
United States Bankruptcy Code 2020 
All Provisions in Effect as of February 1, 2020 

 

EXTRACT



About the Book 

Formatted and compiled with the practitioners and law students in mind, this edition of 
the United States Bankruptcy Code 2020 has easy to read text on letter size pages that 
reads across the whole page (no dual columns); a detailed table of contents that allows 
you to quickly access the provision you need; and key committee notes and 
congressional commentary. 

 

About the Publisher 

Access the law at your fingertips with Gulf Coast Legal Publishing, LLC. We’re dedicated 
to providing legal professionals and law students with high quality, reasonably priced, 
user friendly legal titles. Founded by a practicing lawyer frustrated with the limited options 
available for legal titles—many being overpriced, printed on small pages in small sized 
font, and filled with excessive editorial materials—Gulf Coast Legal Publishing’s mission 
is deliver value for all readers.  

For feedback and bulk order inquiries, email info@gulfcoastlegalpublishing.com 

Visit www.GulfCoastLegalPublishing.com for information on our editions of the Federal 
Rules of Bankruptcy Procedure, Federal Rules of Evidence and Civil Procedure, and 
other legal titles. 

 

Copyright and ISBN 

© 2020 Gulf Coast Legal Publishing, LLC 
New Orleans, Louisiana 
 
No part of this edition of the United States Bankruptcy Code may be sold, commercially 
distributed, or used for any other commercial purpose without the written permission of 
Gulf Coast Legal Publishing. No copyright claim is made as to government works.  

ISBN: 9798615839382 
EXTRACT



1 
 

TTable of Contents 
CHAPTER 1—GENERAL PROVISIONS .................................................................................... 12 

§101. Definitions ............................................................................................................................. 12 

§102. Rules of construction ........................................................................................................ 49 

§103. Applicability of chapters ................................................................................................... 51 

§104. Adjustment of dollar amounts ......................................................................................... 53 

§105. Power of court ..................................................................................................................... 58 

§106. Waiver of sovereign immunity ......................................................................................... 59 

§107. Public access to papers .................................................................................................... 61 

§108. Extension of time ................................................................................................................ 62 

§109. Who may be a debtor ......................................................................................................... 64 

§110. Penalty for persons who negligently or fraudulently prepare bankruptcy 
petitions ............................................................................................................................................ 71 

§111. Nonprofit budget and credit counseling agencies; financial management 
instructional courses .................................................................................................................... 76 

§112. Prohibition on disclosure of name of minor children ............................................... 78 

 

CHAPTER 3—CASE ADMINISTRATION ................................................................................... 79 

SUBCHAPTER I—COMMENCEMENT OF A CASE ................................................................. 80 

§301. Voluntary cases ................................................................................................................... 80 

§302. Joint cases ............................................................................................................................ 80 

§303. Involuntary cases ................................................................................................................ 81 

[§304. Repealed. Pub. L. 109–8, title VIII, §802(d)(3), Apr. 20, 2005, 119 Stat. 146] ....... 87 

§305. Abstention ............................................................................................................................. 87 

§306. Limited appearance ............................................................................................................ 88 

§307. United States trustee.......................................................................................................... 89 

§308. Debtor reporting requirements ........................................................................................ 89 

SUBCHAPTER II—OFFICERS ..................................................................................................... 90 

§321. Eligibility to serve as trustee ........................................................................................... 90 

§322. Qualification of trustee ...................................................................................................... 91 

§323. Role and capacity of trustee ............................................................................................ 92 

§324. Removal of trustee or examiner ...................................................................................... 92 

§325. Effect of vacancy ................................................................................................................. 93 

EXTRACT



2 
 

§326. Limitation on compensation of trustee ......................................................................... 93 

§327. Employment of professional persons ........................................................................... 95 

§328. Limitation on compensation of professional persons .............................................. 97 

§329. Debtor's transactions with attorneys ............................................................................ 98 

§330. Compensation of officers ................................................................................................. 99 

§331. Interim compensation ...................................................................................................... 104 

§332. Consumer privacy ombudsman .................................................................................... 105 

§333. Appointment of patient care ombudsman .................................................................. 105 

SUBCHAPTER III—ADMINISTRATION .................................................................................... 106 

§341. Meetings of creditors and equity security holders .................................................. 106 

§342. Notice ................................................................................................................................... 108 

§343. Examination of the debtor .............................................................................................. 110 

§344. Self-incrimination; immunity .......................................................................................... 111 

§345. Money of estates ............................................................................................................... 112 

§346. Special provisions related to the treatment of State and local taxes ................. 113 

§347. Unclaimed property .......................................................................................................... 119 

§348. Effect of conversion ......................................................................................................... 120 

§349. Effect of dismissal ............................................................................................................ 122 

§350. Closing and reopening cases ........................................................................................ 123 

§351. Disposal of patient records ............................................................................................ 124 

SUBCHAPTER IV—ADMINISTRATIVE POWERS ................................................................. 125 

§361. Adequate protection ......................................................................................................... 125 

§362. Automatic stay ................................................................................................................... 131 

§363. Use, sale, or lease of property ....................................................................................... 151 

§364. Obtaining credit ................................................................................................................. 158 

§365. Executory contracts and unexpired leases ............................................................... 160 

§366. Utility service ..................................................................................................................... 173 

 

CHAPTER 5—CREDITORS, THE DEBTOR, AND THE ESTATE........................................ 175 

SUBCHAPTER I—CREDITORS AND CLAIMS ....................................................................... 176 

§501. Filing of proofs of claims or interests ......................................................................... 176 

§502. Allowance of claims or interests .................................................................................. 178 

§503. Allowance of administrative expenses ....................................................................... 188 

EXTRACT



3 
 

§504. Sharing of compensation ................................................................................................ 193 

§505. Determination of tax liability .......................................................................................... 193 

§506. Determination of secured status .................................................................................. 200 

§507. Priorities .............................................................................................................................. 202 

§508. Effect of distribution other than under this title ....................................................... 216 

§509. Claims of codebtors ......................................................................................................... 217 

§510. Subordination .................................................................................................................... 218 

§511. Rate of interest on tax claims ........................................................................................ 220 

SUBCHAPTER II—DEBTOR'S DUTIES AND BENEFITS ..................................................... 221 

§521. Debtor's duties................................................................................................................... 221 

§522. Exemptions ......................................................................................................................... 227 

§523. Exceptions to discharge ................................................................................................. 244 

§524. Effect of discharge ........................................................................................................... 260 

§525. Protection against discriminatory treatment ............................................................. 272 

§526. Restrictions on debt relief agencies ............................................................................ 275 

§527. Disclosures ......................................................................................................................... 276 

§528. Requirements for debt relief agencies ........................................................................ 278 

SUBCHAPTER III—THE ESTATE .............................................................................................. 279 

§541. Property of the estate ...................................................................................................... 279 

§542. Turnover of property to the estate ............................................................................... 288 

§543. Turnover of property by a custodian ........................................................................... 289 

§544. Trustee as lien creditor and as successor to certain creditors and purchasers
 .......................................................................................................................................................... 291 

§545. Statutory liens .................................................................................................................... 292 

§546. Limitations on avoiding powers .................................................................................... 294 

§547. Preferences ......................................................................................................................... 299 

§548. Fraudulent transfers and obligations .......................................................................... 306 

§549. Postpetition transactions ................................................................................................ 311 

§550. Liability of transferee of avoided transfer .................................................................. 312 

§551. Automatic preservation of avoided transfer .............................................................. 314 

§552. Postpetition effect of security interest ........................................................................ 315 

§553. Setoff .................................................................................................................................... 317 

§554. Abandonment of property of the estate ...................................................................... 318 

EXTRACT



4 
 

§555. Contractual right to liquidate, terminate, or accelerate a securities contract .. 319 

§556. Contractual right to liquidate, terminate, or accelerate a commodities contract 
or forward contract ...................................................................................................................... 320 

§557. Expedited determination of interests in, and abandonment or other disposition 
of grain assets .............................................................................................................................. 321 

§558. Defenses of the estate ..................................................................................................... 323 

§559. Contractual right to liquidate, terminate, or accelerate a repurchase agreement
 .......................................................................................................................................................... 324 

§560. Contractual right to liquidate, terminate, or accelerate a swap agreement ...... 325 

§561. Contractual right to terminate, liquidate, accelerate, or offset under a master 
netting agreement and across contracts; proceedings under chapter 15 ................... 326 

§562. Timing of damage measurement in connection with swap agreements, 
securities contracts, forward contracts, commodity contracts, repurchase 
agreements, and master netting agreements ....................................................................... 327 

 

CHAPTER 7—LIQUIDATION ...................................................................................................... 329 

SUBCHAPTER I—OFFICERS AND ADMINISTRATION ....................................................... 330 

§701. Interim trustee .................................................................................................................... 330 

§702. Election of trustee ............................................................................................................. 331 

§703. Successor trustee ............................................................................................................. 332 

§704. Duties of trustee ................................................................................................................ 333 

§705. Creditors' committee ........................................................................................................ 336 

§706. Conversion ......................................................................................................................... 337 

§707. Dismissal of a case or conversion to a case under chapter 11 or 13 ................. 338 

SUBCHAPTER II—COLLECTION, LIQUIDATION, AND DISTRIBUTION OF THE 
ESTATE ........................................................................................................................................... 345 

§721. Authorization to operate business ............................................................................... 345 

§722. Redemption ........................................................................................................................ 345 

§723. Rights of partnership trustee against general partners ......................................... 346 

§724. Treatment of certain liens ............................................................................................... 348 

§725. Disposition of certain property ..................................................................................... 351 

§726. Distribution of property of the estate .......................................................................... 351 

§727. Discharge ............................................................................................................................ 355 

[§728. Repealed. Pub. L. 109–8, title VII, §719(b)(1), Apr. 20, 2005, 119 Stat. 133] ...... 360 

SUBCHAPTER III—STOCKBROKER LIQUIDATION ............................................................ 361 

EXTRACT



5 
 

§741. Definitions for this subchapter ...................................................................................... 361 

§742. Effect of section 362 of this title in this subchapter ................................................ 365 

§743. Notice ................................................................................................................................... 366 

§744. Executory contracts ......................................................................................................... 366 

§745. Treatment of accounts ..................................................................................................... 367 

§746. Extent of customer claims .............................................................................................. 367 

§747. Subordination of certain customer claims ................................................................. 368 

§748. Reduction of securities to money ................................................................................ 369 

§749. Voidable transfers ............................................................................................................. 369 

§750. Distribution of securities ................................................................................................ 370 

§751. Customer name securities .............................................................................................. 370 

§752. Customer property............................................................................................................ 370 

§753. Stockbroker liquidation and forward contract merchants, commodity brokers, 
stockbrokers, financial institutions, financial participants, securities clearing 
agencies, swap participants, repo participants, and master netting agreement 
participants .................................................................................................................................... 372 

SUBCHAPTER IV—COMMODITY BROKER LIQUIDATION ................................................ 373 

§761. Definitions for this subchapter ...................................................................................... 373 

§762. Notice to the Commission and right to be heard ..................................................... 380 

§763. Treatment of accounts ..................................................................................................... 380 

§764. Voidable transfers ............................................................................................................. 381 

§765. Customer instructions ..................................................................................................... 382 

§766. Treatment of customer property ................................................................................... 382 

§767. Commodity broker liquidation and forward contract merchants, commodity 
brokers, stockbrokers, financial institutions, financial participants, securities 
clearing agencies, swap participants, repo participants, and master netting 
agreement participants ............................................................................................................... 390 

SUBCHAPTER V—CLEARING BANK LIQUIDATION ........................................................... 391 

§781. Definitions ........................................................................................................................... 391 

§782. Selection of trustee .......................................................................................................... 391 

§783. Additional powers of trustee .......................................................................................... 391 

§784. Right to be heard ............................................................................................................... 392 

 

CHAPTER 9—ADJUSTMENT OF DEBTS OF A MUNICIPALITY ....................................... 393 

SUBCHAPTER I—GENERAL PROVISIONS ........................................................................... 393 

EXTRACT



6 
 

§901. Applicability of other sections of this title ................................................................. 393 

§902. Definitions for this chapter ............................................................................................. 398 

§903. Reservation of State power to control municipalities ............................................. 399 

§904. Limitation on jurisdiction and powers of court ......................................................... 400 

SUBCHAPTER II—ADMINISTRATION ..................................................................................... 401 

§921. Petition and proceedings relating to petition ............................................................ 401 

§922. Automatic stay of enforcement of claims against the debtor ............................... 402 

§923. Notice ................................................................................................................................... 403 

§924. List of creditors ................................................................................................................. 404 

§925. Effect of list of claims ...................................................................................................... 404 

§926. Avoiding powers ............................................................................................................... 404 

§927. Limitation on recourse .................................................................................................... 406 

§928. Post petition effect of security interest ....................................................................... 406 

§929. Municipal leases ................................................................................................................ 406 

§930. Dismissal ............................................................................................................................. 406 

SUBCHAPTER III—THE PLAN .................................................................................................. 407 

§941. Filing of plan ....................................................................................................................... 407 

§942. Modification of plan .......................................................................................................... 407 

§943. Confirmation ....................................................................................................................... 408 

§944. Effect of confirmation ...................................................................................................... 410 

§945. Continuing jurisdiction and closing of the case ....................................................... 410 

§946. Effect of exchange of securities before the date of the filing of the petition .... 411 

 

CHAPTER 11—REORGANIZATION ......................................................................................... 412 

SUBCHAPTER I—OFFICERS AND ADMINISTRATION ....................................................... 419 

§1101. Definitions for this chapter .......................................................................................... 419 

§1102. Creditors' and equity security holders' committees ............................................. 419 

§1103. Powers and duties of committees .............................................................................. 422 

§1104. Appointment of trustee or examiner .......................................................................... 423 

§1105. Termination of trustee's appointment ....................................................................... 427 

§1106. Duties of trustee and examiner ................................................................................... 427 

§1107. Rights, powers, and duties of debtor in possession ............................................ 431 

§1108. Authorization to operate business ............................................................................. 432 

EXTRACT



7 
 

§1109. Right to be heard ............................................................................................................ 432 

§1110. Aircraft equipment and vessels .................................................................................. 433 

§1111. Claims and interests ...................................................................................................... 437 

§1112. Conversion or dismissal ............................................................................................... 437 

§1113. Rejection of collective bargaining agreements ...................................................... 441 

§1114. Payment of insurance benefits to retired employees ........................................... 442 

§1115. Property of the estate .................................................................................................... 445 

§1116. Duties of trustee or debtor in possession in small business cases ................. 445 

SUBCHAPTER II—THE PLAN .................................................................................................... 446 

§1121. Who may file a plan ........................................................................................................ 446 

§1122. Classification of claims or interests .......................................................................... 448 

§1123. Contents of plan .............................................................................................................. 449 

§1124. Impairment of claims or interests .............................................................................. 452 

§1125. Postpetition disclosure and solicitation ................................................................... 455 

§1126. Acceptance of plan ......................................................................................................... 460 

§1127. Modification of plan........................................................................................................ 462 

§1128. Confirmation hearing ..................................................................................................... 464 

§1129. Confirmation of plan ...................................................................................................... 464 

SUBCHAPTER III—POSTCONFIRMATION MATTERS ........................................................ 481 

§1141. Effect of confirmation .................................................................................................... 481 

§1142. Implementation of plan.................................................................................................. 484 

§1143. Distribution ....................................................................................................................... 485 

§1144. Revocation of an order of confirmation .................................................................... 485 

§1145. Exemption from securities laws ................................................................................. 485 

§1146. Special tax provisions ................................................................................................... 490 

SUBCHAPTER IV—RAILROAD REORGANIZATION ........................................................... 492 

§1161. Inapplicability of other sections ................................................................................. 492 

§1162. Definition ........................................................................................................................... 492 

§1163. Appointment of trustee ................................................................................................. 493 

§1164. Right to be heard ............................................................................................................ 493 

§1165. Protection of the public interest ................................................................................. 494 

§1166. Effect of subtitle IV of title 49 and of Federal, State, or local regulations ....... 495 

§1167. Collective bargaining agreements ............................................................................. 496 

EXTRACT



8 
 

§1168. Rolling stock equipment ............................................................................................... 497 

§1169. Effect of rejection of lease of railroad line ............................................................... 499 

§1170. Abandonment of railroad line ...................................................................................... 501 

§1171. Priority claims .................................................................................................................. 502 

§1172. Contents of plan .............................................................................................................. 503 

§1173. Confirmation of plan ...................................................................................................... 505 

§1174. Liquidation ........................................................................................................................ 507 

SUBCHAPTER V—SMALL BUSINESS DEBTOR REORGANIZATION ............................ 507 

§1181. Inapplicability of other sections ................................................................................. 507 

§1182. Definitions ......................................................................................................................... 508 

§1183. Trustee ............................................................................................................................... 508 

§1184. Rights and powers of a debtor in possession ........................................................ 509 

§1185. Removal of debtor in possession .............................................................................. 509 

§1186. Property of the estate .................................................................................................... 509 

§1187. Duties and reporting requirements of debtors ....................................................... 509 

§1188. Status conference ........................................................................................................... 510 

§1189. Filing of the plan ............................................................................................................. 510 

§1190. Contents of plan .............................................................................................................. 510 

§1191. Confirmation of plan ...................................................................................................... 510 

§1192. Discharge .......................................................................................................................... 511 

§1193. Modification of plan........................................................................................................ 511 

§1194. Payments .......................................................................................................................... 512 

§1195. Transactions with professionals ................................................................................ 512 

 

CHAPTER 12—ADJUSTMENT OF DEBTS OF A FAMILY FARMER OR FISHERMAN 
WITH REGULAR ANNUAL INCOME ........................................................................................ 513 

SUBCHAPTER I—OFFICERS, ADMINISTRATION, AND THE ESTATE ........................... 514 

§1201. Stay of action against codebtor .................................................................................. 514 

§1202. Trustee ............................................................................................................................... 515 

§1203. Rights and powers of debtor ....................................................................................... 518 

§1204. Removal of debtor as debtor in possession ........................................................... 518 

§1205. Adequate protection ...................................................................................................... 519 

§1206. Sales free of interests .................................................................................................... 519 

EXTRACT



9 
 

§1207. Property of the estate .................................................................................................... 520 

§1208. Conversion or dismissal ............................................................................................... 520 

SUBCHAPTER II—THE PLAN .................................................................................................... 521 

§1221. Filing of plan .................................................................................................................... 521 

§1222. Contents of plan .............................................................................................................. 522 

§1223. Modification of plan before confirmation ................................................................. 524 

§1224. Confirmation hearing ..................................................................................................... 524 

§1225. Confirmation of plan ...................................................................................................... 524 

§1226. Payments .......................................................................................................................... 526 

§1227. Effect of confirmation .................................................................................................... 527 

§1228. Discharge .......................................................................................................................... 527 

§1229. Modification of plan after confirmation ..................................................................... 529 

§1230. Revocation of an order of confirmation .................................................................... 530 

§1231. Special tax provisions ................................................................................................... 530 

§1232. Claim by a governmental unit based on the disposition of property used in a 
farming operation ......................................................................................................................... 531 

 

CHAPTER 13—ADJUSTMENT OF DEBTS OF AN INDIVIDUAL WITH REGULAR 
INCOME........................................................................................................................................... 533 

SUBCHAPTER I—OFFICERS, ADMINISTRATION, AND THE ESTATE ........................... 533 

§1301. Stay of action against codebtor .................................................................................. 533 

§1302. Trustee ............................................................................................................................... 535 

§1303. Rights and powers of debtor ....................................................................................... 539 

§1304. Debtor engaged in business ........................................................................................ 539 

§1305. Filing and allowance of postpetition claims ............................................................ 540 

§1306. Property of the estate .................................................................................................... 541 

§1307. Conversion or dismissal ............................................................................................... 542 

§1308. Filing of prepetition tax returns .................................................................................. 544 

SUBCHAPTER II—THE PLAN .................................................................................................... 545 

§1321. Filing of plan .................................................................................................................... 545 

§1322. Contents of plan .............................................................................................................. 545 

§1323. Modification of plan before confirmation ................................................................. 549 

§1324. Confirmation hearing ..................................................................................................... 549 

§1325. Confirmation of plan ...................................................................................................... 550 

EXTRACT



10 
 

§1326. Payments .......................................................................................................................... 554 

§1327. Effect of confirmation .................................................................................................... 556 

§1328. Discharge .......................................................................................................................... 557 

§1329. Modification of plan after confirmation ..................................................................... 560 

§1330. Revocation of an order of confirmation .................................................................... 561 

 

CHAPTER 15—ANCILLARY AND OTHER CROSS-BORDER CASES ............................. 563 

§1501. Purpose and scope of application ............................................................................. 564 

SUBCHAPTER I—GENERAL PROVISIONS ........................................................................... 565 

§1502. Definitions ......................................................................................................................... 565 

§1503. International obligations of the United States ........................................................ 565 

§1504. Commencement of ancillary case .............................................................................. 565 

§1505. Authorization to act in a foreign country ................................................................. 565 

§1506. Public policy exception ................................................................................................. 566 

§1507. Additional assistance .................................................................................................... 566 

§1508. Interpretation ................................................................................................................... 566 

SUBCHAPTER II—ACCESS OF FOREIGN REPRESENTATIVES AND CREDITORS TO 
THE COURT ................................................................................................................................... 566 

§1509. Right of direct access .................................................................................................... 566 

§1510. Limited jurisdiction ........................................................................................................ 567 

§1511. Commencement of case under section 301, 302, or 303 ..................................... 567 

§1512. Participation of a foreign representative in a case under this title ................... 567 

§1513. Access of foreign creditors to a case under this title ........................................... 567 

§1514. Notification to foreign creditors concerning a case under this title ................. 568 

SUBCHAPTER III—RECOGNITION OF A FOREIGN PROCEEDING AND RELIEF ....... 569 

§1515. Application for recognition .......................................................................................... 569 

§1516. Presumptions concerning recognition ..................................................................... 569 

§1517. Order granting recognition .......................................................................................... 569 

§1518. Subsequent information ............................................................................................... 570 

§1519. Relief that may be granted upon filing petition for recognition ......................... 570 

§1520. Effects of recognition of a foreign main proceeding ............................................ 570 

§1521. Relief that may be granted upon recognition .......................................................... 571 

§1522. Protection of creditors and other interested persons .......................................... 572 

EXTRACT



11 
 

§1523. Actions to avoid acts detrimental to creditors ....................................................... 572 

§1524. Intervention by a foreign representative .................................................................. 572 

SUBCHAPTER IV—COOPERATION WITH FOREIGN COURTS AND FOREIGN 
REPRESENTATIVES .................................................................................................................... 572 

§1525. Cooperation and direct communication between the court and foreign courts 
or foreign representatives ......................................................................................................... 572 

§1526. Cooperation and direct communication between the trustee and foreign 
courts or foreign representatives ............................................................................................ 573 

§1527. Forms of cooperation .................................................................................................... 573 

SUBCHAPTER V—CONCURRENT PROCEEDINGS ............................................................ 574 

§1528. Commencement of a case under this title after recognition of a foreign main 
proceeding ..................................................................................................................................... 574 

§1529. Coordination of a case under this title and a foreign proceeding ..................... 574 

§1530. Coordination of more than 1 foreign proceeding ................................................... 574 

§1531. Presumption of insolvency based on recognition of a foreign main proceeding
 .......................................................................................................................................................... 575 

§1532. Rule of payment in concurrent proceedings ........................................................... 575 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

EXTRACT



12 
 

CHAPTER 1—GENERAL PROVISIONS 
Sec. 
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110. Penalty for persons who negligently or fraudulently prepare bankruptcy petitions. 
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112. Prohibition on disclosure of name of minor children. 

         

AMENDMENTS 
2005—Pub. L. 109–8, title I, §106(e)(2), title II, §233(b), Apr. 20, 2005, 119 Stat. 41, 74, 

added items 111 and 112. 

1994—Pub. L. 103–394, title III, §308(b), Oct. 22, 1994, 108 Stat. 4137, added item 110. 

§101. Definitions 
In this title the following definitions shall apply: 

(1) The term "accountant" means accountant authorized under applicable law to practice 
public accounting, and includes professional accounting association, corporation, or 
partnership, if so authorized. 

(2) The term "affiliate" means— 
(A) entity that directly or indirectly owns, controls, or holds with power to vote, 20 percent 

or more of the outstanding voting securities of the debtor, other than an entity that holds 
such securities— 

(i) in a fiduciary or agency capacity without sole discretionary power to vote such 
securities; or 

(ii) solely to secure a debt, if such entity has not in fact exercised such power to vote; 
(B) corporation 20 percent or more of whose outstanding voting securities are directly or 

indirectly owned, controlled, or held with power to vote, by the debtor, or by an entity that 
directly or indirectly owns, controls, or holds with power to vote, 20 percent or more of the 
outstanding voting securities of the debtor, other than an entity that holds such securities— 

(i) in a fiduciary or agency capacity without sole discretionary power to vote such 
securities; or 

(ii) solely to secure a debt, if such entity has not in fact exercised such power to vote; 
(C) person whose business is operated under a lease or operating agreement by a 

debtor, or person substantially all of whose property is operated under an operating 
agreement with the debtor; or 

(D) entity that operates the business or substantially all of the property of the debtor 
under a lease or operating agreement. 

 
 

(3) The term "assisted person" means any person whose debts consist primarily of 
consumer debts and the value of whose nonexempt property is less than $150,000.1 
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(4) The term "attorney" means attorney, professional law association, corporation, or 
partnership, authorized under applicable law to practice law. 

(4A) The term "bankruptcy assistance" means any goods or services sold or otherwise 
provided to an assisted person with the express or implied purpose of providing information, 
advice, counsel, document preparation, or filing, or attendance at a creditors' meeting or 
appearing in a case or proceeding on behalf of another or providing legal representation with 
respect to a case or proceeding under this title. 

(5) The term "claim" means— 
(A) right to payment, whether or not such right is reduced to judgment, liquidated, 

unliquidated, fixed, contingent, matured, unmatured, disputed, undisputed, legal, equitable, 
secured, or unsecured; or 

(B) right to an equitable remedy for breach of performance if such breach gives rise to a 
right to payment, whether or not such right to an equitable remedy is reduced to judgment, 
fixed, contingent, matured, unmatured, disputed, undisputed, secured, or unsecured. 
(6) The term "commodity broker" means futures commission merchant, foreign futures 

commission merchant, clearing organization, leverage transaction merchant, or commodity 
options dealer, as defined in section 761 of this title, with respect to which there is a 
customer, as defined in section 761 of this title. 

(7) The term "community claim" means claim that arose before the commencement of the 
case concerning the debtor for which property of the kind specified in section 541(a)(2) of this 
title is liable, whether or not there is any such property at the time of the commencement of 
the case. 

(7A) The term "commercial fishing operation" means— 
(A) the catching or harvesting of fish, shrimp, lobsters, urchins, seaweed, shellfish, or 

other aquatic species or products of such species; or 
(B) for purposes of section 109 and chapter 12, aquaculture activities consisting of 

raising for market any species or product described in subparagraph (A). 
(7B) The term "commercial fishing vessel" means a vessel used by a family fisherman to 

carry out a commercial fishing operation. 
(8) The term "consumer debt" means debt incurred by an individual primarily for a 

personal, family, or household purpose. 
(9) The term "corporation"— 

(A) includes— 
(i) association having a power or privilege that a private corporation, but not an 

individual or a partnership, possesses; 
(ii) partnership association organized under a law that makes only the capital 

subscribed responsible for the debts of such association; 
(iii) joint-stock company; 
(iv) unincorporated company or association; or 
(v) business trust; but 

(B) does not include limited partnership. 
(10) The term "creditor" means— 

(A) entity that has a claim against the debtor that arose at the time of or before the order 
for relief concerning the debtor; 

(B) entity that has a claim against the estate of a kind specified in section 348(d), 502(f), 
502(g), 502(h) or 502(i) of this title; or 

(C) entity that has a community claim. 
(10A) The term "current monthly income"— 

(A) means the average monthly income from all sources that the debtor receives (or in a 
joint case the debtor and the debtor's spouse receive) without regard to whether such 
income is taxable income, derived during the 6-month period ending on— 
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(i) the last day of the calendar month immediately preceding the date of the 
commencement of the case if the debtor files the schedule of current income required by 
section 521(a)(1)(B)(ii); or 

(ii) the date on which current income is determined by the court for purposes of this 
title if the debtor does not file the schedule of current income required by section 
521(a)(1)(B)(ii); and 
(B)(i) includes any amount paid by any entity other than the debtor (or in a joint case the 

debtor and the debtor's spouse), on a regular basis for the household expenses of the 
debtor or the debtor's dependents (and in a joint case the debtor's spouse if not otherwise 
a dependent); and 

(ii) excludes— 
(I) benefits received under the Social Security Act (42 U.S.C. 301 et seq.); 
(II) payments to victims of war crimes or crimes against humanity on account of their 

status as victims of such crimes; 
(III) payments to victims of international terrorism or domestic terrorism, as those 

terms are defined in section 2331 of title 18, on account of their status as victims of such 
terrorism; and 

(IV) any monthly compensation, pension, pay, annuity, or allowance paid under title 
10, 37, or 38 in connection with a disability, combat-related injury or disability, or death 
of a member of the uniformed services, except that any retired pay excluded under this 
subclause shall include retired pay paid under chapter 61 of title 10 only to the extent 
that such retired pay exceeds the amount of retired pay to which the debtor would 
otherwise be entitled if retired under any provision of title 10 other than chapter 61 of that 
title. 

(11) The term "custodian" means— 
(A) receiver or trustee of any of the property of the debtor, appointed in a case or 

proceeding not under this title; 
(B) assignee under a general assignment for the benefit of the debtor's creditors; or 
(C) trustee, receiver, or agent under applicable law, or under a contract, that is 

appointed or authorized to take charge of property of the debtor for the purpose of 
enforcing a lien against such property, or for the purpose of general administration of such 
property for the benefit of the debtor's creditors. 
(12) The term "debt" means liability on a claim. 
(12A) The term "debt relief agency" means any person who provides any bankruptcy 

assistance to an assisted person in return for the payment of money or other valuable 
consideration, or who is a bankruptcy petition preparer under section 110, but does not 
include— 

(A) any person who is an officer, director, employee, or agent of a person who provides 
such assistance or of the bankruptcy petition preparer; 

(B) a nonprofit organization that is exempt from taxation under section 501(c)(3) of the 
Internal Revenue Code of 1986; 

(C) a creditor of such assisted person, to the extent that the creditor is assisting such 
assisted person to restructure any debt owed by such assisted person to the creditor; 

(D) a depository institution (as defined in section 3 of the Federal Deposit Insurance Act) 
or any Federal credit union or State credit union (as those terms are defined in section 101 
of the Federal Credit Union Act), or any affiliate or subsidiary of such depository institution 
or credit union; or 

(E) an author, publisher, distributor, or seller of works subject to copyright protection 
under title 17, when acting in such capacity. 
(13) The term "debtor" means person or municipality concerning which a case under this 

title has been commenced. 
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(13A) The term "debtor's principal residence"— 
(A) means a residential structure if used as the principal residence by the debtor, 

including incidental property, without regard to whether that structure is attached to real 
property; and 

(B) includes an individual condominium or cooperative unit, a mobile or manufactured 
home, or trailer if used as the principal residence by the debtor. 
(14) The term "disinterested person" means a person that— 

(A) is not a creditor, an equity security holder, or an insider; 
(B) is not and was not, within 2 years before the date of the filing of the petition, a 

director, officer, or employee of the debtor; and 
(C) does not have an interest materially adverse to the interest of the estate or of any 

class of creditors or equity security holders, by reason of any direct or indirect relationship 
to, connection with, or interest in, the debtor, or for any other reason. 
(14A) The term "domestic support obligation" means a debt that accrues before, on, or 

after the date of the order for relief in a case under this title, including interest that accrues on 
that debt as provided under applicable nonbankruptcy law notwithstanding any other 
provision of this title, that is— 

(A) owed to or recoverable by— 
(i) a spouse, former spouse, or child of the debtor or such child's parent, legal 

guardian, or responsible relative; or 
(ii) a governmental unit; 

(B) in the nature of alimony, maintenance, or support (including assistance provided by a 
governmental unit) of such spouse, former spouse, or child of the debtor or such child's 
parent, without regard to whether such debt is expressly so designated; 

(C) established or subject to establishment before, on, or after the date of the order for 
relief in a case under this title, by reason of applicable provisions of— 

(i) a separation agreement, divorce decree, or property settlement agreement; 
(ii) an order of a court of record; or 
(iii) a determination made in accordance with applicable nonbankruptcy law by a 

governmental unit; and 
(D) not assigned to a nongovernmental entity, unless that obligation is assigned 

voluntarily by the spouse, former spouse, child of the debtor, or such child's parent, legal 
guardian, or responsible relative for the purpose of collecting the debt. 
(15) The term "entity" includes person, estate, trust, governmental unit, and United States 

trustee. 
(16) The term "equity security" means— 

(A) share in a corporation, whether or not transferable or denominated "stock", or similar 
security; 

(B) interest of a limited partner in a limited partnership; or 
(C) warrant or right, other than a right to convert, to purchase, sell, or subscribe to a 

share, security, or interest of a kind specified in subparagraph (A) or (B) of this paragraph. 
(17) The term "equity security holder" means holder of an equity security of the debtor. 
(18) The term "family farmer" means— 

(A) individual or individual and spouse engaged in a farming operation whose aggregate 
debts do not exceed $10,000,000 and not less than 50 percent of whose aggregate 
noncontingent, liquidated debts (excluding a debt for the principal residence of such 
individual or such individual and spouse unless such debt arises out of a farming 
operation), on the date the case is filed, arise out of a farming operation owned or operated 
by such individual or such individual and spouse, and such individual or such individual and 
spouse receive from such farming operation more than 50 percent of such individual's or 
such individual and spouse's gross income for— 
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(i) the taxable year preceding; or 
(ii) each of the 2d and 3d taxable years preceding; 

the taxable year in which the case concerning such individual or such individual and spouse 
was filed; or 

(B) corporation or partnership in which more than 50 percent of the outstanding stock or 
equity is held by one family, or by one family and the relatives of the members of such 
family, and such family or such relatives conduct the farming operation, and 

(i) more than 80 percent of the value of its assets consists of assets related to the 
farming operation; 

(ii) its aggregate debts do not exceed $10,000,000 and not less than 50 percent of its 
aggregate noncontingent, liquidated debts (excluding a debt for one dwelling which is 
owned by such corporation or partnership and which a shareholder or partner maintains 
as a principal residence, unless such debt arises out of a farming operation), on the date 
the case is filed, arise out of the farming operation owned or operated by such 
corporation or such partnership; and 

(iii) if such corporation issues stock, such stock is not publicly traded. 
(19) The term "family farmer with regular annual income" means family farmer whose 

annual income is sufficiently stable and regular to enable such family farmer to make 
payments under a plan under chapter 12 of this title. 

(19A) The term "family fisherman" means— 
(A) an individual or individual and spouse engaged in a commercial fishing operation— 

(i) whose aggregate debts do not exceed $1,500,000 1 and not less than 80 percent of 
whose aggregate noncontingent, liquidated debts (excluding a debt for the principal 
residence of such individual or such individual and spouse, unless such debt arises out 
of a commercial fishing operation), on the date the case is filed, arise out of a 
commercial fishing operation owned or operated by such individual or such individual 
and spouse; and 

(ii) who receive from such commercial fishing operation more than 50 percent of such 
individual's or such individual's and spouse's gross income for the taxable year 
preceding the taxable year in which the case concerning such individual or such 
individual and spouse was filed; or 
(B) a corporation or partnership— 

(i) in which more than 50 percent of the outstanding stock or equity is held by— 
(I) 1 family that conducts the commercial fishing operation; or 
(II) 1 family and the relatives of the members of such family, and such family or 

such relatives conduct the commercial fishing operation; and 
(ii)(I) more than 80 percent of the value of its assets consists of assets related to the 

commercial fishing operation; 
(II) its aggregate debts do not exceed $1,500,000 1 and not less than 80 percent of its 

aggregate noncontingent, liquidated debts (excluding a debt for 1 dwelling which is 
owned by such corporation or partnership and which a shareholder or partner maintains 
as a principal residence, unless such debt arises out of a commercial fishing operation), 
on the date the case is filed, arise out of a commercial fishing operation owned or 
operated by such corporation or such partnership; and 

(III) if such corporation issues stock, such stock is not publicly traded. 
(19B) The term "family fisherman with regular annual income" means a family fisherman 

whose annual income is sufficiently stable and regular to enable such family fisherman to 
make payments under a plan under chapter 12 of this title. 

(20) The term "farmer" means (except when such term appears in the term "family farmer") 
person that received more than 80 percent of such person's gross income during the taxable 
year of such person immediately preceding the taxable year of such person during which the 
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case under this title concerning such person was commenced from a farming operation 
owned or operated by such person. 

(21) The term "farming operation" includes farming, tillage of the soil, dairy farming, 
ranching, production or raising of crops, poultry, or livestock, and production of poultry or 
livestock products in an unmanufactured state. 

(21A) The term "farmout agreement" means a written agreement in which— 
(A) the owner of a right to drill, produce, or operate liquid or gaseous hydrocarbons on 

property agrees or has agreed to transfer or assign all or a part of such right to another 
entity; and 

(B) such other entity (either directly or through its agents or its assigns), as 
consideration, agrees to perform drilling, reworking, recompleting, testing, or similar or 
related operations, to develop or produce liquid or gaseous hydrocarbons on the property. 
(21B) The term "Federal depository institutions regulatory agency" means— 

(A) with respect to an insured depository institution (as defined in section 3(c)(2) of the 
Federal Deposit Insurance Act) for which no conservator or receiver has been appointed, 
the appropriate Federal banking agency (as defined in section 3(q) of such Act); 

(B) with respect to an insured credit union (including an insured credit union for which 
the National Credit Union Administration has been appointed conservator or liquidating 
agent), the National Credit Union Administration; 

(C) with respect to any insured depository institution for which the Resolution Trust 
Corporation has been appointed conservator or receiver, the Resolution Trust Corporation; 
and 

(D) with respect to any insured depository institution for which the Federal Deposit 
Insurance Corporation has been appointed conservator or receiver, the Federal Deposit 
Insurance Corporation. 
(22) The term "financial institution" means— 

(A) a Federal reserve bank, or an entity that is a commercial or savings bank, industrial 
savings bank, savings and loan association, trust company, federally-insured credit union, 
or receiver, liquidating agent, or conservator for such entity and, when any such Federal 
reserve bank, receiver, liquidating agent, conservator or entity is acting as agent or 
custodian for a customer (whether or not a "customer", as defined in section 741) in 
connection with a securities contract (as defined in section 741) such customer; or 

(B) in connection with a securities contract (as defined in section 741) an investment 
company registered under the Investment Company Act of 1940. 
(22A) The term "financial participant" means— 

(A) an entity that, at the time it enters into a securities contract, commodity contract, 
swap agreement, repurchase agreement, or forward contract, or at the time of the date of 
the filing of the petition, has one or more agreements or transactions described in 
paragraph (1), (2), (3), (4), (5), or (6) of section 561(a) with the debtor or any other entity 
(other than an affiliate) of a total gross dollar value of not less than $1,000,000,000 in 
notional or actual principal amount outstanding (aggregated across counterparties) at such 
time or on any day during the 15-month period preceding the date of the filing of the 
petition, or has gross mark-to-market positions of not less than $100,000,000 (aggregated 
across counterparties) in one or more such agreements or transactions with the debtor or 
any other entity (other than an affiliate) at such time or on any day during the 15-month 
period preceding the date of the filing of the petition; or 

(B) a clearing organization (as defined in section 402 of the Federal Deposit Insurance 
Corporation Improvement Act of 1991). 
(23) The term "foreign proceeding" means a collective judicial or administrative proceeding 

in a foreign country, including an interim proceeding, under a law relating to insolvency or 
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adjustment of debt in which proceeding the assets and affairs of the debtor are subject to 
control or supervision by a foreign court, for the purpose of reorganization or liquidation. 

(24) The term "foreign representative" means a person or body, including a person or body 
appointed on an interim basis, authorized in a foreign proceeding to administer the 
reorganization or the liquidation of the debtor's assets or affairs or to act as a representative 
of such foreign proceeding. 

(25) The term "forward contract" means— 
(A) a contract (other than a commodity contract, as defined in section 761) for the 

purchase, sale, or transfer of a commodity, as defined in section 761(8) of this title, or any 
similar good, article, service, right, or interest which is presently or in the future becomes 
the subject of dealing in the forward contract trade, or product or byproduct thereof, with a 
maturity date more than two days after the date the contract is entered into, including, but 
not limited to, a repurchase or reverse repurchase transaction (whether or not such 
repurchase or reverse repurchase transaction is a "repurchase agreement", as defined in 
this section) 2 consignment, lease, swap, hedge transaction, deposit, loan, option, allocated 
transaction, unallocated transaction, or any other similar agreement; 

(B) any combination of agreements or transactions referred to in subparagraphs (A) and 
(C); 

(C) any option to enter into an agreement or transaction referred to in subparagraph (A) 
or (B); 

(D) a master agreement that provides for an agreement or transaction referred to in 
subparagraph (A), (B), or (C), together with all supplements to any such master agreement, 
without regard to whether such master agreement provides for an agreement or transaction 
that is not a forward contract under this paragraph, except that such master agreement 
shall be considered to be a forward contract under this paragraph only with respect to each 
agreement or transaction under such master agreement that is referred to in subparagraph 
(A), (B), or (C); or 

(E) any security agreement or arrangement, or other credit enhancement related to any 
agreement or transaction referred to in subparagraph (A), (B), (C), or (D), including any 
guarantee or reimbursement obligation by or to a forward contract merchant or financial 
participant in connection with any agreement or transaction referred to in any such 
subparagraph, but not to exceed the damages in connection with any such agreement or 
transaction, measured in accordance with section 562. 
(26) The term "forward contract merchant" means a Federal reserve bank, or an entity the 

business of which consists in whole or in part of entering into forward contracts as or with 
merchants in a commodity (as defined in section 761) or any similar good, article, service, 
right, or interest which is presently or in the future becomes the subject of dealing in the 
forward contract trade. 

(27) The term "governmental unit" means United States; State; Commonwealth; District; 
Territory; municipality; foreign state; department, agency, or instrumentality of the United 
States (but not a United States trustee while serving as a trustee in a case under this title), a 
State, a Commonwealth, a District, a Territory, a municipality, or a foreign state; or other 
foreign or domestic government. 

(27A) The term "health care business"— 
(A) means any public or private entity (without regard to whether that entity is organized 

for profit or not for profit) that is primarily engaged in offering to the general public facilities 
and services for— 

(i) the diagnosis or treatment of injury, deformity, or disease; and 
(ii) surgical, drug treatment, psychiatric, or obstetric care; and 

(B) includes— 
(i) any— 
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CHAPTER 3—CASE ADMINISTRATION 
SUBCHAPTER I—COMMENCEMENT OF A CASE 

Sec. 
301. Voluntary cases. 
302. Joint cases. 
303. Involuntary cases. 
[304. Repealed.] 
305. Abstention. 
306. Limited appearance. 
307. United States trustee. 
308. Debtor reporting requirements. 

         

SUBCHAPTER II—OFFICERS 
321. Eligibility to serve as trustee. 
322. Qualification of trustee. 
323. Role and capacity of trustee. 
324. Removal of trustee or examiner. 
325. Effect of vacancy. 
326. Limitation on compensation of trustee. 
327. Employment of professional persons. 
328. Limitation on compensation of professional persons. 
329. Debtor's transactions with attorneys. 
330. Compensation of officers. 
331. Interim compensation. 
332. Consumer privacy ombudsman. 
333. Appointment of patient care ombudsman. 

         

SUBCHAPTER III—ADMINISTRATION 
341. Meetings of creditors and equity security holders. 
342. Notice. 
343. Examination of the debtor. 
344. Self-incrimination; immunity. 
345. Money of estates. 
346. Special provisions related to the treatment of State and local taxes. 
347. Unclaimed property. 
348. Effect of conversion. 
349. Effect of dismissal. 
350. Closing and reopening cases. 
351. Disposal of patient records. 

         

SUBCHAPTER IV—ADMINISTRATIVE POWERS 
361. Adequate protection. 
362. Automatic stay. 
363. Use, sale, or lease of property. 
364. Obtaining credit. 
365. Executory contracts and unexpired leases. 
366. Utility service. 
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AMENDMENTS 
2010—Pub. L. 111–327, §2(a)(49), Dec. 22, 2010, 124 Stat. 3562, inserted "patient care" 

before "ombudsman" in item 333. 

2005—Pub. L. 109–8, title II, §232(c), title IV, §434(a)(2), title VII, §719(a)(2), title VIII, 
§802(d)(4), title XI, §§1102(b), 1104(a)(2), Apr. 20, 2005, 119 Stat. 74, 111, 133, 146, 190, 192, 
added items 308, 332, 333, and 351, substituted "Special provisions related to the treatment of 
State and local taxes" for "Special tax provisions" in item 346, and struck out item 304 "Cases 
ancillary to foreign proceedings". 

1986—Pub. L. 99–554, title II, §205(b), Oct. 27, 1986, 100 Stat. 3098, added item 307. 

SUBCHAPTER I—COMMENCEMENT OF A CASE 
§301. Voluntary cases 

(a) A voluntary case under a chapter of this title is commenced by the filing with the 
bankruptcy court of a petition under such chapter by an entity that may be a debtor under such 
chapter. 

(b) The commencement of a voluntary case under a chapter of this title constitutes an order 
for relief under such chapter. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2558; Pub. L. 109–8, title V, §501(b), Apr. 20, 2005, 119 
Stat. 118.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Sections 301, 302, 303, and 304 are all modified in the House amendment to adopt an idea 

contained in sections 301 and 303 of the Senate amendment requiring a petition commencing a 
case to be filed with the bankruptcy court. The exception contained in section 301 of the Senate 
bill relating to cases filed under chapter 9 is deleted. Chapter 9 cases will be handled by a 
bankruptcy court as are other title 11 cases. 

SENATE REPORT NO. 95–989 
Section 301 specifies the manner in which a voluntary bankruptcy case is commenced. The 

debtor files a petition under this section under the particular operative chapter of the bankruptcy 
code under which he wishes to proceed. The filing of the petition constitutes an order for relief in 
the case under that chapter. The section contains no change from current law, except for the 
use of the phrase "order for relief" instead of "adjudication." The term adjudication is replaced by 
a less pejorative phrase in light of the clear power of Congress to permit voluntary bankruptcy 
without the necessity for an adjudication, as under the 1898 act [former title 11], which was 
adopted when voluntary bankruptcy was a concept not thoroughly tested. 

AMENDMENTS 
2005—Pub. L. 109–8 designated existing provisions as subsec. (a), struck out "The 

commencement of a voluntary case under a chapter of this title constitutes an order for relief 
under such chapter." at end, and added subsec. (b). 

§302. Joint cases 
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(a) A joint case under a chapter of this title is commenced by the filing with the bankruptcy 
court of a single petition under such chapter by an individual that may be a debtor under such 
chapter and such individual's spouse. The commencement of a joint case under a chapter of 
this title constitutes an order for relief under such chapter. 

(b) After the commencement of a joint case, the court shall determine the extent, if any, to 
which the debtors' estates shall be consolidated. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2558.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 
A joint case is a voluntary bankruptcy case concerning a wife and husband. Under current 

law, there is no explicit provision for joint cases. Very often, however, in the consumer debtor 
context, a husband and wife are jointly liable on their debts, and jointly hold most of their 
property. A joint case will facilitate consolidation of their estates, to the benefit of both the 
debtors and their creditors, because the cost of administration will be reduced, and there will be 
only one filing fee. 

Section 302 specifies that a joint case is commenced by the filing of a petition under an 
appropriate chapter by an individual and that individual's spouse. Thus, one spouse cannot take 
the other into bankruptcy without the other's knowledge or consent. The filing of the petition 
constitutes an order for relief under the chapter selected. 

Subsection (b) requires the court to determine the extent, if any, to which the estates of the 
two debtors will be consolidated; that is, assets and liabilities combined in a single pool to pay 
creditors. Factors that will be relevant in the court's determination include the extent of jointly 
held property and the amount of jointly-owned debts. The section, of course, is not license to 
consolidate in order to avoid other provisions of the title to the detriment of either the debtors or 
their creditors. It is designed mainly for ease of administration. 

§303. Involuntary cases 
(a) An involuntary case may be commenced only under chapter 7 or 11 of this title, and only 

against a person, except a farmer, family farmer, or a corporation that is not a moneyed, 
business, or commercial corporation, that may be a debtor under the chapter under which such 
case is commenced. 

(b) An involuntary case against a person is commenced by the filing with the bankruptcy court 
of a petition under chapter 7 or 11 of this title— 

(1) by three or more entities, each of which is either a holder of a claim against such 
person that is not contingent as to liability or the subject of a bona fide dispute as to liability or 
amount, or an indenture trustee representing such a holder, if such noncontingent, 
undisputed claims aggregate at least $10,000 1 more than the value of any lien on property of 
the debtor securing such claims held by the holders of such claims; 

(2) if there are fewer than 12 such holders, excluding any employee or insider of such 
person and any transferee of a transfer that is voidable under section 544, 545, 547, 548, 
549, or 724(a) of this title, by one or more of such holders that hold in the aggregate at least 
$10,000 1 of such claims; 

(3) if such person is a partnership— 
(A) by fewer than all of the general partners in such partnership; or 
(B) if relief has been ordered under this title with respect to all of the general partners in 

such partnership, by a general partner in such partnership, the trustee of such a general 
partner, or a holder of a claim against such partnership; or 
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(4) by a foreign representative of the estate in a foreign proceeding concerning such 
person. 
(c) After the filing of a petition under this section but before the case is dismissed or relief is 

ordered, a creditor holding an unsecured claim that is not contingent, other than a creditor filing 
under subsection (b) of this section, may join in the petition with the same effect as if such 
joining creditor were a petitioning creditor under subsection (b) of this section. 

(d) The debtor, or a general partner in a partnership debtor that did not join in the petition, 
may file an answer to a petition under this section. 

(e) After notice and a hearing, and for cause, the court may require the petitioners under this 
section to file a bond to indemnify the debtor for such amounts as the court may later allow 
under subsection (i) of this section. 

(f) Notwithstanding section 363 of this title, except to the extent that the court orders 
otherwise, and until an order for relief in the case, any business of the debtor may continue to 
operate, and the debtor may continue to use, acquire, or dispose of property as if an involuntary 
case concerning the debtor had not been commenced. 

(g) At any time after the commencement of an involuntary case under chapter 7 of this title 
but before an order for relief in the case, the court, on request of a party in interest, after notice 
to the debtor and a hearing, and if necessary to preserve the property of the estate or to prevent 
loss to the estate, may order the United States trustee to appoint an interim trustee under 
section 701 of this title to take possession of the property of the estate and to operate any 
business of the debtor. Before an order for relief, the debtor may regain possession of property 
in the possession of a trustee ordered appointed under this subsection if the debtor files such 
bond as the court requires, conditioned on the debtor's accounting for and delivering to the 
trustee, if there is an order for relief in the case, such property, or the value, as of the date the 
debtor regains possession, of such property. 

(h) If the petition is not timely controverted, the court shall order relief against the debtor in an 
involuntary case under the chapter under which the petition was filed. Otherwise, after trial, the 
court shall order relief against the debtor in an involuntary case under the chapter under which 
the petition was filed, only if— 

(1) the debtor is generally not paying such debtor's debts as such debts become due 
unless such debts are the subject of a bona fide dispute as to liability or amount; or 

(2) within 120 days before the date of the filing of the petition, a custodian, other than a 
trustee, receiver, or agent appointed or authorized to take charge of less than substantially all 
of the property of the debtor for the purpose of enforcing a lien against such property, was 
appointed or took possession. 
(i) If the court dismisses a petition under this section other than on consent of all petitioners 

and the debtor, and if the debtor does not waive the right to judgment under this subsection, the 
court may grant judgment— 

(1) against the petitioners and in favor of the debtor for— 
(A) costs; or 
(B) a reasonable attorney's fee; or 

(2) against any petitioner that filed the petition in bad faith, for— 
(A) any damages proximately caused by such filing; or 
(B) punitive damages. 

(j) Only after notice to all creditors and a hearing may the court dismiss a petition filed under 
this section— 

(1) on the motion of a petitioner; 
(2) on consent of all petitioners and the debtor; or 
(3) for want of prosecution. 
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(k)(1) If—  
(A) the petition under this section is false or contains any materially false, fictitious, or 

fraudulent statement; 
(B) the debtor is an individual; and 
(C) the court dismisses such petition,  

the court, upon the motion of the debtor, shall seal all the records of the court relating to such 
petition, and all references to such petition. 

(2) If the debtor is an individual and the court dismisses a petition under this section, the court 
may enter an order prohibiting all consumer reporting agencies (as defined in section 603(f) of 
the Fair Credit Reporting Act (15 U.S.C. 1681a(f))) from making any consumer report (as 
defined in section 603(d) of that Act) that contains any information relating to such petition or to 
the case commenced by the filing of such petition. 

(3) Upon the expiration of the statute of limitations described in section 3282 of title 18, for a 
violation of section 152 or 157 of such title, the court, upon the motion of the debtor and for 
good cause, may expunge any records relating to a petition filed under this section. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2559; Pub. L. 98–353, title III, §§426, 427, July 10, 
1984, 98 Stat. 369; Pub. L. 99–554, title II, §§204, 254, 283(b), Oct. 27, 1986, 100 Stat. 
3097, 3105, 3116; Pub. L. 103–394, title I, §108(b), Oct. 22, 1994, 108 Stat. 4112; Pub. L. 109–
8, title III, §332(b), title VIII, §802(d)(2), title XII, §1234(a), Apr. 20, 2005, 119 Stat. 
103, 146, 204; Pub. L. 111–327, §2(a)(9), Dec. 22, 2010, 124 Stat. 3558.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 303(b)(1) is modified to make clear that unsecured claims against the debtor must be 

determined by taking into account liens securing property held by third parties. 

Section 303(b)(3) adopts a provision contained in the Senate amendment indicating that an 
involuntary petition may be commenced against a partnership by fewer than all of the general 
partners in such partnership. Such action may be taken by fewer than all of the general partners 
notwithstanding a contrary agreement between the partners or State or local law. 

Section 303(h)(1) in the House amendment is a compromise of standards found in H.R. 8200 
as passed by the House and the Senate amendment pertaining to the standards that must be 
met in order to obtain an order for relief in an involuntary case under title 11. The language 
specifies that the court will order such relief only if the debtor is generally not paying debtor's 
debts as they become due. 

Section 303(h)(2) reflects a compromise pertaining to section 543 of title 11 relating to 
turnover of property by a custodian. It provides an alternative test to support an order for relief in 
an involuntary case. If a custodian, other than a trustee, receiver, or agent appointed or 
authorized to take charge of less than substantially all of the property of the debtor for the 
purpose of enforcing a lien against such property, was appointed or took possession within 120 
days before the date of the filing of the petition, then the court may order relief in the involuntary 
case. The test under section 303(h)(2) differs from section 3a(5) of the Bankruptcy Act [section 
21(a)(5) of former title 11], which requires an involuntary case to be commenced before the 
earlier of time such custodian was appointed or took possession. The test in section 303(h)(2) 
authorizes an order for relief to be entered in an involuntary case from the later date on which 
the custodian was appointed or took possession. 

SENATE REPORT NO. 95–989 
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Section 303 governs the commencement of involuntary cases under title 11. An involuntary 
case may be commenced only under chapter 7, Liquidation, or chapter 11, Reorganization. 
Involuntary cases are not permitted for municipalities, because to do so may constitute an 
invasion of State sovereignty contrary to the 10th amendment, and would constitute bad policy, 
by permitting the fate of a municipality, governed by officials elected by the people of the 
municipality, to be determined by a small number of creditors of the municipality. Involuntary 
chapter 13 cases are not permitted either. To do so would constitute bad policy, because 
chapter 13 only works when there is a willing debtor that wants to repay his creditors. Short of 
involuntary servitude, it is difficult to keep a debtor working for his creditors when he does not 
want to pay them back. See chapter 3, supra. 

The exceptions contained in current law that prohibit involuntary cases against farmers, 
ranchers and eleemosynary institutions are continued. Farmers and ranchers are excepted 
because of the cyclical nature of their business. One drought year or one year of low prices, as 
a result of which a farmer is temporarily unable to pay his creditors, should not subject him to 
involuntary bankruptcy. Eleemosynary institutions, such as churches, schools, and charitable 
organizations and foundations, likewise are exempt from involuntary bankruptcy. 

The provisions for involuntary chapter 11 cases is a slight change from present law, based on 
the proposed consolidation of the reorganization chapters. Currently, involuntary cases are 
permitted under chapters X and XII [chapters 10 and 12 of former title 11] but not under chapter 
XI [chapter 11 of former title 11]. The consolidation requires a single rule for all kinds of 
reorganization proceedings. Because the assets of an insolvent debtor belong equitably to his 
creditors, the bill permits involuntary cases in order that creditors may realize on their assets 
through reorganization as well as through liquidation. 

Subsection (b) of the section specifies who may file an involuntary petition. As under current 
law, if the debtor has more than 12 creditors, three creditors must join in the involuntary petition. 
The dollar amount limitation is changed from current law to $5,000. The new amount applies 
both to liquidation and reorganization cases in order that there not be an artificial difference 
between the two chapters that would provide an incentive for one or the other. Subsection (b)(1) 
makes explicit the right of an indenture trustee to be one of the three petitioning creditors on 
behalf of the creditors the trustee represents under the indenture. If all of the general partners in 
a partnership are in bankruptcy, then the trustee of a single general partner may file an 
involuntary petition against the partnership. Finally, a foreign representative may file an 
involuntary case concerning the debtor in the foreign proceeding, in order to administer assets 
in this country. This subsection is not intended to overrule Bankruptcy Rule 104(d), which places 
certain restrictions on the transfer of claims for the purpose of commencing an involuntary case. 
That Rule will be continued under section 405(d) of this bill. 

Subsection (c) permits creditors other than the original petitioning creditors to join in the 
petition with the same effect as if the joining creditor had been one of the original petitioning 
creditors. Thus, if the claim of one of the original petitioning creditors is disallowed, the case will 
not be dismissed for want of three creditors or want of $5,000 in petitioning claims if the joining 
creditor suffices to fulfill the statutory requirements. 

Subsection (d) permits the debtor to file an answer to an involuntary petition. The subsection 
also permits a general partner in a partnership debtor to answer an involuntary petition against 
the partnership if he did not join in the petition. Thus, a partnership petition by less than all of the 
general partners is treated as an involuntary, not a voluntary, petition. 

The court may, under subsection (e), require the petitioners to file a bond to indemnify the 
debtor for such amounts as the court may later allow under subsection (i). Subsection (i) 
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provides for costs, attorneys fees, and damages in certain circumstances. The bonding 
requirement will discourage frivolous petitions as well as spiteful petitions based on a desire to 
embarrass the debtor (who may be a competitor of a petitioning creditor) or to put the debtor out 
of business without good cause. An involuntary petition may put a debtor out of business even if 
it is without foundation and is later dismissed. 

Subsection (f) is both a clarification and a change from existing law. It permits the debtor to 
continue to operate any business of the debtor and to dispose of property as if the case had not 
been commenced. The court is permitted, however, to control the debtor's powers under this 
subsection by appropriate orders, such as where there is a fear that the debtor may attempt to 
abscond with assets, dispose of them at less than their fair value, or dismantle his business, all 
to the detriment of the debtor's creditors. 

The court may also, under subsection (g), appoint an interim trustee to take possession of the 
debtor's property and to operate any business of the debtor, pending trial on the involuntary 
petition. The court may make such an order only on the request of a party in interest, and after 
notice to the debtor and a hearing. There must be a showing that a trustee is necessary to 
preserve the property of the estate or to prevent loss to the estate. The debtor may regain 
possession by posting a sufficient bond. 

Subsection (h) provides the standard for an order for relief on an involuntary petition. If the 
petition is not timely controverted (the Rules of Bankruptcy Procedure will fix time limits), the 
court orders relief after a trial, only if the debtor is generally unable to pay its debts as they 
mature, or if the debtor has failed to pay a major portion of his debts as they become due, or if a 
custodian was appointed during the 90-day period preceding the filing of the petition. The first 
two tests are variations of the equity insolvency test. They represent the most significant 
departure from present law concerning the grounds for involuntary bankruptcy, which requires 
an act of bankruptcy. Proof of the commission of an act of bankruptcy has frequently required a 
showing that the debtor was insolvent on a "balance-sheet" test when the act was committed. 
This bill abolishes the concept of acts of bankruptcy. 

The equity insolvency test has been in equity jurisprudence for hundreds of years, and 
though it is new in the bankruptcy context (except in chapter X [chapter 10 of former title 11]), 
the bankruptcy courts should have no difficulty in applying it. The third test, appointment of a 
custodian within ninety days before the petition, is provided for simplicity. It is not a partial re-
enactment of acts of bankruptcy. If a custodian of all or substantially all of the property of the 
debtor has been appointed, this paragraph creates an irrebuttable presumption that the debtor 
is unable to pay its debts as they mature. Moreover, once a proceeding to liquidate assets has 
been commenced, the debtor's creditors have an absolute right to have the liquidation (or 
reorganization) proceed in the bankruptcy court and under the bankruptcy laws with all of the 
appropriate creditor and debtor protections that those laws provide. Ninety days gives creditors 
ample time in which to seek bankruptcy liquidation after the appointment of a custodian. If they 
wait beyond the ninety day period, they are not precluded from filing an involuntary petition. 
They are simply required to prove equity insolvency rather than the more easily provable 
custodian test. 

Subsection (i) permits the court to award costs, reasonable attorney's fees, or damages if an 
involuntary petition is dismissed other than by consent of all petitioning creditors and the debtor. 
The damages that the court may award are those that may be caused by the taking of 
possession of the debtor's property under subsection (g) or section 1104 of the bankruptcy 
code. In addition, if a petitioning creditor filed the petition in bad faith, the court may award the 
debtor any damages proximately caused by the filing of the petition. These damages may 
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include such items as loss of business during and after the pendency of the case, and so on. 
"Or" is not exclusive in this paragraph. The court may grant any or all of the damages provided 
for under the provision. Dismissal in the best interests of credits under section 305(a)(1) would 
not give rise to a damages claim. 

Under subsection (j), the court may dismiss the petition by consent only after giving notice to 
all creditors. The purpose of the subsection is to prevent collusive settlements among the debtor 
and the petitioning creditors while other creditors, that wish to see relief ordered with respect to 
the debtor but that did not participate in the case, are left without sufficient protection. 

Subsection (k) governs involuntary cases against foreign banks that are not engaged in 
business in the United States but that have assets located here. The subsection prevents a 
foreign bank from being placed into bankruptcy in this country unless a foreign proceeding 
against the bank is pending. The special protection afforded by this section is needed to prevent 
creditors from effectively closing down a foreign bank by the commencement of an involuntary 
bankruptcy case in this country unless that bank is involved in a proceeding under foreign law. 
An involuntary case commenced under this subsection gives the foreign representative an 
alternative to commencing a case ancillary to a foreign proceeding under section 304. 

AMENDMENTS 
2010—Subsecs. (k), (l). Pub. L. 111–327 redesignated subsec. (l) as (k). 

2005—Subsec. (b)(1). Pub. L. 109–8, §1234(a)(1), inserted "as to liability or amount" after 
"bona fide dispute" and substituted "if such noncontingent, undisputed claims" for "if such 
claims". 

Subsec. (h)(1). Pub. L. 109–8, §1234(a)(2), inserted "as to liability or amount" before 
semicolon. 

Subsec. (k). Pub. L. 109–8, §802(d)(2), struck out subsec. (k) which read as follows: 
"Notwithstanding subsection (a) of this section, an involuntary case may be commenced against 
a foreign bank that is not engaged in such business in the United States only under chapter 7 of 
this title and only if a foreign proceeding concerning such bank is pending." 

Subsec. (l). Pub. L. 109–8, §332(b), added subsec. (l). 

1994—Subsec. (b). Pub. L. 103–394 substituted "$10,000" for "$5,000" in pars. (1) and (2). 

1986—Subsec. (a). Pub. L. 99–554, §254, inserted reference to family farmer. 

Subsec. (b). Pub. L. 99–554, §283(b)(1), substituted "subject of" for "subject on". 

Subsec. (g). Pub. L. 99–554, §204(1), substituted "may order the United States trustee to 
appoint" for "may appoint". 

Subsec. (h)(1). Pub. L. 99–554, §283(b)(2), substituted "are the" for "that are the". 

Subsec. (i)(1). Pub. L. 99–554, §204(2), inserted "or" at end of subpar. (A) and struck out 
subpar. (C) which read as follows: "any damages proximately caused by the taking of 
possession of the debtor's property by a trustee appointed under subsection (g) of this section 
or section 1104 of this title; or". 

1984—Subsec. (b). Pub. L. 98–353, §426(a), inserted "against a person" after "involuntary 
case". 

Subsec. (b)(1). Pub. L. 98–353, §426(b)(1), inserted "or the subject on a bona fide dispute,". 
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Subsec. (h)(1). Pub. L. 98–353, §426(b)(2), inserted "unless such debts that are the subject 
of a bona fide dispute". 

Subsec. (j)(2). Pub. L. 98–353, §427, substituted "debtor" for "debtors". 

ADJUSTMENT OF DOLLAR AMOUNTS 
The dollar amounts specified in this section were adjusted by notices of the Judicial 

Conference of the United States pursuant to section 104 of this title as follows: 

By notice dated Feb. 5, 2019, 84 F.R. 3488, effective Apr. 1, 2019, in subsec. (b)(1), (2), 
dollar amount "15,775" was adjusted to "16,750". See notice of the Judicial Conference of the 
United States set out as a note under section 104 of this title. 

By notice dated Feb. 16, 2016, 81 F.R. 8748, effective Apr. 1, 2016, in subsec. (b)(1), (2), 
dollar amount "15,325" was adjusted to "15,775". 

By notice dated Feb. 12, 2013, 78 F.R. 12089, effective Apr. 1, 2013, in subsec. (b)(1), (2), 
dollar amount "14,425" was adjusted to "15,325". 

By notice dated Feb. 19, 2010, 75 F.R. 8747, effective Apr. 1, 2010, in subsec. (b)(1), (2), 
dollar amount "13,475" was adjusted to "14,425". 

By notice dated Feb. 7, 2007, 72 F.R. 7082, effective Apr. 1, 2007, in subsec. (b)(1), (2), 
dollar amount "12,300" was adjusted to "13,475". 

By notice dated Feb. 18, 2004, 69 F.R. 8482, effective Apr. 1, 2004, in subsec. (b)(1), (2), 
dollar amount "11,625" was adjusted to "12,300". 

By notice dated Feb. 13, 2001, 66 F.R. 10910, effective Apr. 1, 2001, in subsec. (b)(1), (2), 
dollar amount "10,775" was adjusted to "11,625". 

By notice dated Feb. 3, 1998, 63 F.R. 7179, effective Apr. 1, 1998, in subsec. (b)(1), (2), 
dollar amount "10,000" was adjusted to "10,775". 

1 See Adjustment of Dollar Amounts notes below. 

[§304. Repealed. Pub. L. 109–8, title VIII, §802(d)(3), Apr. 20, 2005, 119 
Stat. 146] 

Section, Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2560, related to cases ancillary to foreign 
proceedings. 

EFFECTIVE DATE OF REPEAL 
Repeal effective 180 days after Apr. 20, 2005, and not applicable with respect to cases 

commenced under this title before such effective date, except as otherwise provided, see 
section 1501 of Pub. L. 109–8, set out as an Effective Date of 2005 Amendment note under 
section 101 of this title. 

§305. Abstention 
(a) The court, after notice and a hearing, may dismiss a case under this title, or may suspend 

all proceedings in a case under this title, at any time if— 
(1) the interests of creditors and the debtor would be better served by such dismissal or 

suspension; or 
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(2)(A) a petition under section 1515 for recognition of a foreign proceeding has been 
granted; and 

(B) the purposes of chapter 15 of this title would be best served by such dismissal or 
suspension. 
(b) A foreign representative may seek dismissal or suspension under subsection (a)(2) of this 

section. 
(c) An order under subsection (a) of this section dismissing a case or suspending all 

proceedings in a case, or a decision not so to dismiss or suspend, is not reviewable by appeal 
or otherwise by the court of appeals under section 158(d), 1291, or 1292 of title 28 or by the 
Supreme Court of the United States under section 1254 of title 28. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2561; Pub. L. 101–650, title III, §309(a), Dec. 1, 1990, 
104 Stat. 5113; Pub. L. 102–198, §5, Dec. 9, 1991, 105 Stat. 1623; Pub. L. 109–8, title VIII, 
§802(d)(6), Apr. 20, 2005, 119 Stat. 146.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 
A principle of the common law requires a court with jurisdiction over a particular matter to 

take jurisdiction. This section recognizes that there are cases in which it would be appropriate 
for the court to decline jurisdiction. Abstention under this section, however, is of jurisdiction over 
the entire case. Abstention from jurisdiction over a particular proceeding in a case is governed 
by proposed 28 U.S.C. 1471(c). Thus, the court is permitted, if the interests of creditors and the 
debtor would be better served by dismissal of the case or suspension of all proceedings in the 
case, to so order. The court may dismiss or suspend under the first paragraph, for example, if 
an arrangement is being worked out by creditors and the debtor out of court, there is no 
prejudice to the results of creditors in that arrangement, and an involuntary case has been 
commenced by a few recalcitrant creditors to provide a basis for future threats to extract full 
payment. The less expensive out-of-court workout may better serve the interests in the case. 
Likewise, if there is pending a foreign proceeding concerning the debtor and the factors 
specified in proposed 11 U.S.C. 304(c) warrant dismissal or suspension, the court may so act. 

Subsection (b) gives a foreign representative authority to appear in the bankruptcy court to 
request dismissal or suspension. Subsection (c) makes the dismissal or suspension order 
nonreviewable by appeal or otherwise. The bankruptcy court, based on its experience and 
discretion is vested with the power of decision. 

AMENDMENTS 
2005—Subsec. (a)(2). Pub. L. 109–8 added par. (2) and struck out former par. (2) which read 

as follows: 

"(2)(A) there is pending a foreign proceeding; and 

"(B) the factors specified in section 304(c) of this title warrant such dismissal or suspension." 

1991—Subsec. (c). Pub. L. 102–198 substituted "title 28" for "this title" in two places. 

1990—Subsec. (c). Pub. L. 101–650 inserted before period at end "by the court of appeals 
under section 158(d), 1291, or 1292 of this title or by the Supreme Court of the United States 
under section 1254 of this title". 

§306. Limited appearance 
An appearance in a bankruptcy court by a foreign representative in connection with a petition 

or request under section 303 or 305 of this title does not submit such foreign representative to 
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the jurisdiction of any court in the United States for any other purpose, but the bankruptcy court 
may condition any order under section 303 or 305 of this title on compliance by such foreign 
representative with the orders of such bankruptcy court. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2561; Pub. L. 109–8, title VIII, §802(d)(5), Apr. 20, 
2005, 119 Stat. 146.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 
Section 306 permits a foreign representative that is seeking dismissal or suspension under 

section 305 of an ancillary case or that is appearing in connection with a petition under section 
303 or 304 to appear without subjecting himself to the jurisdiction of any other court in the 
United States, including State courts. The protection is necessary to allow the foreign 
representative to present his case and the case of the foreign estate, without waiving the normal 
jurisdictional rules of the foreign country. That is, creditors in this country will still have to seek 
redress against the foreign estate according to the host country's jurisdictional rules. Any other 
result would permit local creditors to obtain unfair advantage by filing an involuntary case, thus 
requiring the foreign representative to appear, and then obtaining local jurisdiction over the 
representative in connection with his appearance in this country. That kind of bankruptcy law 
would legalize an ambush technique that has frequently been rejected by the common law in 
other contexts. 

However, the bankruptcy court is permitted under section 306 to condition any relief under 
section 303, 304, or 305 on the compliance by the foreign representative with the orders of the 
bankruptcy court. The last provision is not carte blanche to the bankruptcy court to require the 
foreign representative to submit to jurisdiction in other courts contrary to the general policy of 
the section. It is designed to enable the bankruptcy court to enforce its own orders that are 
necessary to the appropriate relief granted under section 303, 304, or 305. 

AMENDMENTS 
2005—Pub. L. 109–8 struck out ", 304," after "section 303" in two places. 

§307. United States trustee 
The United States trustee may raise and may appear and be heard on any issue in any case 

or proceeding under this title but may not file a plan pursuant to section 1121(c) of this title. 
(Added Pub. L. 99–554, title II, §205(a), Oct. 27, 1986, 100 Stat. 3098.) 

STANDING AND AUTHORITY OF BANKRUPTCY ADMINISTRATOR 
Pub. L. 101–650, title III, §317(b), Dec. 1, 1990, 104 Stat. 5115, provided that: "A bankruptcy 

administrator may raise and may appear and be heard on any issue in any case under title 11, 
United States Code, but may not file a plan pursuant to section 1121(c) of such title." 

§308. Debtor reporting requirements 
(a) For purposes of this section, the term "profitability" means, with respect to a debtor, the 

amount of money that the debtor has earned or lost during current and recent fiscal periods. 
(b) A debtor in a small business case shall file periodic financial and other reports containing 

information including— 
(1) the debtor's profitability; 
(2) reasonable approximations of the debtor's projected cash receipts and cash 

disbursements over a reasonable period; 
(3) comparisons of actual cash receipts and disbursements with projections in prior reports; 
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(4) whether the debtor is— 
(A) in compliance in all material respects with postpetition requirements imposed by this 

title and the Federal Rules of Bankruptcy Procedure; and 
(B) timely filing tax returns and other required government filings and paying taxes and 

other administrative expenses when due; 
(5) if the debtor is not in compliance with the requirements referred to in paragraph (4)(A) 

or filing tax returns and other required government filings and making the payments referred 
to in paragraph (4)(B), what the failures are and how, at what cost, and when the debtor 
intends to remedy such failures; and 

(6) such other matters as are in the best interests of the debtor and creditors, and in the 
public interest in fair and efficient procedures under chapter 11 of this title. 

(Added Pub. L. 109–8, title IV, §434(a)(1), Apr. 20, 2005, 119 Stat. 111; amended Pub. L. 111–
327, §2(a)(10), Dec. 22, 2010, 124 Stat. 3558.) 

REFERENCES IN TEXT 
The Federal Rules of Bankruptcy Procedure, referred to in subsec. (b)(4)(A), are set out in 

the Appendix to this title. 

AMENDMENTS 
2010—Subsec. (b). Pub. L. 111–327, §2(a)(10)(A), substituted "debtor in a small business 

case" for "small business debtor" in introductory provisions. 

Subsec. (b)(4) to (6). Pub. L. 111–327, §2(a)(10)(B), struck out subpar. (A) designation 
before "whether the debtor" in par. (4) and redesignated cls. (i) and (ii) of former subpar. (A) as 
subpars. (A) and (B), respectively, redesignated former subpars. (B) and (C) of par. (4) as pars. 
(5) and (6), respectively, and, in par. (5), substituted "paragraph (4)(A)" for "subparagraph (A)(i)" 
and "paragraph (4)(B)" for "subparagraph (A)(ii)". 

SUBCHAPTER II—OFFICERS 
§321. Eligibility to serve as trustee 

(a) A person may serve as trustee in a case under this title only if such person is— 
(1) an individual that is competent to perform the duties of trustee and, in a case under 

chapter 7, 12, or 13 of this title, resides or has an office in the judicial district within which the 
case is pending, or in any judicial district adjacent to such district; or 

(2) a corporation authorized by such corporation's charter or bylaws to act as trustee, and, 
in a case under chapter 7, 12, or 13 of this title, having an office in at least one of such 
districts. 
(b) A person that has served as an examiner in the case may not serve as trustee in the 

case. 
(c) The United States trustee for the judicial district in which the case is pending is eligible to 

serve as trustee in the case if necessary. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2561; Pub. L. 98–353, title III, §428, July 10, 1984, 98 
Stat. 369; Pub. L. 99–554, title II, §§206, 257(c), Oct. 27, 1986, 100 Stat. 3098, 3114.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 321 indicates that an examiner may not serve as a trustee in the case. 
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SENATE REPORT NO. 95–989 
Section 321 is adapted from current Bankruptcy Act §45 [section 73 of former title 11] and 

Bankruptcy Rule 209. Subsection (a) specifies that an individual may serve as trustee in a 
bankruptcy case only if he is competent to perform the duties of trustee and resides or has an 
office in the judicial district within which the case is pending, or in an adjacent judicial district. A 
corporation must be authorized by its charter or bylaws to act as trustee, and, for chapter 7 or 
13 cases, must have an office in any of the above mentioned judicial districts. 

AMENDMENTS 
1986—Subsec. (a). Pub. L. 99–554, §257(c), inserted reference to chapter 12 in two places. 

Subsec. (c). Pub. L. 99–554, §206, added subsec. (c). 

1984—Subsec. (b). Pub. L. 98–353 substituted "the case" for "a case" after "an examiner in". 

 

§322. Qualification of trustee 
(a) Except as provided in subsection (b)(1), a person selected under section 701, 702, 703, 

1104, 1163, 1183, 1202, or 1302 of this title to serve as trustee in a case under this title qualifies 
if before seven days after such selection, and before beginning official duties, such person has 
filed with the court a bond in favor of the United States conditioned on the faithful performance 
of such official duties. 

(b)(1) The United States trustee qualifies wherever such trustee serves as trustee in a case 
under this title. 

(2) The United States trustee shall determine— 
(A) the amount of a bond required to be filed under subsection (a) of this section; and 
(B) the sufficiency of the surety on such bond. 

(c) A trustee is not liable personally or on such trustee's bond in favor of the United States for 
any penalty or forfeiture incurred by the debtor. 

(d) A proceeding on a trustee's bond may not be commenced after two years after the date 
on which such trustee was discharged. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2562; Pub. L. 98–353, title III, §429, July 10, 1984, 98 
Stat. 369; Pub. L. 99–554, title II, §§207, 257(d), Oct. 27, 1986, 100 Stat. 3098, 3114; Pub. L. 
103–394, title V, §501(d)(3), Oct. 22, 1994, 108 Stat. 4143; Pub. L. 111–16, §2(2), May 7, 2009, 
123 Stat. 1607; Pub. L. 116–54, §4(a)(3), Aug. 23, 2019, 133 Stat. 1085.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 322(a) is modified to include a trustee serving in a railroad reorganization under 

subchapter IV of chapter 11. 

SENATE REPORT NO. 95–989 
A trustee qualifies in a case by filing, within five days after selection, a bond in favor of the 

United States, conditioned on the faithful performance of his official duties. This section is 
derived from the Bankruptcy Act section 50b [section 78(b) of former title 11]. The court is 
required to determine the amount of the bond and the sufficiency of the surety on the bond. 
Subsection (c), derived from Bankruptcy Act section 50i [section 78(i) of former title 11], relieves 
the trustee from personal liability and from liability on his bond for any penalty or forfeiture 
incurred by the debtor. Subsection (d), derived from section 50m [section 78(m) of former title 
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11], fixes a two-year statute of limitations on any action on a trustee's bond. Finally, subsection 
(e) dispenses with the bonding requirement for the United States trustee. 

AMENDMENTS 
2019—Subsec. (a). Pub. L. 116–54 inserted "1183," after "1163,". 

2009—Subsec. (a). Pub. L. 111–16 substituted "seven days" for "five days". 

1994—Subsec. (a). Pub. L. 103–394 substituted "1202, or 1302" for "1302, or 1202". 

1986—Subsec. (a). Pub. L. 99–554, §257(d), inserted reference to section 1202 of this title. 

Pub. L. 99–554, §207(1), substituted "Except as provided in subsection (b)(1), a person" for 
"A person". 

Subsec. (b). Pub. L. 99–554, §207(2), amended subsec. (b) generally, adding par. (1), 
designating existing provisions as par. (2), substituting "The United States trustee" for "The 
court", "(A) the amount" for "(1) the amount", and "(B) the sufficiency" for "(2) the sufficiency". 

1984—Subsec. (b)(1). Pub. L. 98–353 inserted "required to be". 

§323. Role and capacity of trustee 
(a) The trustee in a case under this title is the representative of the estate. 
(b) The trustee in a case under this title has capacity to sue and be sued. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2562.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 
Subsection (a) of this section makes the trustee the representative of the estate. Subsection 

(b) grants the trustee the capacity to sue and to be sued. If the debtor remains in possession in 
a chapter 11 case, section 1107 gives the debtor in possession these rights of the trustee: the 
debtor in possession becomes the representative of the estate, and may sue and be sued. The 
same applies in a chapter 13 case. 

§324. Removal of trustee or examiner 
(a) The court, after notice and a hearing, may remove a trustee, other than the United States 

trustee, or an examiner, for cause. 
(b) Whenever the court removes a trustee or examiner under subsection (a) in a case under 

this title, such trustee or examiner shall thereby be removed in all other cases under this title in 
which such trustee or examiner is then serving unless the court orders otherwise. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2562; Pub. L. 99–554, title II, §208, Oct. 27, 1986, 100 
Stat. 3098.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 
This section permits the court, after notice and a hearing, to remove a trustee for cause. 

AMENDMENTS 
1986—Pub. L. 99–554 amended section generally, designating existing provisions as subsec. 

(a), substituting "a trustee, other than the United States trustee, or an examiner" for "a trustee or 
an examiner", and adding subsec. (b). 
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§325. Effect of vacancy 
A vacancy in the office of trustee during a case does not abate any pending action or 

proceeding, and the successor trustee shall be substituted as a party in such action or 
proceeding. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2562.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 
Section 325, derived from Bankruptcy Act section 46 [section 74 of former title 11] and 

Bankruptcy Rule 221(b), specifies that a vacancy in the office of trustee during a case does not 
abate any pending action or proceeding. The successor trustee, when selected and qualified, is 
substituted as a party in any pending action or proceeding. 

§326. Limitation on compensation of trustee 
(a) In a case under chapter 7 or 11, other than a case under subchapter V of chapter 11, the 

court may allow reasonable compensation under section 330 of this title of the trustee for the 
trustee's services, payable after the trustee renders such services, not to exceed 25 percent on 
the first $5,000 or less, 10 percent on any amount in excess of $5,000 but not in excess of 
$50,000, 5 percent on any amount in excess of $50,000 but not in excess of $1,000,000, and 
reasonable compensation not to exceed 3 percent of such moneys in excess of $1,000,000, 
upon all moneys disbursed or turned over in the case by the trustee to parties in interest, 
excluding the debtor, but including holders of secured claims. 

(b) In a case under subchapter V of chapter 11 or chapter 12 or 13 of this title, the court may 
not allow compensation for services or reimbursement of expenses of the United States trustee 
or of a standing trustee appointed under section 586(b) of title 28, but may allow reasonable 
compensation under section 330 of this title of a trustee appointed under section 1202(a) or 
1302(a) of this title for the trustee's services, payable after the trustee renders such services, 
not to exceed five percent upon all payments under the plan. 

(c) If more than one person serves as trustee in the case, the aggregate compensation of 
such persons for such service may not exceed the maximum compensation prescribed for a 
single trustee by subsection (a) or (b) of this section, as the case may be. 

(d) The court may deny allowance of compensation for services or reimbursement of 
expenses of the trustee if the trustee failed to make diligent inquiry into facts that would permit 
denial of allowance under section 328(c) of this title or, with knowledge of such facts, employed 
a professional person under section 327 of this title. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2562; Pub. L. 98–353, title III, §430(a), (b), July 10, 
1984, 98 Stat. 369; Pub. L. 99–554, title II, §209, Oct. 27, 1986, 100 Stat. 3098; Pub. L. 103–
394, title I, §107, Oct. 22, 1994, 108 Stat. 4111; Pub. L. 116–54, §4(a)(4), Aug. 23, 2019, 133 
Stat. 1085.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 326(a) of the House amendment modifies a provision as contained in H.R. 8200 as 

passed by the House. The percentage limitation on the fees of a trustee contained in the House 
bill is retained, but no additional percentage is specified for cases in which a trustee operates 
the business of the debtor. Section 326(b) of the Senate amendment is deleted as an 
unnecessary restatement of the limitation contained in section 326(a) as modified. The provision 
contained in section 326(a) of the Senate amendment authorizing a trustee to receive a 
maximum fee of $150 regardless of the availability of assets in the estate is deleted. It will not 
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be necessary in view of the increase in section 326(a) and the doubling of the minimum fee as 
provided in section 330(b). 

Section 326(b) of the House amendment derives from section 326(c) of H.R. 8200 as passed 
by the House. It is a conforming amendment to indicate a change with respect to the selection 
of a trustee in a chapter 13 case under section 1302(a) of title 11. 

SENATE REPORT NO. 95–989 
This section is derived in part from section 48c of the Bankruptcy Act [section 76(c) of former 

title 11]. It must be emphasized that this section does not authorize compensation of trustees. 
This section simply fixes the maximum compensation of a trustee. Proposed 11 U.S.C. 330 
authorizes and fixes the standard of compensation. Under section 48c of current law, the 
maximum limits have tended to become minimums in many cases. This section is not intended 
to be so interpreted. The limits in this section, together with the limitations found in section 330, 
are to be applied as outer limits, and not as grants or entitlements to the maximum fees 
specified. 

The maximum fee schedule is derived from section 48c(1) of the present act [section 76(c)(1) 
of former title 11], but with a change relating to the bases on which the percentage maxima are 
computed. The maximum fee schedule is based on decreasing percentages of increasing 
amounts. The amounts are the amounts of money distributed by the trustee to parties in 
interest, excluding the debtor, but including secured creditors. These amounts were last 
amended in 1952. Since then, the cost of living has approximately doubled. Thus, the bases 
were doubled. 

It should be noted that the bases on which the maximum fee is computed includes moneys 
turned over to secured creditors, to cover the situation where the trustee liquidates property 
subject to a lien and distributes the proceeds. It does not cover cases in which the trustee 
simply turns over the property to the secured creditor, nor where the trustee abandons the 
property and the secured creditor is permitted to foreclose. The provision is also subject to the 
rights of the secured creditor generally under proposed section 506, especially 506(c). The $150 
discretionary fee provision of current law is retained. 

Subsection (b) of this section entitles an operating trustee to a reasonable fee, without any 
limitation based on the maximum provided for a liquidating trustee as in current law, Bankruptcy 
Act §48c(2) [section 76(c)(2) of former title 11]. 

Subsection (c) [enacted as (b)] permits a maximum fee of five percent on all payments to 
creditors under a chapter 13 plan to the trustee appointed in the case. 

Subsection (d) [enacted as (c)] provides a limitation not found in current law. Even if more 
than one trustee serves in the case, the maximum fee payable to all trustees does not change. 
For example, if an interim trustee is appointed and an elected trustee replaces him, the 
combined total of the fees payable to the interim trustee and the permanent trustee may not 
exceed the amount specified in this section. Under current law, very often a receiver receives a 
full fee and a subsequent trustee also receives a full fee. The resultant "double-dipping", 
especially in cases in which the receiver and the trustee are the same individual, is detrimental 
to the interests of creditors, by needlessly increasing the cost of administering bankruptcy 
estates. 

Subsection (e) [enacted as (d)] permits the court to deny compensation to a trustee if the 
trustee has been derelict in his duty by employing counsel, who is not disinterested. 

AMENDMENTS 
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2019—Subsec. (a). Pub. L. 116–54, §4(a)(4)(A), inserted ", other than a case under 
subchapter V of chapter 11" after "7 or 11". 

Subsec. (b). Pub. L. 116–54, §4(a)(4)(B), inserted "subchapter V of chapter 11 or" after "In a 
case under". 

1994—Subsec. (a). Pub. L. 103–394 substituted "25 percent on the first $5,000 or less, 10 
percent on any amount in excess of $5,000 but not in excess of $50,000, 5 percent on any 
amount in excess of $50,000 but not in excess of $1,000,000, and reasonable compensation 
not to exceed 3 percent of such moneys in excess of $1,000,000" for "fifteen percent on the first 
$1,000 or less, six percent on any amount in excess of $1,000 but not in excess of $3,000, and 
three percent on any amount in excess of $3,000". 

1986—Subsec. (b). Pub. L. 99–554 amended subsec. (b) generally, substituting "under 
chapter 12 or 13 of this title" for "under chapter 13 of this title", "expenses of the United States 
trustee or of a standing trustee appointed under section 586(b) of title 28" for "expenses of a 
standing trustee appointed under section 1302(d) of this title", and "under section 1202(a) or 
1302(a) of this title" for "under section 1302(a) of this title". 

1984—Subsec. (a). Pub. L. 98–353, §430(a), substituted "and three percent on any amount 
in excess of $3000" for "three percent on any amount in excess of $3,000 but not in excess of 
$20,000, two percent on any amount in excess of $20,000 but not in excess of $50,000, and 
one percent on any amount in excess of $50,000". 

Subsec. (d). Pub. L. 98–353, §430(b), amended subsec. (d) generally. Prior to amendment, 
subsec. (d) read as follows: "The court may deny allowance of compensation for services and 
reimbursement of expenses of the trustee if the trustee— 

"(1) failed to make diligent inquiry into facts that would permit denial of allowance under 
section 328(c) of this title; or 

"(2) with knowledge of such facts, employed a professional person under section 327 of 
this title." 

§327. Employment of professional persons 
(a) Except as otherwise provided in this section, the trustee, with the court's approval, may 

employ one or more attorneys, accountants, appraisers, auctioneers, or other professional 
persons, that do not hold or represent an interest adverse to the estate, and that are 
disinterested persons, to represent or assist the trustee in carrying out the trustee's duties under 
this title. 

(b) If the trustee is authorized to operate the business of the debtor under section 721, 1202, 
or 1108 of this title, and if the debtor has regularly employed attorneys, accountants, or other 
professional persons on salary, the trustee may retain or replace such professional persons if 
necessary in the operation of such business. 

(c) In a case under chapter 7, 12, or 11 of this title, a person is not disqualified for 
employment under this section solely because of such person's employment by or 
representation of a creditor, unless there is objection by another creditor or the United States 
trustee, in which case the court shall disapprove such employment if there is an actual conflict 
of interest. 

(d) The court may authorize the trustee to act as attorney or accountant for the estate if such 
authorization is in the best interest of the estate. 

(e) The trustee, with the court's approval, may employ, for a specified special purpose, other 
than to represent the trustee in conducting the case, an attorney that has represented the 
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debtor, if in the best interest of the estate, and if such attorney does not represent or hold any 
interest adverse to the debtor or to the estate with respect to the matter on which such attorney 
is to be employed. 

(f) The trustee may not employ a person that has served as an examiner in the case. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2563; Pub. L. 98–353, title III, §430(c), July 10, 1984, 98 
Stat. 370; Pub. L. 99–554, title II, §§210, 257(e), Oct. 27, 1986, 100 Stat. 3099, 3114.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 327(a) of the House amendment contains a technical amendment indicating that 

attorneys, and perhaps other officers enumerated therein, represent, rather than assist, the 
trustee in carrying out the trustee's duties. 

Section 327(c) represents a compromise between H.R. 8200 as passed by the House and 
the Senate amendment. The provision states that former representation of a creditor, whether 
secured or unsecured, will not automatically disqualify a person from being employed by a 
trustee, but if such person is employed by the trustee, the person may no longer represent the 
creditor in connection with the case. 

Section 327(f) prevents an examiner from being employed by the trustee. 

SENATE REPORT NO. 95–989 
This section authorizes the trustee, subject to the court's approval, to employ professional 

persons, such as attorneys, accountants, appraisers, and auctioneers, to represent or perform 
services for the estate. The trustee may employ only disinterested persons that do not hold or 
represent an interest adverse to the estate. 

Subsection (b) is an exception, and authorizes the trustee to retain or replace professional 
persons that the debtor has employed if necessary in the operation of the debtor's business. 

Subsection (c) provides a professional person is not disqualified for employment solely 
because of the person's prior employment by or representation of a secured or unsecured 
creditor. 

Subsection (d) permits the court to authorize the trustee, if qualified to act as his own counsel 
or accountant. 

Subsection (e) permits the trustee, subject to the court's approval, to employ for a specified 
special purpose an attorney that has represented the debtor, if such employment is in the best 
interest of the estate and if the attorney does not hold or represent an interest adverse to the 
debtor of the estate with respect to the matter on which he is to be employed. This subsection 
does not authorize the employment of the debtor's attorney to represent the estate generally or 
to represent the trustee in the conduct of the bankruptcy case. The subsection will most likely be 
used when the debtor is involved in complex litigation, and changing attorneys in the middle of 
the case after the bankruptcy case has commenced would be detrimental to the progress of that 
other litigation. 

HOUSE REPORT NO. 95–595 
Subsection (c) is an additional exception. The trustee may employ as his counsel a 

nondisinterested person if the only reason that the attorney is not disinterested is because of his 
representation of an unsecured creditor. 

AMENDMENTS 

EXTRACT



97 
 

1986—Subsec. (b). Pub. L. 99–554, §257(e)(1), which directed the insertion of ", 1202," after 
"section 721," was executed by making the insertion after "section 721" to reflect the probable 
intent of Congress. 

Subsec. (c). Pub. L. 99–554, §257(e)(2), which directed the insertion of ", 12," after "section 
7," was executed by making the insertion after "chapter 7" to reflect the probable intent of 
Congress. 

Pub. L. 99–554, §210, inserted "or the United States trustee" after "another creditor". 

1984—Subsec. (c). Pub. L. 98–353 substituted "In a case under chapter 7 or 11 of this title, a 
person is not disqualified for employment under this section solely because of such person's 
employment by or representation of a creditor, unless there is objection by another creditor, in 
which case the court shall disapprove such employment if there is an actual conflict of interest." 
for "In a case under chapter 7 or 11 of this title, a person is not disqualified for employment 
under this section solely because of such person's employment by or representation of a 
creditor, but may not, while employed by the trustee, represent, in connection with the case, a 
creditor." 

§328. Limitation on compensation of professional persons 
(a) The trustee, or a committee appointed under section 1102 of this title, with the court's 

approval, may employ or authorize the employment of a professional person under section 327 
or 1103 of this title, as the case may be, on any reasonable terms and conditions of 
employment, including on a retainer, on an hourly basis, on a fixed or percentage fee basis, or 
on a contingent fee basis. Notwithstanding such terms and conditions, the court may allow 
compensation different from the compensation provided under such terms and conditions after 
the conclusion of such employment, if such terms and conditions prove to have been 
improvident in light of developments not capable of being anticipated at the time of the fixing of 
such terms and conditions. 

(b) If the court has authorized a trustee to serve as an attorney or accountant for the estate 
under section 327(d) of this title, the court may allow compensation for the trustee's services as 
such attorney or accountant only to the extent that the trustee performed services as attorney or 
accountant for the estate and not for performance of any of the trustee's duties that are 
generally performed by a trustee without the assistance of an attorney or accountant for the 
estate. 

(c) Except as provided in section 327(c), 327(e), or 1107(b) of this title, the court may deny 
allowance of compensation for services and reimbursement of expenses of a professional 
person employed under section 327 or 1103 of this title if, at any time during such professional 
person's employment under section 327 or 1103 of this title, such professional person is not a 
disinterested person, or represents or holds an interest adverse to the interest of the estate with 
respect to the matter on which such professional person is employed. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2563; Pub. L. 98–353, title III, §431, July 10, 1984, 98 
Stat. 370; Pub. L. 109–8, title XII, §1206, Apr. 20, 2005, 119 Stat. 194.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 328(c) adopts a technical amendment contained in the Senate amendment indicating 

that an attorney for the debtor in possession is not disqualified for compensation for services 
and reimbursement of expenses simply because of prior representation of the debtor. 

SENATE REPORT NO. 95–989 
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This section, which is parallel to section 326, fixes the maximum compensation allowable to a 
professional person employed under section 327. It authorizes the trustee, with the court's 
approval, to employ professional persons on any reasonable terms, including on a retainer, on 
an hourly or on a contingent fee basis. Subsection (a) further permits the court to allow 
compensation different from the compensation provided under the trustee's agreement if the 
prior agreement proves to have been improvident in light of development unanticipatable at the 
time of the agreement. The court's power includes the power to increase as well as decrease 
the agreed upon compensation. This provision is permissive, not mandatory, and should not be 
used by the court if to do so would violate the code of ethics of the professional involved. 

Subsection (b) limits a trustee that has been authorized to serve as his own counsel to only 
one fee for each service. The purpose of permitting the trustee to serve as his own counsel is to 
reduce costs. It is not included to provide the trustee with a bonus by permitting him to receive 
two fees for the same service or to avoid the maxima fixed in section 326. Thus, this subsection 
requires the court to differentiate between the trustee's services as trustee, and his services as 
trustee's counsel, and to fix compensation accordingly. Services that a trustee normally 
performs for an estate without assistance of counsel are to be compensated under the limits 
fixed in section 326. Only services that he performs that are normally performed by trustee's 
counsel may be compensated under the maxima imposed by this section. 

Subsection (c) permits the court to deny compensation for services and reimbursement of 
expenses if the professional person is not disinterested or if he represents or holds an interest 
adverse to the estate on the matter on which he is employed. The subsection provides a penalty 
for conflicts of interest. 

AMENDMENTS 
2005—Subsec. (a). Pub. L. 109–8 inserted "on a fixed or percentage fee basis," after "hourly 

basis,". 

1984—Subsec. (a). Pub. L. 98–353 substituted "not capable of being anticipated" for 
"unanticipatable". 

§329. Debtor's transactions with attorneys 
(a) Any attorney representing a debtor in a case under this title, or in connection with such a 

case, whether or not such attorney applies for compensation under this title, shall file with the 
court a statement of the compensation paid or agreed to be paid, if such payment or agreement 
was made after one year before the date of the filing of the petition, for services rendered or to 
be rendered in contemplation of or in connection with the case by such attorney, and the source 
of such compensation. 

(b) If such compensation exceeds the reasonable value of any such services, the court may 
cancel any such agreement, or order the return of any such payment, to the extent excessive, 
to— 

(1) the estate, if the property transferred— 
(A) would have been property of the estate; or 
(B) was to be paid by or on behalf of the debtor under a plan under chapter 11, 12, or 13 

of this title; or 
(2) the entity that made such payment. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2564; Pub. L. 98–353, title III, §432, July 10, 1984, 98 
Stat. 370; Pub. L. 99–554, title II, §257(c), Oct. 27, 1986, 100 Stat. 3114.) 

HISTORICAL AND REVISION NOTES 
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SENATE REPORT NO. 95–989 
This section, derived in large part from current Bankruptcy Act section 60d [section 96(d) of 

former title 11], requires the debtor's attorney to file with the court a statement of the 
compensation paid or agreed to be paid to the attorney for services in contemplation of and in 
connection with the case, and the source of the compensation. Payments to a debtor's attorney 
provide serious potential for evasion of creditor protection provisions of the bankruptcy laws, 
and serious potential for overreaching by the debtor's attorney, and should be subject to careful 
scrutiny. 

Subsection (b) permits the court to deny compensation to the attorney, to cancel an 
agreement to pay compensation, or to order the return of compensation paid, if the 
compensation exceeds the reasonable value of the services provided. The return of payments 
already made are generally to the trustee for the benefit of the estate. However, if the property 
would not have come into the estate in any event, the court will order it returned to the entity 
that made the payment. 

The Bankruptcy Commission recommended a provision similar to this that would have also 
permitted an examination of the debtor's transactions with insiders. S. 236, 94th Cong., 1st 
sess., sec. 4–311(b) (1975). Its exclusion here is to permit it to be dealt with by the Rules of 
Bankruptcy Procedure. It is not intended that the provision be deleted entirely, only that the 
flexibility of the rules is more appropriate for such evidentiary matters. 

AMENDMENTS 
1986—Subsec. (b)(1)(B). Pub. L. 99–554 inserted reference to chapter 12. 

1984—Subsec. (a). Pub. L. 98–353, §432(a), substituted "or" for "and" after "in contemplation 
of". 

Subsec. (b)(1). Pub. L. 98–353, §432(b), substituted "estate" for "trustee". 

EFFECTIVE DATE OF 1986 AMENDMENT 
Amendment by Pub. L. 99–554 effective 30 days after Oct. 27, 1986, but not applicable to 

cases commenced under this title before that date, see section 302(a), (c)(1) of Pub. L. 99–554, 
set out as a note under section 581 of Title 28, Judiciary and Judicial Procedure. 

EFFECTIVE DATE OF 1984 AMENDMENT 
Amendment by Pub. L. 98–353 effective with respect to cases filed 90 days after July 10, 

1984, see section 552(a) of Pub. L. 98–353, set out as a note under section 101 of this title. 

§330. Compensation of officers 
(a)(1) After notice to the parties in interest and the United States Trustee and a hearing, and 

subject to sections 326, 328, and 329, the court may award to a trustee, a consumer privacy 
ombudsman appointed under section 332, an examiner, an ombudsman appointed under 
section 333, or a professional person employed under section 327 or 1103— 

(A) reasonable compensation for actual, necessary services rendered by the trustee, 
examiner, ombudsman, professional person, or attorney and by any paraprofessional person 
employed by any such person; and 

(B) reimbursement for actual, necessary expenses. 
(2) The court may, on its own motion or on the motion of the United States Trustee, the 

United States Trustee for the District or Region, the trustee for the estate, or any other party in 
interest, award compensation that is less than the amount of compensation that is requested. 
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(3) In determining the amount of reasonable compensation to be awarded to an examiner, 
trustee under chapter 11, or professional person, the court shall consider the nature, the extent, 
and the value of such services, taking into account all relevant factors, including— 

(A) the time spent on such services; 
(B) the rates charged for such services; 
(C) whether the services were necessary to the administration of, or beneficial at the time 

at which the service was rendered toward the completion of, a case under this title; 
(D) whether the services were performed within a reasonable amount of time 

commensurate with the complexity, importance, and nature of the problem, issue, or task 
addressed; 

(E) with respect to a professional person, whether the person is board certified or otherwise 
has demonstrated skill and experience in the bankruptcy field; and 

(F) whether the compensation is reasonable based on the customary compensation 
charged by comparably skilled practitioners in cases other than cases under this title. 
(4)(A) Except as provided in subparagraph (B), the court shall not allow compensation for— 

(i) unnecessary duplication of services; or 
(ii) services that were not— 

(I) reasonably likely to benefit the debtor's estate; or 
(II) necessary to the administration of the case. 

(B) In a chapter 12 or chapter 13 case in which the debtor is an individual, the court may 
allow reasonable compensation to the debtor's attorney for representing the interests of the 
debtor in connection with the bankruptcy case based on a consideration of the benefit and 
necessity of such services to the debtor and the other factors set forth in this section. 

(5) The court shall reduce the amount of compensation awarded under this section by the 
amount of any interim compensation awarded under section 331, and, if the amount of such 
interim compensation exceeds the amount of compensation awarded under this section, may 
order the return of the excess to the estate. 

(6) Any compensation awarded for the preparation of a fee application shall be based on the 
level and skill reasonably required to prepare the application. 

(7) In determining the amount of reasonable compensation to be awarded to a trustee, the 
court shall treat such compensation as a commission, based on section 326. 

(b)(1) There shall be paid from the filing fee in a case under chapter 7 of this title $45 to the 
trustee serving in such case, after such trustee's services are rendered. 

(2) The Judicial Conference of the United States— 
(A) shall prescribe additional fees of the same kind as prescribed under section 1914(b) of 

title 28; and 
(B) may prescribe notice of appearance fees and fees charged against distributions in 

cases under this title; 
to pay $15 to trustees serving in cases after such trustees' services are rendered. Beginning 

1 year after the date of the enactment of the Bankruptcy Reform Act of 1994, such $15 shall be 
paid in addition to the amount paid under paragraph (1). 

(c) Unless the court orders otherwise, in a case under chapter 12 or 13 of this title the 
compensation paid to the trustee serving in the case shall not be less than $5 per month from 
any distribution under the plan during the administration of the plan. 

(d) In a case in which the United States trustee serves as trustee, the compensation of the 
trustee under this section shall be paid to the clerk of the bankruptcy court and deposited by the 
clerk into the United States Trustee System Fund established by section 589a of title 28. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2564; Pub. L. 98–353, title III, §§433, 434, July 10, 
1984, 98 Stat. 370; Pub. L. 99–554, title II, §§211, 257(f), Oct. 27, 1986, 100 Stat. 
3099, 3114; Pub. L. 103–394, title I, §117, title II, §224(b), Oct. 22, 1994, 108 Stat. 
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4119, 4130; Pub. L. 109–8, title II, §232(b), title IV, §§407, 415, title XI, §1104(b), Apr. 20, 2005, 
119 Stat. 74, 106, 107, 192.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 330(a) contains the standard of compensation adopted in H.R. 8200 as passed by 

the House rather than the contrary standard contained in the Senate amendment. Attorneys' 
fees in bankruptcy cases can be quite large and should be closely examined by the court. 
However bankruptcy legal services are entitled to command the same competency of counsel 
as other cases. In that light, the policy of this section is to compensate attorneys and other 
professionals serving in a case under title 11 at the same rate as the attorney or other 
professional would be compensated for performing comparable services other than in a case 
under title 11. Contrary language in the Senate report accompanying S. 2266 is rejected, 
and Massachusetts Mutual Life Insurance Company v. Brock, 405 F.2d 429, 432 (5th Cir. 1968) 
is overruled. Notions of economy of the estate in fixing fees are outdated and have no place in a 
bankruptcy code. 

Section 330(a)(2) of the Senate amendment is deleted although the Securities and Exchange 
Commission retains a right to file an advisory report under section 1109. 

Section 330(b) of the Senate amendment is deleted as unnecessary, as the limitations 
contained therein are covered by section 328(c) of H.R. 8200 as passed by the House and 
contained in the House amendment. 

Section 330(c) of the Senate amendment providing for a trustee to receive a fee of $20 for 
each estate from the filing fee paid to the clerk is retained as section 330(b) of the House 
amendment. The section will encourage private trustees to serve in cases under title 11 and in 
pilot districts will place less of a burden on the U.S. trustee to serve in no-asset cases. 

Section 330(b) of H.R. 8200 as passed by the House is retained by the House amendment as 
section 330(c) [section 15330]. 

SENATE REPORT NO. 95–989 
Section 330 authorizes the court to award compensation for services and reimbursement of 

expenses of officers of the estate, and other professionals. The compensation is to be 
reasonable, for economy in administration is the basic objective. Compensation is to be for 
actual necessary services, based on the time spent, the nature, the extent and the value of the 
services rendered, and the cost of comparable services in nonbankruptcy cases. There are the 
criteria that have been applied by the courts as analytic aids in defining "reasonable" 
compensation. 

The reference to "the cost of comparable services" in a nonbankruptcy case is not intended 
as a change of existing law. In a bankruptcy case fees are not a matter for private agreement. 
There is inherent a "public interest" that "must be considered in awarding fees," Massachusetts 
Mutual Life Insurance Co. v. Brock, 405 F.2d 429, 432 (C.A.5, 1968), cert. denied, 395 U.S. 906 
(1969). An allowance is the result of a balance struck between moderation in the interest of the 
estate and its security holders and the need to be "generous enough to encourage" lawyers and 
others to render the necessary and exacting services that bankruptcy cases often require. In re 
Yale Express System, Inc., 366 F.Supp. 1376, 1381 (S.D.N.Y. 1973). The rates for similar kinds 
of services in private employment is one element, among others, in that balance. Compensation 
in private employment noted in subsection (a) is a point of reference, not a controlling 
determinant of what shall be allowed in bankruptcy cases. 
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One of the major reforms in 1938, especially for reorganization cases, was centralized control 
over fees in the bankruptcy courts. See Brown v. Gerdes, 321 U.S. 178, 182–184 
(1944); Leiman v. Guttman, 336 U.S. 1, 4–9 (1949). It was intended to guard against a 
recurrence of "the many sordid chapters" in "the history of fees in corporate 
reorganizations." Dickinson Industrial Site, Inc. v. Cowan, 309 U.S. 382, 388 (1940). In the 
years since then the bankruptcy bar has flourished and prospered, and persons of merit and 
quality have not eschewed public service in bankruptcy cases merely because bankruptcy 
courts, in the interest of economy in administration, have not allowed them compensation that 
may be earned in the private economy of business or the professions. There is no reason to 
believe that, in generations to come, their successors will be less persuaded by the need to 
serve in the public interest because of stronger allures of private gain elsewhere. 

Subsection (a) provides for compensation of paraprofessionals in order to reduce the cost of 
administering bankruptcy cases. Paraprofessionals can be employed to perform duties which do 
not require the full range of skills of a qualified professional. Some courts have not hesitated to 
recognize paraprofessional services as compensable under existing law. An explicit provision to 
that effect is useful and constructive. 

The last sentence of subsection (a) provides that in the case of a public company—defined in 
section 1101(3)—the court shall refer, after a hearing, all applications to the Securities and 
Exchange Commission for a report, which shall be advisory only. In Chapter X cases in which 
the Commission has appeared, it generally filed reports on fee applications. Usually, courts 
have accorded the SEC's views substantial weight, as representing the opinion of a 
disinterested agency skilled and experienced in reorganization affairs. The last sentence intends 
for the advisory assistance of the Commission to be sought only in case of a public company in 
reorganization under chapter 11. 

Subsection (b) reenacts section 249 of Chapter X of the Bankruptcy Act ([former] 11 U.S.C. 
649). It is a codification of equitable principles designed to prevent fiduciaries in the case from 
engaging in the specified transactions since they are in a position to gain inside information or to 
shape or influence the course of the reorganization. Wolf v. Weinstein, 372 U.S. 633 (1963). 
The statutory bar of compensation and reimbursement is based on the principle that such 
transactions involve conflicts of interest. Private gain undoubtedly prompts the purchase or sale 
of claims or stock interests, while the fiduciary's obligation is to render loyal and disinterested 
service which his position of trust has imposed upon him. Subsection (b) extends to a trustee, 
his attorney, committees and their attorneys, or any other persons "acting in the case in a 
representative or fiduciary capacity." It bars compensation to any of the foregoing, who after 
assuming to act in such capacity has purchased or sold, directly or indirectly, claims against, or 
stock in the debtor. The bar is absolute. It makes no difference whether the transaction brought 
a gain or loss, or neither, and the court is not authorized to approve a purchase or sale, before 
or after the transaction. The exception is for an acquisition or transfer "otherwise" than by a 
voluntary purchase or sale, such as an acquisition by bequest. See Otis & Co. v. Insurance 
Bldg. Corp., 110 F.2d 333, 335 (C.A.1, 1940). 

Subsection (c) [enacted as (b)] is intended for no asset liquidation cases where minimal 
compensation for trustees is needed. The sum of $20 will be allowed in each case, which is 
double the amount provided under current law. 

HOUSE REPORT NO. 95–595 
Section 330 authorizes compensation for services and reimbursement of expenses of officers 

of the estate. It also prescribes the standards on which the amount of compensation is to be 
determined. As noted above, the compensation allowable under this section is subject to the 

EXTRACT



103 
 

maxima set out in sections 326, 328, and 329. The compensation is to be reasonable, for actual 
necessary services rendered, based on the time, the nature, the extent, and the value of the 
services rendered, and on the cost of comparable services other than in a case under the 
bankruptcy code. The effect of the last provision is to overrule In re Beverly Crest Convalescent 
Hospital, Inc., 548 F.2d 817 (9th Cir. 1976, as amended 1977), which set an arbitrary limit on 
fees payable based on the amount of a district judge's salary, and other, similar cases that 
require fees to be determined based on notions of conservation of the estate and economy of 
administration. If that case were allowed to stand, attorneys that could earn much higher 
incomes in other fields would leave the bankruptcy arena. Bankruptcy specialists, who enable 
the system to operate smoothly, efficiently, and expeditiously, would be driven elsewhere, and 
the bankruptcy field would be occupied by those who could not find other work and those who 
practice bankruptcy law only occasionally almost as a public service. Bankruptcy fees that are 
lower than fees in other areas of the legal profession may operate properly when the attorneys 
appearing in bankruptcy cases do so intermittently, because a low fee in a small segment of a 
practice can be absorbed by other work. Bankruptcy specialists, however, if required to accept 
fees in all of their cases that are consistently lower than fees they could receive elsewhere, will 
not remain in the bankruptcy field. 

This subsection provides for reimbursement of actual, necessary expenses. It further 
provides for compensation of paraprofessionals employed by professional persons employed by 
the estate of the debtor. The provision is included to reduce the cost of administering 
bankruptcy cases. In nonbankruptcy areas, attorneys are able to charge for a paraprofessional's 
time on an hourly basis, and not include it in overhead. If a similar practice does not pertain in 
bankruptcy cases then the attorney will be less inclined to use paraprofessionals even where 
the work involved could easily be handled by an attorney's assistant, at much lower cost to the 
estate. This provision is designed to encourage attorneys to use paraprofessional assistance 
where possible, and to insure that the estate, not the attorney, will bear the cost, to the benefit 
of both the estate and the attorneys involved. 

REFERENCES IN TEXT 
The date of the enactment of the Bankruptcy Reform Act of 1994, referred to in subsec. 

(b)(2), is the date of enactment of Pub. L. 103–394, which was approved Oct. 22, 1994. 

AMENDMENTS 
2005—Subsec. (a)(1). Pub. L. 109–8, §1104(b)(1), inserted "an ombudsman appointed under 

section 333, or" before "a professional person" in introductory provisions. 

Pub. L. 109–8, §232(b), inserted "a consumer privacy ombudsman appointed under section 
332," before "an examiner" in introductory provisions. 

Subsec. (a)(1)(A). Pub. L. 109–8, §1104(b)(2), inserted "ombudsman," before "professional 
person". 

Subsec. (a)(3). Pub. L. 109–8, §407(1), in introductory provisions, substituted "In" for "(A) In" 
and inserted "to an examiner, trustee under chapter 11, or professional person" after "awarded". 

Subsec. (a)(3)(E), (F). Pub. L. 109–8, §415, added subpar. (E) and redesignated former 
subpar. (E) as (F). 

Subsec. (a)(7). Pub. L. 109–8, §407(2), added par. (7). 

1994—Subsec. (a). Pub. L. 103–394, §224(b), amended subsec. (a) generally. Prior to 
amendment, subsec. (a) read as follows: "After notice to any parties in interest and to the United 
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CHAPTER 5—CREDITORS, THE DEBTOR, AND THE ESTATE 
SUBCHAPTER I—CREDITORS AND CLAIMS 

Sec. 
501. Filing of proofs of claims or interests. 
502. Allowance of claims or interests. 
503. Allowance of administrative expenses. 
504. Sharing of compensation. 
505. Determination of tax liability. 
506. Determination of secured status. 
507. Priorities. 
508. Effect of distribution other than under this title. 
509. Claims of codebtors. 
510. Subordination. 
511. Rate of interest on tax claims. 

         

SUBCHAPTER II—DEBTOR'S DUTIES AND BENEFITS 
521. Debtor's duties. 
522. Exemptions. 
523. Exceptions to discharge. 
524. Effect of discharge. 
525. Protection against discriminatory treatment. 
526. Restrictions on debt relief agencies. 
527. Disclosures. 
528. Requirements for debt relief agencies. 

         

SUBCHAPTER III—THE ESTATE 
541. Property of the estate. 
542. Turnover of property to the estate. 
543. Turnover of property by a custodian. 
544. Trustee as lien creditor and as successor to certain creditors and purchasers. 
545. Statutory liens. 
546. Limitations on avoiding powers. 
547. Preferences. 
548. Fraudulent transfers and obligations. 
549. Postpetition transactions. 
550. Liability of transferee of avoided transfer. 
551. Automatic preservation of avoided transfer. 
552. Postpetition effect of security interest. 
553. Setoff. 
554. Abandonment of property of the estate. 
555. Contractual right to liquidate, terminate, or accelerate a securities contract. 
556. Contractual right to liquidate, terminate, or accelerate a commodities contract or forward 
contract. 
557. Expedited determination of interests in, and abandonment or other disposition of grain 
assets. 
558. Defenses of the estate. 
559. Contractual right to liquidate, terminate, or accelerate a repurchase agreement. 
560. Contractual right to liquidate, terminate, or accelerate a swap agreement. 
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561. Contractual right to terminate, liquidate, accelerate, or offset under a master netting 
agreement and across contracts; proceedings under chapter 15. 
562. Timing of damage measure in connection with swap agreements, securities contracts, 
forward contracts, commodity contracts, repurchase agreements, and master netting 
agreements. 

         

AMENDMENTS 
2010—Pub. L. 111–327, §2(a)(50), Dec. 22, 2010, 124 Stat. 3562, substituted "and master 

netting agreements" for "or master netting agreements" in item 562. 

2005—Pub. L. 109–8, title II, §§227(b), 228(b), 229(b), title VII, §704(b), title IX, §§907(k)(2), 
(p)(1), 910(a)(2), Apr. 20, 2005, 119 Stat. 69, 71, 72, 126, 181, 182, 184, added items 511, 526 
to 528, 561 and 562 and substituted "Contractual right to liquidate, terminate, or accelerate a 
securities contract" for "Contractual right to liquidate a securities contract" in item 555, 
"Contractual right to liquidate, terminate, or accelerate a commodities contract or forward 
contract" for "Contractual right to liquidate a commodity contract or forward contract" in item 
556, "Contractual right to liquidate, terminate, or accelerate a repurchase agreement" for 
"Contractual right to liquidate a repurchase agreement" in item 559, and "Contractual right to 
liquidate, terminate, or accelerate a swap agreement" for "Contractual right to terminate a swap 
agreement" in item 560. 

1990—Pub. L. 101–311, title I, §106(b), June 25, 1990, 104 Stat. 268, added item 560. 

1986—Pub. L. 99–554, title II, §283(q), Oct. 27, 1986, 100 Stat. 3118, amended items 557 to 
559 generally, substituting "interests in, and abandonment or other disposition of grain assets" 
for "in and disposition of grain" in item 557. 

1984—Pub. L. 98–353, title III, §§352(b), 396(b), 470(b), July 10, 1984, 98 Stat. 
361, 366, 380, added items 557, 558, and 559. 

1982—Pub. L. 97–222, §6(b), July 27, 1982, 96 Stat. 237, added items 555 and 556. 

SUBCHAPTER I—CREDITORS AND CLAIMS 
§501. Filing of proofs of claims or interests 

(a) A creditor or an indenture trustee may file a proof of claim. An equity security holder may 
file a proof of interest. 

(b) If a creditor does not timely file a proof of such creditor's claim, an entity that is liable to 
such creditor with the debtor, or that has secured such creditor, may file a proof of such claim. 

(c) If a creditor does not timely file a proof of such creditor's claim, the debtor or the trustee 
may file a proof of such claim. 

(d) A claim of a kind specified in section 502(e)(2), 502(f), 502(g), 502(h) or 502(i) of this title 
may be filed under subsection (a), (b), or (c) of this section the same as if such claim were a 
claim against the debtor and had arisen before the date of the filing of the petition. 

(e) A claim arising from the liability of a debtor for fuel use tax assessed consistent with the 
requirements of section 31705 of title 49 may be filed by the base jurisdiction designated 
pursuant to the International Fuel Tax Agreement (as defined in section 31701 of title 49) and, if 
so filed, shall be allowed as a single claim. 
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(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2578; Pub. L. 98–353, title III, §444, July 10, 1984, 98 
Stat. 373; Pub. L. 109–8, title VII, §702, Apr. 20, 2005, 119 Stat. 125.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
The House amendment adopts section 501(b) of the Senate amendment leaving the Rules of 

Bankruptcy Procedure free to determine where a proof of claim must be filed. 

Section 501(c) expands language contained in section 501(c) of the House bill and Senate 
amendment to permit the debtor to file a proof of claim if a creditor does not timely file a proof of 
the creditor's claim in a case under title 11. 

The House amendment deletes section 501(e) of the Senate amendment as a matter to be 
left to the rules of bankruptcy procedure. It is anticipated that the rules will enable governmental 
units, like other creditors, to have a reasonable time to file proofs of claim in bankruptcy cases. 

For purposes of section 501, a proof of "interest" includes the interest of a general or limited 
partner in a partnership, the interest of a proprietor in a sole proprietorship, or the interest of a 
common or preferred stockholder in a corporation. 

SENATE REPORT NO. 95–989 
This section governs the means by which creditors and equity security holders present their 

claims or interests to the court. Subsection (a) permits a creditor to file a proof of claim or 
interest. An indenture trustee representing creditors may file a proof of claim on behalf of the 
creditors he represents. 

This subsection is permissive only, and does not require filing of a proof of claim by any 
creditor. It permits filing where some purpose would be served, such as where a claim that 
appears on a list filed under proposed 11 U.S.C. 924 or 1111 was incorrectly stated or listed as 
disputed, contingent, or unliquidated, where a creditor with a lien is undersecured and asserts a 
claim for the balance of the debt owed him (his unsecured claim, as determined under proposed 
11 U.S.C. 506(a)), or in a liquidation case where there will be a distribution of assets to the 
holders of allowed claims. In other instances, such as in no-asset liquidation cases, in situations 
where a secured creditor does not assert any claim against the estate and a determination of 
his claim is not made under proposed 11 U.S.C. 506, or in situations where the claim asserted 
would be subordinated and the creditor would not recover from the estate in any event, filing of 
a proof of claim may simply not be necessary. The Rules of Bankruptcy Procedure and practice 
under the law will guide creditors as to when filing is necessary and when it may be dispensed 
with. In general, however, unless a claim is listed in a chapter 9 or chapter 11 case and allowed 
as a result of the list, a proof of claim will be a prerequisite to allowance for unsecured claims, 
including priority claims and the unsecured portion of a claim asserted by the holder of a lien. 

The Rules of Bankruptcy Procedure will set the time limits, the form, and the procedure for 
filing, which will determine whether claims are timely or tardily filed. The rules governing time 
limits for filing proofs of claims will continue to apply under section 405(d) of the bill. These 
provide a 6-month-bar date for the filing of tax claims. 

Subsection (b) permits a codebtor, surety, or guarantor to file a proof of claim on behalf of the 
creditor to which he is liable if the creditor does not timely file a proof of claim. 

In liquidation and individual repayment plan cases, the trustee or the debtor may file a proof 
of claim under subsection (c) if the creditor does not timely file. The purpose of this subsection 
is mainly to protect the debtor if the creditor's claim is nondischargeable. If the creditor does not 
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file, there would be no distribution on the claim, and the debtor would have a greater debt to 
repay after the case is closed than if the claim were paid in part or in full in the case or under the 
plan. 

Subsection (d) governs the filing of claims of the kind specified in subsections (f), (g), (h), (i), 
or (j) of proposed 11 U.S.C. 502. The separation of this provision from the other claim-filing 
provisions in this section is intended to indicate that claims of the kind specified, which do not 
become fixed or do not arise until after the commencement of the case, must be treated 
differently for filing purposes such as the bar date for filing claims. The rules will provide for later 
filing of claims of these kinds. 

Subsection (e) gives governmental units (including tax authorities) at least six months 
following the date for the first meeting of creditors in a chapter 7 or chapter 13 case within which 
to file proof of claims. 

AMENDMENTS 
2005—Subsec. (e). Pub. L. 109–8 added subsec. (e). 

1984—Subsec. (d). Pub. L. 98–353 inserted "502(e)(2),". 

CHILD SUPPORT CREDITORS OR THEIR REPRESENTATIVES; APPEARANCE BEFORE COURT 
Pub. L. 103–394, title III, §304(g), Oct. 22, 1994, 108 Stat. 4134, provided that: "Child support 

creditors or their representatives shall be permitted to appear and intervene without charge, and 
without meeting any special local court rule requirement for attorney appearances, in any 
bankruptcy case or proceeding in any bankruptcy court or district court of the United States if 
such creditors or representatives file a form in such court that contains information detailing the 
child support debt, its status, and other characteristics." 

§502. Allowance of claims or interests 
(a) A claim or interest, proof of which is filed under section 501 of this title, is deemed 

allowed, unless a party in interest, including a creditor of a general partner in a partnership that 
is a debtor in a case under chapter 7 of this title, objects. 

(b) Except as provided in subsections (e)(2), (f), (g), (h) and (i) of this section, if such 
objection to a claim is made, the court, after notice and a hearing, shall determine the amount of 
such claim in lawful currency of the United States as of the date of the filing of the petition, and 
shall allow such claim in such amount, except to the extent that— 

(1) such claim is unenforceable against the debtor and property of the debtor, under any 
agreement or applicable law for a reason other than because such claim is contingent or 
unmatured; 

(2) such claim is for unmatured interest; 
(3) if such claim is for a tax assessed against property of the estate, such claim exceeds 

the value of the interest of the estate in such property; 
(4) if such claim is for services of an insider or attorney of the debtor, such claim exceeds 

the reasonable value of such services; 
(5) such claim is for a debt that is unmatured on the date of the filing of the petition and that 

is excepted from discharge under section 523(a)(5) of this title; 
(6) if such claim is the claim of a lessor for damages resulting from the termination of a 

lease of real property, such claim exceeds— 
(A) the rent reserved by such lease, without acceleration, for the greater of one year, or 

15 percent, not to exceed three years, of the remaining term of such lease, following the 
earlier of— 

(i) the date of the filing of the petition; and  
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(ii) the date on which such lessor repossessed, or the lessee surrendered, the leased 
property; plus 
(B) any unpaid rent due under such lease, without acceleration, on the earlier of such 

dates; 
(7) if such claim is the claim of an employee for damages resulting from the termination of 

an employment contract, such claim exceeds— 
(A) the compensation provided by such contract, without acceleration, for one year 

following the earlier of— 
(i) the date of the filing of the petition; or 
(ii) the date on which the employer directed the employee to terminate, or such 

employee terminated, performance under such contract; plus 
(B) any unpaid compensation due under such contract, without acceleration, on the 

earlier of such dates; 
(8) such claim results from a reduction, due to late payment, in the amount of an otherwise 

applicable credit available to the debtor in connection with an employment tax on wages, 
salaries, or commissions earned from the debtor; or 

(9) proof of such claim is not timely filed, except to the extent tardily filed as permitted 
under paragraph (1), (2), or (3) of section 726(a) of this title or under the Federal Rules of 
Bankruptcy Procedure, except that a claim of a governmental unit shall be timely filed if it is 
filed before 180 days after the date of the order for relief or such later time as the Federal 
Rules of Bankruptcy Procedure may provide, and except that in a case under chapter 13, a 
claim of a governmental unit for a tax with respect to a return filed under section 1308 shall 
be timely if the claim is filed on or before the date that is 60 days after the date on which such 
return was filed as required. 
(c) There shall be estimated for purpose of allowance under this section— 

(1) any contingent or unliquidated claim, the fixing or liquidation of which, as the case may 
be, would unduly delay the administration of the case; or 

(2) any right to payment arising from a right to an equitable remedy for breach of 
performance. 
(d) Notwithstanding subsections (a) and (b) of this section, the court shall disallow any claim 

of any entity from which property is recoverable under section 542, 543, 550, or 553 of this title 
or that is a transferee of a transfer avoidable under section 522(f), 522(h), 544, 545, 547, 548, 
549, or 724(a) of this title, unless such entity or transferee has paid the amount, or turned over 
any such property, for which such entity or transferee is liable under section 522(i), 542, 543, 
550, or 553 of this title. 

(e)(1) Notwithstanding subsections (a), (b), and (c) of this section and paragraph (2) of this 
subsection, the court shall disallow any claim for reimbursement or contribution of an entity that 
is liable with the debtor on or has secured the claim of a creditor, to the extent that— 

(A) such creditor's claim against the estate is disallowed; 
(B) such claim for reimbursement or contribution is contingent as of the time of allowance 

or disallowance of such claim for reimbursement or contribution; or 
(C) such entity asserts a right of subrogation to the rights of such creditor under section 

509 of this title. 
(2) A claim for reimbursement or contribution of such an entity that becomes fixed after the 

commencement of the case shall be determined, and shall be allowed under subsection (a), (b), 
or (c) of this section, or disallowed under subsection (d) of this section, the same as if such 
claim had become fixed before the date of the filing of the petition. 

(f) In an involuntary case, a claim arising in the ordinary course of the debtor's business or 
financial affairs after the commencement of the case but before the earlier of the appointment of 
a trustee and the order for relief shall be determined as of the date such claim arises, and shall 
be allowed under subsection (a), (b), or (c) of this section or disallowed under subsection (d) or 
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(e) of this section, the same as if such claim had arisen before the date of the filing of the 
petition. 

(g)(1) A claim arising from the rejection, under section 365 of this title or under a plan under 
chapter 9, 11, 12, or 13 of this title, of an executory contract or unexpired lease of the debtor 
that has not been assumed shall be determined, and shall be allowed under subsection (a), (b), 
or (c) of this section or disallowed under subsection (d) or (e) of this section, the same as if such 
claim had arisen before the date of the filing of the petition. 

(2) A claim for damages calculated in accordance with section 562 shall be allowed under 
subsection (a), (b), or (c), or disallowed under subsection (d) or (e), as if such claim had arisen 
before the date of the filing of the petition. 

(h) A claim arising from the recovery of property under section 522, 550, or 553 of this title 
shall be determined, and shall be allowed under subsection (a), (b), or (c) of this section, or 
disallowed under subsection (d) or (e) of this section, the same as if such claim had arisen 
before the date of the filing of the petition. 

(i) A claim that does not arise until after the commencement of the case for a tax entitled to 
priority under section 507(a)(8) of this title shall be determined, and shall be allowed under 
subsection (a), (b), or (c) of this section, or disallowed under subsection (d) or (e) of this section, 
the same as if such claim had arisen before the date of the filing of the petition. 

(j) A claim that has been allowed or disallowed may be reconsidered for cause. A 
reconsidered claim may be allowed or disallowed according to the equities of the case. 
Reconsideration of a claim under this subsection does not affect the validity of any payment or 
transfer from the estate made to a holder of an allowed claim on account of such allowed claim 
that is not reconsidered, but if a reconsidered claim is allowed and is of the same class as such 
holder's claim, such holder may not receive any additional payment or transfer from the estate 
on account of such holder's allowed claim until the holder of such reconsidered and allowed 
claim receives payment on account of such claim proportionate in value to that already received 
by such other holder. This subsection does not alter or modify the trustee's right to recover from 
a creditor any excess payment or transfer made to such creditor. 

(k)(1) The court, on the motion of the debtor and after a hearing, may reduce a claim filed 
under this section based in whole on an unsecured consumer debt by not more than 20 percent 
of the claim, if— 

(A) the claim was filed by a creditor who unreasonably refused to negotiate a reasonable 
alternative repayment schedule proposed on behalf of the debtor by an approved nonprofit 
budget and credit counseling agency described in section 111; 

(B) the offer of the debtor under subparagraph (A)—  
(i) was made at least 60 days before the date of the filing of the petition; and 
(ii) provided for payment of at least 60 percent of the amount of the debt over a period 

not to exceed the repayment period of the loan, or a reasonable extension thereof; and 
(C) no part of the debt under the alternative repayment schedule is nondischargeable. 

(2) The debtor shall have the burden of proving, by clear and convincing evidence, that— 
(A) the creditor unreasonably refused to consider the debtor's proposal; and 
(B) the proposed alternative repayment schedule was made prior to expiration of the 60-

day period specified in paragraph (1)(B)(i). 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2579; Pub. L. 98–353, title III, §445, July 10, 1984, 98 
Stat. 373; Pub. L. 99–554, title II, §§257(j), 283(f), Oct. 27, 1986, 100 Stat. 3115, 3117; Pub. L. 
103–394, title II, §213(a), title III, §304(h)(1), Oct. 22, 1994, 108 Stat. 4125, 4134; Pub. L. 109–
8, title II, §201(a), title VII, §716(d), title IX, §910(b), Apr. 20, 2005, 119 Stat. 42, 130, 184.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
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The House amendment adopts a compromise position in section 502(a) between H.R. 8200, 
as passed by the House, and the Senate amendment. Section 502(a) has been modified to 
make clear that a party in interest includes a creditor of a partner in a partnership that is a 
debtor under chapter 7. Since the trustee of the partnership is given an absolute claim against 
the estate of each general partner under section 723(c), creditors of the partner must have 
standing to object to claims against the partnership at the partnership level because no 
opportunity will be afforded at the partner's level for such objection. 

The House amendment contains a provision in section 502(b)(1) that requires disallowance of 
a claim to the extent that such claim is unenforceable against the debtor and unenforceable 
against property of the debtor. This is intended to result in the disallowance of any claim for 
deficiency by an undersecured creditor on a non-recourse loan or under a State antideficiency 
law, special provision for which is made in section 1111, since neither the debtor personally, nor 
the property of the debtor is liable for such a deficiency. Similarly claims for usurious interest or 
which could be barred by an agreement between the creditor and the debtor would be 
disallowed. 

Section 502(b)(7)(A) represents a compromise between the House bill and the Senate 
amendment. The House amendment takes the provision in H.R. 8200 as passed by the House 
of Representatives but increases the percentage from 10 to 15 percent. 

As used in section 502(b)(7), the phrase "lease of real property" applies only to a "true" or 
"bona fide" lease and does not apply to financing leases of real property or interests therein, or 
to leases of such property which are intended as security. 

Historically, the limitation on allowable claims of lessors of real property was based on two 
considerations. First, the amount of the lessor's damages on breach of a real estate lease was 
considered contingent and difficult to prove. Partly for this reason, claims of a lessor of real 
estate were not provable prior to the 1934 amendments, to the Bankruptcy Act [former title 11]. 
Second, in a true lease of real property, the lessor retains all risks and benefits as to the value 
of the real estate at the termination of the lease. Historically, it was, therefore, considered 
equitable to limit the claims of real estate lessor. 

However, these considerations are not present in "lease financing" transactions where, in 
substance, the "lease" involves a sale of the real estate and the rental payments are in 
substance the payment of principal and interest on a secured loan or sale. In a financing lease 
the lessor is essentially a secured or unsecured creditor (depending upon whether his interest is 
perfected or not) of the debtor, and the lessor's claim should not be subject to the 502(b)(7) 
limitation. Financing "leases" are in substance installment sales or loans. The "lessors" are 
essentially sellers or lenders and should be treated as such for purposes of the bankruptcy law. 

Whether a "lease" is true or bona fide lease or, in the alternative a financing "lease" or a lease 
intended as security, depends upon the circumstances of each case. The distinction between a 
true lease and a financing transaction is based upon the economic substance of the transaction 
and not, for example, upon the locus of title, the form of the transaction or the fact that the 
transaction is denominated as a "lease." The fact that the lessee, upon compliance with the 
terms of the lease, becomes or has the option to become the owner of the leased property for 
no additional consideration or for nominal consideration indicates that the transaction is a 
financing lease or lease intended as security. In such cases, the lessor has no substantial 
interest in the leased property at the expiration of the lease term. In addition, the fact that the 
lessee assumes and discharges substantially all the risks and obligations ordinarily attributed to 
the outright ownership of the property is more indicative of a financing transaction than of a true 
lease. The rental payments in such cases are in substance payments of principal and interest 
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either on a loan secured by the leased real property or on the purchase of the leased real 
property. See, e.g., Financial Accounting Standards Board Statement No. 13 and SEC Reg. S–
X, 17 C.F.R. sec. 210.3–16(q) (1977); cf. First National Bank of Chicago v. Irving Trust Co., 74 
F.2d 263 (2nd Cir. 1934); and Albenda and Lief, "Net Lease Financing Transactions Under the 
Proposed Bankruptcy Act of 1973," 30 Business Lawyer, 713 (1975). 

Section 502(c) of the House amendment presents a compromise between similar provisions 
contained in the House bill and the Senate amendment. The compromise language is consistent 
with an amendment to the definition of "claim" in section 104(4)(B) of the House amendment 
and requires estimation of any right to an equitable remedy for breach of performance if such 
breach gives rise to a right to payment. To the extent language in the House and Senate reports 
indicate otherwise, such language is expressly overruled. 

Section 502(e) of the House amendment contains language modifying a similar section in the 
House bill and Senate amendment. Section 502(e)(1) states the general rule requiring the court 
to disallow any claim for reimbursement or contribution of an entity that is liable with the debtor 
on, or that has secured, the claim of a creditor to any extent that the creditor's claim against the 
estate is disallowed. This adopts a policy that a surety's claim for reimbursement or contribution 
is entitled to no better status than the claim of the creditor assured by such surety. Section 
502(e)(1)(B) alternatively disallows any claim for reimbursement or contribution by a surety to 
the extent such claim is contingent as of the time of allowance. Section 502(e)(2) is clear that to 
the extent a claim for reimbursement or contribution becomes fixed after the commencement of 
the case that it is to be considered a prepetition claim for purposes of allowance. The combined 
effect of sections 502(e)(1)(B) and 502(e)(2) is that a surety or codebtor is generally permitted a 
claim for reimbursement or contribution to the extent the surety or codebtor has paid the 
assured party at the time of allowance. Section 502(e)(1)(C) alternatively indicates that a claim 
for reimbursement or contribution of a surety or codebtor is disallowed to the extent the surety 
or codebtor requests subrogation under section 509 with respect to the rights of the assured 
party. Thus, the surety or codebtor has a choice; to the extent a claim for contribution or 
reimbursement would be advantageous, such as in the case where such a claim is secured, a 
surety or codebtor may opt for reimbursement or contribution under section 502(e). On the other 
hand, to the extent the claim for such surety or codebtor by way of subrogation is more 
advantageous, such as where such claim is secured, the surety may elect subrogation under 
section 509. 

The section changes current law by making the election identical in all other respects. To the 
extent a creditor's claim is satisfied by a surety or codebtor, other creditors should not benefit by 
the surety's inability to file a claim against the estate merely because such surety or codebtor 
has failed to pay such creditor's claim in full. On the other hand, to the extent the creditor's claim 
against the estate is otherwise disallowed, the surety or codebtor should not be entitled to 
increased rights by way of reimbursement or contribution, to the detriment of competing claims 
of other unsecured creditors, than would be realized by way of subrogation. 

While the foregoing scheme is equitable with respect to other unsecured creditors of the 
debtor, it is desirable to preserve present law to the extent that a surety or codebtor is not 
permitted to compete with the creditor he has assured until the assured party's claim has paid in 
full. Accordingly, section 509(c) of the House amendment subordinates both a claim by way of 
subrogation or a claim for reimbursement or contribution of a surety or codebtor to the claim of 
the assured party until the assured party's claim is paid in full. 
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Section 502(h) of the House amendment expands similar provisions contained in the House 
bill and the Senate amendment to indicate that any claim arising from the recovery of property 
under section 522(i), 550, or 553 shall be determined as though it were a prepetition claim. 

Section 502(i) of the House amendment adopts a provision contained in section 502(j) of H.R. 
8200 as passed by the House but that was not contained in the Senate amendment. 

Section 502(i) of H.R. 8200 as passed by the House, but was not included in the Senate 
amendment, is deleted as a matter to be left to the bankruptcy tax bill next year. 

The House amendment deletes section 502(i) of the Senate bill but adopts the policy of that 
section to a limited extent for confirmation of a plan of reorganization in section 1111(b) of the 
House amendment. 

Section 502(j) of the House amendment is new. The provision codifies section 57k of the 
Bankruptcy Act [section 93(k) of former title 11]. 

Allowance of Claims or Interest: The House amendment adopts section 502(b)(9) of the 
House bill which disallows any tax claim resulting from a reduction of the Federal 
Unemployment Tax Act (FUTA) credit (sec. 3302 of the Internal Revenue Code [26 U.S.C. 
3302]) on account of a tardy contribution to a State unemployment fund if the contribution is 
attributable to ways or other compensation paid by the debtor before bankruptcy. The Senate 
amendment allowed this reduction, but would have subordinated it to other claims in the 
distribution of the estate's assets by treating it as a punitive (nonpecuniary loss) penalty. The 
House amendment would also not bar reduction of the FUTA credit on account of a trustee's 
late payment of a contribution to a State unemployment fund if the contribution was attributable 
to a trustee's payment of compensation earned from the estate. 

Section 511 of the Senate amendment is deleted. Its substance is adopted in section 
502(b)(9) of the House amendment which reflects an identical provision contained in H.R. 8200 
as passed by the House. 

SENATE REPORT NO. 95–989 
A proof of claim or interest is prima facie evidence of the claim or interest. Thus, it is allowed 

under subsection (a) unless a party in interest objects. The rules and case law will determine 
who is a party in interest for purposes of objection to allowance. The case law is well developed 
on this subject today. As a result of the change in the liability of a general partner's estate for 
the debts of this partnership, see proposed 11 U.S.C. 723, the category of persons that are 
parties in interest in the partnership case will be expanded to include a creditor of a partner 
against whose estate the trustee of the partnership estate may proceed under proposed 11 
U.S.C. 723(c). 

Subsection (b) prescribes the grounds on which a claim may be disallowed. The court will 
apply these standards if there is an objection to a proof of claim. The burden of proof on the 
issue of allowance is left to the Rules of Bankruptcy Procedure. Under the current chapter XIII 
rules, a creditor is required to prove that his claim is free from usury, rule 13–301. It is expected 
that the rules will make similar provision for both liquidation and individual repayment plan 
cases. See Bankruptcy Act §656(b) [section 1056(b) of former title 11]; H.R. 31, 94th Cong., 1st 
sess., sec. 6–104(a) (1975). 

Paragraph (1) requires disallowance if the claim is unenforceable against the debtor for any 
reason (such as usury, unconscionability, or failure of consideration) other than because it is 
contingent or unmatured. All such contingent or unmatured claims are to be liquidated by the 
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bankruptcy court in order to afford the debtor complete bankruptcy relief; these claims are 
generally not provable under present law. 

Paragraph (2) requires disallowance to the extent that the claim is for unmatured interest as 
of the date of the petition. Whether interest is matured or unmatured on the date of bankruptcy 
is to be determined without reference to any ipso facto or bankruptcy clause in the agreement 
creating the claim. Interest disallowed under this paragraph includes postpetition interest that is 
not yet due and payable, and any portion of prepaid interest that represents an original 
discounting of the claim, yet that would not have been earned on the date of bankruptcy. For 
example, a claim on a $1,000 note issued the day before bankruptcy would only be allowed to 
the extent of the cash actually advanced. If the original discount was 10 percent so that the cash 
advanced was only $900, then notwithstanding the face amount of note, only $900 would be 
allowed. If $900 was advanced under the note some time before bankruptcy, the interest 
component of the note would have to be prorated and disallowed to the extent it was for interest 
after the commencement of the case. 

Section 502(b) thus contains two principles of present law. First, interest stops accruing at the 
date of the filing of the petition, because any claim for unmatured interest is disallowed under 
this paragraph. Second, bankruptcy operates as the acceleration of the principal amount of all 
claims against the debtor. One unarticulated reason for this is that the discounting factor for 
claims after the commencement of the case is equivalent to contractual interest rate on the 
claim. Thus, this paragraph does not cause disallowance of claims that have not been 
discounted to a present value because of the irrebuttable presumption that the discounting rate 
and the contractual interest rate (even a zero interest rate) are equivalent. 

Paragraph (3) requires disallowance of a claim to the extent that the creditor may offset the 
claim against a debt owing to the debtor. This will prevent double recovery, and permit the claim 
to be filed only for the balance due. This follows section 68 of the Bankruptcy Act [section 108 of 
former title 11]. 

Paragraph (4) requires disallowance of a property tax claim to the extent that the tax due 
exceeds the value of the property. This too follows current law to the extent the property tax is 
ad valorem. 

Paragraph (5) prevents overreaching by the debtor's attorneys and concealing of assets by 
debtors. It permits the court to examine the claim of a debtor's attorney independently of any 
other provision of this subsection, and to disallow it to the extent that it exceeds the reasonable 
value of the attorneys' services. 

Postpetition alimony, maintenance or support claims are disallowed under paragraph (6). 
They are to be paid from the debtor's postpetition property, because the claims are 
nondischargeable. 

Paragraph (7), derived from current law, limits the damages allowable to a landlord of the 
debtor. The history of this provision is set out at length in Oldden v. Tonto Realty Co., 143 F.2d 
916 (2d Cir. 1944). It is designed to compensate the landlord for his loss while not permitting a 
claim so large (based on a long-term lease) as to prevent other general unsecured creditors 
from recovering a dividend from the estate. The damages a landlord may assert from 
termination of a lease are limited to the rent reserved for the greater of one year or ten percent 
of the remaining lease term, not to exceed three years, after the earlier of the date of the filing of 
the petition and the date of surrender or repossession in a chapter 7 case and 3 years lease 
payments in a chapter 9, 11, or 13 case. The sliding scale formula for chapter 7 cases is new 
and designed to protect the long-term lessor. This subsection does not apply to limit 
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administrative expense claims for use of the leased premises to which the landlord is otherwise 
entitled. 

This paragraph will not overrule Oldden, or the proposition for which it has been read to 
stand: To the extent that a landlord has a security deposit in excess of the amount of his claim 
allowed under this paragraph, the excess comes into the estate. Moreover, his allowed claim is 
for his total damages, as limited by this paragraph. By virtue of proposed 11 U.S.C. 506(a) and 
506(d), the claim will be divided into a secured portion and an unsecured portion in those cases 
in which the deposit that the landlord holds is less than his damages. As under Oldden, he will 
not be permitted to offset his actual damages against his security deposit and then claim for the 
balance under this paragraph. Rather, his security deposit will be applied in satisfaction of the 
claim that is allowed under this paragraph. 

As used in section 502(b)(7), the phrase "lease of real property" applies only to a "true" or 
"bona fide" lease and does not apply to financing leases of real property or interests therein, or 
to leases of such property which are intended as security. 

Historically, the limitation on allowable claims of lessors of real property was based on two 
considerations. First, the amount of the lessors damages on breach of a real estate lease was 
considered contingent and difficult to prove. Partly for this reason, claims of a lessor of real 
estate were not provable prior to the 1934 amendments to the Bankruptcy Act [former title 11]. 
Second, in a true lease of real property, the lessor retains all risk and benefits as to the value of 
the real estate at the termination of the lease. Historically, it was, therefore, considered 
equitable to limit the claims of a real estate lessor. 

However, these considerations are not present in "lease financing" transactions where, in 
substance, the "lease" involves a sale of the real estate and the rental payments are in 
substance the payment of principal and interest on a secured loan or sale. In a financing lease 
the lessor is essentially a secured or unsecured creditor (depending upon whether his interest is 
perfected or not) of the debtor, and the lessor's claim should not be subject to the 502(b)(7) 
limitation. Financing "leases" are in substance installment sales or loans. The "lessors" are 
essentially sellers or lenders and should be treated as such for purposes of the bankruptcy law. 

Whether a "lease" is true or bona fide lease or, in the alternative, a financing "lease" or a 
lease intended as security, depends upon the circumstances of each case. The distinction 
between a true lease and a financing transaction is based upon the economic substance of the 
transaction and not, for example, upon the locus of title, the form of the transaction or the fact 
that the transaction is denominated as a "lease". The fact that the lessee, upon compliance with 
the terms of the lease, becomes or has the option to become the owner of the leased property 
for no additional consideration or for nominal consideration indicates that the transaction is a 
financing lease or lease intended as security. In such cases, the lessor has no substantial 
interest in the leased property at the expiration of the lease term. In addition, the fact that the 
lessee assumes and discharges substantially all the risks and obligations ordinarily attributed to 
the outright ownership of the property is more indicative of a financing transaction than of a true 
lease. The rental payments in such cases are in substance payments of principal and interest 
either on a loan secured by the leased real property or on the purchase of the leased real 
property. See, e. g., Financial Accounting Standards Board Statement No. 13 and SEC Reg. S–
X, 17 C.F.R. sec. 210.3–16(q) (1977); cf. First National Bank of Chicago v. Irving Trust Co., 74 
F.2d 263 (2nd Cir. 1934); and Albenda and Lief, "Net Lease Financing Transactions Under the 
Proposed Bankruptcy Act of 1973," 30 Business Lawyer, 713 (1975). 

Paragraph (8) is new. It tracks the landlord limitation on damages provision in paragraph (7) 
for damages resulting from the breach by the debtor of an employment contract, but limits the 
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recovery to the compensation reserved under an employment contract for the year following the 
earlier of the date of the petition and the termination of employment. 

Subsection (c) requires the estimation of any claim liquidation of which would unduly delay 
the closing of the estate, such as a contingent claim, or any claim for which applicable law 
provides only an equitable remedy, such as specific performance. This subsection requires that 
all claims against the debtor be converted into dollar amounts. 

Subsection (d) is derived from present law. It requires disallowance of a claim of a transferee 
of a voidable transfer in toto if the transferee has not paid the amount or turned over the 
property received as required under the sections under which the transferee's liability arises. 

Subsection (e) also derived from present law, requires disallowance of the claim for 
reimbursement or contribution of a codebtor, surety or guarantor of an obligation of the debtor, 
unless the claim of the creditor on such obligation has been paid in full. The provision prevents 
competition between a creditor and his guarantor for the limited proceeds in the estate. 

Subsection (f) specifies that "involuntary gap" creditors receive the same treatment as 
prepetition creditors. Under the allowance provisions of this subsection, knowledge of the 
commencement of the case will be irrelevant. The claim is to be allowed "the same as if such 
claim had arisen before the date of the filing of the petition." Under voluntary petition, proposed 
11 U.S.C. 303(f), creditors must be permitted to deal with the debtor and be assured that their 
claims will be paid. For purposes of this subsection, "creditors" include governmental units 
holding claims for tax liabilities incurred during the period after the petition is filed and before the 
earlier of the order for relief or appointment of a trustee. 

Subsection (g) gives entities injured by the rejection of an executory contract or unexpired 
lease, either under section 365 or under a plan or reorganization, a prepetition claim for any 
resulting damages, and requires that the injured entity be treated as a prepetition creditor with 
respect to that claim. 

Subsection (h) gives a transferee of a setoff that is recovered by one trustee a prepetition 
claim for the amount recovered. 

Subsection (i) answers the nonrecourse loan problem and gives the creditor an unsecured 
claim for the difference between the value of the collateral and the debt in response to the 
decision in Great National Life Ins. Co. v. Pine Gate Associates, Ltd., Bankruptcy Case No. 
B75–4345A (N.D.Ga. Sept. 16, 1977). 

The bill, as reported, deletes a provision in the bill as originally introduced (former sec. 502(i)) 
requiring a tax authority to file a proof of claim for recapture of an investment credit where, 
during title 11 proceedings, the trustee sells or otherwise disposes of property before the title 11 
case began. The tax authority should not be required to submit a formal claim for a taxable 
event (a sale or other disposition of the asset) of whose occurrence the trustee necessarily 
knows better than the taxing authority. For procedural purposes, the recapture of investment 
credit is to be treated as an administrative expense, as to which only a request for payment is 
required. 

 HOUSE REPORT NO. 95–595   
Paragraph (9) [of subsec. (b)] requires disallowance of certain employment tax claims. These 

relate to a Federal tax credit for State unemployment insurance taxes which is disallowed if the 
State tax is paid late. This paragraph disallows the Federal claim for the tax the same as if the 
credit had been allowed in full on the Federal return. 

EXTRACT



187 
 

REFERENCES IN TEXT 
The Federal Rules of Bankruptcy Procedure, referred to in subsec. (b)(9), are set out in the 

Appendix to this title. 

AMENDMENTS 
2005—Subsec. (b)(9). Pub. L. 109–8, §716(d), inserted ", and except that in a case under 

chapter 13, a claim of a governmental unit for a tax with respect to a return filed under section 
1308 shall be timely if the claim is filed on or before the date that is 60 days after the date on 
which such return was filed as required" before period at end. 

Subsec. (g). Pub. L. 109–8, §910(b), designated existing provisions as par. (1) and added 
par. (2). 

Subsec. (k). Pub. L. 109–8, §201(a), added subsec. (k). 

1994—Subsec. (b)(9). Pub. L. 103–394, §213(a), added par. (9). 

Subsec. (i). Pub. L. 103–394, §304(h)(1), substituted "507(a)(8)" for "507(a)(7)". 

1986—Subsec. (b)(6)(A)(ii). Pub. L. 99–554, §283(f)(1), substituted "repossessed" for 
"reposessed". 

Subsec. (g). Pub. L. 99–554, §257(j), inserted reference to chapter 12. 

Subsec. (i). Pub. L. 99–554, §283(f)(2), substituted "507(a)(7)" for "507(a)(6)". 

1984—Subsec. (a). Pub. L. 98–353, §445(a), inserted "general" before "partner". 

Subsec. (b). Pub. L. 98–353, §445(b)(1), (2), in provisions preceding par. (1), inserted 
"(e)(2)," after "subsections" and "in lawful currency of the United States" after "claim". 

Subsec. (b)(1). Pub. L. 98–353, §445(b)(3), substituted "and" for ", and unenforceable 
against". 

Subsec. (b)(3). Pub. L. 98–353, §445(b)(5), inserted "the" after "exceeds". 

Pub. L. 98–353, §445(b)(4), struck out par. (3) "such claim may be offset under section 553 of 
this title against a debt owing to the debtor;", and redesignated par. (4) as (3). 

Subsec. (b)(4). Pub. L. 98–353, §445(b)(4), redesignated par. (5) as (4). Former par. (4) 
redesignated (3). 

Subsec. (b)(5). Pub. L. 98–353, §445(b)(6), substituted "such claim" for "the claim" and struck 
out the comma after "petition". 

Pub. L. 98–353, §445(b)(4), redesignated par. (6) as (5). Former par. (5) redesignated (4). 

Subsec. (b)(6). Pub. L. 98–353, §445(b)(4), redesignated par. (7) as (6). Former par. (6) 
redesignated (5). 

Subsec. (b)(7). Pub. L. 98–353, §445(b)(7)(A), inserted "the claim of an employee" before "for 
damages". 

Pub. L. 98–353, §445(b)(4), redesignated par. (8) as (7). Former par. (7) redesignated (6). 

Subsec. (b)(7)(A)(i). Pub. L. 98–353, §445(b)(7)(B), substituted "or" for "and". 
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Subsec. (b)(7)(B). Pub. L. 98–353, §445(b)(7)(C), (D), substituted "any" for "the" and inserted 
a comma after "such contract". 

Subsec. (b)(8), (9). Pub. L. 98–353, §445(b)(4), redesignated par. (9) as (8). Former par. (8) 
redesignated (7). 

Subsec. (c)(1). Pub. L. 98–353, §445(c)(1), inserted "the" before "fixing" and substituted 
"administration" for "closing". 

Subsec. (c)(2). Pub. L. 98–353, §445(c)(2), inserted "right to payment arising from a" after 
"any" and struck out "if such breach gives rise to a right to payment" after "breach of 
performance". 

Subsec. (e)(1). Pub. L. 98–353, §445(d)(1), (2), in provisions preceding subpar. (A) 
substituted ", (b), and (c)" for "and (b)" and substituted "or has secured" for ", or has secured,". 

Subsec. (e)(1)(B). Pub. L. 98–353, §445(d)(3), inserted "or disallowance" after "allowance". 

Subsec. (e)(1)(C). Pub. L. 98–353, §445(d)(4), substituted "asserts a right of subrogation to 
the rights of such creditor" for "requests subrogation" and struck out "to the rights of such 
creditor" after "of this title". 

Subsec. (h). Pub. L. 98–353, §445(e), substituted "522" for "522(i)". 

Subsec. (j). Pub. L. 98–353, §445(f), amended subsec. (j) generally, inserting provisions 
relating to reconsideration of a disallowed claim, and provisions relating to reconsideration of a 
claim under this subsection. 

 

§503. Allowance of administrative expenses 
(a) An entity may timely file a request for payment of an administrative expense, or may 

tardily file such request if permitted by the court for cause. 
(b) After notice and a hearing, there shall be allowed administrative expenses, other than 

claims allowed under section 502(f) of this title, including— 
(1)(A) the actual, necessary costs and expenses of preserving the estate including— 

(i) wages, salaries, and commissions for services rendered after the commencement of 
the case; and 

(ii) wages and benefits awarded pursuant to a judicial proceeding or a proceeding of the 
National Labor Relations Board as back pay attributable to any period of time occurring 
after commencement of the case under this title, as a result of a violation of Federal or 
State law by the debtor, without regard to the time of the occurrence of unlawful conduct on 
which such award is based or to whether any services were rendered, if the court 
determines that payment of wages and benefits by reason of the operation of this clause 
will not substantially increase the probability of layoff or termination of current employees, 
or of nonpayment of domestic support obligations, during the case under this title; 
(B) any tax— 

(i) incurred by the estate, whether secured or unsecured, including property taxes for 
which liability is in rem, in personam, or both, except a tax of a kind specified in section 
507(a)(8) of this title; or 

(ii) attributable to an excessive allowance of a tentative carryback adjustment that the 
estate received, whether the taxable year to which such adjustment relates ended before 
or after the commencement of the case; 
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(C) any fine, penalty, or reduction in credit relating to a tax of a kind specified in 
subparagraph (B) of this paragraph; and 

(D) notwithstanding the requirements of subsection (a), a governmental unit shall not be 
required to file a request for the payment of an expense described in subparagraph (B) or (C), 
as a condition of its being an allowed administrative expense; 

(2) compensation and reimbursement awarded under section 330(a) of this title; 
(3) the actual, necessary expenses, other than compensation and reimbursement specified 

in paragraph (4) of this subsection, incurred by— 
(A) a creditor that files a petition under section 303 of this title; 
(B) a creditor that recovers, after the court's approval, for the benefit of the estate any 

property transferred or concealed by the debtor; 
(C) a creditor in connection with the prosecution of a criminal offense relating to the case 

or to the business or property of the debtor; 
(D) a creditor, an indenture trustee, an equity security holder, or a committee 

representing creditors or equity security holders other than a committee appointed under 
section 1102 of this title, in making a substantial contribution in a case under chapter 9 or 
11 of this title; 

(E) a custodian superseded under section 543 of this title, and compensation for the 
services of such custodian; or 

(F) a member of a committee appointed under section 1102 of this title, if such expenses 
are incurred in the performance of the duties of such committee; 
(4) reasonable compensation for professional services rendered by an attorney or an 

accountant of an entity whose expense is allowable under subparagraph (A), (B), (C), (D), or 
(E) of paragraph (3) of this subsection, based on the time, the nature, the extent, and the 
value of such services, and the cost of comparable services other than in a case under this 
title, and reimbursement for actual, necessary expenses incurred by such attorney or 
accountant; 

(5) reasonable compensation for services rendered by an indenture trustee in making a 
substantial contribution in a case under chapter 9 or 11 of this title, based on the time, the 
nature, the extent, and the value of such services, and the cost of comparable services other 
than in a case under this title; 

(6) the fees and mileage payable under chapter 119 of title 28; 
(7) with respect to a nonresidential real property lease previously assumed under section 

365, and subsequently rejected, a sum equal to all monetary obligations due, excluding those 
arising from or relating to a failure to operate or a penalty provision, for the period of 2 years 
following the later of the rejection date or the date of actual turnover of the premises, without 
reduction or setoff for any reason whatsoever except for sums actually received or to be 
received from an entity other than the debtor, and the claim for remaining sums due for the 
balance of the term of the lease shall be a claim under section 502(b)(6); 

(8) the actual, necessary costs and expenses of closing a health care business incurred by 
a trustee or by a Federal agency (as defined in section 551(1) of title 5) or a department or 
agency of a State or political subdivision thereof, including any cost or expense incurred— 

(A) in disposing of patient records in accordance with section 351; or 
(B) in connection with transferring patients from the health care business that is in the 

process of being closed to another health care business; and 
(9) the value of any goods received by the debtor within 20 days before the date of 

commencement of a case under this title in which the goods have been sold to the debtor in 
the ordinary course of such debtor's business. 
(c) Notwithstanding subsection (b), there shall neither be allowed, nor paid— 
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(1) a transfer made to, or an obligation incurred for the benefit of, an insider of the debtor 
for the purpose of inducing such person to remain with the debtor's business, absent a finding 
by the court based on evidence in the record that— 

(A) the transfer or obligation is essential to retention of the person because the individual 
has a bona fide job offer from another business at the same or greater rate of 
compensation; 

(B) the services provided by the person are essential to the survival of the business; and 
(C) either— 

(i) the amount of the transfer made to, or obligation incurred for the benefit of, the 
person is not greater than an amount equal to 10 times the amount of the mean transfer 
or obligation of a similar kind given to nonmanagement employees for any purpose 
during the calendar year in which the transfer is made or the obligation is incurred; or 

(ii) if no such similar transfers were made to, or obligations were incurred for the 
benefit of, such nonmanagement employees during such calendar year, the amount of 
the transfer or obligation is not greater than an amount equal to 25 percent of the 
amount of any similar transfer or obligation made to or incurred for the benefit of such 
insider for any purpose during the calendar year before the year in which such transfer is 
made or obligation is incurred; 

(2) a severance payment to an insider of the debtor, unless— 
(A) the payment is part of a program that is generally applicable to all full-time 

employees; and 
(B) the amount of the payment is not greater than 10 times the amount of the mean 

severance pay given to nonmanagement employees during the calendar year in which the 
payment is made; or 
(3) other transfers or obligations that are outside the ordinary course of business and not 

justified by the facts and circumstances of the case, including transfers made to, or 
obligations incurred for the benefit of, officers, managers, or consultants hired after the date 
of the filing of the petition. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2581; Pub. L. 98–353, title III, §446, July 10, 1984, 98 
Stat. 374; Pub. L. 99–554, title II, §283(g), Oct. 27, 1986, 100 Stat. 3117; Pub. L. 103–394, title 
I, §110, title II, §213(c), title III, §304(h)(2), Oct. 22, 1994, 108 Stat. 4113, 4126, 4134; Pub. L. 
109–8, title III, §§329, 331, title IV, §445, title VII, §712(b), (c), title XI, §1103, title XII, §§1208, 
1227(b), Apr. 20, 2005, 119 Stat. 101, 102, 117, 128, 190, 194, 200.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 503(a) of the House amendment represents a compromise between similar 

provisions in the House bill and the Senate amendment by leaving to the Rules of Bankruptcy 
Procedure the determination of the location at which a request for payment of an administrative 
expense may be filed. The preamble to section 503(b) of the House bill makes a similar change 
with respect to the allowance of administrative expenses. 

Section 503(b)(1) adopts the approach taken in the House bill as modified by some 
provisions contained in the Senate amendment. The preamble to section 503(b) makes clear 
that none of the paragraphs of section 503(b) apply to claims or expenses of the kind specified 
in section 502(f) that arise in the ordinary course of the debtor's business or financial affairs and 
that arise during the gap between the commencement of an involuntary case and the 
appointment of a trustee or the order for relief, whichever first occurs. The remainder of section 
503(b) represents a compromise between H.R. 8200 as passed by the House and the Senate 
amendments. Section 503(b)(3)(E) codifies present law in cases such as Randolph v. Scruggs, 
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190 U.S. 533, which accords administrative expense status to services rendered by a 
prepetition custodian or other party to the extent such services actually benefit the estate. 
Section 503(b)(4) of the House amendment conforms to the provision contained in H.R. 8200 as 
passed by the House and deletes language contained in the Senate amendment providing a 
different standard of compensation under section 330 of that amendment. 

SENATE REPORT NO. 95–989 
Subsection (a) of this section permits administrative expense claimants to file with the court a 

request for payment of an administrative expense. The Rules of Bankruptcy Procedure will 
specify the time, the form, and the method of such a filing. 

Subsection (b) specifies the kinds of administrative expenses that are allowable in a case 
under the bankruptcy code. The subsection is derived mainly from section 64a(1) of the 
Bankruptcy Act [section 104(a)(1) of former title 11], with some changes. The actual, necessary 
costs and expenses of preserving the estate, including wages, salaries, or commissions for 
services rendered after the order for relief, and any taxes on, measured by, or withheld from 
such wages, salaries, or commissions, are allowable as administrative expenses. 

In general, administrative expenses include taxes which the trustee incurs in administering 
the debtor's estate, including taxes on capital gains from sales of property by the trustee and 
taxes on income earned by the estate during the case. Interest on tax liabilities and certain tax 
penalties incurred by the trustee are also included in this first priority. 

Taxes which the Internal Revenue Service may find due after giving the trustee a so-called 
"quickie" tax refund and later doing an audit of the refund are also payable as administrative 
expenses. The tax code [title 26] permits the trustee of an estate which suffers a net operating 
loss to carry back the loss against an earlier profit year of the estate or of the debtor and to 
obtain a tentative refund for the earlier year, subject, however, to a later full audit of the loss 
which led to the refund. The bill, in effect, requires the Internal Revenue Service to issue a 
tentative refund to the trustee (whether the refund was applied for by the debtor or by the 
trustee), but if the refund later proves to have been erroneous in amount, the Service can 
request that the tax attributable to the erroneous refund be payable by the estate as an 
administrative expense. 

Postpetition payments to an individual debtor for services rendered to the estate are 
administrative expenses, and are not property of the estate when received by the debtor. This 
situation would most likely arise when the individual was a sole proprietor and was employed by 
the estate to run the business after the commencement of the case. An individual debtor in 
possession would be so employed, for example. See Local Loan v. Hunt, 292 U.S. 234, 243 
(1943). 

Compensation and reimbursement awarded officers of the estate under section 330 are 
allowable as administrative expenses. Actual, necessary expenses, other than compensation of 
a professional person, incurred by a creditor that files an involuntary petition, by a creditor that 
recovers property for the benefit of the estate, by a creditor that acts in connection with the 
prosecution of a criminal offense relating to the case, by a creditor, indenture, trustee, equity 
security holder, or committee of creditors or equity security holders (other than official 
committees) that makes a substantial contribution to a reorganization or municipal debt 
adjustment case, or by a superseded custodian, are all allowable administrative expenses. The 
phrase "substantial contribution in the case" is derived from Bankruptcy Act §§242 and 243 
[sections 642 and 643 of former title 11]. It does not require a contribution that leads to 
confirmation of a plan, for in many cases, it will be a substantial contribution if the person 
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involved uncovers facts that would lead to a denial of confirmation, such as fraud in connection 
with the case. 

Paragraph (4) permits reasonable compensation for professional services rendered by an 
attorney or an accountant of an equity whose expense is compensable under the previous 
paragraph. Paragraph (5) permits reasonable compensation for an indenture trustee in making 
a substantial contribution in a reorganization or municipal debt adjustment case. Finally, 
paragraph (6) permits witness fees and mileage as prescribed under chapter 119 [§2041 et 
seq.] of title 28. 

AMENDMENTS 
2005—Subsec. (b)(1)(A). Pub. L. 109–8, §329, amended subpar. (A) generally. Prior to 

amendment, subpar. (A) read as follows: "the actual, necessary costs and expenses of 
preserving the estate, including wages, salaries, or commissions for services rendered after the 
commencement of the case;". 

Subsec. (b)(1)(B)(i). Pub. L. 109–8, §712(b), inserted "whether secured or unsecured, 
including property taxes for which liability is in rem, in personam, or both," before "except". 

Subsec. (b)(1)(D). Pub. L. 109–8, §712(c), added subpar. (D). 

Subsec. (b)(4). Pub. L. 109–8, §1208, inserted "subparagraph (A), (B), (C), (D), or (E) of" 
before "paragraph (3)". 

Subsec. (b)(7). Pub. L. 109–8, §445, added par. (7). 

Subsec. (b)(8). Pub. L. 109–8, §1103, added par. (8). 

Subsec. (b)(9). Pub. L. 109–8, §1227(b), added par. (9). 

Subsec. (c). Pub. L. 109–8, §331, added subsec. (c). 

1994—Subsec. (a). Pub. L. 103–394, §213(c), inserted "timely" after "may" and ", or may 
tardily file such request if permitted by the court for cause" before period at end. 

Subsec. (b)(1)(B)(i). Pub. L. 103–394, §304(h)(2), substituted "507(a)(8)" for "507(a)(7)". 

Subsec. (b)(3)(F). Pub. L. 103–394, §110, added subpar. (F). 

1986—Subsec. (b)(1)(B)(i). Pub. L. 99–554, §283(g)(1), substituted "507(a)(7)" for 
"507(a)(6)". 

Subsec. (b)(5). Pub. L. 99–554, §283(g)(2), inserted "and" after "title;". 

Subsec. (b)(6). Pub. L. 99–554, §283(g)(3), substituted a period for "; and". 

1984—Subsec. (b). Pub. L. 98–353, §446(1), struck out the comma after "be allowed" in 
provisions preceding par. (1). 

Subsec. (b)(1)(C). Pub. L. 98–353, §446(2), struck out the comma after "credit". 

Subsec. (b)(2). Pub. L. 98–353, §446(3), inserted "(a)" after "330". 

Subsec. (b)(3). Pub. L. 98–353, §446(4), inserted a comma after "paragraph (4) of this 
subsection". 

Subsec. (b)(3)(C). Pub. L. 98–353, §446(5), struck out the comma after "case". 
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Subsec. (b)(5). Pub. L. 98–353, §446(6), struck out "and" after "title;". 

Subsec. (b)(6). Pub. L. 98–353, §446(7), substituted "; and" for period at end. 

 

§504. Sharing of compensation 
(a) Except as provided in subsection (b) of this section, a person receiving compensation or 

reimbursement under section 503(b)(2) or 503(b)(4) of this title may not share or agree to 
share— 

(1) any such compensation or reimbursement with another person; or 
(2) any compensation or reimbursement received by another person under such sections. 

(b)(1) A member, partner, or regular associate in a professional association, corporation, or 
partnership may share compensation or reimbursement received under section 503(b)(2) or 
503(b)(4) of this title with another member, partner, or regular associate in such association, 
corporation, or partnership, and may share in any compensation or reimbursement received 
under such sections by another member, partner, or regular associate in such association, 
corporation, or partnership. 

(2) An attorney for a creditor that files a petition under section 303 of this title may share 
compensation and reimbursement received under section 503(b)(4) of this title with any other 
attorney contributing to the services rendered or expenses incurred by such creditor's attorney. 

(c) This section shall not apply with respect to sharing, or agreeing to share, compensation 
with a bona fide public service attorney referral program that operates in accordance with non-
Federal law regulating attorney referral services and with rules of professional responsibility 
applicable to attorney acceptance of referrals. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2582; Pub. L. 109–8, title III, §326, Apr. 20, 2005, 119 
Stat. 99.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 
Section 504 prohibits the sharing of compensation, or fee splitting, among attorneys, other 

professionals, or trustees. The section provides only two exceptions: partners or associates in 
the same professional association, partnership, or corporation may share compensation inter 
se; and attorneys for petitioning creditors that join in a petition commencing an involuntary case 
may share compensation. 

AMENDMENTS 
2005—Subsec. (c). Pub. L. 109–8 added subsec. (c). 

§505. Determination of tax liability 
(a)(1) Except as provided in paragraph (2) of this subsection, the court may determine the 

amount or legality of any tax, any fine or penalty relating to a tax, or any addition to tax, whether 
or not previously assessed, whether or not paid, and whether or not contested before and 
adjudicated by a judicial or administrative tribunal of competent jurisdiction. 

(2) The court may not so determine— 
(A) the amount or legality of a tax, fine, penalty, or addition to tax if such amount or legality 

was contested before and adjudicated by a judicial or administrative tribunal of competent 
jurisdiction before the commencement of the case under this title; 

(B) any right of the estate to a tax refund, before the earlier of— 
(i) 120 days after the trustee properly requests such refund from the governmental unit 

from which such refund is claimed; or 
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(ii) a determination by such governmental unit of such request; or 
(C) the amount or legality of any amount arising in connection with an ad valorem tax on 

real or personal property of the estate, if the applicable period for contesting or redetermining 
that amount under applicable nonbankruptcy law has expired. 
(b)(1)(A) The clerk shall maintain a list under which a Federal, State, or local governmental 

unit responsible for the collection of taxes within the district may— 
(i) designate an address for service of requests under this subsection; and 
(ii) describe where further information concerning additional requirements for filing such 

requests may be found. 
(B) If such governmental unit does not designate an address and provide such address to the 

clerk under subparagraph (A), any request made under this subsection may be served at the 
address for the filing of a tax return or protest with the appropriate taxing authority of such 
governmental unit. 

(2) A trustee may request a determination of any unpaid liability of the estate for any tax 
incurred during the administration of the case by submitting a tax return for such tax and a 
request for such a determination to the governmental unit charged with responsibility for 
collection or determination of such tax at the address and in the manner designated in 
paragraph (1). Unless such return is fraudulent, or contains a material misrepresentation, the 
estate, the trustee, the debtor, and any successor to the debtor are discharged from any liability 
for such tax— 

(A) upon payment of the tax shown on such return, if— 
(i) such governmental unit does not notify the trustee, within 60 days after such request, 

that such return has been selected for examination; or 
(ii) such governmental unit does not complete such an examination and notify the 

trustee of any tax due, within 180 days after such request or within such additional time as 
the court, for cause, permits; 
(B) upon payment of the tax determined by the court, after notice and a hearing, after 

completion by such governmental unit of such examination; or 
(C) upon payment of the tax determined by such governmental unit to be due. 

(c) Notwithstanding section 362 of this title, after determination by the court of a tax under this 
section, the governmental unit charged with responsibility for collection of such tax may assess 
such tax against the estate, the debtor, or a successor to the debtor, as the case may be, 
subject to any otherwise applicable law. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2582; Pub. L. 98–353, title III, §447, July 10, 1984, 98 
Stat. 374; Pub. L. 109–8, title VII, §§701(b), 703, 715, Apr. 20, 2005, 119 Stat. 
124, 125, 129; Pub. L. 111–327, §2(a)(14), Dec. 22, 2010, 124 Stat. 3559.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 505 of the House amendment adopts a compromise position with respect to the 

determination of tax liability from the position taken in H.R. 8200 as passed by the House and in 
the Senate amendment. 

Determinations of tax liability: Authority of bankruptcy court to rule on merits of tax claims.—
The House amendment authorizes the bankruptcy court to rule on the merits of any tax claim 
involving an unpaid tax, fine, or penalty relating to a tax, or any addition to a tax, of the debtor or 
the estate. This authority applies, in general, whether or not the tax, penalty, fine, or addition to 
tax had been previously assessed or paid. However, the bankruptcy court will not have 
jurisdiction to rule on the merits of any tax claim which has been previously adjudicated, in a 
contested proceeding, before a court of competent jurisdiction. For this purpose, a proceeding in 
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the U.S. Tax Court is to be considered "contested" if the debtor filed a petition in the Tax Court 
by the commencement of the case and the Internal Revenue Service had filed an answer to the 
petition. Therefore, if a petition and answer were filed in the Tax Court before the title II petition 
was filed, and if the debtor later defaults in the Tax Court, then, under res judicata principles, the 
bankruptcy court could not then rule on the debtor's or the estate's liability for the same taxes. 

The House amendment adopts the rule of the Senate bill that the bankruptcy court can, under 
certain conditions, determine the amount of tax refund claim by the trustee. Under the House 
amendment, if the refund results from an offset or counterclaim to a claim or request for 
payment by the Internal Revenue Service, or other tax authority, the trustee would not first have 
to file an administrative claim for refund with the tax authority. 

However, if the trustee requests a refund in other situations, he would first have to submit an 
administrative claim for the refund. Under the House amendment, if the Internal Revenue 
Service, or other tax authority does not rule on the refund claim within 120 days, then the 
bankruptcy court may rule on the merits of the refund claim. 

Under the Internal Revenue Code [title 26], a suit for refund of Federal taxes cannot be filed 
until 6 months after a claim for refund is filed with the Internal Revenue Service (sec. 6532(a) 
[title 26]). Because of the bankruptcy aim to close the estate as expeditiously as possible, the 
House amendment shortens to 120 days the period for the Internal Revenue Service to decide 
the refund claim. 

The House amendment also adopts the substance of the Senate bill rule permitting the 
bankruptcy court to determine the amount of any penalty, whether punitive or pecuniary in 
nature, relating to taxes over which it has jurisdiction. 

Jurisdiction of the tax court in bankruptcy cases: The Senate amendment provided a detailed 
series of rules concerning the jurisdiction of the U.S. Tax Court, or similar State or local 
administrative tribunal to determine personal tax liabilities of an individual debtor. The House 
amendment deletes these specific rules and relies on procedures to be derived from broad 
general powers of the bankruptcy court. 

Under the House amendment, as under present law, a corporation seeking reorganization 
under chapter 11 is considered to be personally before the bankruptcy court for purposes of 
giving that court jurisdiction over the debtor's personal liability for a nondischargeable tax. 

The rules are more complex where the debtor is an individual under chapter 7, 11, or 13. An 
individual debtor or the tax authority can, as under section 17c of the present Bankruptcy Act 
[section 35(c) of former title 11], file a request that the bankruptcy court determine the debtor's 
personal liability for the balance of any nondischargeable tax not satisfied from assets of the 
estate. The House amendment intends to retain these procedures and also adds a rule staying 
commencement or continuation of any proceeding in the Tax Court after the bankruptcy petition 
is filed, unless and until that stay is lifted by the bankruptcy judge under section 362(a)(8). The 
House amendment also stays assessment as well as collection of a prepetition claim against 
the debtor (sec. 362(a)(6)). A tax authority would not, however, be stayed from issuing a 
deficiency notice during the bankruptcy case (sec. (b)(7)) [sec. 362(b)(8)]. The Senate 
amendment repealed the existing authority of the Internal Revenue Service to make an 
immediate assessment of taxes upon bankruptcy (sec. 6871(a) of the code [title 26]. See 
section 321 of the Senate bill. As indicated, the substance of that provision, also affecting State 
and local taxes, is contained in section 362(a)(6) of the House amendment. The statute of 
limitations is tolled under the House amendment while the bankruptcy case is pending. 
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Where no proceeding in the Tax Court is pending at the commencement of the bankruptcy 
case, the tax authority can, under the House amendment, file a claim against the estate for a 
prepetition tax liability and may also file a request that the bankruptcy court hear arguments and 
decide the merits of an individual debtor's personal liability for the balance of any 
nondischargeable tax liability not satisfied from assets of the estate. Bankruptcy terminology 
refers to the latter type of request as a creditor's complaint to determine the dischargeability of a 
debt. Where such a complaint is filed, the bankruptcy court will have personal jurisdiction over 
an individual debtor, and the debtor himself would have no access to the Tax Court, or to any 
other court, to determine his personal liability for nondischargeable taxes. 

If a tax authority decides not to file a claim for taxes which would typically occur where there 
are few, if any, assets in the estate, normally the tax authority would also not request the 
bankruptcy court to rule on the debtor's personal liability for a nondischargeable tax. Under the 
House amendment, the tax authority would then have to follow normal procedures in order to 
collect a nondischargeable tax. For example, in the case of nondischargeable Federal income 
taxes, the Internal Revenue Service would be required to issue a deficiency notice to an 
individual debtor, and the debtor could then file a petition in the Tax Court—or a refund suit in a 
district court—as the forum in which to litigate his personal liability for a nondischargeable tax. 

Under the House amendment, as under present law, an individual debtor can also file a 
complaint to determine dischargeability. Consequently, where the tax authority does not file a 
claim or a request that the bankruptcy court determine dischargeability of a specific tax liability, 
the debtor could file such a request on his own behalf, so that the bankruptcy court would then 
determine both the validity of the claim against assets in the estate and also the personal 
liability of the debtor for any nondischargeable tax. 

Where a proceeding is pending in the Tax Court at the commencement of the bankruptcy 
case, the commencement of the bankruptcy case automatically stays further action in the Tax 
Court case unless and until the stay is lifted by the bankruptcy court. The Senate amendment 
repealed a provision of the Internal Revenue case barring a debtor from filing a petition in the 
Tax Court after commencement of a bankruptcy case (sec. 6871(b) of the code [26 U.S.C. 
6871(b)]). See section 321 of the Senate bill. As indicated earlier, the equivalent of the code 
amendment is embodied in section 362(a)(8) of the House amendment, which automatically 
stays commencement or continuation of any proceeding in the Tax Court until the stay is lifted 
or the case is terminated. The stay will permit sufficient time for the bankruptcy trustee to 
determine if he desires to join the Tax Court proceeding on behalf of the estate. Where the 
trustee chooses to join the Tax Court proceeding, it is expected that he will seek permission to 
intervene in the Tax Court case and then request that the stay on the Tax Court proceeding be 
lifted. In such a case, the merits of the tax liability will be determined by the Tax Court, and its 
decision will bind both the individual debtor as to any taxes which are nondischargeable and the 
trustee as to the tax claim against the estate. 

Where the trustee does not want to intervene in the Tax Court, but an individual debtor wants 
to have the Tax Court determine the amount of his personal liability for nondischargeable taxes, 
the debtor can request the bankruptcy court to lift the automatic stay on existing Tax Court 
proceedings. If the stay is lifted and the Tax Court reaches its decision before the bankruptcy 
court's decision on the tax claim against the estate, the decision of the Tax Court would bind the 
bankruptcy court under principles of res judicata because the decision of the Tax Court affected 
the personal liability of the debtor. If the trustee does not wish to subject the estate to the 
decision of the Tax Court if the latter court decides the issues before the bankruptcy court rules, 
the trustee could resist the lifting of the stay on the existing Tax Court proceeding. If the Internal 
Revenue Service had issued a deficiency notice to the debtor before the bankruptcy case 

EXTRACT



197 
 

began, but as of the filing of the bankruptcy petition the 90-day period for filing in the Tax Court 
was still running, the debtor would be automatically stayed from filing a petition in the Tax Court. 
If either the debtor or the Internal Revenue Service then files a complaint to determine 
dischargeability in the bankruptcy court, the decision of the bankruptcy court would bind both 
the debtor and the Internal Revenue Service. 

The bankruptcy judge could, however, lift the stay on the debtor to allow him to petition the 
Tax Court, while reserving the right to rule on the tax authority's claim against assets of the 
estate. The bankruptcy court could also, upon request by the trustee, authorize the trustee to 
intervene in the Tax Court for purposes of having the estate also governed by the decision of 
the Tax Court. 

In essence, under the House amendment, the bankruptcy judge will have authority to 
determine which court will determine the merits of the tax claim both as to claims against the 
estate and claims against the debtor concerning his personal liability for nondischargeable 
taxes. Thus, if the Internal Revenue Service, or a State or local tax authority, files a petition to 
determine dischargeability, the bankruptcy judge can either rule on the merits of the claim and 
continue the stay on any pending Tax Court proceeding or lift the stay on the Tax Court and 
hold the dischargeability complaint in abeyance. If he rules on the merits of the complaint before 
the decision of the Tax Court is reached, the bankruptcy court's decision would bind the debtor 
as to nondischargeable taxes and the Tax Court would be governed by that decision under 
principles of res judicata. If the bankruptcy judge does not rule on the merits of the complaint 
before the decision of the Tax Court is reached, the bankruptcy court will be bound by the 
decision of the Tax Court as it affects the amount of any claim against the debtor's estate. 

If the Internal Revenue Service does not file a complaint to determine dischargeability and the 
automatic stay on a pending Tax Court proceeding is not lifted, the bankruptcy court could 
determine the merits of any tax claim against the estate. That decision will not bind the debtor 
personally because he would not have been personally before the bankruptcy court unless the 
debtor himself asks the bankruptcy court to rule on his personal liability. In any such situation 
where no party filed a dischargeability petition, the debtor would have access to the Tax Court 
to determine his personal liability for a nondischargeable tax debt. While the Tax Court in such a 
situation could take into account the ruling of the bankruptcy court on claims against the estate 
in deciding the debtor's personal liability, the bankruptcy court's ruling would not bind the Tax 
Court under principles of res judicata, because the debtor, in that situation, would not have been 
personally before the bankruptcy court. 

If neither the debtor nor the Internal Revenue Service files a claim against the estate or a 
request to rule on the debtor's personal liability, any pending tax court proceeding would be 
stayed until the closing of the bankruptcy case, at which time the stay on the tax court would 
cease and the tax court case could continue for purposes of deciding the merits of the debtor's 
personal liability for nondischargeable taxes. 

Audit of trustee's returns: Under both bills, the bankruptcy court could determine the amount 
of any administrative period taxes. The Senate amendment, however, provided for an expedited 
audit procedure, which was mandatory in some cases. The House amendment (sec. 505(b)), 
adopts the provision of the House bill allowing the trustee discretion in all cases whether to ask 
the Internal Revenue Service, or State or local tax authority for a prompt audit of his returns on 
behalf of the estate. The House amendment, however, adopts the provision of the Senate bill 
permitting a prompt audit only on the basis of tax returns filed by the trustee for completed 
taxable periods. Procedures for a prompt audit set forth in the Senate bill are also adopted in 
modified form. 
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Under the procedure, before the case can be closed, the trustee may request a tax audit by 
the local, State or Federal tax authority of all tax returns filed by the trustee. The taxing authority 
would have to notify the trustee and the bankruptcy court within 60 days whether it accepts 
returns or desires to audit the returns more fully. If an audit is conducted, the taxing authority 
would have to notify the trustee of tax deficiency within 180 days after the original request, 
subject to extensions of time if the bankruptcy court approves. If the trustee does not agree with 
the results of the audit, the trustee could ask the bankruptcy court to resolve the dispute. Once 
the trustee's tax liability for administration period taxes has thus been determined, the legal 
effect in a case under chapter 7 or 11 would be to discharge the trustee and any predecessor of 
the trustee, and also the debtor, from any further liability for these taxes. 

The prompt audit procedure would not be available with respect to any tax liability as to which 
any return required to be filed on behalf of the estate is not filed with the proper tax authority. 
The House amendment also specifies that a discharge of the trustee or the debtor which would 
otherwise occur will not be granted, or will be void if the return filed on behalf of the estate 
reflects fraud or material misrepresentation of facts. 

For purposes of the above prompt audit procedures, it is intended that the tax authority with 
which the request for audit is to be filed is, as the Federal taxes, the office of the District Director 
in the district where the bankruptcy case is pending. 

Under the House amendment, if the trustee does not request a prompt audit, the debtor 
would not be discharged from possible transferee liability if any assets are returned to the 
debtor. 

Assessment after decision: As indicated above, the commencement of a bankruptcy case 
automatically stays assessment of any tax (sec. 362(a)(6)). However, the House amendment 
provides (sec. 505(c)) that if the bankruptcy court renders a final judgment with regard to any 
tax (under the rules discussed above), the tax authority may then make an assessment (if 
permitted to do so under otherwise applicable tax law) without waiting for termination of the 
case or confirmation of a reorganization plan. 

Trustee's authority to appeal tax cases: The equivalent provision in the House bill (sec. 
505(b)) and in the Senate bill (sec. 362(h)) authorizing the trustee to prosecute an appeal or 
review of a tax case are deleted as unnecessary. Section 541(a) of the House amendment 
provides that property of the estate is to include all legal or equitable interests of the debtor. 
These interests include the debtor's causes of action, so that the specific provisions of the 
House and Senate bills are not needed. 

SENATE REPORT NO. 95–989 
Subsections (a) and (b) are derived, with only stylistic changes, from section 2a(2A) of the 

Bankruptcy Act [section 11(a)(2A) of former title 11]. They permit determination by the 
bankruptcy court of any unpaid tax liability of the debtor that has not been contested before or 
adjudicated by a judicial or administrative tribunal of competent jurisdiction before the 
bankruptcy case, and the prosecution by the trustee of an appeal from an order of such a body 
if the time for review or appeal has not expired before the commencement of the bankruptcy 
case. As under current Bankruptcy Act §2a (2A), Arkansas Corporation Commissioner v. 
Thompson, 313 U.S. 132 (1941), remains good law to permit abstention where uniformity of 
assessment is of significant importance. 

Section (c) deals with procedures for obtaining a prompt audit of tax returns filed by the 
trustee in a liquidation or reorganization case. Under the bill as originally introduced, a trustee 
who is "in doubt" concerning tax liabilities of the estate incurred during a title 11 proceeding 
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CHAPTER 7—LIQUIDATION 
SUBCHAPTER I—OFFICERS AND ADMINISTRATION 

Sec. 
701. Interim trustee. 
702. Election of trustee. 
703. Successor trustee. 
704. Duties of trustee. 
705. Creditors' committee. 
706. Conversion. 
707. Dismissal of a case or conversion to a case under chapter 11 or 13. 

         

SUBCHAPTER II—COLLECTION, LIQUIDATION, AND DISTRIBUTION OF THE ESTATE 
721. Authorization to operate business. 
722. Redemption. 
723. Rights of partnership trustee against general partners. 
724. Treatment of certain liens. 
725. Disposition of certain property. 
726. Distribution of property of the estate. 
727. Discharge. 
[728. Repealed.] 

         

SUBCHAPTER III—STOCKBROKER LIQUIDATION 
741. Definitions for this subchapter. 
742. Effect of section 362 of this title in this subchapter. 
743. Notice. 
744. Executory contracts. 
745. Treatment of accounts. 
746. Extent of customer claims. 
747. Subordination of certain customer claims. 
748. Reduction of securities to money. 
749. Voidable transfers. 
750. Distribution of securities. 
751. Customer name securities. 
752. Customer property. 
753. Stockbroker liquidation and forward contract merchants, commodity brokers, stockbrokers, 
financial institutions, financial participants, securities clearing agencies, swap participants, repo 
participants, and master netting agreement participants. 

         

SUBCHAPTER IV—COMMODITY BROKER LIQUIDATION 
761. Definitions for this subchapter. 
762. Notice to the Commission and right to be heard. 
763. Treatment of accounts. 
764. Voidable transfers. 
765. Customer instructions. 
766. Treatment of customer property. 
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767. Commodity broker liquidation and forward contract merchants, commodity brokers, 
stockbrokers, financial institutions, financial participants, securities clearing agencies, swap 
participants, repo participants, and master netting agreement participants. 

         

SUBCHAPTER V—CLEARING BANK LIQUIDATION 
781. Definitions. 
782. Selection of trustee. 
783. Additional powers of trustee. 
784. Right to be heard. 

         

AMENDMENTS 
2005—Pub. L. 109–8, title I, §102(k), title VII, §719(b)(2), title IX, §907(p)(2), Apr. 20, 2005, 

119 Stat. 35, 133, 182, added items 753 and 767, substituted "Dismissal of a case or 
conversion to a case under chapter 11 or 13" for "Dismissal" in item 707, and struck out item 
728 "Special tax provisions". 

2000—Pub. L. 106–554, §1(a)(5) [title I, §112(d)], Dec. 21, 2000, 114 Stat. 2763, 2763A-396, 
added subchapter V heading and items 781 to 784. 

1984—Pub. L. 98–353, title III, §471, July 10, 1984, 98 Stat. 380, substituted "Successor" for 
"Succesor" in item 703. 

SUBCHAPTER I—OFFICERS AND ADMINISTRATION 
§701. Interim trustee 

(a)(1) Promptly after the order for relief under this chapter, the United States trustee shall 
appoint one disinterested person that is a member of the panel of private trustees established 
under section 586(a)(1) of title 28 or that is serving as trustee in the case immediately before the 
order for relief under this chapter to serve as interim trustee in the case. 

(2) If none of the members of such panel is willing to serve as interim trustee in the case, then 
the United States trustee may serve as interim trustee in the case. 

(b) The service of an interim trustee under this section terminates when a trustee elected or 
designated under section 702 of this title to serve as trustee in the case qualifies under section 
322 of this title. 

(c) An interim trustee serving under this section is a trustee in a case under this title. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2604; Pub. L. 99–554, title II, §215, Oct. 27, 1986, 100 
Stat. 3100.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
The House amendment deletes section 701(d) of the Senate amendment. It is anticipated 

that the Rules of Bankruptcy Procedure will require the appointment of an interim trustee at the 
earliest practical moment in commodity broker bankruptcies, but no later than noon of the day 
after the date of the filing of the petition, due to the volatility of such cases. 

SENATE REPORT NO. 95–989 
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This section requires the court to appoint an interim trustee. The appointment must be made 
from the panel of private trustees established and maintained by the Director of the 
Administrative Office under proposed 28 U.S.C. 604(e). 

Subsection (a) requires the appointment of an interim trustee to be made promptly after the 
order for relief, unless a trustee is already serving in the case, such as before a conversion from 
a reorganization to a liquidation case. 

Subsection (b) specifies that the appointment of an interim trustee expires when the 
permanent trustee is elected or designated under section 702. 

Subsection (c) makes clear that an interim trustee is a trustee in a case under the bankruptcy 
code. 

Subsection (d) provides that in a commodity broker case where speed is essential the interim 
trustee must be appointed by noon of the business day immediately following the order for relief. 

AMENDMENTS 
1986—Subsec. (a). Pub. L. 99–554 designated existing provisions as par. (1), substituted 

"the United States trustee shall appoint" for "the court shall appoint", "586(a)(1)" for "604(f)", 
"that is serving" for "that was serving", and added par. (2). 

§702. Election of trustee 
(a) A creditor may vote for a candidate for trustee only if such creditor— 

(1) holds an allowable, undisputed, fixed, liquidated, unsecured claim of a kind entitled to 
distribution under section 726(a)(2), 726(a)(3), 726(a)(4), 752(a), 766(h), or 766(i) of this title; 

(2) does not have an interest materially adverse, other than an equity interest that is not 
substantial in relation to such creditor's interest as a creditor, to the interest of creditors 
entitled to such distribution; and 

(3) is not an insider. 
 
 

(b) At the meeting of creditors held under section 341 of this title, creditors may elect one 
person to serve as trustee in the case if election of a trustee is requested by creditors that may 
vote under subsection (a) of this section, and that hold at least 20 percent in amount of the 
claims specified in subsection (a)(1) of this section that are held by creditors that may vote 
under subsection (a) of this section. 

(c) A candidate for trustee is elected trustee if— 
(1) creditors holding at least 20 percent in amount of the claims of a kind specified in 

subsection (a)(1) of this section that are held by creditors that may vote under subsection (a) 
of this section vote; and 

(2) such candidate receives the votes of creditors holding a majority in amount of claims 
specified in subsection (a)(1) of this section that are held by creditors that vote for a trustee. 
(d) If a trustee is not elected under this section, then the interim trustee shall serve as trustee 

in the case. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2604; Pub. L. 97–222, §7, July 27, 1982, 96 Stat. 
237; Pub. L. 98–353, title III, §472, July 10, 1984, 98 Stat. 380.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
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The House amendment adopts section 702(a)(2) of the Senate amendment. An insubstantial 
equity interest does not disqualify a creditor from voting for a candidate for trustee. 

SENATE REPORT NO. 95–989 
Subsection (a) of this section specifies which creditors may vote for a trustee. Only a creditor 

that holds an allowable, undisputed, fixed, liquidated, unsecured claim that is not entitled to 
priority, that does not have an interest materially adverse to the interest of general unsecured 
creditors, and that is not an insider may vote for a trustee. The phrase "materially adverse" is 
currently used in the Rules of Bankruptcy Procedure, rule 207(d). The application of the 
standard requires a balancing of various factors, such as the nature of the adversity. A creditor 
with a very small equity position would not be excluded from voting solely because he holds a 
small equity in the debtor. The Rules of Bankruptcy Procedure also currently provide for 
temporary allowance of claims, and will continue to do so for the purposes of determining who is 
eligible to vote under this provision. 

Subsection (b) permits creditors at the meeting of creditors to elect one person to serve as 
trustee in the case. Creditors holding at least 20 percent in amount of the claims specified in the 
preceding paragraph must request election before creditors may elect a trustee. Subsection (c) 
specifies that a candidate for trustee is elected trustee if creditors holding at least 20 percent in 
amount of those claims actually vote, and if the candidate receives a majority in amount of votes 
actually cast. 

Subsection (d) specifies that if a trustee is not elected, then the interim trustee becomes the 
permanent trustee and serves in the case permanently. 

AMENDMENTS 
1984—Subsec. (b). Pub. L. 98–353, §472(a), inserted "held" after "meeting of creditors". 

Subsec. (c)(1). Pub. L. 98–353, §472(b)(1), inserted "of a kind" after "claims". 

Subsec. (c)(2). Pub. L. 98–353, §472(b)(2), substituted "for a trustee" for "for trustee". 

Subsec. (d). Pub. L. 98–353, §472(c), substituted "this section" for "subsection (c) of this 
section". 

1982—Subsec. (a)(1). Pub. L. 97–222 substituted "726(a)(4), 752(a), 766(h), or 766(i)" for "or 
726(a)(4)". 

§703. Successor trustee 
(a) If a trustee dies or resigns during a case, fails to qualify under section 322 of this title, or is 

removed under section 324 of this title, creditors may elect, in the manner specified in section 
702 of this title, a person to fill the vacancy in the office of trustee. 

(b) Pending election of a trustee under subsection (a) of this section, if necessary to preserve 
or prevent loss to the estate, the United States trustee may appoint an interim trustee in the 
manner specified in section 701(a). 

(c) If creditors do not elect a successor trustee under subsection (a) of this section or if a 
trustee is needed in a case reopened under section 350 of this title, then the United States 
trustee— 

(1) shall appoint one disinterested person that is a member of the panel of private trustees 
established under section 586(a)(1) of title 28 to serve as trustee in the case; or 

(2) may, if none of the disinterested members of such panel is willing to serve as trustee, 
serve as trustee in the case. 
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(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2605; Pub. L. 98–353, title III, §473, July 10, 1984, 98 
Stat. 381; Pub. L. 99–554, title II, §216, Oct. 27, 1986, 100 Stat. 3100.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 
If the office of trustee becomes vacant during the case, this section makes provision for the 

selection of a successor trustee. The office might become vacant through death, resignation, 
removal, failure to qualify under section 322 by posting bond, or the reopening of a case. If it 
does, creditors may elect a successor in the same manner as they may elect a trustee under 
the previous section. Pending the election of a successor, the court may appoint an interim 
trustee in the usual manner if necessary to preserve or prevent loss to the estate. If creditors do 
not elect a successor, or if a trustee is needed in a reopened case, then the court appoints a 
disinterested member of the panel of private trustees to serve. 

AMENDMENTS 
1986—Subsec. (b). Pub. L. 99–554 amended subsec. (b) generally, substituting "the United 

States trustee may appoint" for "the court may appoint" and "manner specified in section 701(a)" 
for "manner and subject to the provisions of section 701 of this title". 

Subsec. (c). Pub. L. 99–554 amended subsec. (c) generally, substituting "this section or" for 
"this section, or", "then the United States trustee" for "then the court", designating part of 
existing provisions as par. (1), and, as so designated, substituting "586(a)(1)" for "604(f)", "in the 
case; or" for "in the case.", and adding par. (2). 

1984—Subsec. (b). Pub. L. 98–353 substituted "and subject to the provisions of section 701 
of this title" for "specified in section 701(a) of this title. Sections 701(b) and 701(c) of this title 
apply to such interim trustee". 

§704. Duties of trustee 
(a) The trustee shall— 

(1) collect and reduce to money the property of the estate for which such trustee serves, 
and close such estate as expeditiously as is compatible with the best interests of parties in 
interest; 

(2) be accountable for all property received; 
(3) ensure that the debtor shall perform his intention as specified in section 521(a)(2)(B) of 

this title; 
(4) investigate the financial affairs of the debtor; 
(5) if a purpose would be served, examine proofs of claims and object to the allowance of 

any claim that is improper; 
(6) if advisable, oppose the discharge of the debtor; 
(7) unless the court orders otherwise, furnish such information concerning the estate and 

the estate's administration as is requested by a party in interest; 
(8) if the business of the debtor is authorized to be operated, file with the court, with the 

United States trustee, and with any governmental unit charged with responsibility for 
collection or determination of any tax arising out of such operation, periodic reports and 
summaries of the operation of such business, including a statement of receipts and 
disbursements, and such other information as the United States trustee or the court requires; 

(9) make a final report and file a final account of the administration of the estate with the 
court and with the United States trustee; 

(10) if with respect to the debtor there is a claim for a domestic support obligation, provide 
the applicable notice specified in subsection (c); 
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(11) if, at the time of the commencement of the case, the debtor (or any entity designated 
by the debtor) served as the administrator (as defined in section 3 of the Employee 
Retirement Income Security Act of 1974) of an employee benefit plan, continue to perform the 
obligations required of the administrator; and 

(12) use all reasonable and best efforts to transfer patients from a health care business 
that is in the process of being closed to an appropriate health care business that— 

(A) is in the vicinity of the health care business that is closing; 
(B) provides the patient with services that are substantially similar to those provided by 

the health care business that is in the process of being closed; and 
(C) maintains a reasonable quality of care. 

(b)(1) With respect to a debtor who is an individual in a case under this chapter— 
(A) the United States trustee (or the bankruptcy administrator, if any) shall review all 

materials filed by the debtor and, not later than 10 days after the date of the first meeting of 
creditors, file with the court a statement as to whether the debtor's case would be presumed 
to be an abuse under section 707(b); and 

(B) not later than 7 days after receiving a statement under subparagraph (A), the court 
shall provide a copy of the statement to all creditors. 
(2) The United States trustee (or bankruptcy administrator, if any) shall, not later than 30 days 

after the date of filing a statement under paragraph (1), either file a motion to dismiss or convert 
under section 707(b) or file a statement setting forth the reasons the United States trustee (or 
the bankruptcy administrator, if any) does not consider such a motion to be appropriate, if the 
United States trustee (or the bankruptcy administrator, if any) determines that the debtor's case 
should be presumed to be an abuse under section 707(b) and the product of the debtor's 
current monthly income, multiplied by 12 is not less than— 

(A) in the case of a debtor in a household of 1 person, the median family income of the 
applicable State for 1 earner; or 

(B) in the case of a debtor in a household of 2 or more individuals, the highest median 
family income of the applicable State for a family of the same number or fewer individuals. 
(c)(1) In a case described in subsection (a)(10) to which subsection (a)(10) applies, the 

trustee shall— 
(A)(i) provide written notice to the holder of the claim described in subsection (a)(10) of 

such claim and of the right of such holder to use the services of the State child support 
enforcement agency established under sections 464 and 466 of the Social Security Act for 
the State in which such holder resides, for assistance in collecting child support during and 
after the case under this title; 

(ii) include in the notice provided under clause (i) the address and telephone number of 
such State child support enforcement agency; and 

(iii) include in the notice provided under clause (i) an explanation of the rights of such 
holder to payment of such claim under this chapter; 

(B)(i) provide written notice to such State child support enforcement agency of such claim; 
and 

(ii) include in the notice provided under clause (i) the name, address, and telephone 
number of such holder; and 

(C) at such time as the debtor is granted a discharge under section 727, provide written 
notice to such holder and to such State child support enforcement agency of— 

(i) the granting of the discharge; 
(ii) the last recent known address of the debtor; 
(iii) the last recent known name and address of the debtor's employer; and 
(iv) the name of each creditor that holds a claim that— 

(I) is not discharged under paragraph (2), (4), or (14A) of section 523(a); or 
(II) was reaffirmed by the debtor under section 524(c). 
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(2)(A) The holder of a claim described in subsection (a)(10) or the State child support 
enforcement agency of the State in which such holder resides may request from a creditor 
described in paragraph (1)(C)(iv) the last known address of the debtor. 

(B) Notwithstanding any other provision of law, a creditor that makes a disclosure of a last 
known address of a debtor in connection with a request made under subparagraph (A) shall not 
be liable by reason of making such disclosure. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2605; Pub. L. 98–353, title III, §§311(a), 474, July 10, 
1984, 98 Stat. 355, 381; Pub. L. 99–554, title II, §217, Oct. 27, 1986, 100 Stat. 3100; Pub. L. 
109–8, title I, §102(c), title II, §219(a), title IV, §446(b), title XI, §1105(a), Apr. 20, 2005, 119 
Stat. 32, 55, 118, 192; Pub. L. 111–16, §2(7), May 7, 2009, 123 Stat. 1607; Pub. L. 111–327, 
§2(a)(24), Dec. 22, 2010, 124 Stat. 3560.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 704(8) of the Senate amendment is deleted in the House amendment. Trustees 

should give constructive notice of the commencement of the case in the manner specified under 
section 549(c) of title 11. 

SENATE REPORT NO. 95–989 
The essential duties of the trustee are enumerated in this section. Others, or elaborations on 

these, may be prescribed by the Rules of Bankruptcy Procedure to the extent not inconsistent 
with those prescribed by this section. The duties are derived from section 47a of the Bankruptcy 
Act [section 75(a) of former title 11]. 

The trustee's principal duty is to collect and reduce to money the property of the estate for 
which he serves, and to close up the estate as expeditiously as is compatible with the best 
interests of parties in interest. He must be accountable for all property received, and must 
investigate the financial affairs of the debtor. If a purpose would be served (such as if there are 
assets that will be distributed), the trustee is required to examine proofs of claims and object to 
the allowance of any claim that is improper. If advisable, the trustee must oppose the discharge 
of the debtor, which is for the benefit of general unsecured creditors whom the trustee 
represents. 

The trustee is responsible to furnish such information concerning the estate and its 
administration as is requested by a party in interest. If the business of the debtor is authorized to 
be operated, then the trustee is required to file with governmental units charged with the 
responsibility for collection or determination of any tax arising out of the operation of the 
business periodic reports and summaries of the operation, including a statement of receipts and 
disbursements, and such other information as the court requires. He is required to give 
constructive notice of the commencement of the case in the manner specified under section 
342(b). 

REFERENCES IN TEXT 
Section 3 of the Employee Retirement Income Security Act of 1974, referred to in subsec. 

(a)(11), is classified to section 1002 of Title 29, Labor. 

Sections 464 and 466 of the Social Security Act, referred to in subsec. (c)(1)(A)(i), are 
classified to sections 664 and 666, respectively, of Title 42, The Public Health and Welfare. 

AMENDMENTS 
2010—Subsec. (a)(3). Pub. L. 111–327 substituted "521(a)(2)(B)" for "521(2)(B)". 
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2009—Subsec. (b)(1)(B). Pub. L. 111–16 substituted "7 days" for "5 days". 

2005—Pub. L. 109–8, §102(c)(1), designated existing provisions as subsec. (a). 

Subsec. (a)(10). Pub. L. 109–8, §219(a)(1), added par. (10). 

Subsec. (a)(11). Pub. L. 109–8, §446(b), added par. (11). 

Subsec. (a)(12). Pub. L. 109–8, §1105(a), added par. (12). 

Subsec. (b). Pub. L. 109–8, §102(c)(2), added subsec. (b). 

Subsec. (c). Pub. L. 109–8, §219(a)(2), added subsec. (c). 

1986—Par. (8). Pub. L. 99–554, §217(1), inserted ", with the United States trustee," after 
"with the court" and "the United States trustee or" after "information as". 

Par. (9). Pub. L. 99–554, §217(2), inserted "with the United States trustee" after "court". 

1984—Par. (1). Pub. L. 98–353, §474, substituted "close such estate" for "close up such 
estate". 

Pars. (3) to (9). Pub. L. 98–353, §311(a), added par. (3) and redesignated former pars. (3) to 
(8) as (4) to (9), respectively. 

§705. Creditors' committee 
(a) At the meeting under section 341(a) of this title, creditors that may vote for a trustee under 

section 702(a) of this title may elect a committee of not fewer than three, and not more than 
eleven, creditors, each of whom holds an allowable unsecured claim of a kind entitled to 
distribution under section 726(a)(2) of this title. 

(b) A committee elected under subsection (a) of this section may consult with the trustee or 
the United States trustee in connection with the administration of the estate, make 
recommendations to the trustee or the United States trustee respecting the performance of the 
trustee's duties, and submit to the court or the United States trustee any question affecting the 
administration of the estate. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2605; Pub. L. 99–554, title II, §218, Oct. 27, 1986, 100 
Stat. 3100.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 705(a) of the House amendment adopts a provision contained in the Senate 

amendment that limits a committee of creditors to not more than 11; the House bill contained no 
maximum limitation. 

SENATE REPORT NO. 95–989 
This section is derived from section 44b of the Bankruptcy Act [section 72(b) of former title 

11] without substantial change. It permits election by general unsecured creditors of a 
committee of not fewer than 3 members and not more than 11 members to consult with the 
trustee in connection with the administration of the estate, to make recommendations to the 
trustee respecting the performance of his duties, and to submit to the court any question 
affecting the administration of the estate. There is no provision for compensation or 
reimbursement of its counsel. 

AMENDMENTS 
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1986—Subsec. (b). Pub. L. 99–554 inserted "or the United States trustee" in three places. 

§706. Conversion 
(a) The debtor may convert a case under this chapter to a case under chapter 11, 12, or 13 of 

this title at any time, if the case has not been converted under section 1112, 1208, or 1307 of 
this title. Any waiver of the right to convert a case under this subsection is unenforceable. 

(b) On request of a party in interest and after notice and a hearing, the court may convert a 
case under this chapter to a case under chapter 11 of this title at any time. 

(c) The court may not convert a case under this chapter to a case under chapter 12 or 13 of 
this title unless the debtor requests or consents to such conversion. 

(d) Notwithstanding any other provision of this section, a case may not be converted to a 
case under another chapter of this title unless the debtor may be a debtor under such chapter. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2606; Pub. L. 99–554, title II, §257(q), Oct. 27, 1986, 
100 Stat. 3115; Pub. L. 103–394, title V, §501(d)(22), Oct. 22, 1994, 108 Stat. 4146; Pub. L. 
109–8, title I, §101, Apr. 20, 2005, 119 Stat. 27.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 706(a) of the House amendment adopts a provision contained in the Senate 

amendment indicating that a waiver of the right to convert a case under section 706(a) is 
unenforceable. The explicit reference in title 11 forbidding the waiver of certain rights is not 
intended to imply that other rights, such as the right to file a voluntary bankruptcy case under 
section 301, may be waived. 

Section 706 of the House amendment adopts a similar provision contained in H.R. 8200 as 
passed by the House. Competing proposals contained in section 706(c) and section 706(d) of 
the Senate amendment are rejected. 

SENATE REPORT NO. 95–989 
Subsection (a) of this section gives the debtor the one-time absolute right of conversion of a 

liquidation case to a reorganization or individual repayment plan case. If the case has already 
once been converted from chapter 11 or 13 to chapter 7, then the debtor does not have that 
right. The policy of the provision is that the debtor should always be given the opportunity to 
repay his debts, and a waiver of the right to convert a case is unenforceable. 

Subsection (b) permits the court, on request of a party in interest and after notice and a 
hearing, to convert the case to chapter 11 at any time. The decision whether to convert is left in 
the sound discretion of the court, based on what will most inure to the benefit of all parties in 
interest. 

Subsection (c) is part of the prohibition against involuntary chapter 13 cases, and prohibits 
the court from converting a case to chapter 13 without the debtor's consent. 

Subsection (d) reinforces section 109 by prohibiting conversion to a chapter unless the debtor 
is eligible to be a debtor under that chapter. 

AMENDMENTS 
2005—Subsec. (c). Pub. L. 109–8 inserted "or consents to" after "requests". 

1994—Subsec. (a). Pub. L. 103–394 substituted "1208, or 1307" for "1307, or 1208". 
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1986—Subsec. (a). Pub. L. 99–554, §257(q)(1), inserted references to chapter 12 and 
section 1208 of this title. 

Subsec. (c). Pub. L. 99–554, §257(q)(2), inserted reference to chapter 12. 

§707. Dismissal of a case or conversion to a case under chapter 11 or 13 
(a) The court may dismiss a case under this chapter only after notice and a hearing and only 

for cause, including— 
(1) unreasonable delay by the debtor that is prejudicial to creditors; 
(2) nonpayment of any fees or charges required under chapter 123 of title 28; and 
(3) failure of the debtor in a voluntary case to file, within fifteen days or such additional time 

as the court may allow after the filing of the petition commencing such case, the information 
required by paragraph (1) of section 521(a), but only on a motion by the United States 
trustee. 
(b)(1) After notice and a hearing, the court, on its own motion or on a motion by the United 

States trustee, trustee (or bankruptcy administrator, if any), or any party in interest, may dismiss 
a case filed by an individual debtor under this chapter whose debts are primarily consumer 
debts, or, with the debtor's consent, convert such a case to a case under chapter 11 or 13 of 
this title, if it finds that the granting of relief would be an abuse of the provisions of this chapter. 
In making a determination whether to dismiss a case under this section, the court may not take 
into consideration whether a debtor has made, or continues to make, charitable contributions 
(that meet the definition of "charitable contribution" under section 548(d)(3)) to any qualified 
religious or charitable entity or organization (as that term is defined in section 548(d)(4)). 

(2)(A)(i) In considering under paragraph (1) whether the granting of relief would be an abuse 
of the provisions of this chapter, the court shall presume abuse exists if the debtor's current 
monthly income reduced by the amounts determined under clauses (ii), (iii), and (iv), and 
multiplied by 60 is not less than the lesser of— 

(I) 25 percent of the debtor's nonpriority unsecured claims in the case, or 
$6,000,1 whichever is greater; or 

(II) $10,000.1 
(ii)(I) The debtor's monthly expenses shall be the debtor's applicable monthly expense 

amounts specified under the National Standards and Local Standards, and the debtor's actual 
monthly expenses for the categories specified as Other Necessary Expenses issued by the 
Internal Revenue Service for the area in which the debtor resides, as in effect on the date of the 
order for relief, for the debtor, the dependents of the debtor, and the spouse of the debtor in a 
joint case, if the spouse is not otherwise a dependent. Such expenses shall include reasonably 
necessary health insurance, disability insurance, and health savings account expenses for the 
debtor, the spouse of the debtor, or the dependents of the debtor. Notwithstanding any other 
provision of this clause, the monthly expenses of the debtor shall not include any payments for 
debts. In addition, the debtor's monthly expenses shall include the debtor's reasonably 
necessary expenses incurred to maintain the safety of the debtor and the family of the debtor 
from family violence as identified under section 302 of the Family Violence Prevention and 
Services Act, or other applicable Federal law. The expenses included in the debtor's monthly 
expenses described in the preceding sentence shall be kept confidential by the court. In 
addition, if it is demonstrated that it is reasonable and necessary, the debtor's monthly 
expenses may also include an additional allowance for food and clothing of up to 5 percent of 
the food and clothing categories as specified by the National Standards issued by the Internal 
Revenue Service. 

(II) In addition, the debtor's monthly expenses may include, if applicable, the continuation of 
actual expenses paid by the debtor that are reasonable and necessary for care and support of 
an elderly, chronically ill, or disabled household member or member of the debtor's immediate 
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family (including parents, grandparents, siblings, children, and grandchildren of the debtor, the 
dependents of the debtor, and the spouse of the debtor in a joint case who is not a dependent) 
and who is unable to pay for such reasonable and necessary expenses. Such monthly 
expenses may include, if applicable, contributions to an account of a qualified ABLE program to 
the extent such contributions are not excess contributions (as described in section 4973(h) of 
the Internal Revenue Code of 1986) and if the designated beneficiary of such account is a child, 
stepchild, grandchild, or stepgrandchild of the debtor. 

(III) In addition, for a debtor eligible for chapter 13, the debtor's monthly expenses may 
include the actual administrative expenses of administering a chapter 13 plan for the district in 
which the debtor resides, up to an amount of 10 percent of the projected plan payments, as 
determined under schedules issued by the Executive Office for United States Trustees. 

(IV) In addition, the debtor's monthly expenses may include the actual expenses for each 
dependent child less than 18 years of age, not to exceed $1,500 1 per year per child, to attend a 
private or public elementary or secondary school if the debtor provides documentation of such 
expenses and a detailed explanation of why such expenses are reasonable and necessary, and 
why such expenses are not already accounted for in the National Standards, Local Standards, 
or Other Necessary Expenses referred to in subclause (I). 

(V) In addition, the debtor's monthly expenses may include an allowance for housing and 
utilities, in excess of the allowance specified by the Local Standards for housing and utilities 
issued by the Internal Revenue Service, based on the actual expenses for home energy costs if 
the debtor provides documentation of such actual expenses and demonstrates that such actual 
expenses are reasonable and necessary. 

(iii) The debtor's average monthly payments on account of secured debts shall be calculated 
as the sum of— 

(I) the total of all amounts scheduled as contractually due to secured creditors in each 
month of the 60 months following the date of the filing of the petition; and 

(II) any additional payments to secured creditors necessary for the debtor, in filing a plan 
under chapter 13 of this title, to maintain possession of the debtor's primary residence, motor 
vehicle, or other property necessary for the support of the debtor and the debtor's 
dependents, that serves as collateral for secured debts; 
divided by 60. 
(iv) The debtor's expenses for payment of all priority claims (including priority child support 

and alimony claims) shall be calculated as the total amount of debts entitled to priority, divided 
by 60. 

(B)(i) In any proceeding brought under this subsection, the presumption of abuse may only 
be rebutted by demonstrating special circumstances, such as a serious medical condition or a 
call or order to active duty in the Armed Forces, to the extent such special circumstances that 
justify additional expenses or adjustments of current monthly income for which there is no 
reasonable alternative. 

(ii) In order to establish special circumstances, the debtor shall be required to itemize each 
additional expense or adjustment of income and to provide— 

(I) documentation for such expense or adjustment to income; and 
(II) a detailed explanation of the special circumstances that make such expenses or 

adjustment to income necessary and reasonable. 
(iii) The debtor shall attest under oath to the accuracy of any information provided to 

demonstrate that additional expenses or adjustments to income are required. 
(iv) The presumption of abuse may only be rebutted if the additional expenses or adjustments 

to income referred to in clause (i) cause the product of the debtor's current monthly income 
reduced by the amounts determined under clauses (ii), (iii), and (iv) of subparagraph (A) when 
multiplied by 60 to be less than the lesser of— 
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(I) 25 percent of the debtor's nonpriority unsecured claims, or $6,000,1 whichever is 
greater; or 

(II) $10,000.1 
(C) As part of the schedule of current income and expenditures required under section 521, 

the debtor shall include a statement of the debtor's current monthly income, and the calculations 
that determine whether a presumption arises under subparagraph (A)(i), that show how each 
such amount is calculated. 

(D) Subparagraphs (A) through (C) shall not apply, and the court may not dismiss or convert 
a case based on any form of means testing— 

(i) if the debtor is a disabled veteran (as defined in section 3741(1) of title 38), and the 
indebtedness occurred primarily during a period during which he or she was— 

(I) on active duty (as defined in section 101(d)(1) of title 10); or 
(II) performing a homeland defense activity (as defined in section 901(1) of title 32); or 

(ii) with respect to the debtor, while the debtor is— 
(I) on, and during the 540-day period beginning immediately after the debtor is released 

from, a period of active duty (as defined in section 101(d)(1) of title 10) of not less than 90 
days; or 

(II) performing, and during the 540-day period beginning immediately after the debtor is 
no longer performing, a homeland defense activity (as defined in section 901(1) of title 32) 
performed for a period of not less than 90 days; 

if after September 11, 2001, the debtor while a member of a reserve component of the Armed 
Forces or a member of the National Guard, was called to such active duty or performed such 
homeland defense activity. 

(3) In considering under paragraph (1) whether the granting of relief would be an abuse of the 
provisions of this chapter in a case in which the presumption in paragraph (2)(A)(i) does not 
arise or is rebutted, the court shall consider— 

(A) whether the debtor filed the petition in bad faith; or 
(B) the totality of the circumstances (including whether the debtor seeks to reject a 

personal services contract and the financial need for such rejection as sought by the debtor) 
of the debtor's financial situation demonstrates abuse. 
(4)(A) The court, on its own initiative or on the motion of a party in interest, in accordance 

with the procedures described in rule 9011 of the Federal Rules of Bankruptcy Procedure, may 
order the attorney for the debtor to reimburse the trustee for all reasonable costs in prosecuting 
a motion filed under section 707(b), including reasonable attorneys' fees, if— 

(i) a trustee files a motion for dismissal or conversion under this subsection; and 
(ii) the court— 

(I) grants such motion; and 
(II) finds that the action of the attorney for the debtor in filing a case under this chapter 

violated rule 9011 of the Federal Rules of Bankruptcy Procedure. 
(B) If the court finds that the attorney for the debtor violated rule 9011 of the Federal Rules of 

Bankruptcy Procedure, the court, on its own initiative or on the motion of a party in interest, in 
accordance with such procedures, may order— 

(i) the assessment of an appropriate civil penalty against the attorney for the debtor; and 
(ii) the payment of such civil penalty to the trustee, the United States trustee (or the 

bankruptcy administrator, if any). 
(C) The signature of an attorney on a petition, pleading, or written motion shall constitute a 

certification that the attorney has— 
(i) performed a reasonable investigation into the circumstances that gave rise to the 

petition, pleading, or written motion; and 
(ii) determined that the petition, pleading, or written motion— 

(I) is well grounded in fact; and 
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(II) is warranted by existing law or a good faith argument for the extension, modification, 
or reversal of existing law and does not constitute an abuse under paragraph (1). 

(D) The signature of an attorney on the petition shall constitute a certification that the attorney 
has no knowledge after an inquiry that the information in the schedules filed with such petition is 
incorrect. 

(5)(A) Except as provided in subparagraph (B) and subject to paragraph (6), the court, on its 
own initiative or on the motion of a party in interest, in accordance with the procedures 
described in rule 9011 of the Federal Rules of Bankruptcy Procedure, may award a debtor all 
reasonable costs (including reasonable attorneys' fees) in contesting a motion filed by a party in 
interest (other than a trustee or United States trustee (or bankruptcy administrator, if any)) under 
this subsection if— 

(i) the court does not grant the motion; and 
(ii) the court finds that— 

(I) the position of the party that filed the motion violated rule 9011 of the Federal Rules of 
Bankruptcy Procedure; or 

(II) the attorney (if any) who filed the motion did not comply with the requirements of 
clauses (i) and (ii) of paragraph (4)(C), and the motion was made solely for the purpose of 
coercing a debtor into waiving a right guaranteed to the debtor under this title. 

(B) A small business that has a claim of an aggregate amount less than $1,000 1 shall not be 
subject to subparagraph (A)(ii)(I). 

(C) For purposes of this paragraph— 
(i) the term "small business" means an unincorporated business, partnership, corporation, 

association, or organization that— 
(I) has fewer than 25 full-time employees as determined on the date on which the motion 

is filed; and 
(II) is engaged in commercial or business activity; and 

(ii) the number of employees of a wholly owned subsidiary of a corporation includes the 
employees of— 

(I) a parent corporation; and 
(II) any other subsidiary corporation of the parent corporation. 

(6) Only the judge or United States trustee (or bankruptcy administrator, if any) may file a 
motion under section 707(b), if the current monthly income of the debtor, or in a joint case, the 
debtor and the debtor's spouse, as of the date of the order for relief, when multiplied by 12, is 
equal to or less than— 

(A) in the case of a debtor in a household of 1 person, the median family income of the 
applicable State for 1 earner; 

(B) in the case of a debtor in a household of 2, 3, or 4 individuals, the highest median 
family income of the applicable State for a family of the same number or fewer individuals; or 

(C) in the case of a debtor in a household exceeding 4 individuals, the highest median 
family income of the applicable State for a family of 4 or fewer individuals, plus $525 1 per 
month for each individual in excess of 4. 
(7)(A) No judge, United States trustee (or bankruptcy administrator, if any), trustee, or other 

party in interest may file a motion under paragraph (2) if the current monthly income of the 
debtor, including a veteran (as that term is defined in section 101 of title 38), and the debtor's 
spouse combined, as of the date of the order for relief when multiplied by 12, is equal to or less 
than— 

(i) in the case of a debtor in a household of 1 person, the median family income of the 
applicable State for 1 earner; 

(ii) in the case of a debtor in a household of 2, 3, or 4 individuals, the highest median family 
income of the applicable State for a family of the same number or fewer individuals; or 
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(iii) in the case of a debtor in a household exceeding 4 individuals, the highest median 
family income of the applicable State for a family of 4 or fewer individuals, plus $525 1 per 
month for each individual in excess of 4. 
(B) In a case that is not a joint case, current monthly income of the debtor's spouse shall not 

be considered for purposes of subparagraph (A) if— 
(i)(I) the debtor and the debtor's spouse are separated under applicable nonbankruptcy 

law; or 
(II) the debtor and the debtor's spouse are living separate and apart, other than for the 

purpose of evading subparagraph (A); and 
(ii) the debtor files a statement under penalty of perjury— 

(I) specifying that the debtor meets the requirement of subclause (I) or (II) of clause (i); 
and 

(II) disclosing the aggregate, or best estimate of the aggregate, amount of any cash or 
money payments received from the debtor's spouse attributed to the debtor's current 
monthly income. 

(c)(1) In this subsection— 
(A) the term "crime of violence" has the meaning given such term in section 16 of title 18; 

and 
(B) the term "drug trafficking crime" has the meaning given such term in section 924(c)(2) 

of title 18. 
(2) Except as provided in paragraph (3), after notice and a hearing, the court, on a motion by 

the victim of a crime of violence or a drug trafficking crime, may when it is in the best interest of 
the victim dismiss a voluntary case filed under this chapter by a debtor who is an individual if 
such individual was convicted of such crime. 

(3) The court may not dismiss a case under paragraph (2) if the debtor establishes by a 
preponderance of the evidence that the filing of a case under this chapter is necessary to satisfy 
a claim for a domestic support obligation. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2606; Pub. L. 98–353, title III, §§312, 475, July 10, 
1984, 98 Stat. 355, 381; Pub. L. 99–554, title II, §219, Oct. 27, 1986, 100 Stat. 3100; Pub. L. 
105–183, §4(b), June 19, 1998, 112 Stat. 518; Pub. L. 109–8, title I, §102(a), (f), Apr. 20, 2005, 
119 Stat. 27, 33; Pub. L. 110–438, §2, Oct. 20, 2008, 122 Stat. 5000; Pub. L. 111–320, title II, 
§202(a), Dec. 20, 2010, 124 Stat. 3509; Pub. L. 111–327, §2(a)(25), Dec. 22, 2010, 124 Stat. 
3560; Pub. L. 113–295, div. B, title I, §104(b), Dec. 19, 2014, 128 Stat. 4064.) 

APPLICABILITY OF AMENDMENT 
For limited applicability of amendment by Pub. L. 110–438, see Effective Date of 2008 

Amendment note below. 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 707 of the House amendment indicates that the court may dismiss a case only after 

notice and a hearing. 

SENATE REPORT NO. 95–989 
This section authorizes the court to dismiss a liquidation case only for cause, such as 

unreasonable delay by the debtor that is prejudicial to creditors or nonpayment of any fees and 
charges required under chapter 123 [§1911 et seq.] of title 28. These causes are not 
exhaustive, but merely illustrative. The section does not contemplate, however, that the ability of 
the debtor to repay his debts in whole or in part constitutes adequate cause for dismissal. To 
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permit dismissal on that ground would be to enact a non-uniform mandatory chapter 13, in lieu 
of the remedy of bankruptcy. 

REFERENCES IN TEXT 
Section 302 of the Family Violence Prevention and Services Act, referred to in subsec. 

(b)(2)(A)(ii)(I), is classified to section 10402 of Title 42, The Public Health and Welfare. 

The Internal Revenue Code of 1986, referred to in subsec. (b)(2)(A)(ii)(II), is classified 
generally to Title 26, Internal Revenue Code. 

The Federal Rules of Bankruptcy Procedure, referred to in subsec. (b)(4)(A), (B), (5)(A), are 
set out in the Appendix to this title. 

AMENDMENTS 
2014—Subsec. (b)(2)(A)(ii)(II). Pub. L. 113–295 inserted at end "Such monthly expenses may 

include, if applicable, contributions to an account of a qualified ABLE program to the extent such 
contributions are not excess contributions (as described in section 4973(h) of the Internal 
Revenue Code of 1986) and if the designated beneficiary of such account is a child, stepchild, 
grandchild, or stepgrandchild of the debtor." 

2010—Subsec. (a)(3). Pub. L. 111–327, §2(a)(25)(A), substituted "521(a)" for "521". 

Subsec. (b)(2)(A)(ii)(I). Pub. L. 111–320 substituted "section 302 of the Family Violence 
Prevention and Services Act" for "section 309 of the Family Violence Prevention and Services 
Act". 

Subsec. (b)(2)(A)(iii)(I). Pub. L. 111–327, §2(a)(25)(B)(i), inserted "of the filing" after "date". 

Subsec. (b)(3). Pub. L. 111–327, §2(a)(25)(B)(ii), substituted "paragraph (2)(A)(i)" for 
"subparagraph (A)(i) of such paragraph" in introductory provisions. 

2008—Subsec. (b)(2)(D). Pub. L. 110–438 substituted "testing—" for "testing," in introductory 
provisions, inserted cl. (i) designation before "if the debtor", redesignated former cls. (i) and (ii) 
as subcls. (I) and (II), respectively, of cl. (i) and added cl. (ii). 

2005—Pub. L. 109–8, §102(a)(1), substituted "Dismissal of a case or conversion to a case 
under chapter 11 or 13" for "Dismissal" in section catchline. 

Subsec. (b). Pub. L. 109–8, §102(a)(2), designated existing provisions as par. (1), substituted 
"trustee (or bankruptcy administrator, if any), or" for "but not at the request or suggestion of" and 
"an abuse" for "a substantial abuse", inserted ", or, with the debtor's consent, convert such a 
case to a case under chapter 11 or 13 of this title," after "consumer debts", struck out "There 
shall be a presumption in favor of granting the relief requested by the debtor." before "In 
making", and added pars. (2) to (7). 

Subsec. (c). Pub. L. 109–8, §102(f), added subsec. (c). 

1998—Subsec. (b). Pub. L. 105–183 inserted at end "In making a determination whether to 
dismiss a case under this section, the court may not take into consideration whether a debtor 
has made, or continues to make, charitable contributions (that meet the definition of 'charitable 
contribution' under section 548(d)(3)) to any qualified religious or charitable entity or 
organization (as that term is defined in section 548(d)(4))." 

1986—Subsec. (a)(3). Pub. L. 99–554, §219(a), added par. (3). 
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Subsec. (b). Pub. L. 99–554, §219(b), substituted "motion or on a motion by the United States 
trustee, but" for "motion and". 

1984—Pub. L. 98–353 designated existing provisions as subsec. (a) and in pars. (1) and (2) 
substituted "or" for "and", and added subsec. (b). 

SCHEDULES OF REASONABLE AND NECESSARY EXPENSES 
Pub. L. 109–8, title I, §107, Apr. 20, 2005, 119 Stat. 42, provided that: "For purposes of 

section 707(b) of title 11, United States Code, as amended by this Act, the Director of the 
Executive Office for United States Trustees shall, not later than 180 days after the date of 
enactment of this Act [Apr. 20, 2005], issue schedules of reasonable and necessary 
administrative expenses of administering a chapter 13 plan for each judicial district of the United 
States." 

ADJUSTMENT OF DOLLAR AMOUNTS 
The dollar amounts specified in this section were adjusted by notices of the Judicial 

Conference of the United States pursuant to section 104 of this title as follows: 

By notice dated Feb. 5, 2019, 84 F.R. 3488, effective Apr. 1, 2019, in subsec. (b)(2)(A)(i)(I), 
dollar amount "7,700" was adjusted to "8,175"; in subsec. (b)(2)(A)(i)(II), dollar amount "12,850" 
was adjusted to "13,650"; in subsec. (b)(2)(A)(ii)(IV), dollar amount "1,925" was adjusted to 
"2,050"; in subsec. (b)(2)(B)(iv)(I), dollar amount "7,700" was adjusted to "8,175"; in subsec. 
(b)(2)(B)(iv)(II), dollar amount "12,850" was adjusted to "13,650"; in subsec. (b)(5)(B), dollar 
amount "1,300" was adjusted to "1,375"; in subsec. (b)(6)(C), dollar amount "700" was adjusted 
to "750"; and, in subsec. (b)(7)(A)(iii), dollar amount "700" was adjusted to "750". See notice of 
the Judicial Conference of the United States set out as a note under section 104 of this title. 

By notice dated Feb. 16, 2016, 81 F.R. 8748, effective Apr. 1, 2016, in subsec. (b)(2)(A)(i)(I), 
dollar amount "7,475" was adjusted to "7,700"; in subsec. (b)(2)(A)(i)(II), dollar amount "12,475" 
was adjusted to "12,850"; in subsec. (b)(2)(A)(ii)(IV), dollar amount "1,875" was adjusted to 
"1,925"; in subsec. (b)(2)(B)(iv)(I), dollar amount "7,475" was adjusted to "7,700"; in subsec. 
(b)(2)(B)(iv)(II), dollar amount "12,475" was adjusted to "12,850"; in subsec. (b)(5)(B), dollar 
amount "1,250" was adjusted to "1,300"; in subsec. (b)(6)(C), dollar amount "675" was adjusted 
to "700"; and, in subsec. (b)(7)(A)(iii), dollar amount "675" was adjusted to "700". 

By notice dated Feb. 12, 2013, 78 F.R. 12089, effective Apr. 1, 2013, in subsec. 
(b)(2)(A)(i)(I), dollar amount "7,025" was adjusted to "7,475"; in subsec. (b)(2)(A)(i)(II), dollar 
amount "11,725" was adjusted to "12,475"; in subsec. (b)(2)(A)(ii)(IV), dollar amount "1,775" 
was adjusted to "1,875"; in subsec. (b)(2)(B)(iv)(I), dollar amount "7,025" was adjusted to 
"7,475"; in subsec. (b)(2)(B)(iv)(II), dollar amount "11,725" was adjusted to "12,475"; in subsec. 
(b)(5)(B), dollar amount "1,175" was adjusted to "1,250"; in subsec. (b)(6)(C), dollar amount 
"625" was adjusted to "675"; and, in subsec. (b)(7)(A)(iii), dollar amount "625" was adjusted to 
"675". 

By notice dated Feb. 19, 2010, 75 F.R. 8747, effective Apr. 1, 2010, in subsec. (b)(2)(A)(i)(I), 
dollar amount "6,575" was adjusted to "7,025"; in subsec. (b)(2)(A)(i)(II), dollar amount "10,950" 
was adjusted to "11,725"; in subsec. (b)(2)(A)(ii)(IV), dollar amount "1,650" was adjusted to 
"1,775"; in subsec. (b)(2)(B)(iv)(I), dollar amount "6,575" was adjusted to "7,025"; in subsec. 
(b)(2)(B)(iv)(II), dollar amount "10,950" was adjusted to "11,725"; in subsec. (b)(5)(B), dollar 
amount "1,100" was adjusted to "1,175"; in subsec. (b)(6)(C), dollar amount "575" was adjusted 
to "625"; and, in subsec. (b)(7)(A)(iii), dollar amount "575" was adjusted to "625". 
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By notice dated Feb. 7, 2007, 72 F.R. 7082, effective Apr. 1, 2007, as amended by notice 
dated Mar. 26, 2007, 72 F.R. 15162, in subsec. (b)(2)(A)(i)(I), dollar amount "6,000" was 
adjusted to "6,575"; in subsec. (b)(2)(A)(i)(II), dollar amount "10,000" was adjusted to "10,950"; 
in subsec. (b)(2)(A)(ii)(IV), dollar amount "1,500" was adjusted to "1,650"; in subsec. 
(b)(2)(B)(iv)(I), dollar amount "6,000" was adjusted to "6,575"; in subsec. (b)(2)(B)(iv)(II), dollar 
amount "10,000" was adjusted to "10,950"; in subsec. (b)(5)(B), dollar amount "1,000" was 
adjusted to "1,100"; in subsec. (b)(6)(C), dollar amount "525" was adjusted to "575"; and, in 
subsec. (b)(7)(A)(iii), dollar amount "525" was adjusted to "575". 

RULES PROMULGATED BY SUPREME COURT 
United States Supreme Court to prescribe general rules implementing the practice and 

procedure to be followed under subsec. (b) of this section, with section 2075 of Title 28, 
Judiciary and Judicial Procedure, to apply with respect to such general rules, see section 320 of 
Pub. L. 98–353, set out as a note under section 2075 of Title 28. 

1 See Adjustment of Dollar Amounts notes below. 

SUBCHAPTER II—COLLECTION, LIQUIDATION, AND DISTRIBUTION OF 
THE ESTATE 

§721. Authorization to operate business 
The court may authorize the trustee to operate the business of the debtor for a limited period, 

if such operation is in the best interest of the estate and consistent with the orderly liquidation of 
the estate. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2606.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 
This section is derived from section 2a(5) of the Bankruptcy Act [section 11(a)(5) of former 

title 11]. It permits the court to authorize the operation of any business of the debtor for a limited 
period, if the operation is in the best interest of the estate and consistent with orderly liquidation 
of the estate. An example is the operation of a watch company to convert watch movements 
and cases into completed watches which will bring much higher prices than the component 
parts would have brought. 

§722. Redemption 
An individual debtor may, whether or not the debtor has waived the right to redeem under this 

section, redeem tangible personal property intended primarily for personal, family, or household 
use, from a lien securing a dischargeable consumer debt, if such property is exempted under 
section 522 of this title or has been abandoned under section 554 of this title, by paying the 
holder of such lien the amount of the allowed secured claim of such holder that is secured by 
such lien in full at the time of redemption. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2606; Pub. L. 109–8, title III, §304(2), Apr. 20, 2005, 
119 Stat. 79.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
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Section 722 of the House amendment adopts the position taken in H.R. 8200 as passed by 
the House and rejects the alternative contained in section 722 of the Senate amendment. 

SENATE REPORT NO. 95–989 
This section is new and is broader than rights of redemption under the Uniform Commercial 

Code. It authorizes an individual debtor to redeem tangible personal property intended primarily 
for personal, family, or household use, from a lien securing a nonpurchase money 
dischargeable consumer debt. It applies only if the debtor's interest in the property is exempt or 
has been abandoned. 

This right to redeem is a very substantial change from current law. To prevent abuses such 
as may occur when the debtor deliberately allows the property to depreciate in value, the debtor 
will be required to pay the fair market value of the goods or the amount of the claim if the claim 
is less. The right is personal to the debtor and not assignable. 

HOUSE REPORT NO. 95–595 
This section is new and is broader than rights of redemption under the Uniform Commercial 

Code. It authorizes an individual debtor to redeem tangible personal property intended primarily 
for personal, family, or household use, from a lien securing a dischargeable consumer debt. It 
applies only if the debtor's interest in the property is exempt or has been abandoned. 

The right to redeem extends to the whole of the property, not just the debtor's exempt interest 
in it. Thus, for example, if a debtor owned a $2,000 car, subject to a $1,200 lien, the debtor 
could exempt his $800 interest in the car. The debtor is permitted a $1,500 exemption in a car, 
proposed 11 U.S.C. 522(d)(2). This section permits him to pay the holder of the lien $1,200 and 
redeem the entire car, not just the remaining $700 of his exemption. The redemption is 
accomplished by paying the holder of the lien the amount of the allowed claim secured by the 
lien. The provision amounts to a right of first refusal for the debtor in consumer goods that might 
otherwise be repossessed. The right of redemption under this section is not waivable. 

AMENDMENTS 
2005—Pub. L. 109–8 inserted "in full at the time of redemption" before period at end. 

§723. Rights of partnership trustee against general partners 
(a) If there is a deficiency of property of the estate to pay in full all claims which are allowed in 

a case under this chapter concerning a partnership and with respect to which a general partner 
of the partnership is personally liable, the trustee shall have a claim against such general 
partner to the extent that under applicable nonbankruptcy law such general partner is personally 
liable for such deficiency. 

(b) To the extent practicable, the trustee shall first seek recovery of such deficiency from any 
general partner in such partnership that is not a debtor in a case under this title. Pending 
determination of such deficiency, the court may order any such partner to provide the estate 
with indemnity for, or assurance of payment of, any deficiency recoverable from such partner, or 
not to dispose of property. 

(c) The trustee has a claim against the estate of each general partner in such partnership that 
is a debtor in a case under this title for the full amount of all claims of creditors allowed in the 
case concerning such partnership. Notwithstanding section 502 of this title, there shall not be 
allowed in such partner's case a claim against such partner on which both such partner and 
such partnership are liable, except to any extent that such claim is secured only by property of 
such partner and not by property of such partnership. The claim of the trustee under this 
subsection is entitled to distribution in such partner's case under section 726(a) of this title the 
same as any other claim of a kind specified in such section. 

EXTRACT



347 
 

(d) If the aggregate that the trustee recovers from the estates of general partners under 
subsection (c) of this section is greater than any deficiency not recovered under subsection (b) 
of this section, the court, after notice and a hearing, shall determine an equitable distribution of 
the surplus so recovered, and the trustee shall distribute such surplus to the estates of the 
general partners in such partnership according to such determination. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2606; Pub. L. 98–353, title III, §476, July 10, 1984, 98 
Stat. 381; Pub. L. 103–394, title II, §212, Oct. 22, 1994, 108 Stat. 4125; Pub. L. 111–327, 
§2(a)(26), Dec. 22, 2010, 124 Stat. 3560.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 723(c) of the House amendment is a compromise between similar provisions 

contained in the House bill and Senate amendment. The section makes clear that the trustee of 
a partnership has a claim against each general partner for the full amount of all claims of 
creditors allowed in the case concerning the partnership. By restricting the trustee's rights to 
claims of "creditors," the trustee of the partnership will not have a claim against the general 
partners for administrative expenses or claims allowed in the case concerning the partnership. 
As under present law, sections of the Bankruptcy Act [former title 11] applying to codebtors and 
sureties apply to the relationship of a partner with respect to a partnership debtor. See sections 
501(b), 502(e), 506(d)(2), 509, 524(d), and 1301 of title 11. 

SENATE REPORT NO. 95–989 
This section is a significant departure from present law. It repeals the jingle rule, which, for 

ease of administration, denied partnership creditors their rights against general partners by 
permitting general partners' individual creditors to share in their estates first to the exclusion of 
partnership creditors. The result under this section more closely tracks generally applicable 
partnership law, without a significant administrative burden. 

Subsection (a) specifies that each general partner in a partnership debtor is liable to the 
partnership's trustee for any deficiency of partnership property to pay in full all administrative 
expenses and all claims against the partnership. 

Subsection (b) requires the trustee to seek recovery of the deficiency from any general 
partner that is not a debtor in a bankruptcy case. The court is empowered to order that partner 
to indemnify the estate or not to dispose of property pending a determination of the deficiency. 
The language of the subsection is directed to cases under the bankruptcy code. However, if, 
during the early stages of the transition period, a partner in a partnership is proceeding under 
the Bankruptcy Act [former title 11] while the partnership is proceeding under the bankruptcy 
code, the trustee should not first seek recovery against the Bankruptcy Act partner. Rather, the 
Bankruptcy Act partner should be deemed for the purposes of this section and the rights of the 
trustee to be proceeding under title 11. 

Subsection (c) requires the partnership trustee to seek recovery of the full amount of the 
deficiency from the estate of each general partner that is a debtor in a bankruptcy case. The 
trustee will share equally with the partners' individual creditors in the assets of the partners' 
estates. Claims of partnership creditors who may have filed against the partner will be 
disallowed to avoid double counting. 

Subsection (d) provides for the case where the total recovery from all of the bankrupt general 
partners is greater than the deficiency of which the trustee sought recovery. This case would 
most likely occur for a partnership with a large number of general partners. If the situation 
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arises, the court is required to determine an equitable redistribution of the surplus to the estate 
of the general partners. The determination will be based on factors such as the relative liability 
of each of the general partners under the partnership agreement and the relative rights of each 
of the general partners in the profits of the enterprise under the partnership agreement. 

AMENDMENTS 
2010—Subsec. (c). Pub. L. 111–327 substituted "The trustee has" for "Notwithstanding 

section 728(c) of this title, the trustee has". 

1994—Subsec. (a). Pub. L. 103–394 substituted "to the extent that under applicable 
nonbankruptcy law such general partner is personally liable for such deficiency" for "for the full 
amount of the deficiency". 

1984—Subsec. (a). Pub. L. 98–353, §476, substituted provisions that the trustee shall have a 
claim for the full amount of the deficiency against a general partner who is personally liable with 
respect to claims concerning partnerships which are allowed in a case under this chapter, for 
provisions that each general partner in the partnership would be liable to the trustee for the full 
amount of such deficiency. 

Subsec. (c). Pub. L. 98–353, §476(b), substituted "such partner's case" for "such case" in two 
places, "by property of such partnership" for "be property of such partnership", and "a kind 
specified in such section" for "the kind specified in such section". 

§724. Treatment of certain liens 
(a) The trustee may avoid a lien that secures a claim of a kind specified in section 726(a)(4) 

of this title. 
(b) Property in which the estate has an interest and that is subject to a lien that is not 

avoidable under this title (other than to the extent that there is a properly perfected unavoidable 
tax lien arising in connection with an ad valorem tax on real or personal property of the estate) 
and that secures an allowed claim for a tax, or proceeds of such property, shall be distributed— 

(1) first, to any holder of an allowed claim secured by a lien on such property that is not 
avoidable under this title and that is senior to such tax lien; 

(2) second, to any holder of a claim of a kind specified in section 507(a)(1)(C) or 507(a)(2) 
(except that such expenses under each such section, other than claims for wages, salaries, 
or commissions that arise after the date of the filing of the petition, shall be limited to 
expenses incurred under this chapter and shall not include expenses incurred under chapter 
11 of this title), 507(a)(1)(A), 507(a)(1)(B), 507(a)(3), 507(a)(4), 507(a)(5), 507(a)(6), or 
507(a)(7) of this title, to the extent of the amount of such allowed tax claim that is secured by 
such tax lien; 

(3) third, to the holder of such tax lien, to any extent that such holder's allowed tax claim 
that is secured by such tax lien exceeds any amount distributed under paragraph (2) of this 
subsection; 

(4) fourth, to any holder of an allowed claim secured by a lien on such property that is not 
avoidable under this title and that is junior to such tax lien; 

(5) fifth, to the holder of such tax lien, to the extent that such holder's allowed claim 
secured by such tax lien is not paid under paragraph (3) of this subsection; and 

(6) sixth, to the estate. 
(c) If more than one holder of a claim is entitled to distribution under a particular paragraph of 

subsection (b) of this section, distribution to such holders under such paragraph shall be in the 
same order as distribution to such holders would have been other than under this section. 

EXTRACT



349 
 

(d) A statutory lien the priority of which is determined in the same manner as the priority of a 
tax lien under section 6323 of the Internal Revenue Code of 1986 shall be treated under 
subsection (b) of this section the same as if such lien were a tax lien. 

(e) Before subordinating a tax lien on real or personal property of the estate, the trustee 
shall— 

(1) exhaust the unencumbered assets of the estate; and 
(2) in a manner consistent with section 506(c), recover from property securing an allowed 

secured claim the reasonable, necessary costs and expenses of preserving or disposing of 
such property. 
(f) Notwithstanding the exclusion of ad valorem tax liens under this section and subject to the 

requirements of subsection (e), the following may be paid from property of the estate which 
secures a tax lien, or the proceeds of such property: 

(1) Claims for wages, salaries, and commissions that are entitled to priority under section 
507(a)(4). 

(2) Claims for contributions to an employee benefit plan entitled to priority under section 
507(a)(5). 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2607; Pub. L. 98–353, title III, §477, July 10, 1984, 98 
Stat. 381; Pub. L. 99–554, title II, §283(r), Oct. 27, 1986, 100 Stat. 3118; Pub. L. 103–394, title 
III, §304(h)(4), title V, §501(d)(23), Oct. 22, 1994, 108 Stat. 4134, 4146; Pub. L. 109–8, title VII, 
§701(a), Apr. 20, 2005, 119 Stat. 124; Pub. L. 111–327, §2(a)(27), Dec. 22, 2010, 124 Stat. 
3560.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 724 of the House amendment adopts the provision taken in the House bill and rejects 

the provision taken in the Senate amendment. In effect, a tax claim secured by a lien is treated 
as a claim between the fifth and sixth priority in a case under chapter 7 rather than as a secured 
claim. 

Treatment of certain liens: The House amendment modifies present law by requiring the 
subordination of tax liens on both real and personal property to the payment of claims having a 
priority. This means that assets are to be distributed from the debtor's estate to pay higher 
priority claims before the tax claims are paid, even though the tax claims are properly secured. 
Under present law and the Senate amendment only tax liens on personal property, but not on 
real property, are subordinated to the payment of claims having a priority above the priority for 
tax claims. 

SENATE REPORT NO. 95–989 
Subsection (a) of section 724 permits the trustee to avoid a lien that secures a fine, penalty, 

forfeiture, or multiple, punitive, or exemplary damages claim to the extent that the claim is not 
compensation for actual pecuniary loss. The subsection follows the policy found in section 57j of 
the Bankruptcy Act [section 93(j) of former title 11] of protecting unsecured creditors from the 
debtor's wrongdoing, but expands the protection afforded. The lien is made voidable rather than 
void in chapter 7, in order to permit the lien to be revived if the case is converted to chapter 11 
under which penalty liens are not voidable. To make the lien void would be to permit the filing of 
a chapter 7, the voiding of the lien, and the conversion to a chapter 11, simply to avoid a penalty 
lien, which should be valid in a reorganization case. 

Subsection (b) governs tax liens. This provision retains the rule of present bankruptcy law 
(§67(C)(3) of the Bankruptcy Act [section 107(c)(3) of former title 11]) that a tax lien on personal 
property, if not avoidable by the trustee, is subordinated in payment to unsecured claims having 
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CHAPTER 9—ADJUSTMENT OF DEBTS OF A MUNICIPALITY 
SUBCHAPTER I—GENERAL PROVISIONS 

Sec. 
901. Applicability of other sections of this title. 
902. Definitions for this chapter. 
903. Reservation of State power to control municipalities. 
904. Limitation on jurisdiction and powers of court. 

         

SUBCHAPTER II—ADMINISTRATION 
921. Petition and proceedings relating to petition. 
922. Automatic stay of enforcement of claims against the debtor. 
923. Notice. 
924. List of creditors. 
925. Effect of list of claims. 
926. Avoiding powers. 
927. Limitation on recourse. 
928. Post petition effect of security interest. 
929. Municipal leases. 
930. Dismissal. 

         

SUBCHAPTER III—THE PLAN 
941. Filing of plan. 
942. Modification of plan. 
943. Confirmation. 
944. Effect of confirmation. 
945. Continuing jurisdiction and closing of the case. 
946. Effect of exchange of securities before the date of the filing of the petition. 

         

AMENDMENTS 
1988—Pub. L. 100–597, §11, Nov. 3, 1988, 102 Stat. 3030, added items 927 to 929 and 

redesignated former item 927 as 930. 

SUBCHAPTER I—GENERAL PROVISIONS 
§901. Applicability of other sections of this title 

(a) Sections 301, 333, 344, 347(b), 349, 350(b) 351,,1 361, 362, 364(c), 364(d), 364(e), 
364(f), 365, 366, 501, 502, 503, 504, 506, 507(a)(2), 509, 510, 524(a)(1), 524(a)(2), 544, 545, 
546, 547, 548, 549(a), 549(c), 549(d), 550, 551, 552, 553, 555, 556, 557, 559, 560, 561, 562, 
1102, 1103, 1109, 1111(b), 1122, 1123(a)(1), 1123(a)(2), 1123(a)(3), 1123(a)(4), 1123(a)(5), 
1123(b), 1123(d), 1124, 1125, 1126(a), 1126(b), 1126(c), 1126(e), 1126(f), 1126(g), 1127(d), 
1128, 1129(a)(2), 1129(a)(3), 1129(a)(6), 1129(a)(8), 1129(a)(10), 1129(b)(1), 1129(b)(2)(A), 
1129(b)(2)(B), 1142(b), 1143, 1144, and 1145 of this title apply in a case under this chapter. 

(b) A term used in a section of this title made applicable in a case under this chapter by 
subsection (a) of this section or section 103(e) 2 of this title has the meaning defined for such 
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term for the purpose of such applicable section, unless such term is otherwise defined in section 
902 of this title. 

(c) A section made applicable in a case under this chapter by subsection (a) of this section 
that is operative if the business of the debtor is authorized to be operated is operative in a case 
under this chapter. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2621; Pub. L. 98–353, title III, §§353, 490, July 10, 
1984, 98 Stat. 361, 383; Pub. L. 100–597, §3, Nov. 3, 1988, 102 Stat. 3028; Pub. L. 109–8, title 
V, §502, title XII, §1216, title XV, §1502(a)(5), Apr. 20, 2005, 119 Stat. 118, 195, 216; Pub. L. 
111–327, §2(a)(29), Dec. 22, 2010, 124 Stat. 3560.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Chapter 9 of the House amendment represents a compromise between chapter 9 of the 

House bill and 9 of the Senate amendment. In most respects this chapter follows current law 
with respect to the adjustment of debts of a municipality. Stylistic changes and minor 
substantive revisions have been made in order to conform this chapter with other new chapters 
of the bankruptcy code. There are few major differences between the House bill and the Senate 
amendment on this issue. Section 901 indicates the applicability of other sections of title 11 in 
cases under chapter 9. Included are sections providing for creditors' committees under sections 
1102 and 1103. 

HOUSE REPORT NO. 95–595 
Section 901 makes applicable appropriate provisions of other chapters of proposed title 11. 

The general rule set out in section 103(e) is that only the provisions of chapters 1 and 9 apply in 
a chapter 9 case. Section 901 is the exception, and specifies other provisions that do apply. 
They are as follows: 

§301. Voluntary cases. Application of this section makes clear, as under current chapter IX 
[chapter 9 of former title 11], that a municipal case can be commenced only by the municipality 
itself. There are no involuntary chapter 9 cases. 

§344. Self-incrimination; immunity. Application of this section is of no substantive effect for 
the administration of the case, but merely provides that the general rules in part V [§6001 et 
seq.] of title 18 govern immunity. 

§347(b). Unclaimed property. This provision currently appears in section 96(d) of chapter IX 
[section 416(d) of former title 11]. 

§349. Effect of dismissal. This section governs the effect of a dismissal of a chapter 9 case. It 
provides in substance that rights that existed before the case that were disturbed by the 
commencement of the case are reinstated. This section does not concern grounds for dismissal, 
which are found in section 926. 

§361. Adequate protection. Section 361 provides the general standard for the protection of 
secured creditors whose property is used in a case under title 11. Its importance lies in its 
application to sections 362 and 364. 

§362. Automatic stay. The automatic stay provisions of the general portions of the title are 
incorporated into chapter 9. There is an automatic stay provided in current Bankruptcy Act 
§85(e) [section 405(e) of former title 11]. The thrust of section 362 is the same as that of section 
85(e), but, of course, its application in chapter 9 is modernized and drafted to conform with the 
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stay generally applicable under the bankruptcy code. An additional part of the automatic stay 
applicable only to municipal cases is included in section 922. 

§§364(c), 364(d), 364(e). Obtaining credit. This section governs the borrowing of money by a 
municipality in reorganization. It is narrower than a comparable provision in current law, section 
82(b)(2) [section 402(b)(2) of former title 11]. The difference lies mainly in the removal under the 
bill of the authority of the court to supervise borrowing by the municipality in instances in which 
none of the special bankruptcy powers are involved. That is, if a municipality could borrow 
money outside of the bankruptcy court, then it should have the same authority in bankruptcy 
court, under the doctrine of Ashton v. Cameron Water District No. 1, 298 U.S. 513 (1936) 
[Tex.1936, 56 S.Ct. 892, 80 L.Ed. 1309, 31 Am.Bankr.Rep.N.S. 96, rehearing denied 57 S.Ct. 5, 
299 U.S. 619, 81 L.Ed. 457] and National League of Cities v. Usery, 426 U.S. 833 (1976) 
[Dist.Col.1976, 96 S.Ct. 2465, 49 L.Ed.2d 245, on remand 429 F. Supp. 703]. Only when the 
municipality needs special authority, such as subordination of existing liens, or special priority 
for the borrowed funds, will the court become involved in the authorization. 

§365. Executory contracts and unexpired leases. The applicability of section 365 incorporates 
the general power of a bankruptcy court to authorize the assumption or rejection of executory 
contracts or unexpired leases found in other chapters of the title. This section is comparable to 
section 82(b)(1) of current law [section 402(b)(1) of former title 11]. 

§366. Utility service. This section gives a municipality the same authority as any other debtor 
with respect to continuation of utility service during the proceeding, provided adequate 
assurance of future payment is provided. No comparable explicit provision is found in current 
law, although the case law seems to support the same result. 

§501. Filing of proofs of claims. This section permits filing of proofs of claims in a chapter 9 
case. Note, however, that section 924 permits listing of creditors' claims, as under chapter 11 
and under section 85(b) of chapter IX [section 405(b) of former title 11]. 

§502. Allowance of claims. This section applies the general allowance rules to chapter 9 
cases. This is no change from current law. 

§503. Administrative expenses. Administrative expenses as defined in section 503 will be 
paid in a chapter 9 case, as provided under section 89(1) of current law [section 409(1) of 
former title 11]. 

§504. Sharing of compensation. There is no comparable provision in current law. However, 
this provision applies generally throughout the proposed law, and will not affect the progress of 
the case, only the interrelations between attorneys and other professionals that participate in the 
case. 

§506. Determination of secured status. Section 506 specifies that claims secured by a lien 
should be separated, to the extent provided, into secured and unsecured claims. It applies 
generally. Current law follows this result, though there is no explicit provision. 

§507(1). Priorities. Paragraph (1) of section 507 requires that administrative expenses be 
paid first. This rule will apply in chapter 9 cases. It is presently found in section 89(1) [section 
409(1) of former title 11]. The two other priorities presently found in section 89 have been 
deleted. The second for claims arising within 3 months before the case is commenced, is 
deleted from the statute, but may be within the court's equitable power to award, under the case 
of Fosdick v. Schall, 99 U.S. 235 (1878) [25 L.Ed. 339]. Leaving the provision to the courts 
permits greater flexibility, as under railroad cases, than an absolute three-month rule. The third 
priority under current law, for claims which are entitled to priority under the laws of the United 
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States, is deleted because of the proposed amendment to section 3466 of the Revised 
Statutes [former 31 U.S.C. 191, see 31 U.S.C. 3713(a)] contained in section 321(a) of title III of 
the bill, which previously has given the United States an absolute first priority in chapter X 
[chapter 10 of former title 11] and section 77 [section 205 of former title 11] cases. Because the 
priority rules are regularized and brought together in the bankruptcy laws by this bill, the need 
for incorporation of priorities elsewhere specified is eliminated. 

§509. Claims of codebtors. This section provides for the treatment of sureties, guarantors, 
and codebtors. The general rule of postponement found in the other chapters will apply in 
chapter 9. This section adopts current law. 

§510. Subordination of claims. This section permits the court to subordinate, on equitable 
grounds, any claim, and requires enforcement of contractual subordination agreements, and 
subordination of securities rescission claims. The section recognizes the inherent equitable 
power of the court under current law, and the practice followed with respect to contractual 
provisions. 

§547. Preferences. Incorporation of section 547 will permit the debtor to recover preferences. 
This power will be used primarily when those who gave the preferences have been replaced by 
new municipal officers or when creditors coerced preferential payments. Unlike Bankruptcy Act 
§85(h) [section 405(h) of former title 11], the section does not permit the appointment of a 
trustee for the purpose of pursuing preferences. Moreover, this bill does not incorporate the 
other avoiding powers of a trustee for chapter 9, found in current section 85(h). 

§550. Liability of transfers. Incorporation of this section is made necessary by the 
incorporation of the preference section, and permits recovery by the debtor from a transferee of 
an avoided preference. 

§551. Automatic preservation of avoided transfer. Application of section 551 requires 
preservation of any avoided preference for the benefit of the estate. 

§552. Postpetition effect of security interest. This section will govern the applicability after the 
commencement of the case of security interests granted by the debtor before the 
commencement of the case. 

§553. Setoff. Under current law, certain setoff is stayed. Application of this section preserves 
that result, though the setoffs that are permitted under section 553 are better defined than under 
present law. Application of this section is necessary to stay the setoff and to provide the 
offsetting creditor with the protection to which he is entitled under present law. 

§1122. Classification of claims. This section is derived from current section 88(b) [section 
408(b) of former title 11], and is substantially similar. 

§1123(a)(1)–(4), (b). Contents of plan. The general provisions governing contents of a 
chapter 11 plan are made applicable here, with two exceptions relating to the rights of 
stockholders, which are not applicable in chapter 9 cases. This section expands current law by 
specifying the contents of a plan in some detail. Section 91 of current law [section 411 of former 
title 11] speaks only in general terms. The substance of the two sections is substantially the 
same, however. 

§1124. Impairment of claims. The confirmation standards adopted in chapter 9 are the same 
as those of chapter 11. This changes current chapter IX [chapter 9 of former title 11], which 
requires compliance with the fair and equitable rule. The greater flexibility of proposed chapter 
11 is carried over into chapter 9, for there appears to be no reason why the confirmation 
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standards for the two chapters should be different, or why the elimination of the fair and 
equitable rule from corporate reorganizations should not be followed in municipal debt 
adjustments. The current chapter IX rule is based on the confirmation rules of current chapter X 
[chapter 10 of former title 11]. The change in the latter suggests a corresponding change in the 
former. Section 1124 is one part of the new confirmation standard. It defines impairment, for use 
in section 1129. 

§1125. Postpetition disclosure and solicitation. The change in the confirmation standard 
necessitates a corresponding change in the disclosure requirements for solicitation of 
acceptances of a plan. Under current chapter IX [chapter 9 of former title 11] there is no 
disclosure requirement. Incorporation of section 1125 will insure that creditors receive adequate 
information before they are required to vote on a plan. 

§1126(a), (b), (c), (e), (f), (g). Acceptance of plan. Section 1126 incorporates the current 
chapter IX [chapter 9 of former title 11] acceptance requirement: two-thirds in amount and a 
majority in number, Bankruptcy Act §92 [section 412 of former title 11]. Section 1125 permits 
exclusion of certain acceptances from the computation if the acceptances were obtained in bad 
faith or, unlike current law, if there is a conflict of interest motivating the acceptance. 

§1127(d). Modification of plan. This section governs the change of a creditor's vote on the 
plan after a modification is proposed. It is derived from current section 92(e) [section 412(e) of 
former title 11]. 

§1128. Hearing on confirmation. This section requires a hearing on the confirmation of the 
plan, and permits parties in interest to object. It is the same as Bankruptcy Act §§93 and 94(a) 
[sections 413 and 414(a) of former title 11], though the provision, comparable to section 206 of 
current chapter X [section 606 of former title 11], permitting a labor organization to appear and 
be heard on the economic soundness of the plan, has been deleted as more appropriate for the 
Rules. 

§1129(a)(2), (3), (8), (b)(1), (2). Confirmation of plan. This section provides the boiler-plate 
language that the plan be proposed in good faith and that it comply with the provisions of the 
chapter, and also provides the financial standard for confirmation, which replaces the fair and 
equitable rule. See §1124, supra. 

§1142(b). Execution of plan. Derived from Bankruptcy Act §96(b) [section 416(b) of former 
title 11], this section permits the court to order execution and delivery of instruments in order to 
execute the plan. 

§1143. Distribution. This section is the same in substance as section 96(d) [section 416(d) of 
former title 11], which requires presentment or delivery of securities within five years, and bars 
creditors that do not act within that time. 

§1144. Revocation of order of confirmation. This section permits the court to revoke the order 
of confirmation and the discharge if the confirmation of the plan was procured by fraud. There is 
no comparable provision in current chapter IX [chapter 9 of former title 11]. 

REFERENCES IN TEXT 
Section 103(e) of this title, referred to in subsec. (b), was redesignated section 103(f) and a 

new section 103(e) was added by Pub. L. 106–554, §1(a)(5) [title I, §112(c)(5)(A)], Dec. 21, 
2000, 114 Stat. 2763, 2763A-394. 

AMENDMENTS 
2010—Subsec. (a). Pub. L. 111–327 inserted "333," after "301," and "351," after "350(b)". 
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2005—Subsec. (a). Pub. L. 109–8, §1502(a)(5), substituted "507(a)(2)" for "507(a)(1)". 

Pub. L. 109–8, §1216, inserted "1123(d)," after "1123(b),". 

Pub. L. 109–8, §502, inserted "555, 556," after "553," and "559, 560, 561, 562," after "557,". 

1988—Subsec. (a). Pub. L. 100–597 inserted "1129(a)(6)," after "1129(a)(3),". 

1984—Subsec. (a). Pub. L. 98–353 inserted "557," after "553," and substituted "1111(b)," for 
"1111(b)". 

1 So in original. The second comma probably should follow "350(b)". 

2 See References in Text note below. 

§902. Definitions for this chapter 
In this chapter— 

(1) "property of the estate", when used in a section that is made applicable in a case under 
this chapter by section 103(e) 1 or 901 of this title, means property of the debtor; 

(2) "special revenues" means— 
(A) receipts derived from the ownership, operation, or disposition of projects or systems 

of the debtor that are primarily used or intended to be used primarily to provide 
transportation, utility, or other services, including the proceeds of borrowings to finance the 
projects or systems; 

(B) special excise taxes imposed on particular activities or transactions; 
(C) incremental tax receipts from the benefited area in the case of tax-increment 

financing; 
(D) other revenues or receipts derived from particular functions of the debtor, whether or 

not the debtor has other functions; or 
(E) taxes specifically levied to finance one or more projects or systems, excluding 

receipts from general property, sales, or income taxes (other than tax-increment financing) 
levied to finance the general purposes of the debtor; 
(3) "special tax payer" means record owner or holder of legal or equitable title to real 

property against which a special assessment or special tax has been levied the proceeds of 
which are the sole source of payment of an obligation issued by the debtor to defray the cost 
of an improvement relating to such real property; 

(4) "special tax payer affected by the plan" means special tax payer with respect to whose 
real property the plan proposes to increase the proportion of special assessments or special 
taxes referred to in paragraph (2) of this section assessed against such real property; and 

(5) "trustee", when used in a section that is made applicable in a case under this chapter 
by section 103(e) 1 or 901 of this title, means debtor, except as provided in section 926 of this 
title. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2622; Pub. L. 98–353, title III, §491, July 10, 1984, 98 
Stat. 383; Pub. L. 100–597, §4, Nov. 3, 1988, 102 Stat. 3028.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 902(2) of the Senate amendment is deleted since the bankruptcy court will have 

jurisdiction over all cases under chapter 9. The concept of a claim being materially and 
adversely affected reflected in section 902(1) of the Senate amendment has been deleted and 
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replaced with the new concept of "impairment" set forth in section 1124 of the House 
amendment and incorporated by reference into chapter 9. 

SENATE REPORT NO. 95–989 
There are six definitions for use in chapter 9. Paragraph (1) defines what claims are included 

in a chapter 9 case and adopts the definition now found in section 81(1) [section 401(1) of 
former title 11]. All claims against the petitioner generally will be included, with one significant 
exception. Municipalities are authorized, under section 103(c) of the Internal Revenue Code of 
1954, as amended [title 26], to issue tax-exempt industrial development revenue bonds to 
provide for the financing of certain projects for privately owned companies. The bonds are sold 
on the basis of the credit of the company on whose behalf they are issued, and the principal, 
interest, and premium, if any, are payable solely from payments made by the company to the 
trustee under the bond indenture and do not constitute claims on the tax revenues or other 
funds of the issuing municipalities. The municipality merely acts as the vehicle to enable the 
bonds to be issued on a tax-exempt basis. Claims that arise by virtue of these bonds are not 
among the claims defined by this paragraph and amounts owed by private companies to the 
holders of industrial development revenue bonds are not to be included among the assets of the 
municipality that would be affected by the plan. See Cong. Record, 94th Cong., 1st Sess. H.R. 
12073 (statement by Mr. Don Edwards, floor manager of the bill in the House). Paragraph (2) 
defines the court which means the federal district court or federal district judge before which the 
case is pending. Paragraph (3) [enacted as (1)] specifies that when the term "property of the 
estate" is used in a section in another chapter made applicable in chapter 9 cases, the term 
means "property of the debtor". Paragraphs (4) and (5) [enacted as (2) and (3)] adopt the 
definition of "special taxpayer affected by the plan" that appears in current sections 81(10) and 
81(11) of the Bankruptcy Act [section 401(10) and (11) of former title 11]. Paragraph (6) 
[enacted as (4)] provides that "trustee" means "debtor" when used in conjunction with chapter 9. 

HOUSE REPORT NO. 95–595 
There are only four definitions for use only in chapter 9. The first specifies that when the term 

"property of the estate" is used in a section in another chapter made applicable in chapter 9 
cases, the term will mean "property of the debtor". Paragraphs (2) and (3) adopt the definition of 
"special taxpayer affected by the plan" that appears in current sections 81(10) and 81(11) 
[section 401(10) and (11) of former title 11]. Paragraph (4) provides for "trustee" the same 
treatment as provided for "property of the estate", specifying that it means "debtor" when used 
in conjunction with chapter 9. 

REFERENCES IN TEXT 
Section 103(e) of this title, referred to in pars. (1) and (5), was redesignated section 103(f) 

and a new section 103(e) was added by Pub. L. 106–554, §1(a)(5) [title I, §112(c)(5)(A)], Dec. 
21, 2000, 114 Stat. 2763, 2763A-394. 

AMENDMENTS 
1988—Pars. (2) to (5). Pub. L. 100–597 added par. (2) and redesignated former pars. (2) to 

(4) as (3) to (5), respectively. 

1984—Par. (2). Pub. L. 98–353 substituted "legal or equitable title to real property against 
which a special assessment or special tax has been levied" for "title, legal or equitable, to real 
property against which has been levied a special assessment or special tax". 

1 See References in Text note below. 

§903. Reservation of State power to control municipalities 
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This chapter does not limit or impair the power of a State to control, by legislation or 
otherwise, a municipality of or in such State in the exercise of the political or governmental 
powers of such municipality, including expenditures for such exercise, but— 

(1) a State law prescribing a method of composition of indebtedness of such municipality 
may not bind any creditor that does not consent to such composition; and 

(2) a judgment entered under such a law may not bind a creditor that does not consent to 
such composition. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2622; Pub. L. 98–353, title III, §492, July 10, 1984, 98 
Stat. 383.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 903 of the House amendment represents a stylistic revision of section 903 of the 

Senate amendment. To the extent section 903 of the House bill would have changed present 
law, such section is rejected. 

SENATE REPORT NO. 95–989 
Section 903 is derived, with stylistic changes, from section 83 of current Chapter IX [section 

403 of former title 11]. It sets forth the primary authority of a State, through its constitution, laws, 
and other powers, over its municipalities. The proviso in section 83, prohibiting State 
composition procedures for municipalities, is retained. Deletion of the provision would "permit all 
States to enact their own versions of Chapter IX [chapter 9 of former title 11]", Municipal 
Insolvency, 50 Am.Bankr.L.J. 55, 65, which would frustrate the constitutional mandate of 
uniform bankruptcy laws. Constitution of the United States, Art. I, Sec. 8. 

This section provides that the municipality can consent to the court's orders in regard to use 
of its income or property. It is contemplated that such consent will be required by the court for 
the issuance of certificates of indebtedness under section 364(c). Such consent could extend to 
enforcement of the conditions attached to the certificates or the municipal services to be 
provided during the proceedings. 

AMENDMENTS 
1984—Par. (2). Pub. L. 98–353 struck out "to" before "that does not consent". 

§904. Limitation on jurisdiction and powers of court 
Notwithstanding any power of the court, unless the debtor consents or the plan so provides, 

the court may not, by any stay, order, or decree, in the case or otherwise, interfere with— 
(1) any of the political or governmental powers of the debtor; 
(2) any of the property or revenues of the debtor; or 
(3) the debtor's use or enjoyment of any income-producing property. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2622.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 
This section adopts the policy of section 82(c) of current law [section 402(c) of former title 11]. 

The only change in this section from section 82(c) is to conform the section to the style and 
cross-references of S. 2266. 

HOUSE REPORT NO. 95–595 
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This section adopts the policy of section 82(c) of current law [section 402(c) of former title 11]. 
The Usery case underlines the need for this limitation on the court's powers. The only change in 
this section from section 82(c) is to conform the section to the style and cross-references of 
H.R. 8200. This section makes clear that the court may not interfere with the choices a 
municipality makes as to what services and benefits it will provide to its inhabitants. 

SUBCHAPTER II—ADMINISTRATION 
AMENDMENTS 

1984—Pub. L. 98–353, title III, §493, July 10, 1984, 98 Stat. 383, substituted 
"SUBCHAPTER" for "SUBCHAPER". 

§921. Petition and proceedings relating to petition 
(a) Notwithstanding sections 109(d) and 301 of this title, a case under this chapter concerning 

an unincorporated tax or special assessment district that does not have such district's own 
officials is commenced by the filing under section 301 of this title of a petition under this chapter 
by such district's governing authority or the board or body having authority to levy taxes or 
assessments to meet the obligations of such district. 

(b) The chief judge of the court of appeals for the circuit embracing the district in which the 
case is commenced shall designate the bankruptcy judge to conduct the case. 

(c) After any objection to the petition, the court, after notice and a hearing, may dismiss the 
petition if the debtor did not file the petition in good faith or if the petition does not meet the 
requirements of this title. 

(d) If the petition is not dismissed under subsection (c) of this section, the court shall order 
relief under this chapter notwithstanding section 301(b). 

(e) The court may not, on account of an appeal from an order for relief, delay any proceeding 
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 reversal on appeal of a finding of jurisdiction 
does not affect the validity of any debt incurred that is authorized by the court under section 
364(c) or 364(d) of this title. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2622; Pub. L. 98–353, title III, §494, July 10, 1984, 98 
Stat. 383; Pub. L. 109–8, title V, §501(a), Apr. 20, 2005, 119 Stat. 118.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 905 of the Senate amendment is incorporated as section 921(b) of the House 

amendment with the difference that the chief judge of the circuit embracing the district in which 
the case is commenced designates a bankruptcy judge to conduct the case in lieu of a district 
judge as under present law. It is intended that a municipality may commence a case in any 
district in which the municipality is located, as under present law. Section 906 of the Senate 
amendment has been adopted in substance in section 109(c) of the House amendment. 

SENATE REPORT NO. 95–989 
Section 905 [enacted as section 921(b)] adopts the procedures for selection of the judge for 

the chapter 9 case as found in current section 82(d) [section 402(d) of former title 11]. It is 
expected that the large chapter 9 case might take up almost all the judicial time of the presiding 
judge and involve very complex legal questions. Selection should not be left to chance or the 
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luck of the draw. This provision will insure that calendar demands and levels of experience can 
be considered in the selection of the judge in a chapter 9 case. 

HOUSE REPORT NO. 95–595 
Subsection (a) is derived from section 85(a) [section 405(a) of former title 11], second 

sentence, of current law. There is no substantive change in the law. The subsection permits a 
municipality that does not have its own officers to be moved into chapter 9 by the action of the 
body or board that has authority to levy taxes for the municipality. 

Subsection (b) permits a party in interest to object to the filing of the petition not later than 15 
days after notice. This provision tracks the third sentence of section 85(a) [section 405(a) of 
former title 11], except that the provision for publication in section 85(a) is left to the Rules (see 
Rule 9–14), and therefore the determinative date is left less definite. 

Subsection (c) permits the court to dismiss a petition not filed in good faith or not filed in 
compliance with the requirements of the chapter. This provision is the fourth sentence of section 
85(a) [section 405(a) of former title 11]. 

Subsection (d) directs the court to order relief on the petition if it does not dismiss the case 
under subsection (c). 

Subsection (e) contains the fifth and sixth sentences of section 85(a) [section 405(a) of 
former title 11]. 

AMENDMENTS 
2005—Subsec. (d). Pub. L. 109–8 inserted "notwithstanding section 301(b)" before period at 

end. 

1984—Subsec. (a). Pub. L. 98–353, §494(c), substituted "109(d)" for "109(c)". 

Subsec. (c). Pub. L. 98–353, §494(a), substituted "any" for "an", and "petition if the debtor did 
not file the petition in good faith" for "petition, if the debtor did not file the petition in good faith,". 

Subsec. (d). Pub. L. 98–353, §494(b), (d), redesignated subsec. (e) as (d) and substituted 
"subsection (c)" for "subsection (d)". No former subsec. (d) had been enacted. 

Subsecs. (e), (f). Pub. L. 98–353, §494(b), redesignated subsec. (f) as (e). Former subsec. 
(e) redesignated (d). 

§922. Automatic stay of enforcement of claims against the debtor 
(a) A petition filed under this chapter operates as a stay, in addition to the stay provided by 

section 362 of this title, applicable to all entities, of— 
(1) the commencement or continuation, including the issuance or employment of process, 

of a judicial, administrative, or other action or proceeding against an officer or inhabitant of 
the debtor that seeks to enforce a claim against the debtor; and 

(2) the enforcement of a lien on or arising out of taxes or assessments owed to the debtor. 
(b) Subsections (c), (d), (e), (f), and (g) of section 362 of this title apply to a stay under 

subsection (a) of this section the same as such subsections apply to a stay under section 362(a) 
of this title. 

(c) If the debtor provides, under section 362, 364, or 922 of this title, adequate protection of 
the interest of the holder of a claim secured by a lien on property of the debtor and if, 
notwithstanding such protection such creditor has a claim arising from the stay of action against 
such property under section 362 or 922 of this title or from the granting of a lien under section 
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364(d) of this title, then such claim shall be allowable as an administrative expense under 
section 503(b) of this title. 

(d) Notwithstanding section 362 of this title and subsection (a) of this section, a petition filed 
under this chapter does not operate as a stay of application of pledged special revenues in a 
manner consistent with section 927 of this title to payment of indebtedness secured by such 
revenues. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2623; Pub. L. 98–353, title III, §495, July 10, 1984, 98 
Stat. 384; Pub. L. 100–597, §5, Nov. 3, 1988, 102 Stat. 3029.) 

HISTORICAL AND REVISION NOTES 

HOUSE REPORT NO. 95–595 
The automatic stay provided under section 362 of title 11 is incomplete for a municipality, 

because there is the possibility of action by a creditor against an officer or inhabitant of the 
municipality to collect taxes due the municipality. Section 85(e)(1) of current chapter IX [section 
405(e)(1) of former title 11] stays such actions. Section 922 carries over that protection into the 
proposed chapter 9. Subsection (b) applies the provisions for relief from the stay that apply 
generally in section 362 to the stay under section 922. 

AMENDMENTS 
1988—Subsecs. (c), (d). Pub. L. 100–597 added subsecs. (c) and (d). 

1984—Subsec. (a)(1). Pub. L. 98–353 substituted "a judicial" for "judicial", and "action or 
proceeding" for "proceeding". 

§923. Notice 
There shall be given notice of the commencement of a case under this chapter, notice of an 

order for relief under this chapter, and notice of the dismissal of a case under this chapter. Such 
notice shall also be published at least once a week for three successive weeks in at least one 
newspaper of general circulation published within the district in which the case is commenced, 
and in such other newspaper having a general circulation among bond dealers and bondholders 
as the court designates. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2623.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 923 of the House amendment represents a compromise with respect to the notice 

provisions contained in comparable provisions of the House bill and Senate amendment. As a 
general matter, title 11 leaves most procedural issues to be determined by the Rules of 
Bankruptcy Procedure. Section 923 of the House amendment contains certain important 
aspects of procedure that have been retained from present law. It is anticipated that the Rules 
of Bankruptcy Procedure will adopt rules similar to the present rules for chapter IX of the 
Bankruptcy Act [chapter 9 of former title 11]. 

HOUSE REPORT NO. 95–595 
The notice provisions in section 923 are significantly more sparse than those provided under 

section 85(d) of chapter IX [section 405(d) of former title 11]. The exact contours of the notice to 
be given under chapter 9 are left to the Rules. Because the Rules deal with notice in a municipal 
case (Rule 9–14), and because section 405(d) of title IV of the bill continues those Rules in 
effect to the extent not inconsistent with the bill, the notice provisions of current law and Rules 
would continue to apply. 
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CHAPTER 11—REORGANIZATION 
SUBCHAPTER I—OFFICERS AND ADMINISTRATION 

Sec. 
1101. Definitions for this chapter. 
1102. Creditors' and equity security holders' committees. 
1103. Powers and duties of committees. 
1104. Appointment of trustee or examiner. 
1105. Termination of trustee's appointment. 
1106. Duties of trustee and examiner. 
1107. Rights, powers, and duties of debtor in possession. 
1108. Authorization to operate business. 
1109. Right to be heard. 
1110. Aircraft equipment and vessels. 
1111. Claims and interests. 
1112. Conversion or dismissal. 
1113. Rejection of collective bargaining agreements. 
1114. Payment of insurance benefits to retired employees. 
1115. Property of the estate. 
1116. Duties of trustee or debtor in possession in small business cases. 

         

SUBCHAPTER II—THE PLAN 
1121. Who may file a plan. 
1122. Classification of claims or interests. 
1123. Contents of plan. 
1124. Impairment of claims or interests. 
1125. Postpetition disclosure and solicitation. 
1126. Acceptance of plan. 
1127. Modification of plan. 
1128. Confirmation hearing. 
1129. Confirmation of plan. 

         

SUBCHAPTER III—POSTCONFIRMATION MATTERS 
1141. Effect of confirmation. 
1142. Implementation of plan. 
1143. Distribution. 
1144. Revocation of an order of confirmation. 
1145. Exemption from securities laws. 
1146. Special tax provisions. 

         

SUBCHAPTER IV—RAILROAD REORGANIZATION 
1161. Inapplicability of other sections. 
1162. Definition. 
1163. Appointment of trustee. 
1164. Right to be heard. 
1165. Protection of the public interest. 
1166. Effect of subtitle IV of title 49 and of Federal, State, or local regulations. 
1167. Collective bargaining agreements. 
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1168. Rolling stock equipment. 
1169. Effect of rejection of lease of railroad line. 
1170. Abandonment of railroad line. 
1171. Priority claims. 
1172. Contents of plan. 
1173. Confirmation of plan. 
1174. Liquidation. 

         

SUBCHAPTER V—SMALL BUSINESS DEBTOR REORGANIZATION 
1181. Inapplicability of other sections. 
1182. Definitions. 
1183. Trustee. 
1184. Rights and powers of a debtor in possession. 
1185. Removal of debtor in possession. 
1186. Property of the estate. 
1187. Duties and reporting requirements of debtors. 
1188. Status conference. 
1189. Filing of the plan. 
1190. Contents of plan. 
1191. Confirmation of plan. 
1192. Discharge. 
1193. Modification of plan. 
1194. Payments. 
1195. Transactions with professionals. 

         

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Chapter 11 of the House amendment is derived in large part from chapter 11 as contained in 

the House bill. Unlike chapter 11 of the Senate amendment, chapter 11 of the House 
amendment does not represent an extension of chapter X of current law [chapter 10 of former 
title 11] or any other chapter of the Bankruptcy Act [former title 11]. Rather chapter 11 of the 
House amendment takes a new approach consolidating subjects dealt with under chapters VIII, 
X, XI, and XII of the Bankruptcy Act [chapters 8, 10, 11, and 12 of former title 11]. The new 
consolidated chapter 11 contains no special procedure for companies with public debt or equity 
security holders. Instead, factors such as the standard to be applied to solicitation of 
acceptances of a plan of reorganization are left to be determined by the court on a case-by-case 
basis. In order to insure that adequate investigation of the debtor is conducted to determine 
fraud or wrongdoing on the part of present management, an examiner is required to be 
appointed in all cases in which the debtor's fixed, liquidated, and unsecured debts, other than 
debts for goods, services, or taxes, or owing to an insider, exceed $5 million. This should 
adequately represent the needs of public security holders in most cases. However, in addition, 
section 1109 of the House amendment enables both the Securities and Exchange Commission 
and any party in interest who is creditor, equity security holder, indenture trustee, or any 
committee representing creditors or equity security holders to raise and appear and be heard on 
any issue in a case under chapter 11. This will enable the bankruptcy court to evaluate all sides 
of a position and to determine the public interest. This approach is sharply contrasted to that 
under chapter X of present law in which the public interest is often determined only in terms of 
the interest of public security holders. The advisory role of the Securities and Exchange 
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Commission will enable the court to balance the needs of public security holders against equally 
important public needs relating to the economy, such as employment and production, and other 
factors such as the public health and safety of the people or protection of the national interest. 
In this context, the new chapter 11 deletes archaic rules contained in certain chapters of present 
law such as the requirement of an approval hearing and the prohibition of prepetition solicitation. 
Such requirements were written in an age before the enactment of the Trust Indenture Act [15 
U.S.C. 77aaa et seq.] and the development of securities laws had occurred. The benefits of 
these provisions have long been outlived but the detriment of the provisions served to frustrate 
and delay effective reorganization in those chapters of the Bankruptcy Act in which such 
provisions applied. Chapter 11 thus represents a much needed revision of reorganization laws. 
A brief discussion of the history of this important achievement is useful to an appreciation of the 
monumental reform embraced in chapter 11. 

Under the existing Bankruptcy Act [former title 11] debtors seeking reorganization may 
choose among three reorganization chapters, chapter X, chapter XI, and chapter XII [chapters 
10, 11, and 12 of former title 11]. Individuals and partnerships may file under chapter XI or, if 
they own property encumbered by mortgage liens, they may file under chapter XII. A 
corporation may file under either chapter X or chapter XI, but is ineligible to file under chapter 
XII. Chapter X was designed to facilitate the pervasive reorganization of corporations whose 
creditors include holders of publicly issued debt securities. Chapter XI, on the other hand, was 
designed to permit smaller enterprises to negotiate composition or extension plans with their 
unsecured creditors. The essential differences between chapters X and XI are as follows. 
Chapter X mandates that, first, an independent trustee be appointed and assume management 
control from the officers and directors of the debtor corporation; second, the Securities and 
Exchange Commission must be afforded an opportunity to participate both as an adviser to the 
court and as a representative of the interests of public security holders; third, the court must 
approve any proposed plan of reorganization, and prior to such approval, acceptances of 
creditors and shareholders may not be solicited; fourth, the court must apply the absolute 
priority rule; and fifth, the court has the power to affect, and grant the debtor a discharge in 
respect of, all types of claims, whether secured or unsecured and whether arising by reason of 
fraud or breach of contract. 

The Senate amendment consolidates chapters X, XI, and XII [chapters 10, 11, and 12 of 
former title 11], but establishes a separate and distinct reorganization procedure for "public 
companies." The special provisions applicable to "public companies" are tantamount to the 
codification of chapter X of the existing Bankruptcy Act and thus result in the creation of a "two-
track system." The narrow definition of the term "public company" would require many 
businesses which could have been rehabilitated under chapter XI to instead use the more 
cumbersome procedures of chapter X, whether needed or not. 

The special provisions of the Senate amendment applicable to a "public company" are as 
follows: 

(a) Section 1101(3) defines a "public company" as a debtor who, within 12 months prior to the 
filing of the petition, had outstanding $5 million or more in debt and had not less than 1000 
security holders; 

(b) Section 1104(a) requires the appointment of a disinterested trustee irrespective of 
whether creditors support such appointment and whether there is cause for such appointment; 

(c) Section 1125(f) prohibits the solicitation of acceptances of a plan of reorganization prior to 
court approval of such plan even though the solicitation complies with all applicable securities 
laws; 
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(d) Section 1128(a) requires the court to conduct a hearing on any plan of reorganization 
proposed by the trustee or any other party; 

(e) Section 1128(b) requires the court to refer any plans "worthy of consideration" to the 
Securities and Exchange Commission for their examination and report, prior to court approval of 
a plan; and 

(f) Section 1128(c) and section 1130(a)(7) requires the court to approve a plan or plans which 
are "fair and equitable" and comply with the other provisions of chapter 11. 

The record of the Senate hearings on S. 2266 and the House hearings on H.R. 8200 is 
replete with evidence of the failure of the reorganization provisions of the existing Bankruptcy 
Act [former title 11] to meet the needs of insolvent corporations in today's business 
environment. Chapter X [chapter 10 of former title 11] was designed to impose rigid and 
formalized procedures upon the reorganization of corporations and, although designed to 
protect public creditors, has often worked to the detriment of such creditors. As the House report 
has noted: 

The negative results under chapter X [chapter 10 of former title 11] have resulted from the 
stilted procedures, under which management is always ousted and replaced by an independent 
trustee, the courts and the Securities and Exchange Commission examine the plan of 
reorganization in great detail, no matter how long that takes, and the court values the business, 
a time consuming and inherently uncertain procedure. 

The House amendment deletes the "public company" exception, because it would codify the 
well recognized infirmities of chapter X [chapter 10 of former title 11], because it would extend 
the chapter X approach to a large number of new cases without regard to whether the rigid and 
formalized procedures of chapter X are needed, and because it is predicated upon the myth that 
provisions similar to those contained in chapter X are necessary for the protection of public 
investors. Bankruptcy practice in large reorganization cases has also changed substantially in 
the 40 years since the Chandler Act [June 22, 1938, ch. 575, 52 Stat. 883, amending former title 
11] was enacted. This change is, in large part, attributable to the pervasive effect of the Federal 
securities laws and the extraordinary success of the Securities and Exchange Commission in 
sensitizing both management and members of the bar to the need for full disclosure and fair 
dealing in transactions involving publicly held securities. 

It is important to note that Congress passed the Chandler Act [June 22, 1938, ch. 575, 52 
Stat. 883, amending former title 11] prior to enactment of the Trust Indenture Act of 1939 [15 
U.S.C. section 77aaa et seq.] and prior to the definition and enforcement of the disclosure 
requirements of the Securities Act of 1933 [15 U.S.C. 77a et seq.] and the Securities Exchange 
Act of 1934 [15 U.S.C. 78a et seq.]. The judgments made by the 75th Congress in enacting the 
Chandler Act are not equally applicable to the financial markets of 1978. First of all, most public 
debenture holders are neither weak nor unsophisticated investors. In most cases, a significant 
portion of the holders of publicly issued debentures are sophisticated institutions, acting for their 
own account or as trustees for investment funds, pension funds, or private trusts. In addition, 
debenture holders, sophisticated, and unsophisticated alike, are represented by indenture 
trustees, qualified under section 77ggg of the Trust Indenture Act [probably should be "section 
307" which is 15 U.S.C. 77ggg]. Given the high standard of care to which indenture trustees are 
bound, they are invariably active and sophisticated participants in efforts to rehabilitate 
corporate debtors in distress. 

It is also important to note that in 1938 when the Chandler Act [June 22, 1938, ch. 575, 52 
Stat. 883, amending former title 11] was enacted, public investors commonly held senior, not 
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subordinated, debentures and corporations were very often privately owned. In this 
environment, the absolute priority rule protected debenture holders from an erosion of their 
position in favor of equity holders. Today, however, if there are public security holders in a case, 
they are likely to be holders of subordinated debentures and equity and thus the application of 
the absolute priority rule under chapter X [chapter 10 of former title 11] leads to the exclusion, 
rather than the protection, of the public. 

The primary problem posed by chapter X [chapter 10 of former title 11] is delay. The modern 
corporation is a complex and multifaceted entity. Most corporations do not have a significant 
market share of the lines of business in which they compete. The success, and even the 
survival, of a corporation in contemporary markets depends on three elements: First, the ability 
to attract and hold skilled management; second, the ability to obtain credit; and third, the 
corporation's ability to project to the public an image of vitality. Over and over again, it is 
demonstrated that corporations which must avail themselves of the provisions of the Bankruptcy 
Act [former title 11] suffer appreciable deterioration if they are caught in a chapter X proceeding 
for any substantial period of time. 

There are exceptions to this rule. For example, King Resources filed a chapter X [chapter 10 
of former title 11] petition in the District of Colorado and it emerged from such proceeding as a 
solvent corporation. The debtor's new found solvency was not, however, so much attributable to 
a brilliant rehabilitation program conceived by a trustee, but rather to a substantial appreciation 
in the value of the debtor's oil and uranium properties during the pendency of the proceedings. 

Likewise, Equity Funding is always cited as an example of a successful chapter X [chapter 10 
of former title 11] case. But it should be noted that in Equity Funding there was no question 
about retaining existing management. Rather, Equity Funding involved fraud on a grand scale. 
Under the House amendment with the deletion of the mandatory appointment of a trustee in 
cases involving "public companies," a bankruptcy judge, in a case like Equity Funding, would 
presumably have little difficulty in concluding that a trustee should be appointed under section 
1104(6). 

While I will not undertake to list the chapter X [chapter 10 of former title 11] failures, it is 
important to note a number of cases involving corporations which would be "public companies" 
under the Senate amendment which have successfully skirted the shoals of chapter X and 
confirmed plans of arrangement in chapter XI [chapter 11 of former title 11]. Among these are 
Daylin, Inc. ("Daylin") and Colwell Mortgage Investors ("Colwell"). 

Daylin filed a chapter XI [chapter 11 of former title 11] petition on February 26, 1975, and 
confirmed its plan of arrangement on October 20, 1976. The success of its turnaround is best 
evidenced by the fact that it had consolidated net income of $6,473,000 for the first three 
quarters of the 1978 fiscal year. 

Perhaps the best example of the contrast between chapter XI and chapter X [chapters 11 and 
10 of former title 11] is the recent case of In re Colwell Mortgage Investors. Colwell negotiated a 
recapitalization plan with its institutional creditors, filed a proxy statement with the Securities and 
Exchange Commission, and solicited consents of its creditors and shareholders prior to filing its 
chapter XI petition. Thereafter, Colwell confirmed its plan of arrangement 41 days after filing its 
chapter XI petition. This result would have been impossible under the Senate amendment since 
Colwell would have been a "public company." 

There are a number of other corporations with publicly held debt which have successfully 
reorganized under chapter XI [chapter 11 of former title 11]. Among these are National 
Mortgage Fund (NMF), which filed a chapter XI petition in the northern district of Ohio on June 
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30, 1976. Prior to commencement of the chapter XI proceeding, NMF filed a proxy statement 
with the Securities and Exchange Commission and solicited acceptances to a proposed plan of 
arrangement. The NMF plan was subsequently confirmed on December 14, 1976. The 
Securities and Exchange Commission did not file a motion under section 328 of the Bankruptcy 
Act [section 728 of former title 11] to transfer the case to chapter X [chapter 10 of former title 11] 
and a transfer motion which was filed by private parties was denied by the court. 

While there are other examples of large publicly held companies which have successfully 
reorganized in chapter XI [chapter 11 of former title 11], including Esgrow, Inc. (C.D.Cal. 73–
02510), Sherwood Diversified Services Inc. (S.D.N.Y. 73–B–213), and United Merchants and 
Manufacturers, Inc. (S.D.N.Y. 77–B–1513), the numerous successful chapter XI cases 
demonstrate two points: first, the complicated and time-consuming provisions of chapter X 
[chapter 10 of former title 11] are not always necessary for the successful reorganization of a 
company with publicly held debt, and second, the more flexible provisions in chapter XI permit a 
debtor to obtain relief under the Bankruptcy Act [former title 11] in significantly less time than is 
required to confirm a plan of reorganization under chapter X of the Bankruptcy Act. 

One cannot overemphasize the advantages of speed and simplicity to both creditors and 
debtors. Chapter XI [chapter 11 of former title 11] allows a debtor to negotiate a plan outside of 
court and, having reached a settlement with a majority in number and amount of each class of 
creditors, permits the debtor to bind all unsecured creditors to the terms of the arrangement. 
From the perspective of creditors, early confirmation of a plan of arrangement: first, generally 
reduces administrative expenses which have priority over the claims of unsecured creditors; 
second, permits creditors to receive prompt distributions on their claims with respect to which 
interest does not accrue after the filing date; and third, increases the ultimate recovery on 
creditor claims by minimizing the adverse effect on the business which often accompanies 
efforts to operate an enterprise under the protection of the Bankruptcy Act [former title 11]. 

Although chapter XI [chapter 11 of former title 11] offers the corporate debtor flexibility and 
continuity of management, successful rehabilitation under chapter XI is often impossible for a 
number of reasons. First, chapter XI does not permit a debtor to "affect" secured creditors or 
shareholders, in the absence of their consent. Second, whereas a debtor corporation in chapter 
X [chapter 10 of former title 11], upon the consummation of the plan or reorganization, is 
discharged from all its debts and liabilities, a corporation in chapter XI may not be able to get a 
discharge in respect of certain kinds of claims including fraud claims, even in cases where the 
debtor is being operated under new management. The language of chapter 11 in the House 
amendment solves these problems and thus increases the utility and flexibility of the new 
chapter 11, as compared to chapter XI of the existing Bankruptcy Act [chapter 11 of former title 
11]. 

Those who would urge the adoption of a two-track system have two major obstacles to meet. 
First, the practical experience of those involved in business rehabilitation cases, practitioners, 
debtors, and bankruptcy judges, has been that the more simple and expeditious procedures of 
chapter XI [chapter 11 of former title 11] are appropriate in the great majority of cases. While 
attempts have been made to convince the courts that a chapter X [chapter 10 of former title 11] 
proceeding is required in every case where public debt is present, the courts have categorically 
rejected such arguments. Second, chapter X has been far from a success. Of the 991 chapter X 
cases filed during the period of January 1, 1967, through December 31, 1977, only 664 have 
been terminated. Of those cases recorded as "terminated," only 140 resulted in consummated 
plans. This 21 percent success rate suggests one of the reasons for the unpopularity of chapter 
X. 
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In summary, it has been the experience of the great majority of those who have testified 
before the Senate and House subcommittees that a consolidated approach to business 
rehabilitation is warranted. Such approach is adopted in the House amendment. 

Having discussed the general reasons why chapter 11 of the House amendment is sorely 
needed, a brief discussion of the differences between the House bill, Senate amendment, and 
the House amendment, is in order. Since chapter 11 of the House amendment rejects the 
concept of separate treatment for a public company, sections 1101(3), 1104(a), 1125(f), 1128, 
and 1130(a)(7) of the Senate amendment have been deleted. 

AMENDMENTS 
2019—Pub. L. 116–54, §2(b), Aug. 23, 2019, 133 Stat. 1084, added subchapter V heading 

and items 1181 to 1195. 

2005—Pub. L. 109–8, title III, §321(a)(2), title IV, §436(b), Apr. 20, 2005, 119 Stat. 95, 113, 
added items 1115 and 1116. 

1988—Pub. L. 100–334, §2(c), June 16, 1988, 102 Stat. 613, added item 1114. 

1984—Pub. L. 98–353, title III, §§514(b), 541(b), July 10, 1984, 98 Stat. 387, 391, added item 
1113 and substituted "Implementation" for "Execution" in item 1142. 

1983—Pub. L. 97–449, §5(a)(1), Jan. 12, 1983, 96 Stat. 2442, substituted "subtitle IV of title 
49" for "Interstate Commerce Act" in item 1166. 
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SUBCHAPTER I—OFFICERS AND ADMINISTRATION 
§1101. Definitions for this chapter 

In this chapter— 
(1) "debtor in possession" means debtor except when a person that has qualified under 

section 322 of this title is serving as trustee in the case; 
(2) "substantial consummation" means— 

(A) transfer of all or substantially all of the property proposed by the plan to be 
transferred; 

(B) assumption by the debtor or by the successor to the debtor under the plan of the 
business or of the management of all or substantially all of the property dealt with by the 
plan; and 

(C) commencement of distribution under the plan. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2626.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 
This section contains definitions of three terms that are used in chapter 11. Paragraph (1) 

defines debtor in possession to mean the debtor, except when a trustee who has qualified in 
serving in the case. 

Paragraph (2), derived from section 229a of current law [section 629(a) of former title 11], 
defines substantial consummation. Substantial consummation of a plan occurs when transfer of 
all or substantially all of the property proposed by the plan to be transferred is actually 
transferred; when the debtor (or its successor) has assumed the business of the debtor or the 
management of all or substantially all of the property dealt with by the plan; and when 
distribution under the plan has commenced. 

Paragraph (3) defines for purposes of Chapter 11 a public company to mean "a debtor who, 
within 12 months prior to the filing of a petition for relief under this chapter, had outstanding 
liabilities of $5 million or more, exclusive of liabilities for goods, services, or taxes and not less 
than 1,000 security holders." There are, as noted, special safeguards for public investors related 
to the reorganization of a public company, as so defined. 

Both requirements must be met: liabilities, excluding tax obligations and trade liabilities, must 
be $5 million or more; and (2) the number of holders of securities, debt or equity, or both, must 
be not less than 1,000. The amount and number are to be determined as of any time within 12 
months prior to the filing of the petition for reorganization. 

§1102. Creditors' and equity security holders' committees 
(a)(1) Except as provided in paragraph (3), as soon as practicable after the order for relief 

under chapter 11 of this title, the United States trustee shall appoint a committee of creditors 
holding unsecured claims and may appoint additional committees of creditors or of equity 
security holders as the United States trustee deems appropriate. 

(2) On request of a party in interest, the court may order the appointment of additional 
committees of creditors or of equity security holders if necessary to assure adequate 
representation of creditors or of equity security holders. The United States trustee shall appoint 
any such committee. 

(3) Unless the court for cause orders otherwise, a committee of creditors may not be 
appointed in a small business case or a case under subchapter V of this chapter. 
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(4) On request of a party in interest and after notice and a hearing, the court may order the 
United States trustee to change the membership of a committee appointed under this 
subsection, if the court determines that the change is necessary to ensure adequate 
representation of creditors or equity security holders. The court may order the United States 
trustee to increase the number of members of a committee to include a creditor that is a small 
business concern (as described in section 3(a)(1) of the Small Business Act), if the court 
determines that the creditor holds claims (of the kind represented by the committee) the 
aggregate amount of which, in comparison to the annual gross revenue of that creditor, is 
disproportionately large. 

(b)(1) A committee of creditors appointed under subsection (a) of this section shall ordinarily 
consist of the persons, willing to serve, that hold the seven largest claims against the debtor of 
the kinds represented on such committee, or of the members of a committee organized by 
creditors before the commencement of the case under this chapter, if such committee was fairly 
chosen and is representative of the different kinds of claims to be represented. 

(2) A committee of equity security holders appointed under subsection (a)(2) of this section 
shall ordinarily consist of the persons, willing to serve, that hold the seven largest amounts of 
equity securities of the debtor of the kinds represented on such committee. 

(3) A committee appointed under subsection (a) shall— 
(A) provide access to information for creditors who— 

(i) hold claims of the kind represented by that committee; and 
(ii) are not appointed to the committee; 

(B) solicit and receive comments from the creditors described in subparagraph (A); and 
(C) be subject to a court order that compels any additional report or disclosure to be made 

to the creditors described in subparagraph (A). 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2626; Pub. L. 98–353, title III, §499, July 10, 1984, 98 
Stat. 384; Pub. L. 99–554, title II, §221, Oct. 27, 1986, 100 Stat. 3101; Pub. L. 103–394, title II, 
§217(b), Oct. 22, 1994, 108 Stat. 4127; Pub. L. 109–8, title IV, §§405, 432(b), Apr. 20, 2005, 
119 Stat. 105, 110; Pub. L. 116–54, §4(a)(11), Aug. 23, 2019, 133 Stat. 1086.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 1102(a) of the House amendment adopts a compromise between the House bill and 

Senate amendment requiring appointment of a committee of creditors holding unsecured claims 
by the court; the alternative of creditor committee election is rejected. 

Section 1102(b) of the House amendment represents a compromise between the House bill 
and the Senate amendment by preventing the appointment of creditors who are unwilling to 
serve on a creditors committee. 

SENATE REPORT NO. 95–989 
This section provides for the election and appointment of committees. Subsection (c) 

provides that this section does not apply in case of a public company, as to which a trustee, 
appointed under section 1104(a) will have responsibility to administer the estate and to 
formulate a plan as provided in section 1106(a). 

There is no need for the election or appointment of committees for which the appointment of 
a trustee is mandatory. In the case of a public company there are likely to be several 
committees, each representing a different class of security holders and seeking authority to 
retain accountants, lawyers, and other experts, who will expect to be paid. If in the case of a 
public company creditors or stockholders wish to organize committees, they may do so, as 
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authorized under section 1109(a). Compensation and reimbursement will be allowed for 
contributions to the reorganization pursuant to section 503(b) (3) and (4). 

HOUSE REPORT NO. 95–595 
This section provides for the appointment of creditors' and equity security holders' 

committees, which will be the primary negotiating bodies for the formulation of the plan of 
reorganization. They will represent the various classes of creditors and equity security holders 
from which they are selected. They will also provide supervision of the debtor in possession and 
of the trustee, and will protect their constituents' interests. 

Subsection (a) requires the court to appoint at least one committee. That committee is to be 
composed of creditors holding unsecured claims. The court is authorized to appoint such 
additional committees as are necessary to assure adequate representation of creditors and 
equity security holders. The provision will be relied upon in cases in which the debtor proposes 
to affect several classes of debt or equity holders under the plan, and in which they need 
representation. 

Subsection (b) contains precatory language directing the court to appoint the persons holding 
the seven largest claims against the debtor of the kinds represented on a creditors' committee, 
or the members of a prepetition committee organized by creditors before the order for relief 
under chapter 11. The court may continue prepetition committee members only if the committee 
was fairly chosen and is representative of the different kinds of claims to be represented. The 
court is restricted to the appointment of persons in order to exclude governmental holders of 
claims or interests. 

Paragraph (2) of subsection (b) requires similar treatment for equity security holders' 
committees. The seven largest holders are normally to be appointed, but the language is only 
precatory. 

Subsection (c) authorizes the court, on request of a party in interest, to change the size or the 
membership of a creditors' or equity security holders' committee if the membership of the 
committee is not representative of the different kinds of claims or interests to be represented. 
This subsection is intended, along with the nonbinding nature of subsection (b), to afford the 
court latitude in appointing a committee that is manageable and representative in light of the 
circumstances of the case. 

REFERENCES IN TEXT 
Section 3(a)(1) of the Small Business Act, referred to in subsec. (a)(4), is classified to section 

632(a)(1) of Title 15, Commerce and Trade. 

  AMENDMENTS 
2019—Subsec. (a)(3). Pub. L. 116–54 added par. (3) and struck out former par. (3) which 

read as follows: "On request of a party in interest in a case in which the debtor is a small 
business debtor and for cause, the court may order that a committee of creditors not be 
appointed." 

2005—Subsec. (a)(3). Pub. L. 109–8, §432(b), inserted "debtor" after "small business". 

Subsec. (a)(4). Pub. L. 109–8, §405(a), added par. (4). 

Subsec. (b)(3). Pub. L. 109–8, §405(b), added par. (3). 

1994—Subsec. (a). Pub. L. 103–394 substituted "Except as provided in paragraph (3), as" for 
"As" in par. (1) and added par. (3). 

EXTRACT



422 
 

1986—Subsec. (a). Pub. L. 99–554, §221(1), amended subsec. (a) generally, substituting 
"chapter 11 of this title, the United States trustee shall appoint a committee of creditors holding 
unsecured claims and may appoint additional committees of creditors or of equity security 
holders as the United States trustee deems appropriate" for "this chapter, the court shall appoint 
a committee of creditors holding unsecured claims" in par. (1) and "United States trustee" for 
"court" in par. (2). 

Subsec. (c). Pub. L. 99–554, §221(2), struck out subsec. (c) which read as follows: "On 
request of a party in interest and after notice and a hearing, the court may change the 
membership or the size of a committee appointed under subsection (a) of this section if the 
membership of such committee is not representative of the different kinds of claims or interests 
to be represented." 

1984—Subsec. (b)(1). Pub. L. 98–353 substituted "commencement of the case" for "order for 
relief". 

§1103. Powers and duties of committees 
(a) At a scheduled meeting of a committee appointed under section 1102 of this title, at which 

a majority of the members of such committee are present, and with the court's approval, such 
committee may select and authorize the employment by such committee of one or more 
attorneys, accountants, or other agents, to represent or perform services for such committee. 

(b) An attorney or accountant employed to represent a committee appointed under section 
1102 of this title may not, while employed by such committee, represent any other entity having 
an adverse interest in connection with the case. Representation of one or more creditors of the 
same class as represented by the committee shall not per se constitute the representation of an 
adverse interest. 

(c) A committee appointed under section 1102 of this title may— 
(1) consult with the trustee or debtor in possession concerning the administration of the 

case; 
(2) investigate the acts, conduct, assets, liabilities, and financial condition of the debtor, the 

operation of the debtor's business and the desirability of the continuance of such business, 
and any other matter relevant to the case or to the formulation of a plan; 

(3) participate in the formulation of a plan, advise those represented by such committee of 
such committee's determinations as to any plan formulated, and collect and file with the court 
acceptances or rejections of a plan; 

(4) request the appointment of a trustee or examiner under section 1104 of this title; and 
(5) perform such other services as are in the interest of those represented. 

(d) As soon as practicable after the appointment of a committee under section 1102 of this 
title, the trustee shall meet with such committee to transact such business as may be necessary 
and proper. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2627; Pub. L. 98–353, title III, §§324, 500, July 10, 
1984, 98 Stat. 358, 384.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 
This section defines the powers and duties of a committee elected or appointed under section 

1102. 

Under subsection (a) the committee may, if authorized by the court, employ one or more 
attorneys, accountants, or other agents to represent or perform services for the committee. 
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CHAPTER 12—ADJUSTMENT OF DEBTS OF A FAMILY FARMER OR 
FISHERMAN WITH REGULAR ANNUAL INCOME 

SUBCHAPTER I—OFFICERS, ADMINISTRATION, AND THE ESTATE 
Sec. 
1201. Stay of action against codebtor. 
1202. Trustee. 
1203. Rights and powers of debtor. 
1204. Removal of debtor as debtor in possession. 
1205. Adequate protection. 
1206. Sales free of interests. 
1207. Property of the estate. 
1208. Conversion or dismissal. 

         

SUBCHAPTER II—THE PLAN 
1221. Filing of plan. 
1222. Contents of plan. 
1223. Modification of plan before confirmation. 
1224. Confirmation hearing. 
1225. Confirmation of plan. 
1226. Payments. 
1227. Effect of confirmation. 
1228. Discharge. 
1229. Modification of plan after confirmation. 
1230. Revocation of an order of confirmation. 
1231. Special tax provisions. 
1232. Claim by a governmental unit based on the disposition of property used in a farming 
operation. 

         

CODIFICATION 
Chapter repealed effective Oct. 1, 1998, by Pub. L. 99–554, title III, §302(f), Oct. 27, 1986, 

100 Stat. 3124, as amended by Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311. Chapter, as in 
effect on Sept. 30, 1998, reenacted for the period beginning on Oct. 1, 1998, and ending on Apr. 
1, 1999, by Pub. L. 105–277, div. C, title I, §149(a), Oct. 21, 1998, 112 Stat. 2681–610. Chapter 
reenacted for successive periods running from Mar. 31, 1999, to July 1, 2005, by Pub. L. 105–
277, div. C, title I, §149(a), Oct. 21, 1998, 112 Stat. 2681–610, as successively amended 
by Pub. L. 106–5, Mar. 30, 1999, 113 Stat. 9; Pub. L. 106–70, Oct. 9, 1999, 113 Stat. 
1031; Pub. L. 107–8, May 11, 2001, 115 Stat. 10; Pub. L. 107–17, June 26, 2001, 115 Stat. 
151; Pub. L. 107–170, May 7, 2002, 116 Stat. 133; Pub. L. 107–171, title X, §10814, May 13, 
2002, 116 Stat. 532; Pub. L. 107–377, §2, Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2, 
Aug. 15, 2003, 117 Stat. 891; Pub. L. 108–369, §2, Oct. 25, 2004, 118 Stat. 1749. Chapter, as 
in effect on June 30, 2005, permanently reenacted effective July 1, 2005, by Pub. L. 109–8, title 
X, §1001(a), Apr. 20, 2005, 119 Stat. 185. See Repeal, Reenactment, and Termination of 
Chapter and Effective Date notes set out under section 1201 of this title. 

AMENDMENTS 
2017—Pub. L. 115–72, div. B, §1005(b)(2), Oct. 26, 2017, 131 Stat. 1234, added item 1232. 

Item was added to analysis for this chapter to reflect the probable intent of Congress, 
notwithstanding directory language adding item to analysis for subchapter II of this chapter. 
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2005—Pub. L. 109–8, title X, §1007(c)(1), Apr. 20, 2005, 119 Stat. 188, inserted "OR 
FISHERMAN" after "FAMILY FARMER" in chapter heading. 

SUBCHAPTER I—OFFICERS, ADMINISTRATION, AND THE ESTATE 
§1201. Stay of action against codebtor 

(a) Except as provided in subsections (b) and (c) of this section, after the order for relief 
under this chapter, a creditor may not act, or commence or continue any civil action, to collect 
all or any part of a consumer debt of the debtor from any individual that is liable on such debt 
with the debtor, or that secured such debt, unless— 

(1) such individual became liable on or secured such debt in the ordinary course of such 
individual's business; or 

(2) the case is closed, dismissed, or converted to a case under chapter 7 of this title. 
(b) A creditor may present a negotiable instrument, and may give notice of dishonor of such 

an instrument. 
(c) On request of a party in interest and after notice and a hearing, the court shall grant relief 

from the stay provided by subsection (a) of this section with respect to a creditor, to the extent 
that— 

(1) as between the debtor and the individual protected under subsection (a) of this section, 
such individual received the consideration for the claim held by such creditor; 

(2) the plan filed by the debtor proposes not to pay such claim; or 
(3) such creditor's interest would be irreparably harmed by continuation of such stay. 

(d) Twenty days after the filing of a request under subsection (c)(2) of this section for relief 
from the stay provided by subsection (a) of this section, such stay is terminated with respect to 
the party in interest making such request, unless the debtor or any individual that is liable on 
such debt with the debtor files and serves upon such party in interest a written objection to the 
taking of the proposed action. 
(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3105, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 105–277, div. C, title I, 
§149(a), Oct. 21, 1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 
9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 
10; Pub. L. 107–17, §1, June 26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 
Stat. 133; Pub. L. 107–171, title X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, 
§2(a), Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. 
L. 108–369, §2(a), Oct. 25, 2004, 118 Stat. 1749; Pub. L. 109–8, title X, §1001(a)(1), (c), Apr. 
20, 2005, 119 Stat. 185, 186.) 

CODIFICATION 
For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 

set out preceding this section. 

REPEAL, REENACTMENT, AND TERMINATION OF CHAPTER 
Pub. L. 109–8, title X, §1001(a), (b), Apr. 20, 2005, 119 Stat. 185, 186, provided that: 

"(a) Reenactment.— 

"(1) In general.—Chapter 12 of title 11, United States Code, as reenacted by section 
149 of division C of the Omnibus Consolidated and Emergency Supplemental Appropriations 
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Act, 1999 (Public Law 105–277) [set out as a note below], and as in effect on June 30, 2005, 
is hereby reenacted. 

"(2) Effective date of reenactment.—Paragraph (1) shall take effect on July 1, 2005. 

"(b) Amendments—Chapter 12 of title 11, United States Code, as reenacted by subsection 
(a), is amended by this Act [see Tables for classification]." 

Pub. L. 105–277, div. C, title I, §149, Oct. 21, 1998, 112 Stat. 2681–610, as amended 
by Pub. L. 106–5, §1, Mar. 30, 1999, 113 Stat. 9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 
1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 10; Pub. L. 107–17, §1, June 26, 2001, 115 
Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 Stat. 133; Pub. L. 107–171, title X, §10814(a), 
May 13, 2002, 116 Stat. 532; Pub. L. 107–377, §2(a), Dec. 19, 2002, 116 Stat. 3115; Pub. L. 
108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. L. 108–369, §2(a), Oct. 25, 2004, 118 Stat. 
1749, provided that: 

"(a) Chapter 12 of title 11 of the United States Code, as in effect on December 31, 2003, is 
hereby reenacted for the period beginning on January 1, 2004, and ending on July 1, 2005. 

"(b) All cases commenced or pending under chapter 12 of title 11, United States Code, as 
reenacted under subsection (a), and all matters and proceedings in or relating to such cases, 
shall be conducted and determined under such chapter as if such chapter were continued in 
effect after July 1, 2005. The substantive rights of parties in connection with such cases, 
matters, and proceedings shall continue to be governed under the laws applicable to such 
cases, matters, and proceedings as if such chapter were continued in effect after July 1, 2005." 

Chapter was repealed Oct. 1, 1998, except that cases commenced or pending under this 
chapter, and all matters and proceedings in or relating to such cases, were to be conducted and 
determined as if this chapter had not been repealed, and substantive rights of parties in 
connection with such cases, matters, and proceedings were to continue to be governed under 
the laws applicable to such cases, matters, and proceedings as if this chapter had not been 
repealed, see section 302(f) of Pub. L. 99–554, as amended, formerly set out in an Effective 
Date of 1986 Amendment note under section 581 of Title 28, Judiciary and Judicial Procedure. 

§1202. Trustee 
(a) If the United States trustee has appointed an individual under section 586(b) of title 28 to 

serve as standing trustee in cases under this chapter and if such individual qualifies as a trustee 
under section 322 of this title, then such individual shall serve as trustee in any case filed under 
this chapter. Otherwise, the United States trustee shall appoint one disinterested person to 
serve as trustee in the case or the United States trustee may serve as trustee in the case if 
necessary. 

(b) The trustee shall— 
(1) perform the duties specified in sections 704(a)(2), 704(a)(3), 704(a)(5), 704(a)(6), 

704(a)(7), and 704(a)(9) of this title; 
(2) perform the duties specified in section 1106(a)(3) and 1106(a)(4) of this title if the court, 

for cause and on request of a party in interest, the trustee, or the United States trustee, so 
orders; 

(3) appear and be heard at any hearing that concerns— 
(A) the value of property subject to a lien; 
(B) confirmation of a plan; 
(C) modification of the plan after confirmation; or 
(D) the sale of property of the estate; 
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(4) ensure that the debtor commences making timely payments required by a confirmed 
plan; 

(5) if the debtor ceases to be a debtor in possession, perform the duties specified in 
sections 704(a)(8), 1106(a)(1), 1106(a)(2), 1106(a)(6), 1106(a)(7), and 1203; and 

(6) if with respect to the debtor there is a claim for a domestic support obligation, provide 
the applicable notice specified in subsection (c). 
(c)(1) In a case described in subsection (b)(6) to which subsection (b)(6) applies, the trustee 

shall— 
(A)(i) provide written notice to the holder of the claim described in subsection (b)(6) of such 

claim and of the right of such holder to use the services of the State child support 
enforcement agency established under sections 464 and 466 of the Social Security Act for 
the State in which such holder resides, for assistance in collecting child support during and 
after the case under this title; and 

(ii) include in the notice provided under clause (i) the address and telephone number of 
such State child support enforcement agency; 

(B)(i) provide written notice to such State child support enforcement agency of such claim; 
and 

(ii) include in the notice provided under clause (i) the name, address, and telephone 
number of such holder; and 

(C) at such time as the debtor is granted a discharge under section 1228, provide written 
notice to such holder and to such State child support enforcement agency of— 

(i) the granting of the discharge; 
(ii) the last recent known address of the debtor; 
(iii) the last recent known name and address of the debtor's employer; and 
(iv) the name of each creditor that holds a claim that— 

(I) is not discharged under paragraph (2), (4), or (14A) of section 523(a); or 
(II) was reaffirmed by the debtor under section 524(c). 

(2)(A) The holder of a claim described in subsection (b)(6) or the State child support 
enforcement agency of the State in which such holder resides may request from a creditor 
described in paragraph (1)(C)(iv) the last known address of the debtor. 

(B) Notwithstanding any other provision of law, a creditor that makes a disclosure of a last 
known address of a debtor in connection with a request made under subparagraph (A) shall not 
be liable by reason of making that disclosure. 
(Added and amended Pub. L. 99–554, title II, §§227, 255, title III, §302(f), Oct. 27, 1986, 100 
Stat. 3103, 3106, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 105–277, div. 
C, title I, §149(a), Oct. 21, 1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 
113 Stat. 9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 
115 Stat. 10; Pub. L. 107–17, §1, June 26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 
2002, 116 Stat. 133; Pub. L. 107–171, title X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 
107–377, §2(a), Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 
891; Pub. L. 108–369, §2(a), Oct. 25, 2004, 118 Stat. 1749; Pub. L. 109–8, title II, §219(c), title 
X, §1001(a)(1), (c), Apr. 20, 2005, 119 Stat. 57, 185, 186; Pub. L. 111–327, §2(a)(38), Dec. 22, 
2010, 124 Stat. 3561.) 

REFERENCES IN TEXT 
Sections 464 and 466 of the Social Security Act, referred to in subsec. (c)(1)(A)(i), are 

classified to sections 664 and 666, respectively, of Title 42, The Public Health and Welfare. 

CODIFICATION 
For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 

set out preceding section 1201 of this title. 
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AMENDMENTS 
2010—Subsec. (b)(1). Pub. L. 111–327, §2(a)(38)(A), substituted "704(a)(2), 704(a)(3), 

704(a)(5), 704(a)(6), 704(a)(7), and 704(a)(9)" for "704(2), 704(3), 704(5), 704(6), 704(7), and 
704(9)". 

Subsec. (b)(5). Pub. L. 111–327, §2(a)(38)(B), substituted "704(a)(8)" for "704(8)". 

2005—Subsec. (b)(6). Pub. L. 109–8, §219(c)(1), added par. (6). 

Subsec. (c). Pub. L. 109–8, §219(c)(2), added subsec. (c). 

1986—Subsecs. (c), (d). Pub. L. 99–554, §227, struck out subsecs. (c) and (d) which read as 
follows: 

"(c) If the number of cases under this chapter commenced in a particular judicial district so 
warrants, the court may appoint one or more individuals to serve as standing trustee for such 
district in cases under this chapter. 

"(d)(1) A court that has appointed an individual under subsection (a) of this section to serve 
as standing trustee in cases under this chapter shall set for such individual— 

"(A) a maximum annual compensation not to exceed the lowest annual rate of basic pay 
in effect for grade GS–16 of the General Schedule prescribed under section 5332 of title 5; 
and 

"(B) a percentage fee not to exceed the sum of— 

"(i) not to exceed ten percent of the payments made under the plan of such debtor, 
with respect to payments in an aggregate amount not to exceed $450,000; and 

"(ii) three percent of payments made under the plan of such debtor, with respect to 
payments made after the aggregate amount of payments made under the plan exceeds 
$450,000; 

based on such maximum annual compensation and the actual, necessary expenses incurred 
by such individual as standing trustee. 

"(2) Such individual shall collect such percentage fee from all payments under plans in the 
cases under this chapter for which such individual serves as standing trustee. Such individual 
shall pay annually to the Treasury— 

"(A) any amount by which the actual compensation received by such individual exceeds 
five percent of all such payments made under plans in cases under this chapter for which 
such individual serves as standing trustee; and 

"(B) any amount by which the percentage fee fixed under paragraph (1)(B) of this 
subsection for all such cases exceeds— 

"(i) such individual's actual compensation for such cases, as adjusted under 
subparagraph (A) of this paragraph; plus 

"(ii) the actual, necessary expenses incurred by such individual as standing trustee 
in such cases." 

See section 586(b) and (e) of Title 28, Judiciary and Judicial Procedure. 

REFERENCES IN SUBSECTION (A) TEMPORARILY DEEMED TO BE REFERENCES TO OTHER PROVISIONS 
Until the amendments made by subtitle A (§§201 to 231) of title II of Pub. L. 99–554 become 

effective in a district and apply to a case, in subsec. (a) of this section— 
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(1) the first two references to the United States trustee are deemed to be references to 
the court, and 

(2) any reference to section 586(b) of Title 28, Judiciary and Judicial Procedure, is 
deemed to be a reference to subsec. (c) of this section, 

see section 302(c)(3)(B), (d), (e) of Pub. L. 99–554, set out in an Effective Date of 1986 
Amendment; Transition and Administrative Provisions note under section 581 of Title 28. 

§1203. Rights and powers of debtor 
Subject to such limitations as the court may prescribe, a debtor in possession shall have all 

the rights, other than the right to compensation under section 330, and powers, and shall 
perform all the functions and duties, except the duties specified in paragraphs (3) and (4) of 
section 1106(a), of a trustee serving in a case under chapter 11, including operating the debtor's 
farm or commercial fishing operation. 
(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3107, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 105–277, div. C, title I, 
§149(a), Oct. 21, 1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 
9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 
10; Pub. L. 107–17, §1, June 26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 
Stat. 133; Pub. L. 107–171, title X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, 
§2(a), Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. 
L. 108–369, §2(a), Oct. 25, 2004, 118 Stat. 1749; Pub. L. 109–8, title X, §§1001(a)(1), (c), 
1007(c)(2), Apr. 20, 2005, 119 Stat. 185, 186, 188.) 

CODIFICATION 
For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 

set out preceding section 1201 of this title. 

AMENDMENTS 
2005—Pub. L. 109–8, §1007(c)(2), inserted "or commercial fishing operation" after "farm". 

§1204. Removal of debtor as debtor in possession 
(a) On request of a party in interest, and after notice and a hearing, the court shall order that 

the debtor shall not be a debtor in possession for cause, including fraud, dishonesty, 
incompetence, or gross mismanagement of the affairs of the debtor, either before or after the 
commencement of the case. 

(b) On request of a party in interest, and after notice and a hearing, the court may reinstate 
the debtor in possession. 
(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3107, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 105–277, div. C, title I, 
§149(a), Oct. 21, 1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 
9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 
10; Pub. L. 107–17, §1, June 26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 
Stat. 133; Pub. L. 107–171, title X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, 
§2(a), Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. 
L. 108–369, §2(a), Oct. 25, 2004, 118 Stat. 1749; Pub. L. 109–8, title X, §1001(a)(1), (c), Apr. 
20, 2005, 119 Stat. 185, 186.) 

CODIFICATION 
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For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 
set out preceding section 1201 of this title. 

§1205. Adequate protection 
(a) Section 361 does not apply in a case under this chapter. 
(b) In a case under this chapter, when adequate protection is required under section 362, 

363, or 364 of this title of an interest of an entity in property, such adequate protection may be 
provided by— 

(1) requiring the trustee to make a cash payment or periodic cash payments to such entity, 
to the extent that the stay under section 362 of this title, use, sale, or lease under section 363 
of this title, or any grant of a lien under section 364 of this title results in a decrease in the 
value of property securing a claim or of an entity's ownership interest in property; 

(2) providing to such entity an additional or replacement lien to the extent that such stay, 
use, sale, lease, or grant results in a decrease in the value of property securing a claim or of 
an entity's ownership interest in property; 

(3) paying to such entity for the use of farmland the reasonable rent customary in the 
community where the property is located, based upon the rental value, net income, and 
earning capacity of the property; or 

(4) granting such other relief, other than entitling such entity to compensation allowable 
under section 503(b)(1) of this title as an administrative expense, as will adequately protect 
the value of property securing a claim or of such entity's ownership interest in property. 

(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3107, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 105–277, div. C, title I, 
§149(a), Oct. 21, 1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 
9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 
10; Pub. L. 107–17, §1, June 26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 
Stat. 133; Pub. L. 107–171, title X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, 
§2(a), Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. 
L. 108–369, §2(a), Oct. 25, 2004, 118 Stat. 1749; Pub. L. 109–8, title X, §1001(a)(1), (c), Apr. 
20, 2005, 119 Stat. 185, 186.) 

CODIFICATION 
For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 

set out preceding section 1201 of this title. 

§1206. Sales free of interests 
After notice and a hearing, in addition to the authorization contained in section 363(f), the 

trustee in a case under this chapter may sell property under section 363(b) and (c) free and 
clear of any interest in such property of an entity other than the estate if the property is 
farmland, farm equipment, or property used to carry out a commercial fishing operation 
(including a commercial fishing vessel), except that the proceeds of such sale shall be subject to 
such interest. 
(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3108, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 105–277, div. C, title I, 
§149(a), Oct. 21, 1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 
9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 
10; Pub. L. 107–17, §1, June 26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 
Stat. 133; Pub. L. 107–171, title X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, 
§2(a), Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. 
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L. 108–369, §2(a), Oct. 25, 2004, 118 Stat. 1749; Pub. L. 109–8, title X, §§1001(a)(1), (c), 
1007(c)(3), Apr. 20, 2005, 119 Stat. 185, 186, 188.) 

CODIFICATION 
For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 

set out preceding section 1201 of this title. 

AMENDMENTS 
2005—Pub. L. 109–8, §1007(c)(3), substituted "if the property is farmland, farm equipment, or 

property used to carry out a commercial fishing operation (including a commercial fishing 
vessel)" for "if the property is farmland or farm equipment". 

§1207. Property of the estate 
(a) Property of the estate includes, in addition to the property specified in section 541 of this 

title— 
(1) all property of the kind specified in such section that the debtor acquires after the 

commencement of the case but before the case is closed, dismissed, or converted to a case 
under chapter 7 of this title, whichever occurs first; and 

(2) earnings from services performed by the debtor after the commencement of the case 
but before the case is closed, dismissed, or converted to a case under chapter 7 of this title, 
whichever occurs first. 
(b) Except as provided in section 1204, a confirmed plan, or an order confirming a plan, the 

debtor shall remain in possession of all property of the estate. 
(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3108, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 105–277, div. C, title I, 
§149(a), Oct. 21, 1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 
9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 
10; Pub. L. 107–17, §1, June 26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 
Stat. 133; Pub. L. 107–171, title X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, 
§2(a), Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. 
L. 108–369, §2(a), Oct. 25, 2004, 118 Stat. 1749; Pub. L. 109–8, title X, §1001(a)(1), (c), Apr. 
20, 2005, 119 Stat. 185, 186.) 

CODIFICATION 
For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 

set out preceding section 1201 of this title. 

§1208. Conversion or dismissal 
(a) The debtor may convert a case under this chapter to a case under chapter 7 of this title at 

any time. Any waiver of the right to convert under this subsection is unenforceable. 
(b) On request of the debtor at any time, if the case has not been converted under section 

706 or 1112 of this title, the court shall dismiss a case under this chapter. Any waiver of the right 
to dismiss under this subsection is unenforceable. 

(c) On request of a party in interest, and after notice and a hearing, the court may dismiss a 
case under this chapter for cause, including— 

(1) unreasonable delay, or gross mismanagement, by the debtor that is prejudicial to 
creditors; 

(2) nonpayment of any fees and charges required under chapter 123 of title 28; 
(3) failure to file a plan timely under section 1221 of this title; 
(4) failure to commence making timely payments required by a confirmed plan; 

EXTRACT



521 
 

(5) denial of confirmation of a plan under section 1225 of this title and denial of a request 
made for additional time for filing another plan or a modification of a plan; 

(6) material default by the debtor with respect to a term of a confirmed plan; 
(7) revocation of the order of confirmation under section 1230 of this title, and denial of 

confirmation of a modified plan under section 1229 of this title; 
(8) termination of a confirmed plan by reason of the occurrence of a condition specified in 

the plan; 
(9) continuing loss to or diminution of the estate and absence of a reasonable likelihood of 

rehabilitation; and 
(10) failure of the debtor to pay any domestic support obligation that first becomes payable 

after the date of the filing of the petition. 
(d) On request of a party in interest, and after notice and a hearing, the court may dismiss a 

case under this chapter or convert a case under this chapter to a case under chapter 7 of this 
title upon a showing that the debtor has committed fraud in connection with the case. 

(e) Notwithstanding any other provision of this section, a case may not be converted to a 
case under another chapter of this title unless the debtor may be a debtor under such chapter. 
(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3108, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 105–277, div. C, title I, 
§149(a), Oct. 21, 1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 
9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 
10; Pub. L. 107–17, §1, June 26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 
Stat. 133; Pub. L. 107–171, title X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, 
§2(a), Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. 
L. 108–369, §2(a), Oct. 25, 2004, 118 Stat. 1749; Pub. L. 109–8, title II, §213(2), title X, 
§1001(a)(1), (c), Apr. 20, 2005, 119 Stat. 52, 185, 186.) 

CODIFICATION 
For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 

set out preceding section 1201 of this title. 

AMENDMENTS 
2005—Subsec. (c)(10). Pub. L. 109–8, §213(2), added par. (10). 

SUBCHAPTER II—THE PLAN 
§1221. Filing of plan 

The debtor shall file a plan not later than 90 days after the order for relief under this chapter, 
except that the court may extend such period if the need for an extension is attributable to 
circumstances for which the debtor should not justly be held accountable. 
(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3109, 3124; Pub. L. 103–65, §§1, 2, Aug. 6, 1993, 107 Stat. 311; Pub. L. 105–277, div. C, title I, 
§149(a), Oct. 21, 1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 
9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 
10; Pub. L. 107–17, §1, June 26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 
Stat. 133; Pub. L. 107–171, title X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, 
§2(a), Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. 
L. 108–369, §2(a), Oct. 25, 2004, 118 Stat. 1749; Pub. L. 109–8, title X, §1001(a)(1), (c), Apr. 
20, 2005, 119 Stat. 185, 186.) 

EXTRACT



522 
 

CODIFICATION 
For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 

set out preceding section 1201 of this title. 

AMENDMENTS 
1993—Pub. L. 103–65 substituted "the need for an extension is attributable to circumstances 

for which the debtor should not justly be held accountable" for "an extension is substantially 
justified". 

§1222. Contents of plan 
(a) The plan shall— 

(1) provide for the submission of all or such portion of future earnings or other future 
income of the debtor to the supervision and control of the trustee as is necessary for the 
execution of the plan; 

(2) provide for the full payment, in deferred cash payments, of all claims entitled to priority 
under section 507, unless the holder of a particular claim agrees to a different treatment of 
that claim; 

(3) if the plan classifies claims and interests, provide the same treatment for each claim or 
interest within a particular class unless the holder of a particular claim or interest agrees to 
less favorable treatment; 

(4) notwithstanding any other provision of this section, a plan may provide for less than full 
payment of all amounts owed for a claim entitled to priority under section 507(a)(1)(B) only if 
the plan provides that all of the debtor's projected disposable income for a 5-year period 
beginning on the date that the first payment is due under the plan will be applied to make 
payments under the plan; and 

(5) subject to section 1232, provide for the treatment of any claim by a governmental unit of 
a kind described in section 1232(a). 
(b) Subject to subsections (a) and (c) of this section, the plan may— 

(1) designate a class or classes of unsecured claims, as provided in section 1122 of this 
title, but may not discriminate unfairly against any class so designated; however, such plan 
may treat claims for a consumer debt of the debtor if an individual is liable on such consumer 
debt with the debtor differently than other unsecured claims; 

(2) modify the rights of holders of secured claims, or of holders of unsecured claims, or 
leave unaffected the rights of holders of any class of claims; 

(3) provide for the curing or waiving of any default; 
(4) provide for payments on any unsecured claim to be made concurrently with payments 

on any secured claim or any other unsecured claim; 
(5) provide for the curing of any default within a reasonable time and maintenance of 

payments while the case is pending on any unsecured claim or secured claim on which the 
last payment is due after the date on which the final payment under the plan is due; 

(6) subject to section 365 of this title, provide for the assumption, rejection, or assignment 
of any executory contract or unexpired lease of the debtor not previously rejected under such 
section; 

(7) provide for the payment of all or part of a claim against the debtor from property of the 
estate or property of the debtor; 

(8) provide for the sale of all or any part of the property of the estate or the distribution of all 
or any part of the property of the estate among those having an interest in such property; 

(9) provide for payment of allowed secured claims consistent with section 1225(a)(5) of this 
title, over a period exceeding the period permitted under section 1222(c); 

(10) provide for the vesting of property of the estate, on confirmation of the plan or at a 
later time, in the debtor or in any other entity; 
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(11) provide for the payment of interest accruing after the date of the filing of the petition on 
unsecured claims that are nondischargeable under section 1228(a), except that such interest 
may be paid only to the extent that the debtor has disposable income available to pay such 
interest after making provision for full payment of all allowed claims; and 

(12) include any other appropriate provision not inconsistent with this title. 
(c) Except as provided in subsections (b)(5) and (b)(9), the plan may not provide for 

payments over a period that is longer than three years unless the court for cause approves a 
longer period, but the court may not approve a period that is longer than five years. 

(d) Notwithstanding subsection (b)(2) of this section and sections 506(b) and 1225(a)(5) of 
this title, if it is proposed in a plan to cure a default, the amount necessary to cure the default, 
shall be determined in accordance with the underlying agreement and applicable nonbankruptcy 
law. 
(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3109, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 103–394, title III, §305(b), 
Oct. 22, 1994, 108 Stat. 4134; Pub. L. 105–277, div. C, title I, §149(a), Oct. 21, 1998, 112 Stat. 
2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 9; Pub. L. 106–70, §1, Oct. 9, 
1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 10; Pub. L. 107–17, §1, June 
26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 Stat. 133; Pub. L. 107–171, title 
X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, §2(a), Dec. 19, 2002, 116 Stat. 
3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. L. 108–369, §2(a), Oct. 25, 
2004, 118 Stat. 1749; Pub. L. 109–8, title II, §213(3), (4), title X, §§1001(a)(1), (c), 1003(a), Apr. 
20, 2005, 119 Stat. 52, 185, 186; Pub. L. 115–72, div. B, §1005(b)(1)(A), Oct. 26, 2017, 131 
Stat. 1233.) 

CODIFICATION 
For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 

set out preceding section 1201 of this title. 

AMENDMENTS 
2017—Subsec. (a)(2). Pub. L. 115–72, §1005(b)(1)(A)(i), substituted "unless" for "unless—", 

struck out subpar. (B) designation before "the holder", and struck out subpar. (A) which read as 
follows: "the claim is a claim owed to a governmental unit that arises as a result of the sale, 
transfer, exchange, or other disposition of any farm asset used in the debtor's farming 
operation, in which case the claim shall be treated as an unsecured claim that is not entitled to 
priority under section 507, but the debt shall be treated in such manner only if the debtor 
receives a discharge; or". 

Subsec. (a)(5). Pub. L. 115–72, §1005(b)(1)(A)(ii)–(iv), added par. (5). 

2005—Subsec. (a)(2). Pub. L. 109–8, §1003(a), amended par. (2) generally. Prior to 
amendment, par. (2) read as follows: "provide for the full payment, in deferred cash payments, 
of all claims entitled to priority under section 507 of this title, unless the holder of a particular 
claim agrees to a different treatment of such claim;". 

Subsec. (a)(4). Pub. L. 109–8, §213(3), added par. (4). 

Subsec. (b)(11), (12). Pub. L. 109–8, §213(4), added par. (11) and redesignated former par. 
(11) as (12). 

1994—Subsec. (d). Pub. L. 103–394 added subsec. (d). 
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§1223. Modification of plan before confirmation 
(a) The debtor may modify the plan at any time before confirmation, but may not modify the 

plan so that the plan as modified fails to meet the requirements of section 1222 of this title. 
(b) After the debtor files a modification under this section, the plan as modified becomes the 

plan. 
(c) Any holder of a secured claim that has accepted or rejected the plan is deemed to have 

accepted or rejected, as the case may be, the plan as modified, unless the modification 
provides for a change in the rights of such holder from what such rights were under the plan 
before modification, and such holder changes such holder's previous acceptance or rejection. 
(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3110, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 105–277, div. C, title I, 
§149(a), Oct. 21, 1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 
9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 
10; Pub. L. 107–17, §1, June 26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 
Stat. 133; Pub. L. 107–171, title X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, 
§2(a), Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. 
L. 108–369, §2(a), Oct. 25, 2004, 118 Stat. 1749; Pub. L. 109–8, title X, §1001(a)(1), (c), Apr. 
20, 2005, 119 Stat. 185, 186.) 

CODIFICATION 
For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 

set out preceding section 1201 of this title. 

§1224. Confirmation hearing 
After expedited notice, the court shall hold a hearing on confirmation of the plan. A party in 

interest, the trustee, or the United States trustee may object to the confirmation of the plan. 
Except for cause, the hearing shall be concluded not later than 45 days after the filing of the 
plan. 
(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3110, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 105–277, div. C, title I, 
§149(a), Oct. 21, 1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 
9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 
10; Pub. L. 107–17, §1, June 26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 
Stat. 133; Pub. L. 107–171, title X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, 
§2(a), Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. 
L. 108–369, §2(a), Oct. 25, 2004, 118 Stat. 1749; Pub. L. 109–8, title X, §1001(a)(1), (c), Apr. 
20, 2005, 119 Stat. 185, 186.) 

CODIFICATION 
For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 

set out preceding section 1201 of this title. 

§1225. Confirmation of plan 
(a) Except as provided in subsection (b), the court shall confirm a plan if— 

(1) the plan complies with the provisions of this chapter and with the other applicable 
provisions of this title; 

(2) any fee, charge, or amount required under chapter 123 of title 28, or by the plan, to be 
paid before confirmation, has been paid; 

(3) the plan has been proposed in good faith and not by any means forbidden by law; 
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(4) the value, as of the effective date of the plan, of property to be distributed under the 
plan on account of each allowed unsecured claim is not less than the amount that would be 
paid on such claim if the estate of the debtor were liquidated under chapter 7 of this title on 
such date; 

(5) with respect to each allowed secured claim provided for by the plan— 
(A) the holder of such claim has accepted the plan; 
(B)(i) the plan provides that the holder of such claim retain the lien securing such claim; 

and 
(ii) the value, as of the effective date of the plan, of property to be distributed by the 

trustee or the debtor under the plan on account of such claim is not less than the allowed 
amount of such claim; or 

(C) the debtor surrenders the property securing such claim to such holder; 
(6) the debtor will be able to make all payments under the plan and to comply with the plan; 

and 
(7) the debtor has paid all amounts that are required to be paid under a domestic support 

obligation and that first become payable after the date of the filing of the petition if the debtor 
is required by a judicial or administrative order, or by statute, to pay such domestic support 
obligation. 
(b)(1) If the trustee or the holder of an allowed unsecured claim objects to the confirmation of 

the plan, then the court may not approve the plan unless, as of the effective date of the plan— 
(A) the value of the property to be distributed under the plan on account of such claim is 

not less than the amount of such claim; 
(B) the plan provides that all of the debtor's projected disposable income to be received in 

the three-year period, or such longer period as the court may approve under section 1222(c), 
beginning on the date that the first payment is due under the plan will be applied to make 
payments under the plan; or 

(C) the value of the property to be distributed under the plan in the 3-year period, or such 
longer period as the court may approve under section 1222(c), beginning on the date that the 
first distribution is due under the plan is not less than the debtor's projected disposable 
income for such period. 
(2) For purposes of this subsection, "disposable income" means income which is received by 

the debtor and which is not reasonably necessary to be expended— 
(A) for the maintenance or support of the debtor or a dependent of the debtor or for a 

domestic support obligation that first becomes payable after the date of the filing of the 
petition; or 

(B) for the payment of expenditures necessary for the continuation, preservation, and 
operation of the debtor's business. 
(c) After confirmation of a plan, the court may order any entity from whom the debtor receives 

income to pay all or any part of such income to the trustee. 
(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3110, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 105–277, div. C, title I, 
§149(a), Oct. 21, 1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 
9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 
10; Pub. L. 107–17, §1, June 26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 
Stat. 133; Pub. L. 107–171, title X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, 
§2(a), Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. 
L. 108–369, §2(a), Oct. 25, 2004, 118 Stat. 1749; Pub. L. 109–8, title II, §§213(5), 218, title X, 
§§1001(a)(1), (c), 1006(a), Apr. 20, 2005, 119 Stat. 52, 55, 185-187.) 

CODIFICATION 
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For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 
set out preceding section 1201 of this title. 

AMENDMENTS 
2005—Subsec. (a)(7). Pub. L. 109–8, §213(5), added par. (7). 

Subsec. (b)(1)(C). Pub. L. 109–8, §1006(a), added subpar. (C). 

Subsec. (b)(2)(A). Pub. L. 109–8, §218, inserted "or for a domestic support obligation that first 
becomes payable after the date of the filing of the petition" after "dependent of the debtor". 

§1226. Payments 
(a) Payments and funds received by the trustee shall be retained by the trustee until 

confirmation or denial of confirmation of a plan. If a plan is confirmed, the trustee shall distribute 
any such payment in accordance with the plan. If a plan is not confirmed, the trustee shall return 
any such payments to the debtor, after deducting— 

(1) any unpaid claim allowed under section 503(b) of this title; and 
(2) if a standing trustee is serving in the case, the percentage fee fixed for such standing 

trustee. 
(b) Before or at the time of each payment to creditors under the plan, there shall be paid— 

(1) any unpaid claim of the kind specified in section 507(a)(2) of this title; and 
(2) if a standing trustee appointed under section 1202(c) 1 of this title is serving in the case, 

the percentage fee fixed for such standing trustee under section 1202(d) 1 of this title. 
(c) Except as otherwise provided in the plan or in the order confirming the plan, the trustee 

shall make payments to creditors under the plan. 
(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3111, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 103–394, title V, 
§501(d)(36), Oct. 22, 1994, 108 Stat. 4147; Pub. L. 105–277, div. C, title I, §149(a), Oct. 21, 
1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 9; Pub. L. 106–
70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 10; Pub. L. 
107–17, §1, June 26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 Stat. 
133; Pub. L. 107–171, title X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, §2(a), 
Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. L. 
108–369, §2(a), Oct. 25, 2004, 118 Stat. 1749; Pub. L. 109–8, title X, §1001(a)(1), (c), title XV, 
§1502(a)(9), Apr. 20, 2005, 119 Stat. 185, 186, 217.) 

REFERENCES IN TEXT 
Section 1202(c) and (d) of this title, referred to in subsec. (b)(2), was repealed by section 227 

of Pub. L. 99–554, and provisions relating to appointment of and fixing percentage fees for 
standing trustees are contained in section 586(b) and (e) of Title 28, Judiciary and Judicial 
Procedure, as amended by section 113(b), (c) of Pub. L. 99–554. 

CODIFICATION 
For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 

set out preceding section 1201 of this title. 

AMENDMENTS 
2005—Subsec. (b)(1). Pub. L. 109–8, §1502(a)(9), substituted "507(a)(2)" for "507(a)(1)". 

1994—Subsec. (b)(2). Pub. L. 103–394 substituted "1202(c)" for "1202(d)" and "1202(d)" for 
"1202(e)". 
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1 See References in Text note below. 

§1227. Effect of confirmation 
(a) Except as provided in section 1228(a) of this title, the provisions of a confirmed plan bind 

the debtor, each creditor, each equity security holder, and each general partner in the debtor, 
whether or not the claim of such creditor, such equity security holder, or such general partner in 
the debtor is provided for by the plan, and whether or not such creditor, such equity security 
holder, or such general partner in the debtor has objected to, has accepted, or has rejected the 
plan. 

(b) Except as otherwise provided in the plan or the order confirming the plan, the confirmation 
of a plan vests all of the property of the estate in the debtor. 

(c) Except as provided in section 1228(a) of this title and except as otherwise provided in the 
plan or in the order confirming the plan, the property vesting in the debtor under subsection (b) 
of this section is free and clear of any claim or interest of any creditor provided for by the plan. 
(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3112, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 105–277, div. C, title I, 
§149(a), Oct. 21, 1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 
9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 
10; Pub. L. 107–17, §1, June 26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 
Stat. 133; Pub. L. 107–171, title X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, 
§2(a), Dec. 19, 2002, 116 Stat. 3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. 
L. 108–369, §2(a), Oct. 25, 2004, 118 Stat. 1749; Pub. L. 109–8, title X, §1001(a)(1), (c), Apr. 
20, 2005, 119 Stat. 185, 186.) 

CODIFICATION 
For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 

set out preceding section 1201 of this title. 

§1228. Discharge 
(a) Subject to subsection (d), as soon as practicable after completion by the debtor of all 

payments under the plan, and in the case of a debtor who is required by a judicial or 
administrative order, or by statute, to pay a domestic support obligation, after such debtor 
certifies that all amounts payable under such order or such statute that are due on or before the 
date of the certification (including amounts due before the petition was filed, but only to the 
extent provided for by the plan) have been paid, other than payments to holders of allowed 
claims provided for under section 1222(b)(5) or 1222(b)(9) of this title, unless the court approves 
a written waiver of discharge executed by the debtor after the order for relief under this chapter, 
the court shall grant the debtor a discharge of all debts provided for by the plan, allowed under 
section 503 of this title, or disallowed under section 502 of this title, except any debt— 

(1) provided for under section 1222(b)(5) or 1222(b)(9) of this title; or 
(2) of a kind specified in section 523(a) of this title, except as provided in section 1232(c). 

(b) Subject to subsection (d), at any time after the confirmation of the plan and after notice 
and a hearing, the court may grant a discharge to a debtor that has not completed payments 
under the plan only if— 

(1) the debtor's failure to complete such payments is due to circumstances for which the 
debtor should not justly be held accountable; 

(2) the value, as of the effective date of the plan, of property actually distributed under the 
plan on account of each allowed unsecured claim is not less than the amount that would have 
been paid on such claim if the estate of the debtor had been liquidated under chapter 7 of this 
title on such date; and 
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(3) modification of the plan under section 1229 of this title is not practicable. 
(c) A discharge granted under subsection (b) of this section discharges the debtor from all 

unsecured debts provided for by the plan or disallowed under section 502 of this title, except 
any debt— 

(1) provided for under section 1222(b)(5) or 1222(b)(9) of this title; or 
(2) of a kind specified in section 523(a) of this title, except as provided in section 1232(c). 

(d) On request of a party in interest before one year after a discharge under this section is 
granted, and after notice and a hearing, the court may revoke such discharge only if— 

(1) such discharge was obtained by the debtor through fraud; and 
(2) the requesting party did not know of such fraud until after such discharge was granted. 

(e) After the debtor is granted a discharge, the court shall terminate the services of any 
trustee serving in the case. 

(f) The court may not grant a discharge under this chapter unless the court after notice and a 
hearing held not more than 10 days before the date of the entry of the order granting the 
discharge finds that there is no reasonable cause to believe that— 

(1) section 522(q)(1) may be applicable to the debtor; and 
(2) there is pending any proceeding in which the debtor may be found guilty of a felony of 

the kind described in section 522(q)(1)(A) or liable for a debt of the kind described in section 
522(q)(1)(B). 

(Added and amended Pub. L. 99–554, title II, §255, title III, §302(f), Oct. 27, 1986, 100 Stat. 
3112, 3124; Pub. L. 103–65, §1, Aug. 6, 1993, 107 Stat. 311; Pub. L. 105–277, div. C, title I, 
§149(a), Oct. 21, 1998, 112 Stat. 2681–610; Pub. L. 106–5, §1(1), (2), Mar. 30, 1999, 113 Stat. 
9; Pub. L. 106–70, §1, Oct. 9, 1999, 113 Stat. 1031; Pub. L. 106–518, title II, §208, Nov. 13, 
2000, 114 Stat. 2415; Pub. L. 107–8, §1, May 11, 2001, 115 Stat. 10; Pub. L. 107–17, §1, June 
26, 2001, 115 Stat. 151; Pub. L. 107–170, §1, May 7, 2002, 116 Stat. 133; Pub. L. 107–171, title 
X, §10814(a), May 13, 2002, 116 Stat. 532; Pub. L. 107–377, §2(a), Dec. 19, 2002, 116 Stat. 
3115; Pub. L. 108–73, §2(a), Aug. 15, 2003, 117 Stat. 891; Pub. L. 108–369, §2(a), Oct. 25, 
2004, 118 Stat. 1749; Pub. L. 109–8, title II, §213(6), title III, §330(c), title X, §1001(a)(1), (c), 
Apr. 20, 2005, 119 Stat. 53, 101, 185, 186; Pub. L. 115–72, div. B, §1005(b)(1)(B), Oct. 26, 
2017, 131 Stat. 1233.) 

CODIFICATION 
For repeal of section effective Oct. 1, 1998, and subsequent reenactment of section, see note 

set out preceding section 1201 of this title. 

AMENDMENTS 
2017—Subsec. (a). Pub. L. 115–72, §1005(b)(1)(B)(i)(I), in introductory provisions, inserted a 

comma after "all debts provided for by the plan" and after "allowed under section 503 of this 
title". 

Subsec. (a)(2). Pub. L. 115–72, §1005(b)(1)(B)(i)(II), substituted "a kind specified in section 
523(a) of this title, except as provided in section 1232(c)." for "the kind specified in section 
523(a) of this title." 

Subsec. (c)(2). Pub. L. 115–72, §1005(b)(1)(B)(ii), inserted ", except as provided in section 
1232(c)" before period at end. 

2005—Subsec. (a). Pub. L. 109–8, §330(c)(1), substituted "Subject to subsection (d), as" for 
"As" in introductory provisions. 

Pub. L. 109–8, §213(6), inserted ", and in the case of a debtor who is required by a judicial or 
administrative order, or by statute, to pay a domestic support obligation, after such debtor 
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CHAPTER 13—ADJUSTMENT OF DEBTS OF AN INDIVIDUAL WITH 
REGULAR INCOME 

SUBCHAPTER I—OFFICERS, ADMINISTRATION, AND THE ESTATE 
Sec. 
1301. Stay of action against codebtor. 
1302. Trustee. 
1303. Rights and powers of debtor. 
1304. Debtor engaged in business. 
1305. Filing and allowance of postpetition claims. 
1306. Property of the estate. 
1307. Conversion or dismissal. 
1308. Filing of prepetition tax returns. 

         

SUBCHAPTER II—THE PLAN 
1321. Filing of plan. 
1322. Contents of plan. 
1323. Modification of plan before confirmation. 
1324. Confirmation hearing. 
1325. Confirmation of plan. 
1326. Payments. 
1327. Effect of confirmation. 
1328. Discharge. 
1329. Modification of plan after confirmation. 
1330. Revocation of an order of confirmation. 

         

AMENDMENTS 
2005—Pub. L. 109–8, title VII, §716(b)(2), Apr. 20, 2005, 119 Stat. 130, added item 1308. 

SUBCHAPTER I—OFFICERS, ADMINISTRATION, AND THE ESTATE 
§1301. Stay of action against codebtor 

(a) Except as provided in subsections (b) and (c) of this section, after the order for relief 
under this chapter, a creditor may not act, or commence or continue any civil action, to collect 
all or any part of a consumer debt of the debtor from any individual that is liable on such debt 
with the debtor, or that secured such debt, unless— 

(1) such individual became liable on or secured such debt in the ordinary course of such 
individual's business; or 

(2) the case is closed, dismissed, or converted to a case under chapter 7 or 11 of this title. 
(b) A creditor may present a negotiable instrument, and may give notice of dishonor of such 

an instrument. 
(c) On request of a party in interest and after notice and a hearing, the court shall grant relief 

from the stay provided by subsection (a) of this section with respect to a creditor, to the extent 
that— 

(1) as between the debtor and the individual protected under subsection (a) of this section, 
such individual received the consideration for the claim held by such creditor; 

(2) the plan filed by the debtor proposes not to pay such claim; or 
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(3) such creditor's interest would be irreparably harmed by continuation of such stay. 
(d) Twenty days after the filing of a request under subsection (c)(2) of this section for relief 

from the stay provided by subsection (a) of this section, such stay is terminated with respect to 
the party in interest making such request, unless the debtor or any individual that is liable on 
such debt with the debtor files and serves upon such party in interest a written objection to the 
taking of the proposed action. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2645; Pub. L. 98–353, title III, §§313, 524, July 10, 
1984, 98 Stat. 355, 388.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 1301 of the House amendment is identical with the provision contained in section 

1301 of the House bill and adopted by the Senate amendment. Section 1301(c)(1) indicates that 
a basis for lifting the stay is that the debtor did not receive consideration for the claim by the 
creditor, or in other words, the debtor is really the "codebtor." As with other sections in title 11, 
the standard of receiving consideration is a general rule, but where two co-debtors have agreed 
to share liabilities in a different manner than profits it is the individual who does not ultimately 
bear the liability that is protected by the stay under section 1301. 

SENATE REPORT NO. 95–989 
Subsection (a) automatically stays the holder of a claim based on a consumer debt of the 

chapter 13 debtor from acting or proceeding in any way, except as authorized pursuant to 
subsections (b) and (c), against an individual or the property of an individual liable with the 
chapter 13 debtor, unless such codebtor became liable in the ordinary course of his business, or 
unless the case is closed, dismissed, or converted to another chapter. 

Under the terms of the agreement with the codebtor who is not in bankruptcy, the creditor has 
a right to collect all payments to the extent they are not made by the debtor at the time they are 
due. To the extent to which a chapter 13 plan does not propose to pay a creditor his claims, the 
creditor may obtain relief from the court from the automatic stay and collect such claims from 
the codebtor. Conversely, a codebtor obtains the benefit of any payments made to the creditor 
under the plan. If a debtor defaults on scheduled payments under the plan, then the codebtor 
would be liable for the remaining deficiency; otherwise, payments not made under the plan may 
never be made by the codebtor. The obligation of the codebtor to make the creditor whole at the 
time payments are due remains. 

The automatic stay under this section pertains only to the collection of a consumer debt, 
defined by section 101(7) of this title to mean a debt incurred by an individual primarily for a 
personal, family, or household purpose. Therefore, not all debts owed by a chapter 13 debtor 
will be subject to the stay of the codebtor, particularly those business debts incurred by an 
individual with regular income, as defined by section 101(24) of this title, engaged in business, 
that is permitted by virtue of section 109(b) and section 1304 to obtain chapter 13 relief. 

Subsection (b) excepts the giving of notice of dishonor of a negotiable instrument from the 
reach of the codebtor stay. 

Under subsection (c), if the codebtor has property out of which the creditor's claim can be 
satisfied, the court can grant relief from the stay absent the transfer of a security interest in that 
property by the codebtor to the creditor. Correspondingly, if there is reasonable cause to believe 
that property is about to be disposed of by the codebtor which could be used to satisfy his 
obligation to the creditor, the court should lift the stay to allow the creditor to perfect his rights 
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against such property. Likewise, if property is subject to rapid depreciation or decrease in value 
the stay should be lifted to allow the creditor to protect his rights to reach such property. 
Otherwise, the creditor's interest would be irreparably harmed by such stay. Property which 
could be used to satisfy the claim could be disposed of or encumbered and placed beyond the 
reach of the creditor. The creditor should be allowed to protect his rights to reach property which 
could satisfy his claim and prevent its erosion in value, disposal, or encumbrance. 

HOUSE REPORT NO. 95–595 
This section is new. It is designed to protect a debtor operating under a chapter 13 individual 

repayment plan case by insulating him from indirect pressures from his creditors exerted 
through friends or relatives that may have cosigned an obligation of the debtor. The protection is 
limited, however, to ensure that the creditor involved does not lose the benefit of the bargain he 
made for a cosigner. He is entitled to full compensation, including any interest, fees, and costs 
provided for by the agreement under which the debtor obtained his loan. The creditor is simply 
required to share with other creditors to the extent that the debtor will repay him under the 
chapter 13 plan. The creditor is delayed, but his substantive rights are not affected. 

Subsection (a) is the operative subsection. It stays action by a creditor after an order for relief 
under chapter 13. The creditor may not act, or commence or continue any civil action, to collect 
all or any part of a consumer debt of the debtor from any individual that is liable on such debt 
with the debtor, or that has secured the debt, unless the individual became liable or secured the 
debt in the ordinary course of his business, or the case is closed, dismissed, or converted to 
chapter 7 or 11. 

Subsection (b) permits the creditor, notwithstanding the stay, to present a negotiable 
instrument and to give notice of dishonor of the instrument, in order to preserve his substantive 
rights against the codebtor as required by applicable nonbankruptcy law. 

Subsection (c) requires the court to grant relief from the stay in certain circumstances. The 
court must grant relief to the extent that the debtor does not propose to pay, under the plan, the 
amount owed to the creditor. The court must also grant relief to the extent that the debtor was 
really the codebtor in the transaction, that is, to the extent that the nondebtor party actually 
received the consideration for the claim held by the creditor. Finally, the court must grant relief 
to the extent that the creditor's interest would be irreparably harmed by the stay, for example, 
where the codebtor filed bankruptcy himself, or threatened to leave the locale, or lost his job. 

AMENDMENTS 
1984—Subsec. (c)(3). Pub. L. 98–353, §524, inserted "continuation of" after "by". 

Subsec. (d). Pub. L. 98–353, §313, added subsec. (d). 

§1302. Trustee 
(a) If the United States trustee appoints an individual under section 586(b) of title 28 to serve 

as standing trustee in cases under this chapter and if such individual qualifies under section 322 
of this title, then such individual shall serve as trustee in the case. Otherwise, the United States 
trustee shall appoint one disinterested person to serve as trustee in the case or the United 
States trustee may serve as a trustee in the case. 

(b) The trustee shall— 
(1) perform the duties specified in sections 704(a)(2), 704(a)(3), 704(a)(4), 704(a)(5), 

704(a)(6), 704(a)(7), and 704(a)(9) of this title; 
(2) appear and be heard at any hearing that concerns— 

(A) the value of property subject to a lien; 
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(B) confirmation of a plan; or 
(C) modification of the plan after confirmation; 

(3) dispose of, under regulations issued by the Director of the Administrative Office of the 
United States Courts, moneys received or to be received in a case under chapter XIII of the 
Bankruptcy Act; 

(4) advise, other than on legal matters, and assist the debtor in performance under the 
plan; 

(5) ensure that the debtor commences making timely payments under section 1326 of this 
title; and 

(6) if with respect to the debtor there is a claim for a domestic support obligation, provide 
the applicable notice specified in subsection (d). 
(c) If the debtor is engaged in business, then in addition to the duties specified in subsection 

(b) of this section, the trustee shall perform the duties specified in sections 1106(a)(3) and 
1106(a)(4) of this title. 

(d)(1) In a case described in subsection (b)(6) to which subsection (b)(6) applies, the trustee 
shall— 

(A)(i) provide written notice to the holder of the claim described in subsection (b)(6) of such 
claim and of the right of such holder to use the services of the State child support 
enforcement agency established under sections 464 and 466 of the Social Security Act for 
the State in which such holder resides, for assistance in collecting child support during and 
after the case under this title; and 

(ii) include in the notice provided under clause (i) the address and telephone number of 
such State child support enforcement agency; 

(B)(i) provide written notice to such State child support enforcement agency of such claim; 
and 

(ii) include in the notice provided under clause (i) the name, address, and telephone 
number of such holder; and 

(C) at such time as the debtor is granted a discharge under section 1328, provide written 
notice to such holder and to such State child support enforcement agency of— 

(i) the granting of the discharge; 
(ii) the last recent known address of the debtor; 
(iii) the last recent known name and address of the debtor's employer; and 
(iv) the name of each creditor that holds a claim that— 

(I) is not discharged under paragraph (2) or (4) of section 523(a); or 
(II) was reaffirmed by the debtor under section 524(c). 

(2)(A) The holder of a claim described in subsection (b)(6) or the State child support 
enforcement agency of the State in which such holder resides may request from a creditor 
described in paragraph (1)(C)(iv) the last known address of the debtor. 

(B) Notwithstanding any other provision of law, a creditor that makes a disclosure of a last 
known address of a debtor in connection with a request made under subparagraph (A) shall not 
be liable by reason of making that disclosure. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2645; Pub. L. 98–353, title III, §§314, 525, July 10, 
1984, 98 Stat. 356, 388; Pub. L. 99–554, title II, §§228, 283(w), Oct. 27, 1986, 100 Stat. 
3103, 3118; Pub. L. 103–394, title V, §501(d)(37), Oct. 22, 1994, 108 Stat. 4147; Pub. L. 109–8, 
title II, §219(d), Apr. 20, 2005, 119 Stat. 58; Pub. L. 111–327, §2(a)(39), Dec. 22, 2010, 124 
Stat. 3561.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
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Section 1302 of the House amendment adopts a provision contained in the Senate 
amendment instead of the position taken in the House bill. Sections 1302(d) and (e) are 
modeled on the standing trustee system contained in the House bill with the court assuming 
supervisory functions in districts not under the pilot program. 

SENATE REPORT NO. 95–989 
The principal administrator in a chapter 13 case is the chapter 13 trustee. Experience under 

chapter XIII of the Bankruptcy Act [chapter 13 of former title 11] has shown that the more 
efficient and effective wage earner programs have been conducted by standing chapter XIII 
trustees who exercise a broad range of responsibilities in both the design and the effectuation of 
debtor plans. 

Subsection (a) provides administrative flexibility by permitting the bankruptcy judge to appoint 
an individual from the panel of trustees established pursuant to 28 U.S.C. §604(f) and qualified 
under section 322 of title 11, either to serve as a standing trustee in all chapter 13 cases filed in 
the district or a portion thereof, or to serve in a single case. 

Subsection (b)(1) makes it clear that the chapter 13 trustee is no mere disbursing agent of the 
monies paid to him by the debtor under the plan [section 1322(a)(1)], by imposing upon him 
certain relevant duties of a liquidation trustee prescribed by section 704 of this title. 

Subsection (b)(2) requires the chapter 13 trustee to appear before and be heard by the 
bankruptcy court whenever the value of property secured by a lien or the confirmation or 
modification of a plan after confirmation as provided by sections 1323–1325 is considered by 
the court. 

Subsection (b)(3) requires the chapter 13 trustee to advise and counsel the debtor while 
under chapter 13, except on matters more appropriately left to the attorney for the debtor. The 
chapter 13 trustee must also assist the debtor in performance under the plan by attempting to 
tailor the requirements of the plan to the changing needs and circumstances of the debtor 
during the extension period. 

Subsection (c) imposes on the trustee in a chapter 13 case filed by a debtor engaged in 
business the investigative and reporting duties normally required of a chapter 11 debtor or 
trustee as prescribed by section 1106(a)(3) and (4). 

HOUSE REPORT NO. 95–595 
Subsection (d) gives the trustee an additional duty if the debtor is engaged in business, as 

defined in section 1304. The trustee must perform the duties specified in sections 1106(a)(3) 
and 1106(a)(4), relating to investigation of the debtor. 

REFERENCES IN TEXT 
Chapter XIII of the Bankruptcy Act, referred to in subsec. (b)(3), is chapter XIII of act July 1, 

1898, ch. 541, as added June 22, 1938, ch. 575, §1, 52 Stat. 930, which was classified to 
chapter 13 (§1001 et seq.) of former Title 11. 

Sections 464 and 466 of the Social Security Act, referred to in subsec. (d)(1)(A)(i), are 
classified to sections 664 and 666, respectively, of Title 42, The Public Health and Welfare. 

AMENDMENTS 
2010—Subsec. (b)(1). Pub. L. 111–327 substituted "704(a)(2), 704(a)(3), 704(a)(4), 

704(a)(5), 704(a)(6), 704(a)(7), and 704(a)(9)" for "704(2), 704(3), 704(4), 704(5), 704(6), 
704(7), and 704(9)". 
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2005—Subsec. (b)(6). Pub. L. 109–8, §219(d)(1), added par. (6). 

Subsec. (d). Pub. L. 109–8, §219(d)(2), added subsec. (d). 

1994—Subsec. (b)(3). Pub. L. 103–394 struck out "and" at end. 

1986—Subsec. (a). Pub. L. 99–554, §228(1), amended subsec. (a) generally. Prior to 
amendment, subsec. (a) read as follows: "If the court has appointed an individual under 
subsection (d) of this section to serve as standing trustee in cases under this chapter and if 
such individual qualifies under section 322 of this title, then such individual shall serve as 
trustee in the case. Otherwise, the court shall appoint a person to serve as trustee in the case." 

Subsec. (d). Pub. L. 99–554, §228(2), struck out subsec. (d) which read as follows: "If the 
number of cases under this chapter commenced in a particular judicial district so warrant, the 
court may appoint one or more individuals to serve as standing trustee for such district in cases 
under this chapter." 

Subsec. (e). Pub. L. 99–554, §283(w), which directed the amendment of par. (1) by 
substituting "set for such individual" for "fix" could not be executed in view of the repeal of 
subsec. (e) by section 228(2) of Pub. L. 99–554. See 1984 Amendment note below. 

Pub. L. 99–554, §228(2), struck out subsec. (e) which read as follows: 

"(1) A court that has appointed an individual under subsection (d) of this section to serve as 
standing trustee in cases under this chapter shall set for such individual— 

"(A) a maximum annual compensation, not to exceed the lowest annual rate of basic 
pay in effect for grade GS–16 of the General Schedule prescribed under section 5332 of title 
5; and 

"(B) a percentage fee, not to exceed ten percent, based on such maximum annual 
compensation and the actual, necessary expenses incurred by such individual as standing 
trustee. 

"(2) Such individual shall collect such percentage fee from all payments under plans in the 
cases under this chapter for which such individual serves as standing trustee. Such individual 
shall pay annually to the Treasury— 

"(A) any amount by which the actual compensation received by such individual exceeds 
five percent of all such payments made under plans in cases under this chapter for which 
such individual serves as standing trustee; and 

"(B) any amount by which the percentage fee fixed under paragraph (1)(B) of this 
subsection for all such cases exceeds— 

"(i) such individual's actual compensation for such cases, as adjusted under 
subparagraph (A) of this paragraph; plus 

"(ii) the actual, necessary expenses incurred by such individual as standing trustee 
in such cases." 

1984—Subsec. (b)(1). Pub. L. 98–353, §314(1), substituted "704(7), and 704(9) of this title" 
for "and 704(8) of this title". 

Subsec. (b)(2). Pub. L. 98–353, §314(2), struck out "and" at the end. 

Subsec. (b)(3) to (5). Pub. L. 98–353, §525(a), added par. (3) and redesignated former pars. 
(3) and (4) as (4) and (5), respectively. 
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Pub. L. 98–353, §314(3), (4), substituted "; and" for the period at end of par. (3) and added 
par. (4). 

Subsec. (e)(1). Pub. L. 98–353, §525(b)(1), which directed the amendment of par. (4) by 
substituting "set for such individual" for "fix" was executed to par. (1) as the probable intent of 
Congress. 

Subsec. (e)(1)(A). Pub. L. 98–353, §525(b)(2), struck out "for such individual" after "a 
maximum annual compensation". 

Subsec. (e)(2)(A). Pub. L. 98–353, §525(b)(3), substituted "received by" for "of", and "of all 
such payments made" for "upon all payments". 

§1303. Rights and powers of debtor 
Subject to any limitations on a trustee under this chapter, the debtor shall have, exclusive of 

the trustee, the rights and powers of a trustee under sections 363(b), 363(d), 363(e), 363(f), and 
363(l), of this title. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2646.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 1303 of the House amendment specifies rights and powers that the debtor has 

exclusive of the trustees. The section does not imply that the debtor does not also possess 
other powers concurrently with the trustee. For example, although section 1323 is not specified 
in section 1303, certainly it is intended that the debtor has the power to sue and be sued. 

SENATE REPORT NO. 95–989 
A chapter 13 debtor is vested with the identical rights and powers, and is subject to the same 

limitations in regard to their exercise, as those given a liquidation trustee by virtue of section 
363(b), (d), (e), (f), and (h) of title 11, relating to the sale, use or lease of property. 

§1304. Debtor engaged in business 
(a) A debtor that is self-employed and incurs trade credit in the production of income from 

such employment is engaged in business. 
(b) Unless the court orders otherwise, a debtor engaged in business may operate the 

business of the debtor and, subject to any limitations on a trustee under sections 363(c) and 
364 of this title and to such limitations or conditions as the court prescribes, shall have, 
exclusive of the trustee, the rights and powers of the trustee under such sections. 

(c) A debtor engaged in business shall perform the duties of the trustee specified in section 
704(a)(8) of this title. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2646; Pub. L. 98–353, title III, §§311(b)(2), 526, July 10, 
1984, 98 Stat. 355, 389; Pub. L. 111–327, §2(a)(40), Dec. 22, 2010, 124 Stat. 3562.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 1304(b) of the House amendment adopts the approach taken in the comparable 

section of the Senate amendment as preferable to the position taken in the House bill. 

SENATE REPORT NO. 95–989 
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Increased access to the simpler, speedier, and less expensive debtor relief provisions of 
chapter 13 is accomplished by permitting debtors engaged in business to proceed under 
chapter 13, provided their income is sufficiently stable and regular to permit compliance with a 
chapter 13 plan [section 101(24)] and that the debtor (or the debtor and spouse) do not owe 
liquidated, noncontingent unsecured debts of $50,000, or liquidated, noncontingent secured 
debts of $200,000 (§109(d)). 

Section 1304(a) states that a self-employed individual who incurs trade credit in the 
production of income is a debtor engaged in business. 

Subsection (b) empowers a chapter 13 debtor engaged in business to operate his business, 
subject to the rights, powers and limitations that pertain to a trustee under sections 363(c) and 
364 of title 11, and subject to such further limitations and conditions as the court may prescribe. 

Subsection (c) requires a chapter 13 debtor engaged in business to file with the court certain 
financial statements relating to the operation of the business. 

AMENDMENTS 
2010—Subsec. (c). Pub. L. 111–327 substituted "704(a)(8)" for "704(8)". 

1984—Subsec. (b). Pub. L. 98–353, §526, struck out the comma after "of the debtor". 

Subsec. (c). Pub. L. 98–353, §311(b)(2), substituted "section 704(8)" for "section 704(7)". 

§1305. Filing and allowance of postpetition claims 
(a) A proof of claim may be filed by any entity that holds a claim against the debtor— 

(1) for taxes that become payable to a governmental unit while the case is pending; or 
(2) that is a consumer debt, that arises after the date of the order for relief under this 

chapter, and that is for property or services necessary for the debtor's performance under the 
plan. 
(b) Except as provided in subsection (c) of this section, a claim filed under subsection (a) of 

this section shall be allowed or disallowed under section 502 of this title, but shall be determined 
as of the date such claim arises, and shall be allowed under section 502(a), 502(b), or 502(c) of 
this title, or disallowed under section 502(d) or 502(e) of this title, the same as if such claim had 
arisen before the date of the filing of the petition. 

(c) A claim filed under subsection (a)(2) of this section shall be disallowed if the holder of 
such claim knew or should have known that prior approval by the trustee of the debtor's 
incurring the obligation was practicable and was not obtained. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2647.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 1305(a)(2) of the House amendment modifies similar provisions contained in the 

House and Senate bills by restricting application of the paragraph to a consumer debt. Debts of 
the debtor that are not consumer debts should not be subjected to section 1305(c) or section 
1328(d) of the House amendment. 

Section 1305(b) of the House amendment represents a technical modification of similar 
provisions contained in the House bill and Senate amendment. 

The House amendment deletes section 1305(d) of the Senate amendment as unnecessary. 
Section 502(b)(1) is sufficient to disallow any claim to the extent the claim represents the 
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usurious interest or any other charge forbidden by applicable law. It is anticipated that the Rules 
of Bankruptcy Procedure may require a creditor filing a proof of claim in a case under chapter 
13 to include an affirmative statement as contemplated by section 1305(d) of the Senate 
amendment. 

SENATE REPORT NO. 95–989 
Section 1305, exclusively applicable in chapter 13 cases, supplements the provisions of 

sections 501–511 of title 11, dealing with the filing and allowance of claims. Sections 501–511 
apply in chapter 13 cases by virtue of section 103(a) of this title. Section 1305(a) provides for 
the filing of a proof of claim for taxes and other obligations incurred after the filing of the chapter 
13 case. Subsection (b) prescribes that section 502 of title 11 governs the allowance of section 
1305(a) claims, except that its standards shall be applied as of the date of allowance of the 
claim, rather than the date of filing of the petition. Subsection (c) requires the disallowance of a 
postpetition claim for property or services necessary for the debtor's performance under the 
plan, if the holder of the claim knew or should have known that prior approval by the trustee of 
the debtor's incurring of the obligation was practicable and was not obtained. 

HOUSE REPORT NO. 95–595 
Subsection (a) permits the filing of a proof of a claim against the debtor that is for taxes that 

become payable to a governmental unit while the case is pending, or that arises after the date 
of the filing of the petition for property or services that are necessary for the debtor's 
performance under the plan, such as auto repairs in order that the debtor will be able to get to 
work, or medical bills. The effect of the latter provision, in paragraph (2), is to treat postpetition 
credit extended to a chapter 13 debtor the same as a prepetition claim for purposes of 
allowance, distribution, and so on. 

§1306. Property of the estate 
(a) Property of the estate includes, in addition to the property specified in section 541 of this 

title— 
(1) all property of the kind specified in such section that the debtor acquires after the 

commencement of the case but before the case is closed, dismissed, or converted to a case 
under chapter 7, 11, or 12 of this title, whichever occurs first; and 

(2) earnings from services performed by the debtor after the commencement of the case 
but before the case is closed, dismissed, or converted to a case under chapter 7, 11, or 12 of 
this title, whichever occurs first. 
(b) Except as provided in a confirmed plan or order confirming a plan, the debtor shall remain 

in possession of all property of the estate. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2647; Pub. L. 99–554, title II, §257(u), Oct. 27, 1986, 
100 Stat. 3116.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 1306(a)(2) adopts a provision contained in the Senate amendment in preference to a 

similar provision contained in the House bill. 

SENATE REPORT NO. 95–989 
Section 541 is expressly made applicable to chapter 13 cases by section 103(a). Section 

1306 broadens the definition of property of the estate for chapter 13 purposes to include all 
property acquired and all earnings from services performed by the debtor after the 
commencement of the case. 
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Subsection (b) nullifies the effect of section 521(3), otherwise applicable, by providing that a 
chapter 13 debtor need not surrender possession of property of the estate, unless required by 
the plan or order of confirmation. 

AMENDMENTS 
1986—Subsec. (a). Pub. L. 99–554 inserted reference to chapter 12 in pars. (1) and (2). 

§1307. Conversion or dismissal 
(a) The debtor may convert a case under this chapter to a case under chapter 7 of this title at 

any time. Any waiver of the right to convert under this subsection is unenforceable. 
(b) On request of the debtor at any time, if the case has not been converted under section 

706, 1112, or 1208 of this title, the court shall dismiss a case under this chapter. Any waiver of 
the right to dismiss under this subsection is unenforceable. 

(c) Except as provided in subsection (f) of this section, on request of a party in interest or the 
United States trustee and after notice and a hearing, the court may convert a case under this 
chapter to a case under chapter 7 of this title, or may dismiss a case under this chapter, 
whichever is in the best interests of creditors and the estate, for cause, including— 

(1) unreasonable delay by the debtor that is prejudicial to creditors; 
(2) nonpayment of any fees and charges required under chapter 123 of title 28; 
(3) failure to file a plan timely under section 1321 of this title; 
(4) failure to commence making timely payments under section 1326 of this title; 
(5) denial of confirmation of a plan under section 1325 of this title and denial of a request 

made for additional time for filing another plan or a modification of a plan; 
(6) material default by the debtor with respect to a term of a confirmed plan; 
(7) revocation of the order of confirmation under section 1330 of this title, and denial of 

confirmation of a modified plan under section 1329 of this title; 
(8) termination of a confirmed plan by reason of the occurrence of a condition specified in 

the plan other than completion of payments under the plan; 
(9) only on request of the United States trustee, failure of the debtor to file, within fifteen 

days, or such additional time as the court may allow, after the filing of the petition 
commencing such case, the information required by paragraph (1) of section 521(a); 

(10) only on request of the United States trustee, failure to timely file the information 
required by paragraph (2) of section 521(a); or 

(11) failure of the debtor to pay any domestic support obligation that first becomes payable 
after the date of the filing of the petition. 
(d) Except as provided in subsection (f) of this section, at any time before the confirmation of 

a plan under section 1325 of this title, on request of a party in interest or the United States 
trustee and after notice and a hearing, the court may convert a case under this chapter to a 
case under chapter 11 or 12 of this title. 

(e) Upon the failure of the debtor to file a tax return under section 1308, on request of a party 
in interest or the United States trustee and after notice and a hearing, the court shall dismiss a 
case or convert a case under this chapter to a case under chapter 7 of this title, whichever is in 
the best interest of the creditors and the estate. 

(f) The court may not convert a case under this chapter to a case under chapter 7, 11, or 12 
of this title if the debtor is a farmer, unless the debtor requests such conversion. 

(g) Notwithstanding any other provision of this section, a case may not be converted to a 
case under another chapter of this title unless the debtor may be a debtor under such chapter. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2647; Pub. L. 98–353, title III, §§315, 527, July 10, 
1984, 98 Stat. 356, 389; Pub. L. 99–554, title II, §§229, 257(v), Oct. 27, 1986, 100 Stat. 
3103, 3116; Pub. L. 109–8, title II, §213(7), title VII, §716(c), Apr. 20, 2005, 119 Stat. 
53, 130; Pub. L. 111–327, §2(a)(41), Dec. 22, 2010, 124 Stat. 3562.) 
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HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 1307(a) is derived from the Senate amendment in preference to a comparable 

provision contained in the House bill. 

SENATE REPORT NO. 95–989 
Subsections (a) and (b) confirm, without qualification, the rights of a chapter 13 debtor to 

convert the case to a liquidating bankruptcy case under chapter 7 of title 11, at any time, or to 
have the chapter 13 case dismissed. Waiver of any such right is unenforceable. Subsection (c) 
specifies various conditions for the exercise of the power of the court to convert a chapter 13 
case to one under chapter 7 or to dismiss the case. Subsection (d) deals with the conversion of 
a chapter 13 case to one under chapter 11. Subsection (e) prohibits conversion of the chapter 
13 case filed by a farmer to chapter 7 or 11 except at the request of the debtor. No case is to be 
converted from chapter 13 to any other chapter, unless the debtor is an eligible debtor under the 
new chapter. 

HOUSE REPORT NO. 95–595 
Subsection (f) reinforces section 109 by prohibiting conversion to a chapter under which the 

debtor is not eligible to proceed. 

AMENDMENTS 
2010—Subsec. (c). Pub. L. 111–327, §2(a)(41)(A)(i), substituted "subsection (f)" for 

"subsection (e)" in introductory provisions. 

Subsec. (c)(9), (10). Pub. L. 111–327, §2(a)(41)(A)(ii), (iii), substituted "521(a)" for "521". 

Subsec. (d). Pub. L. 111–327, §2(a)(41)(B), substituted "subsection (f)" for "subsection (e)". 

2005—Subsec. (c)(11). Pub. L. 109–8, §213(7), added par. (11). 

Subsecs. (e) to (g). Pub. L. 109–8, §716(c), added subsec. (e) and redesignated former 
subsecs. (e) and (f) as (f) and (g), respectively. 

1986—Subsec. (b). Pub. L. 99–554, §257(v)(1), inserted reference to section 1208 of this 
title. 

Subsec. (c). Pub. L. 99–554, §229(1)(A), inserted "or the United States trustee" after "party in 
interest" in provisions preceding par. (1). 

Subsec. (c)(9), (10). Pub. L. 99–554, §229(1)(B)–(D), added pars. (9) and (10). 

Subsec. (d). Pub. L. 99–554, §257(v)(2), inserted reference to chapter 12. 

Pub. L. 99–554, §229(2), inserted "or the United States trustee" after "party in interest". 

Subsec. (e). Pub. L. 99–554, §257(v)(3), inserted reference to chapter 12. 

1984—Subsec. (b). Pub. L. 98–353, §527(a), inserted a comma after "time". 

Subsec. (c)(4). Pub. L. 98–353, §315(2), added par. (4). Former par. (4) redesignated (5). 

Subsec. (c)(5). Pub. L. 98–353, §§315(1), 527(b)(1), redesignated former par. (4) as (5) and 
inserted "a request made for" before "additional". Former par. (5) redesignated (6). 
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Subsec. (c)(6). Pub. L. 98–353, §315(1), redesignated former par. (5) as (6). Former par. (6) 
redesignated (7). 

Subsec. (c)(7). Pub. L. 98–353, §§315(1), 527(b)(2), redesignated former par. (6) as (7) and 
substituted "or" for "and". Former par. (7) redesignated (8). 

Subsec. (c)(8). Pub. L. 98–353, §§315(1), 527(b)(3), redesignated former par. (7) as (8) and 
inserted "other than completion of payments under the plan" after "in the plan". 

§1308. Filing of prepetition tax returns 
(a) Not later than the day before the date on which the meeting of the creditors is first 

scheduled to be held under section 341(a), if the debtor was required to file a tax return under 
applicable nonbankruptcy law, the debtor shall file with appropriate tax authorities all tax returns 
for all taxable periods ending during the 4-year period ending on the date of the filing of the 
petition. 

(b)(1) Subject to paragraph (2), if the tax returns required by subsection (a) have not been 
filed by the date on which the meeting of creditors is first scheduled to be held under section 
341(a), the trustee may hold open that meeting for a reasonable period of time to allow the 
debtor an additional period of time to file any unfiled returns, but such additional period of time 
shall not extend beyond— 

(A) for any return that is past due as of the date of the filing of the petition, the date that is 
120 days after the date of that meeting; or 

(B) for any return that is not past due as of the date of the filing of the petition, the later of— 
(i) the date that is 120 days after the date of that meeting; or 
(ii) the date on which the return is due under the last automatic extension of time for 

filing that return to which the debtor is entitled, and for which request is timely made, in 
accordance with applicable nonbankruptcy law. 

(2) After notice and a hearing, and order entered before the tolling of any applicable filing 
period determined under paragraph (1), if the debtor demonstrates by a preponderance of the 
evidence that the failure to file a return as required under paragraph (1) is attributable to 
circumstances beyond the control of the debtor, the court may extend the filing period 
established by the trustee under paragraph (1) for— 

(A) a period of not more than 30 days for returns described in paragraph (1)(A); and 
(B) a period not to extend after the applicable extended due date for a return described in 

paragraph (1)(B). 
(c) For purposes of this section, the term "return" includes a return prepared pursuant to 

subsection (a) or (b) of section 6020 of the Internal Revenue Code of 1986, or a similar State or 
local law, or a written stipulation to a judgment or a final order entered by a nonbankruptcy 
tribunal. 
(Added Pub. L. 109–8, title VII, §716(b)(1), Apr. 20, 2005, 119 Stat. 129; amended Pub. L. 111–
327, §2(a)(42), Dec. 22, 2010, 124 Stat. 3562.) 

REFERENCES IN TEXT 
Section 6020 of the Internal Revenue Code of 1986, referred to in subsec. (c), is classified to 

section 6020 of Title 26, Internal Revenue Code. 

AMENDMENTS 
2010—Subsec. (b)(2). Pub. L. 111–327, §2(a)(42)(C), substituted "paragraph (1)" for "this 

subsection" wherever appearing in introductory provisions. 

Subsec. (b)(2)(A). Pub. L. 111–327, §2(a)(42)(A), substituted "paragraph (1)(A)" for 
"paragraph (1)". 
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Subsec. (b)(2)(B). Pub. L. 111–327, §2(a)(42)(B), substituted "paragraph (1)(B)" for 
"paragraph (2)". 

SUBCHAPTER II—THE PLAN 
§1321. Filing of plan 

The debtor shall file a plan. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2648.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 
Chapter 13 contemplates the filing of a plan only by the debtor. 

§1322. Contents of plan 
(a) The plan— 

(1) shall provide for the submission of all or such portion of future earnings or other future 
income of the debtor to the supervision and control of the trustee as is necessary for the 
execution of the plan; 

(2) shall provide for the full payment, in deferred cash payments, of all claims entitled to 
priority under section 507 of this title, unless the holder of a particular claim agrees to a 
different treatment of such claim; 

(3) if the plan classifies claims, shall provide the same treatment for each claim within a 
particular class; and 

(4) notwithstanding any other provision of this section, may provide for less than full 
payment of all amounts owed for a claim entitled to priority under section 507(a)(1)(B) only if 
the plan provides that all of the debtor's projected disposable income for a 5-year period 
beginning on the date that the first payment is due under the plan will be applied to make 
payments under the plan. 
(b) Subject to subsections (a) and (c) of this section, the plan may— 

(1) designate a class or classes of unsecured claims, as provided in section 1122 of this 
title, but may not discriminate unfairly against any class so designated; however, such plan 
may treat claims for a consumer debt of the debtor if an individual is liable on such consumer 
debt with the debtor differently than other unsecured claims; 

(2) modify the rights of holders of secured claims, other than a claim secured only by a 
security interest in real property that is the debtor's principal residence, or of holders of 
unsecured claims, or leave unaffected the rights of holders of any class of claims; 

(3) provide for the curing or waiving of any default; 
(4) provide for payments on any unsecured claim to be made concurrently with payments 

on any secured claim or any other unsecured claim; 
(5) notwithstanding paragraph (2) of this subsection, provide for the curing of any default 

within a reasonable time and maintenance of payments while the case is pending on any 
unsecured claim or secured claim on which the last payment is due after the date on which 
the final payment under the plan is due; 

(6) provide for the payment of all or any part of any claim allowed under section 1305 of 
this title; 

(7) subject to section 365 of this title, provide for the assumption, rejection, or assignment 
of any executory contract or unexpired lease of the debtor not previously rejected under such 
section; 
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(8) provide for the payment of all or part of a claim against the debtor from property of the 
estate or property of the debtor; 

(9) provide for the vesting of property of the estate, on confirmation of the plan or at a later 
time, in the debtor or in any other entity; 

(10) provide for the payment of interest accruing after the date of the filing of the petition on 
unsecured claims that are nondischargeable under section 1328(a), except that such interest 
may be paid only to the extent that the debtor has disposable income available to pay such 
interest after making provision for full payment of all allowed claims; and 

(11) include any other appropriate provision not inconsistent with this title. 
(c) Notwithstanding subsection (b)(2) and applicable nonbankruptcy law— 

(1) a default with respect to, or that gave rise to, a lien on the debtor's principal residence 
may be cured under paragraph (3) or (5) of subsection (b) until such residence is sold at a 
foreclosure sale that is conducted in accordance with applicable nonbankruptcy law; and 

(2) in a case in which the last payment on the original payment schedule for a claim 
secured only by a security interest in real property that is the debtor's principal residence is 
due before the date on which the final payment under the plan is due, the plan may provide 
for the payment of the claim as modified pursuant to section 1325(a)(5) of this title. 
(d)(1) If the current monthly income of the debtor and the debtor's spouse combined, when 

multiplied by 12, is not less than— 
(A) in the case of a debtor in a household of 1 person, the median family income of the 

applicable State for 1 earner; 
(B) in the case of a debtor in a household of 2, 3, or 4 individuals, the highest median 

family income of the applicable State for a family of the same number or fewer individuals; or 
(C) in the case of a debtor in a household exceeding 4 individuals, the highest median 

family income of the applicable State for a family of 4 or fewer individuals, plus $525 1 per 
month for each individual in excess of 4, 
the plan may not provide for payments over a period that is longer than 5 years. 
(2) If the current monthly income of the debtor and the debtor's spouse combined, when 

multiplied by 12, is less than— 
(A) in the case of a debtor in a household of 1 person, the median family income of the 

applicable State for 1 earner; 
(B) in the case of a debtor in a household of 2, 3, or 4 individuals, the highest median 

family income of the applicable State for a family of the same number or fewer individuals; or 
(C) in the case of a debtor in a household exceeding 4 individuals, the highest median 

family income of the applicable State for a family of 4 or fewer individuals, plus $525 1 per 
month for each individual in excess of 4, 
the plan may not provide for payments over a period that is longer than 3 years, unless the 

court, for cause, approves a longer period, but the court may not approve a period that is longer 
than 5 years. 

(e) Notwithstanding subsection (b)(2) of this section and sections 506(b) and 1325(a)(5) of 
this title, if it is proposed in a plan to cure a default, the amount necessary to cure the default, 
shall be determined in accordance with the underlying agreement and applicable nonbankruptcy 
law. 

(f) A plan may not materially alter the terms of a loan described in section 362(b)(19) and any 
amounts required to repay such loan shall not constitute "disposable income" under section 
1325. 
(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2648; Pub. L. 98–353, title III, §§316, 528, July 10, 
1984, 98 Stat. 356, 389; Pub. L. 103–394, title III, §§301, 305(c), Oct. 22, 1994, 108 Stat. 
4131, 4134; Pub. L. 109–8, title II, §§213(8), (9), 224(d), title III, §318(1), Apr. 20, 2005, 119 
Stat. 53, 65, 93; Pub. L. 111–327, §2(a)(43), Dec. 22, 2010, 124 Stat. 3562.) 

EXTRACT



547 
 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 
Section 1322(b)(2) of the House amendment represents a compromise agreement between 

similar provisions in the House bill and Senate amendment. Under the House amendment, the 
plan may modify the rights of holders of secured claims other than a claim secured by a security 
interest in real property that is the debtor's principal residence. It is intended that a claim 
secured by the debtor's principal residence may be treated with under section 1322(b)(5) of the 
House amendment. 

Section 1322(c) adopts a 5-year period derived from the House bill in preference to a 4-year 
period contained in the Senate amendment. A conforming change is made in section 1329(c) 
adopting the provision in the House bill in preference to a comparable provision in the Senate 
amendment. 

Tax payments in wage earner plans: The House bill provided that a wage earner plan had to 
provide that all priority claims would be paid in full. The Senate amendment contained a special 
rule in section 1325(c) requiring that Federal tax claims must be paid in cash, but that such tax 
claims can be paid in deferred cash installments under the general rules applicable to the 
payment of debts in a wage earner plan, unless the Internal Revenue Service negotiates with 
the debtor for some different medium or time for payment of the tax liability. 

The House bill adopts the substance of the Senate amendment rule under section 1322(a)(2) 
of the House amendment. A wage earner plan must provide for full payment in deferred cash 
payments, of all priority claims, unless the holder of a particular claim agrees with a different 
treatment of such claim. 

SENATE REPORT NO. 95–989 
Chapter 13 is designed to serve as a flexible vehicle for the repayment of part or all of the 

allowed claims of the debtor. Section 1322 emphasizes that purpose by fixing a minimum of 
mandatory plan provisions. 

Subsection (a) requires that the plan submit whatever portion of the future income of the 
debtor is necessary to implement the plan to the control of the trustee, mandates payment in full 
of all section 507 priority claims, and requires identical treatment for all claims of a particular 
class. 

Subsection (b) permits a chapter 13 plan to (1) divide unsecured claims not entitled to priority 
under section 507 into classes in the manner authorized for chapter 11 claims; (2) modify the 
rights of holders of secured and unsecured claims, except claims wholly secured by real estate 
mortgages; (3) cure or waive any default; (4) propose payments on unsecured claims 
concurrently with payments on any secured claim or any other class of unsecured claims; (5) 
provide for curing any default on any secured or unsecured claim on which the final payment is 
due after the proposed final payment under the plan; (6) provide for payment of any allowed 
postpetition claim; (7) assume or reject any previously unrejected executory contract or 
unexpired lease of the debtor; (8) propose the payment of all or any part of any claim from 
property of the estate or of the debtor; (9) provide for the vesting of property of the estate; and 
(10) include any other provision not inconsistent with other provisions of title 11. 

Subsection (c) limits the payment period under the plan to 3 years, except that a 4–year 
payment period may be permitted by the court. 

AMENDMENTS 
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2010—Subsec. (a). Pub. L. 111–327, §2(a)(43)(A), struck out "shall" after "plan" in 
introductory provisions. 

Subsec. (a)(1) to (3). Pub. L. 111–327, §2(a)(43)(B)–(D), inserted "shall" before "provide". 

Subsec. (a)(4). Pub. L. 111–327, §2(a)(43)(E), struck out "a plan" before "may provide". 

2005—Subsec. (a)(4). Pub. L. 109–8, §213(8), added par. (4). 

Subsec. (b)(10), (11). Pub. L. 109–8, §213(9), added par. (10) and redesignated former par. 
(10) as (11). 

Subsec. (d). Pub. L. 109–8, §318(1), amended subsec. (d) generally. Prior to amendment, 
subsec. (d) read as follows: "The plan may not provide for payments over a period that is longer 
than three years, unless the court, for cause, approves a longer period, but the court may not 
approve a period that is longer than five years." 

Subsec. (f). Pub. L. 109–8, §224(d), added subsec. (f). 

1994—Subsecs. (c), (d). Pub. L. 103–394, §301, added subsec. (c) and redesignated former 
subsec. (c) as (d). 

Subsec. (e). Pub. L. 103–394, §305(c), added subsec. (e). 

1984—Subsec. (a)(2). Pub. L. 98–353, §528(a), inserted a comma after "payments". 

Subsec. (b)(1). Pub. L. 98–353, §316, inserted "; however, such plan may treat claims for a 
consumer debt of the debtor if an individual is liable on such consumer debt with the debtor 
differently than other unsecured claims". 

Subsec. (b)(2). Pub. L. 98–353, §528(b)(1), inserted ", or leave unaffected the rights of the 
holders of any class of claims". 

Subsec. (b)(4). Pub. L. 98–353, §528(b)(2), inserted "other" after "claim or any". 

Subsec. (b)(7). Pub. L. 98–353, §528(b)(3), inserted "subject to section 365 of this title," 
before "provide", substituted ", rejection, or assignment" for "or rejection", and substituted 
"under such section" for "under section 365 of this title". 

Subsec. (b)(8). Pub. L. 98–353, §528(b)(4), struck out "any" before "part of a claim". 

ADJUSTMENT OF DOLLAR AMOUNTS 
The dollar amounts specified in this section were adjusted by notices of the Judicial 

Conference of the United States pursuant to section 104 of this title as follows: 

By notice dated Feb. 5, 2019, 84 F.R. 3488, effective Apr. 1, 2019, in subsec. (d), dollar 
amount "700" was adjusted to "750" each time it appeared. See notice of the Judicial 
Conference of the United States set out as a note under section 104 of this title. 

By notice dated Feb. 16, 2016, 81 F.R. 8748, effective Apr. 1, 2016, in subsec. (d), dollar 
amount "675" was adjusted to "700" each time it appeared. 

By notice dated Feb. 12, 2013, 78 F.R. 12089, effective Apr. 1, 2013, in subsec. (d), dollar 
amount "625" was adjusted to "675" each time it appeared. 

By notice dated Feb. 19, 2010, 75 F.R. 8747, effective Apr. 1, 2010, in subsec. (d)(1)(C), 
(2)(C), dollar amount "575" was adjusted to "625". 
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CHAPTER 15—ANCILLARY AND OTHER CROSS-BORDER CASES 
Sec. 
1501. Purpose and scope of application. 

         

SUBCHAPTER I—GENERAL PROVISIONS 
1502. Definitions. 
1503. International obligations of the United States. 
1504. Commencement of ancillary case. 
1505. Authorization to act in a foreign country. 
1506. Public policy exception. 
1507. Additional assistance. 
1508. Interpretation. 

         

SUBCHAPTER II—ACCESS OF FOREIGN REPRESENTATIVES AND CREDITORS TO THE 
COURT 

1509. Right of direct access. 
1510. Limited jurisdiction. 
1511. Commencement of case under section 301 or 303.1 

         
1512. Participation of a foreign representative in a case under this title. 
1513. Access of foreign creditors to a case under this title. 
1514. Notification to foreign creditors concerning a case under this title. 

         

SUBCHAPTER III—RECOGNITION OF A FOREIGN PROCEEDING AND RELIEF 
1515. Application for recognition. 
1516. Presumptions concerning recognition. 
1517. Order granting recognition. 
1518. Subsequent information. 
1519. Relief that may be granted upon filing petition for recognition. 
1520. Effects of recognition of a foreign main proceeding. 
1521. Relief that may be granted upon recognition. 
1522. Protection of creditors and other interested persons. 
1523. Actions to avoid acts detrimental to creditors. 
1524. Intervention by a foreign representative. 

         

SUBCHAPTER IV—COOPERATION WITH FOREIGN COURTS AND FOREIGN 
REPRESENTATIVES 

1525. Cooperation and direct communication between the court and foreign courts or foreign   
representatives. 
1526.Cooperation and direct communication between the trustee and foreign courts or foreign 
representatives. 
1527. Forms of cooperation. 

         

SUBCHAPTER V—CONCURRENT PROCEEDINGS 
1528. Commencement of a case under this title after recognition of a foreign main proceeding. 
1529. Coordination of a case under this title and a foreign proceeding. 
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1530. Coordination of more than 1 foreign proceeding. 
1531. Presumption of insolvency based on recognition of a foreign main proceeding. 
1532. Rule of payment in concurrent proceedings. 

         

PRIOR PROVISIONS 
A prior chapter 15, consisting of sections 1501 to 151326, related to a pilot program for a 

United States trustee system, prior to repeal by Pub. L. 99–554, title II, §231, Oct. 27, 1986, 100 
Stat. 3103. 

1 So in original. Section catchline amended by Pub. L. 111–327 without corresponding 
amendment of chapter analysis. 

§1501. Purpose and scope of application 
(a) The purpose of this chapter is to incorporate the Model Law on Cross-Border Insolvency 

so as to provide effective mechanisms for dealing with cases of cross-border insolvency with the 
objectives of— 

(1) cooperation between— 
(A) courts of the United States, United States trustees, trustees, examiners, debtors, and 

debtors in possession; and 
(B) the courts and other competent authorities of foreign countries involved in cross-

border insolvency cases; 
(2) greater legal certainty for trade and investment; 
(3) fair and efficient administration of cross-border insolvencies that protects the interests 

of all creditors, and other interested entities, including the debtor; 
(4) protection and maximization of the value of the debtor's assets; and 
(5) facilitation of the rescue of financially troubled businesses, thereby protecting 

investment and preserving employment. 
(b) This chapter applies where— 

(1) assistance is sought in the United States by a foreign court or a foreign representative 
in connection with a foreign proceeding; 

(2) assistance is sought in a foreign country in connection with a case under this title; 
(3) a foreign proceeding and a case under this title with respect to the same debtor are 

pending concurrently; or 
(4) creditors or other interested persons in a foreign country have an interest in requesting 

the commencement of, or participating in, a case or proceeding under this title. 
(c) This chapter does not apply to— 

(1) a proceeding concerning an entity, other than a foreign insurance company, identified 
by exclusion in section 109(b); 

(2) an individual, or to an individual and such individual's spouse, who have debts within 
the limits specified in section 109(e) and who are citizens of the United States or aliens 
lawfully admitted for permanent residence in the United States; or 

(3) an entity subject to a proceeding under the Securities Investor Protection Act of 1970, a 
stockbroker subject to subchapter III of chapter 7 of this title, or a commodity broker subject 
to subchapter IV of chapter 7 of this title. 
(d) The court may not grant relief under this chapter with respect to any deposit, escrow, trust 

fund, or other security required or permitted under any applicable State insurance law or 
regulation for the benefit of claim holders in the United States. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 135.) 
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REFERENCES IN TEXT 
The Securities Investor Protection Act of 1970, referred to in subsec. (c)(3), is Pub. L. 91–

598, Dec. 30, 1970, 84 Stat. 1636, as amended, which is classified generally to chapter 2B–1 
(§78aaa et seq.) of Title 15, Commerce and Trade. For complete classification of this Act to the 
Code, see section 78aaa of Title 15 and Tables. 

SUBCHAPTER I—GENERAL PROVISIONS 
§1502. Definitions 

For the purposes of this chapter, the term— 
(1) "debtor" means an entity that is the subject of a foreign proceeding; 
(2) "establishment" means any place of operations where the debtor carries out a 

nontransitory economic activity; 
(3) "foreign court" means a judicial or other authority competent to control or supervise a 

foreign proceeding; 
(4) "foreign main proceeding" means a foreign proceeding pending in the country where 

the debtor has the center of its main interests; 
(5) "foreign nonmain proceeding" means a foreign proceeding, other than a foreign main 

proceeding, pending in a country where the debtor has an establishment; 
(6) "trustee" includes a trustee, a debtor in possession in a case under any chapter of this 

title, or a debtor under chapter 9 of this title; 
(7) "recognition" means the entry of an order granting recognition of a foreign main 

proceeding or foreign nonmain proceeding under this chapter; and 
(8) "within the territorial jurisdiction of the United States", when used with reference to 

property of a debtor, refers to tangible property located within the territory of the United States 
and intangible property deemed under applicable nonbankruptcy law to be located within that 
territory, including any property subject to attachment or garnishment that may properly be 
seized or garnished by an action in a Federal or State court in the United States. 

(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 135.) 

§1503. International obligations of the United States 
To the extent that this chapter conflicts with an obligation of the United States arising out of 

any treaty or other form of agreement to which it is a party with one or more other countries, the 
requirements of the treaty or agreement prevail. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 136.) 

   

§1504. Commencement of ancillary case 
A case under this chapter is commenced by the filing of a petition for recognition of a foreign 

proceeding under section 1515. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 136.) 

§1505. Authorization to act in a foreign country 
A trustee or another entity (including an examiner) may be authorized by the court to act in a 

foreign country on behalf of an estate created under section 541. An entity authorized to act 
under this section may act in any way permitted by the applicable foreign law. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 136.) 
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§1506. Public policy exception 
Nothing in this chapter prevents the court from refusing to take an action governed by this 

chapter if the action would be manifestly contrary to the public policy of the United States. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 136.) 

§1507. Additional assistance 
(a) Subject to the specific limitations stated elsewhere in this chapter the court, if recognition 

is granted, may provide additional assistance to a foreign representative under this title or under 
other laws of the United States. 

(b) In determining whether to provide additional assistance under this title or under other laws 
of the United States, the court shall consider whether such additional assistance, consistent with 
the principles of comity, will reasonably assure— 

(1) just treatment of all holders of claims against or interests in the debtor's property; 
(2) protection of claim holders in the United States against prejudice and inconvenience in 

the processing of claims in such foreign proceeding; 
(3) prevention of preferential or fraudulent dispositions of property of the debtor; 
(4) distribution of proceeds of the debtor's property substantially in accordance with the 

order prescribed by this title; and 
(5) if appropriate, the provision of an opportunity for a fresh start for the individual that such 

foreign proceeding concerns. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 136.) 

§1508. Interpretation 
In interpreting this chapter, the court shall consider its international origin, and the need to 

promote an application of this chapter that is consistent with the application of similar statutes 
adopted by foreign jurisdictions. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 137.) 

SUBCHAPTER II—ACCESS OF FOREIGN REPRESENTATIVES AND 
CREDITORS TO THE COURT 

§1509. Right of direct access 
(a) A foreign representative may commence a case under section 1504 by filing directly with 

the court a petition for recognition of a foreign proceeding under section 1515. 
(b) If the court grants recognition under section 1517, and subject to any limitations that the 

court may impose consistent with the policy of this chapter— 
(1) the foreign representative has the capacity to sue and be sued in a court in the United 

States; 
(2) the foreign representative may apply directly to a court in the United States for 

appropriate relief in that court; and 
(3) a court in the United States shall grant comity or cooperation to the foreign 

representative. 
(c) A request for comity or cooperation by a foreign representative in a court in the United 

States other than the court which granted recognition shall be accompanied by a certified copy 
of an order granting recognition under section 1517. 
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(d) If the court denies recognition under this chapter, the court may issue any appropriate 
order necessary to prevent the foreign representative from obtaining comity or cooperation from 
courts in the United States. 

(e) Whether or not the court grants recognition, and subject to sections 306 and 1510, a 
foreign representative is subject to applicable nonbankruptcy law. 

(f) Notwithstanding any other provision of this section, the failure of a foreign representative 
to commence a case or to obtain recognition under this chapter does not affect any right the 
foreign representative may have to sue in a court in the United States to collect or recover a 
claim which is the property of the debtor. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 137.) 

§1510. Limited jurisdiction 
The sole fact that a foreign representative files a petition under section 1515 does not subject 

the foreign representative to the jurisdiction of any court in the United States for any other 
purpose. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 138.) 

§1511. Commencement of case under section 301, 302, or 303 
(a) Upon recognition, a foreign representative may commence— 

(1) an involuntary case under section 303; or 
(2) a voluntary case under section 301 or 302, if the foreign proceeding is a foreign main 

proceeding. 
(b) The petition commencing a case under subsection (a) must be accompanied by a certified 

copy of an order granting recognition. The court where the petition for recognition has been filed 
must be advised of the foreign representative's intent to commence a case under subsection (a) 
prior to such commencement. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 138; amended Pub. L. 111–
327, §2(a)(45), Dec. 22, 2010, 124 Stat. 3562.) 

AMENDMENTS 
2010—Pub. L. 111–327 inserted ", 302," after "301" in section catchline. 

§1512. Participation of a foreign representative in a case under this title 
Upon recognition of a foreign proceeding, the foreign representative in the recognized 

proceeding is entitled to participate as a party in interest in a case regarding the debtor under 
this title. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 138.) 

§1513. Access of foreign creditors to a case under this title 
(a) Foreign creditors have the same rights regarding the commencement of, and participation 

in, a case under this title as domestic creditors. 
(b)(1) Subsection (a) does not change or codify present law as to the priority of claims under 

section 507 or 726, except that the claim of a foreign creditor under those sections shall not be 
given a lower priority than that of general unsecured claims without priority solely because the 
holder of such claim is a foreign creditor. 

(2)(A) Subsection (a) and paragraph (1) do not change or codify present law as to the 
allowability of foreign revenue claims or other foreign public law claims in a proceeding under 
this title. 
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(B) Allowance and priority as to a foreign tax claim or other foreign public law claim shall be 
governed by any applicable tax treaty of the United States, under the conditions and 
circumstances specified therein. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 138.) 

§1514. Notification to foreign creditors concerning a case under this title 
(a) Whenever in a case under this title notice is to be given to creditors generally or to any 

class or category of creditors, such notice shall also be given to the known creditors generally, 
or to creditors in the notified class or category, that do not have addresses in the United States. 
The court may order that appropriate steps be taken with a view to notifying any creditor whose 
address is not yet known. 

(b) Such notification to creditors with foreign addresses described in subsection (a) shall be 
given individually, unless the court considers that, under the circumstances, some other form of 
notification would be more appropriate. No letter or other formality is required. 

(c) When a notification of commencement of a case is to be given to foreign creditors, such 
notification shall— 

(1) indicate the time period for filing proofs of claim and specify the place for filing such 
proofs of claim; 

(2) indicate whether secured creditors need to file proofs of claim; and 
(3) contain any other information required to be included in such notification to creditors 

under this title and the orders of the court. 
(d) Any rule of procedure or order of the court as to notice or the filing of a proof of claim shall 

provide such additional time to creditors with foreign addresses as is reasonable under the 
circumstances. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 138.) 
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SUBCHAPTER III—RECOGNITION OF A FOREIGN PROCEEDING AND 
RELIEF 

§1515. Application for recognition 
(a) A foreign representative applies to the court for recognition of a foreign proceeding in 

which the foreign representative has been appointed by filing a petition for recognition. 
(b) A petition for recognition shall be accompanied by— 

(1) a certified copy of the decision commencing such foreign proceeding and appointing the 
foreign representative; 

(2) a certificate from the foreign court affirming the existence of such foreign proceeding 
and of the appointment of the foreign representative; or 

(3) in the absence of evidence referred to in paragraphs (1) and (2), any other evidence 
acceptable to the court of the existence of such foreign proceeding and of the appointment of 
the foreign representative. 
(c) A petition for recognition shall also be accompanied by a statement identifying all foreign 

proceedings with respect to the debtor that are known to the foreign representative. 
(d) The documents referred to in paragraphs (1) and (2) of subsection (b) shall be translated 

into English. The court may require a translation into English of additional documents. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 139.) 

§1516. Presumptions concerning recognition 
(a) If the decision or certificate referred to in section 1515(b) indicates that the foreign 

proceeding is a foreign proceeding and that the person or body is a foreign representative, the 
court is entitled to so presume. 

(b) The court is entitled to presume that documents submitted in support of the petition for 
recognition are authentic, whether or not they have been legalized. 

(c) In the absence of evidence to the contrary, the debtor's registered office, or habitual 
residence in the case of an individual, is presumed to be the center of the debtor's main 
interests. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 139.) 

§1517. Order granting recognition 
(a) Subject to section 1506, after notice and a hearing, an order recognizing a foreign 

proceeding shall be entered if— 
(1) such foreign proceeding for which recognition is sought is a foreign main proceeding or 

foreign nonmain proceeding within the meaning of section 1502; 
(2) the foreign representative applying for recognition is a person or body; and 
(3) the petition meets the requirements of section 1515. 

(b) Such foreign proceeding shall be recognized— 
(1) as a foreign main proceeding if it is pending in the country where the debtor has the 

center of its main interests; or 
(2) as a foreign nonmain proceeding if the debtor has an establishment within the meaning 

of section 1502 in the foreign country where the proceeding is pending. 
(c) A petition for recognition of a foreign proceeding shall be decided upon at the earliest 

possible time. Entry of an order recognizing a foreign proceeding constitutes recognition under 
this chapter. 

(d) The provisions of this subchapter do not prevent modification or termination of recognition 
if it is shown that the grounds for granting it were fully or partially lacking or have ceased to 
exist, but in considering such action the court shall give due weight to possible prejudice to 
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parties that have relied upon the order granting recognition. A case under this chapter may be 
closed in the manner prescribed under section 350. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 139.) 

 

§1518. Subsequent information 
From the time of filing the petition for recognition of a foreign proceeding, the foreign 

representative shall file with the court promptly a notice of change of status concerning— 
(1) any substantial change in the status of such foreign proceeding or the status of the 

foreign representative's appointment; and 
(2) any other foreign proceeding regarding the debtor that becomes known to the foreign 

representative. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 140.) 

§1519. Relief that may be granted upon filing petition for recognition 
(a) From the time of filing a petition for recognition until the court rules on the petition, the 

court may, at the request of the foreign representative, where relief is urgently needed to protect 
the assets of the debtor or the interests of the creditors, grant relief of a provisional nature, 
including— 

(1) staying execution against the debtor's assets; 
(2) entrusting the administration or realization of all or part of the debtor's assets located in 

the United States to the foreign representative or another person authorized by the court, 
including an examiner, in order to protect and preserve the value of assets that, by their 
nature or because of other circumstances, are perishable, susceptible to devaluation or 
otherwise in jeopardy; and 

(3) any relief referred to in paragraph (3), (4), or (7) of section 1521(a). 
(b) Unless extended under section 1521(a)(6), the relief granted under this section terminates 

when the petition for recognition is granted. 
(c) It is a ground for denial of relief under this section that such relief would interfere with the 

administration of a foreign main proceeding. 
(d) The court may not enjoin a police or regulatory act of a governmental unit, including a 

criminal action or proceeding, under this section. 
(e) The standards, procedures, and limitations applicable to an injunction shall apply to relief 

under this section. 
(f) The exercise of rights not subject to the stay arising under section 362(a) pursuant to 

paragraph (6), (7), (17), or (27) of section 362(b) or pursuant to section 362(o) shall not be 
stayed by any order of a court or administrative agency in any proceeding under this chapter. 
(Added Pub. L. 109–8, title VIII, §801(a), Apr. 20, 2005, 119 Stat. 140; amended Pub. L. 111–
327, §2(a)(46), Dec. 22, 2010, 124 Stat. 3562.) 

AMENDMENTS 
2010—Subsec. (f). Pub. L. 111–327 substituted "362(o)" for "362(n)". 

§1520. Effects of recognition of a foreign main proceeding 
(a) Upon recognition of a foreign proceeding that is a foreign main proceeding— 

(1) sections 361 and 362 apply with respect to the debtor and the property of the debtor 
that is within the territorial jurisdiction of the United States; 
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