
examined, either at first meeting of creditors or at
Ineeting specially fixed for that purpose, to fix time
for filing of objections to bankrupt’s discharge; and (2)
notice thereof to all parties in interest.

1952—Subd. (¢X5). Act July 7, 1952, § 6(a), made the
six year period within which objection can be made to
a discharge in a bankruptcy proceeding run from the
date of the commencement of the prior proceeding
rather than the date of the discharge or its equivalent.

Subd. (e). Act July 7, 1952, § 6(b), substituted “hear-
ing upon the objection to his application for a dis-
charge,” in lieu of “hearing upon his application for a
discharge”.

1949—Subd. (c)(1). Act May 24, 1949, substituted
‘“section 152 of title 18” for “this Act”.

1938—Subd. (a) added by act June 22, 1938.

Subds. (b) and (¢), formerly subd. (b), were relet-
tered (b) and amended generally by act June 22, 1938.
Former subd. (¢), which related to effect of a confir-
mation of a composition as a discharge of bankrupt,
was olnitted from this section by act June 22, 1938.

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

EFFECTIVE DATE OF 1970 AMENDMENT

For effective date of amendment by Pub. L. 91-467,
see section 10 of Pub. L. 91-467, set out as a note
under section 11 of this title.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.
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CRroSS REFERENCES

Adjudications, see section 41 of this title.

Arrangements, see section 701 et seq. of this title.

Concealment of assets; false oaths and claims; brib-
ing, see section 152 of Title 18, Crimes and Criminal
Procedure.

Debts not affected by discharge, see section 35 of
this title.

Definitions of ‘“Adjudication”, “Bankrupt’, ‘“Credi-
tor”, and “Discharge”, see section 1 of this title.

Duty of bankrupt to answer questions generally, see
sectlons 25 and 44 of this title.

Duty of bankrupt to comply with lawful orders, see
section 25 of this title.

Jurisdiction of referee to grant discharge, see sectlon
66 of this title. :

Meeting of creditors, see section 91 of this title.

Notices to creditors for filing objections to dis-
charge, see section 94 of this title.

Refusal to obey lawful orders or to appear and tes-
tify, as contempt, see section 69 of this title.

Release of directors and stockholders from liability
by discharge of corporation, see section 22 of this title.

Revocation of discharges, see sectlon 33 of this title.

Trustee’s duty to oppose discharges when advisable
to do so, see section 75 of this title.

Wage earners’ plans, see section 1001 et seq. of this
title.

FEDERAL RULES OF CIviL PROCEDURE

Discharge in bankruptcy as affirmative defense, see
rule 8, Title 28, Appendix, Judiciary and Judicial Pro-
cedure. .

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 35 of this title.

§ 33. Discharges, when revoked

The court may revoke a discharge upon the
application 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 dis-
charge 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 bank-
rupt, before or after discharge, received or
became entitled to receive property of any kind
which is or which became a part of the bank-
rupt estate and that he knowingly and fraudu-
lently failed to report or to deliver such proper-
ty to the trustee; or (3) that the bankrupt
during the pendency of the proceeding refused
to obey any lawful order of, or to answer any
material question approved by, the court. The
application to revoke for such refusal may be
filed at any time during the pendency of the
proceeding or within one year after the dis-
charge 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. 91-467 designated as cl. (1) the exist-
ing enumeration of parties who can apply for the revo-
cation of the discharge and added cls. (2) and (3).

1938—Act June 22, 1938, substituted ‘“court” for
“judge” and deleted “upon a trial” after “revoke it”.
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EFFECTIVE DATE OF 1970 AMENDMENT
Effective date of amendment by Pub. L. 91-467, see

section 10 of Pub. L. 91-467, set out as a note under
section 11 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES
Discharges, when granted, see section 32 of this title.

FEDERAL RULES OF CIVIL PROCEDURE

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

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

The liability of a person who is a co-debtor
with, or guarantor or in any manner a surety
for, a bankrupt shall not be altered by the dis-
charge of such bankrupt.

(July 1, 1898, ch. 541, § 16, 36 Stat. 550.)

CRroSs REFERENCES

Action to proceed against bankrupt to save rights
against sureties, see section 29 of this title.

Bankruptcy of partnerships and partners, see sec-
tion 23 of this title.

Effect of discharge of corporations on liability of of-
ficers and stockholders, see section 22 of this title.

FEDERAL RULES OF CiviL PROCEDURE

Discharge in bankruptcy as affirmative defense, see
rule 8, Title 28, Appendix, Judiciary and Judicial Pro-
cedure.

§ 35. Dischargeability of dehts

(a) Dehts not affected by discharge
A discharge in bankruptcy shall release a
bankrupt from all of his provable debts, wheth-
er allowable 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 bank-
ruptey 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 as-
sessed within one year preceding bankruptcy
in any case in which the bankrupt failed to
make a return required by law, (¢) which were
not reported on a return made by the bank-
rupt and which were not assessed prior to
bankruptcy by reason of a prohibition on as-
sessment pending the exhaustion of adminis-
trative or judicial remedies available to the
bankrupt, (d) with respect to which the bank-
rupt made a false or fraudulent return, or
willfully attempted in any manner to evade or
defeat, or (e) which the bankrupt has collect-
ed or withheld from others as required by the
laws of the United States or any State or po-
litical subdivision thereof, but has not paid
over; but a discharge shall not be a bar to any
remedies available under applicable law to
the United States or to any State or any sub-
division thereof, against the exemption of the
bankrupt allowed by law and duly set apart to
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him under this title: And provided further,
That a discharge in bankruptcy shall not re-
lease or affect any tax lien;

(2) are liabilities for obtaining money or
property by false pretenses or false represen-
tations, or for obtaining money or property
on credit or obtaining an extension or renew-
al of credit in reliance upon a materially false
statement in writing 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 mali-
cious conversion of the property 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, embezzle-
ment, misappropriation, or defalcation while
acting as an officer or in any fiduciary capac-
ity,

(5) are for wages and commissions to the
extent they are entitled to priority under sub-
division (a) of section 104 of this title;

(6) are due for moneys of an employee re-
ceived or retained by his employer to secure
the faithful performance by such employee of
the terms of a contract of employment;

(7) are for alimony due or to become due, or
for maintenance or support of wife or child,
or for seduction of an unmarried female or
for breach of promise of marriage accompa-
nied by seduction, or for criminal conversa-
tion; or

(8) are liabilities for willful and malicious
injuries 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 shall not
bar the release by discharge in a subsequent
proceeding under the title of debts that were
dischargeable under subdivision (a) of this sec-
tion in the prior proceeding: (1) discharge was
denied in the prior proceeding solely under
clause (5) or clause (8) of subdivision (c¢) of sec-
tion 32 of this title; (2) the prior proceeding was
dismissed without prejudice for failure to pay
filing fees or to secure costs. If a bankrupt or
debtor fails to obtain a discharge in a proceed-
ing 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(c) of this title other than clause (5) or clause
(8) thereof, the debts provable in such proceed-
ing shall not be released by a discharge granted
in any subsequent proceeding under this title. A
debt not released by a discharge in a proceeding
under this title by reason of clause (3) of subdi-
vision (a) of this section may nevertheless be
dischargeable in a subsequent bankruptcy pro-
ceeding.

(¢) Procedure

(1) The bankrupt or any creditor mnay file an
application with the court for the determina-
tion of the dischargeability of any debt.

(2) A creditor who contends that his debt is
not discharged under clause (2), (4), or (8) of
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subdivision (a) of this section must file an ap-
plication for a determination of dischargeabi-
lity within the time fixed by the court pursuant
to paragraph (1) of subdivision (b) of section 32
of this title and, unless an application is timely
filed, the debt shall be discharged. Notwith-
standing the preceding sentence, no application
need be filed for a debt excepted by clause (8) if
a right to trial by jury exists and any party to a
pending action on such debt has timely de-
manded 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
determine 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 determina-
tion that any debt is dischargeable and, if any
debt is determined to be nondischargeable,
shall determine the remaining issues, render
judgment, and make all orders necessary for
the enforcement thereof. A creditor who files
such application does not submit himself to the
jurisdiction of the court for any purposes 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 dischargeability
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
purpose of obtaining the orders and judgments
authorized by this subdivision, no additional
filing 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.
3564; June 22, 1938, ch. 575, § 1, 52 Stat. 851; Juiy
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. 91-467, §§ 5-7, 84 Stat. 992.)

AMENDMENTS

1970—Subd. (a)2). Pub. L. 91-467, §5, substituted
‘“malicious conversion of the property of another” for
“malicious injuries to the person or property of an-
other, or for alimony due or to become due, or for
maintenance or support of wife or child, or for seduc-
tion of an unmarried female, or for breach of promise
of marriage accompanied by seduction, or for criminal
conversation” in the list of liabilities.

Subd. (a)5). Pub. L. 91467, § 5, substituted “are for
wages and commissions to the extent they are entitled
to priority under subdivision (a) of section 104 of this
title;” for “are for wages which have been earned
within three months before the date of commence-
ment of the proceedings in bankruptcy due to work-
men, servants, clerks, or traveling or city salesmen, on
salary or commission basis, whole or part time, wheth-
er or not selling exclusively for the bankrupt; or”.

Subd. (a)(6). Pub. L. 91-467, § 5, substituted a semico-
lon for a period at the end of cl. (6).

Subd. (a)(7). Pub. L. 91-467, § 6, added subd. (aX7).

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

Subds. (b), (¢). Pub. L. 91-467, § 7, added subds. (b),
(c). :
1966—Subd. (a)(1). Pub. L. 89-496 made discharge-
able in bankruptcy debts for taxes which became le-
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gally due and owing more than three years preceding
bankruptcy, provided certain exceptions to such a dis-
charge for failure to make returns, omissions from re-
turns, faise or fraudulent returns, and nonpayment of
taxes collected or withheld from others, and provided
that discharge shall not bar any remedies available
against the exemption of the bankrupt allowed by law
or affect tax liens.

1960—Pub. L. 86-621 inserted the prohibition against
discharge in bankruptcy from debts which are liabil-
ities for obtaining money or property on credit or ob-
taining an extension or a renewal of credit by furnish-
ing false financial statements in clause (2).

1938—Opening clause. Act June 22, 1938, inserted
“whether allowabie in fuil or in part” after ‘“provabie
debts”.

Clause (1). Act June 22, 1938, substituted “or any
State” for ‘‘the State” and deleted “in which he re-
sides” after “municipality’’.

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 by act June 22, 1938,
which among other changes inserted ‘“on salary or
commission basis, whole or part time, whether or not
selling exclusively for the bankrupt” after “traveling
or city salesmen”.

EFFECTIVE DATE OF 1970 AMENDMENT

Effective date of amendment by Pub. L. 91-467, see
section 10 of Pub. L. 91-467, set out as a note under
section 11 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Debts which may be proved, see section 103 of this
title.
Discharge, when granted, see section 32 of this titie.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 32, 94, 771, 876,
1060, 1061 of this title; title 26 section 7430.

CHAPTER 4—COURTS AND PROCEDURE

THEREIN
Sec.
41. Process; pleadings; and adjudications.
42. Jury triais.
43. QOaths; affirmations.
44. Evidence.
45. Reference of petitions.
46. Jurisdiction of controversies between receiv-
ers and trustees and adverse ciaimants.
47. Jurisdiction of appellate courts.
48. Practice on appeals.
49. Arbitration of controversies.
50. Compromises.
51, Designation of newspapers,
52, 53 Repealed.
54. Computation of time.
55. Transfer of cases.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 41, 45, 502,
702, 781, 802, 886, 1002, 1069 of this title; title 15 sec-
tion 78fff.

§ 41. Process; pleadings; and adjudications

(a) Upon the filing of a petition for involun-
tary bankruptcy, service thereof, with a writ of
subpena, shall be made upon the person therein
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named as defendant. Upon the filing of a volun-
tary petition in behalf of a partnership by less
than all of the general partners, service there-
of, with a writ of subpena, 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
shall, 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 service of summons is
had upon the commencement of a civil action
in the courts of the United States; but in case
personal service cannot be made within the
time allowed, then notice shall be given by pub-
lication in the same manner as provided by law
for notice by publication in suits to enforce a
legal or equitable lien in courts of the United
States, except that, unless the court shall oth-
erwise direct, the order shall be published only
once and the return day shall be five days after
such publication.

(b) The bankrupt and, in the case of a peti-
tion against a partnership, any general partner
or, in the case of a petition in behalf of a part-
nership, any general partner not joining there-
in, 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 involun-
tary bankruptcy shall be verified under oath.

(d) If a party entitled to appear and plead
shall appear, within the time limited, and con-
trovert the facts alleged in the petition, the
court shall determine, 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 ad-
judication 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 practica-
ble, make the adjudication or dismiss the peti-
tion.

(f) The filing of a voluntary petition under
chapters 1 to 7 of this title, other than a peti-
tion filed in behalf of a partnership by less
than all of the partners, shall operate as an ad-
judication 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; July 7, 1952, ch. 579, § 7, 66
Stat. 423; June 23, 1959, Pub. L. 86-64, §2, 73
Stat. 109; Sept. 21, 1959, Pub. L. 86-293, 73 Stat.
5T71.)

AMENDMENTS

1959-—Subd. (¢). Pub. L. 86-293 substituted “Peti-
tions for both voluntary and involuntary bankruptcy”
for the words “All pleadings setting up matters of
fact”.

Subd. (f). Pub. L. 86-64, § 2(b), redesignated former.
subd. (g) as (f), and substituted provisions requiring
the filing of a voluntary petition under chapters 1 to 7
of this title, other than a petition filed 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 adjudica-
tion or dismiss the petition, and eliminated provisions
which required the clerk to refer the case to a referee
if at the time of the filing of the petition the judge is
absent from the district or division in which the peti-
tion was filed. Former subd. (f), which related to refer-
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ral of cases by the clerk when the judge was absent
was repealed by Pub. L. 86-64, § 2(a).

Subd. (g). Pub. L. 86-64, § 2(b), redesignated former
subd. (g) as (f).

1952—Subd. (a). Act July 7, 1952, amended subsec.
(a) to conform to the Federal Rules of Civil Procedure.

1938—Subd. (a). Act June 22, 1938, among other
changes, provided for service of subpoena upon a part-
ner or partners not parties to the filing of a partner-
ship petition; reduced from fifteen to ten days the
return date in cases of personal service and from ten
to five days the return date in cases of notice by publi-
cation.

Subd. (b). Act June 22, 1938, substituted ‘“and, in the
case of a petition against a partnership, any general
partner or, in the case of a petition in behalf of a part-
nership. any general partner not joining therein” for
“or any creditor” after ‘“‘bankrupt’.

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

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

Subd. (e). Act June 22, 1938, substituted “is” for
“gre” after “none”, “court” for ‘“judge” and omitted
“by the bankrupt or any of his creditors” after “filed”,
and “if present” 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 behalf of a partnership by less than
all of the partners” after “voluntary petition”.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Definitions of “Adjudication”, “Bankrupt’’, “Court”,
“Creditor”, and “Petition”, see section 1 of this title.
Designation of newspapers, see section 51 of this
title.
Domicile, residence, or place of business of bankrupt
as affecting jurisdiction, see section 11 of this title.
Jurisdiction and power to issue process, see section
11 of this title.
Jury trial, see section 42 of this title.
Petition in corporate reorganization proceedings, see
section 526 et seq. of this title.
Reference of petitions, see section 45 of this title.
Who may—
Become bankrupt, see section 22 of this title.
File and dismiss petitions, see section 95 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 533 of this title.

§ 42. Jury trials

{a) A person against whom an involuntary pe-
tition has been filed shall be entitled to have a
trial by jury in respect to the question of his in-
solvency, except as herein otherwise provided,
and of any act of bankruptcy alleged in such
petition to have been committed, upon filing a
written application therefor at or before the
time within which an answer may be filed. If
such application is not filed within such time, a
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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
controversy 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 relation 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—Subds. (a) and (b) reenacted without change
by act June 22, 1938.

Subd. (¢). Act June 22, 1938, inserted “to a jury”
after “submit’”.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
MENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CRrOSs REFERENCES

Acts of bankruptcy, see section 21 of this title.
Insolvency defined, see section 1 of this title.

FEDERAL RULES OF CIviL PROCEDURE

Jury trial in civil actions, see rules 38 and 39, Title
28, Appendix, Judiciary and Judicial Procedure.

§ 43. Oaths; affirmations

(a) Oaths required by this title, except upon
hearing before a judge, may be administered by
(1) referees; (2) officers authorized to adminis-
ter 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 conscientiously opposed to
taking an oath may, in lieu thereof, affirm. Any
person who shall affirm falsely shall be pun-
ished as for the making of a false oath.

(July 1, 1898, ch. 541, § 20, 30 Stat. 551; June 22,
1938, ch. 575, § 1, 52 Stat. 852.)

AMENDMENTS

1938—Subd. (a). Act June 22, 1938, substituted
“hearing before a judge” for ‘‘hearings in court”.

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

EFFECTIVE DATE AND CONSTRUCTION OF 1938

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CRrOSS REFERENCES

Consular officer authorized to administer oath or af-
firmation, see section 1195 of Title 22, Forelgn Rela-
tions and Intercourse.

False oaths and claim in bankruptcy proceedings,
see section 152 of Title 18, Crimes and Criminal Proce-
dure.

Perjury generally, see section 1621 of Title 18,
Crimes and Criminal Procedure.
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Persons authorized to administer oaths, see section
2903 of Title 5, Government Organization and Em-
ployees.

Proof of claim under oath, see section 93 of this
title.

§ 44. Evidence

(a) The court may, upon application of any
officer, bankrupt, or creditor, by order require
any designated persons, including the bankrupt
and his or her spouse, to appear before the
court or before the judge of any State court, to
be examined concerning the acts, conduct, or
property of a bankrupt: Provided, That the
spouse may be examined only touching busi-
ness 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 notwithstanding.

(b) Except as herein otherwise provided, the
right to take depositions in proceedings under
this title shall be determined and enjoyed ac-
cording to the laws of the United States now in
force, or such as may be hereafter enacted, re-
lating to the taking 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
referee, or of papers, when issued by the clerk,
referee, or an employee of the referee designat-
ed by his order, which shall be filed in the
office of the clerk, shall be admitted as evi-

- dence with like force and effect as certified

copies of the records of district courts of the
United States are now or may hereafter be ad-
mitted 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 decree en-
tered in a proceeding under this title shall be
evidence of the jurisdiction of the court, the
regularity of the proceedings, the fact that the
order or decree was made, and the contents
thereof, and, if recorded, shall impart the same
notice that a deed or other instrument affect-
ing property, if recorded, would impart.

(g) A certified copy of the petition with the
schedules 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 bankrupt, trustee, re-
ceiver, 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 whose laws authorize
such recording, the commencement of a pro-
ceeding under this title shall not be construc-
tive notice to or affect the title of any subse-
quent bona-fide purchaser or lienor of real
property in such county for a present fair
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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 never-
theless have a lien upon such property, but
only to the extent of the consideration actually
given by him. The exercise by any court of the
United States or of any State of jurisdiction to
authorize or effect a judicial sale of real proper-
ty of the bankrupt within any county in any
State whose laws authorize the recording afore-
said shall not be impaired by the pendency of
such proceeding unless such copy be recorded
in such county, as aforesaid, prior to the con-
summation of such judicial sale: Provided, how-
ever, That this subdivision shall not apply to
the county in which is kept the record 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 of title to the property dealt with by the
arrangement 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 instrument of
transfer from the trustee to the debtor or to
such person if recorded would impart.

(i) A communication by a creditor, by the re-
ceiver or the trustee of a bankrupt, by the at-
torney for any of them, or by the referee to a
creditor, to the receiver or trustee of the bank-
rupt, to the attorney for any of them, to the
referee or to the bankrupt or his attorney, ut-
tered in good faith and with reasonable
grounds for belief in its truth, concerning the
conduct, acts, or property of the bankrupt,
shall be privileged and the creditor, receiver,
trustee, attorney, 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 appear that the interest of a witness is ad-
verse 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.

(k) In all proceedings under this title, the par-
ties in interest shall be entitled to all rights and
remedies granted by the Rules of Civil Proce-
dure for the United States Diucrict Courts es-
tablished from time to time by the Supreme
Court pertaining to discovery, interrogatories,
inspection and production of documents, and to
the admission of execution and genuineness of
instruments: Provided, however, That the limi-
tations of time therein prescribed may be short-
ened by the court to expedite hearings.

(1) In any proceeding under this title against
a bankrupt for an accounting by him for his
property or the disposition thereof, or to
compel a turn-over of property by him, if his
books, records, and accounts shall fail to dis-
close the cost to him of such property sold by
him during any period under consideration, it
shall be presumed, until the contrary shall
appear, that such property was sold at a price
not less than the cost thereof to him.

(July 1, 1898, ch. 541, § 21,30 Stat. 552; Feb. 5,

1903, ch. 487, § 7, 32 Stat. 798; May 27, 1926, ch.
406, § 7, 44 Stat. 664; June 22, 1938, ch. 575, §1,
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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 inserted “or an em-
ployee of the referee designated by his order, which
shall be filed in the office of the clerk” preceding
“shall be admitted as evidence’.

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

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

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

Subd. (¢) amended generally by act June 22, 1938,
which among other changes, omitted provision relat-
ing to depositions taken in opposition to a discharge.

Subd. (e). Act June 22, 1938, substituted “his ap-
pointment and qualification”, for provisions relating
to vesting of title in the trustee and imparting of
notice if the copy is recorded.

Subd. (f) amended generally by act June 22, 1938.

Subd. (g) added by act June 22, 1938. Former subd.
(g) redesignated (h).

Subd. (h), formerly (g), amended generally by act
June 22, 1938, which, among other changes, substitut-
ed “an arrangement and wage-earner plan” for “com-
position”. Former subd. (h) redesignated (i).

Subd. (i), formerly (h), redesignated (i) by act June
22, 1938.

Subds. (j) to (1) added by act June 22, 1938.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Contempt, see section 69 of this title.

Court defined, see section 1 of this title.

Examination of bankrupt, see section 25 of this title.

Referee authorized to employ stenographer, see sec-
tion 66 of this title.

FEDERAL RULES OF CiviL PROCEDURE

Effect of Rule 44 on this section, see note by Adviso-
ry Committee under that rule, Title 28, Appendix, Ju-
diciary and Judicial Procedure.

Proof of official record, see rule 44, Title 28, Appen-
dix.

Reference to master in civil actions, see rule 53, 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 other-
wise, the clerk shall refer to a referee all cases
filed under chapters 1 to 7, chapter 11, and
chapter 13 of this title.

(b) The judge may, at any time, for the con-
venience of parties or for cause, transfer a case
from one referee to another.
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(July 1, 1898, ch. 541, § 22, 30 Stat. 552; June 22,
1938, ch. 575, §1, 52 Stat. 854; June 23, 1959,
Pub. L. 86-64, § 3, 73 Stat. 109.)

AMENDMENTS

1959—Subd. (a). Pub. L. 86-64 substituted provisions
requiring the clerk, unless the judge or judges direct
otherwise, to refer all cases filed under chapters 1 to 7,
chapter 11, and chapter 13 of this title for provisions
which permitted the judge at any stage of a proceed-
ing to refer it to a referee, either generaliy or special-
ly.

1938—Subd. (a) amended generally by act June 22,
1938, which among other changes omitted provision
relating 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 date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Duties and compensation of referees, see sections 67
and 68 of this title.
Powers of referee, see section 66 of this title.
Proceedings referable to referee—
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 pro-
ceeding, see section 67 of this title.
Restriction on compensation of referee, see section
112 of this title. -

§ 46. Jurisdiction of controversies between 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, concerning the
property acquired or claimed by the receivers
or trustees, in the same manner and to the
same extent as though such proceedings had
not been instituted and such controversies 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 proceedings under this title
had not been instituted, unless by consent of
the defendant, except as provided 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, § 7, 36 Stat. 840; May 27, 1926, ch. 406, § 8,
44 Stat. 664; Junc 22, 1938, ch. 575, § 1, 52 Stat.
854.)

AMENDMENTS

1938—Subd. (a). Act June 22, 1938, substituted
“under this title” for “in bankruptcy’ after ‘“proceed-
ings”, and inserted “receivers and” after “between”,
and ‘““receivers or” after ‘‘claimed by the”.

Subd. (b). Act June 22, 1938, inserted “the receiver
and” after “Suits by” and substituted ‘‘under this
title” for “in bankruptcy” after “proceedings”.
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1926—Subd. (a). Act May 27, 1926, substituted ‘‘dis-
trict” for “circuit” after “The United States’'.

Subd. (d). Act May 27, 1926, inserted “oniy” after
“‘prosecuted”.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSs REFERENCES

Anciliary jurisdiction in aid of receiver or trustee,
see section 11 of this title.
Authority of receivers to prosecute or defend pro-
ceedings, see section 11 of this title.
Concurrent jurisdiction of plenary proceedings—
Recovery or avoidance of preferences, see section
96 of this title.
Recovery or avoidance of liens and fraudulent
transfers, see section 107 of this title.
Recovery or avoidance of transfer or obligation,
see section 110 of this title.
Duties of trustee, see section 75 of this title.
Exclusive jurisdiction—
Arrangement proceedings, see section 711 of this
title.
Corporate reorganization proceedings, see section
511 of this title.
Real property arrangement proceedings, see sec-
tion 811 of this title.
Wage earners’ plans proceedings, see section 1011
of this title.
Jurisdiction— )
Action involving diversity of citizenship, see sec-
tion 1332 of Title 28, Judiciary and Judicial Pro-
- cedure.
Bankruptcy courts generally, see section 11 of this
title.
To enter turn-over orders, see section 11 of this
title.
Summary jurisdiction to determine rights of lien-
holders, see section 107 of this title.
Title to bankrupts’ property vested in trustee, see
section 110 of this title.

FEDERAL RULES OF CIVIL PROCEDURE

Civil action, see rule 2, Title 28, Appendix, Judiciary
and Judicial Procedure.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 502 of this title.

§ 47. Jurisdiction of appeilate courts

(a) The United States courts of appeals, in va-
cation, in chambers, and during their respective
terms, as now or as they may be hereafter held,
are invested with appellate jurisdiction from
the several courts of bankruptcy in their re-
spective jurisdictions in proceedings in bank-
ruptey, either interlocutory or final, and in con-
troversies 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 extend to matters of law only: And
provided further, That when any order, decree,
or judgment involves less than $500, an appeal
therefrom may be taken only upon allowance
of the appellate court.

(b) Such appellate jurisdiction shall be exer-
cised 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,
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decrees, and orders of the United States courts
of appeals in proceedings under this title in ac-
cordance with the provisions of the laws of the
United States now in force or such as may here-
after be enacted.

(July 1, 1898, ch. 541, § 24, 30 Stat. 553; May 27,
1926, ch. 406, § 9, 44 Stat. 664; June 7, 1934, ch.
426, 48 Stat. 926; June 22, 1938, ch. 575, §1, 52
Stat. 854; June 25, 1948, ch. 646, § 32(a), 62 Stat.
992; May 24, 1949, ch. 139, § 127, 63 Stat. 107,
July 7, 1952, ch. 579, § 9, 66 Stat. 423.)

AMENDMENTS

1952—Subds. (a) and (c). Act July 7, 1952, deleted
reference to United States court of appeals for the
District of Columbia since such court is contained
within the reference ‘“United States courts of ap-
peals”.

1938—Subds. (a), (formerly (a) and part of (b)), and
(b), (formerly part of (b)), amended generally by act
June 22, 1938, which among other changes added after
‘‘matters of fact” the two provisos in subd. (a). .

Subd. (¢), formerly subd. (c) of section 48 of this
title, amended generally by act June 22, 1938, which
act did not reenact.former subd. (¢) as a part of this
section. See.subd. (a) of section 48 of this title for pro-
visions on that subject.

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

Subd. (b) amended generally by act May 27, 1926,
which among other changes inserted “and the Court
of Appeals of the District of Columnbia” after “circuit
courts of appeal” and the last sentence reading “Such
power shall be exercised by appeal and in the form
and manner of an appeal, except in the cases men-
tioned in said section 25 to be allowed in the discretion
of the appellate court.

Subd. (¢). Act May 217, 1926, added subd. (c).

CHANGE OF NAME

Act June 25, 1948, §32(a), eff. Sept. 1, 1948, as
amended by act May 24, 1949, substituted “court of ap-
peals” 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 Ap-
peals of the District of Columbia” to “United States
Circuit Court of Appeals for the District of Colum-
bia”.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

REPEALS

Act Mar. 3; 1911, ch. 231, §128(c), as added by act
Feb. 13, 1925,.ch. 229, § 1, 43 Stat. 936, was repealed by
act June 25, 1948. Sald act of 1925 provided that: “The
circuit courts of appeal shall also have an appellate
and supervisory jurisdiction under sections 24 and 25
of the Bankruptcy Act of July 1, 1898 [this section and
section 48 of this titlel, over all proceedings, contro-
versies, and cases had or brought in the district courts
under that Act or any of its amendments, and shall ex-
ercise the same in the manner prescribed in those sec-
tions; and the jurisdiction of the Circuit Court bf Ap-
peals for the Ninth Circuit in this regard shall cover
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the courts of bankruptcy in Alaska and Hawalii, and
that of the Circuit Court of Appeals for the First Cir-
cuit shall cover the court of bankruptcy 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
section and section 48 of this title] “as regulates the
mode of review by the Supreme Court in the proceed-
ings, controversies, and cases therein named.”

CROSS REFERENCES

Final decisions of district court appealable to courts
of appeals, see section 1291 of Title 28, Judiciary and
Judicial Procedure.

Interlocutory decisions of district courts appealable
to courts of appeais, see section 1292 of Title 28.

Jurisdiction of Supreme Court to review cases from
courts of appeals, see section 1254 of Title 28.

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

FEDERAL RULES OF APPELLATE PROCEDURE

Appeals by allowance in bankruptcy proceedings, see
rule 6, Title 28, Appendix, Judiciary and Judicial Pro-
cedure.

Notice 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 be re-
quired in any case to give bond when they take
appeals.

(July 1, 1898, ch. 541, § 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
Stat. 107, July 7, 1952, ch. 579, §10, 66 Stat.
424.)

AMENDMENTS

1952—Subd. (a). Act July 7, 1952, deleted reference
to the United States Court of Appeals for the District
of Columbia since such court is now contained within
the reference to “United States courts of appeals”.

1948—Sections 23, 39 of act June 25, 1948, eff. 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. (¢) of section 47 of
this title, amended generally by act June 22, 1938,
which among other changes provided for the time of
flling proof of notice of appeal.

Subd. (b). Act June 22, 1938 inserted “Receivers
and” preceding ‘“trustees”.

1926—Subd. (a). Act May 27, 1926, inserted ‘“and the
Court of Appeals of the District of Columbia and to
the Supreme Courts of the Territories” after “circuit
courts of appeals” in the first sentence and substitut-
ing “thirty” for ‘“‘ten’” preceding ‘‘days” in the last sen-
tence.

CHANGE OF NAME

_Act June 25, 1948, §32(a), eff. Sept. 1, 1948, as
amended by act May 24, 1949, substituted “court of ap-
peals” 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 Ap-
peals of the District of Columbia” to “United States
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Circuit Court of Appeals for the District of Colum-
bia”.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. ’

REPEALS

Act Feb. 13, 1925, ch. 229, § 13, 43 Stat. 941, provided
for the repeal of so much of sections 24 and 25 [sec-
tion 47 of this title and this section] “as regulates the
mode of review by the Supreme Court in the proceed-
ings, controversies, and cases therein named”.

CROSS REFERENCES

Damages and costs on affirmance, see section 1912
of Title 28, Judiciary and Judicial Procedure.
Fees and costs against the United States, see section
2412 of Title 28.
Fees and costs in courts of appeals, see section 1913
of Title 28.
Security not required of United States, see section
2408 of Title 28.
Time for—
Appeal to court of appeals in civil cases, see section
2107 of Title 28.
Filing petition for review of order of referee to
Jjudge, see section 67 of this title.

FEDERAL RULES OF APPELLATE PROCEDURE

Appeals by allowance in bankruptcy proceedings, see
rule 6, Title 28, Appendix, Judiciary and Judicial Pro-
cedure.

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

(a) The receiver or trustee may, pursuant to
the direction of the court, submit to arbitration
any controversy arising in the settlement of the
estate.

(b) Three arbitrators shall be chosen by
mutual consent, or one by the receiver or trust-
ee, 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 appoint-
ment, the court shall appoint the third arbitra-
tor.

(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 ‘“‘receiver
or” preceding “trustee’.

Subd. (b). Act June 22, 1938, inserted “receiver or”
preceding “trustee”.

Subd. (¢). Act June 22, 1938, reenacted subd. (¢)
without change.
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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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 50. Compromises

The receiver or trustee may, with the approv-
al of the court, compromise any controversy
arising in the administration of the estate upon
such terms as he may deem for the best inter-
est of the estate.

(July 1, 1898, ch. 541, § 27, 30 Stat. 553, June 22,
1938, ch. 575, § 1, 52 Stat. 855.)

AMENDMENTS

1938—Act June 22, 1938, inserted ‘receiver or” pre-
ceding ‘‘trustee”.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
) AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
titie.

CROSS REFERENCES

- Notice to creditors of proposed compromise, see sec-
tion 94 of this title.

§ 51. Designation of newspapers

The judges of courts of bankruptcy shall by
order designate a newspaper published within
their respective 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”
preceding ‘“courts of bankruptcy” and omitted ‘re-
quired to be published by this Act” after “in which no-
tices”, in the first sentence.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in title 15 section 78fff.

§ 52. Repealed. June 25, 1948, cb. 645, §21, 62 Stat.
862

Section, acts July 1, 1898, ch. 541, § 29, 30 Stat. 554;
May 27, 1926, ch. 406, § 11, 44 Stat. 665; June 22, 1938,
ch. 575, §1, 52 Stat. 856, relating to offenses, is now
covered by sections 151 to 154, 3057, and 3284 of Title
18, Crimes and Criminal Procedure.

EFFECTIVE DATE OF REPEAL

Repeai effective Sept. 1, 1948, see section 20 of act
June 25, 1948.
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§ 53. Repealed. Pub. L. 88-623, § 3, Oct. 3, 1964, 78
Stat. 1001

Section, act July 1, 1898, ch. 541, § 30, 30 Stat. 554,
empowered the Supreme Court to prescribe and
amend all rules, forms, and orders to effectuate the
provisions of this title, and is now covered by section
2075 of Title 28, Judiciary and Judicial Procedure.

RULES, FORMS AND ORDERS PRESCRIBED PRIOR TO
OCTOBER 3, 1964

Section 3 of Pub. L. 88-623 provided that: “Section
30 of the Bankruptcy Act [this section] is repealed but
its repeal shail not operate to invalidate or repeai
rules, forms, or orders prescribed under the authority
of that section by the Supreme Court prior to the en-
actment of this Act [Oct. 3, 19641.”

§ 54. Computation of time

Whenever time is enumerated by days in this
title or in any proceeding thereunder the
number of days shall be computed by excluding
the first and including the last, unless the last
fall on a Sunday or holiday, in which event the
day last included shall be the next day there-
after 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. 857.)

AMENDMENTS

1938—Act June 22, 1938, deleted ‘“legal” preceding
“holiday” at end of section.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 55. Transfer of cases

(a) In the event petitions are filed by or
against the same person or by or against differ-
ent members of a partnership, in different
courts of bankruptcy each ‘of which has juris-
diction, the cases shall, by order of the court
first acquiring jurisdiction, be transferred to
and consolidated in the court which can pro-
ceed with the same for the greatest conve-
nience of parties in interest.

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

(c) The judge may transfer any case under
this title to a court of bankruptcy in any other
district, regardless of the location of the princi-
pal assets of the bankrupt, or his principal
place of business, or his residence, if the inter-
ests 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 7, 1952, ch.
579, § 11, 66 Stat. 424.)

AMENDMENTS

1952—Act July 7, 1952, designated former section as
subd. (a) and added subds. (b) and (c¢).

1938—Act June 22, 1938 inserted “by or” preceding
“against” in two instances and provided for transfer
and consoiidation by order of court first acquiring ju-
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risdiction instead of by court relinquishing jurisdic-
tion.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CHAPTER 5—OFFICERS, 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 referees.

64. Oaths of referees.

65. Number and territories of referees.

66. Jurisdiction of referees.

67. Duties of referees; prohibitlon against practice of
law and acting as trustees or receivers; review
of orders.

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

69. Contempts before referees.

70. Records of referees.

71. Vacancies; referee’s absence or disability.

72. Trustees; creditors’ committees; and attorneys.

73. Receivers and trustees; qualifications.

74. Death or removal of receiver or trustee.

75. Trustees; duties.

76. Receivers; marshais, and trustees; compensation.

(a) Receivers.

(b) Marshals.

(¢) Trustees.

(d) Apportionment of fees.

(e) Withholding compensation.
) Arrangements.

(g) Plans of reorganization.

. Receivers and trustees; apportionment of ap-

pointments; disqualification; compensation.

77. Receivers and trustees; accounts and papers.

78. 'Bonds.

79. Clerks; duties.

80. Clerks and marshals; compensation.

81. Statistics.

82. Repealed.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 41, 45, 502,
702, 781, 802, 886, 1002, 1069 of this title; title 15 sec-
tion 78fff.

§ 61, Creation of two offices
The offices of referee and trustee are created.
(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 bankrupt-
cy shall appoint referees. Where there is more
than one judge of a court of bankruptcy, or
where the territory to be served by a referee in-
cludes territory in more than one judicial dis-
trict, the appointment, whether an original ap-
pointment or a reappointment, shall be by the
concurrence of a majority of all the judges of
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such court or of the courts of bankruptcy of
such judicial districts, and where there is no
such concurrence, then by the chief judge.
Except as otherwise provided in section 65 of
this title, each appointment and reappointment
shall be for a term of six years. Upon the expi-
ration of his term, a referee in bankruptcy shall
continue to perform the duties of his office
until his successor is appointed and qualifies
provided the filling of the vacancy has been au-
thorized as provided in subdivision (b) of sec-
tion 71 of this title.

(b) Removal

Removal of a yeferee during the term for
which he is appointed shall be only for incom-
petency, misconduct, or neglect of duty: Pro-
vided, 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 removal 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
referee. Such judge or judges may, 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 con-
currence of a majority of the judges, and where
there is no such concurrence, then by the coun-
cil. Before any order of removal shall be en-
tered, except in the case of a part-time referee
where the cause for removal is 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. 857; June 28, 1946, ch.
512, §2, 60 Stat. 324; May 16, 1951, ch. 81, 65
Stat. 42; Aug. 7, 1959, Pub. L. 86-144, §2, 73
Stat. 297.)

AMENDMENTS

1959—Subd. (a). Pub. L. 86-144 substituted ‘“‘chief”
for ‘“senior” and deleted “by the Conference” follow-
ing ‘“authorized”.

1951—Subd. (a). Act May 16, 1951, added last. sen-
tence providing that upon the expiration of bankrupt-
cy referee’s term of office he shall continue to serve
until a successor is appointed.

1946—Act June 28, 1946, amended section generally
to provide that where there is more than one district
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
removal during term of office, only for incompetency,
misconduct, or neglect of duty, except in the case of a
part-time referee who may be removed at any time if
his services are no longer needed.

1938—Act June 22, 1938, amended section generally,
and, among other changes, inserted provision which
related to territorial limits of referees’ jurisdiction.

EFFECTIVE DATES OF 1946 AMENDMENT

Section 18 of act June 28, 1946, provided:

“Sections 1 and 10 of this amendatory Act [amend-
ing section 1(5a), (7a), (8a), (14a), of this title and re-
pealing section 82 of this title] and so much of section
4 of this amendatory Act as amends subdivision (b) of
section 37 of the Act entitled ‘An Act to establish a
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uniform system of bankruptcy throughout the United
States’, approved July 1, 1898, as amended (subd. (b)
of section 65 of this title], shall be effective upon ap-
proval of this amendatory Act (June 28, 1946]1. All
other provisions of this amendatory Act (amending
sections 62, 63, 65(a), 67(b), 68, 71, 79(2), (5), 80(a),
102(a), (b), 104(a)(1), 112, 517, 1024(3), 1033(2), 1059(1),
(3) of this title]l shall become effective sixty days after
promulgation of the determinations of the conference,
as provided in the said subdivision (b) of section 37, as
amended by this amendatory Act (subd. (b) of section
65 of this title): Provided, however, That the refer-
ences contained in paragraph (1) of subdivision (b) of
section 37 as amended by this amendatory Act [subd.
(b) of section 65 of this title] to ‘subdivision (a) of this
section, and required for subdivisions (a) and (¢) of
section 40 (section 68 of this titlel, paragraph (2) of
section 633 (section 1033 of this titlel, and paragraph
(3) of section 659 of this Act’ [section 1059 of this
title] are intended to refer to those subdivisions and
paragraphs as they will be amended when sections 6,
16, and 17 of this amendatory Act [sections 68, 1033,
and 1059 of this title] become effective, and section 4
of this amendatory Act [section 65 of this title] be-
comes fully effective.”

EFFECTIVE DATE AND CONSTRUCTION OF 1938
AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

REPEALS; SAVINGS CLAUSE; SECTION AND SUBDIVISION
CATCHLINES

Section 19 of act June 28, 1946, provided:

“a, All Acts or parts of Acts inconsistent with any
provisions of this amendatory Act famending sections
1(5a), (Ta), (8a), (14a), 62, 63, 65(a), (¢), 67(b), 68, 71,
T79(2), (5), 80(a), 102(a), (b), 104(aX(1), 112, 517, 1024(3),
1033(2), 1059(1), (3) of this title and repealing section
82 of this title] are hereby repealed.

“b. Nothing herein contained shall have the effect
to release or extinguish any penalty, forfeiture, or li-
abllity incurred under any Act or Acts of which this
Act {said sections] is amendatory.

“c. If any provision of this amendatory Act [said sec-
tions] or the application thereof to any person or cir-
cumstances is held invalid, such invalidity shall not
affect other provisions or applications of this amenda-
tory Act [said sections] which can be given effect
without the invalid provision or application, and to
this end the provisions of this amendatory Act {said
sections] are declared to be severable.

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

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 65 of this title.

§ 63. Qualifications of referees

Individuais shall not be eligible to appoint-
ments as referees unless they are (1) competent
to perform the duties of a referee in bankrupt-
cy; (2) not holding any office of profit or
emolument under the laws of the United States
or of any State or subdivision thereof other
than conciliation commissioner or special
master under this title: Provided, however,
That part-time referees may be commissioners
of deeds, United States magistrates, justices of
the peace, masters in chancery, notaries public,
retired officers and retired enlisted personnel
of the Regular and 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,
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members of the National Guard of the United
States and of the National Guard of a State,
Territory, or the District of Columbia, except
the National Guard disbursing officers who are
on a full time salary basis, or either conciliation
commissioners or supervising conciliation com-
missioners but not both; (3) at the time when
originally appointed not relatives of any of the
judges of the courts of bankruptcy or of the
justices or judges of the appellate courts of the
districts wherein they may be appointed; (4)
resident and have their offices within the judi-
cial district of the court or one of the courts of
bankruptcy under which they are to hold ap-
pointment: Provided, however, That where a
referee shall be temporarily transferred or per-
manently appointed to another judicial district,
residence or office in such other district shall
not be requisite for eligibility; and Provided fur-
ther, That referees serving the District of Co-
lumbia shall reside in the District of Columbia,
or within twenty miles thereof; and (6) mem-
bers 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,
however, That the requirement of membership
at such bar shall not apply to referees holding
office 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. 327, 67 Stat. 366; Pub. L.
90-578, title IV, §402(b)(2), Oct. 17, 1968, 82
Stat. 1118.)

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
qualification for referees in District of Columbia.

1947—Act June 30, 1947, enlarged the category of of-
ficial and quasi-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 Reserve components of the Army, Navy,
ete. including the National Guard. . )

1946—Act June 28, 1946, prohibited a referee from
holding any office other than a conciliation commis-
sioner or special master under this title, but allowed a
part-time referee to be a United States commissioner,
justice of peace, master in chancery, notary public or
either a conciliation commissioner or supervising con-
ciliation commissioner, but not both, and made con-
forming changes in clauses (4) and (5).

1938—Clauses (1), (3), and (4) amended by act June
22, 1938.

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

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

1911—Act Mar. 3, 1911, substituted “‘district court”
for “circuit court”.

CHANGE OF NAME

“United States magistrates” was substituted for
‘“Unlted States commissioners” pursuant to Pub. L. 90-
578, title IV, §402(bX2), Oct. 17, 1968, 82 Stat. 1118.
See chapter 43 (§ 631 et seq.) of Title 28, Judiciary and
Judicial Procedure.
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EFFECTIVE DATE AND CONSTRUCTION OF AMENDMENTS

. 4
Effective date, repeals, saving provisions, and effect
of catchlines of act June 28, 1946, see sections 18 and
19 of act June 28, 1946, set out as notes under section
62 of this title.

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 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, see section
453 of Title 28, Judiciary and Judicial Procedure.

§ 65. Number and territories of referees

(a) The Director shall recommend to the dis-
trict judges, the councils 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 estimated amount of
funds available for salaries, the areas and the
populations to be served, the transportation
and communication facilities, the previous
types and amount of business under this title in
such areas and where such business is centered,
the existing personnel, and any other material
factors. The territory of a referee may, if it is
deemed advisable, lie within more than one ju-
dicial district, but shall be within one circuit:
Provided, however, That the jurisdiction 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 juris-
diction of the court or courts of bankruptcy
whose judges participated in appointing him.

(b)(1) The Director shall, within one year im-
mediately following June 28, 1946, make the
initial surveys required by subdivision (a) of
this section, and required for subdivisions (a)
and (c) of section 68 of this title, paragraph (2)
of section 1033 of this title, and paragraph (3)
of section 1059 of this title. Thereafter, the Di-
rector shall, from time to time, make such sur-
veys, general or local, as the conference shall
deem expedient. In the course of such surveys,
the Director shall give consideration to sugges-
tions from any interested parties, including dis-
trict judges, referees, bar associations, trade as-
sociations, and the like. The surveys shall be
made with a view toward creating and main-
taining a system of full-time referees. However,
should the Director find, as a result of any such
surveys, any area in which the employment of a
full-time referee would not be feasible because

- of the small amount of business under this title

and the extent of the territory 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 councils and the conference con-
cerning the number of referees, their respective
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territories, the amounts of their respective sala-
ries, and the schedules of additional fees to be
charged in asset, arrangement and wage-earner
cases. The district judges shall advise their re-
spective councils, and the councils shall advise
the conference, in respect thereto, stating their
recommendations and their reasons therefor.
The conference shall determine, in the light of
the recommendations of the Director and of
the councils, the number of referees, full-time
and part-time, to be appointed, the respective
territories which they shall serve, including the
regular place of office and the places at which
courts shall be held, their respective salaries,
and schedules of graduated additional fees to
be charged in asset, arrangement and wage-
earner cases, and such determinations shall
become effective sixty days after they are pro-
mulgated by the conference.

(2) The Director shall upon such promulga-
tion divide by lot the total number of referees
first to be appointed as equally as possible into
three classes. The initial terms of the referees
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 bankruptcy the number of referees'to
be appointed by them in each of the three
classes above specified, the respective territor-
ies which such referees shall serve, and the re-
spective salaries to be paid to them. The judge
or judges shall thereupon appoint, pursuant to
subdivision (a) of section 62 of this title such
referees in each of the specified classes for
terms commencing sixty days after such pro-
mulgation of the determinations of the confer-
ence, and shall select them as far as practicable
from the referees then in office within their re-
spective judicial 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.)

AMENDMENTS

1946—Act June 28, 1946, 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 will expire every two years but that all subse-
quent appointments shali be for a full term.

1938—Section, as amended by act June 22, 1938, pro-
vided: “Such number of referees shall be appointed as
may be hecessary to assist in expeditiously transacting
the bankruptcy business pending in the various courts
of bankruptcy, but, insofar as possible, the number
shall be limited with a view to employment of referees
on a full-time basis.”
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EFFECTIVE DATES; REPEALS; ETC.,, OF 1946 AMENDMENT

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

Repeais, saving provisions, and effect of catchlines
of act June 28, 1946, see section 19 of act June 28,
19486, set out as a note 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 62, 68, 91 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 adjudications or dismiss the petitions;
(2) exercise the powers vested in courts of bank-
ruptcy for the administering of oaths to and
the examination of persons as witnesses and for
requiring the production of documents in pro-
ceedings before them, except the power of com-
mitment; (3) exercise the powers of the judge
for the taking possession and releasing of the
property of the bankrupt in the event of the is-
suance by the clerk of a certificate showing the
absence of a judge from the judicial district, or
the division of the district, or showing his sick-
ness or inability to act; (4) grant, deny, or
revoke discharges, determine the dischargeabi-
lity of debts, and render judgments thereon; (5)
confirm or refuse to confirm arrangements or
wage-earner plans, or set aside the confirma-
tion of arrangements or wage-earner plans and
reinstate the proceedings or cases; (6) perform
such of the duties as are by this title conferred
on courts of bankruptcy, including those inci-
dental 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 examination of the bankrupt, or during
other proceedings, authorize the employment
of stenographers for reporting and transcribing
proceedings at such reasonable expense to the
estate as the court may fix.

(July 1, 1898, ch. 541, § 38, 30 Stat. 555; May 27,
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—Cl. (4). Pub. L. 91-467 added the determina-
tion of dischargeability and the rendering of judg-
ments thereon to the powers of the referees.

1938—Clauses (1), (6), and (7), formerly (1), (4), and
(5), respectively, amended by act June 22, 1938.

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

Clauses (4) and (5) added by act June 22, 1938.

1926—Act May 27, 1926 struck out provision requir-
ing that, in order to authorize the employment of ste-
nographers, the trustee have made application there-
for, and substituted reasonable expense for compensa-
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tion not to exceed 10 cents per folio as the expense
which the estate had to bear for reporting and tran-
scribing proceedings.

EFFECTIVE DATE OF 1970 AMENDMENT

For effective date of amendment by Pub. L. 91-467,
see section 10 of Pub. L. 91-467, set out as a note
under section 11 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 67. Duties of referees; prohibition against practice
of law and acting as trustees or receivers; review
of orders

(a) Referees shall (1) give notice to creditors
and other parties in interest, as provided in this
title; (2) prepare and file the schedules of prop-
erty and lists of creditors required to be filed by
the bankrupts or cause the same to be done
when the bankrupts fail, refuse, or neglect to
do so; (3) examine all schedules of property,
lists of creditors, and statements 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; (6) 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 pro-
ceedings in courts and secure the return of such
papers after they have been used, or, if it be im-
practical to transmit the original papers, trans-
mit certified copies thereof by mail; (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
stenographer 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 pre-
sented, the findings and orders thereon, the pe-
tition for review, a transcript 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 attor-
ney, or be engaged in the practice of law; nor
act as trustee or receiver in any proceeding
under this title. Active parttime referees, and
referees receiving 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 refer-
ee may, within ten days after the entry thereof
or within such extended time as the court upon
petition filed within such ten-day period may
for cause shown allow, file with the referee a
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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 com-
plained of and the alleged errors in respect
thereto. Unless theperson aggrieved shall peti-
tion for review of such order within such ten-
day period, or any extension thereof, the order
of the referee shall become final. Upon applica-
tion of any party in interest, the execution or
enforcement of the order complained of may be
suspended by the court upon such terms as will
protect the rights of all parties in interest.

(July 1, 1898, ch. 541, § 39, 30 Stat. 555; June 22,
1938, ch. 575, § 1, 52 Stat. 858; June 28, 1946, ch.
512, §5, 60 Stat. 326; July 7, 1952, ch. 579, § 12,
66 Stat. 424; June 23, 1959, Pub. L. 86-49, 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. 89-414 prohibited full-time
referees, part-time referees, and retired referees from
acting as trustees or receivers in ba.nkruptcy proceed-
ings.

1960—Subd. (c). Pub. L. 86-662 required the petition
for extension of time to be filed within the ten-day
period, and provided that the order of the referee
shall become final unless the person aggrieved shall
petition for review of such order within the ten -day
period, or any extension thereof.
- 1959—Subd. (a). Pub. L. 86-49 repealed former cla.use
*(9) that required transinittal of papers by referees to
the clerk of the court, and redesignated former clause
(10) as (9).

1952—Subd. (a)9). Act July 7, 1952, clarified the
duties of referees.

1946—Subd. (b). Act June 28, 1946, prohibited full-
time referees from practicing law, but permitted part-
time referees and retired referees to practice law
except in proceedings under this title.

1938—Subd. (a) amended by act June 22, 1938.
Clause (9) added. Clauses (1), (3), (4), (5), (6), (8), and
(10), formerly (4), (2), (3), (1), (8), (5), and (7), respec-
tively, 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, 1938, reenacted subd. (b)
without change.

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

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a note under section 1 of this title.

EFFECTIVE DATES; REPEALS; ETC., OF 1946 AMENDMENT

Effective dates, repeals, saving provisions, and effect
of catchlines of act June 28, 1946, see sections 18 and
19 of act June 28, 1946, set out as notes 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

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

(a) The compensation of referees in bank-
ruptcey shall be as follows:

(1) Each full-time referee in bankruptcy shall
receive a salary of $37,800 per annum, subject
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to adjustment in accordance with sections 351
to 361 of title 2 and section 461 of title 28.

(2) Each part-time referee in bankruptcy
shall receive a salary of not more than $18,900
per annum, subject to adjustment in accor-
dance with sections 351 to 361 of title 2 and sec-
tion 461 of title 28 and subject to further ad-
justment by the conference, in the light of rec-
ommendations of the councils, made after ad-
vising with the district judges of their respec-
tive circuits, and the Director. In fixing the
amount of the salary to be paid to a part-time
referee, consideration shall be given to the
average number and types of, and the average
amount of gross assets realized from, cases
closed and pending in the territory which the
part-time referee is to serve, during the last
preceding period of ten years, and to such other
factors as may be material.

(3) Disbursement of salaries of referees shall
be made monthly by or pursuant to order of
the Director.

(b) The conference, in light of the recommen-
dations of the councils, made after advising
with the district judges of their respective cir-
cuits, and of the Director, may increase or de-
crease the salary of any part-time referee,
within the limit prescribed in subdivision (a)(2)
of this section, if there has been a material in-
crease or decrease in the volume of business or
other change in the factors which may be con-
sidered material in fixing salaries.

(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 institut-
ed, $37 for each estate for the referees’ salary
and expense fund, as herein below established:
Provided, however, That in cases of voluntary
bankruptcy 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
Supreme Court of the United States.

(2) Additional fees for the referees’ salary and
expense fund shall be charged, in accordance
with the schedule fixed by the conference (a)
against each estate wholly or partially liquidat-
ed in a bankruptcy proceeding, and be comput-
ed upon the net proceeds realized; (b) against
each case in an arrangement confirmed under
chapter 11 of this title, and be computed upon
the amount to be paid to the unsecured credi-
tors upon confirmation of the arrangement and
thereafter, pursuant to the terms of the ar-
rangement, 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 earner 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 collect-
ed and to be collected from all sources for the
referees’ 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
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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 meth-
ods for determining net proceeds realized in
asset cases, fair values of considerations, other
than money, distributable in arrangement
cases, and payments actually made by or for a
debtor under the plan in wage earner cases;
prescribing the procedure for coilection by the
clerk of fees and allowances for the referees’
salary and expense fund; and providing for the
effective administration of the provisions of
this paragraph (2).

(3) Charges for the expense of special services
relating to or in connection with proceedings
before referees shall be made and collected by
the referees in accordance with regulations to
be prescribed by the Director, with the approv-
al of the conference, and the proceeds shall be
paid by the referees to the clerk for transmis-
sion 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 collected by the clerks for the ser-
vices of referees, and for their expenses, includ-
ing the fees, allowances and charges for their
services and expenses as conciliation commis-
sioners 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 refer-
ees, including the salaries of their clerical assis-
tants, shall be paid out of annual appropri-
ations from such salary 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 appropriations
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 year so
much of the surplus, 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, conciliation commis-
sioner, 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 ex-
pense fund. All cases pending before outgoing
referees shall be referred, and no additional

7-998 O - 78 -vol. 2 - 175

TITLE 11-BANKRUPTCY

§ 68

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 bankruptcy may
deem equitable, taking into consideration the
schedules of additional fees fixed by the Direc-
tor and the payments previously made therein.

(d)X(1) All referees in bankruptcy and employ-
ees in the offices of such referees shall be
deemed to be officers and employees in the ju-
dicial branch of the United States Government
within the meaning of subchapter III of chap-
ter 83 of title 5.

(2) Any referee who has retired or been re-
tired under the provisions of paragraph (1) of
this subdivision may, if called upon by a judge
of a court of bankruptcy, perform such duties
of a referee, conciliation commissioner, or spe-
cial master under this title, within the jurisdic-
tion of the court, as he may be able and willing
to undertake. The retired referee shall receive
as compensation for his services, either full or
part time, the salary authorized for the referee
serving the territory to which the retired refer-
ee is assigned. However, the rate of compensa-
tion of a retired referee assigned to serve on a
full-time basis in the territory of a part-time
referee shall be the rate of full-time service.
Salaries authorized under this paragraph shall
be subject to the provisions of section 8344(a)
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, 1946, ch. 512, §6,
60 Stat. 326; July 7, 1952, ch. 580, 66 Stat. 438;
May 10, 1956, ch. 257, 70 Stat. 151; July 28,
1959, Pub. L. 86-110, §1, 73 Stat. 259; Sept. 19,
1962, Pub. L. 87-6717, 76 Stat. 559; Aug. 14, 1964,
Pub. L. 88-426, title IV, §402(d), 78 Stat. 434;
Nov. 28, 1967, Pub. L. 90-161, §1, 81 Stat. 518;
Dec. 16, 1967, Pub. L. 90-206, title II, § 225(h),
81 Stat. 644; Dec. 27, 1973, Pub. L. 93-200, 87
Stat. 838; Aug. 9, 1975, Pub. L. 94-82, title II,
§ 205(b)(8), 89 Stat. 423; Feb. 27, 1976, Pub. L.
94-217, §§ 1, 2, 90 Stat. 192.)

CODIFICATION

In subd. (d), references to “subchapter III of chapter
83 of title 5” and ‘“section 8344(a) of title 5" were sub-
stituted for “the Civil Service Retirement Act” and
“section 13(b) of the Civil Service Retirement Act”, re-
spectively, on authority of section 7(b) of Pub. L. 89-
554, Sept. 6, 1966, 80 Stat. 631, section 1 of which en-
acted Title 5, Government Organization and Employ-
ees.

AMENDMENTS

1976-—Subd. (a). Pub. L. 94-217, § 1, in revising the
text, incorporated existing first sentence in provisions
designated as pars. (1) and (2), first sentence, prescrib-
ing compensation of $37,800 and $18,910 for full-time
and part-time referees in such pars.; incorporated ex-
isting second sentence as the second sentence of provi-
sions designated as par. (2), restricting the provision to
a part-time referee; and incorporated existing third
sentence in provisions designated as par. (3).

Subd. (b). Pub. L. 94-217, § 1, limited the provision to
part-time referees and deleted proviso prohibiting re-
duction during the tenure of any full-time referee his
salary below that at which he was originaliy appointed
under this amendatory Act and prohibiting reduction
during any term of any such referee his salary below
the salary fixed for him at the beginning of that term.

Subd. (d)X2). Pub. L. 94-217, § 2, substituted in next
to last sentence, “shall be the rate of full-time service”
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for “shall be the minimum rate established by the Ju-
dicial Conference of the United States for full-time
service”.

1975—Subd. (a). Pub. L. 94-82 substituted “at rates,
in the case of full-time referees, not more than the
rate determined for such referees under sections 351
to 361 of title 2, as adjusted under section 461 of title
28, and in the case of part-time referees, not more
than one-half of such rate, as so adjusted” for “at
rates not more than $36,000 per annum for full-time
referees, and not more than $18,000 per annum for
part-time referees”.

1973—Subd. (b). Pub. L. 93-200 struck out proviso
that no salary fixed under the provisions of this sec-
tion for a full-time referee shall be changed more
often than once in any two years or in an amount of
less than $250.

1969—Salaries of full-time referees and part-time
referees increased respectively from maximums of
$22,500 and $11,000 to maximums of $36,000 and
$18,000 per annum, commencing February 14, 1969,
upon recommendation 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.

1967—Subd. (c)(1). Pub. L. 90-161 substituted “$37”
for #32”.

1964—Subd. (a). Pub. L. 88-426 substituted “$22,500”
and “$11,000” for “$15,000” and “$7,500”’, respectively.

1962—Subd. (d)(1). Pub. L. 87-677 substituted “Civil

Service 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.

1959—Pub. L. 86-110, § 1(a), substituted “referees’
salary and expense fund” for “referees’ salary and ex-
pense funds” in the section catchline.

Subd. (¢)X1). Pub. L. 86-110, § 1(b), substituted “$32
for each estate for the referees’ salary and expense
fund, as herein below established” and ‘“such fee’ for
‘“(a) $17 for each estate for the referees’ salary fund,
and (b) $15 for each estate for the referees’ expense
fund, as hereinbelow established” and ‘‘such fees’.

Subd. (¢)(2). Pub. L. 86-110, § 1(¢), substituted “refer-
ees’ 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 referees’ expense fund” in the third sentence
and “schedule” for ‘‘schedules” in two instances and
deleted “for each fund, respectively,” following
“equal”. .

Subd. (¢)(4). Pub. L. 86-110, § 1(d), substituted “ref-
erees’ salary and expense fund” and ‘“salary and ex-
pense fund” for “referee’s salary fund and a referee’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, includ-
ing the salaries of their clerical assistants, shall be
paid out of annual appropriations from such salary
and expense fund by the United States” for ‘“The sala-
ries of the referees in active service shall be paid out
of annual appropriations from such salary fund, and
the expenses of the referees, including the salaries of
their clerical assistants, shall be paid out of annual ap-
propriations 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.

Subd. (¢)5). Pub. L. 86-110, §1l(e), substituted
“salary and expense fund” for “respective salary and
expense funds”.

1956—Subd. (a). Act May 10, 1956, substituted
“$15,000” for “$12,500”, and “$7,500" for “$6,000"".

1952—Subd. (a). Act July 7, 1952, increased salaries
of full-time referees from $10,000 to $12,500 per
annum, and part-time referees from $5,000 to $6,000
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 system on a national basis
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instead of having each referee responsible for the fi-
nancing of his office as an individual unit.

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

Subds. (b) and (¢) reenacted without change by act
June 22, 1938.

EFFECTIVE DATE OF 1967 AMENDMENT

Section 3 of Pub. L. 90-161 provided that: “This
amendatory Act [amending this sectlon and section
80(a) of this titlel shall take effect on the thirtieth

. day following the date of its approval [Nov. 28, 19671.”

EFFECTIVE DATE OF 1964 AMENDMENT

For effective date of amendment by Pub. L. 88-426,
see section 501 of Pub. L. 88-426.

EFFECTIVE DATE OF 1959 AMENDMENT

Section 8 of Pub. L. 86-110 provided that: “This
amendatory Act [amending this section and sections
79, 104, 112, 1024, 1033, and 1059 of this title] shall
take effect on the first day of the fiscal year following
the date of its approval.”

EFFECTIVE DATES; REPEALS; ETC., OF 1946 AMENDMENT

Effective dates, repeals, saving provisions, and effect
of catchlines of act June 28, 1946, see sections 18 and
19 of act June 28, 1946, set out as notes under section
62 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

INCREASES IN COMPENSATION

Salaries of full-time referees and part-time referees
increased respectively to maximums of $48,500 and
$24,200 per annum, upon recommendation of the
President of the United States, see note set out under
section 358 of Title 2, The Congress.

Salaries of full-time referees increased to $39,600 ef-
fective on the first day of the first pay period begin-
ning on or after Oct. 1, 1976, see Ex. Ord. No. 11941,
Oct. 1, 1976, 41 F.R. 43889, set out as a note under sec-
tion 5332 of Title 5, Government Organization and
Employees. Ex. Ord. No. 11941, further provided that
pursuant to the Legislative Branch Appropriation Act,
19717, funds are not available to pay a salary at a rate
which exceeds the rate in effect on Sept. 30, 1976,
which was $37,800.

Salaries of full-time referees increased to $37,800 ef-
fective on the first day of the first pay period begin-
ning on or after Oct. 1, 1975, by Ex. Ord. No. 11883,
Oct. 6, 1975, 40 F.R. 47091.

JupicIAL CONFERENCE SCHEDULE OF SPECIAL CHARGES

The Judicial Conference, at its session on Sept. 14,
1973, acting under the authority of provisions of this
section, prescribed the following schedule of special
charges, eff. Nov. 1, 1973, to be charged and collected
by bankruptcy judges for deposit to the referees’
salary and expense fund:

“1. For the preparation and mailing of each set of
notices in asset cases and in cases filed under the relief
chapters of the Act, in excess of 30 notices per set, 25
cents for each additional notice on the first 10,000 and
15 cents per notice on the balance, provided, that in no
proceeding administered in straight bankruptcy shall
the total charge for this special service exceed 25 per-
cent of the net proceeds realized.

“2. For each set of objections filed to a discharge or
confirmation of an arrangement, or plan, $10.00 to be
paid by the objecting creditor provided that no such
charge shall be made for filing objections to a dis-
charge by the United States Attorney. Where objec-
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tions to a discharge are filed by the trustee, the
charge shall be paid from the estate of the bankrupt
unless waived by the court.

“3. For filing petitions for review, for filing petitions
for reclamation of property, and for filing petitions
for leave to foreclose a mortgage, $10.00 for each peti-
tion filed, to be paid at the time of filing by the peti-
tioner, provided that no charge shall be made for peti-
tions for review or for reclamation of property or for
leave to foreclose filed on behalf of the United States.

“4, For making a typed copy of any record or paper,
$1.00 per page of 250 words or a fraction thereof. For
reproducing any record or paper by any means other
than typing, 50 cents per page. These fees do not in-
clude certification.

“5. For certifying any document or paper, whether
the certification is made directly on the document or
by separate instrument, $1.00;

“6. For clerical aid on all claims filed in excess of 10,
for filing, recording, computing and distributing divi-
dend, 25 cents each in asset cases and cases filed under
the relief chapters of the Act.

“7. For reporting performed by a regularly employed
member of the referee’s staff, a charge may be made
for transcripts not exceeding the rates charged by the
regular court reporter. The charge shall be paid from
the estate of the bankrupt or by the parties requesting
that the stenographic record be made and the pro-
ceeds shall be transmitted to the clerk for deposit to
the credit of the Referees’ Salary and Expense Fund.

“8. For amendments to bankrupt’s schedules of
creditors after notice to creditors, $10.00 for each
amendment, provided that the referee may, for good
cause, waive the charge in any case.

“9. For searching the retords of the referee’s office
and furnishing information regarding any bankrupt or
debtor, $1.00.

“10. For each application for determination of non-
dischargeability of debts filed by creditors, a fee of
$10.00.”

CROSS REFERENCES

Compensation of referee in,

Corporate reorganization proceeding where peti-
tion 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 re-
stricted by this section, see section 894 of this
title.

Compensation of referees and, )

Special masters in coinposition proceedings of local
taxing agencies not governed by this section, see
section 403 of this titie.

Trustees in,

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

Real property arrangements not governed by this
section and section 76 of this title, see section
891 of this title. )

Limitation of compensation of officers of court, see
section 112 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in sections 65, 67, 76, 79,
403, 641, 645, 891, 894, 1024, 1033, 1059 of this title;
title 28 section 634.

§ 69. Contempts before referees

(a) A person shall not, in proceedings before a
referee, (1) disobey or resist any lawful order,
process, or writ; (2) misbehave during a hearing
or so 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 appear after having been subpenaed,
or, upon appearing, refuse to take the oath as a
witness, or having taken the oath, refuse to be
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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, shall not be
required to attend as a witness before a referee
at a place more than one hundred miles from
such person’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 summary
manner, hear the evidence as to the acts com-
plained 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 con-
tempt committed before him, or commit such
person upon the same conditions as if the doing
of the forbidden act had occurred with refer-
ence to the process of the court of bankruptey
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 trustees at a place more than one hundrcd miles
from such person’s residence, instead of lunltation
that no person shall 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,
inserted provision for service of show cause order by
such person should not be adjudged in contempt.

EFFECTIVE. DATE AND CONSTRUCTION OF 1938
MENT

Effective date and construction of act. June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

FEDERAL RULES OF CIvIL PROCEDURE

Subpoena, see rule 45, Title 28, Appendix, Judiciary
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
prescribed by the Supreme Court of the United
States.

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

(c) The record of the proceedings shall, when
the case is concluded before the referee, be cer-
tified 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.
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(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 7, 1952, ch. 579,
§ 13, 66 Stat. 424.)

AMENDMENTS

1952—Subd. (a). Act July 7, 1952, provided that re-
cords of referees shall be kept in the manner pre-
scribed by the United States Supreme Court.

1951—Subd. (¢). Act Oct. 25, 1951, inserted “until no
longer needed in conducting current business”.

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

Subd. (b). Act June 22, 1938, substituted ‘“A separate
record shall be kept of the proceedings in each case”
for “A record of the proceedings in each case shall be
kept in a separate book or books”.

Subd. (¢). Act June 22, 1938, substituted reference to
record of proceedings for book or books containing
record of proceedings, provided for transmission to
clerk instead of to the court of bankruptcy, and for re-
cords to remain in office of clerk instead of the court.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

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

§ 71. Vacancies; referee’s absence or disability

(a) Whenever the office of a referee is vacant,
or its occupant is absent or disqualified to act,
the clerk of the district court in which the ter-
ritory or any part of the territory served by
such referee is located shall 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 ar-
rangements upon the recommendations of the
Director, the district 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 vacan-
cy shall not be filled until the Conference has
acted thereon.

(¢) Whenever the office of a referee is vacant
or its occupant is temporarily absent or dis-
qualified 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 temporarily any referee of the dis-
trict 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 tempo-
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rarily 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 designation 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 as-
signed. All designations and assignments of ref-
erees shall be filed with the clerks and entered
on the minutes of the courts from 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 assignments in accordance with the provi-
sions 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

1959—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 arrange-
ments, when recommended by the Director, the dis-
trict judge or judges, and the circuit council that the
office be continued, without recommendation to the
Conference or its approval for provision that when the
office is vacant, the Director shall recommend to the
district judges, the councils and the Conference
whether a new appointment should be made and no
such appointment shall be made until authorized by
the Conference.

1950—Subd. (c¢). Act Sept. 19, 1950, provided for tem-
porary designations and assignments of referees by
the judge or chief justice of the district, the chief
judge of the circuit, and the Chief Justice of the
United States, instead of the judge or a majority of
judges of the district, the council, and the conference,
respectively, to provide for consent of the chief judge
or judicial council of the circuit, and to provide for
filing and entry of designations and assignments.

1946—Act June 28, 1946, provided for the notifica-
tion to the Director of the Administrative Office by
the clerk of the court of any vacancy, absence, or dis-
qualification of a referee, to provide for the designa-
tion of another referee from the same or another cir-
cuit, and to prohibit the filling of a permanent vacan-
cy unless authorized by the conference of judges.

EFFECTIVE DATE, REPEALS, ETC,, OF 1946 AMENDMENT

Effective date, repeals, saving provisions, and effect
of catchlines of act June 28, 1946, see sections 18 and
19 of act June 28, 1946, set out as notes under section
62 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is 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 simi-
lar controlling bodies, shall, at the first meeting
of creditors after the adjudication, 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 appointed fails to qualify as herein
provided, the court shall make the appoint-
ment. If the bankrupt is a face-amount certifi-
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cate company, as defined in section 80a-4 of
title 15, the court alone shall make the appoint-
ment; but the court shall not make such ap-
pointment without first notifying the Securities
and Exchange Commission and giving it an op-
portunity to be heard.

(b) Such creditors-may, at their first meeting,
also appoint a committee of not less than three
creditors, which committee may consult and
advise with the trustee in connection with the
administration of the estate, make recommen-
dations to the trustee in the performance of his
duties and submit to the court any question af-
fecting the administration of the estate.

(c) An attorney shall not be disqualified to
act as attorney for a receiver or trustee merely
by reason of his representation of a general
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

1940—Subd. (a). Act Aug. 22, 1940, inserted last sen-
tence reiating to appointment of trustees for face-
amount certificate company.

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

Subds. (b) and (c¢) added by act June 22, 1938.

EFFECTIVE DATE OF 1940 AMENDMENT

Effective date of act Aug. 22, 1940, see section 80a-52
of Title 15, Commerce and Trade.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
AMENDMENT

Effective date and construction of act June 22,.1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes 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 Chairman of such Com-
mission, with authority vested in him to authorize
their performance by any officer, employee, or admin-
istrative unit under his jurisdiction, by Reorg. Plan
No. 10 of 1950, §§ 1, 2, eff. May 24, 1950, 15 F.R. 3175,
64 Stat. 1265, set out as a note under section 78d of
Title 15, Commerce and Trade.

CROSS REFERENCES

Nepotism in appointment of receiver or trustee, see
section 1910 of Title 18, Crimes and Criminal Proce-
dure.

Partnership bankruptcy trustees, see section 23 of
this title.

Title, rights, powers, and duties of trustee in,

Corporate reorganization proceeding same as
trustee appointed under this section, see sections
586 and 587 of this title.

Real property arrangements same as trustee ap-
pointed under this section, see sections 841 and
842 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 205, 586, 587,
638, 841, 842 of this title; title 15 section 78fff.

§ 73. Receivers and trustees; qualifications

Receivers and trustees shall be (1) individuals
who are competent to perform their duties and
who reside or have an office in the judicial dis-
trict within which they are appointed; or (2)
corporations authorized by their charters or by
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law 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 ‘‘Receivers and”
preceding ‘“‘trustees” and made other changes in phra-
seoiogy.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
AMENDMENT
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Nepotism in appointment of receiver or trustee, see
section 1910 of Titie 18, Crimes and Criminal Proce-
dure.

SECTION REFERRED TO IN C_IHER SECTIONS
This section is referred to in section 556 of this title.

§ 74. Death or removal of receiver or trustee

The death or removal of a receiver or trustee
shall not abate any suit or proceeding which he
is prosecuting or defending at the time of his
death or removal, but the same may be pro-
ceeded with or defended by his joint receiver or
joint trustee or successor in the same manner
as though the same had been commenced or
was being defended by such joint receiver or
joint trustee alone or by such successor.

(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 receiver.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. :

CROSS REFERENCES

Removal for cause of receivers and trustees, see sec-
tion 11 of this title.

§ 75. Trustees; duties

(a) Trustees shall (1) collect and reduce to
money the property of the estates for which
they are trustees, 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) deposit all money re-
ceived by them in designated depositories ini-
tially in demand deposits; and subsequently, if
authorized by the court, in interest-bearing sav-
ings deposits, time certificates of deposit, or
time deposits-open account; (3) account for and
pay over to the estates under their control all
interest received by them upon funds belonging
to such estates; (4) disburse money only by
check or draft on such depositories; (5) keep re-
cords and accounts showing all amounts and
items of property received and from what
sources, all amounts expended and for what
purposes and all items of property disposed of;
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(6) set apart the bankrupts’ exemptions aliowed
by law, if claimed, and report the items and es-
timated value thereof to the courts as soon as
practicable after their appointment; (7) exam-
ine the bankrupts (a) at the first meetings of
creditors or at other meetings specially fixed
for that purpose, unless they shall already have
been fully examined by the referees, receivers,
or creditors, and (b) upon the hearing of objec-
tions, if any, to their discharges, unless other-
wise ordered by the court; (8) examine all
proofs of claim and object to the allowance of
such claims as may be improper; (9) oppose at
the expense of estates the discharges of bank-
rupts when they deem it advisable to do so; (10)
furnish such information concerning the es-
tates of which they are trustees and their ad-
ministration 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 final reports and file final accounts with
the courts fifteen days before the days fixed for
the final meetings of the creditors; and (14) lay
before the final ineetings of the creditors de-
tailed statements of the administration of the
estates.

(b) Whenever three trustees have been ap-
pointed for an estate, the concurrence of at
least two of them shall be necessary to the va-
lidity of their every act concerning the adminis-
tration of the estate.

(c) 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 execu-
tion, and pay the fee for such filing. He shall
receive 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 bank-
rupt as a part of the expenses of administra-
tion.

(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, 17
Stat. 14.)

AMENDMENTS

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

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

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

193
Subd. (c) amended generaliy 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 sections 8 and 7 of act
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June 22, 1938, set out as notes under section 1 of this
title.

CROSs REFERENCES

Preferences, avoidance by trustee, see section 96 of
this title.

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

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in title 29 section 1342.

§ 76. Receivers; marshals, and trustees; compensation

(a) Receivers

The compensation of receivers appointed
under this title, for their services payable 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 shall 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 dis-
bursed 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 commis-
sions 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 $1,500 and not more
than $10,000, and 1 per centum on all above
$10,000.

(3) Conducting husiness

Receivers appointed pursuant to clause (3)
of subdivision (a) of section 11 of this title
who conduct the business of the bankrupt as
provided in clause (5) of subdivision (a) of sec-
tion 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 an-
cillary jurisdiction, 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
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amount as may be allowed by the court, but in
no event to exceed the maximum allowance
permitted for receivers for like services.

(¢) Trustees

The compensation of trustees for their ser-
vices, payable after they are rendered, shall be
a fee of $10 for each estate, deposited with the
clerk at the time the petition is filed in each
case, except where installment payments may
be 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
bankrupts as provided in clause (5) of subdivi-
sion (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 permitted by paragraph (1) of this
subdivision.

(d) Apportionment of fees

In the event of the appointment, concurrent-
ly or successively, of more than one receiver of
an estate or of more than one ancillary receiver
in the same jurisdiction, or in the event of the
administration of an estate by three trustees in-
stead of one trustee or by successive trustees,
the court shall apportion the fees and commis-
sions among such receivers, ancillary receivers,
or trustees, as the case may he, according 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 re-
ceiver, or trustee, respectively, would be enti-
tled.

(e) Withholding compensation

The court may, in its discretion, withhold all
compensation from any receiver, trustee, attor-
ney, or any other person who has been removed
from office or dismissed because of the unlaw-
ful 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 bankrupt-
cy proceeding superseded by the arrangement
proceeding, or of a receiver appointed in an
original proceeding for an arrangement under
this title, shall be the same as hereinabove pro-
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vided for a marshal, receiver, or trustee, as the
case may be, for like services. Such compensa-
tion shall be computed upon all moneys dis-
bursed or turned over by him to any persons,
including lienholders, upon all moneys to be
paid to unsecured creditors upon the confirma-
tion of the arrangement and thereafter, pursu-
ant to the terms of the arrangement, and where
under the arrangement any part of the consid-
eration to be paid is other than money, upon
the amount of the fair value of such consider-
ation: Provided, however, That the court may,
in respect to all moneys to be paid to such unse-
cured 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 case of a plan of reorganization con-
firmed under this title, the compensation of a
marshal, receiver, or trustee, in a prior pending
bankruptcy proceeding superseded by the reor-
ganization proceeding shall be the same as her-
einabove 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, including lienholders, upon all moneys
to be paid to unsecured creditors upon the con-
summation of the plan of reorgnization and
thereafter, pursuant to the terms of the plan of
reorganization, and where under the plan of re-
organization any part of the consideration to be
paid to unsecured creditors is other than
money, upon the amount of the 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 con-
summation of the plan of reorganization, pre-
scribe such time for the payment of the com-
pensation computed thereon as in the particu-
lar 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, 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

1962—Subd. (¢). Pub. L. 87-681 substituted ‘“where
installment payments may be authorized pursuant to
section 68 of this title” for “when a fee is not required
from a voluntary bankrupt”.

1960—Subd. (¢). Pub. L. 86-504 increased closing fee
from $5 to $10, °

1956—Subd. (c)(1). Act May 28, 1956, increased rates
of comnpensation allowable by courts to trustees by
substituting 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.

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

EFFECTIVE DATE OF 1956 AMENDMENT

Section 2 of act May 28, 1956, provided that: “The
provisions of this Act [amending subd. (cX1) of this
section] shall apply to all cases in which the petition
initiating the proceeding under the Bankruptcy Act is
filed subsequent to the date of the enactment of this
act [May 28, 19561.”
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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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Compensation of referees and trustees in,

Corporate reorganization proceedings not gov-
erned by this section and section 68 of this title,
see section 641 of this title.

Real property arrangements not governed by this
section 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,
891, 893 of this title.

§ 76a. Receivers and trustees; apportionment of ap-
pointments; disqualification; compensation

In the administration of this title the district
court or any judge thereof shall, in its or his
discretion, so apportion appointments of receiv-
ers and trustees among persons, firms, or corpo-
rations, or attorneys therefor, within the dis-
trict, eligible thereto, as to prevent any person,
firm, or corporation from having a monopoly of
such appointments within such district. No
person shall be appointed as a receiver or trust-
ee who is a near relative of the judge of the
court making such appointment. The compen-
sation allowed a receiver or trustee or an attor-
ney for a receiver or trustee shall in no case be
excessive or exorbitant, and the court in fixing
such compensation shall have in mind the con-
servation 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.

CROSS REFERENCES

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

§ 77. Receivers and trustees; accounts and papers

The accounts and papers of receivers and
trustees shall be open to the inspection of offi-
cers and all parties in interest.

(July 1, 1898, ch. 541, § 49, 30 Stat. 558; June 22,
1938, ch. 575, § 1, 52 Stat. 863.)

AMENDMENTS
1938—Act June 22, 1938, included receivers.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in title 26 section 302.
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§ 78. Bonds

(a) Repealed, Pub. L. 92-310,
§ 222(a)(1), June 6, 1972, 86 Stat. 205.

(b) Receivers and trustees, before entering
upon the performance of their official duties
and within five days after their appointment or
within such further time, not to exceed five
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 perfor-
mance of their official duties.

(¢) The court shall fix the amount of receiv-
ers’ and trustees’ bonds and may increase or de-
crease 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 subdivision (g)
of this section.

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

(g) Corporations organized for the purpose of
becoming sureties on bonds or authorized by
law to do so may be accepted as sole sureties
upon the bonds of receivers, and trustees when-
ever the courts are satisfied that the rights of
all parties in interest will be thereby amply pro-
tected.

" (h) Bonds of receivers, trustees, and designat-
ed depositories shall be filed of record in the
office of the clerk of the court and may be pro-
ceeded 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 (n) of this section.

(i) Receivers or trustees shall not be liable
personally or on their bonds to the United
States for any penalties or forfeitures incurred
by the bankrupts under this title of whose es-
tates they are receivers or trustees.

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

(k) If any receiver, or trustee shall fail to give
bond as herein provided and within the time
limited, he shall be deemed to have declined his
appointment and such failure shall create a va-
cancy .in his office.

W Repealed Pub. L. 92-310,
§ 222(a)(5), June 6, 1972, 86 Stat. 206.

(m) Proceedings upon receivers’ or trustees’
bonds shall not be brought subsequent to two
years after thelr\respectlve ‘discharges.

(n) In the event of the breach of any obliga-
tion of a bond fumlshed pursuant to this title,
the court may, upon’ apphcatlon of any party in
interest and after notlce summarily determine
the damages and by\ appropriate process en-
force the collection thereof from those liable
on the bond.

(July 1, 1898, ch. 541, § 50, 30 Stat. 558; June 22,
1938, ch. 575, §1, 52 Stat. 863; June 6, 1972,
Pub. L. 92-310, title II, § 222(a), 86 Stat. 205.)

AMENDMENTS

1972—Subd. (a). Pub. L. 92-310, § 222(a)(1), repealed
subd. (a) which required referees to enter into bonds
not exceeding $5,000.

title II,

title 1II,
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Subd. (g). Pub. L. 92-310, §222(a)2), eliminated
bonds of referees.

Subd. (h). Pub. L. 92-310, §222(a)3), eliminated
bonds of referees.

Subd. (k). Pub. L. 92-310, § 222(a)(4), eliminated ref-
erence to referee.

Subd. (). Pub. L. 92-310, § 222(a)(5), repealed subd.
(1) which related to the period during which proceed-
ings could be brought upon referees’ bonds.

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

Subds. (b), (¢), (e), and (g) to (m) amended generally
by act June 22, 1938.

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

EFFECTIVE DATE AND CONSTRUCTION OF 1938
MENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

LIMITATIONS ON PROCEEDINGS UPON REFEREES’ BONDS
PROCURED BEFORE JUNE 6, 1972

Section 222(b) of Pub. L. 92-310 provided that: “Not-
withstanding - the amendment made by subsection
(a)(5) of this section [to subd. (1) of this section] pro-
ceedings upon referees’ bonds procured before the
date of enactment of this act [June 6, 1972] and in
effect on such date 1nay be brought at any time during
the period ending two years after the alleged breach
of the bond, but not thereafter.”

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

§ 79. Clerks; duties

Clerks shall (1) account for, as for other fees
received by them, the clerk’s fee paid in each
case and such other fees as may be received for
certified copies of records which may be pre-
pared for persons other than officers; (2) col-
lect the fees of the clerk and trustee and the
fees for the referees’ salary and expense fund
provided in paragraph (1) of subdivision (¢) of
section 68 of this title in each case instituted
before filing the petition, except where install-
ment payments may be authorized pursuant to
section 68 of this title, and collect the various
other fees, allowances and charges for the ser-
vices of referees and for their expenses, includ-
ing their services and expenses as conciliation
commissioners and as special masters under
this title; (3) collect the fees of the clerk and
referee in each ancillary proceeding before
filing the petition whereby the ancillary pro-
ceeding is instituted; (4) deliver to the referees
all papers which may be referred to them or, if
the offices of such referees are not in the same
cities or towns as the offices of such clerks,
transmit such papers by mail and in like
manner return papers which were received
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. 541, § 51, 30 Stat. 558; June 22,
1938, ch. 575, § 1, 52 Stat. 864; June 28, 1946, ch.
512, §8, 60 Stat. 329; July 28, 1959, Pub. L. 86-
110, § 2, 73 Stat. 260.)
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AMENDMENTS

1959—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. 86-110, § 2(b), substituted “refer-
ees’ 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 collecting the var-
ious fees and allowances for the compensation and ex-
penses of referees, and of covering them into the Trea-
sury for the respective salary and expense funds.

1938—Clauses (1), (2), and (5), formerly (1), (2), and
(4), respectively, reenacted without change by act
June 22, 1938.

Clause (3) added by act June 22, 1938.

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

EFFECTIVE DATE OF 1959 AMENDMENT

Effective date of amendment by Pub. L. 86-110, see
section 8 of Pub. L. 86-110, set out as a note under sec-
tion 68 of this title.

EFFECTIVE DATES, REPEALS, ETC., OF 1946 AMENDMENT

Effective dates, repeals, saving provisions, and effect
of catchlines of act June 28, 1946, see sections 18 and
19 of act June 28, 1946, set out as notes 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 80. Clerks and marshals; compensation

(a) Clerks shall charge and collect for their
services to each estate, whether in a court of
primary or ancillary jurisdiction, a filing fee of
$3. The clerk may collect this amount in install-
ments when such installment payments have
been authorized by General Order of the Su-
preme Court of the United States.

(b) Marshals shall charge the estate where an
adjudication 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 en-
acted, fixing the compensation of marshals.

(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, 52
Stat. 864; June 28, 1946, ch. 512, § 8z, 60 Stat.
329; Nov. 28, 1967, Pub. L. 90-161, § 2, 81 Stat.
518.)

AMENDMENTS

1967—Subd. (a). Pub. L. 90-161 substituted ‘$3” for
“$8".

1946—Subd. (a). Act June 28, 1946, reduced the filing
fee from $10 to $8, omitted “‘except when a fee is not
required froin a voluntary bankrupt’’ and added provi-
sion concerning installments.

1938—Subd. (a). Act June 22, 1938, omitted ‘“‘respec-
tively” preceding ‘‘charge and collect”, inserted “in a
court of primary or ancillary jurisdiction” preceding
“a filing fee”, and added a provision requiring pay-
ment of fee into United States Treasury.

Subd. (b). Act June 22, 1938, omitted “respectively”
preceding ‘“charge the estate”.
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EFFECTIVE DATE OF 1967 AMENDMENT

For effective date of amendment by Pub. L. 90-161,
see section 3 of Pub. L. 90-161, set out as a note under
section 68 of this title.

EFFECTIVE DATES, REPEALS, ETC., OF 1946 AMENDMENT

Effective dates, repeals, saving provisions, and effect
of catchlines of act June 28, 1946, see sections 18 and
19 of act June 28, 1946, set out as notes under section
62 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
MENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Compensation of marshais, see section 76 of this
title.

Fees of clerks of district courts, see sections 1914,
1917 of Titie 28, Judiciary and Judicial Procedure.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1024 of this
title.

§ 81. Statistics

The Director annually shall lay before Con-
gress statistical tables which will accurately re-
flect the business transacted by the several
bankruptcy courts, a statement of the amounts
received and disbursed for the referees’ salary
fund and referees’ 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 Administrative Office the duty to gather all sta-
tistics with regard to the operation of this title, and to
submit annual reports to Congress.

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

ErFECTIVE DATES, REPEALS, ETC., OF 1946 AMENDMENT

Effective dates, repeals, saving provisions and effect
of catchlines of act June 28, 1946, see sections 18 and
19 of act June 28, 1946, set out as notes under section
62 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
MENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 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

91. Meetings of creditors.

92. Voters at creditors’ meeting.

93. Proof and allowance of claims.

. Omitted.

94. Notices.

95. Who may file and dismiss petitions.
96. Preferred creditors.
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CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 41, 45, 502,
702, 781, 802, 886, 1002, 1069 of this title; title 15 sec-
tion 78fff.

§ 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 subdivision (b) of section 65
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 meet-
ing 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 examine the bankrupt or cause him to
be examined, and may permit creditors to ex-
amine him.

(¢) The creditors shall at each meeting take
such steps as may be pertinent and necessary
for the promotion of the best interests of the
estate and the enforcement of this title.

(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 majority of such creditors, which
number represents a majority in amount of
such claims, and contains 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, § 55, 30 Stat. 559; June 22,
1938, ch. 575, § 1, 52 Stat. 865; May 16, 1951, ch.
82, 65 Stat. 42.)

AMENDMENTS

1951—Subd. (a) amended generally by act May 16,
1951, to permit the court to fix the place for the hold-
ing of the first meeting of the creditors.

1938—Subds. (b) and (e), formerly (b) and (f), respec-
tively, amended by act June 22, 1938.

Subds. (a), (¢), and (d), formerly (a), (¢), and (e), re-
spectively, reenacted without change by act June 22,
1938. !

Former subd. (d), which related to subsequent meet-
ing on consent of all creditors with allowed claims, was

inot reenacted as a part of this section by act June 22,

1938.
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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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title,

CROSS REFERENCES
Examination of bankrupt, see section 25 of this title,

§ 92. Voters at creditors’ meeting

(a) Creditors shall pass upon matters submit-
ted 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,
creditors holding claims which are secured or
have priority shall 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.

(c) 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 computing 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
otherwise provided in this title,” at the beginning.

Subd. (¢) added 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Claims which may be proved and allowed, see section
103 of this title.
Trustee, voting for, see section 72 of this title.

§ 93. Proof and allowance of claims

(a) A proof of claim shall consist of a state-
ment, in writing and signed by a creditor, set-
ting forth the claim; the consideration therefor;
whether any and, if so, what securities are held
therefor; and whether any and, if so, what pay-
ments have been made thereon; and that the
claim is justly owing from the bankrupt to the
creditor. A proof of claim filed in accordance
with the requirements of this title, the General
Orders of the Supreme Court, and the official
forms, even though not verified under oath,
shall constitute prima facie evidence of the va-
lidity and amount of the claim.

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

(¢) Proofs of claim may, for the purpose of
allowance, 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) Claims which have been duly proved shall
be allowed upon receipt by or upon presenta-
tion to the court, unless objection to their
allowance shall be made by parties in interest
or unless their consideration be continued for
cause by the court upon its own motion: Pro-
vided, however, That an unliquidated or contin-
gent claim shall not be allowed unless liquidat-
ed or the amount thereof estimated 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 ligquidation or of reasonable estimation or
that such liquidation or estimation would
unduly delay the administration of the estate
or any proceeding under this title.

(e) Claims of secured creditors and those who
have priority may be temporarily allowed to
enable such creditors to participate in the pro-
ceedings at creditors’ 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 to the courts seem to be
owing over and above the value of their securi-
ties or priorities.

(f) Objections to claims shall be heard and de-
termined as soon as the convenience of the
court and the best interests of the estates and
the claimants will permit.

(g) The claims 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 pref-
erences, liens, conveyances, transfers, assign-
ments, or encumbrances.

(h) The value of securities held by secured
creditors shall be determined by cohverting the
same into money 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, arbitra-
tion, comnpromise or litigation, as the court may
direct, and the amount of such value shall be
credited upon such claims, and a dividend shall
be paid only on the unpaid balance. Such deter-
mination shall be under the supervision and
control of the court.

(i) Whenever a creditor whose claim against 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 subro-
gated 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 ab-
sence of an agreement to the contrary, 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 excess
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received 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
forfeiture 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 inter-
est as may have accrued on the amount of such
loss according to law.

(k) Claims which have been allowed may be
reconsidered for cause and reallowed or reject-
ed in whole or in part according to the equities

of the case, before but not after the estate has -

been closed.

(1) Whenever a claim shall have been recon-
sidered and rejected, in whole or in part, upon
which a dividend 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 proportional part thereof if re-
jected only in part, and the trustee may also re-
cover 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
administered in bankruptcy against any like
estate may be proved and filed by the receiver
or trustee and allowed by the court in the same
manner and upon like 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, howev-
er, That the court may, upon application 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 further, That the right of infants and
insane persons without guardians, without
notice of the bankruptcy proceedings, may con-
tinue six months longer: And provided further,
That a claim arising in favor of a person by
reason of the recovery by the trustee froin such
person of money or property, or the avoidance
by the trustee of a lien held by such person,
may be filed within thirty days from the date
of such recovery or avoidance, but if the recov-
ery is by way of a proceeding in which a final
Judgment has been entered against such
person, the claim shall not be allowed if the
money is not paid or the property is not deliv-
ered to the trustee within thirty days from the
date of the rendering of such final judgment, or
within such further time as the court may
ailow. Whermn in any case all claims which have
been duly allowed have been paid in full, claims
not filed within the time hereinabove pre-
scribed 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, § 57, 30 Stat. 560; Feb. 5,
1903, ch. 487, §12, 32 Stat. 799, May 27, 1926,
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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.)

REFERENCES IN TEXT

The “General Orders of the Supreme Court”, re-
ferred to in subd. (a), were abrogated, with the excep-
tion of General Order 49, by Orders of the Supreme
Court of the United States dated: Apr. 24, 1973, Mar.
18, 1974, and Apr. 28, 1975.

AMENDMENTS

1962—Subd. (i). Pub. L. 87-681 provided that the se-
curity be in whole or in part, inserted the clause
“whether the ciaim has been filed by the creditor or
by him in the creditor's name” and added the provi-
sions for payment 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 Gen-
eral Orders, and the official forms, even though not
verified under oath, shall constitute prima facie evi-
dence of the validity and amount of the claim.

1952—Subd. (j). Act July 7, 1952, § 14(a), clarified the
fact that the limitation on interest “up to the date of
bankruptcy” relates only to interest on ‘“pecuniary
loss”.

Subd. (n). Act July 7,-1952, § 14(b), deleted “except
proceedings under chapters 10-13 of this title” preced-
ing “the right of infants” in the second proviso.

1938—Subds. (a), (¢) to (e), (g) to (j), and (1) to (n)
amended generally by act June 22, 1938.

Subds. (b), (f), and (k) reenacted without change by
act June 22, 1938.

EFFECTIVE DATE OoF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
titie.

CROSS REFERENCES

Expenses of administration, claims 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; title 15 section
T8££f; title 26 section 7430.

§ 93a. Omitted

CODIFICATION

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

§ 94. Notices

(a) Creditors shall have at least ten days’
notice by mail, to their respective addresses as
they appear in the list of creditors of the bank-
rupt or as afterward filed with the papers in
the case by the creditors, of (1) all examina-
tions of thebankrupt, if the court so directs; (2)
all hearings upon applications for the confirma-
tion of arrangements and wage-earner plans; (3)
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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 controversy 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 re-
ceivers, marshals, trustees, committees, and at-
torneys for compensation from the estate for
services rendered, specifying the amount and
by whom made: Provided, however, That where
a creditors’ committee has been appointed pur-
suant 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 mail of the last day fixed by its order
for the filing of objections to a bankrupt’s dis-
charge and for the filing of applications pursu-
ant to paragraph (2) of subdivision (c¢) of sec-
tion 35 of this title to determine the dischar-
geability of debts (1) to the creditors in the
manner prescribed in subdivision (a) of this sec-
tion; (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 peti-
tion, schedules, list of creditors, or statement of
affairs, or, if no address so appears, to his last
known address as furnished by the trustee or
other party after inquiry; (2) to the bankrupt’s
attorney, if any, at his address as filed by him
with the court; and (3) to the objecting parties
and their attorneys, at their respective address-
es 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 mailed 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 peti-
tion 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 Gener-
al 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 disclose a debt to the United States acting
through any department, agency, or instrumen-
tality thereof (except for any internal revenue
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obligation payable to the Secretary of the Trea-
sury or his delegate), a notice of the first meet-
ing shall be mailed as well to the head of such
department, agency, or instrumentality.

(July 1, 1898, ch. 541, § 58, 30 Stat. 561; June 25,
1910, ch. 412, § 9%, 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, 84 Stat. 993.)

AMENDMENTS

1970—Subd. (b). Pub. L. 91-467 extended the require-
ment that the court give at least thirty days’ notice by
mail of the last day fixed by its order to the filing of
applications pursuant to section 35(c)X(2) of this 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 either party in money
or value exceeds $1,000”.

1960—Subd. (e). Pub. L. 86-631 provided for the
mailing 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 is or was engaged in the
business of transporting persons or property.

1957-—-Subd. (b). Pub. 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—Subd. (e). Act Aug. 2, 1956, eliminated require-
ment for mailing to the Commissioner of Internal
Revenue and the Comptroller General of the United
States a certified copy of every order of adjudication
upon its entry and to the Commissioner a copy of the
notice of the first meeting of creditors, substituted
“district director” for ‘collector,” and inserted the
parenthetical clause excepting any internal revenue
obligation payable to the Secretary of the Treasury or
his delegate.

1952—Subd. (a)(8). Act July 7, 1952, made section ap-
plicable to ‘“‘committees’.

1951—Subd. (d). Act July 3, 1951, made publication
of notices of first meeting of creditors discretionary in-
stead of mandatory.

Subd. (e). Act of July 3, 1951, required the mailing of
a copy of the notice of first meeting of creditors to
Comptroller General and to the head of any depart-
ment, agency, or instrumentality of the United States
disclosed to be a creditor as well as to the Commission-
er 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. (c). Clauses (1), (2), (4), and (5 to 7), formerly
(1), (2), (4), and (6 to 8), amended. Clause (3) reenacted
without change. Former clause (5) was not reenacted
as a part of this section. Clause (9) added, and former
clause (9) reenacted in subd. (b).

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

Subd. (¢), 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

For effective date of amendment by Pub. L. 91-467,
see section 10 of Pub. L. 91-467, set out as a note
under section 11 of this title.
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EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952, effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a note under section 1 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
MENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sectlons 6 and 7 of act
June 22, 1938, set out as notes 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 employ-
ees of such Department, were transferred, with certain
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, agencies, and employees, by Reorg. Plan
No. 26 of 1950, §§ 1, 2, eff. July 31, 1950, 15 F.R. 4935,
64 Stat. 1280, 1281, set out in the Appendlx to Title 5,
Government Organization and Employees. The dis-
trict director of internal revenue referred to in this
section, is an official of the Treasury Department.

CRrOSS REFERENCES

Designation of newspapers, see section 51 of this
title.

Duty of referee to give notice, see section 67 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 32, 95, 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.

(b) Three or more creditors who have prov-
able claims not contingent as to liability against
a person, amounting in the aggregate to $500 in
excess of the value of any securities held 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 claim or claims
equal that amount, may file a petition to have
him adjudged a bankrupt; but the claim or
claims, if unliguidated, shall not be counted in
computing the number and the aggregate
amount of the claims of the creditors joining in
the petition, if the court determines that the
claim or claims cannot be readily determined or
estimated to be sufficient, together with the
claims of the other creditors, to aggregate $500,
without unduly delaying the decision upon the
adjudication.

(c) Petitions shall be filed in triplicate, one
copy for the clerk, one for service on the bank-
rupt, and one for the referee.

(d) If it be averred in the petition that the
creditors of the bankrupt, computed as pro-
vided in subdivision (e) of this section, are less
than twelve in number, and less .than three
creditors have joined as petitioners therein, and
the answer avers the existence of a larger
nuimber of creditors, there shall be filed with
the answer a list under oath of all the creditors,
with their 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 notified of the pendency of
such petition and shall delay the hearing upon
such petition for a reasonable time, to the end
that the parties in interest shall have an oppor-
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tunity to be heard. If upon such hearing it shall
appear that a sufficient number of qualified
creditors have joined in such petition or, if
prior to or during such hearing, a sufficient
number 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 determining 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
filing of the petition; (2) creditors who are rela-
tives of the bankrupt or, if the bankrupt is a
corporation, creditors who are stockholders or
members, officers or members of the board of
directors or trustees or of other similar control-
ling bodies of such bankrupt corporation; (3)
creditors who have participated, directly or in-
directly, in the act of bankruptcy charged in
the petition; (4) secured creditors whose claims
are fully secured; and (5) creditors who have re-
ceived preferences, liens, or transfers void or
voidable under this title.

(f) Creditors other than the original petition-
ers 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 pe-
titioner or petitioners, or for want of prosecu-
tion, or by consent of parties, until after notice
to the creditors as provided in section 94 of this
title, and to that end the court shall, upon en-
tertaining an application for dismissal, require
the bankrupt to file a list, under oath, of all his
creditors, with their addresses, shall cause such
notice to be sent to the creditors of the penden-
cy of such application and shall delay the hear-
ing thereon for a reasonable time to allow all
creditors and parties in interest an opportunity
to be heard. If the bankrupt shall fail to file
such list within the time fixed by the court,
such list may be filed by the petitioning credi-
tors according to the best of their knowledge,
information, and belief: Provided, however,
That in the case of a dismissal for failure to
pay the costs of the bankruptcy proceedings,
such notice of dismissal shall not be required.

(h) A creditor shall not be estopped to act as
a petitioning creditor because he participated
in any prior matter or judicial proceeding,
having for its purpose the adjustment or settle-
ment of the affairs of the debtor or the liquida-
tion of his property, or to allege such prior
matter or proceeding as an act of bankruptcy,
unless he has consented thereto in writing with
knowledge of the facts, if any, which 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. 579,
§ 16, 66 Stat. 425; Sept. 25, 1962, Pub. L. 87-681,
§7, 76 Stat. 571.)

AMENDMENTS

1962—Subd. (b). Pub. L. 87-681 excluded unliguidat-
ed claims from the coinputation of the number and ag-
gregate amount of the claims of the creditors joining
in the petition where the court determined that the
claims could not be readily determined or estimated to
be sufficient, together with the claims of the other
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creditors, to aggregate $500, without unduly delaying
the decision upon the adjudication.

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

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

Subds. (b) to (g) amended generally by act June 22,
1938.

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

EFFECTIVE DATE oF 1952 AMENDMENT

Amendment by act July 7, 1952, effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES
Time of filing petition, see section 21 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 ac-
count of an antecedent debt, made or suffered
by such debtor while insolvent and within four
months before the filing by or against him of
the petition initiating a proceeding under this
title, the effect of which transfer will be to
enable such creditor to obtain a greater per-
centage of his debt than some other creditor of
the same class.

(2) For the purposes of subdivisions (a) and
(b) of this section, 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 perfected that no subsequent lien
upon such property obtainable by legal or equi-
table 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 pur-
chase from the debtor could create rights in
such property superior to the rights of the
transferee. If any transfer of real property is
not so perfected against a bona fide purchase,
or if any transfer of other property is not so
perfected against such liens by legal or equita-
ble proceedings prior to the filing 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
subdivision 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 obtainable by legal or equitable pro-
ceedings upon a simple contract within the
meaning of paragraph (2) of this subdivision is
a lien arising in ordinary course of such pro-
ceedings upon the entry or docketing of a judg-
ment or decree, or upon attachment, garnish-

TITLE 11-BANKRUPTCY

§ 96

ment, execution, or like process, whether
before, upon, or after judgment or decree and
whether before or upon levy. It does not in-
clude liens which under applicable law are
given a special priority over other liens which
are prior in tine.

(5) A lien obtainable by legal or equitable pro-
ceedings could becoine superior to the rights of
a transferee or a purchase could create rights
superior to the rights of a transferee within the
meaning of paragraph (2) of this subdivision, if
such consequences would follow only from the
lien or purchase itself, or from such lien or pur-
chase followed by any step wholly within the
control of the respective lien holder or purchas-
er, with or without the aid of ministerial action
by public officials. Such a lien could not, how-
ever, become so superior and such a purchase
could not create such superior rights for the
purposes of paragraph (2) of this subdivlsion
through any acts subsequent to the obtaining
of such a lien 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
available means of perfecting legal liens have
not been employed is declared to be contrary to
the policy of this section. If a transfer is for se-
curity and if (A) applicable law requires a
sigsned 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 re-
sults in the acquisition of only an equitable
lien, then such transfer is not perfected within
the meaning of paragraph (2) of this subdivi-
sion. Notwithstanding 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 con-
tract: Provided, however, That where the debt-
or’'s own interest is only equitable, he can per-
fect a transfer thereof by any means appropri-
ate fully to transfer an interest of that charac-
ter: And provided further, That nothing in this
paragraph shall be construed to be contrary to
the provisions of paragraph (7) of this subdivi-
sion.

(7) Any provision in this subdivision (a) to the
contrary notwithstanding if the applicable law
requires a transfer of property other than real
property for or on account of a new and con-
temporaneous consideration to be perfected by
recording, delivery, or otherwise, in order that
no lien described in paragraph (2) of this subdi-
vision could become superior to the rights of
the transferee therein, or if the applicable 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 rights in such property superior to the
rights of the transferee, the time of transfer
shall be determined by the following rules:
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I. Where (A) the applicable law specifies a
stated period of time of not more than
twenty-one days after the transfer within
which recording, 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 such stated period of
time is more than twenty-one days, and com-
pliance 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 applica-
ble 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 suffered 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 suf-
fered immediately before the filing of such
petition.

(8) If no such requirement of applicable law
specified in paragraph (7) of this subdivision
exists, a transfer wholly or in part, for or on ac-
count of a new and contemporaneous consider-
ation shall, to the extent of such consideration
and interest thereon and the other 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 ac-
count of a new and coritemporaneous ccnsider-
ation.

(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 ref-
erence thereto has, at the time when the trans-
fer is made, reasonable 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 converted such
property, except a bona-fide purchaser from or
lienor of the debtor’s transferee for a present
fair equivalent value: 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 him.
Where a preference by way of lien or security
title is voidable, 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 pur-
pose of any recovery or avoidance under this
section, where plenary proceedings are neces-
sary, any State court which would have had ju-
risdiction if bankruptcy had not intervened and
any court of bankruptcy shall have concurrent
jurisdiction.

(c) If a creditor has been preferred, and after-
ward 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 adjudication in bankruptcy may
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be set off against the amount which would oth-
erwise 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 rendered, the transaction may be examined
by the court on its own motion or shall be ex-
amined by the court on petition of the trustee
or any creditor and shall be held valid only to
the extent of a reasonable amount to be deter-
mined by the court, and the excess may be re-
covered 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 moticn cr shall be exam-
ined 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 obliga-
tion shall be canceled, or if excess payment or
transfer has been made, returned to the bank-
rupt.

(e)(1) Where the bankrupt is a stockbroker,
the following definitions and provisions of this
subdivision shall apply: “Property” shall in-
clude cash, securities, whether or not negotia-
ble, and all other property of similar character;
“customers” of a stockbroker shall include per-
sons who have claims on account of securities
received, acquired, or held by the stockbroker
from or for the account of such persons (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 customers entitled to
immediate possession of such securities without
the payment of any sum to the stockbroker; the
same person may be a cash customer with ref-
erence to certain securities and not a cash cus-
tomer with reference to other securities; the
“net equity” of a customer’s agcount shall be
determined by excluding any specifically identi-
fiable securities reclaimable by the customer
and by subtracting the indebtedness of the cus-
tomer 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 commit-
ments of the customer.

(2) All property at any time received, ac-
quired, or held by a stockbroker from or for the
account of customers, except cash customers
who are able to identify specifically their prop-
erty in the manner prescribed in paragraph (4)
of this subdivision and the proceeds of all cus-
tomers’ property rightfully transferred or un-
lawfully converted by the stockbroker, shell
constitute a single and separate fund; and all
customers except such cash customers shall
constitute a single and separate class of credi-
tors, entitled to share ratably in such fund on
the basis of their respective net equities as of
the date of bankruptcy: Provided, however,
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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 section
104 of this title. If such fund shall not be suffi-
cient 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 liquida-
tion of a pledge made by a stockbroker shall be
apportioned between his general estate and
such single and separate fund in the proportion
in which the general property of the stockbro-
ker and the property of his customers contrib-
uted 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 similar
property received by a stockbroker from or for
the account of a cash customer for sale and re-
mittance or pursuant to purchase or as collater-
al security, or for safekeeping, or any substi-
tutes therefor or the proceeds thereof, shall for
the purposes of this subdivision (e) be deemed
to be specifically identified, unless such proper-
ty remained in its identical form in the stock-
broker’s possession until the date of bankrupt-
cy, or unless such property or any substitutes
therefor or the proceeds thereof were, more
than four months before bankruptcy or at a
time while the stockbroker was solvent, allocat-
ed 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 recovered 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 customer shall be deemed to have
been a creditor, the laws of any State to the
contrary notwithstanding. If any securities re-
ceived or acquired by a stockbroker from a cash
customer are transferred by the stockbroker,
such customer shall not have any specific inter-
est 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 cus-
tomer shall have a specific title to securities (a)
which have been physically set aside by a stock-
broker, 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
bankruptcy or while solvent, caused to be regis-
tered 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,
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§ 14, 44 Stat. 666; June 22, 1938, ch. 575, § 1, 52
Stat. 869; Mar. 18, 1950, 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 examine transactions on its own motion, provided
for examinations instead of reexaminations by the
court on petition of trustee, changed ‘“‘attorney and
counselor at law” to ‘‘attorney at law”, deleted follow-
ing such term “solicitor in equity, or proctor in admi-
ralty”, substituted “for services rendered or to be ren-
dered” for “for services to be rendered” and added par.
for examination into the reasonableness of amount for
legal services, cancellation and return of any excess to
the bankrupt. .

1950—Subd. (a). Act Mar. 18, 1950, clarified its provi-
sions, eliminated confusions that have arisen by
reason of certain court decisions, and removed doubts
existing among banks, factors, and other extenders of
credit regarding the validity of security taken in good
faith and for present value.

1938—Subds. (a) and (b) amended generally by act
June 22, 1938.

Subds. (¢) and (d) reenacted without change by act
June 22, 1938.

Subd. (e) added 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

REPEALS; SEPARABILITY OF PROVISIONS OF 1950
- AMENDMENT

Section 3 of act Mar. 18, 1950, provided that:

“a. All Acts or parts of Acts inconsistent with any
provisions of this amendatory Act [sections 96 and 110
of this title]l are hereby repealed.

“b. If any provision of this amendatory Act [sections
96 and 110 of this title] or the application thereof to
any person or circumstances is held imvalid, such inva-
lidity shall not affect other provisions or applications
of this amendatory Act [sections 96 and 110 of this
titlel which can be given effect without the invalid
provision or application, and to this end the provisions
of this amendatory Act are declared to be severable.”

EFFECT OF 1950 AMENDMENT

Section 4 of act Mar. 18, 1950, provided that:

“a. Nothing herein contained shall have the effect to
release or extinguish any penalty, forfeiture, or liabil-
ity incurred under any Act or Acts of which this Act is
amendatory [sections 96 and 110 of this titlel.

“b. The provisions of this amendatory Act [sections
96 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 provisions of this amendatory Act [sections
96 and 110 of this title] are not applicable shall be dis-
posed of conformably to the provisions of said Act ap-
proved July 1, 1898 [this title], and the Acts amenda-
tory thereof and supplementary thereto.”

CRrROsS REFERENCES

Attorney fees as expenses, see section 102 of this
title.
Insolvency, definition of, see section 1 of this title.
Preference as act of bankruptcy, see section 21(a) of
this title.
Railroad reorganizations, section as applicable, see
section 205 of this title.
Recovery of property transferred generally in
fraud— )
Of creditors, see section 110 of this title.
Within the four months’ period, see section 107 of
this title.
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Statutory liens arising within four months’ period as
valid, see section 107 of this title.
SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in sections 21, 46, 107, 205,
405 of this title; title 15 section 78fff.

CHAPTER 7—ESTATES

Sec.
101. Depositories for money.
101la. Omitted.

102. Expenses of administering estates; unauthorized
sharing of fees; withholding allowances.
103. Debts which may be proved.

103a. Omitted.

104. Debts which have priority.

105. Declaration and payments of dividends.

106. Unclaimed moneys.

107. Liens and frauduient transfers.

108. Set-offs and counterclaims.

109. Taking possession of property; receivers.

110. Title to property.

111. Clerks’ indexes; certificates of search; dockets.
112. Limitation of compensation of officers of court.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 41, 45, 502,
702, 781, 802, 886, 1002, 1069 of this title; title 15 sec-
tion 78fff.

§ 101. Depositories for money

The judges of the several courts of bankrupt-
cy shall designate, by order, banking institu-
tions as depositories 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 such banking 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 designated, in lieu of a surety or sure-
ties upon such bond and may, from time to
time as occasion may require, by like order in-
crease or decrease the number of depositories
or the amount of any bond or other security or
change such depositories: Provided, That no se-
curity in the form of a bond or otherwise shall
be required in the case of such part of the de-
posits 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 sureties upon de-
pository bonds, in the custody of Federal Re-
serve banks or branches thereof designated by
the judges of the several courts of bankruptcy,
subject to the orders of such judges. All nation-

al banking associations designated as deposi- -

tories, pursuant to the provisions of this sec-
tion, are authorized to give such security as
may be required. All pledges of securities here-
tofore made for the purposes herein named are
ratified, validated, and approved.

£ Tasd

(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 ‘‘section 1821 of
title 12” for “section 264 of title 12.”

1938—Act June 22, 1938, amended section generally
and added the last proviso.
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1935—Act Aug. 23, 1935, added the first proviso.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSs REFERENCES

Bonds and notes of United States in lieu of sureties,
see section 15 of Title 6, Surety Bonds.

Duty of trustee to deposit money in designated de-
positories, see section 75 of this title.
. Insurance of deposits of insured banks by Federal
Deposit Insurance Corporation, see section 1821 of
Title 12, Banks and Banking.

§ 101a. Omitted

CODIFICATION

Section, act Mar. 3, 1933, ch. 204, § 3, 47 Stat. 1482,
authorized deposits of bankrupt funds in postal sav-
ings depositories, and is omitted since the postal sav-
ings system was discontinued on the 30th day follow-
ing March 28, 1966, by Pub. L. 89-377, §1, Mar. 28,
1966, 80 Stat. 92.

§ 102. Expenses of administering estates; unautho-
rized 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 pay-
ment, be reported in detail under oath, and ex-
amined 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
expenses of referees shall be allowed when au-
thorized and approved by the Director, includ-
ing compensation of clerical, stenographic and
other assistants of referees at rates to be fixed
by the Director, taking into consideration the
rates for comparable services prevailing in. the
respective offices of the clerks of the several
district courts, and the costs of establishing and
maintaining their offices with equipment and
supplies adequate for their efficient and eco-
nomical operation, including mechanical equip-
ment and devices and law libraries. Such ex-
penses may be allowed when authorized by a
judge of the judicial district or districts in
which a referee serves in cases of emergency
where it is not feasible to secure prior authori-
zation 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 provisions of
this paragraph.

(3) When, in the opinion of the Director, the
public interest requires it, he may, on the rec-
ommendation of a referee, which recommenda-
tion 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 pleasure remove any assis-
tant in his employ. If the office of a referee
shall become vacant, the employment of his as-
sistants shall not thereupon be terminated:
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Provided, however, That during such vacancy
the Director may terminate the employment of
any assistant, if, in his opinion, the services of
such assistant are no longer needed.

(4) Referees and special masters under this
title shall be entitled to transmit in the mails,
free of postage, under cover of a penalty enve-

" lope, all matters which relate exclusively to the
business of the courts, including notices in pro-
ceedings 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 Di-
rector, the assistants of referees shall be enti-
tled to the same travel allowances as are pro-
vided for employees of the executive branch of
the United States Government under the stan-
dardized Government travel regulations issued
by the President, while absent from their regu-
lar place of employment on official business.

(3) Paymnent of the expenses allowed or per
diem granted under this subdivision and para-
graph (2) of subdivision (a) of this section shall
be by or pursuant to the order of the Director.

(c) A custodian, receiver, or trustee or the at-
torney for any of them, or any other attorney,
rendering 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 compensation for such services with
any person not contributing thereto, or share
or agree to share in the compensation of any
person rendering services in a proceeding under
this title or in connection with such proceeding,
to which services he has not contributed: Pro-
vided, however, That an attorney-at-law may
share such compensation with a law partner 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
compensation for services rendered by him in a
proceeding under this title or in connection
with such proceeding, 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 ac-
companied by his affidavit stating whether an
agreement or understanding exists between the
petitioner and any other person for a division
of compensation and, if so, the nature and par-
ticulars thereof. If satisfied that the petitioner
has, in any form or guise, shared or agreed to
share his compensation or in the compensation
of any other person contrary to the provisions
of subdivision (c¢) of this section, the court shall
withhold all compensation from such petition-
er.

(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 *subdi-
vision (¢) of this section” for ‘“‘this subdivision”.
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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
supervision together with standard auditing and book-
keeping procedures, and provides for the hiring of
clerical assistants by the referee.

Subd. (b). Act June 28, 1946, provided. for a maxi-
mum of $7 per day for travel and subsistence
allowance for referees, makes all expenditures subject
to the authorization and approval of the Director, and
provides for travel and subsistence allowances for as-
sistants.

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

Subds. (b) to (d) added by act June 22, 1938.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a note under section 1 of this title.

EFFECTIVE DATES, REPEALS, ETC., OF 1946 AMENDMENT

Effective dates, repeals, saving provisions, and effect
of catchlines of act June 28, 1946, see sections 18 and
19 of act June 28, 1946, set out as notes under section
62 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
MENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

INCREASES IN COMPENSATION RATES

Increases in compensation rates fixed under subd.
(aX2) of this section, see notes under section 603 of
Title 28, Judicjary and Judicial Procedure.

CrRoOSS REFERENCES

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 administration, see
section 44 of this title.

Priority—

Administration expenses, see section 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 trav-
eling on official business, per diem allowance, see sec-
tion 5701 et seq. of Title 5, Government Organization
and Employees.

Trustees’ expenses as part of expense of administra-
tion, see section 75 of this title.

§ 103. Debts which may be proved

(a) Debts of the bankrupt may be proved and
allowed against his estate which are founded
upon (1) a fixed liability, as evidenced by a
judgment or an instrument in writing, absolute-
ly 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
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trustee and which the trustee declines to pros-
ecute 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 account, or a con-
tract express or implied; (5) provable debts re-
duced to judgments after the filing of the peti-
tion and before the consideration of the bank-
rupt’s application for a discharge, less costs in-
curred and interest accrued after the filing of
the petition and up to the time of the entry of
such judgments; (6) an award of an industrial-
accident commission, body, or officer of any
State having jurisdiction to inake awards of
workmen’s compensation in case of injury or
death from injury, if such injury occurred prior
to adjudication; (7) the right to recover dam-
ages 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, ex-
ecutory in whole or in part, including unex-
pired leases of real or personal property: Pro-
vided, however, That the claim of a landlord for
damages for injury resulting from the rejection
of an unexpired lease of real estate or for dam-
ages or indemnity under a covenant contained
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 landlord or the date of reentry
of the landlord, whichever first occurs, whether
before or after bankruptcy, plus an amount
equal to the unpaid rent accrued, without accel-
eration, up to such date: And_provided further,
That in the case of an assignment of any such
claim for damages, the court shall, in determin-
ing the amount thereof, examine the circum-
stances of the assignment and the consider-
ation paid or to be paid therefor, and may allow
the claim of the assignee in such amnount, sub-
ject to the provisions of the foregoing proviso
of this clause, as will be fair and equitable.

(b) In the interval after the filing of an invol-
untary petition and before the appointinent of
a receiver or the adjudication, whichever first
occurs, a claim arising in favor of a creditor by
reason of property transferred or services ren-
dered 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
unexpired lease, as provided in this title, shall
constitute a breach of such contract or lease as
of the date of the filing of the petition initiat-
ing a proceeding under this title.

(d) Where any contingent or unliquidated

claiin has been proved, but, as provided in sub-
division (d) of section 93 of this title, has not
been allowed, such claim shall not be deemed
provable under this title.
(July 1, 1898, ch. 541, § 63, 30 Stat. 562; June 17,
1934, ch. 424, § 4(a), 48 Stat. 923; 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.)

'So in original. Probably should read “provable”.
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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 formerly (7).

Subds. (b) and (¢) added by act June 22, 1938.

Subd. (d), formerly (b), amended by act June 22,
1938.

1936—Subd. (a). Act June 5, 1936, inserted proviso in
former clause (6%2).

1934—Subd. (a). Act June 18, 1934, added last clause
of last proviso in former clause (7).

Subd. (a). Act June 7, 1934, added former clauses (6),
(6'%2), and (7).

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a note under section 1 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
MENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. .

CROSS REFERENCES

Arrangement proceedings, claims, see sections 707
and 751 et seq. of this title. o

Corporate reorganization proceedings, claims, see
sections 506 and 596 et seq. of this title.

Discharge releasing all provable elaims, see section
35 of this title.

Proof and allowance of claims, see section 93 of this
title.

Real property arrangement proceedings, claims, see
sections 806 and 851 et seq. of this title.

Time for filing claims, see section 93 of this title.

Wage earners’ plans, proceedings, claims, see sec-
tions 1006 and 1041 et seq. of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 401, 506, 638,
707, 778, 806, 883, 1006, 1044 of this title.

§ 103a. Omitted

CODIFICATION

Section, act June 7, 1934, ch. 424, § 4(b), 48 Stat. 924,
related to priority of workmen’s compensation claims.
It was omitted from this title in the general amend-
ment thereof by act June 22, 1938, ch. 575, 52 Stat.
840. It provided that: “The provisions of clause (6) of
section 103(a) of this title shall 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 section 104(b) of this title.”

§ 104. Debts whicb 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 payment, shall be (1) the costs and ex-
penses of administration, including the actual
and necessary costs and expenses of preserving
the estate subsequent to filing the petition; the
fees for the referees’ salary and expense fund;
the filing fees paid by creditors in involuntary
cases or by persons other than the bankrupts in
voluntary cases; where property of the bank-
rupt, transferred or concealed by him either
before or after the filing of the petition, is re-
covered for the benefit of the estate of the
bankrupt by the efforts and at the cost and ex-
pense of one or more creditors, the reasonable
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costs and expenses of such recovery; the trust-
ee’s expenses in opposing the bankrupt’s dis-
charge or in connection with the criminal pros-
ecution of an offense punishable under chapter
9 of title 18, or an offense concerning the busi-
ness or property of the bankrupt punishable
under other laws, Federal or State; the fees and
mileage payable to witnesses as now or hereaf-
ter provided by the laws of the United States,
and one reasonable attorney’s fee, for the pro-
fessional services actually rendered, irrespective
of the number of attorneys employed, to the
bankrupt in voluntary and involuntary cases,
and to the petitioning creditors in involuntary
cases, and if the court adjudges the debtor
bankrupt over the debtor’s objection or pursu-
ant to a voluntary petition filed by the debtor
during the pendency of an involuntary proceed-
ing, for the reasonable costs and expenses in-
curred, or the reasonable disbursements made,
by them, including but not limited to compen-
sation of accountants and appraisers employed
by them, in such amount as the court may
allow. Where an order is entered in a proceed-
ing under any chapter of this title directing
that bankruptcy be proceeded with, the costs
and expenses of administration incurred in the
ensuing bankruptcy proceeding, including ex-
penses necessarily incurred by a debtor in pos-
session, receiver, or trustee in preparing the
schedule and statement required to be filed by
section 638, 778, or 883 of this title, shall have
priority in advance of payment of the unpaid
costs and expenses of administration, including
the allowances provided for in such chapter, in-
curred in the superseded proceeding and in the
suspended bankruptcy proceeding, if any; (2)
wages and commissions, not to exceed $600 to
each claimant, which have been earned within
three months before the date of the commence-
ment of the proceeding, due to workmen, ser-
vants, clerks, or traveling, or city salesmen on
salary or commission basis, whole or part time,
whether or not selling exclusively for the bank-
rupt; and for the purposes of this clause, the
term “traveling or city salesman” shall include
all such salesmen, whether or not they are in-
dependent 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 ar-
rangement or wage earner plan or the bank-
rupt’s discharge has been refused, revoked, 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, evidence shall have been adduced re-
sulting in the conviction of any person of an of-
fense under chapter 9 of title 18, the reasonable
costs and expenses of such creditors in obtain-
ing such refusal, revocation, or setting aside, or
in adducing such evidence; (4) taxes which
became legally due and owing by the bankrupt
to the United States or to any State or any sub-
division thereof which are not released by a dis-
charge in bankruptcy: 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
shall be made for the payment of a tax assessed
against any property of the bankrupt in excess
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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 enti-
tled to priority by paragraph (2) of subdivision
(c) of section 107 of this title. Provided, howev-
er, That such priority for rent to a landlord
shall be restricted to the rent which is legally
due and owing for the actual use and occupancy
of the premises affected, and which accrued
within three months before the date of bank-
ruptey.

(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;
July 17, 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 necessarily incurred by a debtor in pos-
session, receiver, or trustee in preparing the schedule
and statement required to be filed by section 638, 778,
or 883 of this title,”.

1966—Subd. (a)(4). Pub. L. 89-496 limited the prior-
ity accorded to taxes in the distribution of bankrupt'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 prior-
ity over general unsecured claims shall pertain to
taxes not included in the foregoing priority.

Subd. (a)(5). Pub. L. 89-495 inserted “other than for
taxes” following “debts’” and ‘“‘or who is entitled to pri-
ority by paragraph (2) of subdivision (¢) of section 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 administration, including”, formeriy appearing pre-
ceding “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” and inciuded as an item of such costs and
expenses of administration the reasonable costs and
expenses incurred or reasonable disbursements made
where court adjudged the debtor bankrupt over the
debtor’s objection or pursuant to a voluntary petition
filed by the debtor during the pendency of an involun-
tary proceeding, including compensation of accoun-
tants and appraisers. '

1959—Subd. (a)(1). Pub. L. 86-110 substituted “refer-
ees’ salary and expense fund” for' “referees’ salary
fund and for the referees’ expense fund”.

1956—Subd. (a)(2). Act July 30, 1956, inciuded com-
missions, and defined “traveling or city salesman’.

1952—Subd. (a)(1). Act July 7, 1952, § 19(a), permit-
ted filing fees advanced by banks to be reimbursed out
of the estate, broadened the base of compensable ser-
vices and added last proviso.

Subd. (b) repealed by act Juiy 7, 1952, § 19(b).

1949—Subd. (a)(3). Act May 24, 1949, substituted
“Chapter 9 of title 18" in lieu of “this Act”.

1946—Subd. (a)(1). Act June 28, 1946, accorded prior-
ity to fees for salary and expense funds of referees, as
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an administration expense, on a parity with other
items set forth therein.

1938—Subd. (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 for-
merly clauses (5) and (4), respectively, of subd. (b).
Clause (4) was formerly subd. (a) and clause (8) of
subd. (b). Clause (5) was formerly clause (7) of subd.
(b).

Subd. (b), formerly (c¢), amended by act June 22,
1938.

1926—Act May 27, 1926, amended section generally,
which among other changes, amended subd. (a), intro-
ductory clause and clause (3) of subd. (b), inserted a
new clause (4), changed original clause (4) to (5) and
raised the amount mentioned therein from $300 to
$600, inserted clause (6), changed former clause (5) to
(1), and added a proviso.

EFFECTIVE DATE OF 1959 AMENDMENT

For effective date of amendment by Pub. L. 86-110,
see section 8 of Pub. L. 86-110, set out as a note under
section 68 of this title.

EFFECTIVE DATE OF 1956 AMENDMENT

Section 2 of act July 30, 1956, provided that: “The
amendment made by the first section of this Act {to
subd. (a)(2)) shall apply only with respect to proceed-
ings commenced on or after the date of the enactment
of this Act (July 30, 1956).”

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a note under section 1 of this title.

EFFECTIVE DATES, REPEALS, ETC., OF 1946 AMENDMENT

Effective dates, repeals, saving provisions, and effect
of catchlines of act June 28, 1946, see sections 18 and
19 of act June 28, 1946, set out as notes 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REPERENCES

Administration expenses, see section 102 of this title.

Arrangement, confirmation, see section 761 et seq. of
this title.

Attorney’s fees, see section 102 of this title.

Crimes and offenses against bankruptcy laws, see
section 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 m bankruptcy, see section 80 of this title.

Lien for taxes due United States, see section 6321 et
seq. of Title 26, Intcrnal Revenue Code.

Opposition by trustee of discharge at expense of
estate, see section 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

Referees’ salary and expense funds, see section 68 of
this title.

Rights of holders of valid liens, see section 107 of

*" this title.

Wage earner, defined, see sections 1 and 1006 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, Judiciary and Judicial Procedure.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 35, 96, 107, 502,
1059 of this title; title 15 section 78£ff.

§ 105. Declaration and payments of dividends

(a) Dividends of an equal per centum shall be
declared and paid on all allowed claims, except
such as have priority or are secured.

(b) The first dividends shall be declared
within thirty days after the first date set for
the first meeting 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 probably will be al-
lowed. 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 be declarad oftener and in smaller propor-
tions, 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 fimal dividend shall not
be declared until three months after the first
dividend shall be declared: Provided, That after
the expiration of six months following the first
date set for the first meeting only one dividend
need be declared.

(¢) The rights of creditors who have received
dividends or in whose favor final dividends have
been declared shall not be affected by the proof
and allowance of claims subsequent to the date
of such payment or declarations of dividends;
but the creditors proving and securing the
allowance of such claims shall be paid dividends
equal in amount to those already received by
the other creditors, if the estate equals so
much, before such other creditors are paid any
further dividends.

(d) Whenever a person shall have been ad-
judged a bankrupt by a court without the
United States and also by a court of bankrupt-
cy, all creditors with claims allowed by the
court of bankruptcy who have not had a divi-
dend paid 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 accrue pursuant to the provisions of
this title,

2830

(July 1, 1898, ch. 541, § 65, 30 Stat. 563; Feb. 5,
1903, ch. 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 effec-
tive the policy of effectuating equal distribution be-
tween foreign and domestic creditors.
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1938—Subds. (a) and (c) to (e) reenacted without
change by act June 22, 1938.
Subd. (b) amended generally by act June 22, 1938.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Debts provable in bankruptcy, see section 103 of this
title.

Declaration of dividends by referee, see section 67 of
this title.

Payment of dividends by trustee, see section 75 of
this title.

Priority of debts, see section 104 of this title.

Proof and allowance of claims, see section 93 of this
title.

Unclaimed dividends, see section 106 of this title.

§ 106. Unclaimed moneys

(a) Dividends or other moneys which remain
unclaimed for sixty days after the final divi-
dend has been declared and distributed shall be
paid by the trustee into the court of bankrupt-
cy; 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 shall be deposited and withdrawn as
provided in section 2042 of title 28, and shall
not be subject to escheat 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

1956—Subd. (a). Act Aug. 1, 1956, § 1, added sentence
respecting deposit and withdrawal of unclaimed
moneys as provided in section 2042 of title 28 without
being subject to State escheat laws.

Subd. (b). Act Aug. 1, 1956,.§ 2, repealed subd. (b)
which related to distribution to creditors of dividends
remaining unclaimed for one year and permitted
minors to claim dividends one year after arriving at
majority.

1938—Subd. (a) amended by act June 22, 1938, to in-
clude other moneys as well as dividends, to reduce
waiting period from six months to sixty days, and to
require filing of list of persons.

Subd. (b) reenactcd 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Amount of dividends generally, see section 105 of
this title.

Declaration of dividends by referees, see section 67
of this title.
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Payment of dividends by trustee, see section 75 of
this title.

Proof and allowance of claims, see section 93 of this
title.

Time of payment of dividends, see section 105 of this
title.

§ 107. Liens and fraudulent transfers

(a)(1) Every lien against the property of a
person obtained by attachment, judgment, levy,
or other legal or equitable process or proceed-
ings 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 insoivent 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 nulli-
fied 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 creation 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 person is
not finally adjudged a bankrupt in any proceed-
ing 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 para-
graphs (1) and (2) of this subdivision shall be
discharged from such lien, and such property
and any of the indemnifying property trans-
ferred 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 lien 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 purchaser of such
property shall be valid, but if such title is ac-
quired otherwise than at a judicial sale held 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 the
rights of any parties under this  subdivision.
Due notice of any hearing in such proceeding
shall be given to all parties in interest, includ-
ing the obligee of a releasing bond or other like
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
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is less than the amount for which such proper-
ty is indemnity or than the amount of such
lien, the transferee or lienholder 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 like obligation shall be dis-
charged to the extent of the value of the in-
demnifying property recovered or the indemni-
fying lien nullified and voided by the trustee or
debtor, or, where the property is retained pur-
suant 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 sec-
tion, statutory liens in favor of employees, con-
tractors, mechanics, or any other class of per-
sons, and statutory liens 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 against the trustee, even though
arising or perfected while the debtor is insol-
vent and within four months prior to the filing
of the petition initiating a proceeding under
this title by or against him.

(c)(1) The following liens 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 prop-
erty levied at the instance of one other than
the lienor;

(B) every statutory lien which is not per-
fected or enforceable at the date of bankrupt-
cy against one acquiring the rights of a bona
fide purchaser from the debtor on that date,
whether or not such purchaser exists: Pro-
vided, That where a statutory lien is not inva-
lid at the date of bankruptcy against the
trustee under subdivision (c¢) of section 110 of
this title and is required by applicable lien
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 perfected within the time
permitted by and in accordance with the re-
quirements of such law: And provided further,
That if applicable lien law requires a lien
valid against the trustee under section 110(c)
of this title to be perfected by the seizure of
property, it shall instead be perfected as per-
mitted by this subdivision by filing notice
thereof with the court;

(C) every statutory lien 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 subdivi-
sion.

(2) The Court may, on due notice, order any
of the aforesaid liens invalidated against the
trustee to be preserved for the benefit of the
estate and in that event the lien shall pass to
the trustee. A lien not preserved for the benefit
of the estate but invalidated against the trustee
shall be invalid as against all liens indefeasible
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in bankruptcy, so as to have the effect of pro-
moting liens indefeasible in bankruptcy which
would otherwise be subordinate to such invali-
dated lien. Claims for wages, taxes, and rent se-
cured by liens hereby invalidated or preserved
shall be respectively allowable with priority and
restricted as are debts therefor entitled to pri-
ority under clauses (2), (4), and (5) of subdivi-
sion (a) of section 104 of this title, even though
not otherwise granted priority.

(3) Every tax lien on personal property not
accompanied by possession shall be postponed
in payment to the debts specified in clauses (1)
and (2) of subdivision (a) of section 104 of this
title. Where such a tax lien is prior in right to
liens indefeasible in bankruptcy, the court shall
order payment from the proceeds derived from
the sale of the personal 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 indefeasi-
ble liens and the cost of the sale, the excess up
to the amount of the difference between the
total paid 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 section 93 of this title is secured
by a lien, the portion of the lien securing such
penalty shall not be eligible for preservation
under this subdivision.

(5) This subdivision shall not apply to liens
enforced by sale before the filing of the peti-
tion, nor to liens against property set aside to
the bankrupt as exempt, nor to liens against
property abandoned by the trustee or unadmin-
istered 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 di-
recting that bankruptcy be proceeded with.

(d)(1) For the purposes of, and exclusively ap-
plicable to, this subdivision: (a) “Property” of a
debtor shall include only his nonexempt prop-
erty, (b) “debt” is any legal liability, whether
matured or unmatured, liquidated or unliqui-
dated, absolute, fixed, or contingent; (c) “credi-
tor” is a person in whose favor a debt exists; (d)
a person is “insolvent” when the present fair
salable value of his property is less than the
amount required to pay his debts; and to deter-
mine whether a partnership is insolvent, there
shall be added to the partnership property the
present fair salable value of the separate prop-
erty of each general partner in excess of the
amount required to pay his separate debts, and
also the amount realizable on any unpaid sub-
scription 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 property or obligation is received in good
faith 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.
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(2) Every transfer made and every obligation
incurred 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 creditors existing at the time of such
transfer or obligation, if made or incurred with-
out fair consideration by a debtor who is or will
be thereby rendered insolvent, 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 is
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 (c) as to then ex-
isting and future creditors, if made or incurred
without fair consideration by a debtor who in-
tends to incur or believes that he will incur
debts beyond his ability to pay as they mature;
or (d) as to then existing and future creditors,
if made or incurred with actual intent as distin-
guished from intent presumed in law, to hinder,
delay, or defraud either existing or future
creditors.

(3) Every transfer made and every obligation
incurred by a debtor who is or will thereby be
rendered 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 incurred in contemplation of the filing
of a petition initiating a proceeding under this
title by or against the debtor or in contempla-
tion of liquidation of all or the greater portion
of the debtor’s property, with intent to use the
consideration obtained for such transfer or ob-
ligation 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 ob-
ligation, at the time of such transfer or obliga-
tion, 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 cumulative: Provided, how-
ever, 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 year prior to the filing of a petition
initiating a proceeding under this title by or
against the partnership, when the partnership
is insolvent or will be thereby rendered insol-
vent, is fraudulent as to partnership creditors
existing at the time of such transfer or obliga-
tion, without regard to actual intent if made or
incurred (a) to a partner, whether with or with-
out a promise by him to pay partnership debts,
or (b) to a person not a partner without fair
consideration to the partnership as distin-
guished from consideration to the individual
partners.

(5) For the purposes of this subdivision, a
transfer 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
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is not so perfected prior to the filing of the pe-
tition initiating a proceeding under this title, it
shall be deemed to have been made immediate-
ly 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, except as to a bona fide
purchaser, lienor, or obligee for a present fair
equivalent value: 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 suc-
ceed to and may enforce the rights of such
transferee or obligee: And provided further,
That such purchaser, lienor, or obligee, who
without actual fraudulent intent has given a
consideration less than fair, as defined in this
subdivision, for such transfer, lien, or obliga-
tion, may retain the property, lien, or obliga-
tion as security for repayment.

(7) 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 avoid-
ance under this section, where plenary proceed-
ings are necessary, any State court which would
have had jurisdiction if bankruptcy had not in-
tervened and any court of bankruptcy shall
have concurrent jurisdiction.

(£)(1) For the purposes of, and exclusively ap-
plicable to, this subdivision (a) ‘“debtor” shall
mean a face-amount certificate company as de-
fined in section 80a-4 of title 15; (b) “face-
amount certificate” shall mean a face-amount
certificate as defined 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 is transferred, in trust or otherwise, pur-
suant to the requirements of a State law or an
agreement by the debtor providing for the dis-
tribution of such property or its proceeds to
creditors or security holders of the debtor in
the event of the insolvency of the debtor or
under other specified circumstances; (d) ‘“depos-
it creditor” is a creditor who, under the provi-
sions of a State law or agreement providing for
a deposit with or transfer to a depositary, has
rights as to the securities or property so depos-
ited or transferred which exceed the rights of a
general creditor; and (e) “State agency” is an
official or agency of a State designated to act as
depositary or to distribute property or the pro-
ceeds 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 holder 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 proper-
ty of the estate is insufficient for the full pay- -
ment and discharge of all claims on account of
all face-amount certificates sold by or on behalf
of the debtor, and such deposit or transfer.and
every lien created thereby shall thereupon be
avoided by the trustee subject to the provisions
of paragraph (3) of this subdivision.
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(3) In the event any deposit or transfer de-
scribed in paragraph (2) of this subdivision
shall be avoided the trustee shall segregate the
property received by the trustee from the depo-
sitary and charge the same with the costs and
expenses of maintenance and liquidation and
distribute the net proceeds thereof to the credi-
tors who would have been entitled thereto
under the provisions of the law or agreement
providing for the deposit or transfer of the
property and each such creditor shall there-
after be entitled to dividends from the estate
only after all creditors of the same rank shall
have received the same percentage.

(4) The court shall have summary jurisdiction
of any proceedings to hear and determine the
rights of any parties under this subdivision and
to hear and determine the sufficiency of the
property of the estate 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 hearing in such pro-
ceedings shall be given to every depositary and
State agency which is a party in interest.

(5) Where the provisions of subsection (¢) of
section 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 7, 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—Subd. (b). Pub. L. 89-495, §3, inserted “and
except as otherwise provided in subdivision (c) of this
section”, deleted “landlords,” following ‘‘mechanics,”
and deleted last sentence providing that statutory
liens may be valid, even though not perfected before
bankruptey, where Federal or State laws providing for
such liens require such liens. to be perfected, if perfect-
ed within the time permitted by and in accordance
with the requirements of such Federal or State laws,
except that if such laws require the liens to be perfect-
ed by the seizure of property, they shall instead be
perfected by filing notice thereof with the court, now
incorporated in subsec. (¢)X(1XB) of this section.

Subd. (c¢). Pub. L. 89-495, § 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 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, in
par. (1)(B) every statutory lien 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 last sentence of subd. (b) into
the two provisos of such par. (1X(B)) and statutory
liens for rent and liens of distress for rent, whether
statutory or not (adding the definition of right of dis-
tress for rent) whereas former provisions had also in-
validated statutory liens for rent unaccompanied by
possession or distraint but common law or statutory

'So in original. Reference would seem to be to
subsec. (c) of sec. 28 of the Bankruptcy Act, constitut-
ing section 51 of this title. However, since that section
contains no subsec. (¢) and relates to different subject
matter, reference to section 80a-28 of Title 15, Com-
merce and Trade, was probably intended, that being
section 28 of the Investment Company Act of 1940,
. which enacted subdivision (f) of this section.
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liens of distress for rent were postponed and restricted
where accompanied by an actuai ievy of distraint or
possession in the lienor; incorporated existing last sen-
tence in par. (2) (adding the remainder thereto); incor-
porated existing provisions of par. (1) in the first sen-
tence of par. (3) (adding the remainder thereto); added
the provisions of par. (4); and incorporated existing
provisions in par. (5) (making the subd. additionally
inapplicable to liens against property set aside to the
bankrupt as exempt or to liens against property aban-
doned by the trustee or unadministered in bankruptcy
for any reason.

1952—Subd. (a). Act July 7, 1952, § 21(a), (b), substi-
tuted “initiating a proceeding under this title” in lieu
of “in bankruptcy or of an original petition under
chapters 10, 11, 12 or 13 of this title” wherever appear-
ing in paragraphs (1) and (2).

Subd. (b). Act July 7, 1952, § 21(c), substituted “initi-
ating a proceeding under this title” in lieu of “in bank-
ruptcy or of an original petition under chapters 10, 11,
12 or 13 of this title”.

Subd. (c). Act July 7, 1952, § 21(d), substituted “initi-
ating a proceeding under this title” in lieu of “in bank-
ruptcy or of an original petition under chapters 10, 11,
12 or 13 of this title” and provided that the restricta-
ble excess of the lien may be effected for the benefit
of the estate.

Subd. (dX2). Act July 7, 1952, §21(e), substituted
“initiating a proceeding under this title”, in lieu of “in
bankruptcy or of an original petition under chapters
10, 11, 12 or 13 of this title”.

Subd. (d)3). Act July 7, 1952, § 21(f), substituted
“initiating a proceeding under this title” for “in bank-
ruptey or of an original petition under chapters 10, 11,
12 or 13 of this title” and to clarified fraudulent trans-
fers made with intent to use the consideration to
effect a voidable preference.

Subd. (d)X4). Act July 7, 1952, §21(g), substituted
“initiating a proceeding under this titie” for “in bank-
ruptcey or of an original petition under chapters 11 or
12 of this title”.

Subd. (d)(5). Act July 7, 1952, § 21(h), substituted
“initiating a proceeding under this title” in lieu of “in
bankruptcy or of an original petition under chapters
11 or 12 of this title” and deleted “and no creditor”
following “from the debtor”.

Subd. (d)(6). Act July 7, 1952, § 21(i), inserted first
proviso.

1940—Subd. (f). Act Aug. 22, 1940, added subd. (f). It
was enacted as part of the Investment Company Act
of 1940, section 80a-1 et seq. of Title 15, Commerce
and Trade.

1938—Section was amended generally by act June
22, 1938.

1934—Subd. (f) amended generally by act June 7,
1934.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a note under section 1 of this title.

EFFECTIVE DATE oF 1940 AMENDMENT

Effective date of act Aug. 22, 1940, see section 80a-52
of Title 15, Commerce and Trade.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section i of this
title.

CROSS REFERENCES

Avoidance of preferences by trustee, see section 96
of this title.

Definitions, “Creditor”, “Debt”, “Insolvent”, ‘““Trans-
fer”, see section 1 of this title.

Exercise of ancillary jurisdiction, see section 11 of
this title.
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Fraud as affecting right to discharge, see section 32
of this title.

Lien through legal proceeding as act of bankruptcy,
see section 21 of this title.

Plenary jurisdiction, see section 46 of this titie.

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 of this title.

Summary jurisdiction generally, see section 46 of
this title.

Transfer of property fraudulently as act of bank-
ruptcy, see section 21 of this title.

Trustee having powers of creditor holding lien, see
section 110 of this title.

Valid liens payable in ancillary jurisdiction, see sec-
tion 11 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 21, 46, 104, 405
of this title; title 26 section 7430.

§ 108. Set-offs and counterclaims

(a) In all cases of mutual debts or mutual
credits between the estate of a bankrupt and a
creditor 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 al-
lowed in favor of any debtor 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 trons-
ferred to him after the filing of the petition or
within four months before such filing with a
view to such use and with knowledge or notice
that such bankrupt was insolvent or had com-
mitted an act of bankruptcy.

(July 1, 1898, ch. 541, § 68, 30 Stat. 565; June 22,
1938, ch. 575, § 1, 52 Stat. 878.)

AMENDMENTS

1938—Subd. (b). Act June 22, 1938, inserted “and al-
lowable under subdivision (g) of section 93 of this
title” in clause (1).

EFFECTIVE DATE AND CONSTRUCTION OF 1938
AMENDMENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES
Debts provable in bankruptcy, see section 103 of this
title.
Proof and allowance of claims, see section 93 of this
title.

FEDERAL RULES OF CIVIL PROCEDURE

Counterclaims, see rule 13, Title 28, Appendix, Judi-
ciary and Judicial Procedure.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 15 sections 78fff,
1845.

§ 109. Taking possession 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 ap-
plicant shall file in the same court a bond in
such amount as the court shall fix, with such
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surety as the court shall approve, conditioned
to indemnify the bankrupt for such costs, coun-
sel fees, expenses, and damages as may be occa-
sioned by such seizure, taking, and detention of
such property: Provided, That such property
shall be released, if the hankrupt 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, conditioned that he ac-
count for and turn over such property or pay
the value thereof in money at the time of sei-
zure to the trustee, in the event the adjudica-
tion is made.

(b) If the petition for adjudication be dis-
missed, or withdrawn by the petitioners, the
court shall fix and allow to the bankrupt, to be
paid by the obligors on such bond, the costs,
counsel fees, expenses and damages occasioned
by such seizure, taking or detention of his prop-
erty, in the manner provided by subdivision (n)
of section 78 of this title.

(c) The judge of any court of bankruptcy
which has jurisdiction over a bankrupt’s prop-
erty within its territorial limits may, in aid of a
receiver appointed in a bankruptcy proceeding
pending in any other court of bankruptcy, ap-
point for cause shown one or more ancillary re-
ceivers. The primary receiver or, if there be
more than one primary receiver, then at least
one of them, shall be appointed the ancillary
receiver, or, if more than one is appointed, one
of the ancillary receivers. Ancillary receivers
shall be subject to the jurisdiction of the ancil-
lary court, which shall determine and may
allow their costs, expenses, and compensation
in like manner as provided in the case of receiv-
ers.

(d) Upon the filing of a petition under this
title, a receiver or trustee, appointed in pro-
ceedings not under this title, of any of the
property of a bankrupt, an assignee for the
benefit of creditors of a bankrupt, or an agent
authorized to take possession of or to liquidate
any of the property of a bankrupt shall be ac-
countable to the bankruptcy court, in which
the proceeding under this title is pending, for
any action taken by him subsequent to the
filing of such bankruptcy petition, and shall
file in such bankruptcy court a sworn schedule
setting forth a summary of the property in his
charge and of the liabilities of the estate, both
as.of the time of and since becoming receiver,
trustee, assignee, or agent, and a sworn state-
ment of his administration of the estate. Such
receiver, trustee, assignee, or agent, with knowl-
edge of the filing of such bankruptcy proceed-
ing, shall not make any disbursements or take
any action in the administration of such prop-
erty 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 17, 1952, ch.
579, § 22, 66 Stat. 429.)

AMENDMENTS

1952—Subd. (d). Act July 7, 1952, conformed the
scope of this section to that of section 11(21) of this
title.

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

Subds. (b) to (d). Act June 22, 1938 added subds. (b)
to (d).
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EFFECTIVE DATE OF 1952 AMENDMENT
Amendment by act July 7, 1952 effective 3 months

after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Accounts and papers of receivers, see section 77 of
this title.

Bond of receiver, see section 78 of this title.

Compensation of receivers, see section 76 of this
title.

Delivery of property by receivers, see section 11 of
this title.

Jurisdiction to appoint receivers, see section 11 of
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 filing
of the petition initiating a proceeding under
this title, except insofar as it is to property
which is held to be exempt, to all of the follow-
ing kinds of property wherever located (1) doc-
uments relating 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 prosecute the ap-
plication to allowance or rejection, the bank-
rupt may apply to the court for an order revest-
ing 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 ap-
plicant may, in any event, at any time petition
the court to be revested with such title in case
the trustee shall fail to prosecute such applica-
tion with reasonable diligence; and the court,
upon revesting the bankrupt with such title,
shall direct the trustee to execute proper in-
struments of transfer to make the same effec-
tive in law and upon the records; (3) powers
which he might have exercised for his own
benefit, but not those which he might have ex-
ercised solely for some other person; (4) proper-
ty transferred by him in fraud of his creditors;
(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, im-
pounded, 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
trustee unless by the law of the State such
rights of action are subject to attachment, ex-
ecution, garnishment, 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
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cash surrender value payable to himself, his
estate, or personal representatives, he may,
within thirty days after the cash surrender
value has been ascertained and stated to the
trustee by the company issuing the same, pay
or secure to the trustee 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, oth-
erwise the policy shall pass to the trustee as
assets; (6) rights of action arising upon con-
tracts, or usury, or the unlawful taking or de-
tention of or injury to his property; (7) contin-
gent remainders, executory devises and limita-
tions, rights of entry for condition broken,
rights or possibilities of reverter, and like inter-
ests in real property, which were nonassignable
prior to bankruptcy and which, within six
months thereafter, become assignable interests
or estates or give rise to powers in the bankrupt
to acquire assignable 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 bankruptcy by bequest, devise or inheri-
tance shall vest in the trustee and his successor
or successors, if any, upon his or their appoint-
ment 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 bank-
ruptcy an estate or interest by the entirety and
which within six months after bankruptcy be-
comes transferable in whole or in part solely by
the bankrupt shall, to the extent it becomes so
transferable, vest in the trustee and his succes-
sor or successors, if any, upon his or their ap-
pointment and qualification, as of the date of
bankruptcy.

The title of the trustee shall not be affected
by the prior possession of a receiver or other of-
ficer of any court.

(b) The trustee shall assume or reject an ex-
ecutory contract, including an unexpired lease
or real property, within sixty days after the ad-
judication or within thirty days after the quali-
fication 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 ap-
pointed, any such contract or lease shall be
deemed to be rejected within thirty days after
the date of the order directing that a trustee be
not appointed. A trustee shall 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 un-
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expired leases of real property, and which, if
any, have been rejected by the trustee. Unless a
lease of real property expressly otherwise pro-
vides, a rejection of the lease or of any cov-
enant 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 pre-
vent the trustee from assuming the same at his
election and subsequently assigning the same;
but an express covenant that an assignment by
operation of law or the bankruptcy of a speci-
fied party thereto or of either party shall ter-
minate the lease or give the other party an
election to terminate the same is enforcible.* 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 hear-
ing upon notice to the other party to the con-
tract or lease, assigns the contract or lease to a
third person, is not liable for breaches occur-
ring after the assignment.

(¢) The trustee may have the benefit of all
defenses available to the bankrupt as against
third persons, including statutes of limitations,
statutes of frauds, usury, and other personal
defenses; and a waiver of any such defense by
the bankrupt after bankruptcy shall not bind
the trustee. The trustee shall have as of the
date of bankruptcy the rights and powers of:
(1) a creditor who obtained a judgment against
the bankrupt upon the date of bankruptcy,
whether or not such a creditor exists, (2) a
creditor who upon the date of bankruptcy ob-
tained an execution returned unsatisfied
against the bankrupt, 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 property, wheth-
er or not coming into possession or control of
the court, upon which a creditor of the bank-
rupt upon a simple contract could have ob-
tained such a lien, whether or not such a credi-
tor exists. If a transfer is valid in part against
creditors whose rights and powers are conferred
upon the trustee under this subdivision, it shall
be valid to a like extent against the trustee. In
cases where repugnancy or inconsistency exists
with reference to the rights and powers in this
subdivision conferred, the trustee may elect
which rights and powers to exercise with refer-
ence to a particuiar party, a particular remedy,
or a particular transaction, without prejudice
to his right to maintain a different position
with reference to a different party, a different
remedy, or a different transaction.

(d) After bankruptcy and either before adju-
dication or before a receiver 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
person 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 consideration actually paid there-
for, for which amount the transferee shall
have a lien upon the property so transferred;

tSo in original. Probably should read ‘‘enforceable”.
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(2) A person indebted to the bankrupt or
holding property of the bankrupt may, if
acting in good faith, pay such indebtedness or
deliver such property, or any part thereof, to
the bankrupt 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 believe that the petition in bankrupt-
cy 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;

() A person asserting the validity of a
transfer under this subdivision shall have the
burden of proof. Except as otherwise pro-
vided in this subdivision and in subdivision (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 this title
shall impair the negotiability of currency or
negotiable instruments.

(e)(1) A transfer made or suffered or obliga-
tion incurred by a debtor adjudged a bankrupt
under this title which, under any Federal or
State law applicable thereto, is fraudulent as
against or voidable 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 obligation 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 pre-
served 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 reclaim and recover such
property or collect its value from and avoid
such transfer or obligation against whoever
may hold or have received it, except a person as
to whom the transfer or obligation specified in
paragraph (1) of this subdivision is valid under
applicable Federal or State laws.

(3) For the purpose of such recovery or of the
avoidance of such transfer or obligation, where
plenary proceedings are necessary, any State
court which would have had jurisdiction if
bankruptcy had not intervened and any court
of bankruptcy shall have concurrent jurisdic-
tion.

(f) The court shall appoint a competent and
disinterested appraiser and upon cause shown
may appoint additional appraisers, who shall
appraise all the items of real and personal prop-
erty belonging to the bankrupt estate and who
shall prepare and file 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 other-
wise than subject to the approval of the court
for less than 75 per centum of its appraised
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value. Whenever a sale of real or personal prop-
erty of a bankrupt is made by or through an
auctioneer employed by the court, receiver, or
trustee, the auctioneer must be a duly licensed
or authorized auctioneer in the place where the
sale is to be conducted.

(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. )

(i) Upon the confirmation of an arrangement
or plan, or at such later time as may be pro-
vided 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 arrange-
ment 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. (c). Pub. L. 89-495 inserted clauses (1)
and (2) granting the trustee as of the date of bank-
ruptcy the rights and powers of a creditor who ob-
tained a judgment 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 ob-

tained an execution returned unsatisfied, against the
bankrupt, whether or not such a creditor exists, desig-
nated existing provisions as clause (3), inserting there-
in language respecting status of a creditor of the bank-
rupt upon a simple contract, recognized certain trans-
fers, valid against creditors, as valid against trustees,
and authorized the trustee to take repugnant or incon-
sistent positions in exercising rights and powers with
reference to particular parties, particular remedies, 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 trust-
ee when it is later than sixty days after the adjudica-
tion, eliminated from the provision deeming an execu-
tory contract or lease not assumed or rejected as re-
jected the clause “whether or not a trustee has been
appointed or has qualified”, inserted provision deem-
ing an executory contract or lease to be rejected
within thirty days after date of order directing a trust-
ee not to be appointed and authorized the trustee to
file a statement under oath concerning executory and
rejected contracts within thirty days after the quakhfi-
cation of the trustee when it is later than sixty days
after the adjudication.

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
be conducted for former provision that the auctioneer,
if an individual or a partnership, be a bona fide resi-
dent and citizen of the judicial 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) to (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. (c¢). Act July 7, 1952, § 23(e), clarified the fact
that a trustee has the rights of a lien creditor upon
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property in which the bankrupt has an interest or as
to which the bankrupt may be the ostensible owner.

Subd. (e)(2). Act Juiy 7, 1952, § 23(f), provided that a
transfer or obligation which is void or voidable against
the trustee may be preserved for the benefit of the
estate.

Subd. (h) repealed by act July 7, 1952, § 23(g).

1950—Subd. (c). Act Mar. 18, 1950, placed the trustee
in bankruptcy in the position of a lien creditor with
respect to all of the bankrupt’s property.

1938—Subd. (a) amended by act June 22, 1938.
Clauses (7) and (8) added. Clauses (2), (3), (5), and (6)
amended. Clauses (1) and (4) reenacted without
change.

Subds. (b) to (d) added by act June 22, 1938.

Subds. (e), (f), (h), and (i), formerly (e), (b), (d), and
(f), respectively, amended by act June 22, 1938.

Subd. (g), formerly (c¢), reenacted without change by
act June 22, 1938.

1926—Subd. (a)(2). Act May 27, 1926, added “and in
applications for patents, copyrights, and trademarks”
and the proviso following such words.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a note under section 1 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
AMENDMENT

Effective date and construétion of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

REPEALS; SEPARABILITY PROVISIONS OF 1950
: AMENDMENT

For repeals and separability provisions of act Mar.
18, 1950, see note set out under section 96 of this title.

EFFECT OF 1950 AMENDMENT

For effect of act Mar. 18, 1950, see note set out
under section 96 of this title.

CROSs REFERENCES

Ancillary jurisdiction, see section 11 of this title.

Appointment of trustee, see section 72 of this title.

Compensation of trustee, see sections 76 and 112 of
this title.

Date of bankruptcy defined, see section 1 of this
title.

Debts dischargeable in bankruptcy, see section 35 of
this title.

Duties of trustee generally, see section 75 of this
title.

Execution of transfers of property in foreign coun-
tries, see section 25 of this title.

Exempt property, see section 24 of this title.

Jurisdiction and powers of court generally, see sec-
tion 11 of this title,

Liens and fraudulent transfers, see section 107 of
this title.

Notice of proposed sales of property, see section 94
of this title.

Preferred credlters, see section 96 of this title.

Qualifications of trustees, see section 73 of this title.

Suits by and against bankrupts, see section 29 of this
title.

Title of trustee— .

Corporate reorganization, see section 586 of this
title.
Real property arrangement, see section 841 of this
title.
Voidable preferences, see section 96 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 21, 46, 107, 405,
502, 1002 of this title.
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§ 111. Clerks’ indexes; certificates of search; dockets

The clerks of the several district courts of the
United States shall prepare and keep in their
respective offices until no longer needed in con-
ducting current business complete and conve-
nient indexes of all proceedings and discharges
under this title heretofore or hereafter filed 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 dis-
charges have been filed. The clerks shall be en-
titled to receive for such certificates the same
fees as may be allowed by law for certificates as
to judgments in such courts. Such indexes and
dockets shall at all times be open to inspection
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

1951—Act Oct. 25, 1951, inserted “until no longer
needed in conducting current business’.

1938—Act June 22, 1938, amended section generally
and, among other changes, substituted ‘‘under this
title heretofore or hereafter filed in said courts” for
“in bankruptcy filed prior to July 1, 1898, or there-
after filed in said courts” in the last sentence thereof
and “to receive for such certificates the same fees as
may be allowed by law for certificates as to judgments
in such courts” for “to charge and collect for such cer-
tificates the same fees as allowed by law on February
5, 1903, for certificates as to judgments in said courts”
after “shall be entitled” in the second sentence there-
of.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
MENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

District court fees generally, see section 1914 of Title
28, Judiclary and Judlcial Procedure.

Duties of clerks generally, see section 79 of this title.

Management and disposition of records, see chapters
29 and 31 of Title 44, Public Printing and Documents.

§ 112. Limitation of compensation of officers of court

No receiver, marshal, or trustee shall 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 ex-
pressly authorized and prescribed in this title.

No referee shall receive any compensation for
his services under this title other than his
salary; and allowances made to a referee for
compensation or expense while acting as a con-
ciliation commissioner under section 203 of this
title, or as a referee or special master under any
chapter or section of this title, shall be paid to
the clerk, and by him transmitted to the Trea-
sury of the United States for deposit in the ref-
erees’ 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,
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ch. 512, § 13, 60 Stat. 330; July 28, 1959, Pub. L.
86-110, § 4, 73 Stat. 260.)

AMENDMENTS

1959—Pub. L. 86-110 substituted “referees’ salary
and expense fund” for “referees’ salary fund and ref-
erees’ expense fund, respectlvely’’ in second par.

1946—Act June 28, 1946, added second paragraph
which reiterates that salaries of referees shall be full
compensation and that any other compensation or ex-
penses allowances received while acting as a concilia-
tion commissioner, referee, or special master shall be -
covered into the Treasury.

1938—Act June 22, 1938 substituted “No” for ‘‘Nei-
ther the” at the beginning of the sentence and added
“as required by this title” following “his services” in
the first paragraph thereof.

EFFECTIVE DATE OF 1959 AMENDMENT

For effective date of amendment by Pub. L. 86-110,
see section 8 of Pub. L. 86-110, set out as a note under
section 68 of this title.

EFFECTIVE DATES, REPEALS, ETC., OF 1946 AMENDMENT

Effective date, repeals, saving provisions, and effect
of catchlines of act June 28, 1946, see sections 18 and
19 of act June 28, 1946, set out as notes under section
62 of this title.

EFFECTIVE DATE AND CONSTRUCTION OF 1938
MENT

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Compensation of —
Referees generally, see section 68 of this title.
Trustees, receivers, and marshais, see section 76 of
this title.

CHAPTER 8—PROVISIONS FOR THE RELIEF
OF DEBTORS

Sec.

201, 202. Transferred.

202a. Personal representatives.

203, 203a. Omitted.

204. Repealed.

205. Reorganization of railroads engaged in inter-

state commerce.

(a) Petition for reorganization by railroad,
subsidiary or credltors; venue; pro-
ceedings thereon; jurisdlction of court
over debtor and property.

(b) Plan of reorganization, contents; ‘‘secu-
rities”, *“stockholders”, ‘“creditors”,
“claims” defined; suspension of stat-
utes of limitation.

Proceedings after approval of petition;

orders of State regulatory bodies.

(d) Time for filing plan of reorganization;
hearings by Commission; certification
of approval to court.

(e) Court hearing after approval by Com-
mission; acceptance of plan by credi-
tors and stockholders; confirmation of
plan by court; valuation of property.

(f) Binding effect of confirmation; dis-

charge of debtor from liabilities; issu-
ance of securities.

Dismissal of proceedings because of

undue delay in reorganization.

(h) Revenue acts inapplicable to issuance,
ete., of securities.

(i) Transfer of title between receivers and
trustees or to debtor; “Federal court”
defined.

~

(c

~

(g



"§§ 201, 202

Sec.

) (j) Restraining or staying commencement
or continuation of proceedings against
debtor; removal of causes; owners’
rights to equipment leased or condi-
tionally sold unaffected.

(k) Certified copy of order confirming plan
or directing conveyance of property as
evidence.

(1) Jurisdiction of court, duties of debtor
and rights of creditors same as in vol-
untary bankruptcy.

(m) “Railroad corporation”
defined.

(n) Claims of employees for personal injur-
ies and ciaims of sureties as preferred
claims; change in wages or working
conditions regulated; moving shops,
etc., regulated.

(0) Abandonment or sale of lines or proper-
ty.

(p) Solicitation of proxies or authorizations.

(q) Application of law granting powers to
Commission.

(r) Separability clause.

(s) Pending proceedings as governed by
amendment of section.

205a. Removal to district court on ground of reorgani-

zation.

Transferred.

Transferred.

Petition subsequent to certification of reorgani-

zation plan.

(a) Duty of Commission to report changes,
developments, etc.,, to court; remand
of plan to Commission; procedure of
subsequent proceedings; referral of pe-
tition.

(b) Supplemental report and order of Com-
mission; certification of modified plan;
transcript of proceeding denying
modification; review by court.

§8§ 201, 202. Transferred

CODIFICATION

Section 201, act July 1, 1898, ch. 541, § 73, as added
by act Mar. 3, 1933, ch. 204, § 1, 47 Stat. 1467, and sec-
tions 30, 31, 202, 206, 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,
Chandier Act.

Section 202, act July 1, 1898, ch. 541, § 74, as added
by act Mar. 3, 1933, ch. 204, §1, 47 Stat. 1467, and
amended by acts June 7, 1934, ch. 424, § 2, 48 Stat. 922;
May 15, 1935, ch. 114, § 2, 49 Stat. 246, and sections 30,
31, 201, 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, Chan-
dler Act. '

Effective date and construction of act June 22, 1938,
see note under section 1 of this title.

and ‘“person”

206.
201.
208.

DISTRIBUTION

Subject matter of the various subdivisions compris-
ing section 202 were distributed by act June 22, 1938,
as follows:

Section 202, subdivisions: Present sections
a...707, 722 to 725, 753, 806, 822 to 826, 858, 1006, and
1023 to 1025

b 732, 733, 7317, 743, 837(1), and 845
c 734, 735, 834, 835, and 1032
d 713, 736, 738, 813, 836, and 1033
[ RRNN 7317, 161, 762, 837, 866, 868, and 1052
f 737(3), 837(3), and 1033
- S 766, 867, 872, 1051, 1056(a), and 1056(b)
h 756, 757, 861, 1037, and 1046

i 767, 873, and 1057
Jerrenrreseienniianne 755, 767, 768, 872, 873, 1058, and 1059
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Present sections
...786, 911, and 1071
| RN 1727, 776, 777, 178, 179, 827, 881, 882, and 884
m...T11, 712, 716, 741, 752, 778, 811, 812, 816, 843, 857,

883, 906, 907, 1011, 1012, 1016, 1036, and 1041

Section 202, subdivisions:

n 714, 814, and 1014
4] 731, 831, and 1031
p 779 and 884

SaviNGgs CLAUSE

Continuance of sections 201 and 202 in force with re-
spect to certain proceedings, see sections 799, 926, and
1086 of this title.

§ 202a. Personal representatives

Section 202 of this title shall include the per-
sonal representative of a deceased individual
for the purpose of effecting settlement or com-
position with the creditors of the estate: Pro-
vided, however, That such personal representa-
tive shall first obtain the consent and authority
of the court which has assumed jurisdiction of
said estate to invoke the relief provided by this
title.

(June 7, 1934, ch. 424, § 2, 48 Stat. 922.)

REFERENCES IN TEXT

Section 202 of this title, referred to in text, was
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, 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.

§§ 203, 203a. Omitted

CODIFICATION

Section 203, act July 1, 1898, ch. 541, § 75, as added
Mar. 3, 1933, ch. 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, 1935, ch. 792, §§1 to 6, 49 Stat.
942 to 945; Mar. 4, 1938, ch. 41, §§ 1, 2, 52 Stat. 84, 85;
June 22, 1938, ch. 575, § 2(b), 52 Stat. 939; Mar. 4, 1940,
ch. 39, §§ 1, 2, 54 Stat. 40; Mar. 11, 1944, ch. 87, 58 Stat.
113; June 3, 1946, ch. 280, 60 Stat. 230; Apr. 21, 1948,
ch. 225, 62 Stat. 198, related to agricultural composi-
tions and extensions, and is omitted since the time for
filing a petition under this section expired Mar. 1,
1949.

Section 203a, act June 7, 1934, ch. 424, §6, 48 Stat.
924, granted franking privileges to conciliation com-
missioners appointed under section 203 of this title.

§ 204. Repealed. June 22, 1938, ch. 575, §4, 52 Stat.
940 ’

Section, act July 1, 1898, ch. 541, § 76, as added Mar.
3, 1933, ch. 204, § 1, 47 Stat. 1474, and amended June 7,
1934, ch. 424, § 10, 48 Stat. 925, extended the extension
provisions of section 203 to persons secondarily liable
for debt.

Effective date and construction of repealing act, see
note under section 1 of this title.

§ 205. Reorganization of railroads engaged in inter-
state commerce

(a) Petition for reorganization by railroad, suhsidiary
or creditors; venue; proceedings thereon; jurisdic-
tion of court over debtor and property

Any railroad corporation may file a petition
stating 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
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shall be filed with the court in whose territorial
jurisdiction the corporation, during the preced-
ing 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-
merce Commission (hereinafter called the
“Commission”). When any railroad, although
engaged in interstate commerce, lies wholly
within one State, the proceedings shall 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 pe-
tition shall be accompanied by payment to the
clerk of a filing fee of $150. Upon the filing 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 dis-
missing it, if he is not so satisfied. If the peti-
tion 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 conferred by this section all the
powers, not inconsistent 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 purpose.
Process of the court shall extend to and be
valid when served in any judicial district. The
Supreme Court of the United States shall pro-
mulgate 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 jurisdic-
tion herein conferred upon them. The railroad
corporation shall be referred to in the proceed-
ings as a ‘“‘debtor”. Any railroad corporation the
majority of the capital stock of which having
power to vote for the election of directors is
owned, either directly or indirectly through an
intervening medium, by any railroad corpora-
tion 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 not so sat-
isfied, and thereupon the court, if it approves
the petition, shall have the same jurisdiction
with respect to such debtor, its property and its
creditors and stockholders, as the court has
with respect to the other debtor. Creditors: of
any railroad corporation, having claims aggre-
gating not less than 5 per centum of all the in-
debtedness of the corporation as shown in the
latest annual report which it has filed with the
Commission at the time when the petition is
filed, may, if the corporation has not filed a pe-
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tition 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 corpora-
tion and propose that it shall effect a reorgani-

zation; copies of the petition shall be filed at

the same time with the Commission and served

upon the corporation. The corporation shall,

within ten days after such servlce, answer the

petition. If the answer admits the jurisdiction

of the court and the material allegations of the

petition, the judge shall enter an order approv-

ing the petition as properly filed if satisfied

that it complies with this section and has been

filed in good faith, or dismissing it, if not so sat-

isfied. If the answer denies either the jurisdic-

tion of the court or any material allegation of

the petition, the judge shall summarily deter-

mine the issues presented by 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 com-

plies with this section and has been filed in

good faith, the judge shall enter an order ap-

proving the petition; otherwise, he shall dismiss

the petition. If such a petition is so approved,

the proceedings thereon shall continue with.

like effect as if the railroad corporation had

itself filed a petition under this section. If a pe-

tition is dismissed, neither the petition nor the

answer of a debtor constitute an act of bank-

ruptcy or an admission of insolvency or of in-

ability to meet maturing obligations or be ad-

missible in evidence, without the debtor’s con-

sent, in any bproceedings 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 subdivision (¢) of this sec-

tion, 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 material allegations of the petition

are sustained by the proofs, shall dismiss the

petition.

(b) Plan of reorganization, contents; ‘“securities,”
“stockholders,” “creditors,” *‘“claims” defined;
suspension of statutes of limitation

A plan of reorganization within the meaning
of this section (1) shall include provisions modi-
fying or altering the rights of creditors general-
ly, or of any class of them, secured or unse-
cured,.either through the issuance of new secu-
rities of any character or otherwise; (2) may in-
clude provisions modifying or altering the
rights of stockholders generally, or of any class
of them, either through the issuance of new se-
curities of any character, or otherwise; (3) may
include, for the purpose of preserving such in-
terests of creditors and stockholders as are not
otherwise provided for, provisions for the issu-
ance to any such creditor or stockholder of op-
tions or warrants to receive, 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
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for fixed charges (including fixed interest on
funded debt, interest on unfunded debt, amorti-
zation of discount on funded debt, and rent for
leased railroads) in such an amount that, after
due consideration of the probably prospective
earnings of the property in light of its earnings
experience and all other relevant facts, there
shall be adequate coverage of such fixed
charges by the probable earnings avaiiable for
the payment thereof; (5) shall provide adequate
means for the execution of the plan, which may
include 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 corporation or corporations, the reten-
tion of all or any part of the property by the
debtor, the sale of all or any part of the proper-
ty 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 of any liens, indentures, or other
similar interests, the curing or waiver of de-
faults, the extension of maturity dates of out-
standing 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
securities of either the debtor or any such
other corporation or corporations for cash, or
in exchange for existing securities, or in satis-
faction of claims or rights or for other appro-
priate 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’

whole or in part, including unexpired leases;
and may include any other appropriate provi-
sions not inconsistent with this section.

The adoption of an executory contract or un-
expired lease by the trustee or trustees of a
debtor shall not preclude a rejection of such
contract or lease in a plan of reorganization ap-
proved hereunder, and any ciaim resulting from
such rejection shall not have priority over any
other claims against the debtor because such
contract or lease had been previously adopted.
The term “‘securities” shall include evidences of
indebtedness either secured or unsecured,
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 “stockhold-
ers” shall include the holders of voting-trust
certificates. The term ‘‘creditors” shall include,
for all purposes of this section all holders of
ciaims of whatever character against the debtor
or its property, whether or not such claims
would otherwise constitute provable claims
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
liquidated or unliquidated, securities (other

than stock and option warrants to subscribe to

stock), liens, or other interests of whatever"

character. For all purposes of this section unse-
cured claims, which would have been entitled to
priority if a receiver in equity of the property
of the debtor had been appointed by a Federal
court on the day of the approval of the peti-
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tion, shall be entitled to such priority and the
holders of such claims shall be treated as a sep-
arate class or classes of creditors. In case an ex-
ecutory contract or unexpired lease of property
shall be rejected, or shall not have been adopt-
ed by a trustee appointed under this section, or
shall have been rejected 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 pur-
poses of this section be deemed to be a creditor
of the debtor to the extent of the actual
damage or injury determined in accordance
with principles obtaining in equity proceedings.
The provisions of section 96 of this title shall
apply to a proceeding under this section. For all
purposes of this section any creditor or stock-
holder 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 limi-
tation shall be suspended during the pendency
of a proceeding under this section.

(c) Proceedings after approval of petition; orders of

State regulatory bodies
After approving the petition:

(1) The judge shall forthwith (and in pend-
ing proceedings immediately upon August 27,
1935) require the debtor to give such notice as
the order may direct to the mortgage trust-
ees, creditors and stockholders, and to cause
publication thereof 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 shall
appoint one or more trustees of the debtor’s
property. Such appointments shall become ef-
fective upon ratification thereof by the Com-
mission without a hearing, unless the Com-
mission shall deem a hearing necessary.
Where a trustee is appointed who within one
year prior thereto has been an officer, direc-
tor, or empioyee of the debtor corporation,
any subsidiary corporation, or any holding
company connected therewith, the judge, sub-
ject to ratification by the Commission as
herein provided, shall appoint another trust-
ee or trustees who shall not have had any
such affiliations: Provided, That the appoint-
ment 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 trustee. He may thereafter ter-
minate any such appointments on cause
shown, and may in that event and in the
event of a vacancy froin any other cause, in
the manner and within the qualifications
herein provided for the appointment of trust-
ees, 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
confirm the appointment of such legal coun-
sel for the trustees as they shall select, with
power of removal. The trustee or trustees and
their counsel shall receive only such compen-
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sation from the estate of the debtor as the
judge may from time to time allow within
such maximum 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 exercise, sub-
ject to the control of the judge and consis-
tently with the provisions of this section, all
of the powers of a trustee appointed pursuant
to section 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 control of the judge and
the jurisdiction of the Commission as pro-
vided 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
trustee or trustees shall be subject to lawful
orders of State regulatory bodies of statewide
jurisdiction to the same extent as would the
debtor if a petition respecting it had not been
filed under subdivision (a) of this section
except that (A) any such order which would
require the expenditure, or the incurring of
an obligation for the expenditure, of money
from the debtor’s estate shall not become ef-
fective (a) unless the trustee or trustees, with
the approval of the court, shall consent there-
to, or (b) unless the Commission, upon appro-
priate 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 inter-
state 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 applicable
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 exercise all power consis-
tent with the provisions of this section, sub-
ject 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 fif-
teen days’ notice published in such manner
and in such newspapers as the judge may in
his discretion determine, which notice so de-
termined shall be sufficient, for cause shown,
and with the approval of the Commission, in
accordance with section 20a of title 49, as now
or hereafter amended, authorize the trustee
or trustees o issue certificates for cash, prop-
erty, or other consideration approved by the
judge, for such lawful purposes and upon
such terms and conditions and with such se-
curity and such priority in payments over ex-
isting obligations, secured or unsecured, or re-
ceivership charges, as might in an equity re-
ceivership be lawful. Where such certificates
are authorized to provide funds to pay for the
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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 property of the debtor and
shall be entitled to such priority in payments
over existing obligations, secured or unse-
cured, and receivership charges and present
or future duties, debts or taxes or other obli-
gations in favor of or payable to 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 oper-
ation as in the particular case the judge may
find equitable at the time of authorizing the
issuance of such certificates, regardless of
whether such obligations, charges, costs or
expenses, duties, debts, or taxes constitute or
are secured by liens on real or personal prop-
erty or shall have become payable before or
after the issuance of such certificates.

(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 of the schedules required by section 25 of
this title, to file with the court such schedules
and submit such other information as may be
necessary to disclose the conduct of the debt-
or’'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 all known bondholders
and creditors of the debtor, and the amounts
and character of their debts, claims, and secu-
rities, 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 business of each, which
lists the judge may require to be brought
down to date at any time. The contents of
such lists shall not constitute admissions by
the debtor or the trustees in a proceeding
under this section or otherwise.

(5) It shall be the duty of anyone having in-
formation as to the names and addresses of
the holders of any securities of the debtor to
divulge such information to the trustee or
trustees, upon written request therefor and,
upon petition' by any party in interest, and
after hearing, the judge may order the pro-
duction of any such information by anyone
having and refusing to divulge it to any trust-
ee, upon written request therefor. The judge
may direct that the cost of preparing such in-
formation 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 operation of such line, unless the
judge, upon the petition of the lessor, shall
decree after hearing that it would be imprac-
ticable and contrary to the public interest for
the lessor to operate the said line, in which
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event it shall be the duty of the lessee to con-
tinue operation on or for the account of the
lessor, until abandonment of such line is au-
thorized in accordance with the provisions of
section 1 of the Interstate Commerce Act [49
U.S.C. 1} or until such operation pursuant to
this paragraph is otherwise lawfully termi-
nated. During any such operation, the lessor
shall be deemed to be a carrier subject to all
applicable provisions of the Interstate Com-
merce Act, as amended, and shall be entitled
to receive just, reasonable, and equitable divi-
sions of rates, fares, 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 carriers, and the provi-
sions of section 15 (6) of the Interstate Com-
merce Act [49 U.S.C. 15(6)}1, as now or hereaf-
ter amended, shall apply to said divisions
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 creditors may be filed or evidenced and
after which no claim not so filed or evidenced
may participate except on order for cause
shown, the manner in which such claims may
be filed or evidenced 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 inter-
ests. Such division shall not provide for sepa-
rate classification unless there be substantial
differences in priorities, claims, or interests.
The trustee or trustees under any mortgage,
deed of trust, or indenture outstanding
against the property may, within the time
prescribed, 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 trust-
ees the representative or representatives of
such holders for the purpose of accepting or
rejecting any plan of reorganization.

(8) The judge shall cause reasonable notice
of the period in which claims may be filed, of
hearings on application for the dismissal of
the proceedings, 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
trustees, and may request the Commission
through such of its agencies as it may desig-
nate, to report to him any facts pertaining to
irregnlarities, fraud, misconduct, or 1nisman-
agement, as a consequence 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
accounts, in addition to the accounts pre-
scribed by the Commission, as will permit of
such a segregation and allocation, as the ne-
cessities of the case may require, of the earn-
ings and expenses between and to the divi-
sions and parts of the railroad or other prop-
erty of the debtor which are separately sub-
ject to the liens of the various mortgages or
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deeds of trust, or are separately subject to
lease, and may refer to the Commission for its
recommendations after hearings thereon if
the parties shall so request and/or the Com-
mission determine necessary or desirable, as
to the method or formula by which such seg-
regation 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 desig-
nate, of such data with reference to the prop-
erty, business, earnings, and corporate organi-
zation 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 purposes of the
preparation of reorganization plans, 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

.evidence of the facts therein stated in any

proceeding under this section. The actual cost
of preparing 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 allowance, to be paid out of the debt-
or’s estate, for the actual and reasonable ex-
penses (including reasonable attorney’s fees)
incurred in connection with the proceedings
and plan by parties in interest and by reorga-
nization managers and committees 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 in-
curred in connection with the proceedings
and plan and reasonable compensation for
services in connection therewith by trustees
under indentures, depositaries and such assis-
tants as the Commission with the approval of
the judge may especially employ. Appeals
from orders of the court fixing such
allowances may be taken to the court of ap-
peals 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 maximum allowances which may be al-
lowed by the court pursuant to the provisions
of paragraph (12) of this subdivision and,
after hearing if the Commission shall deem it
necessary, the maximum compensation which
may be allowed by the court pursuant to the
provisions of paragraph (2) of this subdivi-
sion.

(13) The judge may on his own motion or at
the request of the Commission refer any mat-
ters for consideration and report, either gen-
erally or upon specified issues, to one of sev-
eral special masters who shall have been pre-
viously designated to act as special masters in
any proceedings under this section by order
of any court of appeals and may .allow such
master a reasonable compensation for his ser-
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vices and actual and reasonable expenses.
The court of appeals of each circuit shall des-
ignate three or more members of the bar as
such special masters whom they deem quali-
fied for such services, and shall from time to
time revise such designations by changing the
persons designated or their number, as the
public interest may require: Provided, howev-
er, That there shall always be three of such
special masters qualified for appointment in
each circuit who shall hear any matter re-
ferred to them under this section by a judge
of any district court. The debtor, any creditor
or stockholder, or the duly authorized com-
mittee, attorney or agent of either or the
trustee or trustees of any mortgage, deed of
trust or indenture pursuant to which securi-
ties of the debtor are outstanding, shall have
the right to be heard on all questions arising
in the proceedings, and, upon petition there-
for and cause shown, any such person or any
other interested party may be permitted to
intervene. The judge may, after hearing,
make 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 to court
The debtor, after a petition is filed as pro-
vided 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 not thereafter unless such time is ex-
tended 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
also be filed with the Commission at the same
time. Such plans may likewise be filed at any
time before, or with the consent of the Com-
mission during, the hearings hereinafter pro-
vided for, by the trustee or trustees, or by or on
behalf of the creditors being not less than 10
per centum in amount of any class of creditors,
or by or on behalf of any class of stockholders
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 be prima
facie impracticable, shall, after due notice to all
stockholders and creditors given in such
manner as it shall determine, hold public hear-
ings, at which opportunity shall be given to any
interested party to be heard, and following
which 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 meet
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. In such report the Commission shall
state fully the reasons for its conclusions.

The Commission may thereafter, upon peti-
tion for good cause shown filed within sixty
days of the date of its order, and upon further
hearings if the Commission shall deem neces-
sary, in a supplemental report and order
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modify any plan which it has approved, stating
the reasons for such modification. The Com-
mission, if it approves a plan, shall thereupon
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 confirmed
by the judge in any proceeding under this sec-
tion unless the plan shall first have been ap-
proved by the Commission and certified to the
court.

(e) Court hearing after approval by Commission; ac-
ceptance of plan by creditors and stockholders;
confirmation of plan by court; valuation of prop-
erty

Upon the certification of a plan by the Com-
mission to the court, the court shall give due
notice to all parties 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 time as may be
fixed in said notice, detailed and specific objec-
tions in writing to the plan and their claims for
equitable treatment. The judge - shall, after
notice in such manner as he may determine to
the debtor, its trustee or trustees, stockholders,
creditors, and the Commission, 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 satisfied
that: (1) It complies with the provisions of sub-
division (b) of this section, is fair and equitable,
affords due recognition to the rights of each
class of creditors and stockholders, does not dis-
criminate unfairly in favor of any class of credi-
tors or stockholders, and will conform to the re-
quirements of the law of the land regarding the
participation of the various classes of creditors
and stockholders; (2) the approximate amounts
to be paid by the debtor, or by any corporation
or corporations acquiring the debtor’s assets,
for expenses and fees incident to the reorgani-
zation, have been fully disclosed so far as they
can be ascertained 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 administration
and all other allowances made or to be made by
the judge, except that allowances provided for
in paragraph (12) of subdivision (¢) of this sec-
tion, 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 opinion, stating his conclusions and
the reason therefor, and he shall enter an order

. in which he may either dismiss the proceedings,

or in his discretion and on motion of any party
in interest refer the proceedings 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 re-
ferred back to the Commission, it shall proceed
to a reconsideration of the proceedings under
the provisions of subdivision (d) of this section.
If the judge shall approve the plan, he shall file
an opinion, stating his conclusions and the rea-
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sons 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 re-
quirements. of subdivision (¢) of this section,
and to the stockholders of each class, and/or to
the committees or other representatives there-
of, for acceptance or rejection, within such time
as the Commission shall specify, together with
the report or reports of the Commission there-
on 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 neces-
sary 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 pay-
ment in cash to such class of stockholders of an
amount not less than the value of their equity,
if any, or (b) that the interests of such class of
stockholders will not be adversely and material-
ly affected by the plan, or (¢) that the debtor
has pursuant to authorized corporate action ac-
cepted the plan and its stockholders are bound
by such acceptance: Provided further, That sub-
mission to any class of creditors 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 in-
terests 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 section the acceptance or rejec-
tion by any creditor or stockholder shall be in
writing, executed by him or by his duly autho-
rized attorney, committee, or representative. If
the United States of America, or any agency
thereof, or any corporation (other than the Re-
construction Finance Corporation) the majority
of the stock of which is owned by the United
States of America, is a creditor or stockholder,
the interests or claims thereof shall 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 in respect of
the interests or claims of the United States or
of such agency or other corporation. The ex-
pense of such submission shall be certified by
the Commission and shall be borne by the debt-
or’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 satisfied that it has
been accepted by or on behalf of creditors of
each class to which submission is required
under this subdivision holding more than two-
thirds in amount of the total of the allowed
claims of such class which have been reported
in said submission as voting on said plan, and
by or on behalf of stockholders of each class to
which submission is required under this subdi-
vision holding more than two-thirds of the
stock of such class which has been reported in
said submission as voting on said plan; and that
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such acceptances have not been made or pro-
cured by any means forbidden by law: Provided,
That, if the plan has not been so accepted by
the creditors and stockholders, the judge may
nevertheless confirm the plan if he is satisfied
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 justified
in the light of the respective rights and inter-
ests of those rejecting it and all the relevant
facts; and that the plan conforms to the re-
quirements of clauses (1) to (3) of the first
paragraph 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 acceptance, certified
to the court, of a lesser amount by the Presi-
dent of the United States or the officer or
agency designated by him pursuant to the pro-
visions of the preceding paragraph hereof: Pro-
vided further, That if the President of the
United States or such officer or agency shall
fail to accept or reject such lesser amount for
more than ninety days after receipt of written
notice so to do from the court, accompanied 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 conclu-
sively presumed. If the judge shall confirm the
plan, he shall enter an order and file an opinion
with a statement of his conclusions and his rea-
sons therefor. If the judge shall not confirm
the plan, he shall file an opinion, with a state-
ment of his conclusions and his reasons there-
for, and enter an order in which he shall either
dismiss the proceedings, or, in his discretion
and on the motion of any party in interest,
refer the case back to the Commission for fur-
ther proceedings, including the consideration of
modifications of the plan or the proposal of
new plans. In the event of such a reference
back to the Commission, 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 here-
under.

If it shall be necessary to determine the value
of any property for any purpose under this sec-
tion, 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 consideration to
the earning power of the property, past, pre-
sent, and prospective, and all other relevant
facts. In determining such value only such
effect shall be given to the present cost of re-
production new and less depreciation and origi-
nal cost of the property, and the actual invest-
ment therein, as may be required 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 confirmation by the judge, the provi-

sions of the plan and of the order of confirma-
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tion shall, subject to the right of judicial
review, be binding upon the debtor, all stock-
holders thereof, including those who have not,
as well as those who have, accepted it, and all
creditors secured or unsecured, whether or not
adversely affected by the plan, and whether or
not their claims shall have been filed, and, if
filed, whether or not approved, including credi-
tors who have not, as well as those who have,
accepted it. Upon confirmation of the plan, the
debtor and any other corporation or corpora-
tions organized or to be organized for the pur-
pose of carrying out the plan, shall have full
power and authority to, and shall put into
effect and carry out the plan and the orders of
the judge relative thereto, under and subject 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 notwith-
standing. The property dealt with by the plan,
when transferred and conveyed to the debtor or
to the other corporation or corporations pro-
vided 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 stockhold-
ers and creditors, and the debtor shall be dis-
charged from its debts and liabilities, except
such as may consistently with the provisions of
the plan be reserved in the order confirming
the plan or directing such transfer and convey-
ance or retention, and the judge may require
the trustee or trustees 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 trans-
fer or conveyance, and may require the debtor
to join in any such transfer or conveyance
made by the trustee or trustees. Upon the ter-
mination of the proceedings a final decree shall
be entered discharging the trustee or trustees,
and making such provisions as may be equita-
ble, by way of injunction or otherwise, and clos-
ing the case. Upon confirmation of a plan the
Comimission shall, without further proceedings,
grant authority for the issue of any securities,
assumption of obligations, transfer of any prop-
erty, sale, consolidation or merger of the debt-
or’s property, or pooling of traffic, to the
extent contemplated by the plan and not incon-
sistent with the provisions and purposes of the
Interstate Commerce Act as now or hereafter
amended. The provisions of title I and of sec-
tion 5 of the Securities Act of 1933, as amended
{15 U.S.C. 77a et seq., and 77el, shall not apply
to the issuance, sale, or exchange of any of the
following securities, which securities and trans-
actions therein shall, for the purposes of said
Securities Act, be treated as if they were spe-
cifically mentioned in sections 3 and 4 of the
said Securities Act [15 U.S.C. 77c and 77d], re-
spectively: (1) All securities issued pursuant to
any plan of reorganization confirmed by the
judge in accordance with the provisions of this
section; (2).all securities issued pursuant to
such plan for the purpose 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 (c¢) of this section; (4) all certifi-
-cates of deposit representing securities of, or
claims against, the debtor, with the exception
of such certificates of deposit as are issued by
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committees not subject to subdivision (p) of
this section. The provisions of subdivision (a) of
section (14) of the Securities Exchange Act of
1934 [15 U.S.C. 78n] 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 circum-
stances there is undue delay in a reasonably ex-
peditious reorganization of the debtor, the
judge, in his discretion, shall, on motion of any
party in interest or on his own motion, after
hearing and after consideration of the recom-
mendation of the Commission, dismiss the pro-
ceedings. Upon the filing of such an order of
dismissal, ali 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, etc., of se-
curities

The provisions of subdivisions (1), (2) and (3)
of schedule A of title VIII of the Revenue Act
of 1926, as amended by sections 721, 722, and
723 of the Revenue Act of 1932, and the provi-
sions 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 the con-
trary, shall not apply to the issuance, transfer,
or exchange of securities or the making or de-
livery 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 receiver 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 there-
after by such debtor, or its creditors as pro-
vided in subdivision (a) of this section, and if
such petition is approved, the trustee or trust-
ees 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 protection of obligations in-
curred by the receiver or receivers or prior
trustee or trustees and for the payment 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 appointed by a Federal or State court
prior or subsequent to the institution of a pro-
ceeding under this section and upon the dis-
missal 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 been
appointed, at the time of such order of dismiss-
al, to transfer possession of the debtor’s proper-
ty within the territorial jurisdiction of such
Federal or State court to the prior receiver or
trustee, if a prior receiver or trustee has been
so appointed by such Federal or State court, or
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to a receiver or trustee appointed by such Fed-
eral or State court, upon such terms as the
court in the proceeding under this section may
deem equitable for the protection of the obliga-
tions incurred by any trustee or trustees ap-
pointed 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 pro-
vided. For the purposes of this section the
words ‘“Federal court” shall include the district
courts of the United States and of the Territor-
ies and possessions to which this title is or may
hereafter be applicable.

(J) 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 commencement or continuation of
suits against the debtor until after final decree;
and may, upon notice and for cause shown,
enjoin or stay the commencement or continu-
ance of any judicial proceeding to enforce any
lien 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 filed and
prosecuted to judgment in any court of compe-
tent 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 amend-
ed by such Act, shall not be grounds for the re-
moval 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 enjoining the prosecu-
tion of any such cause of action in any court is
null and void and any cause of action hereto-
fore 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 title .of any
owner, whether as trustee or otherwise, to roll-
ing-stock equipment leased or conditionally
sold to the debtor, and any right of such owner
to take possession of such property in compli-
ance 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
a plan of reorganization, or of any other order
or decree entered in a proceeding under this
section, shall be evidence of the jurisdiction of
the court, the regularily of the proceedings,
and the fact that the order or decree was made.
A certified copy of an order directing the trans-
fer and conveyance of the property dealt with
by the plan as provided in subdivision (f) of this
section, or as specified in an order dismissing
the proceedings as provided in subdivision (i) of
this section, shall be evidence of the transfer
and conveyance of title accordingly, and if re-
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corded shall impart the same notice that a
deed, if recorded, would impart.

(1) Jurisdiction of court, duties of debtor and rights
of creditors same as in voluntary bankruptcy

In proceedings under this section and consis-
tent with the provisions thereof, the jurisdic-
tion and powers of the court, the duties of the
debtor and the rights and liabilities of credi-
tors, and of all persons with respect to the
debtor and its property, shall be the same as if
a voluntary petition for adjudication had been
filed and a decree of adjudication had been en-
tered 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 rail-
road engaged in the transportation of persons
or property in interstate commerce, except a
street, a suburban, or interurban electric rail-
way which is not operated as a part of a general
railroad system of transportation or which does
not derive more than 50 per centum of its oper-
ating revenues from the transportation of
freight in standard steam railroad freight
equipment. Wherever used in this section the
term “person” shall include an individual, cor-
poration, partnership, association, joint-stock
company, unincorporated organization, or a
government or political subdivision thereof.

(n) Claims of employees for personal injuries and
claims of sureties as preferred claims; chbange in
wages or working conditions regulated; moving
shops, etc., regulated

In proceedings under this section, and in

equity receiverships of railroad corporations
now or hereafter pending in any court of the
United States, claims for personal injuries to
employees of a railroad corporation, claims of
personal representatives of deceased employees
of a railroad corporation, arising under State or
Federal laws, and claims now or hereafter pay-
able by sureties upon supersedeas, appeal, at-
tachment, or garnishment bonds, executed by
sureties without security, for and in any action
brought against such railroad corporation or
trustees appointed pursuant to this section,
shall be preferred and paid out of the assets of
such railroad corporation as operating expenses
of such railroad. No judge or trustee acting
under this title shall change the wages or work-
ing conditions of railroad employees except in
the manner prescribed in the Railway Labor
Act, as amended June 21, 1934, or as it may be
hereafter amended (45 U.S.C. § 151 et seq.]l. No
reorganization effected under this title and no
order of the court or Commission in connection
therewith shall relieve any carrier from the ob-
ligation of any final judgment of any Federal
or State court rendered prior to January 1,
1929, against such carrier or against one of its
of offices, shops, and roundhouses at any place,
where such judgment was rendered on account
of the making of a valid contract or contracts
by such carrier or one of its predecessors in
title.

(0) Abandonment or sale of lines or property

The trustee or trustees, from time to time,
shall determine what lines or portions of lines
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of railroad and what other property of the
debtor, if any, should be abandoned or sold
during the pendency of the proceedings in the
interest of the debtor’s estate and of ultimate
reorganization but without unduly or adversely
affecting the public interest, and shall present
to the judge petitions, in which other parties in
interest may join, for authority to abandon or
to seli any such property; and upon order of
the judge made after a hearing pursuant to
such reasonable notice by publication or other-
wise as the judge may direct to parties in inter-
est, authorizing any such abandonment or sale,
but only with the approval and authorization
of the Commission when required by the Inter-
state Commerce Act, as amended February 28,
1920, or as it may be hereafter amended, the
trustee or trustees shall take all steps and carry
out all proceedings necessary for the consum-
mation of any such abandonment or sale in ac-
cordance 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 in-
cident to an abandonment, under this subdivi-
sion at public or private 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 lien, to any liens thereon at the time
of sale, and shall be applied or disposed of in
such manner as the judge by further order
shall direct. The expense of such sale shall be
borne in such manner as the judge may deter-
mine to be equitable. The judge may order the
trustee or trustees of the debtor to deposit such
proceeds with any mortgage trustee entitled
thereto, to be applied in payment of all 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 receivership proceedings against a railroad
corporation in any State or Federal court, (a) to
solicit, or permit the use of his name to solicit,
from any creditor or shareholder of any rail-
road corporation by or against whom such pro-
ceedings have been instituted, any proxy or au-
thorization to represent any such creditor or
shareholder in such proceedings or in any mat-
ters 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 creditor
or shareholder which has been solicited or ob-
tained prior to the institution of such proceed-
ings; or (¢) to solicit the deposit by any such
creditor, or shareholder, of his claim against or
interest in such railroad corporation, or any in-
strument evidencing the same, under any agree-
ment authorizing anyone other than such de-
positor to represent such depositor in such pro-
ceedings or in any matters relating to such pro-
ceedings, including any matters relating to the
deposited security or claim; or to vote such
claim or interest or to consent to or reject 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
solicited or obtained prior to the institution of
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such proceedings; 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 (including provisions
governing the compensation and expenses to be
received by the applicant, its agents and attor-
neys, for their services) upon which it is pro-
posed to make such solicitation or to use,
employ, or act under or pursuant to such prox-
ies, authorizations, or deposit agreements, the
Commission after hearing by order authorizes
such solicitation, use, employment, or action:
Provided, however, That nothing contained in
this section shall be applicable to or construed
to prohibit any person, when not part of an or-
ganized effort, from acting in his own interest,
and not for the interest of any other, through a
representative or otherwise, or from authoriz-
ing 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 se-
curities or claims or groups of mutual institu-
tions from acting together for their own inter-
ests and not for others through representatives
or otherwise or from authorizing representa-
tives of such groups to act for them in respect
to any of the foregoing matters. The Commis-
sion shall make such order only if it finds that
the terms and conditions upon which such so-
licitation, use, employment or action is pro-
posed are reasonable, fair, and in the public in-
terest, and conform to such rules and regula-
tions as the Commission may provide. The
Commission shall have the power to make such
rules and regulations respecting such solicita-
tion, use, employment, or action and with re-
spect to the terms and the provisions of such
proxies, authorizations, and deposit agree-
ments, and with respect to such other matters
in connection with the administration of this
subdivision as it deems necessary or desirable to
promote the public interest, and to insure
proper practices in the representation of credi-
tors and stockholders through the use of such
proxies, authorizations, or deposit agreements
and in the solicitation thereof. It shall be un-
lawful for any person to solicit any such proxy,
authorization, or the deposit of any such claim
or interest or to use, employ, 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 pro-
ceedings in violation of the rules and regula-
tions so prescribed.

Every application for authority shall be made
in such form and contain such matters as the
Commission may prescribe. Every such applica-
tion shall be made under oath, signed by, or on
behalf of, the applicant by a duly authorized
agent having knowledge of the matters therein
set forth. The Commission may modify any
order authorizing such solicitation, use, em-
ployment, or action by a supplemental order,
but no such modification shall invalidate action
previously taken, or rights or obligations which
have previously arisen, in conformity with the
Commission’s prior order or orders authorizing
such solicitation, use, employment, or action.

The Commission may, in its discretion, make
such investigations as it deems necessary to de-
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termine whether any person has violated or is
about to violate any provision of this subdivi-
sion 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 shail determine, as to all the
facts and circumstances concerning the matter
to be investigated. The Commission is autho-
rized, in its discretion, to publish information
concerning any such violations, and to investi-
gate any such facts, conditions, practices, or
matters as it may deem necessary or proper to
aid in the enforcement of the provisions of this
subdivision, in the prescribing of rules and reg-
ulations thereunder, or in securing information
to serve as a basis for recommending further
legislation concerning the matters to which this
subdivision relates.

Any person who willfully viplates any provi-
sion of this subdivision, or any rule or regula-
tion 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 docu-
ment required to be filed hereunder or under
any rule or regulation authorized hereby,
which statement is false or misleading with re-
spect to any material fact, shall be guilty of a
misdemeanor, and on conviction in any United
States court having jurisdiction, shall be pun-
ished by 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 imprisonment, in the discre-
tion of the court; but no person shall be subject
to imprisonment under this section for the vio-
lation of any rule or regulation if he proves
that he had no knowledge of such rule or regu-
lation. .

The provisions of this subdivision shall not be
applicable to any person or committee which
has begun to solicit, obtain, or use proxies, au-
thorizations, or deposit agreements 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 Federal court,
unless such person or committee makes applica-
tion to the Commission and receives authority
to act as in this subdivision provided, in which
event the provisions of this subdivision shall be
applicable to such person or committee, but
such authorization shall not be upon terms
which shall invalidate any action theretofore
taken, or any rights or obligations which have
theretofore arisen: Provided, That with respect
to committees which are not subject to this
subdivision the judge shall scrutinize and may
disregard any limitations or provisions of any
deposit agreements, committee, or other au-
thorizations affecting any creditor or stock-
holder acting under this section and may en-
force an accounting thereunder or restrain the
exercise of any power which he finds to be
unfair or not consistent with public policy, in-
cluding the collection of unreasonable amounts
for compensation and expenses.

(q) Application of law granting powers to Commis-
sion
The provisions of section 12 of the Interstate
Commerce Act, as amended March 2, 1889, Feb-
ruary 10, 1891, and February 28, 1920 {49 U.S.C.
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121, shali be applicable to enable the Commis-
sion to perform its duties under this section
and the provisions of such section shall apply
to the debtor, any subsidiary or affiliated com-
pany, or any other person as herein defined.

(r) Separability clause

If any provision of this section, or the appli-
cation thereof to any person or circumstances,
is held invalid, the remainder of this section, or
application of such provision to other 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 invalidate any action
taken before August 27, 1935, pursuant 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(a),
(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

The Interstate Commerce Act, referred to in subds.
(€X(2), (6), (f), and (0), is act Feb. 4, 1887, ch. 104, 24
Stat. 379, as amended, classified to generally chapters
1, 8, 12, 13, and 19 (§§ 1 et seq., 301 et seq., 901 et seq.,
1001 et seq., and 1231 et seq., respectively) of Title 49,
Transportation. For complete classification of this Act
to the Code, see note captioned Interstate Commerce
Act set out under section 27 of Title 49 ‘and Tables
volume.

Title I of the Securities Act of 1933, as amended, re-
ferred to in subdiv. (f), probably means title I of act
May 27, 1933, ch. 38, 48 Stat. 74. Title I of the 1933 Act
is cited as the Securities Act of 1933, and is classified
generally to subchapter I (§ 77a et seq.) of chapter 2A
of Title 15, Commerce and Trade. For complete classi-
fication of this Act to the Code, see section 77a of
Title 15 and Tables volume.

Subdivisions (1) to (3), (8), and (9) of schedule A of
title VIII of the Revenue Act of 1926, referred to in
subdiv. (h), were repealed by act Feb. 10, 1939, ch. 2,
§ 4, 53 Stat. 1. Said subdivisions were classified to sec-
tions 1801, 1802, 182I(bX1) and (2), 3481(a), and 3482
of the Internal Revenue Code of 1939. See sections
4361 and 4362 of the Internal Revenue Code of 1954.

Railway Labor Act, referred to in subd. (n), is act
May 20, 1926, ch. 347, 44 Stat. 577, as amended, which
is classified principally to chapter 8 (§ 151 et seq.) of
Title 45, Railroads. For complete classification of this
Act to the Code, see section 151 of Title 45 and Tables
volume.

CODIFICATION

References to the United States District Court for
the District of Columbia and to the United States
Court of Alaska, formerly set out in the definition of
‘“Federal court” in subsec. (i), have been omitted since
both such courts now are included within “district
courts of the United States” as set out in subsec. (i).
See section 132 of Title 28, Judiciary and Judicial Pro-
cedure. . :
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AMENDMENTS

1962—Subd. (a). Pub. L. 87-681 increased from $100
to $150 the filing fee to be paid the clerk, eliminated
after $100 the clause “which shall be in addition to
the fees required to be collected by the clerk under
other provisions of this title” and substituted “United
States district court”, “a court of the United States”,
“United States court” and ‘‘courts of appeal” for “Fed-
eral district court”, “Federal court”, “Federal court”
and ‘“‘circuit courts of appeal”, respectively.

1958—Subd. (¢)(2). Pub. L. 85-824 inserted provision
making trustee operating business of debtor, with re-
spect to safety, location of tracks, and terminal facili-
ties, subject to lawful orders of State regulatory bodies
to same extent as would debtor if petition had not
been filed.

Subd. (¢)X6). Pub. L. 85-515 required lessee to contin-
ue operation on or for the account of the lessor until
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
equitable divisions of rates, fares, or charges.

1951—Subd. (cX3). Act Oct. 24, 1951, permitted the
financing of safety equipment by a railroad by direct-
ing that certificates issued for such purpose may be
given priority over existing obligations, receivership
charges, and past or future state or local taxes, and
also shall be entitled to such parity with costs of ad-
ministration and operation as the judge finds equita-
ble.

1939-—Subd. (n) amended by act Aug. 11, 1939.

1936—Subd. (e) amended by act June 26, 1936,

1935—Act Aug. 27, 1935, revised section generally. -

CHANGE OF NAME

Section 32(a) of act June 25, 1948, eff. Sept. 1, 1948,
as amended by act May 24, 1949, substituted “court of
appeais” for ‘‘circuit court of appeals’.

Section 32(b) of act June 25, 1948, as amended by act
May 24, 1949, substituted “United States District
Court for the District of Coiumbia” in lieu of “Su-
preme Court of the District of Columbia”.

EFFECTIVE DATE oF 1951 AMENDMENT

Section 2 of act Oct. 24, 1951, provided that: “This
Act [amendment of subd. (¢X3) of this section] shall
take effect immediately upon the date of its approval
and shall apply to any authorization given by the
judge, regardless of whether such authorization shall
have been given before or shall be given after such
date. Neither the enactment of this Act [amendment
of subd. (e¢X3) of this section] nor anything herein
contained shall be construed as implying that, prior to
the date of approval of this Act [Oct. 24, 1951], the
judge was not vested with the power which is express-
ly granted to him by this Act [amendment of subd.
(c)X(3) of this section).”

REPEALS

Insofar as subd. (h) of this section related exclusive-
ly to Internal Revenue it was repealed and incorporat-
ed as section 1808(e) of Title 26, Internal Revenue
Code. Section 1808(e) was repealed by section 7851 of
Title 26, I.R.C. 1954, and is now covered by section
4382 of such Title 26.

CraiMs OF UNITED STATES

By Executive Order No. 7263, promulgated January
4, 1936, the Secretary of the Treasury was designated
and authorized to act in respect of the interest or
claims, within the purview of subd. (e) of this section,
as amended, of the United States, or any agency there-
of, or any corporation (other than the Reconstruction
Finance Corporation) the majority of the stock of
which is owned by the United States.

ABOLITION OF RECONSTRUCTION FINANCE CORPORATION

Section 6(a) of 1957 Reorg. Plan No. 1, eff. June 30,
1957, 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, abol-
ished the Reconstruction Finance Corporation.

CROss REFERENCES

Delivery and accounting for property, see section 11
of this title.

Railroads, exception from becoming bankrupts, see
section 22 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 11, 107, 205a,
208, 506 of this title; title 26 sections 108, 302, 354, 371,
374, 4382; title 45 sections 661, 662, 666, 702, 717, 719,
721, 743; title 49 section 20b.

§ 205a. Removal to district court on ground of reorga-
nization

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 removable before the pas-
sage and approval of said section, and any cause
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 re-
moved, and such order of removal vacated.

(June 7, 1934, ch. 424, §7, 48 Stat. 924.)

CODIFICATION

Section was not enacted as a part of the Bankruptcy
Act which comnprises this title.

CROSs REFERENCES

Later provisions concerning removal of causes, see
section 205 of this title.

§§ 206, 207. Transferred

CODIFICATION

Section 206, act July 1, 1898, ch. 541, § T7A, as added
by act June T, 1934, ch. 424, § 1, 48 Stat. 912, and sec-
tions 30, 31, 201, 202, and 207 of this title, were amend-
ed and incorporated as chapters 10, 11, 12, 13, and 14
of this title by act June 22, 1938, ch. 575, § 1, 52 Stat.
840, otherwise known as the Chandler Act.

Section 207, act July 1, 1898, ch. 541, § 7B, as added
by act June 7, 1934, ch. 424, §1, 48 Stat. 912, and
amended by acts Aug. 20, 1935, ch. 577, 49 Stat. 664;
Aug. 29, 1935, ch. 809, 49 Stat. 965; Aug. 12, 1937, ch.
589, § 1, 50 Stat. 622, and sections 30, 31, 201, 202, and
206 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, 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 of the various subdivisions of section
207 was distributed by act June 22, 1938, as follows:

Section 207, subdivisions: Present sections
a.....511, 515, 526 to 532, 536, 537, 542, 543, 544, and 662.
b 506, 507, 602, 609, 612, 616, and 661.
c...516, 517, 556, 559, 560, 561, 562, 563, 564, 571, 586 to
589, 591, 596, 597, 606, 607, 636, 637, 638, 641 to 643,
647, and 650.
d 570.
e 577 to 579, and 599.
f 621 to 624, and 667.
g 624,
h 626, 627, 628, and 664.
i
k
I
m

644, 645, 646, 657, 658, and 659.
502, 636, and 638.
672,
672.
663.
512, 514, and 600.
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' SaviNGs CLAUSE
Continuance of sections 206 and 207 in force with re-
spect to certain proceedings, see section 676 of this
title. )
§ 208. Petition subsequent to certification of reorgani-
zation plan
(a) Duty of Commission to report cbanges, develop-
ments, etc., to court; remand of plan to Commis-
sion; procedure of subsequent proceedings; refer-
ral of petition
Notwithstanding any other provision of law—
(1) with respect to any plan of reorganiza-
tion or modified plan of reorganization ap-
proved by the Interstate Commerce Commis-

sion under the provisions of section 205 of

this title, subsequent to April 9, 1948, it shall
be the duty of the Commission, upon petition
of any party to the proceeding filed at any
time more than eighteen months after certifi-
cation by the Commission to the court of the
blan or of an order disposing of a like peti-
tion, but before any order confirming the
plan shall have been entered, or, such an
order having been entered, if an appeal from
said order is pending on said date in a court
of appeals or the matter is pending in the Su-
preme Court on a petition to review any order
of a court of appeals dealing with said order
of confirmation 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 necessary or expedi-
ent for the Commission to reexamine or re-
consider and, if necessary, to revise such plan
in order to insure that such plan, if consum-
mated and put into effect, shall then, in the
opinion of the Commission, be fair and equi-
table and in the public interest and compati-
ble with the provisions of this section and sec-
tion 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, recon-
sideration, and possible revision;

(2) if, with respect to any plan of reorgani-
zation or modified plan of reorganization ap-
proved by the Commission subsequent to
April 9, 1948, the court before which such
plan is then pending, for approval or confir-
mation, no order of confirmation having been
entered, or, such an order having been en-
tered, if an appeal from said order is pending
on said 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 ap-
peals dealing with said order of confirmation
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 oc-
curred since the approval of such plan by the
Commission which were not provided for in
the plan and which make it necessary or ex-
pedient, in the opinion of the court, that the
Cominission reexamine and reconsider and
revise such plan in order to insure that the
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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 provi-
sions of this section, and section 205 of this
title, the court shall return the plan to the
Commission for such reexamination, recon-
sideration and possible revision,;

(3) with respect to any plan of reorganiza-
tion or modified plan of reorganization
which, on April 9, 1948, is before any district
court for approval 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 petition to review any order of a court of
appeals dealing with said order of confirma-
tion or the time within which to make such
an appeal or to file such petition has not ex-
pired, 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 De-
cember 31, 1939, which were not provided for
in the plan and which, in the opinion of the
Commission, make it necessary or expedient
for the Commission to reexamine or reconsid-
er and, if necessary, to revise such plan in
order to insure that if consummated and put
into effect, such plan shall then, in the opin-
ion 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 Commis-
sion for such reexamination, reconsideration,
and possible 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 filed 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 confirmation of the plan shall
be suspended pending disposition of the peti-
tion 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 con-
sideration of all changes, facts, and develop-
ments which have occurred since the 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 limitation, for such
period total railway operating revenues, operat-
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ing expenses and other charges, net earnings,
the full effect of amortization deductions on
earnings of past and future years, improve-
ments to property, the effect of released collat-
eral through past or future payments of loans,
cash and net current assets, retirements and
purchases of debt, including retirements and
purchases at a discount that have been made or
that can reasonably be made, adjustment and
reduction of interest 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 rea-
sons 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
proceedings upon the plan shall be governed by
the provisions of subdivision (e) of section 205
of this title, and of this section. If the Commis-
sion refuses to modify the plan, it shall trans-
mit 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 shall continue as if the plan had not
been returned to the Commission; otherwise
the court shall return the plan to the Commis-
sion for further consideration. Upon such con-
sideration, the Commission 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 section was not enacted as a part of the Bank-
ruptey 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 OF PROVISIONS
For separability of provisions of act Apr. 9, 1948, see
note set out under section 20b of Title 49, Transporta-
tion.

CHAPTER 9—ADJUSTMENT OF DEBTS OF PO-
LITICAL SUBDIVISIONS AND PUBLIC AGEN-
CIES AND INSTRUMENTALITIES

Sec.
401.
402.

Definitions.
Jurisdiction and powers of court.
(a) Jurisdiction.
(b) Powers.
(¢) Limitation.
(d) Designation of judge.
Reservation of State power to control govern-
mental functions of political subdivisions.
Eligibility for relief.
Petition and proceedings relating to petition.
(a) Petition.
(b) List.
(¢) Venue and fees.

403.

404.
405.
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Sec.
(d) Notice.
(e) Stay of enforcement of claims agalnst pe-
titioner
(f) Unenforceability of certain contractual
provisions.
(g) Recovery of set-off.
(h) Avoiding powers.
Representatlon of creditors.
(a) Representation and disclosure.
(b) Multiple compensation.
Reference, expenses, and joint administration.
(a) Reference.
(b) Expenses.
(¢) Joint administration.
Claims.
(a) Allowance of claims.
(b) Classification of creditors.
(¢) Damages upon rejection of executory
contracts.
Priorities.
Filing and transmission of plan and modifica-
tions.
(a) Filing.
(b) Transmission of plan and modifications.
Provisions of plan.
Acceptance,
(a) Who may accept or reject.
(b) General rule.
(c) Computing acceptance.
(d) Exception.
(e) Acceptance of modification.
Objection to plan.
Confirmation.
(a) Hearing on confirmation.
(b) Conditions for confirmation.
Effect of confirmation.
(a) Provisions of plan binding.
(b) Discharge.
Postconfirmation matters.
(a) Time allowed for deposit under the plan.
(b) Duties of petitioner.
(¢) Distribution.
(d) Compliance date.
(e) Continuing jurisdiction.
(f) Order or decree as evidence and notice.
Effect of exchange of debt securities before date
of the petition.
Dismissal.
(a) Permissive dismissal.
(b) Mandatory dismissal.

4086.

4017.

408.

409.
410.

411.
412.

413.
414.

415.

416.

4117.
418.

CODIFICATION

This chapter, formerly chapter 10, was renumbered
chapter 9 by act June 22, 1938, ch. 575, § 3(a), 52 Stat.
939, which provided that the Bankruptcy Act of 1898
as amended by act Aug. 16, 19317, ch. 657, 50 Stat. 653,
should be “further amended by striking out the head-
ing ‘Chapter X’ before section 81 of said act [sec. 401
of this title) and inserting in lieu thereof ‘Chapter
1xX.”

Former chapter 9 of this title, sections 301 to 303, as
added by act May 24, 1934, ch. 345, 48 Stat. 798, and
amended by acts Apr. 10, 1936, ch. 186, 49 Stat. 1198
and Apr. 11, 1936, ch. 210, 49 Stat. 1203, entitled “Pro-
visions for the Emergency Temporary Aid of Public
Debtors,” extended the benefits of the Bankruptcy
Act to political subdivisions of state. 1t was declared
unconstitutional by the Supreme Court in Ashion v.
Cameron Countly Water Improvement Dist. No. 1, Tex.
1936, 56 S. Ct. 892, 298 U.S. 513, 80 L. Ed. 1309, 31 am.
Bankr. Rep., N.S., 96.

§ 401. Definitions
As used in this chapter the term—
(1) “claim” includes all claims of whatever
character against the petitioner or the prop-
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erty of the petitioner, whether or not such
claims are provable under section 103 of this
title and whether secured or unsecured, liqui-
dated or unliquidated as to amount, fixed or
contingent;

(2) “court” means court of bankruptcy in
which the case is pending, or a judge of such
court,

) “creditor" means holder (including the
United States, a State, or political subdivision
or public agency or instrumentality of a
State) of a claim against the petitioner;

(4) “claim affected by the plan” means
claim as to which the rights of its holder are
proposed to be materially and adversely ad-
justed or modified by the plan;

(5) “debt” means claim allowable under sec-
tion 408(a) of this title;

(6) “lien” means security interest in proper-
ty, lien obtained on property by levy, seques-
tration, or other legal or equitable process,
statutory or common law lien on property, or
any other variety of charge against property
to secure the performance of an obligation;

(7) “person” includes a corporation or a
partnership, the United States, the several
States, and political subdivisions and public
agencies and mstrumentalities of the several
States;

(8) “petitioner” means agency, instrumen-
tality, or subdivision which has filed a peti-
tion under this chapter;

(9) “plan” means plan filed under section
410 of this title;

(10) “special tax payer”’ means record owner
or holder of title, legal or equitable, to real
estate against which has been levied a special
assessment or special tax the proceeds of
which are the sole source of payment of obli-
gations issued by the petitioner to defray the
costs of local improvements; and

(11) “special tax payer affected by the
plan” means special tax payer with respect to
whose real estate the plan proposes to in-
crease the proportion of special assessments
or special taxes referred to in paragraph (10)
of this section assessed against that real
estate.

(July 1, 1898, ch. 541, §81, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 315.)

CODIFICATION

A prior section 401, act July 1, 1898, ch. 541, § 81, as
added Aug. 16, 1937, ch. 657, 50 Stat. 654, and amend-
ed June 28, 1940, ch. 438, § 1, 54 Stat. 667; July 1, 1946,
ch. 532, § 1, 60 Stat. 409, which provided for the courts
of bankruptcy to exercise original jurisdiction for the
composition of indebtedness of, or authorized by, any
of specified agencies or instrumentalities, was omitted
by Congress in the general revision of this chapter by
Pub. L. 94-260. See section 402 of this title,

SEPARABILITY OF PROVISIONS

Section 2 of Pub. L. 94-260 provided that: “If any’

provision of this chapter or the application thereof to
any agency, instrumentality, or subdivision is held in-
valid, the remainder of the chapter, or the application
of such provision to any other agency or instrumental-
ity or political subdivision shall not be affected by
such holding.”
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SAVINGS PROVISION

Section 3 of Pub. L. 94-260 provided that: “If the
amendment made by this Act [enacting this chapter]
is judlcially finally determined to be unconstitutional
then chapter IX of the Bankruptcy Act, [this chap-
ter], as such chapter IX existed on the day before the
date of enactment of this Act [Apr. 8, 1976], is revived
and shall have full force and effect with respect to
cases filed after such determination.”

§ 402. Jurisdiction and powers of court

(a) Jurisdiction

The court in which a petition is filed under
this chapter shall exercise exclusive original ju-
risdiction for the adjustment of the petitioner’s
debts, and for the purposes of this chapter,
shall have exclusive jurisdiction of the petitlon-
er and its property, wherever located.

(b) Powers
After the filing of a petition under this chap-
ter the court may—
(1) permit the petitioner to reject executory
contracts and unexpired leases of the peti-
tioner, after hearing on notice to the parties
to such contracts leases! and to such other
parties in interest as the court may designate;
(2) during the pendency of a case under this
chapter, or after the confirmation of the plan
if the court has retained jurisdiction under
section 416(e) of this title, after hearing on
such notice as the court may prescribe and
for cause shown, permit the issuance of certi-
ficates of indebtedness for such consideration
as is approved by the court, upon such terms
and conditions, and with such security and
priority, in payment over existing obligations,
secured or unsecured, and over costs and ex-
penses of administration, not including oper-
ating expenses of the petitioner, as in the
particular case may be equitable; and
(3) exercise such other powers as are not in-
consistent with the provisions of this chapter.
(¢) Limitation

Unless the petitioner consents or the plan so
provides, the court shall not, by any stay, order
or decree, in the case or otherwise, interfere
with—

(1) any of the political or governmental
powers of the petitioner;

(2) any of the property or revenues of the
petitioner; or

(3) the petitioner’s use or enjoyment of any
income-producing property.

(d) Designation of judge

After the filing of a petition, the chief judge
of the court in the district in which the petition
is filed shall immediately notify the chief judge
of the circuit court of appeals of the circuit in
which the district court is located, who shall
designate the judge of the district court to con-
duct the proceedings under this chapter.

(July 1, 1898, ch. 541, §82, as added Apr. 8,
1978, Pub. L. 94-260, § 1, 90 Stat. 316.)
CODIFICATION

A prior section 402. act July 1, 1898, ch. 541, § 82, as
added Aug. 16, 1937, ch. 657, 50 Stat. 654, and amend-
ed July 1, 1946, ch. 532, §1, 60 Stat. 409, which pro-
vided for the construction of specific terms as used

'So in original. Probably should read “contracts,
leases.”
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within the chapter, was omitted by Congress in the
general revision of this chapter by Pub. L. 94-260. See
section 401 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 408 of this title.

§ 403. Reservation of State power to control govern-
mental functions of political subdivisions

Nothing contained in this chapter shall be
construed 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 its political
or governmental powers, including expendi-
tures therefor: Provided, however, That no
State law prescribing a method of composition
of indebtedness of such agencies shall be bind-
ing upon any creditor who does not consent to
such composition, and no judgment shall be en-
tered under such State law which would bind a
creditor to such composition without his con-
sent.

(July .1, 1898, ch. 541, §83, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 316.)

CODIFICATION

A prior section 403, act July 1, 1898, ch. 541, § 83, as
added Aug. 16, 1937, ch. 657, 50 Stat. 655, and amend-
ed 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. 888, 669; July 1, 1946, ch. 532, § 1, 60 Stat.
409; June 25, 1948, ch. 646, § 32, 62 Stat. 991; May 24,
1949, ch. 139, §127, 63 Stat. 107, which provided for
the composition of the petition, hearings on the peti-
tion, and the availability of preliminary injunctions
and stays, was omitted by Congress in the general revi-

sion of this chapter by Pub. L. 94-260. See section 403

et seq. of this title.

§ 404. Eligibility for relief

Any State’s political subdivision or public
agency or instrumentality, which is generally
authorized to file a petition under this chapter
by the legislature, or by a governmental officer
or organization empowered by State law to au-
thorize the filing of a petition, is eligible for
relief under this chapter if it is insolvent or
unable to meet its debts as they mature, and
desires to effect a plan to adjust its debts. An
entity is not eligible for relief under this chap-
ter unless—

(1) it has successfully negotiated a plan of
adjustment of its debts with creditors holding
at least a majority in amount of the claims of
each class which are claims affected by that
plan;

(2) it has negotiated in good faith with its
creditors and has failed to obtain, with re-
spect to a plan of adjustment of its debts, the
agreement of creditors holding at least a ma-
jority in amount of the claims of each class
which are claims affected by that plan;

(3) such negotiation is impracticable; or

(4) it has a reasonable fear that a creditor
may attempt to obtain a preference.

(July 1, 1898, ch. 541, §84, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 317.)

CODIFICATION

A prior section 404, act July 1, 1898, ch. 541, § 84, as
added Aug. 16, 19317, ch. 857, 50 Stat. 659, and amend-
ed June 28, 1940, ch. 438, § 4, 54 Stat. 670; June 22,
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1942, ch. 434, 56 Stat. 377, which provided for the ter-
mination of jurisdiction confeirred by former section
401 of this title after June 30, 1946, was repealed by
act July 1, 1946, ch. 532, § 2, 60 Stat. 416.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 405 of this title.

§ 405. Petition and proceedings relating to petition

(a) Petition ‘

An entity eligible under section 404 of this
title may file a petition for relief under this
chapter. In the case of an unincorporated tax
or special assessment district having no officials
of its own, the petition may be filed by its gov-
erning authority or the board or body having
authority to levy taxes or assessments to meet
the obligations of the district. Any party in in-
terest may file an answer to the petition with
the court, not later than 15 days after the pub-
lication of notice requiréd by subsection (d) of
this section is completed, objecting to the filing
of the petition. Upon the filing of such an
answer, the court may dismiss the petition
after hearing on notice if the petitioner did not
file the petition in good faith, or if the petition
does not meet the requireinents of this chapter.
The court shall not, on account of an appeai
from a finding of jurisdiction, delay any pro-
ceeding under this chapter in the case in which
the appeal is being taken; nor shall any court
order a stay of such proceeding pending such
appeal. The reversai on appeal of a finding of
jurisdiction shall not affect the validity of any
certificate of indebtedness authorized by the
court and issued in such case.

(b) List

The petitioner shall file with the court a list
of the petitioner’s creditors, insofar as practica-
ble. The list shall include for each known credi-
tor, to the extent practicable, the name of the
creditor, the address of the creditor so far as
known to the petitioner, and a description of
any claim of the creditor, showing the amount
and character of the claim, the nature of any
security for the claim, and whether the claim is
disputed, ¢ontingent or unliquidated as to
amount. If an identification of any of the peti-
tioner’s creditors is impracticable, the petition-
er shall state the reason such identification is
impracticable and the character of the claims
of the creditors involved. The petitioner shall
supplement the list as creditors who were un-
known or unidentified at the time the list was
filed become known or identified to the peti-
tioner. If the list is not filed with the petition,
the petitioner shall file the list at such later
time as the court, upon its own motion or upon
application of the petitioner, sets.

(¢) Venue and fees

The petition and any accompanying papers,
together with a filing fee of $100, shall be filed
with a court in a district in which the petitioner
is located.

(d) Notice -

The petitioner or such other person as the
court designates shall give notice of the filing
or dismissal of the petition to the State in
which the petitioner is iocated, to the Securi-
ties and Exchange Commission, and to creditors
included in the list of creditors required by sub-
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section (b) of this section or in any supplement
to that list. The notice shall also state that a
creditor who files with the court a request, set-
ting forth that creditor’s name and address and
the nature and amount of that creditor’s claim,
shall be given notice of any other matter in
which that creditor has a direct and substantial
interest. The notice required by the first sen-
tence of this subsection 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 papers having a general cir-
culation among bond dealers and bondholders
as may be designated by the court. The court
may require that it be published in such other
publication as the court deems proper. The
court shall require that a copy of the notice re-
quired by the first sentence of this subsection
be mailed, postage prepaid, to each creditor
named in the list required by subsection (b) of
this section at the address of such creditor
given in the list, or, if no address is given in the
list for a creditor and the address of such credi-
tor cannot with reasonable diligence be ascer-
tained, then a copy of the notice may, if the
court so determines, be mailed, postage prepaid,
to such creditor addressed as the court may
prescribe. All expense of giving notice required
by this subsection shall be paid by the petition-
er, unless the court for good cause determines
that the cost of notice in a particular instance
should be borne by another party. The notice
shall be first published as soon as practicable
after the filing of the petition, and the mailing
of copies of the notice shall be completed as
soon as practicable after the filing of the list re-
quired by subsection (b) of this section.

(e) Stay of enforcement of claims against petitioner

(1) Effect of filing a petition

A petition filed under this chapter shall op-
erate as a stay of the commencement or the
continuation of any judicial or other proceed-
ing against the petitioner, its property, or an
officer or inhabitant of the petitioner, which
seeks to enforce any claim against the peti-
tioner, or of an act or the commencement or
continuation of a judicial or other proceeding
which seeks to enforce a lien upon the prop-
erty of the petitioner or a lien on or arising
out of taxes or assessments due the petition-
er, and shall operate as a stay of the enforce-
ment of any set-off or counterclaim relating
to a contract, debt, or obligation of the peti-
tioner.

(2) Duration of automatic stay

Except as it may be terminated, annulled,
modified, or conditioned by the court under
the terms of this subsection, the stay pro-
vided for in this subsection shall continue
until the case is closed or dismissed, or the
property subject to the lien is, with the ap-
proval of the court, abandoned or transferred.

(3) Relief from automatic stay

Upon the filing of a complaint seeking:

relief from a stay provided for by this section,
the court shall set a hearing for the earliest
possible date.. The court may, for cause

shown, terminate, annul, modify, or condition’

such stay. .
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(4) Other stays

The commencement or continuation of any
other act or proceeding may be stayed, re-
strained, or enjoined by the court, upon
notice to.each person against whom such
order would apply, and for cause shown. The
court may issue an order under this para-
graph without requiring the petitioner to give
security as a condition to that order.

(f) Unenforceahility of certain contractual provisions

A provision in a contract or lease, or in any_
law applicable to such a contract or lease,
which terminates or modifies, or permits a
party other than the petitioner to terminate or
modify, the contract or lease because of the in-
solvency of the petitioner or the commence-
ment of a case under this chapter is not en-
forceable if any defaults in prior performance
of the petitioner are cured and adequate assur-
ance of future performance is provided.

(g) Recovery of set-off

Any set-off which relates to a contract, debt,
or obligation of the petitioner and which set-off
was effected within four months prior to the
filing of the petition, is voidable and recover-
able by the petitioner after hearing on notice.
The court may require as a condition to recov-
ery that the petitioner furnish adequate protec-
tion for the realization by the person against
whom or which recovery is sought of the claim
which arises by reason of the recovery.

(h) Avoiding powers

Sections 96(a), 96(c), 107(a), 107(d), 110(c),
110¢e)(1), and 110(e)(2) of this title and the
first three sentences of section 96(b) of this
title shall apply in cases under this chapter as
though the petitioner were the bankrupt,
debtor, or trustee. If the petitioner refuses to
pursue a cause of action under a section or sen-
tence made applicable to this chapter by this
subsection, the court may, upon the application
of any creditor, appoint a trustee to pursue
such cause of action.

(July 1, 1898, ch. 541, §85, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 317.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 408, 412 of this
title.

§ 406. Representation of creditors

(a) Representation and disclosure

Any creditor may act in that creditor’s own
behalf or by an attorney or a duly authorized
agent or committee. Every person, not includ-
ing governmental entities, representing more
than one creditor shall file with the court a list
of the creditors represented by such person,
giving the name and address of each such credi-
tor, together with a statement of the amount,
class, and character of the claim held by that
creditor, and shall attach to the list a copy of
the instrument signed by the holder of such
claim showing such person’s authority, and
shall file with the list a copy of the contract or
agreement entered into between such person
and the creditors represented by that person.
Such person shall disclose all compensation in-
cident to the case, received or to be received, di-
rectly or indirectly, by that person. That com-
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pensation shall be subject to modification and
approval by the court.

(b) Multiple compensation

The court shall examine all of the contracts,
proposals, acceptances, deposit agreements, and
all other papers relating to the plan, specifical-
1y for the purpose of ascertaining if any person,
not including governmental entities, promoting
the plan, or doing anything of such a nature,
has been or is to be compensated, directly or in-
directly, by both the petitioner and any of its
creditors, and shall take evidence under oath to
determine whether any such compensation has
occurred or is to occur. After such examination
the court shall make an adjudication of this
issue, and if it be found that any such compen-
sation has occurred or is to occur, the court
shall dismiss the petition and tax all of the
costs agaimst the person promoting the plan or
doing anything of such a nature and receiving
such multiple compensation, or against the pe-
titioner, unless such plan is modified, within
the time to be allowed by the court, so as to
eliminate the possibility of such compensation,
in which event the court may proceed to fur-
ther consideration of the confirmation of the
plan.

(July 1, 1898, ch. 541, §86, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 319.)

8 407. Reference, expenses, and joint administration

(a) Reference

The court may refer any special issue of fact
to a referee in bankruptcy for consideration,
the taking of testimony, and a report upon such
special issue of fact, if the court finds that the
condition of its docket is such that it cannot
take such testimony without unduly delaying
the dispatch of other business pending in the
court, and if it appears that such special issue is
necessary to the determination of the case. A
reference to a referee in bankruptcy shall be
the exception and not the rule. The court shall
not make a general reference of the case, but
may only request findings of specific facts.

(b) Expenses

The court may allow reasonable compensa-
tion for the actual and necessary expenses in-
curred in connection with the case, including
compensation for services rendered and ex-
penses incurred in obtaining the deposit of se-
curities and the preparation of the plan, wheth-
er such work has been done by the petitioner or
by a representative of creditors, and may allow
reasonable compensation for an attorney or
agent of any of them. No fee, compensation, re-
imbursement, or other allowances for an attor-
ney, agent, or representative of creditors shall
be assessed against the petitioner or paid from
any revenues, property, or funds of the peti-
tioner except in the mauner and in such sums,
if any, as may be provided for in the plan. An
appeal may be taken from any order allowing
compensation to the United States court of ap-
peals for the circuit in which the case under
this chapter is pending, independently of any
other appeal which may be taken in the case.
The court of appeals shall hear and determine
such appeal summarily.

71-999 O - T8 -vol. 2-178
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(¢) Joint administration

If two or more petitions by related entities
are pending in the same court, the court may
order joint administration of the cases.

(July 1, 1898, ch. 541, §87, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 320.)

§ 408. Claims

(a) Allowance of claims

In the absence of an objection by a party in
interest, or of a filing of a proof of claim, the
claim of a creditor that is not disputed, contin-
gent, or unliquidated as to amount, and that
appears in the list or in a supplement to the list
filed by the petitioner under section 405(b) of
this title shall be deemed allowed. The court
may set a date by which proofs of other claims
shall be filed. If the court does not set a date,
such proofs of other claims shall be filed before
the entry of an order confirming the plan.
Within thirty days after the filing by the peti-
tioner of the list or any supplement to the list
under section 405(b) of this title, the court
shall give written notice to each person whose
claim is listed as disputed, contingent, or unli-
quidated as to amount, informing each such
person that a proof of claim must be filed with
the court within the time fixed under this sub-
section. If there is no objection to such claim,
the claim shall be deemed allowed. If there is
an objection, the court shall hear and deter-
mine the objection.

(b) Classification of creditors

The court shall designate classes of creditors
whose claims are of substantially similar char-
acter and the members of which enjoy substan-
tially similar rights, consistent with the provi-
sions of section 409 of this title, except that the
court may create a separate class of creditors
having unsecured claims of less than $250 for
reasons of administrative convenience. If there
is a controversy over the classification of a
creditor, the court shall, after hearing on
notice, summarily determine such controversy.

(¢) Damages upon rejection of executory contracts

If an executory contract or an unexpired
lease is rejected under the plan or under sec-
tion 402(b) of this title, any person injured by
such rejection may assert a claim against the
petitioner. The rejection of an executory con-
tract or unexpired lease constitutes a breach of
the contract or lease as of the date of the com-
mencement of the case under this chapter. The
claim of a landlord for injury resulting from
the rejection of an unexpired lease of real
estate or for damages or indemnity under a cov-
enant contained in such lease shall be allowed,
but shall be limited to an amount not to exceed
the rent, without 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, whichev-
er first occurs, whether before or after the
filing of the petition, plus unpaid accrued rent,
without acceleration, up to the date of such
surrender or reentry. 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
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amount of damages allowed the assignee of
that claim.

(July 1, 1898, ch. 541, §88, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 320.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 401, 412, 415,
416 of this title. )

§ 409. Priorities

The following shall be paid in full in advance
of any distribution to creditors under the plan,
in the following order:

(1) The costs and expenses of administra-
tion which are incurred subsequent to the
filing of a petition under this chapter.

(2) Debts owed for services or materials ac-
tually provided within three months before
the date of the filing of the petition under
this chapter.

(3) Debts owing to any person, which by the
laws of the United States (other than this
Act) are entitled to priority.

(July 1, 1898, ch. 541, §89, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 321.)

REFERENCES IN TEXT.

This Act, referred to in par. (3), means the Bank-
ruptey Act which is classified to this titie.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 408 of this title.

§ 410. Filing and transmission of plan and modifica-
tions

(a) Filing

The petitioner shall file a plan for the adjust-
ment of the petitioner’s debts. If such plan is
not filed with the petition, the petitioner shall
file the plan at such later time as the court,
upon its own motion or upon application of the
petitioner, sets. At any time prior to the confir-
mation of a plan, the petitioner, or any credi-
tor, if the petitioner has consented in writing to
the modification to be filed by the creditor,
may file a modification of the plan; but the
modification shall comply with the provisions
of this chapter.

(b) Transmission of plan and modifications

As soon as practicable after the plan or any
modification of the plan has been filed, the
court shall set a time, which shall be ninety
days from the filing of the plan or any modifi-
cation of the plan, unless the court, for good
cause, sets some other time, within which credi-
tors may accept or reject the plan and any
modification of the plan. The petitioner or such
other person as the court designates shall
transmit by mail a copy of such plan or modifi-
cation, or a summary and any analysis of such
plan, or modification, a notice of the time
within which the plan or modification may be
accepted or rejected, and a notice of the right
to receive a copy, if it has not been sent, of such
plan or modification, to each creditor whose
claim is affected by the plan, to each special
tax payer affected by the plan, and to any
party in interest that the court designates.
Upon request by a recipient of such summary
and notice, the petitioner cr such other person
as the court designates shall transmit by mail a
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copy of the plan or modification to that recipi-
ent. The court shall, after hearing on notice,
determine any controversy as to whether a
claim of a creditor or class of creditors is a
claim affected by the plan and as to whether a
special tax payer is a special tax payer affected
by the plan.

(July 1, 1898, ch. 541, §90, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 321.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 401, 412 of this
titie.

§ 411. Provisions of plan

A petitioner’s plan 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 secu-
rities of any character, or otherwise, and may
contain such other provisions and agreements
not inconsistent with this chapter as the par-
ties may desire, including provisions for the re-
jection of any executory contract or unexpired
lease.

(July 1, 1898, ch. 541, §91, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 322.)

§ 412. Acceptance

(a) Who may accept or reject

Unless a claim of a creditor who is included in
the list or in a supplement to the list filed
under section 405(b) of this title or who files a
proof of claim and whose claim is not then dis-
puted, contingent, or unliquidated as to
amount, or of a security holder of record as of
the date of the transmittal of information
under section 410(b) of this title, has been disal-
lowed or is not a claim affected by the plan,
that creditor or security holder may accept or
reject the plan and any modification of the
plan within the time set by the court. Notwith-
standing an objection to a claim, the court may
temporarily allow such claim in such amount as
the court deems proper for the purpose of ac-
ceptance or rejection under this section.

(b) General rule

Except as provided in subsection (d) of this
section, the plan may be confirmed only if it
has been accepted in writing by or on behalf of
creditors holding at least two-thirds in amount
of the claims of each class allowed under sec-
tion 408 of this title and more than 50 percent
in number of the claims of each class allowed
under section 408 of this title.

(¢) Computing acceptance

The two-thirds majority required by subsec-
tion (b) of this section is two-thirds in amount
of the claims allowed under section 408 of this
title of creditors who file an acceptance or re-
jection within the time fixed by the court, but
not inciuding ciaims held or controlied by the
petitioner, or claims of creditors specified in
subsection (d) of this section. The more than 50
percent required by subsection (b) of this sec-
tion is more than 50 percent in number of the
claims allowed under section 408 of this title of
creditors who file an acceptance or rejection
within the time fixed by the court, but not in-
cluding claims held or controlled by the peti-
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tioner, or claims of creditors specified in subsec-
tion (d) of this section.

(d) Exception
It is not requisite to the confirmation of the
plan that there be such acceptance by any
creditor or class of creditors—
(1) whose claims are not affected by the
plan;
(2) if the plan makes provision for the pay-
ment of their claims in cash in full; or
(3) if provision is made in the plan for the
protection of the interests, claims, or lien of
such creditor or class of creditors.

(e) Acceptance of modification

If the court finds that a proposed modifica-
tion does not materially and adversely affect
the interest of a creditor, the modification shall
be deemed accepted by that creditor if that
creditor has previously accepted the plan. If
the court determines that a modification does
materially and adversely affect the interest of a
creditor, that creditor shall be given notice of
the proposed modification and the time allowed
for its acceptance or rejection. The number of
acceptances of the plan as modified required by
subsection (b) of this section shall be obtained.
The plan as modified shall be deemed to have
been accepted by any creditor who accepted the
plan and who fails to file a written rejection of
the modification with the court within such
reasonable time as shall be allowed in the
notice to that creditor of the proposed modifi-
cation.

(July 1, 1898, ch. 541, §92, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 322.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 414, 417 of this
title.

§ 413. Objection to plan

A creditor who holds a claim affected by the
plan or a special tax payer affected by the plan
may file with the court an objection to the con-
firmation of the plan. The Securities and Ex-
change Commission may also file with the
court an objection to the confirmation of the
plan, but in the case of an objection filed under
this section, the Securities and Exchange Com-
mission may not appeal or file any petition for
appeal. An objection to the confirmation of the
plan may be filed with the court any time prior
to ten days before the hearing on the confirma-
tion of the plan, or within such other times set
by the court.

(July 1, 1898, ch. 541, §93, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 322.)

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 414 of this title.

§ 414. Confirmation

(a) Hearing on confirmation

Within a reasonable time after the expiration
of the time set by the court within which the
plan and any modifications of the plan may be
accepted or rejected, the court shall hold a
hearing on the confirmation of the plan and
any modifications of the plan. The court shall
give notice of the hearing and of the time al-
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lowed for filing objections to all parties entitled
to object under section 413 of this title. The
court may, for cause shown, permit a labor
union or employees’ association, that repre-
sents employees of the petitioner, to be heard
on the economic soundness of the plan affect-
ing the interests of the represented employees.

(b) Conditions for confirmation
The court shall confirm the plan if—

(1) the plan is fair and equitable and feasi-
ble and does not discriminate unfairly in
favor of any creditor or class of creditors;

(2) the plan complies with the provisions of
this chapter;

(3) the plan has been accepted as required
by section 412 of this title;

(4) all amounts to be paid by the petitioner
or by any person, not including other govern-
mental entities, for services and expenses in
the case or incident to the plan 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 not prohibited by law
from taking any action necessary to be taken
by it to carry out the plan.

(July 1, 1898, ch. 541, § 94, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 323.)

§ 415. Effect of confirmation

(a) Provisions of plan binding

The provisions of a confirmed plan shall be
binding on the petitioner and on any creditor
who had timely notice or actual knowledge of
the petition or plan, whether or not such credi-
tor’s claim has been allowed under section 408
of this title, and whether or not such creditor
has accepted the plan.

(b) Discbarge

(1) The petitioner is discharged from all
claims against it provided for in the plan except
as provided in paragraph (2) of this subsection
as of the time when—

(A) the plan has been confirmed;

(B) the petitioner has deposited the money,
securities, or other consideration to be distrib-
uted under the plan with a disbursing agent
appointed by the court; and

(C) the court has determined—

(i) that any security so deposited will con-
stitute upon distribution a valid legal obli-
gation of the petitioner; and )

(ii) that any provislon made to pay or
secure payment of such obligation is valid.

(2) The petitioner is not discharged under
paragraph (1) of this subsection from any
claim—

(A) excepted from discharge by the plan or
order confirming the plan; or

(B) whose holder, prior to confirmation,
had neither timely notice nor actual knowl-
edge of neither the petition nor the plan.

(July 1, 1898, ch. 541, §95, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 323.)

§ 416. Postconfirmation matters

(a) Time allowed for deposit under tbe plan

Prior to or promptly after confirmation of
the plan, the court shall fix a time within
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which the petitioner shall deposit with the dis-
bursing agent appointed by the court any con-
sideration to be distributed under the plan.

(b) Duties of petit’ioner

The petitioner shall comply with the plan
and the orders of the court relative to the plan,
and shall take all actions necessary to carry out
the plan. The court may direct the petitioner
and other necessary parties to execute and de-
liver or to join in the execution and delivery of
any .instrument required to effect a transfer of
property under the plan and to perform such
other acts including the' satisfaction of a lien,
as the court determines to be necessary for the
consummation of the plan.

(¢) Distribution

Distribution shall be made in accordance with
the provisions of the plan to creditors whose
claims have been allowed under section 408 of
‘this title. Distribution may be made at the date
the order confirming the plan becomes final to
holders of securities of record whose claims
have not been disallowed.

(d) Compliance. date

When a plan requires presentment or surren-
der of securities or the performance of any
other action as a condition to participation
under the plan, such action shall be taken not
later than five years after the entry of the
order of confirmation. A person who has not
within such time presented or surrendered that
person’s securities or taken such other action
required by the plan shall not participate in
any distribution under the plan, and the consid-
eration deposited with the disbursing agent for
distribution to such person shall become the
property of the petitioner.

(e) Continuing jurisdiction

The court may retain jurisdiction over the
case for such period of time as the court deter-
mines is necessary for the successful execution
of the plan.

(f) Order or decree as evidence and notice

A certified copy of any order or decree en-
tered by the court in a case under this chapter
shall be evidence of the jurisdiction of the
court, the regularity of the proceedings, and

the fact that the 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 recorded,
shall impart the same notice that a deed, if re-
corded, would impart.

(July 1, 1898, ch. 541, §96, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 324.)

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 402 of this title.

§ 417. Effect of excbange of debt securities before
date of the petition

The exchange of new debt securities under
the plan for claims covered by the plan, wheth-
er the exchange occurred before or after the
date of the petition, does not limit or impair
the effectiveness of the plan or of any provision
of this chapter. The written consents of the
holders of any securities outstanding as the
result of any such exchange under the plan
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shall be included as acceptances of such plan in
computing the acceptance required under sec-
tion 412 of this title.

(July 1, 1898, ch. 541, §97, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 324.)

§ 418. Dismissal

(a) Permissive dismissal
The court may dismiss the case after hearing
on notice—
(1) for want of prosecution;
(2) if no plan is proposed within the time
fixed or extended by the court;
(3) if no proposed plan is accepted within
the time fixed or extended by the court; or
(4) where the court has retained jurisdic-
tion after confirmation of a plan—
(A) if the petitioner defaults in any of the
terms of the plan; or
(B) if a plan terminates by reason of the
happening of a condition specified therein.

(b) Mandatory dismissal

The court shall dismiss the case if confirma-
tion is refused.

(July 1, 1898, ch. 541, §98, as added Apr. 8,
1976, Pub. L. 94-260, § 1, 90 Stat. 325.)
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chapters 11, 12, 13, and 14 of this title by act June 22,
1938, ch. 575, § 1, 52 Stat. 840.

Former chapter 10 was renumbered 9 by act June 22,
1938, ch. 575, § 3(a), 52 Stat. 839. For effective date,
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of this title.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 11, 107, 728 of
this title; title 15 sections 78eee, 78fff; title 26 sections
371, 374; title 29 section 1342.

SUBCHAPTER I—-CONSTRUCTION
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6617.
668.

669.
670.
671.

672.

§ 501. Exclusive application of chapter

The provisions of this chapter shall apply ex-
clusively to proceedings under this chapter.

(July 1, 1898, ch. 541, § 101, as added June 22,
1938, ch. 575, § 1, 52 Stat. 883.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 502. Application of other provisions

The provisions of chapters 1 to 7, inclusive, of
this title shall, insofar as they are not inconsis-
tent or in conflict with the provisions of this
chapter, apply in proceedings under this chap-
ter: Provided, however, That section 46, subdi-
visions (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 bankrupt-

cy be proceeded with pursuant to the provisions -

of chapters 1 to 7, inclusive. For the purposes
of such application, provisions relating to
“bankrupts” shall be deemed to relate also to
‘“debtors’’, and “bankruptcy proceedings” or
“proceedings in bankruptcy” shall be deemed to
include proceedings under this chapter. For the
purposes of such application the date of the
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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 adjudication shall be taken to be the
date of approval of a petition filed under sec-
tion 527 or 528 of this title except where an ad-
judication had previously been entered.

(July 1, 1898, ch. 541, § 102, as added June 22,
1938, ch. 575, § 1, 52 Stat. 883.)

CODIFICATION

Somewhat similar provisions were contained in
former section 207(k) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in title 15 section 78fff.

SUBCHAPTER II-DEFINITIONS

§ 506. In general

For the purposes of this chapter, unless in-
consistent with the context—

(1) “claims” shall include all claims of what-
ever character against a debtor or its proper-
ty, except stock, whether or not such claims
are provable under section 103 of this title
and whether secured or unsecured, liquidated
or unliquidated, fixed or contingent;

(2) ‘“commission” shall mean any commis-
sion or public authority created by any law of
the United States or of any State, having reg-
ulatory jurisdiction over a public-utility cor-
poration;

(3) “corporation” shall mean a corporation,
as defined in this title, which could be ad-
judged a bankrupt under this title, and any
railroad corporation excepting a railroad cor-
poration authorized to file a petition under
section 205 of this title;

(4) “creditor’” shall mean the holder of any
claim,;

(5) “debtor” shall mean a corporation by or
against which a petition has been filed under
this chapter;

(6) “debts” shall include all claims;

(7) “executory contracts” shall include un-
expired 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 out-
standing, other than voting-trust certificates,
constituting claims against a debtor or claims
secured by a lien 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 re-
organization be effected:

(10) “plan” shall mean a plan of reorganiza-
tion proposed in a proceeding under this
chapter;

(11) “securities” shall include notes, bonds,
and other evidences of indebtedness, either
secured or unsecured, and stock;

(12) “stock” shall include membership,
shares, and similar interests in a debtor, certi-
ficates and other evidences of such member-
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ship, shares or interests, and voting-trust cer-
tificates;

(13) “subsidiary” shall mean a corporation
substantially all of whose properties are oper-
ated under lease or operating agreement, or
the majority of whose stock having power to
vote for the election of directors, trustees, or
other similar controlling bodies is owned, di-
rectly or indirectly, through an intervening
corporation or other medium, by another
parent corporation, a petition by or against
which has been approved.

(July 1, 1898, ch. 541, § 106, as added June 22,
1938, ch. 575, § 1, 52 Stat. 883.)

CODIFICATION

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 title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Corporations—
Capability of being adjudged a bankrupt, see sec-
tion 22 of this title.
Definition of, see section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in title 26 section 4382.

§ 507. Creditors affected by plan; determination

Creditors or stockholders or any class thereof
shall 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 con-
troversy, the court shall after hearing upon
notice summarily determine whether any credi-
tor or stockholder or class is so affected.

(July 1, 1898, ch. 541, § 107, as added June 22,
1938, ch. 575, § 1, 52 Stat. 884.)

CODIFICATION

This sectlon was from the second sentence of former
section 207(b) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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, 52 Stat. 884.)
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CODIFICATION

This section was from part of former section 207(a)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Approval of petltion as conclusive determination of
Jjurisdiction, see section 549 of this title.

Delivery and accounting for property, see section 11
of this title.

§ 512. Matters prior to approval of petition; jurisdic-
tion, powers and duties

Prior to the approval of a petition, the juris-
diction, 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 proceeding before adjudica-
tion.

(July 1, 1898, ch. 541, § 112, as added June 22,
1938, ch. 575, § 1, 52 Stat. 884.)

CODIFICATION

This section was from former section 207(0) of this
title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Jurisdiction in ordinary bankruptcy proceedings, see
sections 11 and 46 of this title.

§ 513. Temporary stay of actions prior to approval of
petition

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 foreclo-
sure or equity receivership 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 petition is
approved or dismissed the commencement or
continuation of a suit against a debtor.

(July 1, 1898, ch. 541, § 113, as added June 22,
1938, ch. 575, § 1, 52 Stat. 884.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

'CROSS REFERENCES

Stay of actions upon approval of petition, see sec-
tions 516 and 548 of this title.

§ 514. Matters upon approval of petition; jurisdiction,
powers, and duties

Upon the approval of a petition, the jurisdic-
tion, powers, and duties of the court and of its
officers, where not inconsistent with the provi-
sions of this chapter, shall be the same as in a
bankruptcy proceeding upon adjudication.
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(July 1, 1898, ch. 541, § 114, as added June 22,
1938, ch. 575, § 1, 52 Stat. 884.)

CODIFICATION

This section was from former section 207(o) of this
title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Approval of petition as conclusive determination of
jurisdiction, see section 549 of this title.

§ 515. Jurisdiction as in insolvency upon approval of
petition

Upon the approval of a petition, the court
shall have and may, in addition to the jurisdic-
tion, powers, and duties hereinabove and else-
where in this chapter conferred and imposed
upon it, exercise all the powers, not inconsis-
tent 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 prop-
erty 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.)

CODIFICATION

This section was from part of former section 207(a)
of this title. :

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 516. Additional jurisdiction over administration of
estate upon approval of petition

Upon the approval of a petition, the judge
may, in addition to the jurisdiction, powers, and
duties in this chapter conferred and imposed
upon him and the court—

(1) permit the rejection of executory con-
tracts of the debtor, except contracts in the
public authority, upon notice to the parties to
such contracts and to such other parties in in-
terest 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
certificates of indebtedness for cash, proper-
ty, 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 unse-
cured, as in the particular case may be equita-
ble;

(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 personal, upon such terms
and conditions as the judge may approve; and

(4) in addition to the relief provided by sec-
tion 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
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act or 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 con-
ditionally sold to any air carrier which is op-
erating pursuant to a certificate of conve-
nience and necessity issued by the Civil Aero-
nautics 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 con-
ditional 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 provisions of
this chapter, the title of any owner, whether
as trustee or otherwise, to vessels (as the term
is defined in the Ship Mortgage Act, 1920 (46
U.S.C. 911 et seq.], as now in effect or hereaf-
ter amended) leased, subleased, or condition-
ally sold to any water carrier which holds a
certificate of public convenience and necessi-
ty or permit issued by the Interstate Com-
merce Commission, and 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, ch. 575, §1, 52 Stat. 885, and amended
Sept. 4, 1957, Pub. L. 85-295, 71 Stat. 617; Oct.
17, 1968, Pub. L. 90-586, § 2, 82 Stat. 1149.)

REFERENCES IN TEXT

The Civil Aeronautics Act of 1938, referred to in par.
(5), is act June 23, 1938, ch. 601, 52 Stat. 973, which
was repealed by Pub. L. 85-726, §1401(b), Aug. 23,
1958, 72 Stat. 806. It was classified to chapter 9 (§ 401
et seq.) of Title 49, Transportation, and is now covered
by chapter 20 (§ 1301 et seq.) of Title 49.

The Ship Mortgage Act, 1920, referred to in par. (6),
section 30 of act June 5, 1920, ch. 250, 41 Stat. 1000,
which is classified generally to chapter 25 (§911 et
seq.) of Title 46, Shipping. For complete classification
of section 30 to the Code, see section 984 of Title 46
and Tables volume.

CODIFICATION

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 (3%) of the first sentence of
former section 207(c) of this title.

Par. (4) was from clause (10) of the first sentence of
former section 207(c) of this title.

AMENDMENTS
1968—Par. (6). Pub. L. 90-586 added par. (6).
1957—Par. (5). Pub. L. 85-295 added par. (5).
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.
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CROSS REFERENCES

Definition of executory contract, see section 506 of
this title. )
Rejection of executory contract as breach thereof,
see section 103 of this title.
Stay of actions—
Approval of petition as stay, see section 548 of this
title.
Prior to approval of petition, see section 513 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 664 of this title.

§ 517. Reference to referee or special master; appoint-
ment of receiver

The judge may, at any stage of a proceeding
under this chapter, refer the proceeding to a
referee in bankruptcy to hear and determine
any and all matters not reserved to the judge
by the provisions of this chapter, or to a referee
as speciai 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.)

CODIFICATION

This section was from clause (11) of the first sen-
tence of former section 207(e) of this title.

AMENDMENTS

1946-—Act June 28, 1946, provided that only under
unusual circumstances should special 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 sections 18 and
19 of act June 28, 1946, set out as notes under section
62 of this titie.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 518. Repealed. 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 to
transfer of proceedings to another district.

EFFECTIVE DATE OF REPEAL

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

§ 519. Extensions of time

Whenever under this chapter the court is re-
quired or permitted to fix a time for any pur-
pose, 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 construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.
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§ 520. Notices

Whenever notice is to be given under this
chapter, the court shall designate, if not other-
wise 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
Effective date and construction of act June 22, 1938,

_known as the Chandler Act, see sections 6 and 7 of act

June 22, 1938, set out as notes under section 1 of this
title.

CRrOss REFERENCES

General provisions concerning notices, see section
607 of this title.

§ 521. Appellate jurisdiction

Where not inconsistent with the provisions of
this chapter, the jurisdiction of appellate
courts shall be the same as in a bankruptcy pro-
ceeding.

(July 1, 1898, ch. 541, § 121, 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 sections 6 and 7 of act .
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Allowances, appeal from orders concerning, see sec-
tion 650 of this title.

Appeals in bankruptcy proceedings, generally, see
sections 47 and 48 of this title.

SUBCHAPTER IV—PETITION

§ 526. Filing petition; persons entitled

A corporation, or three or more creditors who
have claims against a corporation or its proper-
ty amounting in the aggregate to $5,000 or over,
liquidated as to amount and not contingent as
to liability, or an indenture trustee where the
securities outstanding under the indenture are
liquidated as to amount and not contingent as
to liability, may, if no other petition 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.)
CODIFICATION

This section was from part of former section 207¢a)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.
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§ 527. Petition filed in pending bankruptcy proceed-
ing

A petition may be filed in a pending bank-
ruptcy proceeding either before or after the ad-
judication of a corporation. ’

(July 1, 1898, ch. 541, § 127, as added June 22,
1938, ch. 575, § 1, 52 Stat. 885.)

CODIFICATION

This section was from part of former section 207(a)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Prior proceedings pending, filing petition, see section
656 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 502, 636, 638,
and 644 of this title.

§ 528. Place of filing original petition

If no bankruptcy proceeding is pending, an
original petition may be filed with the court in
whose territorial 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 jurisdiction.

(July 1, 1898, ch. 541, § 128, as added June 22,
1938, ch. 575, § 1, 52 Stat. 886.)
CODIFICATION

This section was from the second sentence of former
section 207(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Prior proceedings pending, filing petition, see sec-
tions 527 and 656 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 502, 528, 529,
636, 637, and 638 of this title.

§ 529. Subsidiary corporation: plaée of filing petition

If a corporation be a subsidiary, an original
petition 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 corporation.

(July 1, 1898, ch. 541, § 129, as added June 22,
1938, ch. 575, § 1, 52 Stat. 886.)
CODIFICATION
This section was from part of former section 207(a)
of this title.
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.
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§ 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 requi-
site under this chapter; '

(3) the nature of the business of the corpo-
ration;

(4) the assets, liabilities, capital stock, and
financial condition of the corporation;

(5) the nature of all pending proceedings af-
fecting the property of the corporation
known to the petitioner or petitioners and
the courts in which they are pending;

(6) the status of any plan of reorganization,
readjustment, or liguidation affecting the
property of the corporation, pending either in
connection with or without any judicial pro-
ceeding;

(7) 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 petition-
ers that a plan be effected.

(July 1, 1898, ch. 541, § 130, as added June 22,
1938, ch. 575, § 1, 52 Stat. 886.)

CODIFICATION

This section was from part of the first sentence of
former section 207(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 531 of this title.

§ 531. Additional contents of creditors’ or indenture
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
bankrupt in a pending proceeding in bank-
ruptcey; or

(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 corpo-
ration in a pending equity proceeding; or

(3) that an indenture trustee or a mortgag-
ee 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 mort-
gage or to enforce a lien against all or the
greater portion of the property of the corpo-
ration is pending; 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.)

CODIFICATION

This section was from part of former section 207(a)
of this title.
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 532. Fees for filing

The filing of a petition under this chapter
shall be accompanied by payment to the clerk
of a filing fee of $120 if no bankruptcy proceed-
ing 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 pro-
ceeding; but, if the proceeding under this chap-
ter 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.)

CODIFICATION

This section was from the fourth sentence of former
section 207(a) of this title. -

AMENDMENTS

1960—Pub. L. 86-504 substituted “$120” for “$100”
in two instances, and “$50” for “$30” in two instances.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 728 of this title.

§ 533. Service of copy of petition and subpena on
debtor

Upon the filing of a petition by creditors or
an indenture 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 subdivision (a) of section
41 of this title for service of a petition and sub-
pena 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER V—ANSWER

§ 536. Debtor’s answer

Within ten days after the service of the sub-
pena 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 th
debtor. -

(July 1, 1898, ch. 541, § 136, as added June 22,
1938, ch. 575, § 1, 52 Stat. 887.)
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CODIFICATION

This section was from part of former section 207(a)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Approval or dismissal of petition after debtor’s
answer, see sections 542 and 543 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is 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 pro-
vided in section 561 of this title, an answer con-
troverting the allegations of a petition by or
against a debtor may be filed by any creditor or
indenture trustee or, if the debtor is not insol-
vent, by any stockholder of the debtor.

(July 1, 1898, ch. 541, §137, as added June 22,
1938, ch. 575, § 1, 52 Stat. 887.)

CODIFICATION

This section was from part of former section 207(a)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Approval or dismissal of petition after answer, see
section 544 of this title. ’

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 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 peti-
tion, if satisfied that it complies with the re-
quirements of this chapter and has been filed
in good faith, or dismissing it if not so satisfied.

(July 1, 1898, ch. 541, § 141, as added June 22,
1938, ch. 575, § 1, 52 Stat. 887.)

CODIFICATION

This section was from part of former section 207(a)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title:

§ 542. Failure of debtor to answer; non-controversial
answer

If an answer is not filed by a debtor to a peti-
tion against it, or if the answer filed does not
controvert any material allegation of the peti-
tion, the judge shall enter an order approving
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the petition if satisfied that it complies with
the requirements of this chapter and has been
filed in good faith, or dismissing it if not so sat-
isfied.

(July 1, 1898, ch. 541, § 142, as added June 22,
1938, ch. 575, § 1, 52 Stat. 887.)

CODIFICATION

This section was from part of former section 207(a)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandier Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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, with-
out the intervention of a jury, the issues pre-
sented by the pleadings and enter an order ap-
proving 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 dis-
missing it if not so satisfied.

(July 1, 1898, ch. 541, § 143, as added June 22,
1938, ch. 575, § 1, 52 Stat. 887.)

CODIFICATION

This section was from part of former section 207(a)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Right of debtor to answer, see section 536 of this
title.

SECTION REFERRED TO IN OTHER  SECTIONS
This section is 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
trustee, or stockholder shall controvert, any of
the material allegations of the petition, the
judge shall, as soon as may be, determine, with-
out the intervention of a jury, the issues pre-
sented by the pleadings and enter an order ap-
proving 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 dis-
missing it if not so satisfied.

(July 1, 1898, ch. 541, § 144, as added June 22,
1938, ch. 575, § 1, 52 Stat. 887.)
CODIFICATION

. This section was from part of former section 207(a)
of this title.
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
titie.

Cross REFERENCES
Right to 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 contro-
vert the allegations of the petition, already
been tried and finally determined under the
provisions of section 543 or 544 of this title,
such final determination shall be conclusive for
all purposes under this chapter.

(July 1, 1898, ch. 541, § 145, as added June 22,
1938, ch. 575, § 1, 52 Stat. 887.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 546. Good faith of petition

Without limiting the generality of the mean-
ing 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 the purpose of filing the peti-
tion; or

(2) adequate relief would 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 be effected; or

(4) a prior proceeding is pending in any
court and it appears that the interests of
creditors and stockholders would be best sub-
served 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 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under sectxon 1 of this
title.

§ 547. Amendment of petition to comply witb provi-
sions governing arrangements.

A petition filed under this chapter improper-
ly because adequate relief can be obtained by
the debtor under chapter 11 of this title may,
upon the application 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 chap-
ter 11 of this title be deemed to have been origi-
nally filed thereunder.

(July 1, 1898, ch. 541, § 147, as added June 22,
1938, ch. 575, § 1, 52 Stat. 888.)
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes 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 receivership proceeding,
and of any act or other proceeding to enforce a
lien against the debtor’s property.

(July 1, 1898, ch. 541, § 148, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSs REFERENCES

Power of judge to stay actions—
Prior to approval of petition, see section 513 of
this title.
Upon approval of petition, see section 516 of this
title.

§ 549. Final order of approval as determinative of
court’s jurisdiction

An order, which has become final, approving
a petition 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, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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,
is $250,000 or over, appoint one or more trust-
ees. Any trustee appointed under this chapter
shall be disinterested and shall have the quali-
fications prescribed in section 73 of this title,
except that the trustee need not reside or have
his office within the district. If such indebted-
ness is less than $250,000, the judge may ap-
point one or more such trustees or he may con-
tinue the debtor in possession. In any case
where a trustee is appointed the judge may, for
the purposes specified in section 589 of this
title, appoint as an additional trustee a person
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§ 558

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.)

CODIFICATION

This section was from part of clause (1) of the first
sentence of former section 207 (¢) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 558 of this title.

§ 557. Attorney for trustee

An attorney appointed to represent a trustee
under this chapter shall also be a disinterested
person: Provided, however, That for any speci-
fied purposes other than to represent a trustee
in conducting the proceeding under this chap-
ter the trustee may, with the approval of the
judge, employ an attorney who is not disinter-
ested.

(July 1, 1898, ch. 541, § 157, 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 sections 6 and 7 of act
June 22, 1938, set out as notes 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 section is referred to in section 558 of this title.

§ 558. Interest of persons

A person shall not be deemed disinterested,
for the purposes of sections 556 and 557 of this
title, if—

(1) he is a creditor or stockholder of the
debtor; or

(2) he is 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
petition was the underwriter of any securities
of the debtor; or

(3) he is, or was within two years prior to
the date of the filing of the petition, a direc-
tor, officer, or employee of the debtor or any
such underwriter, 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, con-
nection with, or interest in the debtor or such
underwriter, or for any reason an interest ma-
terially adverse to the interests of any class 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, 1938,
known as the Chandler Act, see sections 6 and 7 of act
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June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 562 of this title;
title 15 section 78eee.

§ 559. Termination of trustee’s appointment or debt-
or’s possession

Where the indebtedness of a debtor is less
than $250,000, the judge may at any time termi-
nate the appointment of a trustee and restore
the debtor to the possession of its property, or,
if the debtor has been continued in possession,
terminate its possession and appoint a trustee.

(July 1, 1898, ch. 541, § 159, as added June 22,
1938, ch. 575, § 1, 52 Stat. 888.)

CODIFICATION

This section was from part of clause (1) of the first
sentence of former section 207(c¢) of this title.

EFFECTIVE DATE AND CODIFICATION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
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 substitute trustees; and upon each such
appointment the judge shall fix a 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 hearing shall be given to
the persons designated in section 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.)

CODIFICATION

This section was from part of clause (1) of the first
sentence of former section 207(c) of this title.

AMENDMENTS

1962—Pub. L. 87-681 provided for the appointment
of additional cotrustees and for hearings upon all ap-
pointments.

EFfFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 561. Hearing; time and notice

The judge shall fix a time of hearing, to be
held not less than thirty days and not more
than sixty days after the approval of the peti-
tion, of which hearing at least thirty days’
notice shall be given by mail to the creditors,
stockholders, indenture trustees, the Securities
and Exchange Commission and such other per-
sons as the judge may designate, and, if direct-
ed by the judge, by publication in such newspa-
per or newspapers of general circulation as the
judge may designate.
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(July 1, 1898, ch. 541, § 161, as added June 22,
1938, ch. 575, § 1, 52 Stat. 889.)

CODIFICATION

This section was from part of clause (1) of the first
sentence of former section 207(c) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF F'UNCTIONS

Al] executive and administrative functions of the Se-
curities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Com-
mission, with authority vested in him to authorize
their performance by any officer, employee, or admin-
istrative unit under his jurisdiction, by Reorg. Plan
No. 10 of 1950, §§ 1, 2, eff. May 24, 1950, 15 F.R. 3175,
64 Stat. 1265, set out in the Appendix to Title 5, Gov-
ernment Organization and Employees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 537, 560, 562 of
this title.

§ 562. Objections at hearing to trustee or possession
of debtor

At the hearing required by section 561 of this
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 provided in
section 558 of this title.

(July 1, 1898, ch. 541, § 162, as added June 22,
1938, ch. 575, § 1, 52 Stat. 889.)

CODIFICATION

This section was from part of clause (1) of the first
sentence of former section 207(c) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1-of this
title.

§ 563. Scbedules; 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
location, quantity, and money value thereof;

(2) a schedule of its creditors of each class,
showing the amounts and character of their
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 business of each stockholder.

(July 1, 1898, ch. 541, § 163, as added June 22,
1938, ch. 575, § 1, 52 Stat. 889.) ’
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CODIFICATION

This section was from part of clause (4) of the first
sentence of of former section 207(c) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938.
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 565, 566 of this
title.

§ 564. Scheduies of debtor not continued in posses-
- sion

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 charac-
ter of their claims and securities 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 stockholder and the last-known
post-office address or place of business of each
stockholder.

(July 1, 1898, ch. 541 § 164, as added June 22,
1938, ch. 575, § 1, 52 Stat. 889.)

CODIFICATION

This section was from part 6f clause (4) of the first
sentence of former section 207(c) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 565, 566 of this
title.

§ 565. Information of third persons as to security
holders

If in any case it appears that a person, other
than the debtor or its trustee, has in his posses-
sion or under his control a list of security hold-
ers of the debtor or information in respect to
their names, addresses, or the securities held by
any of them, and such list or information is
necessary in order to disclose the names and ad-
dresses of the beneficial owners of such securi-
ties, or to prepare or complete the schedules re-
quired to be filed under section 563 of this title
or the lists required to be filed under section
564 of this title, the court shall direct such
person, after a hearing upon notice to him, to
produce such list or a true and correct copy
thereof, or to furnish such information, or to
permit the inspection or use thereof, as may be
deemed by the court necessary for the forego-
ing purposes.

(July 1, 1898, ch. 541, § 165, 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 sections 6 and 7 of act
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June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 566 of this title.

§ 566. Impounding schedules, lists, copies, or informa-
tion; inspection or use

The court may, upon cause shown, direct the
impounding of the schedules, lists, copies, or in-
formation 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 or stockholder upon such terms as the
court may prescribe: Provided, That the court
may refuse to permit such inspection by any
creditor or stockholder who acquired his claim
or stock within three months preceding the
filing of the petition under this chapter or
during the pendency of the proceeding.

(July 1, 1898, ch. 541, § 166, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. -

§ 567. Powers and duties; trustee

The trustee upon his appointment and quali-
fication—

(1) shall, if the judge shall so direct, forth-
with investigate the acts, conduct, property,
liabilities, and financial condition of the
debtor, the operation of its business and the
desirability of the continuance thereof, and
any other matter relevant to the proceeding
or to the formulation of a plan, and report
thereon to the judge;

(2) may, if the judge shall so direct, exam-
ine the directors and officers of the debtor
and any other witnesses concerning the fore-
going matters or any of them;

(3) shall report to the judge any facts ascer-
tained by him pertaining to fraud, miscon-
duct, mismanagement and irregularities, and
to any causes of action 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 m performing the duties
imposed upon him under this chapter;

(5) shall, at the earliest date practicable,
prepare and submit a brief statement of his
investigation of the property, liabilities, and
financial condition of the debtor, the oper-
ation of its business and the desirability of
the continuance thereof, in such form and
manner as the judge may direct, to the credi-
tors, stockholders, indenture trustees, the Se-
curities and Exchange Commission, and such
other persons as the  judge may designate;
and

(6) shall give notice to the creditors and
stockholders 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, 52 Stat. 890.)
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF FUNCTIONS

For transfer of functions of the Securities and Ex-
change Commission, see note under section 561 of this
title.

CROSS REFERENCES

Employment of officers of debtor, see section 591 of
this title.

Operation of business and management of property,
see section 589 of this title.

Plan, preparation and filing, see section 569 of this
title.

Reports, see section 590 of this title.

Schedules and lists, preparation and filing, see sec-
tion 564 of this title.

Title, rights, and powers of trustees, see section 586
et seq. of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 568 of this title;
title 15 section 78fff.

§ 568. Powers and duties of 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 file a plan
and to perform the duties imposed upon a
trustee under paragraphs (1) to (5), inclusive, of
section 567 of this title, or to perform any of
such duties.

(July 1, 1898, ch. 541, § 168, as added June 22,
1938, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 569. Preparation, filing, and hearing on plan; trust-
ee 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 stockholder.

(July 1, 1898, ch. 541, § 169, as added June 22,
1938, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CrOss REFERENCES

Creditors and stockholders, trustee to notify of riéht
to propose plans, see section 567 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 571, 572, 574 of
this title.
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§ 570. Plan where 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;
(3) by any stockholder, if the debtor is not

found to be insolvent; .

(4) by the examiner, if so directed by 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, 52 Stat. 890.)

CODIFICATION

This section was from former section 207(d) of this
title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 571, 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 indenture trustees, the Secretary of the
Treasury, the Securities and Exchange Com-
mission, and such other persons as the court
may designate. The judge may, upon the appli-
cation 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. 575, § 1, 52 Stat. 890.)
CODIFICATION

This section was from part of clause (7) of former
section 207(c) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF FUNCTIONS

For transfer of functions of the Securities and Ex-
change Commission, see note under section 561 of this
title. :

§ 572. Submission of plans to Securitites and Ex-
change Commission for report

After the hearing, as provided in section 569

.or 570 of this title, and before the approval of

any plan, 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
shall, if such indebtedness exceeds $3,000,000,
submit to the Securities and Exchange Com-
mission for examination and report the plan or
plans which the judge regards as worthy of con-
sideration. Such report shall be advisory only.



Page 1221

(July 1, 1898, ch. 541, § 172, as added June 22,
1938, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

' TRANSFER OF FUNCTIONS

For transfer of functlons of the Securities and Ex-
change Commission, see note under section 571 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section Is referred to in sections 574, 575 of this
title.

§ 573. Ap'proval of plan; order to await report of Com-
mission

The judge shall not enter an order approving
‘a plan submitted to the Securities and Ex-
change Commission until after the Securities
and Exchange Commission has filed its report
thereon or has notified the judge that it will
not file a report, or until the expiration of such
reasonable time for the filing of such report as
the judge has fixed, whichever first occurs.

(July 1, 1898, ch. 541, § 173, as added June 22,
1938, ch. 575, § 1, 52 Stat. 891.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF FUNCTIONS

For transfer of functions of the Securities and Ex-
change Commission, see note under section 561 of this
title.

§ 574. Entry of order approving plan and fixing time
for acceptance

After the hearing, as provided in section 569
or 570 of this title, and, if a plan has been sub-
mitted to the Securities and Exchange Commis-
sion, 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 plans which in his opinion comply with
the provisions of section 616 of this title, and
which are fair and equitable, and feasible, and
shall fix a time within which the creditors and
stockholders 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, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
titie.

TRANSFER OF F'UNCTIONS

For transfer of functions of the Securities and Ex-
change Commission, see note under section 561 of this
title.

CROss REFERENCES

Acceptance of plan—
Confirmation, acceptance as prerequisite, see sec-
tions 579 and 621 of this title.
Form and manner, see section 579 of this title.
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Approval of plan, public utility, see section 577 of
this title.

Confirmation of plan by judge, see section 621 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This sectlon 1s 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 trans-
mit, 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, approv-
ing the plan, or plans, or a summary thereof
approved by the judge;

(3) the report, if any, filed in the proceed-
ing by the Securities and Exchange Commis-
sion, as provided in section 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 informa-
tion of creditors and stockholders.

(July 1, 1898, ch. 541, § 175, as added June 22,
1938, ch. 575, § 1, 52 Stat. 891.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF FUNCTIONS

For transfer of functions of the Securities and Ex-
change Commission, see note under section 561 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 576 of this title.

§ 576. Soliciting acceptance of plan hefore order of
approval

No person shall, without the consent of the
court, solicit any acceptance, conditional or un-
conditional, of any plan, or any authority, con-
ditional or unconditional, to accept any plan,
whether by proxy, deposit, power of attorney
or otherwise, until after the entry of an order.
approving such plan and the transmittal there-
of to the creditors and stockholders, as pro-
vided in section 575 of this title; and any such
authority or acceptance given, procured, or re-
ceived by reason of a solicitation prior to such
approval and transmittal shall be invalid,
unless such consent of the court has been so ob-
tained.

(July 1, 1898, ch. 541, §176, as added June 22,
1938, ch. 575, § 1, 52 Stat. 891.)
’ EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
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June 22, 1938, set out as notes under section 1 of this
titie.

CROSS REFERENCES

Form and manner of acceptance, see section 579 of
this title.
Good faith of acceptance—
Disqualification of votes in absence of, see section
603 of this title.
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 public-utility corpora-
tion, subject to the jurisdiction of a commission
having regulatory jurisdiction over the debtor,
a plan shall not be approved, as provided in sec-
tion 574 of this title, until—

(1) it shall have been submitted to each
such commission; ’

(2) an opportunity shall have been afforded
each such commission to suggest amendments
or offer objections to the plan; and

(3) the judge shall have considered such
amendments or objections at a hearing at
which such commission may be heard.

(July 1, 1898, ch. 541, § 177, as added June 22,
1938, ch. 575, § 1, 52 Stat. 891.)

CODIFICATION

This section was from the first sentence of para-
graph (2) of former section 207(e) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 578 of this title.

§ 578. Plan approval for intrastate public utility

In case a debtor is a public utility corpora-
tion, wholly intrastate, subject to the jurisdic-
tion of a State commission having regulatory
jurisdiction over such debtor, a plan shall not
be approved, as provided 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 approval or disap-
proval within thirty days, or such further time
as the court may prescribe, after the submis-
sion of the plan to it, as provided in section 577
of this title, the public interest shall, for the
purposes of such approval and of the confirma-
tion of the plan, 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.)
CODIFICATION

This section was from the second sentence of para-
graph (2) of former section 207(e) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TITLE 11-BANKRUPTCY

Page 1222

§ 579. Acceptance of plan; hearing for confirmation

After a plan has been accepted in writing,
filed in court, by or on behalf of creditors hold-
ing 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 stockhold-
ers or of any class of them who are not affected
by the plan or whose claims or stock are dis-
qualified pursuant to section 603 of this title, or
for whom payment or protection has been pro-
vided as prescribed in paragraphs (7) and (8) of
section 616 of this title, the judge shall fix a
hearing, upon notice to the debtor, creditors,
stockholders, indenture trustees, the Secretary
of the Treasury, the Securities and Exchange
Commission, and such other persons as the
judge may designate, for the consideration of
the confirmation of the plan and of such objec-
tions as may be made to the confirmation.

(July 1, 1898, ch. 541, § 179, as added June 22,
1938, ch. 575, § 1, 52 Stat. 892.)

CODIFICATION

This section was from part of paragraph (1) of
former section 207(e) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF FUNCTIONS

For transfer of functions of the Securities and Ex-
change Commission, see note under section 561 of this
title.

CROSS REFERENCES

Acceptance of plan—
Alteration or modification of plan, see sections 622
and 623 of this title.
Classification of creditors and stockholders, see
section 597 of this title.
Good falth as prerequisite to confirmation, see sec-
tion 621 of this title.
Good faith, disqualifilcation of votes in absence, see
section 603 of this title.
Indenture trustee, see section 598 of this title.
Rejected executory contract holder, see section
602 of this title.
Soliciting acceptance before approval, see section
576 of this title.
Time for acceptance, see section 574 of this title.
United States as creditor, see section 599 of this
title.
Confirmation of plan by judge, see section 621 of
this title.

§ 580. Effect of order of approval of plan on right to
object to confirmation

The order of the judge approving a plan, as
provided in section 574 of this title, shall not
affect the right of the debtor, a creditor, inden-

" ture trustee, or stockholder to object to the

confirmation of the plan.
(July 1, 1898, ch. 541, § 180, 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 Chandler Act, see sections 6 and 7 of act
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June 22, 1938, set out as notes“ 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 qualifi-
cation, shall be vested with such title as a trust-
ee appointed under section 72 of this title
would have.

(July 1, 1898, ch. 541, § 186, as added June 22,
1938, ch. 575, § 1, 52 Stat. 892.)

CODIFICATION

This section was from part of clause (2) of the first
sentence of former section 207(c) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 587. Rights, powers, and duties of trustee

Where not inconsistent with the provisions of
this chapter, a trustee, upon his appointment
and qualification, shall be vested with the same
rights, be subject to the same duties, and exer-
cise the same powers as a trustee appointed
under section 72 of this title, and, if authorized
by the judge, shall have and may exercise such
additional rights and powers as a receiver 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.)

CODIFICATION

This section was from part of clause (2) of the first
sentence of former section 207(c) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSs REFERENCES
Generaliy, see section 567 of this title.

§ 588. Debtor in possession: title, rights, duties and
powers

A debtor continued in possession of its prop-
erty shall have all the title, be vested with all
the rights, be subject to all the duties, and ex-
ercise 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.)

CODIFICATION

This section was from part of former section 207(c)
of this title.
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 589. Operation of business and management of
property; reports

A trustee or debtor in possession, upon au-
thorization by the judge, shall operate the busi-
ness 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 management shall file re-
ports 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, § 1, 52 Stat. 892.)

CODIFICATION

This section was from part of former section 207(c)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

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

§ 590. Reports; form; contents; inspection; distribution

The reports of the trustee or debtor in posses-
sion shall be in such form and contain such in-
formation as the court may prescribe and shall
at all times be open to the examination of any
party in interest. The court shall direct copies
or summaries of annual reports, and may direct
copies or summaries of other reports, to be
mailed to the creditors, ‘stockholders, and in-
denture trustees, and may also direct the publi-
cation of summaries of any such reports in such
newspaper or newspapers of general circulation
as the court may designate. The Securities and
Exchange 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.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF FUNCTIONS

For transfer of functions of the Securities and Ex-
change Commission, see note under section 561 of this
title.

§ 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.)
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CODIFICATION

This section was from part of former section 207(c)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 credi-
tors and of the interests of stockholders may be
filed and allowed. Objections by any party in
interest to the allowance of any such claims or
interests shall be heard and summarily deter-
mined by the court.

(July 1, 1898, ch. 541, § 196, as added June 22,
1938, ch. 575, § 1, 52 Stat. 893.)

CODIFICATION

This section was from part of clause (6) of the first
sentence of former section 207(c) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 597. Classification of creditors and stockholders

For the purposes of the plan and its accep-
tance, the judge shall fix the division of credi-
tors and stockholders into classes according to
the nature of their respective claims and stock.
For the purposes of such classification, the
judge shall, if necessary, 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 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.)

CODIFICATION

This section was from part of clause (6) of the first
sentence of former section 207(c¢) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSs REFERENCES

Acceptance of plan—

Form and manner, see section 579 of this title.

Indenture trustee, acceptance by, see section 598
of this title.

Rejected executory contract holder, see section
602 of this title.

United States as creditor, see section 599 of this
title.
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§ 598. Claims by indenture trustee for all holders
under trust

An indenture trustee may file claims for all
holders, 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 nec-
essary for the acceptance of the plan only the
claims filed by the holders thereof, and al-
lowed, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. i

CROSS REFERENCES

Acceptance of plan generally, see section 579 of this
title.

§ 599. United States as creditor

If the United States is a secured or unsecured
creditor 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 is 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 States is a secured or unse-
cured 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 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 a plan for more than nimety days after
receipt of written notice so to do from the court
to which the plan has been proposed, accompa-
nied by a certified copy of the plan, his consent
shall be conclusively presumed.

(July 1, 1898, ch. 541, § 199, as added June 22,
1938, ch. 575, § 1, 52 Stat. 893.)
CODIFICATION

This section was from part of paragraph (1) of
former section 207(e) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSs REFERENCES

Acceptance of plan generally, see section 579 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 621 of this title.

§ 600. 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 debtor shall be the same,
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before the approval of the petition, as in a
bankruptcy proceeding before adjudication and,
upon the approval of the petition, as in a bank-
ruptcy proceeding upon adjudication.

(July 1, 1898, ch. 541, § 200, as added June 22,
1938, ch. 575, § 1, 52 Stat. 893.)

CODIFICATION

This section was from former section 207(o0) of this
title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 601. Provability of claims arising after petition

All ciaims 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 posses-
sion, whichever first occurs, shall be provable.

(July 1, 1898, ch. 541, § 201, 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 sections 6 and 7 of act
June 22, 1938, set out as notes 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 reject-
ed pursuant to the provisions of a plan or to
the permission of the court given in a proceed-
ing under this chapter, or shall have been re-
jected by a trustee or 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 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 contained in such lease shall
be provable, but shall be limited to an amount
not to exceed the rent, without acceleration, re-
served 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 filing of the petition, plus
unpaid accrued rent, without acceleration, up
to such date of surrender or reentry: Provided,
That the court shall scrutinize the circum-
stances of an assignment of a future rent claim
and the amount of the consideration paid for
such assignment in determining the amnount of
damages allowed the assignee thereof.

(July 1, 1898, ch. 541, § 202, as added June 22,
1938, ch. 575, § 1, 52 Stat. 893.)

CODIFICATION

This section was from part of former section 207(b)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
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June 22, 1938, set out as notes under section 1 of this
title. ’

CROSS REFERENCES

Acceptance of plan generally, see section 579 of this
title.

Creditor, definition of, see section 506 of this title.

Rejection of executory contract as breach thereof,
see section 103 of this title.

§ 603. Disqualification of votes on acceptance in ab-
sence of good faith

If the acceptance or failure 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 ac-
ceptance of a plan.

(July 1, 1898, ch. 541, § 203, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Confirmation, good faith of acceptance as prerequi-
site, see section 621 of this title.

Form and manner, generally, of acceptance, see sec-
tion 579 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section i$ 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 affected, 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 se-
curities, shall file, assign, transfer, or release
their claims; and

(2) the holders of securities shall present or
surrender their securities. After such time no
such claim or stock shall participate in the
distribution under the plan.

(July 1, 1898, ch. 541, § 204, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in scction 605 of this title.

§ 605. Unclaimed cash and securities

The securities or cash remaining unclaimed
at the expiration 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 the case
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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.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. :

§ 606. Persons entitled to hearings

The debtor, the indenture trustees, and any
creditor 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 em-
ployees’ association, representative of employ-
ees of the debtor, to be heard on the economic
souhdness of the plan affecting the interests of
the employees.

(July 1, 1898, ch. 541, § 206, as added June 22,
1938, ch. 575, § 1, 52 Stat. 894.)

CODIFICATION

This section was from part of former section 207(c)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

' Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 8 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CRrOSs REFERENCES

Labor unions, organization and membership, see sec-
tion 672 of this title.

§ 607. Intervention of parties; notices generally

The judge may for cause shown permit a
party in interest to intervene generally or with
respect to any specified matter. Except where
otherwise provided in this chapter, the judge
may from time to time enter orders designating
the matters in respect to which, the persons to
whom, and the form and manner in which
notice shall be given.

(July 1, 1898, ch. 541, § 207, as added June 22,
1938, ch. 575, § 1, 52 Stat. 894.)

CODIFICATION

This section was from part of former section 207(c)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. .

CRrOSS REFERENCES

Notices, general provisions concerning, see section
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, file a
notice of its appearance in a proceeding under
‘this chapter. Upon the filing of such a notice,
the Commission shall be deemed to be a party
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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 proceeding 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 file 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.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,

- known as the Chandler Act, see sections 8 and 7 of act

June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF FUNCTIONS

For transfer of functions of the Securities and Ex-
change Commission, see note under section 561 of this
title.

§ 609. Representation in proceedings

Any creditor or stockholder may in a proceed-
ing under this chapter act in person, by an at-
torney at law, or by a duly authorized agent or
committee.

(July 1, 1898, ch. 541, § 209, as added June 22,
1938, ch. 575, § 1, 52 Stat. 895.)

CODIFICATION

This section was from part of former section 207(b)
of this title. ’

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 8 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 610. 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 creditors or stockholders,
the nature and amounts of their claims or
stock, and the time of acquisition thereof,
except as to claims or stock alleged to have
been acquired more than one year prior to the
filing of the petition.

(July 1, 1898, ch. 541, § 210, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 611. Statement by committees, etc., and indenture
trnstees

Every person or committee, representing
more than twelve creditors or stockholders, and
every indenture trustee, who appears in the
proceeding shall file with the court a state-
ment, under oath, which shall include-

(1) a copy of the instrument, if any, where-
by such person, committee, or indenture
trustee is empowered to act on behalf of
creditors or stockholders;

(2) a recital of the pertinent facts and cir-
cumstances in connection with the employ-
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ment of such person or indenture trustee,
and, in the case of a committee, the name or
names of the person or persons at whose in-
stance, directly or indirectly, such employ-
ment was arranged or the committee was or-
ganized or formed or agreed to act;

(3) with reference to the time of the em-
ployment of such person, or the organization
or formation of such committee, or the ap-
pearance in the proceeding of any indenture
trustee, a showing of the amounts of claims
or stock owned by such person, the members
of such committee or such indenture trustee,
the times when acquired, the amounts paid
therefor, and any sales or other disposition
thereof; and .

(4) a showing of the claims or stock repre-
sented by such person or committee and the
respective amounts thereof, with an averment
that each holder of such claims or stock ac-
quired 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, 52 Stat. 895.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 612. Powers of court as to representation, account-
ing, unfair powers, claims, stock acquisition

The judge may examine and disregard any
provision of a deposit agreement, proxy, power
or warrant of attorney, trust mortgage, trust in-
denture, or deed of trust, or committee or other
authorization, by the terms of which an agent,
attorney, indenture trustee, or committee pur-
ports to represent any creditor or stockholder,
may enforce an accounting thereunder, may re-
strain the exercise of any power which he finds
to be unfair 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 paid there-
for. :

(July 1, 1898, ch. 541, § 212, as added June 22,
1938, ch. 575, § 1, 52 Stat. 895.)

CODIFICATION

This section was from part of former section 207(b)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 613 of this title.

§ 613. Representation of creditors or stockholders; in-
tervention

Without limiting the powers of the judge
under section 612 of this title, an agent, inden-
ture trustee, or committee, purporting to repre-
sent creditors or stockholders, shall not be
heard or allowed to intervene in a proceeding
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under this chapter until such person or persons
shall have satisfied the court that they have
complied with all applicable laws regulating the
activities and personnel of such persons.

(July 1, 1898, ch. 541, § 213, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
titie.

SUBCHAPTER X—PROVISIONS OF PLAN

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in section 621 of this
titie.

§ 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 unse-
cured, and may include in respect to stock-
holders generally or some class of them, pro-
visions altering or modifying their rights,
either through the issuance of new securities
of any character or otherwise;

(2) may deal with all or any part of the
property of the debtor;

(3) shall provide for the payment of all
costs and expenses of administration and
other allowances which may be approved or
made by the judge;

(4) may provide for the rejection of any ex-
ecutory 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 stockhold-
ers or any class of them not to be affected by
the plan and the provisions, if any, with re-
spect 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 re-
quired under this chapter, adequate protec-
tion 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 circumstances of the particular case,
equitably and fairly provide such protection;

(8) shall provide for any class ‘of stockhold-
ers which is affected by the plan and does not
accept the plan by the majority of the stock
required under this chapter, adequate protec-
tion 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 pro-
vided 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 (b) by ap-
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praisal 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
provide such protection: Provided, however,
That such protection shall not be required if
the judge shall determine that the debtor is
insolvent;

(9) may include, where any indebtedness is
created or extended under the plan for a
period of more than five years, provisions for
the retirement of such indebtedness by stated
or determinable payments out of a sinking
fund or otherwise, (a) if secured, within the
expected useful life of the security therefor,
or (b) if unsecured, or if the expected useful
life of the security is not fairly ascertainable,
then within a specified reasonable time, not
to exceed forty years; .

(10) shall provide adequate means for the
execution of the plan, which may include: the
retention by the debtor of all or any part of
its property; the sale or transfer of all or any
part of its property to one or more other cor-

. porations theretofore organized or thereafter
to be organized; the merger or consolidation
of the debtor with one or more other corpora-
tions; the sale of all or any part of its proper-
ty, either subject to or free from any lien, at
not less than a fair upset price and the distri-
bution of all or any assets, or the proceeds de-
rived from the sale thereof, among those
having an interest therein; the satisfaction or
modification of liens; the cancelation or modi-
fication of indentures or of other similar in-
struments; the curing or waiver of defaults;
the extension of maturity dates and changes
in interest rates and other terms of outstand-
ing 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 securi-
ties, in satisfaction of claims or stock or for
other appropriate purposes;

(11) shall include provisions which are equi-
table, compatible with the interests of credi-
tors and stockholders, and consistent with
public policy, with respect to the manner of
selection of the persons who are to be direc-
tors, officers, or voting trustees, if any, upon
the consummation of the plan, and their re-
spective successors;

'(12) shall provide for the inclusion in the
charter of the debtor, or any corporation or-
ganized 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 distribution of such

-power among such classes, including, in the

case of any class of stock having a prefer-

ence over other stock with respect to divi- -

dends, adequate provisions for the election
of directors representing such preferred
class in the event of default in the payment
of such dividends; and

(bX(1) provisions which are fair and equi-
table and in accordance with sound business
and accounting practice, with respect to the
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terms, position, rights, and privileges of the
several classes of securities of the debtor or
of such corporation, including, without
limiting the generality of the foregoing, -
provisions with respect to the issuance, ac-
quisition, purchase, retirement or redemp-
tion of any such securities, and the declara-
tion and payment of dividends thereon; and
(2) in the case of a debtor whose indebted-
ness, liquidated as to amount and not con-
tingent as to liability, is $250,000 or over,
provisions with respect to the making, not
less than once annually, of periodic reports
to security holders which shall include
profit and loss statements and balance
sheets prepared in accordance with sound
business and accounting practice;

(13) may include provisions for the settle-
ment 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 their retention and enforcement
by the trustee or, if the debtor has been con-
tinued in possession, by an examiner appoint-
ed 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.)

CODIFICATION

Par. (1) was from clauses (1) and (2) of the first sen-
tence of former section 207(b) of this title.

Par. (2) was from part of clause (10) of the first sen-
tence of former section 207(b) of this title.

Par. (3) was from clause (3) of the first sentence of
former section 20'7(b) of this title.

Par. (4) was from clause (6) of the first sentence of
former section 20'7(b) of this title.

Par. (5) was from clause (8) of the first sentence of
former section 20'7(b) of this title.

Par. (6) was from clause (7) of the first sentence of
former section 20'7(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 first sentence of
former section 20'7(b) of this title.

Par. (10) was from clause (9) 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.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set put as notes under section 1 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.

SECTION REFERRED TO IN OTHER SECTIONS

This section is 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 satisfied

that—
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(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 feasi-
ble;

(3) the proposal of the plan and its accep-
tance are in good faith and have not been
made or procured by means or promises for-
bidden 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 reason-
able 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 affili-
ations of the persons who are to be directors
or officers, or voting trustees, if any, upon the
consummation of the plan, have been fully
disclosed, and that the appointment of such
persons to such offices, or their continuance
therein, is equitable, compatible with the in-
terests of the creditors and stockholders and
consistent with public policy.

(July 1, 1898, ch. 541, § 221, as added June 22,
1938, ch. 575, § 1, 52 Stat. 897.)

CODIFICATION

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 section 207(f) of this title.

Par. (4) was from clause (5) of the first sentence of
former section 207(f) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 absence, see
section 603 of this title.

Time for acceptance, see section 574 of this title.

United States as creditor, see section 599 of this
title.

Application of internal revenue laws to issuance,
transfer or exchange of securities, or to conveyances
to effectuate plan 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 section 516 of this title.
Rejected holder of, as creditor, see section 602 of
this title.

Hearing for confirmation of plan, see section 579 of
this title.

§ 622. Alteration or modification of plan

A plan may be altered or modified, with the
approval of the judge, after its submission for
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acceptance and before or after its confirmation
if, in the opinion of the judge, the alteration or
modification does not materially and adversely
affect the interests of creditors or stockholders.
If the judge finds that the proposed alteration
or modification, 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 alter-
ation or modification. The requirements in
regard to notice of hearing, to submission to
the Securities and Exchange Commission, to ac-
ceptance, to filing and hearing of objections to
confirmation and to the confirmation, as pre-
scribed 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.)

CODIFICATION

This section was from part of the second sentence of
former section 207(f) of this title.

EFFECTIVE DATE AND CONSTEUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF FUNCTIONS

For transfer of functions of the Securities and Ex-
change Commission, see note under section 561 of this
title.

CroSS REFERENCES

Acceptance of plan generally, see section 579 of this
title.

§ 623. Acceptance by creditors and stockholders of al-
tered plan

Any creditor or stockholder who has previ-
ously accepted the plan proposed to be altered
or modified and who does not file a written re-
jection of the proposed alteration or modifica-
tion within the time fixed by the judge, shall be
deemed to have accepted the alteration or
modification and the plan so altered or modi-
fied unless the previous acceptance provides
otherwise.

(July 1, 1898, ch. 541, § 223, as added June 22,
1938, ch. 575, § 1, 52 Stat. 898.)
CODIFICATION

This section was from part of the second sentence of
former section 207(£) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. .

Cross REFERENCES

Acceptance of plan generally, see section 579 of this
title.

§ 624. Effect of confirmation

Upon confirmation of a plan—

(1) the plan and its provisions shall be bind-
ing upon the debtor, upon every other corpo-
ration issuing securities or acquiring property
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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 al-
lowed 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 provisions of the plan and with all orders
of the court relative thereto and shall take all
action necessary to carry out the plan, includ-
ing, in the case of a public-utility corporation,
the procuring of authorization, approval, or
consent of each commission having regula-
tory 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 mnoneys 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, whose claims or stock have been
listed by the trustee or scheduled by the
debtor in possession and are not contingent,
unliquidated or disputed.

(July 1, 1898, ch. 541, § 224, as added June 22,
1938, ch. 575, §1, 52 Stat. 898, and amended
July 17, 1952, ch. 579, § 25, 66 Stat. 430.)

CODIFICATION

Par. (1) was from former section 207(g) of this title.
Par. (2) was from part of former section 207(f) of
this title.

AMENDMENTS

1952—Par. (4). Act July 7, 1952, substituted “and are
not contingent, unliquidated or disputed” for “as fixed
claims or stock, liquidated in amount and not disput-
ed”.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CRrOSs REFERENCES
Creditors, surrender, etc., of claims, see section 604
of this title.
SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in sections 604, 625, 629 of
this title.

§ 625. Objections to distribution

Where the claims or stock specified in para-
graph (4), clause (b), of section 624 of this title
are objected to by any party in interest, the ob-
jection shall be heard and summarily deter-
mined by the court.
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(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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 626. Property to be free of claims; exceptions

The property dealt with by the plan, when
transferred by the trustee to the debtor or
other corporation or corporations provided for
by the plan, or when transferred by the debtor
in possession to such other corporation or cor-
porations, or when retained 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.)

CODIFICATION

This section was from part of the first sentence of
former section 207(h) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 627. Execution of instruments, satisfaction of liens,
etc.

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 execution and delivery of such im-
struments as may be requisite to effect a reten-
tion 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
consummation of the plan.

(July 1, 1898, ch. 541, § 227, as added June 22,
1938, ch. 575, § 1, 52 Stat. 899.)

CODIFICATION

This section was from part of the first sentence of
former section 207(h) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 liabilities and terminating all rights and
interests of stockholders of the debtor, except
as provided in the plan or in the order con-
firming the plan or in the order directing or
authorizing the transfer or retention of prop-
erty;

(2) discharging the trustee, if any;
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(3) making such provisions by way of in-
junction 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.)

CODIFICATION

This section was from the second and third sen-
tences of former section 207(h) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 629. Acts deemed consummating plan; order declar-
ing consummation; substantial alteration or
modification

(a) A plan shall be deemed to have been sub-
stantially consummated if, insofar as applica-

ble, 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 pur-
pose 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 corpora-
tion 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 provisions of subdivi-
sion (a) of this section.

(c) When a plan has been substantially con-
summated 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 pro-
posed alteration or modification materially and
adversely affects the participation provided for
any class of creditors or stockholders by the
plan.

(July 1, 1898, ch. 541, § 229, as added July 7,
1952, ch. 579, § 26, 66 Stat. 431.)
EFFECTIVE DATE

Act July 17, 1952 effective 3 months after July 7,
1952, see section 57 of act July 7, 1952, set out as a
note under section 1 of this title.

TRANSFER OF F'UNCTIONS

For transfer of functions of the Securities and Ex-
change Commission, see note under section 561 of this
title.
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SUBCHAPTER XII-DISMISSALS AND
ADJUDICATIONS

§ 636. Failure to effectuate plan or consummation

If no plan is proposed within the time fixed
or extended by the judge, or if no plan pro-
posed 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 sec-
tion 527 of this title, enter an order dismiss-
ing the proceeding under this chapter and di-
recting that the bankruptcy be proceeded
with pursuant to the provisions of this title;
or

(2) where the petition was filed under sec-
tion 528 of this title, after hearing upon
notice to the debtor, stockholders, creditors,
indenture trustees, and such other persons as
the judge may designate, enter an order
either adjudging the debtor a bankrupt and
directing that bankruptcy be proceeded with
pursuant to the provisions of this title, or dis-
missing the proceeding under this chapter, as
in the opinion of the judge may be in the in-
terests of the creditors and stockholders.

(July 1, 1898, ch. 541, § 236, as added June 22,
1938, ch. 575, § 1, 52 Stat. 899.)

CODIFICATION

Somewhat similar provisions were contained in
former section 207(c)(8) and (k) of this title.

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 sec-
tion 528 of this title, 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.)

CODIFICATION

This section was from former section 207(c)(8) of
this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 638. Procedure upon order directing that bankrupt-
cy be proceeded witbh

(a) Reinstatement of bankruptcy proceeding; trustee;
filing of separatc 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
bankruptcy be proceeded with—
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(1) where the petition was filed under sec-
tion 527 of this title, the bankruptcy proceed-
ing shall be deemed reinstated and shall
thereafter be conducted, so far as possible, as
if the petition under this chapter had not
been filed; or where the petition was filed
under section 528 of this title, the proceeding
shall thereafter be conducted so far as possi-
ble, in the same manner and with like effect
as if an involuntary petition for adjudication
had been filed at the time when the petition
under this chapter was filed, and a decree of
adjudication had been entered at the time
when the petition under this chapter was ap-
proved;

(2) a trustee shall be elected or appointed
pursuant to section 72 of this title and. shall
supersede any trustee previously appointed;

(3) a separate schedule listing unpaid obli-
gations incurred after the filing of the peti-
tion 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, 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 obliga-
tions incurred and contracts assumed or en-
tered into by it while continued in possession
and before the qualification of a receiver or
trustee, if any, under this chapter, and if a re-
ceiver or trustee has qualified, the schedule
and statement 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 provided in this sec-
tion, 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 prov-
able under section 103 of this title shall be al-
lowed; 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 credi-
tors was made before the filing of such peti-
tion, the date of mailing of notice to creditors
of the entry of the order directing that bank-

. ruptcy be proceeded with shall, for the pur-
pose of subdivision (n) of section 93 of this
title, be deemed to be the first date set for
the first meeting of creditors; but if the time
for filing claims in a pending bankruptcy pro-
ceeding had expired prior to the filing of a
petition under this chapter, 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 bankruptecy
procqeding.

tere matantine
(b) Executory contracts; rejection

Any contract which is entered into or as-
sumed by a debtor in possession, receiver, or
trustee in a proceeding 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
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qualification 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 supersed-
ed proceeding is rejected, the resulting liability
shall constitute a cost of administration of the
superseded proceeding.

(¢) Filing of claims

Upon the filing of the schedule and state-
ment required by subdivision (a) of this section,
the court shall make an order directing the
claims against the debtor in possession, receiv-
er, 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 des-
ignate the form and manner in which the
notice shall be given. Notwithstanding the fore-
going, claims not duly scheduled as provided in
subdivision (a) of this section and claims arising
from rejection of executory contracts under
subdivision (b) of this section may be filed

-within such further time as the court may

direct. Except as otherwise provided in this sec-
tion, claims against the debtor in possession, re-
ceiver, or trustee shall be proved and filed in
the manner provided in section 93 of this title.

(d) Disallowance of untimely claims; surplus

Claims directed to be filed under subdivision
(c) of this section but not filed within the time
therein provided shall not be allowed and shall
be barred, and the debtor in possession, receiv-
er, or trustee shall be forever discharged from
any liability with respect to such claims. When
all claims which have been duly allowed have
been paid in full, claims directed to be filed but
not filed within the time prescribed pursuant to
subdivision (¢) and claims not allowable under
paragraph (4) of subdivision (a) of this section
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, § 238, as added June 22,
1938, ch. 575, §1, 52 Stat. 899, and amended,
July 7, 1952, ch. 579, § 27, 66 Stat. 431; Nov. 28,
1967, Pub. L. 90-157, § 2, 81 Stat. 512.)

CODIFICATION
Somewhat similar provisions were contained in
former section 207(c)(8) and (k) of this title.
AMENDMENTS

1967—Subd. (a). Pub. L. 90-157 designated existing
provisions as subd. (a), provided for election of trust-
ees in par. (2), added par. (3), redesignated former par.
(3) as (4), inserted therein the phrase “except as oth-

© erwise provided in this section,” and deleted ‘“and

owing to” preceding ‘‘the United States”.

Subds. (b) to (d). Pub. L. 90-157 added subds. (b) to
().

1852—Par. (3). Act July 7, 1852, permitted claims to
be filed within six months rather than three months
when bankruptcy ensues upon the failure of the plan
and to make claims for taxes receive parallel treat-
ment.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a note under section 1 of this title.
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is 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 title.

Prior proceedings, allowance of costs and expenses
in, see section 658 of this title.

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in section 659 of this
title.

§ 641. Petitioning creditors; court ofﬁcé}'s; attorneys
therefor

The judge may allow reimbursement for
proper costs and expenses incurred by the peti-
tioning creditors and reasonable compensation
for services rendered and reimbursement for
proper costs and expenses incurred in a pro-
ceeding 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 referees 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.)

CODIFICATION

This section was from part of clause (9) of the first
sentence of former section 207(c) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 642. Representatives and other parties in interest;
attorneys therefor

The judge may allow reasonable compensa-
tion for services rendered and reimbursement
for proper costs and expenses incurred in con-
nection with the administration of an estate in
a proceeding under this chapter or in connec-
tion with a plan approved by the judge, wheth-
er or not accepted by creditors and stockhold-
ers or finally confirmed by the judge—

(1) by indenture trustees, depositaries, reor-
ganization managers, and committees or rep-
resentatives of creditors or stockholders;

(2) by any other parties in interest except
the Securities and Exchange Commission;
and

TITLE 11-BANKRUPTCY

§ 644

(3) by the attorneys or agents for any of the
foregoing except the Securities and Exchange
Commission.

(July 1, 1898, ch. 541, § 242, as added June 22,
1938, ch. 575, § 1, 52 Stat. 900.)

CODIFICATION

This section was from part of clause (9) of the first
sentence of former section 207(¢) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF FPUNCTIONS

For transfer of functions of the Securities and Ex-
change Commission, see note under section 561 of this
title.

§ 643. Creditors and stockholders; attorneys therefor

The judge may allow reasonable compensa-
tion for services rendered and reimbursement
for proper costs and expenses incurred by credi-
tors and stockholders, and the attorneys for
any of them, in connection with the submission
by them of suggestions for a plan or of propos-
als in the form of plans, or in connection with
objections by them to the confirmation of a
plan, or in connection with the administration
of the estate. In fixing any such allowances, the
judge shall give consideration only to the ser-
vices which contributed to the plan confirmed
or to,the refusal of confirmation of a plan, or
which were beneficial 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.)

CODIFICATION

This section was from part of clause (9) of the first
sentence of _former section 207(c) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 644_. Petition filed in pending bankruptcy proceed-
ing

Where a petition is filed under section 527 of
this title, the judge may allow, if not already al-
lowed, reasonable compensation for services
rendered and reimbursement for proper costs
and expenses incurred in the pending bank-
ruptcy proceeding—

(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 petitioning
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
compensation or reimbursement in such
bankruptcy proceeding.

(July 1, 1898, ch. 541, § 244, as added June 22,
1938, ch. 575, § 1, 52 Stat. 900.)
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CODIFICATION

Provisions on this subject were contained in former
section 207(i) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Prior proceedings, allowance of costs and expenses
in, see section 658 of this title.

§ 645. Compensation and costs of referee in bankrupt-
cy

Where a petition is filed in a pending bank-
ruptcy proceeding, the judge may allow reason-
able compensation for services rendered and
the proper costs and expenses incurred in such
bankruptcy proceeding by a referee in bank-
ruptcy. In fixing such compensation, the judge
shall not be restricted by the provisions of sec-
tion 68 of this title.

(July 1, 1898, ch. 541, § 245, as added June 22,
1938, ch. 575, § 1, 52 Stat. 901.)

CODIFICATION

Provisions on this subject were contained in former
section 207(i) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7<of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Prigr proceedings, allowance of costs and expenses
in, see section 658 of this title.

§ 646. Dismissal of proceeding or adjudication of
bankruptcy

Upon the dismissal of a proceeding under this

chapter, or the entry of an order adjudging the

debtor a bankrupt, the judge may allow reason-
able compensation for services rendered and re-
imbursement for proper costs and expenses in-
curred in such proceeding prior to such dismiss-
al or order of adjudication by any persons enti-
tled thereto, as provided in this chapter, and
shall make provision for the payment thereof,
and for the payment of all proper costs and ex-
penses incurred by officers in such proceedings.

(July 1, 1898, ch. 541, § 246, as added June 22,
1938, ch. 575, § 1, 52 Stat. 901.)
CODIFICATION

Provisions on this subject were contained in former
section 207(i) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Dismissal of proceeding and reinstatement of bank-
ruptcey, see section 648 of this title.
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§ 647. Hearing of applications

The judge shall fix a time of hearing for the
consideration of applications for allowances, of
which hearing notice shall be given to the ap-

. plicants, the trustee, the debtor, the creditors,

stockholders, indenture trustees, the Securities
and Exchange Commission, and such other per-
sons as the judge may designate, except that
notice need not be given to any class of credi-
tors or stockholders which does not participate
under the plan as confirmed by the court from
which no appeal is pending and the time al-
lowed for appeal has expired. In the case of
allowances for services and reimbursement in a
superseded 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 order therein
directing that bankruptcy be proceeded with,
notice of the hearing to consider allowances
need not be given to stockholders.

(July 1, 1898, ch. 541, § 247, as added June 22,
1938, ch. 575, §1, 562 Stat. 901, and amended
Sept. 25, 1962, Pub. L. 87-681, § 13, 76 Stat. 574.)

CODIFICATION

This section was froin former section 207(c)7) of
this title.

AMENDMENTS

1962—Pub. L. 87-681 provided that notice need not
be given to any class of creditors or stockholders
which does not participate under the plan as con-
firmed 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 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF F'UNCTIONS

For transfer of functions of the Securities and Ex-
change Commission, see note under section 561 of this
title,

§ 648. Dismissal of proceeding and reinstatement of
bankruptcy; charging of allowances in bankrupt-
cy

In the case of the dismissal of a proceeding
under this chapter and the entry of an order
therein directing 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, re-
ceiver, or trustee in the bankruptcy proceeding
for services rendered by them in such bank-
ruptey proceeding shall be deemed to have heen
allowed in such bankruptcy proceeding, and
such compensation shall be considered in con-
nection 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 proceeding.

(July 1, 1898, ch. 541, § 248, as added June 22,
1938, ch. 575, § 1, 52 Stat. 901.)



Page 1235

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

Cross REFERENCES

Dismissal of proceeding or adjudication of bankrupt-
cy, see section 646 of this title.

§ 649. Statement of claims or stock acquired or trans-
ferred after commencement of proceeding

Any persons seeking compensation for ser-
vices 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, if any, in which a beneficial in-
terest, direct or indirect, has been acquired or
transferred by him or for his account, after the
commencement of such proceeding. No compen-
sation 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 assum-
ing to act in such capacity has purchased or
sold such ciaims or stock, or by whom or for
whose account such claims or stock have, with-
out the prior consent or subsequent approval of
the judge, been otherwise acquired or trans-
ferred.

(July 1, 1898, ch. 541, § 249, as added June 22,
1938, ch. 575, § 1, 52 Stat. 901.)

EFPFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes 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
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 indepen-
dently of other appeals in the proceeding, and
shall 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, ch. 646, § 32 (a), 62 Stat. 991; May
24, 1949, ch. 139, § 127, 63 Stat. 107.)

CODIFICATION
This section was from part of clause (9) of the first
sentence of former section 207(c) of this title.
CHANGE OF NAME

Act June 25, 1948, eff. Sept. 1, 1948, as amended by
act May 24, 1949, substituted ‘‘court of appeais’ for
“circuit court of appeals’.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CRoSS REFERENCES
Appeals generally, see section 521 of this title.
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SUBCHAPTER XIV—PRIOR
PROCEEDINGS

§ 656. Right to petition for reorganization during pen-
dency of prior proceedings

A petition may be filed under this chapter
notwithstanding the pendency of a prior mort-
gage foreclosure, 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 an application has been
made.

(July 1, 1898, ch. 541, § 256, 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 sections 8 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CRrOsS REFERENCES

Bankruptcy pending, filing petition, see section 527
of this title.

8§ 657. 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 contin-
ued in possession, the debtor, shall become
vested with the rights, if any, of such prior re-
ceiver 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 proper-
ty of the debtor in the possession of a trustee
under a trust deed or a mortgagee under a
mortgage.

(Juiy 1, 1898, ch. 541, § 257, as added June 22,
1938, ch. 575, § 1, 52 Stat. 902.)

CODIFICATION

This section was from part of the first sentence of
former section 207(1) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 658. 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 obliga-
tions incurred by a receiver or trustee in such
prior proceeding and for the payment of the
reasonable costs and expenses 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.)
CODIFICATION

This section was from part of former section 207()
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.
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CROSS REFERENCES

Bankruptcy, compensation, and expenses incurred in
pending bankruptcy proceedings, see sections 644 and
645 of this tltle.

§ 659. Reinstatement of prior proceeding on dismissal
of reorganization; reorganization allowances and
obligations

Upon a dismissal of a proceeding under this
chapter, such prior proceeding shall become re-
instated, and the judge shall allow the reason-
able costs and expenses under this chapter, in-
cluding the allowances provided for in sub-
chapter 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 equitable
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 proceed-
ings.

(July 1, 1898, ch. 541, § 259, as added June 22,
1938, ch. 575, § 1, 52 Stat. 902.)

CODIFICATION

This section was from part of the second sentence of
former section 207(i) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is 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
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 chap-
ter is pending and until it is finally dismissed.

(July 1, 1898, ch. 541, § 261, as added June 22,
1938, ch. 575, § 1, 52 Stat. 902.)

CODIFICATION

This section was from the last sentence of former
section 207(b) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this

+itln
viu,

§ 662. Petition as act of bankruptcy if dismissed

If a proceeding under this chapter shall be
dismissed, 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.)
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CODIFICATION

This section was from part of former section 207(a)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 663. Inapplicability to National Housing Act insured
mortgage

Nothing contained in this chapter shall be
deemed to affect or apply to the creditors of
any corporation under a mortgage insured pur-
suant to the National Housing Act [12 U.S.C.
1701 et seq.] 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 XI of the
National Housing Act [12 U.S.C. 1749aaa et
seq.l.

(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 text, is act
June 27, 1934, ch. 847, 48 Stat. 1246, as amended, is
classified principally to chapter 13 (§ 1701 et seq.) of
Title 12, Banks and Banking. For complete classifica-
tion of this Act to the Code, see References in Text
note set out under section 1701 of Title 12 and Tables
volume.

Title XI of the National Housing Act, referred to in
text is classified to subchapter IX-B (§ 1749aaa et seq.)
of chapter 13 of Title 12, Banks and Banking.

CODIFICATION

This section was from part of former section 207(n)
of this title.

AMENDMENTS

1966—Pub. L. 89-754 provided for inapplication of
chapter to creditors of corporation under a mortgage
insured pursuant to provisions relating to mortgage in-
surance for group practice facilities.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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
pursuant to a plan in exchange for securities
of or claims against the debtor or partly in
such 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 un-
derwriter in connection with a distribution
otherwise than pursuant to the plan, and (b)
transactions by a dealer as to securities con-
stituting the whole or a part of an unsold al-
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lotment to or subscription by such dealer as a
participant in a distribution of such securities
by the issuer or by or through an underwriter
otherwise than pursuant to the plan.

(b) As used in this section, the terms ‘“securi-
ty”, “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. 575, § 1, 52 Stat. 902.)

CODIFICATION

Definition of “Securities Act of 1933"” has been omit-
ted at the end of subd. (b) of this section as unneces-
sary in view of translations in text to Title 15, Com-
merce and Trade.

Provisions on this subject were contained in the last
sentence of former section 207(h) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES )

Definitions 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 ex-
pressly provided the Securities and Exchange
Commission shall be given notice of all other
steps taken in connection with a proceeding
under this chapter. Any notice which this chap-
ter requires to be given to the Securities and
Exchange Commission shall be deemed to have
been sufficiently given if it is given by regis-
tered first-class mail, postage prepaid, ad-
dressed to the Securities and Exchange Com-
mission at Washington, District of Columbia, or
at such other place as the Securities and Ex-
change Commission 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 transmit to the Securities and
Exchange Commission copies of (1) every peti-
tion filed under this chapter; (2) the answers
thereto, if any; (3) the orders approving or dis-
missing petitions; (4) the orders appointing
trustees or continuing debtors in possession; (5)
the orders determining the time within which
the claims of creditors may be filed and al-
lowed, and the division of creditors and stock-
holders into classes according to the nature of
their respective claims and stock; (6) copies of !
plans, alterations or modifications in plans, and
any notices of hearings on the plans, alter-
ations, or modifications; (7) the orders approv-
ing any plan or plans or alterations or modifica-
tions in plans; (8) the orders confirming plans,
together with copies of such plans; (9) all appli-
cations for allowances for compensation and ex-
penses, and the orders making or refusing to
make such allowances; (10) the orders adjudg-
.ing debtors to be solvent or insolvent; (11) the
orders directing that bankruptcy be proceeded
with, or adjudging the debtors bankrupt and di-
recting that bankruptcy be proceeded with, or
dismissing proceedings; (12) and such other

1So in original.
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papers filed in the proceedings as the Securities
and Exchange Commission may request or
which the court may direct be transmitted to it.
Copies of the opinions or reports, if any, of the
judege, referee, or special master, with respect to
the matters enumerated, shall also be transmit-
ted to the Securities and Exchange Commis-
sion.

(b) The provisions of section 78d(b) of title 15
shall be applicable with respect to the power of
the Securities and Exchange Commission to ap-
point and fix the compensation of such officers,
attorneys, examiners, and other experts, and
such other officers and employees, as may be
necessary for carrying out its functions under
this chapter.

(July 1, 1898, ch. 541, § 265, as added June 22,
1938, ch. 575, §1, 52 Stat. 903, and amended
July 17, 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, alterations, or modifications.

Subd. (aX7). Pub. L. 87-681, § 15, incorporated the
provision of former cl. (6) respecting orders approving
any plan or plans and eliminated provision for copies
of alterations or inodifications, now incorporated in cl.
(6).

1952—Subd. (a)(11). Act July 7, 1952, 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 by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF FUNCTIONS

For transfer of functions of the Securities and Ex-
change Commission, see note under section 561 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 666 of this title.

§ 666. Secretary of Treasury; notices and information
to

In addition to the notices elsewhere expressly
provided, the clerk and, in the case of a refer-
ence, 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
copies of such other papers filed in the proceed-
ings as the Secretary of the Treasury may re-
quest or which the court may direct be trans-
mitted to him. Copies of the opinions or re-
ports, if any, of the judge, referee, or special
master, with respect to the matters so enumer-
ated, shall also be transmitted to the Secretary
of the Treasury. Any order fixing the time for
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confirming a plan which affects claims or stock
of the United States shall include a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 667. Taxes; exemption from stamp taxes

The issuance, transfer, or exchange of securi-
ties, or the making cr 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.)

CODIFICATION

This section was from the last sentence of former
section 207(f) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. .

CROSS REFERENCES

Exemption from taxation of securities issued, trans-
ferred, or exchanged pursuant to reorganization plan,
see section 4382 of Title 26, Internal Revenue Code.

§ 668. Income or profit from modification of indebt-
edness

Except as provided in section 670 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, im re-
spect to the adjustment of the indebtedness of
a debtor in a proceeding under this chapter, be
deemed to have accrued to or to have been real-
ized by a debtor, by a trustee provided fcr in a
plan under this chapter, or by a corporation or-
ganized or made use of for effectuating a plan
under this chapter by reason of a modification
in or cancellation 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. 575, § 1, 52 Stat. 904.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Application of this section to plans confirmed under
former section 207 of this title, see section 676 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 676 of this title.

TITLE 11-BANKRUPTCY

Page 1238

§ 669. Plan to avoid taxes; objection to confirmation

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 authorized. Such ob-
jections shall be heard and determined by the
judege, independently of other objections which
may be mmade to the confirmation of the plan,
and, if the judge shall be satisfied that such
purpose exists, he shall refuse to confirm the
plan.

(July 1, 1898, ch. 541, § 269, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

7
CROSs REFERENCES
Application of this section to plans confirmed under
former section 207 of this title, see section 676 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 676 of this title.

§ 670. Income tax property basis adjustment

In determining the basis of property for any
purpcses 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 trans-
ferred to any person required to use the debt-
or’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 resulting in 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 proper-
ty 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 proceed-
ing under this chapter shall not be deemed a
determination of fair market value for the pur-
poses of this section. The Commissioner of In-
ternal Revenue, with the approval of the Secre-
tary of the Treasury, shall prescribe such regu-
lations as he may deem necessary in order to re-
flect such decrease in basis for Federal income-
tax purposes and otherwise carry into effect
the purposes of this section.

(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

1940—Act July 1, 1940, added “but the bhasis of any
particular property shall not be decreased to an
amount less than the fair market value of such prop-
erty as of the date of entry of the order confirming
the plan” to the first sentence and inserted second
sentence.

EFFECTIVE DATE OF 1940 AMENDMENT

Act July 1, 1940, was, by enacting clause thereof,
made retroactively effective as of June 22, 1938.
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EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

. TRANSFER OF FUNCTIONS
For transfer of functions of the Securities and Ex-

change Commission, see note under section 561 of this
title.

CRrOSs REFERENCES
Application of this section to plans confirmed under

former section 207 of this title, see section 676 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 668, 676 of this
title; title 26 sections 372, 374, 1018, 1024.

§ 671. Assessment and payment or acceptance of plan
as to taxes

Any provision in this chapter to the contrary
notwithstanding, 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 posses-
sion, shall be assessed against, may be collected
from and shall be paid by the debtor or the cor-
poration organized or made use of for effectuat-
ing a plan under this chapter: Provided, howev-
er, That the United States or any State may in
writing accept the provisions of any plan deal-
ing with the assumption, settlement, or pay-
ment of any such tax.

(July 1, 1898, ch. 541, § 271, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§672. I_,a.hor 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 to join a labor or-
ganization of their choice, or to refuse to join
or remain members of a company union, shall
be free from interference, 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 judge shall thereupon
enter an appropriate order for the termination
of such agreement and for notice to the em-
ployees 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 ma.mtam-
ing company unions.

(July 1, 1898, ch. 541, § 272, as added June 22,
1938, ch. 575, § 1, 52 Stat. 904.)

CODIFICATION

This section was from subds. () and (m) of former
section 207 of this title.
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EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Hearing on soundness of plan, right of labor union,
see section 606 of this title.

National Labor Relations Act to prevail over provi-
sions of this section, 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

(a) This chapter shall apply to debtors by
whom or against whom petitions are filed on
and after the effective date of this amendatory
Act and to the creditors and stockholders there-
of, whether their rights, claims, or interests of
any nature whatsoever have been acquired or
created before or after such date;

(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
such date of a proceeding in which a receiver or
trustee of all or any part of the property of a
debtor has been appointed or for whose ap-
pointment 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 full force and effect
with respect to proceedings pending under
those sections upon the effective date of this
amendatory Act, except that—

(1) if the petition in such proceedings was
approved within three months prior to the ef-
fective date of this amendatory Act, the pro-
visions of this chapter shall apply in their en-
tirety to such proceedings; and

(2) if the petition in such proceedings was
approved more than three months before the
effective date of this amendatory Act, the
provisions of this chapter shall apply to such
proceedings to tne extent that the judge shall
deem their application 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 under 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 expe-
dient.

(July 1, 1898, ch. 541, § 276, as added June 22,
1938, ch. 575, § 1, L2 Stat. 905.)
REFSRENCES IN TEXT

Sections 206 and 2)7 of this title, referred to in subd.
(c), have been omitted. See Codification notes under
those sections.
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CHAPTER 11—ARRANGEMENTS

SUBCHAPTER I-CONSTRUCTION
Sec.
701.
702,

Exclusive application of chapter.
Application of other provisions.

SUBCHAPTER II-DEFINITIONS

In general.

Creditors; debts; claims.

Creditors affected by arrangement; determina-
tion.

SUBCHAPTER. III-JURISDICTION, POWERS,
AND DUTIES OF THE COURT

7086.
707.
708.

711. Exclusive jurisdiction of debtor and property.
712, Jurisdiction, powers, and duties.

713. Additional jurisdiction, powers, and duties.
714. Stay of actions.

715. Notices.

T716. Appellate jurisdiction.

SUBCHAPTER IV—PETITION AND STAY
721. Filing petition; pending bankruptcy proceeding.
722. Filing of original petition.

723. Contents of petition.

724. Statements and fees accoinpanying petition.

725. Petition in pending bankruptcy proceedings as
stay.

726. Bond of debtor in original petition.

727. Failure to file bond.

728. Dismissal proceedings; amended petition.

SUBCHAPTER V—PROCEEDINGS SUBSEQUENT
TO FILING OF PETITION

731. Reference to referee.

732. Appointment of receiver or continuance of trust-
ee in possession.

733. Appointment of appraisers.

734. Meeting of creditors; time.

735. Contents of notice of creditors meeting and ac-
companying information.

736. Conduct and business at creditors meeting.

737. Conduct and business at creditors meeting after
acceptance of arrangement.

738. Election of creditors’ committee; nomination of
trustee.

739. Functions and expenses of creditors’ committee.

SUBCHAPTER VI-TITLE, RIGHTS, DUTIES,
AND POWERS OF DEBTOR AND OFFICERS
741. -In general.
742. Continuance of debtor in possession.

743. Operation of business and management of prop-
. erty; reports.
744. Issuance of certificates of indebtedness.

SUBCHAPTER VII-CREDITORS AND CLAIMS

751. Classification of creditors.

752. Rights, duties, and liabilities of creditors, etc.
753. Rejection of executory contract or unexpired
lease; assignment of future rent claim.

754, 755. Repealed.
755a. Proofs of claim; filing before confirmation; ex-
ceptions.
SUBCHAPTER VIII-PROVISIONS OF

ARRANGEMENT

756. Modification of rights of unsecured creditors.
757. Permissive provisions.
SUBCHAPTER IX—CONFIRMATION OF
ARRANGEMENT
761. Unanimously accepted arrangement; confirma-
tion upon deposit by debtor.
762. Majority accepted arrangement; application for

confirmation.
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Sec. .

763. Alterations or modifications prior and subse-
quent to confirmation.

764. Acceptance of altered arrangement.

765. Notice of adjourned or reopened meeting and of
proposed alteration.

766. Requisites for confirmation.

767. Effect of confirmation.

768. Retention of jurisdiction; provision in arrange-
ment.

769. Final allowance or disallowance of debts as ter-
mination of jurisdiction.

770. Allowance of debts; distribution of deposited
consideration.

771. Discharge of unsecured debts upon confirma-
tion.

772. Final decree upon consummation of arrange-
ment. X
SUBCHAPTER X—-DISMISSAL AND

ADJUDICATION

776. Abandonment or rejection of arrangement
before confirmation.

777. Termination or default after confirmation.

778. Procedure upon order directing that bankruptcy
be proceeded with.

(a) Reinstatement of bankruptcy proceed-
ing; trustee; filing of separate "debt
schedule; tax claims; provable claims;
date for first meeting of creditors; dis-
allowance of untimely claims.

(b) Executory contracts; rejection.

(¢) Filing of claims.

(d) Disallowance of untimely claims; sur-
plus.

779. Adjudication against wage earner or farmer;
consent. .

780. Final decree upon dismissal of original petition.

781. Proceedings after confirmation of arrangement.

SUBCHAPTER XI—-ARRANGEMENTS, WHEN
SET ASIDE OR MODIFIED
786. Fraud in procuring arrangement.
787. Alteration or modification of confirmed arrange-
ment; procedure.

SUBCHAPTER XII-GENERAL PROVISIONS

791 Suspension of statutes of limitation, etc.

792. Notices; manner of giving.

793. Unregistered securities; use of mails and inter-
state commerce.

794. Secretary of Treasury; notices and information
to.

795. Taxes; income or profit from modification of in-
debtedness.

796. Income tax; property basis adjustment.

797. Assessment and payment of taxes or acceptance

of arrangement by taxing agency.

SUBCHAPTER XIII-WHEN CHAPTER TAKES
EFFECT

799. Proceedings to which chapter applies.
CODIFICATION

" Sections 30, 31, 201, 202, 206, and 207 of this title
were amended and incorporated as this chapter and
chapters 10, 12, 13, and 14 of this title by act June 22,
1938, ch. 575, § 1, 52 Stat. 840.
CHAPTER REFERRED TO IN OTHER SECTIONS
This chapter is referred to in sections 45, 68, 530,
546, 547 of this title.
.SUBCHAPTER 1—CONSTRUCTION

§ 701. Exclusive application of chapter

The provisions of this chapter shall apply ex-
clusively to proceedings under this chapter.

(July 1, 1898, ch. 541, § 301, as added June 22,
1938, ch. 575, § 1, 52 Stat. 905.)
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes 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 chap-
ter, apply in proceedings under this chapter.
For the purposes of such application, provisions
relating to “bankrupts” shall be deemed to
relate also to ‘““debtors”, and “bankruptcy pro-
ceedings” or ‘proceedings in bankruptcy” shall
be deemed to include proceedings under this
chapter. For the purposes of such application
the date of the filing of the petition in bank-
ruptcy 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 shaii
be taken to be the date of the filing of the peti-
tion under section 721 or 722 of this title except
where an adjudication had previously been en-
tered.

(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 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER II-DEFINITIONS

§ 706. In general

For the purposes of this chapter, unless in-
consistent with the context—

(1) “arrangement’” shall mean any plan of a
debtor for the settlement, satisfaction, or ex-
tension of the time of payment of his unse-
cured debts, upon any terms;

(2) ‘“consideration” shall include evidences
of indebtedness, either secured or unsecured,
stock and certificates of beneficial interest
therein, and certificates of beneficial interest
in property;

(3) “debtor” shall mean a person who could
become a bankrupt under section 22 of this
title and who files a petition under this chap-
ter;

(4) “executory contracts’” shall include un-
expired leases of real property; and

(5) “petition” shall mean a petition filed
under this chapter by a debtor proposing an
arrangement.

(July 1, 1898, ch. 541, § 306, as added June 22,
1938, ch. 575, § 1, 52 Stat. 906.)
CODIFICATION

Paragraph (3) was from fifth sentence of former sec-
tion 202(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. - ’
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§ 707. Creditors; debts; claims

Unless inconsistent with the context and for
the purposes of an arrangement providing for
an extension of time for payment of debts in
full and applicable 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 provable as debts under section 103 of
this title and whether liquidated or unliqui-
dated, fixed or contingent; and

(2) “debts” or “claims’” shall include all un-
secured debts, demands, or claiins 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. 575, § 1, 52 Stat. 906.)

CODIFICATION

Par. (1) was from sixth sentence of former section
202(a) of this title,

Par. (2) was from second sentence of former section
202(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 708. Creditors affected by arrangement; determina-
tion

A creditor shall be deemed to be “affected”
by an arrangement only if his 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 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 sections 6 and 7 of act
June 22, 1938, set out as notes 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, for the purposes of this chapter, -
have exclusive jurisdiction of the debtor and
his property, wherever located.

(July 1, 1898, ch. 541, §311, as added June 22,
1938, ch. 575, § 1, 52 Stat. 906.)

CODIFICATION

This section was from first sentence of former sec-
tion 202(m) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.
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§ 712. 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 filed under section
721 of this title and a decree of adjudication
has not been entered in the pending bank-
ruptcy proceeding, as if a decree of adjudica-
tion 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
adjudication in bankruptcy had been filed
and a decree of adjudication had been en-
tered 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.)

CODIFICATION

This section was from second sentence of former sec-
tion 202(m) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 713. Additional jurisdiction, powers, and duties

Upon the filing of a petition, the court may,
in addition to the jurisdiction, powers, and
duties conferred and imposed upon it by this
chapter—

(1) permit the rejection of executory con-
tracts of the debtor, upon notice to the par-
ties to such contracts and to such other par-
ties in interest as the court may designate;

(2) upon such notice as the court may pre-
scribe and upon cause shown, authorize the
receiver or trustee, or the debtor in posses-
sion, to lease or sell any property of the
debtor, whether real or personal, upon such
terms and conditions as the court may ap-
prove; '

(3) 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, § 313, as added June 22,
1938, ch. 575, § 1, 52 Stat. 906.)

CODIFICATION

Par. (3) was from last sentence of former section 202
~ (d) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 714, Stay of actions

The court may, in addition to the relief pro-
vided by section 29 of this title and elsewhere
under this chapter, enjoin or stay until final
decree the commencement 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 final
decree any act or the commencement or con-
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tinuation 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. 575, § 1, 52 Stat. 907.)

CODIFICATION

This section was from former section 202(n) of this
title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 715. Notices

Whenever notice is to be given under this
chapter, the court shall designate, if not other-
wise 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 716. Appellate jurisdiction

Where not inconsistent with the provisions of
this chapter, the jurisdiction of appellate
courts shall be the same as in a bankruptcy pro-
ceeding.

(July 1, 1898, ch. 541, § 316, as added June 22,
1938, ch. 575, § 1, 52 Stat. 907.)
CODIFICATION

This section was from second sentence of former sec-
tion 202(m) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER IV—PETITION AND STAY
§ 721. Filing petition; pending bankruptcy proceeding

A debtor may file a petition under this chap-
ter 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.)

CODIFICATION

This section was from first sentence of former sec-
tion 30(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act Juhe 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 702, 712, 725,
741, 7152, 1176, 1717, 178, 186, 794 of this title.

§ 722. Filing of original petition

If no bankruptcy proceeding is pending, a
debtor may file an original petition under this
chapter with the court which would have juris-
diction of a petition for his adjudication.

(July 1, 1898, ch. 541, § 322, as added June 22,
1938, ch. 575, § 1, 52 Stat. 907.)

CODIFICATION

This section was from first sentence of former sec-
tion 202(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

‘CROSS REFERENCES

Amendment of petition in corporate reorganization
proceeding to comply with requirements of this chap-
ter, see section 547 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 702, 712, 726,
741, 752, 776, 777, 178, 180, 786, 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 intends to propose an arrange-
ment pursuant to the provisions of this chap-
ter.

(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.)

CODIFICATION

This section was from first sentence of former sec-
tion 202(a) of this title.

AMENDMENTS

1958—Pub. L. 85-732 added “or, that he intends to
propose an arrangement pursuant to the provisions of
this chapter”.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 724. Statements and fees accompanying petition

The petition shall be accompanied by—

(1) a statement of the executory contracts
of the debtor, and the schedules and state-
ment of affairs, if not previously filed: Pro-
vided, however, That if the debtor files with
the petition a list of his creditors and their
addresses and a summary of his assets and li-
abilities, the court may, on application by the
debtor, grant for cause shown further time,
not exceeding ten days, for filing the state-
ment of the executory contracts and the
schedules and statements of affairs, and such
time shall not further be extended except for
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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. 575, §1, 52 Stat. 907, and amended
July 7, 1952, ch. 579, § 29, 66 Stat. 432.)

CODIFICATION

Former par. (2) was from first sentence of former
section 202(a) of this title.

AMENDMENTS

1952-~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 by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 776 of this title.

§ 725. Petition in peliding bankruptcy proceedings as
stay

A petition filed under section 721 of this title
shall not act as a stay of adjudication or of the
administration of the estate, but the court may,
upon application 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 adjudi-
cation or of the administration of the estate
upon such terms as may be proper for the pro-
tection 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.)

CODIFICATION

This section was from fourth sentence of former sec-
tion 202(a) of this title and second sentence of former
section 30(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 726. Bond of debtor in original petition

Where a petition is filed 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 file a bond or undertaking, 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 this
chapter, the entry of such order.

(July 1, 1898, ch. 541, § 326, as added June 22,
1938, ch. 575, § 1, 52 Stat. 907.)
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CODIFICATION

This section was from fourth sentence of former sec-
tion 202(a) of this title and second sentence of former
section 30(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 727 of this title.

§ 727. Failure to file bond

Upon failure of the debtor to comply with
such order for indemnity, as prescribed in sec-
tion 726 of this title, the court may, after hear-
ing 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 bankrupt and
direct that bankruptcy by proceeded with pur-
suant to the provisions of this title or dismiss
the proceedings under this chapter, as in the
opinion of the court may be in the interest of
the creditors.

(July 1, 1898, ch. 541, §327, as added June 22,
1938, ch. 575, § 1, 52 Stat. 907.)

CODIFICATION

This section was from first sentence of former sec-
tion 202(1) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandier Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 728. Dismissal proceedings; amended petition

The judge may, upon application of the Secu-
rities 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 persons as the judge may
direct, if he finds that the proceedings should
have been brought under chapter 10 of this
title, enter an order dismissing the proceedings
under this chapter, unless within such time as
the judge shall fix, the petition be amended to
comply with the requirement of chapter 10 of
this title for the filing 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’ petition shall
thereafter, for all purposes of chapter 10 be
deemed to have been originally filed under such
chapter.

(July 1, 1898, ch. 541, §328, as added July T,
1952, ch. 579, § 30, 66 Stat. 432.)

EFFECTIVE DATE

Act July 17, 1952, effective 3 months after July 7,
1952, see section 57 of act July 7, 1952, set out as a
note under section 1 of this title.

1 So in original. Comma probably should be deleted.
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TRANSFER OF FUNCTIONS

All executive and administrative functions of the Se-
curities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Com-
mission, with authority vested in him to authorize
their performance by any officer, employee, or admin-
istrative unit under his jurisdiction by Reorg. Plan No.
10 of 1950, §§81, 2, eff. May 24, 1950, 15 F.R. 3175, 64
Stat. 1265, set out in the Appendix to Title 5, Govern-
ment Organization and Employees.

SUBCHAPTER V—PROCEEDINGS
SUBSEQUENT TO FILING OF PETITION

§ 731. Reference to referee

The clerk shall, unless the judge or. judges
direct otherwise, refer the proceeding to a ref-
eree.

(July 1, 1898, ch. 541, § 331, as added June 22,
1938, ch. 575, § 1, 52 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.)

CODIFICATION

This section was from former section 202(o0) of this
title.

AMENDMENTS

1959—Pub. L. 86-64 substituted provisions requiring
the clerk, uniess the judge or judges direct otherwise,
to refer the proceeding to a referee for provisions
which permitted the judge at any stage of the pro-
ceeding to refer it to a referee either generally or spe-
cially, 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 authorized the judge to refer
the proceeding generally or specially and required 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 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.receiv-
er 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.)

CODIFICATION

This section was from former section 202(b) of this
title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 733. Appointment of appraisers

The court may, upon the application of the
receiver, trustee, or any party in interest, ap-
point, if not previously appointed, one or more
appraisers who shall prepare and file under
oath an inventory and appraisal of the proper-
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ty 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.)

CODIFICATION

Provisions on this subject matter were contained in
former section 202 (b) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 734. Meeting of creditors; time

Not less than twenty-five nor more than forty
days after the petition is filed 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.)

CODIFICATION

This section was from first sentence of former sec-
tion 202(c) of this title and second sentence of former
section 30(a) of this title.

AMENDMENTS

1967—Pub. L. 90-156 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 required notice by
mail to be given within ten days after the petition is
filed to the debtors, the creditors, and other parties in
interest of the first meeting of creditors to be held not
less than 15 nor more than 30 days after the date of
the mailing of such notice, and the requirement that
the last date for filing claims be set forth in such
notice.

1963—Pub. L. 88-175 inserted “first” preceding
“meeting of creditors” and required the last date for
filing claims to be set forth in the notice.

1958—Pub. L. 85-732 substituted requirement that
notice be given within ten days after filing of petition
for a meeting to be held not less than fifteen nor more
than thirty days after date of mailing the notice for
requirement that first meeting of creditors be called
“promptly upon ten days’ notice by mail.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act' June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 735. Contents of notice of creditors meeting and ac-
companying information

(1) The notice of such meeting of creditors
shall be accompanied by a copy of the proposed
arrangement, if filed, a summary of the liabil-
ities and a summary of the appraisal, if one has
been made, or, if not made, a summary of the
assets.

(2) If the notice of such meeting is 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
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adjourned date, the court shall mail 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
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, § 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.)

CODIFICATION

This section was from first sentence of former sec-
tion 202(c) of this title and from former section 30(a)
of this title.

AMENDMENT

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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 736. Conduct and business at creditors meeting

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 the proposed ar-
rangement, if a copy thereof shall have ac-
companied the notice of such meeting or ad-
journed 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).

CODIFICATION

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 sec-
tion 30(a) of this title.

AMENDMENTS

1958—Par. (4). Pub. L. 85-732 inserted the words “if
a copy thereof shall have accompanied the notice of
such meeting or adjourned meeting”.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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. Conduct and business at creditors meeting after
acceptance of arrangement

At such meeting, or at any adjournment
thereof, the judge or referee shall, after the ac-
ceptance of the arrangement—

(1) designate the receiver or trustee, if any,
or the debtor or a person specially appointed
as disbursing agent to distribute, subject to
the control of the court, the consideration, if
any, to be deposited by the debtor; and, if a
disbursing agent is so appointed, require such
person to give bond with a surety to be ap-
proved by the court in such amount as the
court shall fix, and fix the amount or rate of
his compensation, not in excess of the com-
pensation allowable to a receiver serving as a
mere custodian under this title;

(2) fix a time within which the debtor shall
deposit, in such place as shall be designated
by and subject to the order of the court, the
consideration, if any, to be distributed to the
creditors, the money necessary to pay all
debts which have priority, unless such prior-
ity creditors shall have waived their claims on
such deposit, or consented in writing to any
provision of the arrangement for otherwise
dealing with such claims, and the money nec-
essary to pay the costs and expenses of the
proceeding; and

(3) fix a time for the filing of the applica-
tion to confirm the arrangement and for a
hearing on the confirmation thereof or any
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, § 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.)

CODIFICATION

Par. (1) was 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,

AMENDMENTS

1967—Pub. L. 90-158 provided for the designation of
the debtor or a specially appointed disbursing agent to
distribute the consideration deposited by the debtor,
required the disbursing agent to give bond with a
surety, fixed the compensation of the designated indi-
vidual, and eliminated the requirement that the
debtor deposit the actual and necessary expenses, in-
cluding fees and expenses of attorneys, accountants
and agents, in such amounts as the court may allow.

1958—Par. (2). Pub. L. 85-732 included in the ex-
penses of the proceedings, fees and expenses of attor-
neys, accountants and agents of a creditors’ commit-
tee.

1952—Par. (2). Act July 7, 1952 substituted “in such
amount as the court may allow, incurred after its ap-
pointment by a committee appointed pursuant to sec-
tion 738 of this title, or incurred before or after the
filing of the petition under this chapter by a commit-
tee designated in writings filed with the court and
signed and acknowledged by a majority in amount of
unsecured creditors whose claims have been scheduled
otherwise than as contingent, unliquidated or disputed
and who would not be disqualified by section 72 of this
title to participate in the appointment of a trustee:
Provided, however, That in fixing any such allowances
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the court shall give consideration only to the services
which contributed to the arrangement confirmed or to
the refusal of confirmation of an arrangement, or
which were beneficial in the administration of the
estate, and the proper costs and expenses incidental
thereto; and” for “incurred in connection with the
proceedings and the arrangement by the committee of
creditors and the attorneys or agents of such commit-
tee, in such amount as the court may allow; and”.

EFFECTIVE DATE OF 1952 AMENDMENT .
Amendment by act July 7, 1952 effective 3 months

after July 7, 1952, see section 57 of act July 7, 1952, set
out as a note under section 1 of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandier Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 738. Election of creditors’ committee; nomination of
trustee

At such meeting, the creditors may elect a
committee, if none has previously been elected
under this title, and, if a trustee has not previ-
ously 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, 52 Stat. 909, and amended

July 7, 1952, ch. 579, § 32, 66 Stat. 432; Nov. 28,

1967, Pub. L. 90-158, § 2, 81 Stat. 516.)
CODIFICATION

This section was from second clause of first sentence
of former section 202(d) of this title.

AMENDMENTS
1967—Pub. L. 90-158 provided for the election of a

" committee in place of appointment, and the qualifica-

tion of a trustee, rather than appointment, subsequent
to the nomnination of such trustee.

1952—Act July 7, 1952, inserted ‘“designation or” pre-
ceding “appointed under this title"”.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 739 of this title.

§ 739. Functions and expenses of creditors’ committee

(1) The functions of a committee elected as
provided in section 738 of this title may include
the following: (a) to examine into the conduct
of the debtor’s affairs and the causes of his in-
solvency or inability t¢ pay his debts as they
mature; (b) to consider whether the arrange-
ment proposed by the debtor is for the best in-
terests of the creditors and is feasible; (¢) to ne-
gotiate 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 proceed-
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ing; (e) to collect and file with the court accep-
tance of the arrangement proposed; and (f) to
perform such other services as may contribute
to the confirmation of the arrangement.

(2) A committee elected as provided in section
738 of this title may employ such agents, attor-
neys, and accountants as may be necessary to
assist in the performance of its functions. Ex-
penses of the committee for such assistance,
whether incurred before or after the filing of
the petition under this chapter, shall be ai-
lowed 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 election in accordance with section
738 of this title shall not be disallowed because
of a change in the committee’s composition,
provided a majority of the committee when it
incurred the expense continue as members of
the elected committee.

(Juiy 1, 1898, ch. 541, §339. as added Nov. 28,
1967, Pub. L. 90-158, § 3, 81 Stat. 517.)

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 offi-
cers 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 adjudication has not
been entered in the pending bankruptecy pro-
ceeding, 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 filed under section 722 of
this title; as if a voluntary petition for adjudica-
tion 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, § 341, as added June 22,
1938, ch. 575, § 1, 52 Stat. 909.)

CODIFICATION

This section was from last sentence of former sec-
tion 202(m) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective 'date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. :

§ 742. Continuance of debtor in possession

Where no receiver or trustee is appointed, the
debtor shall continue in possession of his pro-
petry * and shall have all the title and exercise
all the powers of a trustee appointed under this
title, subject, however, at all times to the con-
trol of the court and to such limitations, re-
strictions, 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.)

1 So in original.
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 743. Operation of business and management of
property; reports

The receiver or trustee, or the debtor in pos-
session, shail have the power, upon authoriza-
tion by and subject to the control of the court,
to operate the business and manage the proper-
ty of the debtor during such period, limited 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.)
CODIFICATION

This section was from former section 202(b) of this
title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this

" title.

§ 744. Issuance of certificates of indebtedness

During the pendency of a proceeding for an
arrangement, or after the confirmation of the
arrangement where the court has retained ju-
risdiction, the court may upon cause shown au-
thorize the receiver or trustee, or the debtor in
possession, to issue certificates of indebtedness
for cash, property, or other consideration ap-
proved by the court, upon such terms and con-
ditions and with such security and priority in
payment over existing obligations as in the par-
ticular case may be equitable.

(July 1, 1898, ch. 541, § 344, as added June 22,
1938, ch. 575, § 1, 52 Stat. 909.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 793 of this title.

SUBCHAPTER VII-CREDITORS AND
CLAIMS

§ 751. Classification of creditors

For the purposes of the arrangement and its
acceptance, the court may fix the division of
creditors into classes and, in the event of con-
troversy, 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

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.
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§ 752. 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 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 pro-
ceeding, 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 filed under section 722 of
this title, as if a voluntary petition for adjudica-
tion 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, § 352, as added June 22,
1938, ch. 575, § 1, 52 Stat. 909.)

CODIFICATION

This section was from last sentence of former sec-
tion 202(m) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandiler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 753. Rejection of executory contract or unexpired
lease; assignment of future rent claim

In case an executory contract shall be reject-
ed pursuant to the provisions of an arrange-
ment 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 bank-
ruptcy or receiver in equity in a prior pending
proceeding, any person injured by such rejec-
tion 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 dam-
ages 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 filing
of the petition, plus unpaid accrued rent, with-
out acceleration, up to the date of surrender or
reentry: Provided, That the court shall scruti-
nize the circumstances of an assignment of a
future rent claim and the amount of the consid-
eration paid for such assignment in determin-
ing the amount of damages allowed the assign-
ee thereof.

(July 1, 1898, ch. 541, § 353, as added June 22,
1938, ch. 575, § 1, 52 Stat. 910.)
CODIFICATION

This section was from the last two sentences of
former section 202(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TITLE 11—BANKRUPTCY

Page 1248

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 expi-
ration of time for filing claims in pending bankruptcy.

EFFECTIVE DATE OF REPEAL

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

§ 755. Repealed. Pub. L. 90-157, § 5, Nov. 28, 1967, 81
Stat. 516

Section, act July 1, 1898, ch. 541, § 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 bank-
ruptey, and is now covered by section 778(a)(4) of this
title,

§ 755a. Proofs of claim; filing before confirmation;
exceptions

Creditors, including the United States, any
State, and any subdivision thereof, shall file
their proofs of claim before confirmation
except as follows:

(1) if scheduled by the debtor, a claim may
be filed within thirty days after the date of
mailing notice of confirmation to creditors
but shall not be allowed for an amount in
excess of that set forth in the debtor’s sched-
ules; 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. 90-156, § 2, 81
Stat. 510.)

AMENDMENTS

1967—Pub. L. 90-156 substituted provisions requiring
creditors to file thelr proofs of claim before confirma-
tion except in enumerated instances for provision
making subd. (n) of section 93 of this title applicable
when a petition is filed under section 722 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in sections 767, 769 of this
title.

SUBCHAPTER VIII-PROVISIONS OF
ARRANGEMENT

§ 756. Modification of rights of unsecured creditors

An arrangement within the meaning of this
chapter shall include provisions modifying or
altering the rights of unsecured creditors gen-
erally or of some class of them, upon any terms
or for any consideration. ’

(July 1, 1898, ch. 541, § 356, as added June 22,
1938, ch. 575, § 1, 52 Stat. 910.)

CODIFICATION

This section was from first and second sentences of
former sectlon 202(h) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
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June 22, 1938, set out as notes under section 1 of this
title.

§ 757. Permissive provisions

An arrangement within the meaning of this
chapter 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 ex-
ecutory 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
specified conditions, of any period of exten-
sion provided by the arrangement;

(5) provisions for continuation of the debt-
or’s business with or without supervision or
control by a receiver or by a committee of
creditors or otherwise;

(6) provisions for payment of debts incurred
after the filing of the petition and during the
pendency of the arrangement, in priority over
the debts affected by such arrangement;

(1) provisions for retention of jurisdiction
by the court until provisions of the arrange-
ment, after its confirmation, have been per-
formed; and

(8) any other appropriate provisions not in-
consistent with this chapter.

(July 1, 1898, ch. 541, § 357, as added June 22,
1938, ch. 575, § 1, 52 Stat. 910.)

CODIFICATION

Pars. (3) and (5) were from second sentence of
former section 202(h) of this title.

EFPFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Rejection of execiuitory 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 accepted in writing by all creditors af-
fected thereby, whether or not their claims
have been proved, shall be confirmed by the
court when the debtor shall have made the de-
posit required under this chapter and under the
arrangement, and if the court is satisfied 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. 911.)
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CODIFICATION

This section in part was from former sections
30¢d)(3) and 202(e)(g)(4) of this title.

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 ar-
rangement 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 a ma-
jority in number of all creditors or, if the
creditors are divided into classes, by a major-
ity in nuinber of all creditors of each class, af-
fected by the arrangement, whose claims
have been proved and allowed before the con-
clusion of the meeting, which number shall
represent a majority in amount of such
claims generally or of each class of claims, as
the case 1nay be; and

(2) the debtor has made the deposit re-
quired under this chapter and under the ar-
rangement.

(July 1, 1898, ch. 541, § 362, as added June 22,
1938, ch. 575, § 1, 52 Stat. 911.)

CODIFICATION
This section was from first sentence of former sec-

tion 202(e) of this title and from former section 30(b)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 787 of this title.

§ 763. Alterations or modifications prior and subse-
quent to confirmation

Alterations or modifications of an arrange-
ment may be proposed in writing by a debtor,
with leave of court, at any time before the ar-
rangement is confirmed; or where the court has
retained jurisdiction pursuant to the provisions
of section 768 of this title, an arrangement pro-
viding 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 limitations set forth
in section 787 of this title. A

(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

1958—Pub. L. 85-732 inserted provision respecting al-
teration or modification of an arrangement which has
been confirmed.
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 8 and 7 of act
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June 22, 1938, set out as notes under section 1 of this
title.

§ 764. Acceptance of altered arrangement

Unless the court finds that the proposed al-
teration 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 arrange-
ment 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 arrange-
ment, shall be deemed to have accepted the al-
teration or modification and the arrangement
so altered or modified, unless the previous ac-
ceptance 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 construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 765. Notice of adjourned or reopened meeting and
of proposed alteration

At least ten days’ notice of the adjourned or
reopened meeting, together with a copy of the
order, if entered, and of the proposed alteration
or modification, 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 sections 6 and 7 of act

June 22, 1938, set out as notes under section 1 of this -

title.

§ 766. Requisites for confirmation

The court shall confirm an arrangement if
satisfied that—

(1) the provisions of this chapter have been
complied with;

(2) it is for the best interests of the credi-
tors 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 of a
bankrupt; and

(4) the proposal and its acceptance are in
good faith and have not been made or pro-
cured by any means, promises, or acts forbid-
den by this title.

Confirmation of an arrangement shall not be
refused solely because the interest of a debtor,
or if the debtor is a corporation, the interests of
its stockholders or members will be preserved
under the arrangement.

(July 1, 1898, ch. 541, § 366, as added June 22,
1938, ch. 575, §1, 52 Stat. 911, and amended
July 7, 1952, ch. 579, § 35, 66 Stat. 433.)

CODIFICATION

This section was from former sections 30(d) and
202(g) of this title.
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AMENDMENTS

1952—Act July 7, 1952, struck out provisions relating
to the proposed plan being “fair and equitable” and
added the last paragraph.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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
issuing securities or acquiring property under
the arrangement and upon all creditors of the
debtor, whether or not they are affected by
the arrangement 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 dis-
bursed to the persons entitled thereto;

(3) the consideration deposited, if any, shall
be distributed and the rights provided by the
arrangement shall inure to the creditors af-
fected by the arrangement, including the
United States, any State, and any subdivision
thereof, whose claims are filed within the
time prescribed by section 755a of this title
and are allowed; and

(4) except as otherwise provided in sections
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. 90-156, § 3, 81 Stat. 510.)

CODIFICATION

Par. (1) was from first sentence of former section
2023) of this title.

Pars. (3) 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.

AMENDMENTS

1967—Par. (3). Pub. L. 90-156 substituted *, includ-
ing the United States, any State, and any subdivision

* thereof, whose claims are filed within the time pre-

scribed by section 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 sec-
tion 755a ofithis 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 al-
lowed”.

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 755a of this title and are allowed” for “wheth-
er or not filed have been scheduled by the debtor and
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are not contingent, unliquidated, or disputed” in
clause (b).

1952—Par. (3). Act July 7, 1952, struck out ‘“‘are not
barred by the provisions of section 754 of this title”
following “whose claims”, substituted “filed” for
“proved” in two places and “are not contingent, unli-
quidated, or disputed;” for “as fixed liabilities, liqui-
dated in amount, and are not disputed;”.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 768. Retention of jurisdiction; provision in arrange-
ment

The court shall retain jurisdiction, if so pro-
vided in the arrangement.

(July 1, 1898, ch. 541, § 368, as added June 22,
1938, ch. 575, § 1, 52 Stat. 912.)

CODIFICATION

This section was from last sentence of former sec-
tion 202(j) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 763, 787 of this
title.

§ 769. Final allowance or disallowance of debts as ter-
mination of jurisdiction

The court shall in any event retain jurisdic-
tion until the final allowance or disallowance of
all claims affected by the arrangement which
have been filed within the limitations as to
time and amount prescribed by section 755a of
this title but have not been allowed or disal-
lowed 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. 88-175, §4, 77 Stat. 331; Nov. 28,
1967, Pub. L. 90-156, § 4, 81 Stat. 510.)

AMENDMENTS

1967—Pub. L. 90-156 substituted the provision that
the court shall retain jurisdiction as to claims filed
within the limitations as to time and amount pre-
scribed 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 allowed or disallowed, prior to
the date of confirmation; or (2) are disputed or unli-
quidated, have been scheduled by the debtor, and are
filed within the time prescribed by section 755a of this
title; or (3) arise from the rejection of executory con-
tracts by the debtor and are filed within the time pre-
scribed by section 755a of this title.

1963—Par. 2, 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'.
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Par. (3). Pub. L. 88-175 substituted ‘‘filed within the
the time prescribed by section 755a of this title” for
“proved within su¢h time as the court may direct”.

1952—Act July 7, 1952, amended the first unnum-
bered paragraph of section by striking out “and not
barred by the provisions of section 752 of this title”.

Ermc'rivr. DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CRrOSS REFERENCES

Rejection of executory contract as breach thereof,
see section 103 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section 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
paragraphs (1) to (3) of section 769 of this title,
the consideration, if any, deposited for them
shall be distributed and the rights provided by
the arrangement shall inure to the creditors to
whom such debts are owing.

(July 1, 1898, ch. 541, § 370, as added June 22,
1938, ch. 575, § 1, 52 Stat. 912.)

REFERENCES IN TEXT

Section 769 of this title, referred to in text, was
amended by Pub. L. 90-156, § 4, Nov. 28, 1967, 81 Stat.
510, to remove the paragraph designations.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 767 of this title.

§ 771. Discbarge of unsecured debts upon confirma-
tion

The confirmation of an arrangement shall
discharge a debtor from all his unsecured debts
and liabilities provided for by the arrangement,
except as provided in the arrangement or the
order confirming the arrangement, but exclud-
ing such debts as, under section 35 of this title,
are not dischargeable. -

(July 1, 1898, ch. 541, §371, as added June 22,
1938, ch. 575, §1, 52 Stat. 912, and amended
July 7, 19562, ch. 579, § 38, 66 Stat. 433.)

AMENDMENTS

1952—Act July 7, 1952, struck out “including the
claims specified in section 754 of this title” following
“the arrangement’’.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a note under section 1 of this title.
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8§ 772. Final decree upon consummation of arrange-
ment

Upon the consummation of a proceeding
under this chapter after confirmation of an ar-
rangement, the court shall enter a final decree
discharging the receiver or trustee, if any; clos-
ing the estate; and making such provisions, by
way of .injunction or otherwise, as may be equi-
table. .

(July 1, 1898, ch. 541, § 372, as added June 22,
1938, ch. 575, § 1, 52 Stat. 912.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,

known as the Chandler Act, see sections 6 and 7 of act -

June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER X—DISMISSAL AND
ADJUDICATION

§776. Abandonment or rejection of arrangement
before confirmation

If the statement of the executory contracts
- and the schedules and statement of affairs, 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 accep-
tance, 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 required to be deposited is not deposit-
ed 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 sec-
tion 721 of this title, enter an order dismiss-
ing the proceeding under this chapter and di-
recting that the bankruptcy be proceeded
with pursuant to the provisions of this title;
or

(2) where the petition was filed under sec-
tion 722 of this title, enter an order, upon
hearing after notice to the debtor, the credi-
tors, and such other persons as the court may
direct, either adjudging the debtor a bank-
rupt and directing that bankruptcy be pro-
ceeded with pursuant to the provisions 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:
Provided, however, That an order adjudging
the debtor a bankrupt may be entered with-
out 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, 72 Stat. 821.)

CODIFICATION

This section was from first and second sentences of
former section 202(I) of this title and former section
30¢e) of this title.

AMENDMENTS

1958—Pub. L. 85-732 inserted “or if an arrangement
is not proposed in the manner and within the time
fixed by the court” in the opening paragraph, and the
proviso clause in par. (2).
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1952—Act July 7, 1952, amended section by inserting
“If the statement of the executory contracts and the
schedules and statement of affairs, as provided by
paragraph (1) of section 724 of this title, are not duly
filed or”.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 777. Termination or default after confirmation

Where the court has retaimed jurisdiction
after the confirmation of an arrangement and
the debtor defaults in any of the terms thereof
or the arrangement terminates by reason of the
happening of a condition specified in the ar-
rangement, the court upon hearing after notice
to the debtor, the creditors, and such other per-
sons as the court may direct shall—

(1) where the petition has been filed under
section 721 of this title, enter an order dis-
missing the proceeding under this chapter
and adjudging the debtor a bankrupt, if not
previously so adjudged, and directing that the
bankruptcy be proceeded with pursuant to
the provisions of this title; or

(2) where the petition has been filed under
section 722 of this title, enter an order either
adjudging the debtor a bankrupt and direct-
ing that bankruptcy be proceeded with pursu-
ant to the provisions of this title or dismissing
the proceeding under this chapter, whichever
in the opinion of the court may be in the in-
terest of the creditors.

(July 1, 1898, ch. 541, § 377, as added June 22,
1938, ch. 575, § 1, 52 Stat. 913.)

CODIFICATION

This section was from first and second sentences of
former section 202(l) of this title and former section
30(¢e) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 778. Procedure upon order directing that bankrupt-
cy be proceeded with

(a) Reinstatement of bankruptcy proceeding; trustce;
filing of separate deht schedule; tax claims; prov-
able claims; date for first meeting of creditors;
disallowance of untimely claims

Upon the entry of an order directing that
bankruptcy be proceeded with—

(1) in the case of a petition filed under sec-
tion 721 of this titie, the bankrupicy proceed-
ing shall be deemed reinstated and thereafter
shall be conducted, so far as possible, as if
such petition under this chapter had not been
filed;

(2) in the case of a petition filed under sec-
tion 722 of this title, the proceeding shall be
conducted, so far as possible, in the same

. manner and with like effect as if a voluntary
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petition for adjudication -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
nominated 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 obli-
gations incurred after the filing of the peti-
tion under this chapter, including the
amounts owing, the creditors’ names, and
their addresses or places of business, and a
statement of ail contracts, executory 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 obliga-
tions incurred and contracts assumed or en-
tered into by him while continued in posses-
sion and before the quaiification of a receiver,
if any, under this title, and if a receiver has
qualified or a trustee has been continued in
possession, the schedule and statement shall
be filed by such receiver or trustee for any ob-
ligations incurred and contracts assumed or
entered into by him; and

(4) except as otherwise provided in this sec-
tion, only claims for taxes due 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 under section 103 of this title shall
be allowed; and, as to any such claims not al-
ready 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 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; but if the
time for filing claims in a pending bankruptcy
proceeding had expired prior to the filing of a
petition under this chapter, 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 bankruptcy
.proceeding.

(b) Executory contracts; rejection

Any contract which is entered into or as-
sumed by a debtor in possession, receiver, or
trustee in a proceeding 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 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 supersed-
ed proceeding is rejected, the resulting liability
shall constitute a cost of administration of the
superseded proceeding.
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(c) Filing of claims .

Upon the filing of the schedule and state-
ment required by subdivision (a) of this section,
the court shall make an order directing the
claims against the debtor in possession, receiv-
er, 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 des-
ignate the form and manner in which the
notice shall be given. Notwithstanding the fore-
going, claims not duly scheduled as provided in
subdivision (a) of this section and claims arising
from rejection of executory contracts under
subdivision (b) of this section may be filed
within such further time as the court may
direct. Except as otherwise provided in this sec-
tion, claims against the debtor in possession, re-
ceiver, or trustee shall be proved and filed in
the manner provided in section 93 of this 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 shali not be allowed and shall
be barred, and the debtor in possession, receiv-
er, or trustee shall be forever discharged from
any liability with respect to such claims. When
all claims which have been duly allowed have
been paid in full, claims directed to be filed but
not filed within the time prescribed pursuant to
subdivision (¢) and claims not allowable under
paragraph (4) of subdivision (a) of this section
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 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.)

CODIFICATION

Par. (2) was from first sentence of former section
202(1) of this title and second sentence of former sec-
tion 202(m) of this title.

AMENDMENTS

1967—Subd. (a). Pub. L. 90-157 designated existing
provisions as subd. (a), substituted in par. (2) provision
for appointment of a trustee by the court for appoint-
ment as provided for in section 72 of this title, and
added pars. (3) and (4).

Subds. (b) to (d). Pub. L. 90-157 added subds. (b) to
). :

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 104 of this title.

§ 779. Adjudication against wage earner or farmer;
consent

No adjudication shall be entered under this
chapter against a wage earner or farmer unless
such person shall in writing file with the court
consent to the adjudication.
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(July 1, 1898, ch. 541, § 379, as added June 22,
1938, ch. 575, § 1, 52 Stat. 913.)

CODIFICATION

This sectlon was from last sentence of former sec-
tion 202() of this title and former section 202(p) of
this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 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 dis-
charging 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. :

§ 781. Proceedings after confirmation of arrangement

Where, after the confirmation of an arrange-
ment, 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 bank-
ruptcy be proceeded with;

(2) the unsecured debts incurred by the
debtor after the confirmation of the arrange-
ment and before the date of the entry of the
final order directing that bankruptcy be pro-
ceeded with shall, unless and except as other-
wise provided in the arrangement or in the
order confirming the arrangement, share on a
parity with the prior unsecured debts of the
same classes, provable in the ensuing bank-
ruptcy proceeding, and for such purpose the
prior unsecured debts shall be deemed to be
reduced to the amounts respectively provided
for them in the arrangement or in the order
confirming the arrangement, less any pay-
ment made thereunder; and

(3) the provisions of chapters 1 to 7 of this
title, shall, insofar as they are not inconsis-
tent or in conflict with the provisions of this
section, apply to the rights, duties, and liabil-
ities 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 purposes
of such application, the date of bankruptcy
shall be taken to be the date of the entry of
the order directing that bankruptcy be pro-
ceeded with.

(July 1, 1898, ch. 541, §381, as added July T,
1952, ch. 579, § 40, 66 Stat. 434.)

TITLE 11-BANKRUPTCY

Page 1254

EFFECTIVE DATE

Act July 17, 1952 effective 3 months after July 7,
1952, see section 57 of act July 7. 1952, set out as a
note under section 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 ar-
rangement has been confirmed, it shall be made
to appear that fraud was practiced in the pro-
curing of such arrangement and that knowl-
edge of such fraud has come to the petitioners
since the confirmation of such arrangement—

(1) if the debtor has been guilty of or has
participated in the fraud or has had knowl-
edge 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 proceeding, 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
provisions of this title; or

(2) the court may set aside the confirma-
tion, reinstate the proceeding under the peti-
tion filed under this chapter, and hear and
determine applications for leave to propose,
within such time as the court may fix, alter-
ations 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 arrarigement 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 alter-

ation, or to the prejudice of any innocent
person, who, for value, subsequent to the con-
firmation, acquired rights in reliance upon it.

(July 1, 1898, ch. 541, § 386, as added June 22,
1938, ch. 575, § 1, 52 Stat. 913.)

CODIFICATION

This sectfon was from former sections 31 and 202(k)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 ¢f this

-title.

§ 787. Alteration or modification of confirmed ar-
rangement; procedure

Where an arrangement which has been con-
firmed provides for an extension of time for
payment in whole or in part of the debts affect-
ed by the arrangement, and the court has re-
tained jurisdiction pursuant to section 768 of
this title—
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(1) A proposal to alter or modify the ar-
rangement by changing the time of payment
of deferred instaliments of the consideration,
or by reducing the amount of such payments,
or to accomplish both of such alterations or
modifications, may be filed by the debtor
with leave of court after the arrangement has
been confirmed, but before the deferred con-
sideration has been fully paid, or if such de-
ferred consideration is represented by nego-
tiable promissory notes, then before such
notes have been delivered to the creditors.

(2) The proposal to alter or modify the ar-
rangement shall set forth the proposed alter-
ations or modifications, shall state whether
the deferred payments provided for by the ar-
rangement are evidenced by negotiable prom-
issory notes and, if so, whether such promis-

- sory notes have been delivered to the credi-
tors, 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 have ex-
tended credit to the debtor since the arrange-
ment was confirmed.

(3) If the court permits the proposed alter-

ations or modifications to be filed, it shall call
a meeting of the creditors on at least ten
days’ written notice to the debtor, the credi-
tors and other parties in interest, including
creditors who extended credit during the pro-
ceeding or after the arrangement was con-
firmed, and shall transmit with such notice a
copy of the alterations or modifications pro-
posed.

(4) If at such meeting the arrangement as
altered or modified is accepted as required for
confirmation by section 762 of this title by
the creditors affected by such alteration or
modification, the court, subject to the provi-
sions of section 766 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, etc.

All statutes of limitation affecting claims
provable under this chapter and the running of
all periods of time prescribed by this title in re-
"~ spect 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 construction of act June 22, 1938,
known as the Chandler Act, see sections 8 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 792. Notices; manner of giving

Unless otherwise directed by the court, all no-
tices required by this chapter may be given by
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mail to the parties entitled thereto to their ad-
dresses 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

8 793. 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 receiver, trust-
ee, or debtor in possession pursuant to section
744 of this title; or

(2) any transaction in any security issued
pursuant to an arrangement in exchange for
claims against the debtor or partly in ex-
change and partly for cash and/or property,
or issued upon exercise of any right to sub-
scribe or conversion privilege so issued, except
(A) transactions by an issuer or an underwrit-
er in connection with a distribution otherwise
than pursuant to the arrangement, and (B)
transactions by a dealer as to securities con-
stituting the whole or a part of an unsold al-
lotment to or subscription by the dealer as a
participant in a distribution of such securities
by the issuer or by or through an underwriter
otherwise than pursuant to the arrangement.

(b) As used in this section, the terms ‘“securi-
ty”, “issuer”, “underwriter”, and ‘‘dealer” shall
have the meanings 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. (aX2). Pub. L. 87-681 eliminated “securi-
ties of or” following “arrangement in exchange for"
and redesignated pars. () and (b) as (A) and (B), re-
spectively.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 794. Secretary of Treasury; notices and information
to

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—

(1) all petitions filed under sections 721 and -
722 of this title;

(2) all notices given in a proceeding under
this chapter;

(3) all orders dismissing proceedings or di-
recting that bankruptcy be proceeded with,
discharging debtors, closing estates, and set-
ting aside confirmations;

(4) all orders appointing receivers or con-
tinuing debtors in possession; .

(5) all orders confirming arrangements, to-
gether with copies of such arrangements;
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(6) all orders approving alterations or modi-
ficatlons in arrangements, together with
copies of such alterations or modifications;

(7) all applications for allowances for com-
pensation and expenses, and the orders
making or refusing to make such allowances;
and

(8) such other papers filed in the proceed-
ings as the Secretary of the Treasury may re-
quest or which the court may direct to be
transmitted to him.

Any order fixing the time for confirming an
arrangement which affects claims of the United
_ States shall include a notice to the Secretary of

the Treasury 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 CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 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 any State now in force or
which may hereafter be enacted, shall, in re-
spect to the adjustment of the indebtedness of
a debtor in a proceeding under this chapter, be
deemed to have accrued to or to have been real-
ized by a debtor or a corporation organized or
made use of for effectuating an arrangement
under this chapter by reason of a modification
in or cancellation 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 arrangement had for
one of its principal purposes the evasion of any
income tax, the exemption provided by this sec-
tion 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, 1938,
known as the Chandler Act, see sections 6 and 7 of act

June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES
Application of this section to compositions and ex-

tensions confirmed under former sections 30 and 202
of this title, see section 799 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 799 of this title.

§ 796. Income tax; property basis adjustment

In determining the basis of property for any
purposes 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 trans-
ferred to any person required to use the debt-
or’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 resulting in a
tax benefit on any income-tax return, has been
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canceled or reduced in a proceeding under this
chapter, but the basis of any particular proper-
ty 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
proceeding under this chapter shall not be
deemed a determination of fair market value
for the purposes of this section. The Commis-
sioner of Internal Revenue, with the approval
of the Secretary of the Treasury, shall pre-
scribe such regulations as he may deem neces-
sary in order to reflect such decrease 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
particular property shall not be decreased to an
amount less than the fair market value of such prop-
erty as of the date of entry of the order confirming
the arrangement” in the first sentence and inserted
second sentence.

EFFECTIVE DATE OF 1940 AMENDMENT

Act July 1, 1940, was, by enacting clause 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 sections 6 and 7 of act
June 22, 1938, set out as notes 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 employ-
ees of such Department, were transferred, with certain
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, agencies, and employees, by Reorg. Plan
No. 26 of 1950, §§ 1, 2, eff. July 31, 1950, 15 F.R. 4935,
64 Stat. 1280 set out in the Appendix to Title 5, Gov-
ernment Organization and Employees. The Commis-
sioner of Internal Revenue, referred to in this section,
is an officer of the Treasury Department.

CROSS REFERENCES

Application of this section to compositions and ex-
tensions confirmed under former sections 30 and 202
of this title, see section 799 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 795, 799 of this
title; title 26 section 1024.

§ 797. Assessment and payment of taxes or acceptance
of arrangement by taxing agency

Any provision in this chapter to the contrary
notwithstanding, 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 an arrangement under this
chapter, and all taxes which may become owing
to the United States or any State from a receiv-
er 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-
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effectuating an arrangement under this chap-
ter: Provided, however, That the United States
or any State may in writing accept the provi-
sions of any arrangement dealing with the as-
sumption, settlement, or payment of any such
tax.

(July 1, 1898, ch. 541, § 397, as added June 22,
1938, ch. 575, § 1, 52 Stat. 915.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER XIII-WHEN CHAPTER
TAKES EFFECT

§ 799. Proceedings to which chapter applies

(1) On and after the effective date of this
amendatory Act, this chapter shall apply to
debtors and their creditors, whether their
rights, claims, and interests of any nature what-
soever 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 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 con-
firmed under sections 30 and 202 of this title
before the effective date of this amendatory
Act and to compositions and extensions which
may be confirmed under sections 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.)

REFERENCES IN TEXT

Sections 30, 201, and 202 of this title, referred to in
subds. (3) and (4), were omitted. See codification notes
under those sections for distribution of subject matter.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under sectlon 1 of this
title.

CHAPTER 12—REAL PROPERTY
ARRANGEMENTS BY PERSONS OTHER THAN
CORPORATIONS

SUBCHAPTER I-CONSTRUCTION
Sec.
801.
802.

Excluslve application of chapter.
Appllcation of other provisions.

SUBCHAPTER II-DEFINITIONS

In general.
Creditors affected by arrangement; determina-
tion.

SUBCHAPTER III-JURISDICTION, POWERS,
AND DUTIES OF THE COURT

Exclusive jurisdiction of debtor and property.
Jurisdiction, powers, and duties.

Additional jurisdiction, powers, and duties.
Stay of actions.

Notices.

Appellate jurisdiction.

8086.
8017.

811.
812.
813.
814.
815.
816.
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SUBCHAPTER IV—PETITION AND STAY
Sec.
821.
822.
823.
824.
825.

Filing petition; pending bankruptcy proceeding.

Filing of original petition.

Contents of petition.

Statements and fees to accompany petition.

Petition in pending bankruptcy proceeding as
stay of adjudication or administration.

Bond of debtor in original petition.

Failure to give bond.

Petition as stay of actions.

826.
827.
828.

SUBCHAPTER V-—-PROCEEDINGS SUBSEQUENT
TO FILING OF PETITION

Reference of proceeding to referee.

Appointment of trustee.

Appointment of appraisers.

Meeting of creditors; time; notice.

Contents of notice of credltors meeting and ac-
companying information.

Conduct and business at creditors meeting.

Conduct and business at credltors meeting after
acceptance of arrangement.

SUBCHAPTER VI-TITLE, RIGHTS, DUTIES,
AND POWERS OF DEBTOR AND OFFICERS
841. Trustee; title.
842. Trustee’s rights, duties, and powers.
843. Powers, rights, and dutles to be same as if bank-
ruptcy adjudged.
Continuance of debtor in possession.
Operation of business and management of prop-
erty; reports.
Issuance of certificates of indebtedness.

831.
832.
833.
834.
835.

836.
837.

844.
845.

846.
SUBCHAPTER VII-CREDITORS AND CLAIMS

851. Filing proofs of claims; manner; time; objections
to allowance.

852, Classification of creditors.

853. Hearing as to value of security.

854. Indenture trustee; filing claims.

855. United States as credltor.

856. Credltor may act in person or by agent.

857. Rights, duties, and liabilities of creditors, etc.

858. Rejection of executory contract or unexpired
lease; assignment of future rent claim; rights of
injured party.

859. Repealed.
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 arrangement; confirma-
tion upon deposit by debtor. ’

Majority accepted arrangement; application for
confirmation.

869. Alterations or modifications; proposal.

870. Acceptance of altered arrangement.

871. Notlce of adjourned or reopened meeting and of
proposed alteration.

Requisites for confirmatlon.

Effect of confirmation.

Property to be free of debts affected by arrange-
ment.

Execution of instruments; satisfaction of liens,
etc.

Discharge of debts upon confirmation.

Final decree upon consummation of arrange-
ment.

SUBCHAPTER X—DISMISSAL AND
ADJUDICATION
Abandonment or rejection of arrangement before
confirmation.
Termination or default after confirmation.

868.

872.
873.
874.
875.

876.
8717.

881.
882.
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Sec.
883. Procedure upon order directing that bankruptcy
be proceeded with.

(a) Reinstatement of bankruptcy proceed-
ing; filing of separate debt schedule;
tax claims; provable claims.

(b) Executory contracts; rejection.

(c) Filing of claims.

(d) Disallowance of untimely claims; sur-
plus.

Adjudication against wage earner or farmer; con-
sent.

Final decree upon dismissal of original petition.

Proceedings after confirmation of arrangement.

SUBCHAPTER XI—COMPENSATION AND
ALLOWANCES

Court officers and attorneys.

Other parties in interest.

Petition filed in pending bankruptcy proceeding.

Compensation and costs of referee in bankruptcy.

Dismissal of proceeding or adjudication of bank-
ruptcy; arrangement allowances.

Hearing of applications.

Dismissal of proceeding and reinstatement of
bankruptcy; charging of allowances in bank-
ruptcy.

898. Appeals.

SUBCHAPTER XII—PRIOR PROCEEDINGS

906. Right to petition during pendency of prior pro-
ceedings.

Stay; rights of trustee or debtor in possession.

Protection of obligations of prior fiduciary; pay-
ment of costs and expenses.

Reinstatement of prior proceeding on dismissal
of arrangement proceeding; allowances.

SUBCHAPTER XIII-ARRANGEMENTS, WHEN
SET ASIDE OR MODIFIED

911. Fraud in procuring arrangement.

SUBCHAPTER XIV—GENERAL PROVISIONS

916. Suspension of statutes of limitation, etc.

917. Inapplicability to obligations held by certain Fed-
eral agencies.

Unregistered securities; use of mails and inter-
state commerce,

Secretary of Treasury; notices and information
to.

Taxes; income or profit from modification of in-
debtedness.

Arrangement to evade taxes.

Income tax; property basis adjustment.

Assessment and payment of taxes or acceptance
of arrangement by taxing agency.

SUBCHAPTER XV—WHEN CHAPTER TAKES
EFFECT

926. Proceedings to which chapter applles.

884.

885.
886.

891.
892,
893.
894.
895.

896.
897.

907.
908.

909.

918.
919.
920.

921,
922,
923.

CODIFICATION

Sections 30, 31, 201, 202, 206, and 207 of this tille
were amended and incorporated as this chapter and
chapters 10, 11, 13, and 14 of this title by act June 22,
1938, ch. 575, § 1, 52 Stat. 840.

CHAPTER REFERRED TO IN OTHER SECTIONS
This chapter is referred to in section 11 of this title.

SUBCHAPTER I—CONSTRUCTION
§ 801. Exclusive application of chapier
The provisions of this chapter shall apply ex-
clusively to proceedings 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 Act, see sections 6 and 7 of act
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June 22, 1938, set out as notes 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: Pro-
vided, however, That subdivision (n) of section
93 of this title shall not apply in such proceed-
ings 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, provisions
relating to ‘“bankrupts” shall be deemed to
relate also to ‘“debtors,” and “bankruptcy pro-
ceedings” or “proceedings in bankruptcy” shall
be deemed to include proceedings under this
chapter. For the purposes of such application
the date of the filing of the petition in bank-
ruptey shall be taken to be the date of the
filing of an original petition under section 822
of this title, and the date of adjudication shall
be taken to be the date of the filing of the peti-
tion 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

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER II-DEFINITIONS

§ 806. In general

For the purposes of this chapter, unless in-
consistent with the context—

(1) “arrangement” shall mean any plan
which has for its primary purpose the alter-
ation or modification of the rights of credi-
tors or of any class of them, holding debts se-
cured by real property or a chattel real of
which the debtor is the legal or equitable
owner;

(2) “claims’ shall include all claims of what-
ever character, against a debtor or his proper-
ty, whether or not such claims are provable
under section 103 of this title and whether se-
cured or unsecured, liquidated or unliquidat-
ed, fixed or contingent;

(3) “consideration” shall include evidences
of indebtedness, either secured or unsecured,
stock and certificates of beneficial interest
therein, and certificates of beneficial interest
in property;

(4) “executory contracts” shall include un-
expired 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 a petition under this
chapter 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 pro-
posed to be dealt with by the arrangement is
a right to redeem such property from a sale
had before the filing of such petition;
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(7) “debts” shall include all claims;

(8) “indenture trustee’” shall mean a trustee
under a mortgage, deed of trust, or indenture,
pursuant to which there are securities out-
standing, other than voting trust certificates,
constituting debts against a debtor or debts
secured by a lien upon real property or a
chattel real of which such debtor is the legal
or equitable owner; and

(9) “petition” shall mean a petition filed
under this chapter proposing an arrangement
by a debtor.

(July 1, 1898, ch. 541, §406, as added June 22,
1938, ch. 575, § 1, 52 Stat. 916.)

CODIFICATION

Par. (5) was from sixth sentence of former section
202(a) of this title.

Par. (6) was from fifth sentence of former section
202(a) of this title.

Par. (7) was from second sentence of former section
202(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 807. Creditors affected by arrangement; determina-
tion

Creditors or any class thereof shall be
deemed to be ‘affected” by an arrangemeht
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 credi-
tor 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 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

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, § 411, as added June 22,
1938, ch. 575, § 1, 52 Stat. 917.)

CODIFICATION

This section was from first sentence of former sec-

tion 202(m) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. .

CROSS REFERENCES

Delivery and accounting for property, see section 11
of this title.
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§ 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 filed under section
821 of this title, as if a decree of adjudication
had been entered in the bankruptcy proceed-
ing at the time the petition under this chap-
ter was filed; and

(2) where a petition is filed under section
822 of this title, as if a voluntary petition for
adjudication in bankruptcy had been filed -
and a decree of adjudication had been en-
tered 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. 917.)

CODIFICATION

This section was from first sentence of former sec-
tion 202(m) of this title.

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 813. Additional jurisdiction, powers, and duties

Upon the filing of a petition, the court may,
in addition to the jurisdiction, powers, and
duties conferred and imposed upon it by this
chapter—

(1) permit the rejection of executory con-
tracts of the debtor, upon notice to the par-
ties to such contracts and to such other par-
ties in interest as the court may designate;

(2) upon such notice as the court may pre-
scribe 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
purpose, the court may upon cause shown
extend such time.

(July 1, 1898, ch. 541, § 413, as added June 22,
1938, ch. 5765, § 1, 562 Stat. 917.)

CODIFICATION

This section was from last sentence of former sec-
tion 202(ad) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSs REFERENCES

Rejection of executory contract as breach thereof,
see section 103 of this title.

§ 814. Stay of actions

The court may, in addition to the relief pro-
vided by section 29 of this title and elsewhere
under this chapter, enjoin or stay until final
decree the commencement or continuation of
suits against a debtor and may, upon notice for
cause shown, enjoin or stay until final decree
any act or the commencement or continuation
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of any proceeding to enforce any lien upon any
property of a debtor.

(July 1, 1898, ch. 541, § 414, as added June 22,
1938, ch. 575, § 1, 52 Stat. 917.)

CODIFICATION

This section was from former section 202(n) of this
title.

EFFECTIVE DATE AND CONSTRUCTION

"Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CRrOss 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 other-
wise specified hereunder, the time within
which, the persons t¢ 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 CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes 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 pro-
ceeding.

(July 1, 1898, ch. 541, § 416, as added June 22,
1938, ch. 575, § 1, 52 Stat. 918.)
CODIFICATION

This section was from second sentence of former sec-
tion 202(m) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER IV—-PETITION AND STAY

§ 821. Filing petition; pending bankruptey proceeding

" A debtor may file a petition under this chap-
ter in a pending bankruptcy proceeding before
his adjudication.

(July 1, 1898, ch. 541, § 421, as added June 22,
1938, ch. 575, § 1, 52 Stat. 918.)
CODIFICATION

This section was from first sentence of former sec-
tion 30(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 802, 812, 825,
843, 857, 881, 882, 883, 893, 894, 911, 919 of this titie.

§ 822. Filing of original petition.

If no bankruptcy proceeding is pending, a
debtor may file an original petition under this
chapter with the court which would have juris-
diction of a petition for his adjudication.

(July 1, 1898, ch. 541, § 422, as added June 22,
1938, ch. 575, § 1, 52 Stat. 918.)

CODIFICATION

This section was from first sentence of former sec-
tion 202(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 802, 812, 826,
843, 857, 881, 882, 883, 885, 911, 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. 541, § 423, as added June 22,
1938, ch. 575, § 1, 52 Stat. 918.)

CODIFICATION

This section was from first sentence of former sec-
tion 202(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
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 state-
ment of affairs, if not previously filed: Pro-
vided, however, That if the debtor files with
the petition a list of his creditors and their
addresses and a summary of his assets and li-
abilities, the court may, on application by the
debtor, grant for cause shown further time,
not exceeding ten days, for filing the state-
ment 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, § 424, as added June 22,
1938, ch. 575, §1, 52 Stat. 918, and amended
July 7, 1952, ch. 579, § 41, 66 Stat. 434.)

CODIFICATION

This section was from first sentence of former sec-
tion 202(a) of this title.
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AMENDMENTS
1952—Act July 7, 1952, 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 1952 AMENDMENT
Amendment by act July 7, 1952 effective 3 months

after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 title
shall not act as a stay of adjudication or of the
administration of the estate, but the court may,
upon application 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 adjudi-
cation or of the administration of the estate
upon such terms as may be proper for the pro-
tection of the estate.

(July 1, 1898, ch. 541, § 425, as added June 22,
1938, ch. 575, § 1, 52 Stat. 918.)

CODIFICATION
This section was from fourth sentence of former sec-

tion 202(a) of this title and second sentence of former
section 30(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 undertaking, 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.)
CODIFICATION

This section was from fourth sentence of former sec-
tion 202(a) of this title and second sentence of former
section 30(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 827 of this title.
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§ 8217. Failure to give bond

Upon failure 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’ com-
mittee, if any has been appointed, and to such
other persons as the court may di.ect, either
adjudge the debtor a bankrupt and direct that
bankruptcy be proceeded with pursuant to the
provisions of this title or dismiss the proceed-
ings under this chapter, as in the opinion of the
court may be in the interest of the creditors.

(July 1, 1898, ch. 541, § 427, as added June 22,
1938, ch. 575, § 1, 52 Stat. 918.)

CODIFICATION

This section in part was from first sentence of
former section 202(1) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 op-
erate as a stay of any act or proceeding to en-
force 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 construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSs REFERENCES
Stay of actions 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 ref-
eree.
(July 1, 1898, ch. 541, § 431, as added June 22,
1938, ch. 575, § 1, 52 Stat. 918.)
CODIFICATION

This section was from former section 202(o) of this
title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 832. Appointment of trustee

The court may, upon the application of any
party in interest, appoint a trustee of the prop-
erty of the debtor.

(July 1, 1898, ch. 541, § 432, as added June 22,
1938, ch. 575, § 1, 52 Stat. 918.)
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes 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 appraisers 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 be made.

(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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 834. Meeting of creditors; time; notice

The court shall promptly call a meeting of
creditors, upon at least ten days’ notice by mail
to the debtor, the creditors, and other parties
in interest.

(July 1, 1898, ch. 541, § 434, as added June 22,
1938, ch. 575, § 1, 52 Stat. 919.)

CODIFICATION

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.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES
. Notices generally, see section 815 of this title.

§ 835. Contents of notice of creditors meeting and ac-
companying information

The notice of such meeting of creditors shall
be accompanied by a copy of the proposed ar-
rangement, a summary of the liabilities as
shown by the schedules and a summary of the
appraisal, if one has been made, or, if not made,
a summary of the assets as shown by the sched-
ules. Such notice may also name the time for
the filing of the application to confirm the ar-
rangement 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, 52 Stat. 919.)

CODIFICATION

This section was from first sentence of former sec-
tion 202(c) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.
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§ 836. Conduct and business at creditors meeting

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 ar-

“rangement, which acceptances may be ob-
tained before or after the filing of a petition
under this chapter. ,

(July 1, 1898, ch. 541, § 436, as added June 22,
1938, ch. 575, § 1, 52 Stat. 919.)

CODIFICATION

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 sec-
tion 30(a) of this title,

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 867 of this title.

§ 837. Conduct and business at creditors meeting after
acceptance of arrangement

At such meeting, or at any adjournment
thereof, the judge or referee shall, after accep-
tance of the arrangement—

(1) appoint the trustee, if any, or otherwise
appoint some other person, to receive and dis-
tribute, 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 approved by the court in
such amount as the court shall fix and fix the
amount or rate of such person’s compensa-
tion;

(2) fix a time within which there shall be
deposited, in such place as shall be designated
by and subject to the order of the court, the
consideration, 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 waived by the persons enti-
tled to such costs, expenses, and compensa-
tion, 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 applica-
tion to confirm the arrangement and for a
hearing on the confirmation thereof and on
any 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, 52 Stat. 919.)
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CODIFICATION

Par. (1) was from former section 202(b) of this titie.

Par. (2) was from first sentence of former section
202(e) of this title.

Par. (3) was from former sections 30(c) and 202(f) of
this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
titie.

SUBCHAPTER VI-TITLE, RIGHTS,
DUTIES, AND POWERS OF DEBTOR AND
OFFICERS

§ 841. Trustee; title

A trustee, upon his appointment and qualifi-
cation, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 842. Trustee’s 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 subject 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 exercise such additional
rights and powers as a receiver 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Receiver in equlty, powers of, see seétlon 959 of Title
28, Judlciary and Judlcial Procedure.

§ 843. Powers, rights, and duties to be same as if
bankruptcy adjudged

Where not inconsistent with the provisions of
this chapter, the powers and duties of the offi-
cers of the court and the rights, privileges, and
duties of the debtor shall be the same, where a
petition is filed under section 821 of this title,
as if a decree of adjudication had been entered
in the pending bankruptcy proceeding at the
time the petition under this chapter was filed,
or, where a petition is filed under section 822 of
this title, as if a voluntary petition for adjudica-
tion 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.)
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CODIFICATION

This section was from iast sentence of former sec-
tion 202(m) of this titie.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 chap-
ter, subject, however, at all times to the control
of the court and to such limitations, restric-
tions, terms, and conditions as the court may
from time to time prescribe.

(July 1, 1898, ch. 541, § 444, as added Juhe 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 sections 6 and 7 of act
June 22, 1938, set out as notes 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 sub-
ject 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 management shall file
reports thereof with the court at such intervals
as the court 1nay designate.

(July 1, 1898, ch. 541, § 445, as added June 22,
1938, ch. 575, § 1, 52 Stat. 920.)

CODIFICATION

This section was from former section 202(b) of this
title.

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 846. Issuance of certificates of indebtedness

During the pendency of a proceeding for an
arrangement, or after the confirmation of the
arrangement where the court has retained ju-
risdiction, the court may upon cause shown au-
thorize the trustee or debtor in possession to
issue certificates of indebtedness for cash, prop-
erty, or other consideration approved by the
court, upon such terms and conditions and with
such security and priority in payment over ex-
isting obligations as in the particular 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

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
titie. ’
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SEc_rION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 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. Ob-
jections 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

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 852. Classification of creditors

For the purposes of the arrangement and its
acceptance, the court may fix the division of
creditors into classes according to the nature of
their respective claims, and, in the event of con-
troversy, the court shall after hearing upon
notice summarily determine the controversy.

(July 1, 1898, ch. 541, § 452, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 853 of this title.

§ 853. Hearing as to value of security

For the purposes of the classification, as pro-
vided in section 852 of this title, the court shall
if necessary, upon the application of the trust-
ee, the debtor, any creditor, or an indenture
trustee, fix a hearing upon notice to the hold-
ers of secured claims, the debtor, the trustee,
and such other persons as the court may desig-
nate, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 854. Indenture trustee; filing claims

An indenture trustee may file claims for all
holders, 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 nec-
essary for the acceptance of the arrangement
only the claims filed by the holders thereof,
and allowed, shall be included.
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(July 1, 1898, ch. 541, § 454, 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 sections 6 and 7 of act
June 22, 1938, set out as notes 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 ar-
rangement in respect of the claims of the
United States. If, in any proceeding under this
chapter, the United States is a secured or unse-
cured 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 creditor), 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 certi-
fied to the court: Provided, That if the Secre-
tary 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 pro-
posed, accompanied by a certified copy of the
arrangement, his consent shall be conclusively
presumed. ’

(July 1, 1898, ch. 541, § 455, 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 sections 6 and 7 of act
June 22, 1938, set out as notes 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 com-
mittee and, if he shall act by an agent or com-
mittee, the court shall examine and may disre-
gard any provision of a power or warrant of at-
torney, deposit agreement, trust indenture and
committee, or other authorization affecting
such creditor, and enforce an accounting there-
under 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. 575, § 1, 52 Stat. 921.)

EFFECTIVE DATE aND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act

June 22, 1938, set out as notes under section 1 of this
title.

§ 857. 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 debtor shall be the same,
where a petition is filed under section 821 of
this title, as if a decree of adjudication had
been entered in the pending bankruptcy pro-
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ceeding at the time the petition under this
chapter was filed, or, where a petition is filed
under section 822 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, § 457, as added June 22,
1938, ch. 575, § 1, 52 Stat. 921.)

CODIFICATION

This section was from iast sentence of former sec-
tion 202(m) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 reject-
ed pursuant to the provisions of an arrange-
ment or to the permission of the court given in
a proceeding under this chapter, or shail have
been rejected by a receiver in bankruptcy or re-
ceiver in equity in a prior pending proceeding,
any person injured by such rejection shall, for
the purposes of this chapter and of the ar-
rangement, its acceptance and confirmation, be
deemed a creditor. The claim of the landlord
for injury resulting from the rejection of an un-
expired lease of real estate or for damages 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 ac-
celeration, 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 filing of the peti-
tion, plus unpaid accrued rent, without accel-
eration, 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 paid
for such assignment in determining the amount
of damages allowed the assignee thereof.

(July 1, 1898, ch. 541, § 458, as added June 22,
1938, ch. 575, § 1, 52 Stat. 921.)

CODIFICATION

This section in part was from last two sentences of
former section 202(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROss REFERENCES

Rejection of executory contract as breach thereof,
see section 103 of this title.

§ 859. Repealed. Puh. L. 90-157, § 5, Nov. 28, 1967, 81
Stat. 516

Section, act July 1, 1898, ch. 541, § 459, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 921, and amended
July 7, 1952, ch. 579, § 42, 66 Stat. 434, provided for
allowance of claims upon order to proceed with bank-
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ruptey and is now covered by section 883(aX4) of this
title.

SUBCHAPTER VIII—PROVISIONS OF
ARRANGEM

§ 861. Contents of arrangement

An arrangement—

(1) shall include provisions modifying or al-
tering the rights of creditors who hold debts
secured by real property or a chattel real of a
debtor, generally or of a class of them, either
through the issuance of new securities of any
character or otherwise;

(2) shall provide for the rlghts 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
treatment thereof in different ways or upon
different terms;

(4) may provide for the rejection of any ex-
ecutory contract;

(5) may provide for the continuation of
debtor’s business and the management of his
property with or without supervision or con-
trol by a trustee or by a committee of credi-
tors or otherwise;

(6) may provide for payment of debts in-
curred after the filing of the petition and
during the pendency of the arrangement, in
priority over the debts affected by such ar-
rangement;

(7) may deal with all or any part of his
property;

(8) shall provide for the payment of ail
costs and expenses of administration snd
other allowances 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 them not to be affected by the arrange-
ment 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 <he
arrangement by the two-thirds majority in
amount required under this chapter, ade-
quate protection for the realization by them
of the value of their debts against the proper-
ty dealt with by the arrangement and affect-
ed by such debts, either, as provided in the ar-
rangement or in the order confirming the ar-
rangement, (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 circumstar.ces
of the particular case, equitably and fairly
provide such protection;

“(12) shall provide adequate means for the
execution of the arrangement, which may in-
clude: 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 orga-
nized or thereafter to be organized; the sale
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of all or any part of his property, either sub-
ject 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 in-
terest therein; the satisfaction or modifica-
tion of liens; the cancelation or modification
of indentures or of other similar instruments;
the curing or waiver of defaults; the exten-
sion of maturity dates and changes in interest
rates and other terms of outstanding securi-
ties; the issuance of trust securities or securi-
ties of the debtor or of such corporation or
corporations for cash, for property, in ex-
change for existing securities, in satisfaction
of debts, or for other appropriate purposes;
and

(13) may include any other appropriate pro-
visions 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.)

CODIFICATION

This section in part was from former section 202(h)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Rejection of executory contract as breach thereof,
see section 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 AR-
RANGEMENT

§ 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 ail such credi-
tors, may be proposed by any such creditor.

(July 1, 1898, ch. 541, § 466, as added June 22,
1938, ch. 575, § 1, 52 Stat. 922.)

CODIFICATION

This section was from second sentence of former sec-
tion 202(e) of this title and from former section 30(b)
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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
creditors, as provided in section 836 of this title,
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has been accepted in writing by all creditors af-
fected thereby, whether or not their claims
have been proved, shall be confirmed by the
court when there shall have been made the de-
posit required under this chapter and under the
arrangement, and if the court is satisfied 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.)

CODIFICATION

This section was from fourth sentence of former sec-
tion 202(g) of this title and third clause of former sec-
tion 30(d) of this title.

EFFPECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 868. Majority accepted arrangement; application for
confirmation

If an arrangement has not been so accepted,
an application for the confirmation of an ar-
rangement 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
creditors of each class, holding two-thirds in
amount of the debts of such class affected by
the arrangement proved and allowed before
the conclusion of the meeting, or before such
other time as may be fixed by the court, ex-
clusive of creditors or of any class of them
who are not affected by the arrangement or
for whom payment or protection has been
provided as prescribed in paragraph (11) of
section 861 of this title; and

(2) the deposit required under this 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.)

CODIFICATION

This section was from first and second sentences of
former section 202(e) of this title and from former sec-
tion 30(b) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 869. Alterations or modifications; proposal

Alterations or modifications of an arrange-
ment may be proposed in writing, with ieave of
court, either before or after its confirmation, by
a debtor, or by any creditor as provided in sec-
tion 866 of this title.

(July 1, 1898, ch. 541, § 469, 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 sections 6 and 7 of act
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June 22, 1938, set out as notes under section 1 of this
title.

§ 870. Acceptance of altered arrangement

Unless the court finds that the proposed al-
teration 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 arrange-
ment and who fails to file with the court,
within such time as shall be fixed in the order,
hls rejection of the altered or modified arrange-

ment, shall be deemed to have accepted the al-

teration or modification and the arrangement
so altered or modified, unless the previous ac-
ceptance 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 871. Notice of adjourned or reopened meeting and
of proposed alteration

At least ten days’ notice of the adjourned or
reopened meeting, together with a copy of the
order, if entered, and of the proposed alteration
or modification, shall be given to the debtor,
the creditors, 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 construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROsS REFERENCES
Notices generally, see section 815 of this title.

§ 872. Requisites for confirmation

The court shall confirm an arrangement if
satisfied 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 guilty of any of
the 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 pro-
cured by any means, promises, or acts forbid-
den by this title; and

(5) all payments made or promised by the
debtor, by any person issuing securities or ac-
quiring property under the arrangement or
by any other person, for services and for costs
and expenses in, or in connection with the
proceeding or in connection with and incident
to the arrangement, have been fully disclosed
to the court and are reasonable, or, if to be
fixed after confirmation of the arrangement,
will be subject to the approval of the court.
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Confirmation of an arrangement shall 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 17, 1952, ch. 579, § 43, 66 Stat. 435.)

CODIFICATION

This section, except par. (5), formerly par. (6), was
from former section 202(g) and (j) of this title.
AMENDMENTS
1952—Act July 7, 1952, eliminated the provision that

a proposed plan must be ‘“fair and equitable” and
added the last paragraph.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. ’

§ 873. Effect of confirmation

Upon confirmation of an arrangement—

(1) the arrangement and its provisions shall
be binding upon the debtor, upon any person
issuing securities or acquiring property under
the arrangement, and upon all creditors of
the debtor, whether or not they are affected
by the arrangement 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 debtor, and any corporation or trust
organized or to be organized for the purpose
of carrying out the arrangement, shall
comply with the provisions of the arrange-
ment and with all the orders of the court rel-
ative thereto and shall take all action neces-
sary to carry out the arrangement,

(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 allowed, or, if not so filed, whose
claims 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 ob-
jections shall be heard and summarily deter-
mined by the court.

(July 1, 1898, ch. 541, §473, as added June 22,
1938, ch. 575, §1, 52 Stat. 924, and amended
July 7, 1952, ch. 579, § 44, 66 Stat. 435.)

CODIFICATION

Par. (1) was from first sentence of former section
202¢1) of this title.
Par. (3) was from former section 202(j) of this title.

AMENDMENTS

1952—Par. (3). Act July 7, 1952, substituted “and are
not contingent, unliquidated, or disputed” for ‘fixed
debts, liquidated in amount and not disputed”.
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EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7. 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 874. Property to be free of debts affected by ar-
rangement

Upon confirmation of an arrangement, the
property dealt with by the arrangement, when
transferred by the trustee appointed under this
chapter to the debtor, or to a trustee or corpo-
ration provided for by the arrangement, or, if
no trustee has been appointed under this chap-
ter, when transferred by the debtor to a trustee
or corporation provided for by the arrange-
ment, or when retained by the debtor, as the
case may be, shall be free and clear of all debts
affected by the arrangement, except such debts
as may otherwise be provided for in the ar-
rangement or in the order confirming the ar-
rangement or in the order directing or autho-
rizing the transfer or retention of such proper-
ty.

(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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 875. Execution of instruments; satisfaction of liens,
etc.

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 execution and delivery of such in-
struments as may be requisite to effect a reten-
tion or transfer of the property 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 nec-
essary for the consummation of the arrange-
ment.

(July 1, 1898, ch. 541, § 475, as added June 22,
1938, ch. 575, § 1, 52 Stat. 924.)

EFFECTIVE DATE AND CONSTRUCTION

Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 876. Discharge of debts upon confirmation

The confirmation of an arrangement shall
discharge a debtor from his debts and liabilities
provided for by the arrangement, except as pro-
vided in the arrangement or the order confirm-
ing the arrangement, excluding such debts as
are not dischargeable under section 35 of this
title.

(July 1, 1898, ch. 541, § 476, as added June 22,
1938, ch. 575, § 1, 52 Stat. 924.)
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construotion of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes 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 ar-
rangement, the court shall enter a final decree
discharging the trustee, if any, closing the
estate, and making such provisions, 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, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER X—DISMISSAL AND
ADJUDICATION '

§ 881. Abandonment or rejection of arrangement
before 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
title, 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 further time as the
court may fix, or if the money or other consid-
eration required to be deposited is not deposit-
ed 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 sec-
tion 821 of this title, enter an order dismiss-
ing the proceeding under this chapter and di-
recting that the bankruptcy be proceeded
with pursuant to the provisions of this title;
or

(2) where the petition was filed under sec-
tion 822 of this title, enter an order upon
hearing after notice to the debtor, the credi-
tors, and such other persons as the court may
direct, either adjudging the debtor a bank-
rupt and directing that bankruptcy be pro-
ceeded with pursuant to the provisions 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 7, 1952, ch. 579, § 45, 66 Stat. 435.)

CODIFICATION

This section was from first and second sentences of
former sections 30(e) and 202(D) of this title.

AMENDMENTS

1952—Act July 7, 1952, added “If the statement of
the executory contracts and the schedules and state-
ment of affairs, as provided by paragraph (1) of sec-
tion 824 of this title, are not duly filed, or"’.
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EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 882. Termination or default after confirmation

Where the court has retained jurisdiction
after the confirmation of an arrangement and
the debtor defaults in any of the terms thereof
or the arrangement terminates by reason of the
happening of a condition specified in the ar-
rangement, the court upon hearing after notice
to the debtor, the creditors and such other per-
sons as the court may direct shall—

(1) where the petition has been filed under
section 821 of this title, enter an order dis-
missing the proceeding under this chapter
and adjudging the debtor a bankrupt and di-
recting that the bankruptcy proceeding be
proceeded with pursuant to the provisions of
this title; or .

(2) where the petition has been filed under
section 822 of this title, enter an order either
adjudging the debtor a bankrupt and direct-
ing that bankruptcy be proceeded with pursu-
ant to the provisions of this title or dismissing
the proceeding under this chapter, whichever
in the opinion of the court may be in the in-
terest of the creditors.

(July 1, 1898, ch. 541, § 482, as added June 22,
1938, ch. 575, § 1, 52 Stat. 925.)

CODIFICATION

This section in part was from first and second sen-
tences of former section 202(I) of this title and from
former section 30(e) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 883. Procedure upon order directing that bankrupt-
cy be proceeded with

(a) Reinstatement of bankruptcy proceeding; filing of
separate debt schedule; tax claims; provable
claims

Upon the entry of an order directing that
bankruptcy be proceeded with—

(1) in the case of a petition filed under sec-
tion 821 of this title, the bankruptcy proceed-
ing shall be deemed reinstated and thereafter
shail be conducted, so far as possible, as if
such petition under this chapter had not been
filed;

(2) in the case of a petition filed under sec-
tion 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 decree of adjudication had been
entered on the day when such original peti-
tion under this chapter was filed;

(3) a separate schedule listing unpaid obli-
gations incurred after the filing of the peti-
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tion 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
fiiing 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 obliga-
tions incurred and contracts assumed or en-
tered into by him while continued in posses-
sion and before the qualification 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 in-
curred and contracts assumed or entered into
by him; and

(4) except as otherwise provided in this sec-
tion, only claims for taxes due the United
States or any State or any subdivision thereof
at the time of the filing of the original peti-
tion under this chapter and such claims as
are provable under section 103 of this title
shall be allowed, and ciaims not already filed
may be filed in accordance with the provi-
sions of subdivision (n) of section 93 of this
title.

(b) Executory contracts; rejection

Any contract which is entered into or as-
sumed by a debtor in possession or trustee in a
proceeding under this chapter and which is ex-
ecutory in whole or in part at the time of the
entry of an order directing that bankruptcy be
proceeded with shall be deemned to be rejected
unless expressly assumed within sixty days
after the entry of such order or the qualifica-
tion of the trustee in bankruptcy, whichever is
the later, but the court may for cause shown
extend or reduce the time. When a contract en-
tered into or assumed in a superseded proceed-
ing is rejected, the resulting liability shall con-
stitute a cost of administration of the supersed-
ed proceeding.

(c) Filing of claims

Upon the filing of the schedule and state-
ment required by subdivision (a) of this section,
the court shall make an order directing the
claims against the debtor in possession or trust-
ee, including all claims of the United States,
any State, or any subdivision thereof, to be
filed, and the holders of such claims to be noti-
fied 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 subdivision
(a) of this section and claims arising from rejec-
tion of executory contracts under subdivision
(b) of this section may be filed within such fur-
ther time as the court may direct. Except as
otherwise provided in this section, claiins
against the debtor in possession or trustee shall
be proved and filed in the manner provided in
section 93 of this 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 trust-
ee shall be forever discharged from any liability
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with respect to such claims. When all claims'

which have been duly allowed have been paid
in full, claims directed to be filed but not filed
within the time prescribed pursuant to subdivi-
sion (¢) and claims not allowable under para-
graph (4) of subdivision (a) of this section be-
cause 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.)

CODIFICATION

Par. (2) was from second sentence of former section
202(m) of this titie.

AMENDMENTS

-1967—Subd. (a). Pub. L. 90-157 designated existing
provisions as subd. (a) and added pars. (3) and (4).

Subds. (b) to (d). Pub. L. 90-157 added subds. (b) to
.

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
titie.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 104 of this title.

§ 884. Adjudication against wage earner or farmer;
consent

No adjudication shall be entered under this
chapter against 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. 575, § 1, 52 Stat. 925.)

CODIFICATION

This section was from iast sentence of former sec-
tion 202(1) of this title and, in part, from former sec-
tion 202(p) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 dis-
charging the trustee, if any, and closing the
estate.

(July 1, 1898, ch. 541, § 485, as added June 22,
1938, ch. 575, § 1, 52 Stat. 925.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 886. Proceedings after confirmation of arrangement

Where, after the confirmation of an arrange-
ment, the court shall enter an order directing
that bankruptcy be proceeded with—
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(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 bank-
ruptey be proceeded with; .

(2) the unsecured debts incurred by the
debtor after the confirmation of the arrange-
ment and before the date of the entry of the
final order directing that bankruptcy be pro-
ceeded with shall, unless and except as other-
wise provided in the arrangement or in the
order confirming the arrangement, share on a
parity with the prior unsecured debts of the
same classes, provable in the ensuing bank-
ruptcy proceeding, and for such purpose the
prior unsecured debts shall be deemed to be
reduced to the amounts respectively provided
for them in the arrangement or in the order
confirming the arrangement, less any pay-
ment 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 sec-
tion, apply to the rights, duties, and liabilities
of the creditors holding debts incurred by the
debtor after the confirmation of the arrange-
ment and before the date of the final order
directing that bankruptcy be proceeded with,
and of all persons with respect to the proper-
ty of the debtor, and, for the purposes of
such application, the date of bankruptcy 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, ch. 579, § 46, 66 Stat. 435.)

EFFECTIVE DATE
Act July 7, 1952 effective 3 months after July 7,

1952, see section 57 of act July 7, 1952, set out as a
note under section 1 of this title.

SUBCHAPTER XI-COMPENSATION AND
ALLOWANCES

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

The subchapter is referred to in section 909 of this
titie.

§ 891. Court officers and attorneys

The judge may allow reasonable compensa-
tion for services rendered and reimbursement
for proper costs and expenses incurred in a pro-
ceeding 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 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 892. Other parties in interest

The judge may allow reasonable compensa-
tion for services rendered and reimbursement



Page 1271

for proper costs and expenses incurred in con-
nection with the administration of an estate in
a proceeding under this chapter or in connec-
tion with an arrangement confirmed by the
court—

(1) by indenture trustees, depositaries, reor-
ganization managers and committees or rep-
resentatives 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 CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 893. Petition filed in pending bankruptcy proceed-
ing

Where a petition is filed under section 821 of
this title, the judge may allow, if not already al-
lowed, reasonable compensation for services
rendered and reimbursement for proper costs
and expenses incurred in such bankruptcy pro-
ceeding—

(1) by a marshal or receiver, as provided in
subdivision (f) of section 76 of this title, and
the attorney for any of them;

(2) by the attorney for the petitioning
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
compensation or reimbursement in such
bankruptcy proceeding.

(July 1, 1898, ch. 541, § 493, 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 sections 6 and 7 of act

June 22, 1938, set out as notes under section 1 of this
title.

§ 894. Compensation and costs of referee in bankrupt-
cy

Where a petition is filed under section 821 of
this -title, the judge may allow reasonable com-

pensation for services rendered and the proper-

costs and expenses incurred in such bankruptcy
proceeding by a referee in bankruptcy. In
fixing such compensation, the judge shall not
be restricted by the provisions 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 sections 6 and 7 of act
June 22, 1938, set out as notes 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 reason-
able compensation for services rendered and re-
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imbursement for proper costs and expenses in-
curred in such proceeding prior to such dismiss-
al or order of adjudication by any persons enti-
tled thereto, as provided in this chapter, and
shall make provision for the payment thereof
and for the payment of all proper costs and ex-
penses incurred by officers in such proceedings.

(July 1, 1898, ch. 541, § 495, as added June 22,
1938, ch. 575, § 1, 52 Stat. 926.)

EFPECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 896. Hearing of applications

The judge shall fix a time of hearing for the
consideration of applications for allowances, of
which hearing notice shall be given to the ap-
plicants, 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 reimburse-
ment in a superseded bankruptcy proceeding,
notice need be given only to the applicants, the
debtor, the trustee, and the unsecured credi-
tors, and may be given to such other classes of
creditors or other persons as the judge may des-
ignate.

(July 1, 1898, ch. 541, § 496, 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 sections 6 and 7 of act

June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES
Notices generally, see section 815 of this title.

§ 897. Dismissal of proceeding and reinstatement of
bankruptcy; charging of allowances in bankrupt-
cy

In the case of the dismissal of a proceeding
under this chapter and the entry of ‘an order
therein directing 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, or
receiver in the bankruptcy proceeding for ser-
vices rendered by him in such bankruptcy pro-
ceeding shall be deemed to have been allowed
in such bankruptcy proceeding, and such com-
pensation 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 compensa-
tion in a bankruptcy proceeding.

(July 1, 1898, ch. 541, § 497, 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 sections 6 and 7 of act
June 22, 1938, set out as notes 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
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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 indepen-
dently 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 25, 1948, eff. Sept. 1, 1948, as amended by
act May 24, 1949, substituted ‘“court of appeals” for
“circuit court of appeals”.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER XII—PRIOR PROCEEDINGS

§ 906. Right to petition during pendency of prior pro-
ceedings

A petition may be filed under this chapter
notwithstanding the pendency of a prior mort-
gage foreclosure, 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 an application has been
made.

(July 1, 1898, ch. 541, § 506, as added June 22,
1938, ch. 575, § 1, 52 Stat. 927.)

CODIFICATION

This section was from first sentence of former sec-
tion 202(m) of this title and second sentence of former
section 30(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 appointed under this chapter, upon his
qualification, or, if a debtor is continued in pos-
session, 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 trustee under a trust deed or a mortgagee
under a mortgage.

(July 1, 1898, ch. 541, § 507, as added June 22,
1938, ch. 575, § 1, 52 Stat. 927.)

CODIFICATION

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.
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EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 obliga-
tions incurred by a receiver or trustee in such
prior proceeding and for the payment of the
reasonable compensation 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

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 909. Reinstatement of prior proceeding on dismissal
of arrangement proceeding; allowances

Upon a ‘dismissal of a proceeding under this
chapter, such prior proceeding shall become re-
instated and the judge shall allow the reason-
able costs and expenses under this chapter, in-
cluding the allowances provided for in sub-
chapter XI of this chapter, and shall make ap-
propriate 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 proceedings under this chapter by the
trustee or debtor in possession, and for the pay-
ment of the costs and expenses of the proceed-
ings.

(July 1, 1898, ch. 541, § 509, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER XIII-ARRANGEMENTS,
WHEN SET ASIDE OR MODIFIED

§ 911. Fraud in procuring arrangement

If, upon the application of parties in interest
filed at any time within six months after an ar-
rangement has been confirmed, it shall be made
to appear that fraud was practiced in the pro-
curing of such arrangement and that knowl-
edge of such fraud has come to the petitioners
since the confirmation of such arrangement:

(1) if the debtor has been guilty of or has
participated in the fraud or has had knowl-
edge 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 821 of this title, reinstate the
pending bankruptcy proceeding, adjudge the
debtor a bankrupt and direct that the bank-
ruptcy proceeding be proceeded with; or (b)
where the petition was filed under section 822
of this title, reinstate the proceeding, adjudge
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the debtor a bankrupt, and direct that bank-
ruptcy be proceeded with pursuant to the
provisions of this title; or

(2) the court may set aside the confirma-
tion, reinstate the proceeding under the peti-
tion filed under this chapter, and hear and
determine applications for leave to propose,
within such time as the court may fix, alter-
ations 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 alter-
ation, or to the prejudice of any innocent
person who, for value, subsequent to the con-
firmation, acquired rights in reliance upon it.

(July 1, 1898, ch. 541, §511, as added June 22,
1938, ch. 575, § 1, 52 Stat. 927.)

CODIFICATION

This section was from former sections 202(k) and 31
of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER XIV—GENERAL
PROVISIONS .

8 916. Suspension of statutes of iimitation, etc.

All statutes of limitation affecting claims
provable under this chapter and the running of
all periods of time prescribed by this title in re-
spect 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, § 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

8 917. Inapplicahiiity to obligations held hy 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 [12 U.S.C. 1701 et
seq.] and Acts amendatory thereof and supple-
mentary 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.)
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REFERENCES IN TEXT

The National Housing Act, referred to in text, is act
June 27, 1934, ch. 847, 48 Stat. 1246, as amehded,
which is principally classified to chapter 13 (§ 1701 et
seq.) of Title 12, Banks and Banking. For complete
classification of the Act to the Code, see References in
Text note set out under section 1701 of Title 12 and
Tables volume.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes 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 note under
section 1463 of Title 12, Banks and Banking.

8 918. 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
pursuant to an arrangement in exchange for
securities of or claims against the debtor or
partly in such 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 distri-
bution otherwise than pursuant to the ar-
rangement, and (b) transactions by a dealer
as to securities constituting the whole or a
part of an unsold allotment to or subscription
by such dealer as a participant in a distribu-
tion 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 ‘‘securi-
ty”, “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 CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 919. Secretary of Treasury; notices and information
to

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—

(1) all petitions filed under sections 821 and
822 of this title;

(2) all notices given in a proceeding under
this chapter;

(3) all orders dismissing proceedings or di-
recting that bankruptcy be proceeded with,
discharging debtors, closing estates and set-
ting aside confirmations;

(4) all orders appointing trustees or con-
tinuing debtors in possession;
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(5) all orders determining the time within
which claims of creditors may be filed and al-
lowed and the division of creditors into
classes;

(6) all orders confirming arrangements, to-
gether with copies of such arrangements;

(') all orders approving alterations or modi-
fications 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 proceed-
ings as the Secretary of the Treasury may re-
quest or which the court may direct to be
transmitted to him.

Any order fixing the time for confirming an
arrangement which affects claims of the United
States shall include a notice to the Secretary of
the Treasury 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 act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 920. ’i‘axes; 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 re-
spect to the adjustment of the indebtedness of
a debtor in a proceeding under this chapter, be
deemed to have accrued to or to have been real-
ized by a debtor, by a trustee provided for in an
arrangement under this chapter, or by a corpo-
ration organized or made use of for effectuat-
ing an arrangement under this chapter by
reason of a modification in or cancelation in
whole or in part of any of the indebtedness of
the debtor m an arrangement consummated
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, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Application of this section to compositions and ex-

tensions confirmed under former section 202 of this
title, see section 926 of this title.

SECTION REFERRED TO IN OTHER, SECTIONS
This section is referred to in section 926 of this title.

§ 921. Arrangement to evade taxes

Where it appears that an arrangement has
for one of its principal purposes the evasion 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 cor-
responding official or other person so autho-
rized. Such objections shall be heard and deter-
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mined by the judge, independently of other ob-
jections which may be made to the confirma-
tion 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 added June 22,
1938, ch. 575, § 1, 52 Stat. 929.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES
Application of this section to compositions and ex-

tensions confirmed under former section 202 of this
title, see section 926 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in secticn 926 of this title.

§ 922. Income tax; property basis adjustment

In determining the basis of property for any
purposes 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 trans-
ferred to any person required to use the debt-
or’s basis in whoie 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 resulting in 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 proper-
ty 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
proceeding under this chapter shall not be
deemed a determination of fair market value
for the purposes of this section. The Commis-
sioner of Internal Revenue, with the approval
of the Secretary of the Treasury, shall pre-
scribe such regulations as he may deem neces-
sary in order to reflect such decrease in basis
for Federal income-tax purposes and otherwise
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

1940—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 prop-
erty as of the date of entry of the order confirming
the arrangement” in the first sentence and inserted
second sentence.

EFFECTIVE DATE OF 1940 AMENDMENT
Act July 1, 1940, was, by enacting clause 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF FPUNCTIONS

All functions of all officers of the Department of the
Treasury, and all functions of all agencies and employ-
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ees of such Department, were transferred, with certain
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, agencies, and employees, by Reorg. Plan
No. 26 of 1950, §§ 1, 2, eff. July 31, 1950, 15 F.R. 4935,
64 Stat. 1280, set out in the Appendix to Title 5, Gov-
ernment Organization and Employees. The Commis-
sioner of Internal Revenue, referred to in this section,
is an officer of the Treasury Department.

CROSS REFERENCES
Appiication of this section to compositions and ex-

tensions confirmed under former section 202 of this
title, see section 926 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 920, 926 of this
title; title 26 section 1024,

§ 923. Assessment and payment of taxes or acceptance
of arrangement by taxing agency

Any provision in this chapter to the contrary
notwithstanding, 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 an arrangement under this
chapter, and all taxes which may become owing
to the United States or any State from a trust-
ee of a debtor or from a debtor in possession,
shall be assessed against, may be coilected 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 deal-
ing with the assumption, settlement, or pay-
ment of any such tax.

(July 1, 1898, ch. 541, § 523, as added June 22,
1938, ch. 575, § 1, 52 Stat. 929.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes 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
amendatory Act, this chapter shall apply to
debtors and their creditors, whether their
rights, claims, and interests of any nature what-
soever 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 filed 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 appointed or for whose ap-
pointment application has been made in a 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 respect to proceedings pending under
those sections upon the effective date of this
amendatory Act; and
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(4) sections 920 and 922 of this title shall
apply to compositions and extensions con-
firmed under section 202 of this title before the
effective date of this amendatory Act and to
compositions and extensions which may be con-
firmed under section 202 of this title on and
after such effective date, except that the ex-
emption provided by section 920 of this title
may be disallowed if it shall be made to appear
that such composition or extension, or composi-
tion and extension, had for one of its principal
purposes the avoidance of income taxes, and
except further that where such composition or
extension, or composition and extension, has
not been confirmed on or after such effective
date, section 921 of this title shall apply where
practicable and expedient.

(July 1, 1898, ch. 541, § 526, as added June 22,
1938, ch. 575, § 1, 52 Stat. 929.)

REFERENCES IN TEXT

Sections 201 and 202 of this title, referred to in
subds. (3) and (4), were omitted. See Codification
notes under those sections for distribution of subject
matter.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 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. Credltors affected by plan; determinatlon.

SUBCHAPTER III-JURISDICTION, POWERS,
AND DUTIES OF THE COURT

Exclusive jurisdlction of debtor, property, and
e 5

Jurisdlction, powers, and duties.

Additional jurisdiction, powers, and dutles.

Stay of actions.

1015. Notices.

1016. Appellate jurisdiction.

SUBCHAPTER IV—-PETITION AND STAY
1021. Filing petition; pending bankruptcy proceeding.
1022, Filing of original petition.

1023. Contents of petition.
1024. Statements and fees accompanying petition.
1025. Petition in pending bankruptcy proceedings as

1011.

1012,
1013.
1014.

stay.
1026. Bond of debtor; failure to flle.

SUBCHAPTER V—PROCEEDINGS SUBSEQUENT
TO FILING OF PETITION

1031. Reference to referee.

1032. Meeting of creditors; time; notice.

1033. Conduct and business at creditors meetings.

SUBCHAPTER VI—-RIGHTS, DUTIES, AND
POWERS OF DEBTOR AND OFFICERS
1036. In general.
1037. Exemptions.

SUBCHAPTER VII-CREDITORS AND CLAIMS
1041. Rights, duties, and liabilities of creditors, etc.
1042. Rejection of executory contract or unexpired
lease; assignment of future rent claims.

1043. Repealed.

1044. Allowance of claims upon order to proceed with
bankruptcy.
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SUBCHAPTER VIII-PROVISIONS OF PLAN
Sec.
1046. Contents generally.

SUBCHAPTER IX—-CONFIRMATION AND
CONSUMMATION OF PLANS

Unanimously accepted plan; confirmation upon
deposit by debtor.

Majority accepted plan; application for confir-
mation.

Alterations or modifications prior to confirma-
tion.

Acceptance of altered plan.

Notice of adjourned or reopened meeting and of
proposed alteration.

Requisites for confirmation.

Binding effect of confirmation.

Powers of court during extension period.

Priority of payment.

Discharge of debtor.

Discharge of debtor after three years.

Final decree.

SUBCHAPTER X-DISMISSAL AND
ADJUDICATION

Procedure upon withdrawal, abandonment, or
failure to accept plan.

Procedure upon order directing bankruptcy to
be proceeded with.

Exclusive method of adjudication.

Proceedings following confirmation of arrange-
ment.

SUBCHAPTER XI—PLANS, WHEN SET ASIDE
OR MODIFIED

1071. Praud in procuring plan.

SUBCHAPTER XII-GENERAL PROVISIONS
1076. Suspension of statutes of limitation, etc.
1077. Notice by mail.
1078. District director of internal revenue and Federal
agencies; notices.
1079. Taxes; income or profit from modification of in-
debtedness.
Assessment and payment of taxes; acceptance of
arrangement by taxing agency.
SUBCHAPTER XIII-WHEN CHAPTER TAKES
EFFECT

1086. Proceedings to which chapter applies.

CODIFICATION

Sections 30, 31, 201, 202, 206, and 207 of this title
were amended and incorporated as this chapter and
chapters 10, 11, 12, and 14 of this title by act June 22,
1938, ch. 575, § 1, 52 Stat. 840.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 45, 68 of this
title; title 15 section 1673.

SUBCHAPTER I—-CONSTRUCTION

1051.
1052,
1053.

1054.
1055.

1056.
1057.
1068.
1059.
1060.
1061.
1062.

1066.
1067.

1068.
1069.

1080.

§ 1001. Exclusive application of chapter

The provisions of this chapter shall apply ex-
clusively 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, see sections 6 and 7 of act
June 22, 1938, set out as notes 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 inconsis-
tent or in conflict with the provisions of this
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chapter, apply in proceedings under this chap-
ter: Provided, however, That subdivision (f) of
section 110 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, inclusive. For the
purposes of such application, provisions relat-
ing to “bankrupts” shall be deemed to relate
also to ‘“debtors”, and “bankruptcy proceed-
ings” or ‘“proceedings in bankruptcy” shall be
deemed to include proceedings under this chap-
ter. 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 1022 of this title,
and the date of adjudication shall be taken to
be the date of the filing 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

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER II-DEFINITIONS

§ 1006. In general

For the purposes of this chapter, unless in-
consistent with the context—

(1) “claims” shall include all claims of what-
ever character against the debtor or his prop-
erty, whether or not provable as debts under
section 103 of this title and whether secured
or mmsecured, liquidated or unliquidated,
fixed or contingent, but shall not include
claims secured 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;

(5) “executory contracts” shall include un-
expired leases of real property, _

(6) ‘“petition” shall mean a petition filed
under this chapter by a wage earner desiring
to effect a plan for a composition or exten-
sion of time for the payment of his debts, or
both;

(7) “plan” shall mean a plan for a composi-
tion or extension, or both, proposed in a pro-
ceeding 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, § 606, 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.)

CODIFICATION

Provisions on this subject matter were contained in
former section 202(a) of this title.

AMENDMENTS

1959—Par. (8). Pub. L. 86-24 substituted “whose
principal income is derived from wages, salary or com-
missions” for “who works for wages, salary, or hire at
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a rate of compensation which, when added to his
other income, does not exceed $5,000 per year”.

1950—Par. (8). Act Dec. 29, 1950, substituted
“$5,000” for “$3,600".

EFFECTIVE DATE OF 1959 AMENDMENT

Section 3 of Pub. L. 86-24 provided that: “The provi-
sions of this Act [amending par. (8) of this section and
par. (3) of section 1059 of this title] shall apply to all
cases in which the petition initiating the proceedings
under the Bankruptcy Act [this title] is filed subse-
quent to the date of the enactment of this Act [(May
13, 19591.”

EFFECTIVE DATE AND CONSTRUCTION
Effectlve date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes 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 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, § 607, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

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 jurisdiction of the debtor and
his property, wherever located, and of his earn-
ings and wages during the period of consumma-
tion of the plan.

(July 1, 1898, ch. 541, § 611, as added June 22,
1938, ch. 575, § 1, 52 Stat. 931.)

CODIFICATION

Provisions on this subject were contained in the first
sentence of former section 202(m) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under sectlon 1 of this
title.

§ 1012. Jurisdiction, powers, and duties

Wlere 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 filed under section
1021 of this title and a decree of adjudication
has not been entered in the pending bank-
ruptcy proceeding, as if a decree of adjudica-
tion 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
1022 of this title, as if a voluntary petition for
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adjudication in bankruptcy had been filed
and a decree of adjudication had been en-
tered at the time the petition under this
chapter was filed.

(July 1, 1888, ch. 541, § 612, as added June 22,
1938, ch. 575, § 1, 52 Stat. 931.)

CODIFICATION

Provisions on this subject were contained in the
second sentence of former sectlon 202(m) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 1013. Additional jurisdiction, powers, and duties

Upon the filing of a petition, the court may,
in addition to the jurisdiction, powers, and
duties hereinabove and elsewhere in this chap-
ter conferred and imposed upon it—

(1) permit the rejection of executory con-
tracts of the debtor, upon notice to the par-
ties to such contracts and to such other par-
ties in interest as the court may designate;

(2) extend upon cause shown any time
which under this chapter the court is re-
quired or permitted 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 sections 6 and 7 of act

June 22, 1938, set out as notes under section 1 of this
title.

CROSs REFERENCES

Rejection of executory coxitracts as breach thereof,
see section 103 of this title.

§ 1014. Stay of actions

The court may, in addition to the relief pro-
vided by section 29 of this title and elsewhere
under this chapter, enjoin or stay until final
decree the commenceinent 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 final
decree any act or the commencement or con-
tinuation 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.)

CODIFICATION

Provislons on this subject were contained in former
section 202(n) of this tltle.

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act

June 22, 1938, set out as notes under section 1 of this
title.

§ 1015. Notices

Whenever notice is to be given under this
chapter, the court shall designate, if not other-
wise specified hereunder, the time within
which, tlie persous to whom, and the form and
manner in which the notice shall be given. Any



§ 1016

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, § 615, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CrOSS REFERENCES
Mail, 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 a bankruptcy pro-
ceeding.

(July 1, 1898, ch. 541, §616, as added June 22,
1938, ch. 575, § 1, 52 Stat. 931.)

CODIFICATION

Provisions on this subject were contained in the
second sentence of former section 202(m) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and constructlon of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER IV—PETITION AND STAY

§ 1021. Filing petition; pending bankruptcy proceed-
ing
A debtor may file a petition under this chap-
ter in a 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.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes 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, 1066, 1067, 1071 of this title.

§ 1022, Filing of original petition

If no bankruptcy proceeding is pending, a
debtor may file an original petition under this
chapter with the court which would have juris-
diction 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1002, 1012,
1024, 1036, 1041, 1066, 1067, 1071 of this title.
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§ 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 composition or an extension, or both,
out of his future earnings or wages.

(July 1, 1898, ch. 541, § 623, as added June 22,
1938, ch. 575, § 1, 52 Stat. 932.)

CODIFICATION

Provisions on this subject were contained in former
section 202(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 1024. Statements and fees accompanying petition

The petition shall be accompanied—

(1) by a statement of the executory con-
tracts 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 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 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 title, 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 expense fund and $5 to the clerk,
in lieu 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 in-
stallments, if so authorized by General Order
of the Supreme 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,
1952, ch. 579, § 47, 66 Stat. 436; July 28, 1959,
Pub. L. 86-110, § 5, 73 Stat. 261.)

CODIFICATION

Provisions on this subject were contained in former
sections 30(a) and 202(a) of this title.

AMENDMENTS

1859—Par. (2). Pub. 86-110 substituted “referees’
salary 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 proviso, and renumbered
former par. (3) as (2).

1946—Par. (3). Act June 28, 1946, made fees uniform
with other bankruptcy fees, and provided for their dis-
position.

EFFECTIVE DATE OF 1959 AMENDMENT

For effective date of amendment by Pub. L. 86-110,
see sectlon 8 of Pub. L. 86-110, set out as a note under
section 68 of this title.
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EFPFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see sectlon 57 of act July 7, 1952, set
out as a note under section 1 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 sections 18 and
19 of act June 28, 1946, set out as notes 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1066 of this
title.

§ 1025. Petition in pending bankruptcy proceedings as
stay

A petition filed under section 1021 of this
title shall act as a stay of adjudication or of ad-
ministration of the estate.

(July 1, 1898, ch. 541, § 625, as added June 22,
1938, ch. 575, § 1, 52 Stat. 932.)

CODIFICATION

Provisions on this subject were contained in former
sections 30(a) and 202(a) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 designate, require the debtor to file, within
such time as the court may fix, a bond or un-
dertaking with such sureties, as may be ap-
proved 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 dis-
- missed.

(July- 1, 1898, ch. 541, § 626, 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 sections 8 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER V—PROCEEDINGS
SUBSEQUENT TO FILING OF PETITION

§ 1031. Reference to referee

The clerk shall, unless the judge or judges
direct otherwise, refer the proceedings to a ref-
eree. :

(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.)
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CODIFICATION

Provisions on this subject were contained in former
section 202(o) of this title.

AMENDMENTS

1959—Pub. L. 86-64 substltuted “The clerk shall,
unless the judge or judges direct otherwise, refer the
proceedings to a referee” for ‘“The judge may refer the

' proceeding to a referee”.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 mail to the debtor and his creditors.

(July 1, 1898, ch. 541, § 632, as added June 22,
1938, ch. 575, § 1, 52 Stat. 932.)

CODIFICATION

Provisions on this subject were contained in former
section 202(c) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 8 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 1033. Conduct and business at creditors meetings

At such meeting, or at any adjournment
thereof—

(1) the judge or referee shall preside, re-
ceive 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 ref-
erees’ salary and expense fund a fee not to
exceed $15, to be graduated and charged in
the manner outlined in paragraph (2) of sub-
division (¢) of section 68 of this title: Pro-
vided, however, That such fee may be paid in
instaliments, if so authorized 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 ob-
tained by the debtor before or after the filing
of a petition under this chapter;

(4) the court shall, if the plan is accepted,
appoint 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

(5) the court shall fix a time for the filing
of the application to confirm the arrange-
ment and for a hearing on the confirmation
thereof or any objection to the confirmation,
unless such times have already been named in
the notice of the meeting or unless all credi-
tors affected by the arrangement have ac-
cepted it.
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(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.)

CODIFICATION

Provisions on this subject were contained in former
sections 30(a) and (¢) and 202(d) and (f) of this title.

AMENDMENTS

1959—Par. (2). Pub. L. 86-110 substituted “referees’
salary and expense fund” for “referees’ expense fund”.

1946—Par. (2). Act June 28, 1946, made fees uniform
with other bankruptcy fees.

EfFECTIVE DATE OF 1959 AMENDMENT

For effective date of amendment by Pub. L. 86-110
see section 8 of Pub. L. 86-110, set out as a note under
section 68 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 sections 18 and
19 of act June 28, 1946, set out as notes 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 65, 1051, 1059
of this title.

SUBCHAPTER VI-RIGHTS, 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 offi-
cers 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 adjudication has not been en-
tered in the pending bankruptcy proceeding, as
if a decree of adjudication had been entered in
such bankruptcy proceeding at the time the pe-
tition under this chapter was filed, or, where a
petition is filed under section 1022 of this title,
as if a voluntary petition for adjudication in
bankruptcy had been filed and a decree of adju-
dication had been entered at the time the peti-
tion under this chapter was filed.

(July 1, 1898, ch. 541, § 636, as added June 22,
1938, ch. 575, § 1, 52 Stat. 932.)

CODIFICATION

Provisions on this subject were contained in former
section 202(m) of this title.

EFfFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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 exemnptions shall be
set aside to the debtor in like manner as pro-
vided for a bankrupt.
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(July 1, 1898, ch. 541, § 637, as added June 22,
1938, ch. 575, § 1, 52 Stat. 933.)

CODIFICATION

Provisions on this subject were contained in the pro-
viso to former section 202(h) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES
Exemptions of bankrupts, see section 24 of this title.

SUBCHAPTER VII--CREDITORS AND
CLAIMS

§ 1041. Rights, duties, and liabilities of creditors, etec.

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 1021 of
this title and a decree of adjudication has not
been entered in the pending bankruptcy pro-
ceeding, 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 filed under section 1022
of this title, as if a voluntary petition for adju-
dication 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.)

CODIFICATION

Provisions on this subject were contained in former
section 202(m) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 8 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 1042. Rejection of executory contract or unexpired
lease; assignment of future rent claims

In case an executory contract shall be reject-
ed pursuant to the provisions of a plan or to
the permission of the court given in a proceed-
ing under this chapter, or shall have been re-
jected by a trustee or receiver in bankruptcy in
a prior pending proceeding, any person injured
by such rejection shall, for the purpose of this
chapter and of the plan, its acceptance and con-
firmation, be deemed a creditor. The claim of
the landlord for injury resulting from the rejec-
tion 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,

without acceleration, reserved by such lease for
the year next succeeding the date of the sur-
render 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 ac-
celeration, up to the date of surrender or
reentry. Provided, That the court shall scruti-

‘nize the circumstances of an assignment of a
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future rent claim and the amount of the consid-
eration paid for such assignment in determin-
ing the amount of damages allowed the assign-
ee 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 construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CR0SS REFERENCES

Rejection of executory contract as breach thereof,
see section 103 of this title.

§ 1043. Repealed. July 7, 1952, ch. 579, § 48, 66 Stat.
436

Section, act July 1, 1898, ch. 541, § 643, as added
June 22, 1938, ch. 575, § 1, 52 Stat. 933, related to expi-
ratlon of time for filing claims in pending bankruptcy.

EFFECTIVE DATE OF REPEAL

Repeal of section effective three inonths after July
7, 1952, 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 provi-
sions 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 petition under this
title and such claims as are provable under sec-
tion 103 of this title shall be allowed; and, as to
any such claims not already duly filed, where
the petition under this chapter was filed under
section 1021 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 bankruptcy be
proceeded with shall, for the purposes of subdi-
vision (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 filing of a peti-
tion under this chapter, claims not filed within
the time prescribed or as permitted by subdivi-
sion (n) of section 93 of this title shall not be
allowed in the reinstated bankruptcy proceed-
ing.

(July 1, 1898, ch. 541, § 643, formerly § 644, 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, 1952, renumbered former section
644 of act July 1, 1898, as added by act June 22, 1938,
as section 643, and permitted claims to be filed within
six months rather than three months when bankrupt-
cy ensues upon failure of a plan.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952, effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a note under section 1 of this title.
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EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. :

SUBCHAPTER VIII--PROVISIONS OF
PLAN

§ 1046. Contents generally

A plan under this chapter—

(1) shall include provisions dealing with un-
secured 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) shali include provisions for the submis-
sion of future earnings or wages of the debtor
to the supervision and control of the court for
the purpose 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 payments 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.)

CODIFICATION

Provisions on this were contained in former section
202(h) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Rejection of executory contract as breach thereof,
see section 103 of this title.

SUBCHAPTER IX—CONFIRMATION AND
CONSUMMATION OF PLANS

§1051. Unanimously accepted plan; confirmation

upon deposit by debtor

A plan which at the meeting of creditors, as
provided 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 confirmed by the court when
the debtor shall have made the deposit re-
quired under this chapter and under the plan,
and if the court is satisfied 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.)
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CODIFICATION

Provisions on this subject were contained in former
section 202(g) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 1052. Majority accepted plan; application for confir-
mation

If a plan has not been so accepted, an applica-
tion for the confirmation of the plan 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, if unse-
cured 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 meeting, which
number shall represent a majority in amount
of such claims, and by the secured 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.)

CODIFICATION

Provisions on this subject were contained in former
sections 30(b) and 202(e) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 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

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
titie.

§ 1054. Acceptance of altered plan

Unless the court finds that the proposed al-
teration 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 file with the court within such rea-
sonable time as shall be fixed in the order a re-
jection of the altered or modified plan, shall be
deemed to have accepted the alterations or
modifications and the plan so altered or modi-
fied, unless the previous acceptance provides
~ otherwise.
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(July 1, 1898, ch. 541, § 654, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title. .

§1055. Notice of adjourned or reopened meeting and
of proposed alteration

At least ten days’ notice of the adjourned or
reopened meeting, together with a copy of the
order, if entered, and of the proposed alteration
or modification, 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

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES
Notices generally, see section 1015 of this title.

§ 1056. Requisites for con-ﬁrmation

(a) The court shall confirm a plan if satisfied
that—

(1) the provisions of this chapter have been
complied with;

(2) it is for the best interests of the credi-
tors 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 of the
bankrupt; and

(4) the proposal and its acceptance are in
good faith and have not been made or pro-
cured by any means, promises, or acts forbid-
den by this title.

Confirmation 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.)
CODIFICATION
Provisions on this subject were contained in former
sections 30(d) and 202(g) of this title.
AMENDMENTS

1952—Subd. (a). Act July 7, 1952, eliminated provi-
sions that a proposed plan shall be “fair and equita-
ble” and added last paragraph.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
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June 22, 1938, set out as notes under section 1 of this
title.

§ 1057. Binding effect of confirmation

Upon confirmation of a plan, the plan and its
provisions 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.)

CODIFICATION

Provisions on this subject were contained in former
section 202(i) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§ 1058. Powers 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 supervi-
sion and control of any agreement or assign-
ment, 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 requi-
site to effectuate the provisions of the plan,
including orders directed to any employer of
the debtor. An order directed to such employ-
er may be enforced 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.)

CODIFICATION

Provisions on this subject were contained in former
section 202(j) of this title.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 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
paragraph (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 subdivision (c¢) of section 68 of this title,
and to be computed upon the amount of the
payments actually made by or for a debtor
under the plan; and commissions to the trust-
ee of not more than 5 per centum to be com-
puted upon and payable out of the payments
actually made by or for a debtor under the
plan;
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(4) such reasonable fee to the attorney for
the debtor as the court may allow for the pro-
fesslonal 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 section 104 of this title.

(July 1, 1898, ch. 541, § 659, as added June 22,
1938, 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.)

CODIFICATION

Provisions on this subject were contained in former
section 202(j) of this title.

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 5 per centum”.

1946—Pars. (1) and (3). Act June 28, 1946, made fees
uniform with other bankruptcy fees.

EFFECTIVE DATE OoF 1959 AMENDMENTS

For effective date of amendment of par. (3) of this
section by Pub. L. 86-110, see section 8 of Pub. L. 86-
110, set out as a note under section 68 of this title.

For effective date of amendment of par. (3) of this
section by Pub. L. 86-24, see section 3 of Pub. L. 86-24,
set out as a note under section 1006 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 sections 18 and
19 of act June 28, 1946, set out as notes 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS'
This section is referred to in section 65 of this title.

§ 1060. Discharge of debtor

Upon compliance by the debtor with the pro-
visions 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 liabllities 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, 52 Stat. 935, and amended
July 7, 1952, ch. 579, § 51, 66 Stat. 437.)

AMENDMENTS

1952—Act July 7, 1952, deleted “and all debts denied
participation in the plan by section 1043 of this title”
preceding ‘“but excluding”.
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EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1062 of this
title.

§ 1061. Discharge of debtor after three years

If at the expiration of three years after the
" confirmation of a plan the debtor has not com-
pleted his payments thereunder, the court may
nevertheless, upon the application of the
debtor and after hearing upon notice, if satis-
fied that the failure of the debtor to complete
his payments was due to clrcumstances for
which he could not be justly held accountable,
enter an order discharging the debtor from all
his debts and liabilities provided for by the
plan, but excluding such debts as are not dis-
chargeable under section 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 denied
participation in the plan by section 1043 of this title”
preceding “but excluding”.

EFFECTIVE DATE OF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in 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 provision,
by way of injunction or otherwise, 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.
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. SUBCHAPTER X—DISMISSAL AND
ADJUDICATION

§ 1066. Procedure upon witbdrawal, abandonment, or
failure to accept plan

If 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 meeting of creditors or within
such further time as the court may fix, or if the
plan is withdrawn or abandoned prior to its ac-
ceptance, 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 re-
quired 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
confirmation, a debtor defaults in any of the
terms of the plan, or if the plan terminates by
reason of the happening of a condition speci-
fied in the plan, the court shall—

(1) where the petition has been filed under
section 1021 of this title, enter an order dis-
missing the proceeding under this chapter
and adjudging the debtor a bankrupt, if not
previously so adjudged, and directing that the
bankruptcy be proceeded with pursuant to
the provisions of this title; or

(2) where the petition has been filed under
section 1022 of this title, enter an order dis-
missing the proceeding under this chapter or,
with the consent of the debtor, adjudging
him a bankrupt and directing that bankrupt-
cy be proceeded with pursuant to the provi-
sions of this title.

(July 1, 1898, ch. 541, § 666, as added June 22,
1938, ch. 575, §1, 52 Stat. 936, and amended
July 7, 1952, ch. 579, § 53, 66 Stat. 437.)

CODIFICATION

Provisions on this subject were contained in former
section 30(e) of this title.

AMENDMENTS

1952—Act July 17, 1952, inserted “1f the statement of
the executory contracts and the schedules and state-
ment of affairs, as provided by paragraph (1) of sec-
tion 1024 of this title, are not duly filed, or if a plan is
not proposed at the meeting of creditors or within
such further time as the court may fix” in the intro-
ductory paragraph.

EFFECTIVE DATE oF 1952 AMENDMENT

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

veenT AT

SeeTioN REFERRED 7O IN OTHER SECTIONS
This section is referred to in sections 1067, 1068 of
this title.

§ 1067. Procedure upon order directing bankruptcy to
be proceeded with

Upon the entry of an order directing that
bankruptcy be proceeded with—



Page 1285 TITLE 11-BANKRUPTCY ’ §1071

(1) in the case of a petition filed under sec-
tion 1021 of this title, the bankruptcy pro-
ceeding shall be deemed reinstated and there-
after shall be conducted, 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 sec-
tion 1022 of this title, if an order has been en-
tered 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 adjudication 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 construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes 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 adjudged a bankrupt either in a proceed-
ing under this chapter or in any proceeding in-
stituted 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 sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

§1069. Proceedings following confirmation of ar-
rangement

Where, after the confirmation of a plan, the
court shall enter an order directing that bank-
ruptcy 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 bank-
ruptcy 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 bankruptcy 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 unse-
cured 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 pay-
ment 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 sec-
tion, apply to the rights, duties, and liabilities
of the creditors holding debts incurred by the
debtor after the confirmation of the plan and
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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 applica-
tion, the date of bankruptcy shall be taken to
be the date of the entry of the order directing
that bankruptcy be proceeded with.

(July 1, 1898, ch. 541, §669, as added July 1T,
1952, ch. 579, § 54, 66 Stat. 437.)

EFFECTIVE DATE

Amendment by act July 7, 1952 effective 3 months
after July 7, 1952, see section 57 of act July 7, 1952, set
out as a note under section 1 of this title.

SUBCHAPTER XI—-PLANS, WHEN SET
ASIDE OR MODIFIED

§ 1071. 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 confirma-
tion of such plan—

(1) if the debtor has been guilty of or has
participated in the fraud or has had knowl-
edge 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, reinstate the proceeding, adjudge
the debtor a bankrupt, and direct that bank-
ruptcy be proceeded with pursuant to the
provisions of this title; or

(2) the court may set aside the confirma-
tion, reinstate the proceeding under the peti-
tion filed under this chapter, and hear and
determine applications for leave to propose,
within such time as the court may fix, alter-
ations 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 thls chapter
and modify or alter the plan for the purpose
of correcting the fraud, but may not material-
ly 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 alteration, or to the
prejudice of any innocent person who, for
value, subsequent to the confirmation, ac-
quired rights in reliance upon it.

(July 1, 1898, ch. 541, § 671, as added June 22,
1938, ch. 575, § 1, 52 Stat. 937.)
CODIFICATION
Provisions on this subject were contained in former
sections 31 and 202(k) of this title.
EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act

! So in original. Probably should be ‘‘bankruptcy”.
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June 22, 1938, set out as notes under section 1 of this
title.

SUBCHAPTER XII—GENERAL
PROVISIONS

§ 1076. Suspension of statutes of limitation, etc.

All statutes of limitation affecting claims
provable under this chapter and the running of
all periods of time prescribed by this title in re-
spect 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, § 676, as added June 22,
1938, ch. 575, § 1, 52 Stat. 937.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act

June 22, 1938, set out as notes under section 1 of this
title.

§ 1077. Notice by mail

Unless otherwise directed by the court, all no-
tices required by this chapter may be given by
mail to the parties entitled thereto to their ad-
dresses ascertained in the manner prescribed
for other notices in section 94 of this title.

(July 1, 1898, ch. 541, § 677, as added June 22,
1938, ch. 575, § 1, 52 Stat. 937.)

EFFECTIVE DATE AND CONSTRUCTION
Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act

June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES
Notices generally, see section 1015 of this title.

§ 1078. District director of internal revenue and Fed-
eral 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 notice of the first meet-
ing of creditors to the district director of inter-
nal revenue for the district in which the court
is located. Whenever the schedules of the
debtor, or the list of creditors of the debtor, or
any other papers filed in the case disclose a
debt to the United States acting through any
department, agency, or instrumentality thereof
(except for any internal revenue obligation pay-
able to the Secretary of the Treasury or his del-
egate), a notice of the first meeting shall be
mailed as well to the head of such department,
agency, or instrumentality.

(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 whenever the
schedules of the debtor or any other papers filed in

.the case disclose a debt to the United States acting
through any department, agency, or instrumentality
thereof (except for any internal revenue obligation
payable to the Secretary of the Treasury or his dele-
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gate), a notice of the first meeting shall be mailed as
well to the head of such department, agency or instru-
mentality, for former requirement that petitions, no-
tices, orders, and other papers in wage earners’ plans
proceedings be transmitted to the Secretary of the
Treasury.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 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 re-
spect to the adjustment of the indebtedness of
a debtor in a proceeding under this chapter, be
deemed to have accrued to or to have been real-
ized by a debtor by reason of a modification in
or cancellation in whole or in part of any such
indebtedness in a proceeding under this chap-
ter: Provided, however, That if it shall be made
to appear that the plan had for one of its prin-
cipal 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

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CROSS REFERENCES

Application of this section to compositions and ex-
tensions confirmed under former section 202 of this
title, see section 1086 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1086 of this
title.

§ 1080. Assessment and payment of taxes; acceptance
of arrangement by taxing agency

Any provision in this chapter to the contrary
notwithstanding, 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 debtor shall
be assessed against, may be collected from, and
shall be paid by the debtor: Provided, however,
That the United States or any State may in
writing accept the provisions of any plan deal-
ing with the assumption, settlement, or pay-
ment of any such tax.

(July 1, 1898, ch. 541, § 680, as added June 22,
1938, ch. 575, § 1, 52 Stat. 938.)

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.
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SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in title 26 section 7430.

SUBCHAPTER XIII-WHEN CHAPTER
TAKES EFFECT

§ 1086. Proceedings to which chapter applies

(1) On and after the effective date of this
amendatory Act, this chapter shall apply to
debtors and their creditors, whether their
rights, claims, and interests of any nature what-
soever 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 the effective date of this amendatory Act;

(3) the provisions of sections 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;

(4) section 1079 of this title 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 extensions which may be confirmed under
section 202 of this title on and after such effec-
tive date; and

(5) confirmation of a plan under this chapter
shall not be refused because of a discharge
granted or a composition confirmed 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. 938.)

REFERENCES IN TEXT

Sections 201 and 202 of this title, referred to in
subds. (3) and (4), were omitted. See Codification
notes under those sections for distribution of subject
matter.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

CHAPTER 14—MARITIME COMMISSION LIENS

Sec. ‘

1101. United States Maritime Commission as trustee
or receiver; corporations operating vesseis to
foreign countries.

1102. Continued operation of vesseis; payment of op-
erating loss.

1103. Injunction powers; United States as creditor
under preferred ship mortgage

CODIFICATION

Sections 30, 31, 201, 202, 206, and 207 of this title
were amended and incorporated as this chapter and
chapters 10, 11, 12, and 13 of this title by act June 22,
1938, ch. 575, § 1, 52 Stat. 840.

§ 1101. United States Maritime Commission as trustee
or receiver; corporations operating vessels to for-
eign countries

Notwithstanding any provision of law, in any
proceeding in a bankruptcy, equity, or admiral-
ty court of the United States in which a receiv-
er or trustee may be appointed for any corpora-
tion engaged in the operation of one or more
vessels of United States registry between the
United States and any foreign country, upon
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which the United States holds mortgages, the
court upon finding that it will inure to the ad-
vantage of the estate and the parties in interest
and that it will tend to further the purposes of
the Merchant Marine Act, 1936 [46 U.S.C. 1101
et seq.], 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 the ap-
pointment of any person other than the Com-
mission as trustee or receiver shall become ef-
fective upon the ratification thereof by the
Commission without a hearing, unless the Com-
mission shall deem a hearing necessary. In no
such proceeding shall the Commission be con-
stituted as trustee or receiver without its ex-
press consent.

(July 1, 1898, ch. 541, § 701, as added June 22,
1938, ch. 575, § 1, 52 Stat. 938.)

REFERENCES IN TEXT

The Merchant Marine Act, 1936, referred to in text,
is act June 29, 1936, ch. 858, 49 Stat. 1985, which is
classified generally to chapter 27 (§1101 et seq.) of
Title 46, Shipping. For complete classification of this
Act to the Code, see section 1245 of Title 46 and
Tables volume.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF FUNCTIONS

Section 304 of Reorg. Plan No. 7 of 1961, eff. Aug.
12, 1961, 26 F.R. 7315, 75 Stat. 840, set out in the Ap-
pendix te Title 5, Government Organization and Em-
ployees, abolished the Federal Maritime Board, includ-
ing the offices of the members of the Board. Func-
tions of the Board were transferred either to the Fed-
eral Maritime Commission or to the Secretary of Com-
merce by sections 103 and 202 of Reorg. Plan No. 7 of
1961.

The United States Maritime Commission was abol-
ished by Reorg. Plan No. 21 of 1950, eff. May 24, 1950,
15 F.R. 3178, 64 Stat. 1273, set out in the Appendix to
Title 5, Government 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 De-
partment of Commerce with an independent status in
some respects, and transferred the remainder of such
Commission’s functions and the functions of its Chair-
man to the Secretary of Commerce, with power vested
in the Secretary to authorize their performance by
the Maritime Administrator, the head of the Maritime
Administration, which likewise was established by the
Plan in the Department of Commerce with the provi-
sions that the Chairman of sald Federal Maritime
Board should, ex officio, be such administrator.

All executive and administrative functions of the
Maritime Commission were transfetred to the Chair-
man of the Maritime Commission by Reorg. Plan No. 6
of 1949, eff. Aug. 20, 1949, 14 F.R. 5228, 63 Stat. 1069
set out in the Appendix to Title 5, Government Orga-
nization and Employees.

§ 1102. Continued operation of vessels; payment of
operating loss

If the court, in any such proceeding, is unwill-
ing to permit the trustee or receiver to operate
such vesseis in such service pending the termi-
nation of such proceeding, without financial aid
from the Government, and the Commission cer-
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tifies to the court that the continued operation
of such vessels is, in the opinion of the Commis-
sion, essential to the foreign commerce of the
United States and is reasonably calculated to
carry out the purposes and policy of the Mer-
chant Marine Act, 1936, as amended (46 U.S.C.
1101 et seq.], the court may permit the Com-
mission to operate the vessels subject to the
orders of the court and upon terms decreed by
the court sufficient to protect all the parties in
interest, for the account of the trustee or re-
ceiver, directly or through a managing agent or
operator employed by the Commission, if the
Commission undertakes to pay all operating
losses resulting from such - operation, and
comply with the terms imposed by the court,
and such vessel shali be considered to be a
vessel of the United States within the meaning
of the Suits in Admiralty Act (46 U.S.C. 741 et
seq.). The Commission shall have no claim
against the corporation, its estate, or its assets
for the amount of such payments, but the Com-
mission may pay such sums for depreciation as
it deems reasonable and such other sums as the
court may deem just. The payment of such
sums, and compliance with other terms duly
imposed by the court, together with the pay-
ment of the operating losses, shall be in satis-
faction of all claims against 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, referred to in text,
is act June 29, 1936, ch. 858, 49 Stat. 1985, which is
classified principally to chapter 27 (§1101 et seq.) of
Title 46, Shipping. For complete classification of this
Act to the Code, see section 1245 of Title 46 and
Tables volume.

The Suits in Admiralty Act, referred to in text, is act
Mar. 9, 1920, ch. 95, 41 Stat. 525, as amended, which is
classified generally to chapter 20 (§ 741 et seq.) of Title
46. For complete classification of this Act to the Code,
see Tables volume.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF FUNCTIONS

Abolition of Federal Maritime Board, including the
offices of the members of the Board and transfer of
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functions either to the Federal Maritime Commission
or to the Secretary of Commerce, see note under sec-
tion 1101 of this title.

§1103. Injunction powers; United States as creditor
under preferred ship mortgage

No injunction powers vested in the courts of
bankruptcy 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 [46 U.S.C. 911 et seq.], 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, 1920, referred to in text, is
section 30 of act June 5, 1920, ch. 250, 41 Stat. 1000,
which is classified generally to chapter 25 (§911 et
seq.) of Title 46, Shipping. For complete classification
of section 30 to the Code, see section 984 of Title 46
and Tables volume.

EFFECTIVE DATE AND CONSTRUCTION

Effective date and construction of act June 22, 1938,
known as the Chandler Act, see sections 6 and 7 of act
June 22, 1938, set out as notes under section 1 of this
title.

TRANSFER OF FPUNCTIONS

Abolition of Federal Maritime Board, including the
offices of the members.of the Board and transfer of
functions transferred either to the Federal Maritime
Commission or to the Secretary of Commerce, see note
under section 1101 of this title,

CHAPTER 15—RAILROAD ADJUSTMENTS
§§ 1200 to 1255. Omitted

CODIFICATION

This chapter, chapter XV of the Bankruptcy Act of
July 1, 1898, ch. 541, §§ 700 to 755, as added by act Oct.
16, 1942, ch. 610, 56 Stat. 787, terminated by its own
provisions on Nov. 1, 1945, except with respect to pro-
ceedings initiated on or before that date.

A prior chapter 15 of this titie, chapter XV of the
Bankruptcy Act of July 1, 1898, ch. 541, §§ 700 to 755,
as added by act July 28, 1939, ch. 393, 53 Stat. 1134,
terminated by its own provisions on July 31, 1940,
except with respect to proceedings initiated on or
before that date.



