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THE WHITE· HOUSE 

W.-\SHINGT0:-1 

October 30, 1975 

Dear Congressman: 

Enclosed is a copy of the President's legis­
lative proposal to amend the Bankruptcy Act. 
to add a new chapter thereto providing for 
the adjustment of the debts of major muni­
cipalities. 

Your co-sponsorship and support of this 
Presidential initiative would be appreciated. 

'·- . .,_ 

Digitized from Box 2 of the Loen and Leppert Files at the Gerald R. Ford Presidential Library
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A BILL 

To anend the Bar1.kruptcy Act to add a nav chapter theret:> providing 

for the adjust:m2rit of the debts of major municipalities. 

Be it enacted by the Senate and House of Feoresentatives of 

the United Stai:es of Arrerica in Congress asserrbled, 'Ihat the 

Bar..Y..r.JPtcy Act of 1893 (30 Stat. 544), as arrenCLoel, is hereby arrend...~ 

to add a rew Chapter XVI thereto reading as fol1avs: 

CflAP'IER XVI - lfilUS'IMENT OF· INDEBTEINESSFS 

OF MAJOR MUNICIPALITIES 

JURISDICTION Ai.'ID RESERVATION OF PCYtlEFS 

SEC. _ 801. {a) This Act and proa=ed.L11gs thereunder are foUI'!d and 

declared to re within the subject of bankruptcies and, in addition to 

the jurisdiction otherwise exercised, courts of banJc:uptcy shall 

exercise original jurisdiction as provided in this cifapter for the 

c:::irrposition or e..xtension of the debts of certain public agencies or 
/ 

" ir.strum:=ntalities or political sul::xiivisions. '!he court in 'tJhich the 

peti.,tion is filed in accordance with Subsection 804{c) shall exercise 
-:-/-:-. ""~ . 

excl~i ve ju....-risdicticn for the adjustrrent of peti tioner'.s debts a..1d, 
.. 

for purposes of this c.."'lapte.r, shall have exclusive jurisdiction of 

petitioner and its property, wherever located. 

{b) Nothing contained in this chapter shall be construed. to 

limit or inpair the p:::NJer of any State to control by legislation 

,. 

'' ' ., 
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or other,.;ise, any public agency or instrurrentality or r:olitical 

subdivision of the State in the exercise of its political or 

governrrental pcwers, including exp=>Jldi ture therefor; Provided, 

r.cMever, that no State law prescribing a rrethod of a::np::>si tion of 

indebtedness of such agencies shall be binding upon arry creditor 

who dces not cnnsent to such c::a:qx:>sition, and no judgrrent shall be 

entered under such State law which woulC: bind a creditor to such 

ccmposition without his cnnsent~ 

IEFINITIONS 

SEC. 802. The words and phrases used in th.is chapter have the 

follo,ying tn2anings tmless they are inronsistent with the context • 

• 

. (1) 'Ihe tenn "attorney" rreans an attorney licensed to 

practice law bY any State and includes a law 

partnership • 

... "(2) 'Ihe term "claim" rreans a derP.and for perfo:rmance of an 

obligation to pay rroney, whether matured .or unmatured • 
.,,.. ..... 
'"'.~/ (3) The tenn "carposition" rreans a plan for pa:yrrent of less 

than the full ai-rount of debts provided for by the plan, 
/ 

with or without the extension ot tine for payment of 

such debts. · 

(4) 'Ihe tenn "court" rreans United States District Court 

sitting in bankruptcy, and the tentlS "clerk" and "judge" 
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(b) Any public agency or iJ1strurrentality or :political sub-

division subordinate to such municipality or whose resp:)nsibilities 

are restricted to the geographical JJmits thereof, including incor-

p:>rated authoritie5, oorrrnissions and districts, for whose debts 

sum municipality is not otherwise liable, is eligible for relief 

as a separate petitioner in the sarre proceedi.rig in which such 

nu.n;ri.cipaLi. ty seeks relief tmder this c.~ if such age.'1cy, instru­

rrentali ty or st:bdivision is not prohibited frcm filing a petition by 

applicable State law. 

PETITION; PROPCSED PI.AN' A.'ID STATEMENT OF 

REVENUES AND EXPENDITURES: FILING 

SEC. 804. (a) Any entity eligible for relief under Section 

803 may file a voluntary petition under this chapter. The petition 

shall ~tate that the petitioner is eligible to file a petition, 

that the petitioner is insolvent or unable to pay its debts as they 

ma.tUre and that it desires to effect a plan of c:orrposition or 
• 

e>.t.rnsion of its debts. 'Ih.e petitioner shall file with its petition 
--:/.-_. 

l.iSts_of clairrs outstanding and of persons who niay be adversely 

affected by the pl.an, as set forth in Section 809. 

(b) A peti ti.on shall be insufficient to invoke the jurisdiction 

of t.,e rourt unless it is accarpanied by (1) a good faith plan of 
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00rrposition or extension of debts which petitioner certifies is in 

its vie.v fair, equitable, feasible, and not tmfairly discriminatory 

in favor of . any creditor or class of creditors and ( 2) a staterrient 

of petitioner's current and projected revenues and expenditures 

adequate to establish that the budget of petitioner will be in 

balance within a reasonable tirre after adoption of the plan. 

(c) The petition shall be filed with the court in whose 

territorial jurisdiction the muni~pality or the major part thereof 

is located, and shall be accarpanied by pa:ynent to the clerk of a 

filing fee of $100, which shall be in lieu of the fee required to 

. be o.:>llected by the clerk under other applicable chapters of this 

title' as" arrenaea. 

STAY 9F PR:>CEEDINGS 

SF.C. 805. (a) A petition filed under Section 804 shall operate 

as a stay of the cornrencerrent or the continuation of any court or 
/ 

otheJ: proceeding against the petitioner, its property or any officer 

or inhabitant of 'the petitioner, whic.'1 seeks to enforce any claim . . ....: .. ~'. 
against the petitiorer; as a stay of any act or the camenc:errent or 

,,..• .. 

continuation of any court proceeding to enforce any lien on taxes 

or assessments, or to reach arry property of the petitioner; and as 

a stay of the application of any set-off or enforcerrent of any 

\. ·.: 

\. 
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om.mterclaim relating to any cxmtract, debt or obligation of the 

petitioner. 

(b) Except as it rray be tenrJnated, armulled, rrcdified, or 

o:mditioned by the court lIDCer Subsection (c} of. th.is Section, the 

stay provided by Subsection (a} of this Section shall cxmtinue t:mtil 

the case. is closed or dismissed or the property subject to the lien 

is, with the approval of the rourt, abandoned or transferred. 

(c) On the filing of a notion seek.mg relief from a stay 

provided by Subsection (a} of this Section, ·the rourt shall set a 

hearing for the earliest possible date. 'lhe rourt may, for cause 

shown, terminate, annul, nodi.£y or .rondition such stay. 

(d) 'Ille o:mrencerrent or continuation of a:ey act or proo:eding 

other than described in Subsection (a} of thls Section may be stayed, . . 

restrained, or enjoined pursuant to Rule 65 of the Federal Rules of 

Civil Procedure, except that a temporary restraining order or prelimi­
r 

nary ?-njunction may be issued without con:pliance with subdivis~on (c} 

of that rule . 
• ~-"."',,,.·.· < (~) No stay, order, or decree of the rourt may interfere with 

'/ . 
. (1) a:ey of the political or governrrental ~ of the petitioner; 
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·or (2) any of the property or revenues of th.e petitioner necessary 

for essential c;overnrrental purposes; or ·(3) the r:etitioner' s use 

or enjoym=nt of any inc:orre-producing property. Provided, however, 

that the court shall enforce the conditions attached to certificates 

of indebtedness issoc'Cl under Subsection 8ll and the provisions of 

the pl~ of c:orrpensation. 

OJN'IEST AND DISMISSAL OF PETITICN 

SEC. 806. (a) Any creditor rra.y file a o:nplaint in the banki.-uptcy 

a::mre contesting the petition for relief under this chapter or stating 

any objection he has to the plan •. 'Ihe carplaint may be filed at any 

ti.Ire up to ten days before the hearing on the conf i:r:mation of the 

plan or wi tld.n such other times as may be directed by the court. 

(b) The court rray, upon notice to tl)e creditors and a hearing 

following the filing of such a a:mplaint, dismiss the proceeding if 

it tGds that the petition was not filed in good faith, that it does 

rot meet the pro\risions of this chapter, that it has not reen prose-
• ,,,, -- . 

cilteq with reasonable diligence, or that ·there is no substantial 
.,,.• . 

likelihood that a plan of cextp)sition will be approved by the court. 

SEC. 807 .• (a) 'lhe clerk sl:iall give prcnpt notice of the a:::rcm:mce­

:rrent of a proceeding under this chapter to the State and to the 

s~cur:i.8.es :Jr.d 2:xch.ange Q::mni.ss:.cn. A.s w..2dit0rs ar.d ot'.;.er pe.rscns 
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·who Il'El'J l::e naterially and adversely affected by the plan are identified, 

the clerk shall give such persons ootice of the ccmrencerrent of the 

proceeding, a surrrna.ry of the provisions of the plan and any proposed · 

m:Xlification of the plan, and of their right to ~e:p.;est a copy of the 

plan, or m:::xilfication. 

(l;:>) 'llie clerk shall also give notice to all creditors of the tirre 

permitted -':or accepting or rejecting a plai.1· or any m:xlification thereof. 

Such tirre shall be 90 days from the filing of the plan or rrodification 

unless the court for good cause shall set s~ other ti.Ire. . . . 

(c) The clerk shall also give notice to all creditors (1) of the 

t.llre permitted for filing a corrplai.1t objecting to confinnation of a 

plan, (2) of the date set for hearing objections to such o:implaint, 

(3) of the date of hearing of a corrplaint seeking dismissal of the 

petition, and (4) of the date .of the hearing on cx:mfinnation of .the 

plan. 
/ 

"' (d) All notices given by the clerk shall be given in the manner 

directed by the eourt; however, the court may issue an order at any . . 
""·/ ' ' t:fue ~ubsequent to the first notice to creditors directing that those 

,_,,•_ 

persons desiring written notice file a request with the oourt. If 

the court enters such an order persons not so requesting will receive 

no further written notice of proceedings under the chapter. 

(e) Cost of notice shall be rorne by the petitioner, unless 

the court for gcx:x! cause deteJ:mi.nes that the oost of notice in a 

par·....icular instmce should '.:Je to.me by ar.ot.'ler £Xlrt."f. 
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REPRE.Srn:rATIOO OF CREDI'IOPS 

SEC. 808. ·For all purposes of this chapter any creditor may 

act in person or by an attorney or a duly authorized agent or a:::im-

mittee. Where any a:mnittee, organization, group, or individual 

shall assurre to· act for or on behalf of credito:r:s, such ccmnittee, 

organization, group, or individual shall first file with the court 

in which the p~g is permng a list of the credi to:r:s repre-

sented, giving the n~ and address of each and describing the 

~unt and character of the claim of each; copies of the instrurcent 

or instrurrents in writing signed by such credito:r:s o:mferring the 

authority for representation; and a copy of the contract or o:mtracts 

of agreerrR..nt er1tered into between such ccmnittee, organization, group, 

or individual and the represented credito:r:s, which o:mtract or 

rontracts shall disclose all canpensation to be received, directly or 

indirectly for such representation, which agreed o::impensation shall 
/' 

be subject to nodification and approval by the rourt • 

• --:~,. LIST OF CLAIMS AND PERSONS ADVERSELY AFFECIBD 

.·SEC. 809. (a)· 'Ihe list of claims filed with the r)etition shall 

include, to the extent practicable, the narre of each known creditor to 

be affected by the plan, his address so far as knoNn to the petitioner, 

and a description of eac.-, claim shCM'ing its arrount and character, t..'1e 

nature of any se:curi ty therefor and whet..11er the claim is disputed, 
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tontingent or unliquidated as to am:>l.ll'lt. With respect to creditors not 

identified, .the i_Jetition shall set forth the reasons identification is 

not practicable, and shall specify the character of claim involved. 

The list shall be supplemented as petitioner bec::arr:es able to identify 

additional creditors. 

(b} If the p:rop:>sed plan require!3 reviSion of assessments so 

that the proportion of si:e_cial assessrrents or special ta-res to be 

assessed against sorre real property will be different from the pro­

p:::irtion in effect at the date the petition'is filed, the holders.of 
. . 

reoord of title, legal or equitable, to such real property shall be 

· deerred persons adversely affected and shall be similarly listed. 

(c) The rourt may for cause rrodify the requirerrents of 

Subsections {b) and (c) of this Sect.ion. 

PimFS OF CLAIM 

. SEC. 810. Unless an objection is rrade by any parcy in interest, 
/ 

the claim of a creditor that is not disputed, is established by the 

J..!s~ of claims filed pursuant to Section. 809. The-court may set a - .' ... 
·date fy. ~him proofs of claim of tmlisted creditors anq of creditors 

'Whose listed_ claims are disputed ITnJSt be filed. If the rourt does 

not set such a date, the proofs must be filed l::efore the ent:l:y of 
. . 

the order of o:mfi.D:nation. 'Ihe clerk sh.all give ootice to each 

person whose claim is listed as disputed in the IlE!liler directed by 

t.'-:.e court. 
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IEBT CERl'IE'ICATES. 

SEC. 811. During the pendency of a proceeding for a pl~n of 

a:np:>sition or extension under this chapter, or after the confirrra­

tion of the plan if t."1-ie rourt has retained jurisdiction, the rourt 

may, up:m gcx:xl cause shCNln, authorize the petitioner to issue 

certificates of indebtedness for cash, property or other considera-

tion, under such tenns and conditions and with such security and 

priority in paym:mt over existing obligations as the court may 

approve. Notwithstanding any other provisic;m of law including 

Section 819 of this chapter, t.l-ie court shall have plenai:y juris­

. diction of any action which nay be brought against petitioner to 

enforce CXJll1Pliance wi t.J.i t.l-ie teIJns of any such certificates of 

indebtedness. 

PRIORITIES 

./SOC. 812. The follCMing shall be paid· in full in advance of 

the payrrent of any distribution to creditors under.a plan, in the 
., . 

fqllOwing order: 

(i)· The cost and expenses of administration whim are 

incurred by the petitioner subsequent to the 

filing of a petition under this chapter. 

(2) ~ts~ for services and materials actually 

provided within four rronths before the date of the 

filL"B of t.11e :;;::etition under t.:1is c..'lapter. 
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(3) D=bts o.vL'1g to any r:erson or er1tit.1, which by the laws 

of the United States (ct.~er than b.1.is Act) are entitled 

to priority. 

PIJ>..N OF ADJUSTME~""T 

SEC. 813. The plan of corrposition or extension sou;:rht under 

this chapter rray include provisions rrodifying or altering the right 

cf creditcrs generally, or of any class of than, se~ed or unsecured, 

either through issuance of new securities of any character, or other­

wise! and way contain such other provisions and agret:m:mts not 

inronsistent with this chapter as the parties may desire, including. 

provisions for the rejection of executo:ry rontracts and unexpired 

leases. 

WI'ING ON ACCEPTANCE OF PLAN 

SEC. 814. (a) A plan of. ccrrposition. or extension nay be con-

fil:med on! y if, 6f the creditors voting in writing to accept or 
/' 

rej~Ct the plan, those holding t:v.o-thires in anount of each class 

• 
Ii',q,t:erially and adversely affected have v'Oted to accept: Provided, -:.- ..... ,.... . . 

~ever, that no such acceptance shall be required fran arr1 class 

which, under the plan, is to be paid in cash the value of its 

claims or is to be afford....od such rrethod of protection as will, 

Consistent with the cirCl1InStances of the particular case, equitably 

and fairly provide for the realization of the vall.le of its claims. 
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(b) Unless his claim has been disallCNJed, any creditor who is 

inclcled on the list filed pursuant to Sec'-...ion 809 or who files a 

proof of claim pursuant to Section 810 is entitled to vote to acrept 

or reject a plan or rrodification thereof within the t..irre set pur-

suant to Subsection 807 (b) • Claims owned, held or controlled by 

the Petitioner are not eligible to vote. 

(c) The holders of all claims regardless of the manner in 

which they are evidenced, which are payable without prefer""..Jtee out 

of funds derived frcm the same source or soUrce.s shall be of one · .. 
class. The holders of cla.i.rrs for the payrrent of which specific · 

property or revenues are pledged, or which are othei:wis~ given 
-

preference as provided by law, shall constitute a separate class or 

classes of creditors. 

(d) If any controversy shall arise as to whether any creditor 

or class of creditors shall or shall not be materially and adversely 

affecj:E!!d, the issue shall be determined by the judge, after hearing, 

upon notire to the parties interested. 

MJDIFICATION OF PLAN 

SEC. 815. Before a plan is conf inred, changes and m::xlif ications 

may be made therein with the approval of the judge after hearing and 

upon such notice to creditors as the judge may direct, subject to the. 

right of any creditor who has previously accepted.the plan to with-

Gr2W his :?.cceptmce in i:.vrit.ing, within .a ~icxl -to be fixed by t'1e 
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judge, if, in the opinion of the judge, tJ1e _change or rrodification 

will materially and adversely affect such creditor; and if" any 

creditor having such right of withdrawal shall not withdraw within 

such period, he shall be deerred to have accepted the plan as changed 

or rrodified: Provided, however, That the plan as changed or rrodified. 

shall a:mply with .all the provisions 0£ this chapter and shall have 

been accepted in writing by the petitioner. 

HEARING ON CONFIRMATICN OF PLAN 

SEC. 816. (a) Within a reasonable tirre after the ~iration of 

the tirre within which a plan and any rocxlifications thereof may be 

accepted or rejected, the court shall set a hearing on the oonf i:r:ma-

tion of the plan and m:xlifications, and the c_lerk shall give notice 

of the hearing and tirre allo,.;ed. for filing objections as provided in 

Subsection 807(c}. 

(b) Any creditor, or any other party in interest rray file a ,,, 

oorrplaint objecting to the oonfi.rrnation of the plan. The ccrrplaint 

shcµ.i be served on the petitioner, and such other persons as nay be -" ..-_ 

designated; by the oourt, at any tine prior to the date of the hearing 

on confirmation or such earlier date as the court nay set. 

(c} Before ooncluding the hearing on oonfi:r:mation of the plan 

the judge shall inquire whether any person prarroting the plan or 

cbL'1g anything of such a nature, has been or is to be carpensated, 

and shall !:::.":lke evidence under oath to ascertain whether a.rry such 

practice obtains. After such examination the judge shall make an 

_ _,,.,:~.' ' 

{ ·:-, 
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adjudication of this issue, and if he finds that aey such practice 

obtains, he shall forthwith dismiss the proceeding and tax all of the 

costs against such person, or against t.1.e :p=ti tior:.er, unless such 

plan be rrodified w~thin the tirre to be allC7w'led by the judge so as to 

eliminate the possibility of any such practice. 

· (d) At the conclusion of the hea'!:'ing, the judge shall make 

written finding5 of fact and his conclusions of law thereon, and 

shall enter a decree confim.i.ng the plan if he finds and is satisfied 

that (1) it is fair, equitable, feasible and rot mi.fairly disc:rimina­

tory·in favor of aey creditor or class of creditors; (2) it ccnPlies 

with the provisions of this chapter; (3) it has bee..'1 accepted by 

creditors as required in Section ·814; (4) all anounts to be paid by the 

petitioner for services or expenses incident to the a:npositicn have 

been fully disclosed and are reasonable; (5) the offer of the plan and 

its acceptance are in gc.x:x::1 faith; (6) the-petitioner is authorized by 

law to take all action necessary to be taken by it to cany out the 
/ 

plan; and (7) it appears from petitioner's current and projected reve-

nues and expenditures that the budget of ·the petitioner will be in . ~·~ ---· - ... 

~anc:e within a reasonable tirre after adoption of the plan. If not so 

satisfied, the judge shall enter an order dismissing the proceeding. No 

case shall be reversed or rerranded for want of specific or detailed 

findings unless it is found that the evidence is insufficent to support 

one or nore of the general findings required in ·this see-Jon. 
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SEC. 817. (a) 'fue provision of a oonfinred plan shall be binding 

on the petitioner and on all creditors, whether or not they are 

affected by it, whether or not their claiirlS have· been listed, filed, 

or allo;.;ed, and whether or not they have accepted the plan. 

(b) 'Ihe oonfirrnation of a plan shall extinguish all claims 

against the :petitioner provided for by the plan other than those 

excepted £.ran discharge by the plan or order o:mfirming the plan. 

IYJI'Y OF PETITICT-lER AND DISTRIEurIOO UNIER PIAi.'J 

SEC. 818. (a) 'fue :petitioner.shall o::mply with the provisions 

of the plan and the orders of the court relative thereto and shall 

take all actions necessary to carry out tl-ie plan. 

(b) Subject to the provisions of Subsection (c), distribution 

shall be rrade in accordance with the provisions of the plan to 
/ 

creditors (1) whose proofs of claim have l::een filed and allowed or 

(2) whose claim.s have been listed and are not disputed. Distribu-
• --:.-- ' . 

tion to creditors holding securities of record shall be rrade to the 

reoord holders as of the aate the order oonf inni.ng the plan becorres 

final. 

(c) When a plan requires presentrrent or surrender of securities 

or the perfomance of arrJ other act as a oondition to participation 

i.:r.C.er t.."le plan, such ac+-..ion rrrust l::e ta.1<e...T\ r.ot later t'"lan five years 

~-ter -:...~e ent:.....ry of t:::.e orc!er of m;.1.f; ~ation. Persons w-ho have r.ot 

within such t.i.rre presented or surrendered 'their securities or taken 
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s'uch other action shall not participate in the distribution under 

the plan. Am] S'"..!GUri ties, ironies, or other prot:erty remaL.'1.ing 

·unclairred at the expiration of the ti.Ire all<:.1Ned for presentrrent or 

surrender of securities or the perfonrance of any other act as a 

o:mdi.tion to participation in the distribution under a confi.nred 

plan sh~ll be~ t...11e prc---~rty of the t:eti tioner. 

(d) The court may direct the t:etitione .. :: and ot.li.er necessary 

parties to execute and deliver or to join in the execution. and 

deli very of any instn..irrents required to effect a transfer of property 

pursliant to the conf i.nred plan a.."ld to perform such other acts, 

including the satisfaction of liens, as the court may determine to be 

necessary for the consumration of the plan. 

1£'IENITON OF JURISDICTION 

SEC. 819. 'Ihe court may retain jurisdiction of a proceeding 

· ·unaer,..,this ch.J.pter for suc.11 period as it determines is ne02ssary to 

assure e..-xecution of the plan. 

REFERENCE OF ISSUES AND ca-IPENSATION 

., . 
SEC. 820. (a) The judge may refer any special issues of fact 

to a referee-in bankruptcy, rragistrate or another special master 

for ronsideration, the taking of testirrony, and a report upon such 

special issues of fact, if the.judge finds that the rondi.tion of his 

docket is such that he cannot take such testirrcny- without tmduly de-
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~it appears that such sp;;cial issues are necessary to the detennina-

ti.on of the case. Only under special circumstances shall reference 

l::e made to a special master who is not a referee in bankruptcy or 

a magistrate. A general reference of the case to a rraster shall 

oot re made, but the reference, if any, shall be only in the fonn 

of requests for_findings of specific facts. 

(b) Tne court may allCM reasonable corrpensation for the 

services performed by any such special master who is oot a salaried 

Federal enployee, and the actual and necessary expenses incurred in 
. 

connection with the proceeding, including ci:npen.sation for services. 

rendered and expenses incurred in_ obtaining t.1-ie de:posit of securities 

and the preparation of the plan, whether such ~rk nay have been done 

by the petitioner or by ccmnittees or other representatives of credi-

tors, and may allCM reasonable carpensati~ for the attorneys or 

agents of any of :the foregoing: Provided, however, 'Ihat no fees, 

o::xrpei1.sation, reimburserr.ent, or other allavances for attorneys, 

agents, corrmittees, or other representatives of cr~ditors shall be 

• 
~~essed against the petitioner or paid from any revem..'es, property, 

or funds-of the petitioner except in the rranner and in such surrs, if 

arry·, as may be provided for in the plan of adjust:rrent. An appeal 

nay be ta1<en from arry order naking such detennina tion or award to 

the United States Court of Aweals for the circuit in which the 

proceeding under Hus chapter is pending, independently of ot.1'1er 

be heard sumnarily. 
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SEPAR;;BILITY 

SEC. 821. If any provision of this chapter, or the application 

thereof to any agency, instrurrentali bJ, or sulxli vision is held invalid, 

the remainder of the chapter, or the application.of such provision to 

any other agency or instrurrentality or political subdivision shall not 

be affected by sue..~ holding. 

_, .. 
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IN THE HOUSE OF REPRESENTATIVES 

NOVEMBER , 1975 

l\ifr. 'RonINo (for himseH, Mr. EnwARDS of California,-~lr: SEIBERLING, l\fr_ 
Dim.AN, :Mr. BADILLO, and :Mr. Dono) introduced the following bill; which 
was referred to the Committee on ----------------------------

. ' 

.. 
• f : •• *, 

- 1 

. • ' r 

To revise chapter IX. of the Ba~ptcy Act. 

l Be it enacted by ·the Senate and Hmtse of Representa- . 

2 _ .tives of the Un#ed States of America in Congress assembled, : _ 

3 ;That chapter ·~ of the Bankruptcy ·Act_ is amended to read~ .:· 

4 as follows : 

5 "CHAPTER IX 

6 "ADJUSTMENT OF DEBTS OF POLITICAL SUBDIVISIONS .A.ND 

7 PUBLIC .AGENCIES .A.ND INSTRUME~T.A.LITIES 

8 "SEC. 81. CHAPTER IX DEFINITIO~s.-As used in 

9 this chapter the term- ' ;, 

10 " ( 1) 'claim' includes all claims of whatever char- . 

11 ·acter against the petitioner or the property of the peti-

J. 61-172-1 .... ,·(,,,.' . - ... 

.. 
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10 

11 

12 

13 

14 " 
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tioner, whether or not such claims are proYahle under 

~ection 63 <>f this .Act and whether secured or unsecured, 

liquidated or unliquidated, fued or contingent;· 

"(2) 'court' means court of bankruptcy in which 

the ca e is pending, or a judge of such court; 

" ( 3) :creditor' mean~ holder (including the United 

States, a State, or subdiYision of a Snate) of a, claim 

against the petitioner; 
·. 

" { 4) 'daim affected by··the- plan~ means claim as 

to which the rights of its holder are proposed t-0 be 

materially and adversely adjusted or modified by the 

plan; 

. " ( 5) 'debt' means claim 'allowable under section 

88 (a) ; L : .L 

1.5 " ( 6) 'petitioner' means agency, - instrumentality:, 

1"6 - .·· J or . subdivision . which . has filed a . petition under l' this 

17 chapter; . . ' r J. 

18 "(7) 'plan' means plan filed under section 90; · 

19 :r "(.8) . 'special tax payer' means record owner or 

20 · holder of title; legal or equitable, to real estate against 

21 

22 

2-3 

which has .been levied a_ special assessment or special 

tax the procoods of which are ther~m-llt oou.r.ce .. ef ifpay.:. 

ment for obligations issued b'y' tlie- petitioner to defray 

2-1 the costs of local impro\ements; and · 

~.J " ( 9) 'special tax payer affected -hy the -plan'· means 
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1 a special tax payer with respect to whose rear estate the 

2 plan proposes to increase the proportion ·of special 'assess-

3 'l f JI men ts Qf special taxe.s referred! to in paragraph ( 8) [ ()f 
\ . 

4 this ~:;e~tion assessed against .that real estate. , .. . 
r 

t- "SEc. 82. JuRiSDICTION .A~D PoWER§ o~ CouRT.--

6 "(a)_ Ju:ruSDICTION.-.. The court in ·which a· petition ;is 

7 filed under .. this ;·chapter shall .exercise -ex.clusive,:original }u-

8<1r~dietion fo-r the: adjtistment of .. the pe~ti<mer's 'debts, and for 

9 the purposes of this chapter, shall have exclu~i:v.e, jurisdiction 

lO·hf of the petitioner and .its· property, ~w~erevei: )dcated. 
, .. 
'-' -

11 '' (b) PowER.S.-After the filing of a petition iunder tlll:S 

12 chapter the· court may-· · - t : 

13 I ,> " ( 1) . permit the petitioner to.fejeCt exeeutory con:: 

14 . ~.. .: tracts and une:'..-pire<l leas.eS.of the p13titioner;after,hearing 

15 .·_ :· on notice to the parties· to; such :oonhacts and ··to ::such 
~r '\.; · ... _ -

17 - " (.2) (1nring the pendenc:v of u. : case ' under . this 

18 chapter, or after the confimrntiofr."of the ·;p:lan·' if the 

19 court lias. retained jm1~diction lmder section-96 '( e) , after 

20 hearing ·on such not.iee as the eonrt may prescribe a·nd fo~ 

21 · cause shown, pe1"!nit the issuance of certificates of in-' 

22 -d~htedness foi.· such: con~ic1eration :a.s is -approve·a '·by the 

23 ·. · ·~court, llpon s~1ch terms 'itnd eoncli ti~n~, · rina · with: ~suelT 

24' : ... 
.l ,. ' - : • - _.,... .... - .. t ). 

secui·ity;ancl- priority in payment o''er · existing· ohliga-~ 



1. . tions, secured or un~ecured, as~ the particular ca.se may 

2 be equitable; and 

3 ._.:c'· ..... " (3) . -exercise .such other powers as are not incon-

4 sistent with the provisions of this chapter. 

5 . .. <' ~.' (c) LIMIT.A.Trox.-Unless the petitionei· consents or 

6 the plan so provides, the court shall not, b) any order or de-

: 7 __ ~!'.~, .in .th~ c~e or otherwise, interfere with-

8 " ( 1) any of the political <ff governmental powers 

: - ( 

'.' (~J :·any of the· property or revenues of· the peti-

11 _· , t~oner;-or , 

12 . - . .." (3) any income-produeit1g -property. 

13 ., "SEC. 83. -REsERV.A.TION OF -ST.A.TE POWER TO CoN-

lj: .. _T~:4 .. GOVERNMENT.A.L FUNCTIONS OF_. POLITICAL SUB-

15-., DIVISIONS.-N' othing contained in this chapter shall be eon-

16 ~trued to l_imit or impair -the power of any State oo control, 

17 . by _legi~la.tion or otherwise, any municipality or 8}'.lY politi-

18 cal .~ubdivision of or in such State in the exercise of its politi-

19 ?al or goyernmentnl powers, including expenditures therefor: 

20 frov14,ed, howl!ver, That _n~."~~·t:e .~w __ pr~~~Iibing a method 

21 of composition ?f in.debtedne~_s of such agencies shall be ~ind-

22 ing upo:r;t any _creditor w.J:10, 1loes .n~~ consent to such .co~pos_i-
• - • • J. - • •. • -- • -~ 

23. tion, and no jµ4went shall be entered unqer such Stµ.te law 
.. ! - - ~ . ~J. 

24 which would bind a creditor to snch composition without hi" 

25 consent. 
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1 · "SEC. 84~ ELIGIBILITY FOR RELIEF.-Any State's 

2 political subdivision or public agency ·,~or- instruinentality 

3 · which is not prbhibite"d:·oy _St~te law"from . filmg ·~ petition 
4 under thfa chapter: is ·eligible ·· for relfef:·fulder ·this ohapter 

5 il it is insolvent or unable to meet its dehts ~s 'they mature, 

6 and desires to effect a plan to adjust its debts. . ~"' ..... . 

J. .. "SEC. 85. PETITION AND PROCEEDINGS - RELATING 

8 T6 PETITION.:.:.... ; I 'ti L - kl' .i .. _ . .' • : .,_. i ~- ·: ' _. :-> 

9 "(af PETITION.-An entity eligible under · section 84 

10 may file a petition for relief under this chapter. In the case 

11 of an unincorporated tax or special assessment diStrict having 

12 - no officials· of its own, the petition may be filed by its govem-

13 ing authority or the board or body havmg authority to levy 
- - -

14 taxes or assessments' to· meet · the obligations-of the district: 

15 Any party in -interesl may file a complaint- with the bimrt; 

16". - ~ot -later th~n 15.'days·!~ffer the "inailiiig of notice 'required'· 
. 

17 by subl5ection (a) is completed, objecting to the filing of 
- +D I 

18 the petition. The com~ shall,l£_t1_ the extent practicable; hear '02... 

19 and determine all sucb complaints in a single proceeding. 

20 - "(b) L1sT.-The petitioner shall file with· the ·court a.~ 

21 list of the petitione.r's creditors, insofar as practicable. If an 

22 identification of any of th13 petitioner's' cre<litorS' ' is llripraO: .. 

23 ticable, the "petiti<mer shall state in "the petition the rea.wni· 

24 such identification is impracticable. If the "list is not filed With 
25 the petition, the petitioner shall file the iist :a.t' suCh"1a~ 
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]: _ .. time a~ the <:-0~t,_ upon its own motion o~· ·~pon application 

2 -()f the p~titi-Oner, prescribes. 

} : ·= .- "(c) VESUE AND FEES.-The petition iand any accom­

.4 -panying papers, together "·ith a filing fee of $100, shall he 

5 . filed with a oourt in a district in which the petitioner is 

6 located. 

I". .. : . '~ ( d) N OT~C~.-- The court s~all give ~otic~ of the filin~ 

8 or ·dismissal of the petition to the State. in which the pe.ti-

9:- ti oner_ is 1ocated1 t.o. the Securities and Exchange Oommi-s-sio:i;i, 
... " ' "' - _,,. . -- .: - -

lO ... .and to reredit-0rs. The notice shall al~o state that a creditor 
c - - ·' . l . ' " . . - -

11 · who files with the_ ~om·t a request, setting forth that creditor's 
r"- ' I I~ "- ... • _ • • 

1.~:-i :Par:1~ :~n4: ~d.dres~ and _ the: ~~ture and amount 0f that c~edi-
:.. .~ ... J. 

l? .,. tor's.claim, shall be given notice of any Qther matter in which 
.; J_ '-._;.,. • ) .. ; ' __, · I • :. I- ' , • J • ~. ' • s. .._ _ - ~ -· ~ ~ 

14 : .. that creditor has ~ ·direct -and -substantial interest. The notice 
:l • J.: .,.., . .J , - I ... ._.._ t • f - •' • I ~ _. I -- ~ • _.. "....-,, • 

lq. r~quired by th~ first_ sente~ce of this _ subsection shall be .pub-

16 -lished at least once a week for three successive weeks in at - ~- . - - • 4 I 

~?. least o:pe p,ewspaper of g~neral . circulation ,published with~1-

~8 _ ~~~ ju~i~dic~i;n . of the co~t, a~~ -in such ~t~~r· papers ~~ving 
~ ,J__ . 

19 -a general circulation among bond dea.lers and bondholders 
.( .... ,. .,._ _ • f ~ •- I . -
~O . a-s may b~ ~e~gµat-ed by. the . court._ ~~e .c:_m~rt may req~·e 

'\>J: ... 4 .. , - -· 4,,,_ ~ -··l ·t. - 4,, ~"' -- ·~-

~! . ~tJiat it_be publi~~e~ i:n su<:h other publication as the court may 
-

2},,.~ defm ; p,roper~ T~e court shall r~quire ~~at~ copy of the 
•-4 '1l1 .... - .. .. - ~ .. - • , , , .. 

23 .. notic~ , required by- the first sentence -0f. this sub. ection ~e 
•... I I 

~.±. ~- mailed, po~tage prepaid, t-0 each credit-0r named in the list 

~?- _required by ·sub~ction {b-) at the address of .::ucb c~-~fitor 
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1., _given. in the list, or, if no address is given in the list for any 

2 creditor and the address of .such creditor cannot with reason-
-:.;.£11' .r: - I~ - - ~ ' "'• -· ~ 

)~ a.bl~ diligence be ascextained;· then a copy of the .n~_tice may, 
. J .I. •• . ' . - - . -

. - . .... .. , .. -..,.-:,a..·-~ ... ~ .... , .... ._ lil.-3. .. 
c'7 • ,. - .... .,:._,~$ .,. ,.., • ,,. ' ...-.. ., 

, ,f,;-: if t?~ .· C?~rt , so . deter~ine§1;,R~ jri~e~, _postage prepaid, to 

. .5 :- such creditor addressed- as the court . may prescribe. 

_9 . .. ,All expense of giving notice required by tills subsection 
'J • . . ..) L 

7 shall be paid by the petitioner, unless the court for go~d 

""~t ~.a.use d.e.tr_~es .thaLthe _ co~t of p,o~c~ in a particular ip­

:9 ' .stance _should be borne by another party. The notice shall be 
• - >. ~ . , - • - . • - - . - -

10 ~ fir~~ published, and the mailing of copies of the notice shall be 
.• • l . . . . .. . - . . _- , 

11 comp~eted, _as soon ; as practic~bl~ after the _:tµing of the 

1~ . lis_t required by 'Subsection (b) . . .. 
13 . " ( e) . ,8.TAY OF ENFORCEMENT OF: CL.AI~IS AGAINST 

f.. } ; ~ 

14 PETITIONER.-
!. :.. .... -

15 . 
: ~.. -~- !· i . . 

"(1) EFFECT OF FILING .A. PE_TITION.-A petition 

~~ ,: , filed under- this _chapter shall op~rate as a stay of the-
J ; ~-; ! J ~ • • ; ! ' • ! • I '. • ' • • •-' _,/ ' • 

• I 

17 ' commencemeffi' or the continuation of a judicial or 
. . . . ... , , . 

18 

19 

20 

'). _J. 

22 

23 

2± 

')"' ,_,_) 

other proceeding against -the petitioner, its property, 9r 
, . . _, -

an officer or inhabitant of the petitioner, which seeks 

to enforce any claim against the petitioner, or of an ac~_ 

or the commencement or continuation of a judicial ~r 

other proceeding which seeks to enforce a lien upo!l 

the property of the petitioner, and shall operate as a stay 

of the enforcement of any set-off or counterclaim rela~g.: 

._ to a contract, _deM, ?r· obligation of the pe~tio!l~~;; ~-. :.: 

• 
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~1 ~ - · ~· ._ " (2) DURATION · OF .AUTOll.ATIC ST.AY.-Excep·t 

2 a·s it may be terminated, annulled, modified, -0r condi-

. 3 tioned by the court under the terms of. this section, the 
IN 'nf1$ .$1/~0N 

4 - stay provided for 8sroia shall continue until the case 

5 is closed or dismissed, or the property subject to the lien 

6 is, with the apprm-al of the court, abandoned or trans-

7 ferred. 

"8 " ( 3) RELIEF FROM AUTOMATIC -STAY .-Upon the 

9 film.'g of a oomplaint seeking relief from a stay provided 

. 10 for by this secti-0n, the court may, for ·cause shown, ter-. 

. 11 .minate, annul, modify, or condition such stay. 

12 · " ( 4) · OTHER STAYS.-. The commencement or con-

13 .... . tinuation of_ any other act or ·proceeding ·may be stayed, 
. . 

14: restrained, or enjoined by the court, upon notice to each· 

15 · · person and entity against whom such order would apply, 

. 16 .and for cause shown. The petitioner shall not be required· 
. . . . . . J . -

17 - . to give ~ecurity a.s a conditi-0n ~ an o.!der . under this 

18 ·paragraph. 

19 "(f) UKEN'FORC:EA.BILITY OF CERTAIN CONTRACTUAL 

20 · PROVTSIONS.-A provision in a contract or lease, <>r:·in any 

21 law applicable to such a contn1ct or lease, which terminates 

22 .. or rmodifies, or permits a p'arty other than -th~ petitioner w 

23 terrriinate or modify; the. ·contract .\>r ieas"'e- became of the 

24 in~olvency of the petitioner or the commencement of a case-

25 under this Act is. not enforceable if any defaults in prior per-

1 



1 form,rnce of the petitioner are c-nreJ anJ adequate assmance 

2 .• of future. performance is provided. 

3 "SEC. 86. REPRESENTATION OF CREDITORS.-, 

±.·~:- . '; {a.) REPRESEXTAT~O:S A.XD DISCLOSLRE.-~..\ny crecli-

5 ~or may act in per::;on or by an attorney 9r a duly authorized 

G agent or comnlittee. Every person representing more 

r. than one creditor shall file with the court a list of the cred-, . 

s itors represented by such person, giving the- name and ad-

9 dress of each such creditor, together with a statement of 

10 the amount_, .class, and character of the claim ~el.;L by that 

11 creditor, and shall attach to the list a copy of the instrument 

12 signed by the holder of such claim showing such person's 

13 authority, and shall file with the list a copy of the contract 

14 or agreement entered into between such person and th~ 

15 creditors represented by that person. Such person shall dis- _-

16 close all compensation to be received, directly or indirectly, 

17 by that person. That compensation ~hall be subject to mod-

18 ification and approval by the court. 

19 "(b) l\IuI,TIPLE COl\IPEXSA.TIOX.-The court shall 

20 examine all of the contracts, proposals, acceptances, ~eposit 

21 agreements, and all other papers relating to the plap., specifi-

22 cally for the purpose of ascertaining if any persou promoting 

the plan, or doing anything of such a nature, has be_en or is 

2± to be compensated, directly or indirectly, by bot~ the peti- c 

. . . . ·.. : . ·. . . . "}. . : .. 
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1 tioner and any of Its creditors, and shall take evidence under 

2 oath to determine whether any such compensation has 

3 · occurred or is to occur . .After such examination the court 

4 shall make an adjudication of this issue, and if it be found 

5 that any such compensation has occurred or is to occur, the 

6 court shall dismiss the petition and lax all of the costs against 

7 the person promoting the plan or doing anything of such a 

·. s nature and receiYing such multiple compensation, or against 

·g the petitioner, unless such plan is modified, within the time 

10 to be allowed by the court, so as to eliminate the possibility 

11 of such compensation, in which event the court may proceed 

12 to further consideration of .the confirmation of the plan. 

13 ~'SEC. 87. REFERENCE Af..ro JorNT .AnMINl:STRA.TION.-

1-1: "(a) REFERENCE.-The court may refer any special 

15 issue ·of fact to a referee in bankrupooy for consideration, the 
. 

1-6 taking of testimony, and a report upon such special issue 

·17 of fact, if the court finds that the condi ti.on of its docket is 

18 such that it cannot take such testimony without unduly de-

· 19 laying the dispaooh of other business ~nding in the court, 

20 and if it appears that such -special issue is necessary oo the 

2.1 determination of the case. A-reference to a referee in bank­

'2J ruptcy shall be the exception and no·t the -rule. The court 

23 shall not make a general reference of the ca e, but may 

2± only request .findings of specific facts. 

2.J "(b) EXPENSES.411? lHffiililNriii.-The court may allo" 
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1 reasonable compensation for the actual and necessary ex-

2. penses incurred in connection with the case,_ incl~ding com-

3· pensation for services rendered and expenses incurred in 

4 obtaining the deposit of securities and the prep-aration of the 

5 plan, whether snch work has been done by the petitioner or 

6 by a representative of creditors, and may allow reasonable 

7 _ compensation for an attorney or agent of any of them. No 

8 fee, compensation, reimbursement, or other fillowances for an -

9 attorney, agent, or representative of creditors shall be as-

10 sessed against the petitioner or paid from any revenues, 

11 property, or funds of the petitioner except in :the manner 

12 and in such sums, if any, as may be provided for in the plan. 

13 " ( c) JOINT ADXINISTRATION .-If more . than one peti-

14 tion by related entities are pending in the same court, the 

J.?> court may order a joint administration of the cases. 

16 "SEC~ 88. 0LAThIS.-

17 " (a) ALLOW .AN CE OF CLAil\IS.-In the absence 

18 of an objection by a party in interest, or of a filing of a 
-

19 proof of claim, the claim of a ere di tor that · is not disputed, 

~O contingent, or unliquidated, and appears in the list filed 

'.21 hy the petitioner under section .5 ( b) sh;1ll be deemed al-

22 lowed. The court may set a date by which proofs of other 

23 claims shall he filed. If the court d-0es not set a date, 

2± such proofs of other claims shall be filed before the 

25 entry of an order confirming the plan. Within •thirty days 
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-1 after the filing hy the petitioner of the list under section 

·2 85 (b), the court shall giYe written notice to each per on 

3 and entity whose claim is listed as disputed, contingent, or 

4 unliquidated, informing each such person or entity that a 

5 proof of claim must be filed with the court within the time 

6 fixed under thi~ subsection. If there .is no objection to such 

7 c:laini, the elaim . hall lie deemed allowed. If there i;-; an 

8 -objection, tbe court shall hear aud determine the ol>jedion. 

-g. - " (b) CLASSIFICATIO~ OF CREDITORS.-The court shall 

10 - designate c]a ~es of creditors who e clainr are of substantially 

11 similar character and the memher.~ of which enjoy sub-

12 stantially similar rights, consistent with the provi~ion of 

13 section 89, except that the court may create a separate cla s 

H- of creditors haYing unsecured claims of less than $100 for 

15 reasons of administratiYe con-n~nience. 

16 " ( C) DA::\IAGES -CPO~ REJECTION OF EXECUTORY COK-

17 TRACTs:-If an executory contract or an · unexpired lease 

18 - 'is rejected under a plan or under section 82 (b) , any per-

19 son injured by such rejection may a ert a claim against the 

. ~O - petitioner. The rejection of an executory contract or unex­

~1 pired lea e constitutes a breach_ of the contract or lease a:-­

~3 of the date of the commencement of the case under this 

23 chapter. The claim of a landlord for injury resulting from 

:M the rejection of an une:s:pi.red lease of real e tate or for 

~5 -damages or indemnity under a covenant contained in such 

r 
{ 

l . 
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1 lease shall be allowed, but ball be limited to an amount not 

-2 to exceed the rent, without acceleration, reserved by such 

:3 lcn~e for the year next succeeding the date of the sm:-

4 render of the premises to the landlord or the date of reentry 

5 of the landlor_d, whichever first occurs, whether before o.r 

G after the filing of the petition, plus unpaid accrued rent, with-

7 out acceleration, up to the date of such surrender or reentry. 

S The court shall scrutinize the circumstances of an assign-

9 ment of a future rent claim and the amount of the considera-

10 tion paid for such assignment in determining the amount of 

11 damages allowed the assignee of that claim. 

12 "SEC. 89. PRIORITIES.-The following shall be paid 

13 m full in advance of the payment of any distribution to 

1-i creditors under a plan, in the following order: 

J;; " ( 1) The costs and expenses of adrninistTation · 

16 ·which are incmTed subsequent to the filing of a petition-

11 under this chapter. 

18 " ( 2) Deb_ts or consideration owed for services or 

19 

~1 

, , f 

..'.'.r 

materials actually proYidecl within fotrr months before 

the date of the filing of the petition under this chapter. 

" ( 3) Debts owing to any person or entity, which 

by the laws of the United States (other than this Act) 

are entitled to priority. 

"SEC. 90. FILIXG .ASD TR..L.,S}IISSIOX OF PL.A.~ A-YD 

'...:5 JIODIFIC.A.TIOXS.-
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·1 "(a) FILING.-- The petitioner shall file a plan for the 

2 adjustment of the petitioner's debts. If such plan is not filed 

3 with the petition, the petitioner shall file the plan at such 

4 later time as the court, upon its mvn motion or upon applica-

5 tion of the petitioner, pre cribes. At any time prior to the 

6 confi.~mtion of a plan, the petitioner may file a modification 

7 of the plan. · 

8 " (b) TRANSMISSION OF PL.AN AND MODIFICATIONS.-

9 As soon as practicable after the plan or any modification -0f 

10 the plan has been filed, the court shall fu a time within 

11 which creditors may accept or reject the plan and any 

12 modification of the plan, and shall transmit by mail a copy 

13 of such plan or modification, or a. summary and .any analysis 

14 of such plan or modification, a notice of the time or times 

If\ within which the plan or modification may be accepted or 

16 rejected, and a notice of the right to recei'e a. copy, if it 

17 has not been sent, of such plan or modification, to each of 

18 the creditors, to each of the special tax rayer affected by 

19 the plan, and to each such other party in interest as the 

20 court may designate. Upon request by a recipient of such 

21 umnia1T and notice, the court shall transmit hy mail a copy 

22 of the plan or modification to that recipient. 

23 "SEC. 91. PRoYISIOKS OF PLAK.-A petitioner's plan 

24 may include provisions modifying or altering the rights of 

2.J creditors generally, or of any cla s of tb~m , ccured or un-
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1 secured, eith~r through issuance Qf new serurities of any 

2 ·-character, or otherwise, and may contain such other pro vi­

~ sions and agreements not inconsistent with this chapter as 

4 the parties may desire_. including provisions for the rejection 

5 of any executory contract or unexpired lease. 

6 "SEC. 92. ACCEPTANCE.-. 

7 "(a) ".,..HO :MAY ACCEPT OR REJECT.-Unless a claim 

S has been disallowed or is not materially and adversely 

9 affected, any creditor included on the list filed under sec-

10 tion 85 (b) or who files a proof of claim and whose claim is · 

11 . not then disputed, c-0ntingent, or unliquidated ·as to amount, 

12 and any security holder of record as of the date of the trans-

13 mittal of information under section 90 (b), may accept or 

1± reject the plan and any modification of the plan wit.bin the 

. 15 time med by the court. Notwithstanding an objection to a 
-

16 claim, the court may temporarily allow such claim in such 

17 amount as the court deems proper for the purpo~e of accept-

18 ance or Tejection under this section. 

19 "(b) GE~ERAL RULE.-Except a;:; otherwise provided 

~O m this section, the plan may be confirmed only if it ha~ 

~1 been accepted in writing by or on ·behalf of creditors hold­

~3 ing at least two-thirds in amount of the claims of each class. 

~:J " ( c) CO-:\IPL'TIXG ACCEPT..l~CE.-The two-thirds ma-

2-1 jority required by ~ubsection (b) is two-thirds in amount 

~5 of the claims of creditors who file nn acceptance or rejection 
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· 1 within the time .fixed_ by the court, but not includiug claims . 

·. 2 held, ~H' controlled by the petitioucrJ or claim~ of creditors 

3 sp_ecified in subsection .( d) . 

4 . _ " ( d) ExcEPTIOs.-It is not requisite to the confirrna-

5 tion of the plan that there be such -accepmnce by any creditor 

6 or class ·of creditors-

7 " ( 1) .whose claims are not affected by the plan; 

8. " ( 2) if the plan makes provision for the payment 

- 9 · , of their claims in <::ash in full ; or 

10 . " ( 3 ). if pro\'isio~ is made in the plan for the pro-

11 tection of the interests, claims, or lien of suc:h creditor 

12 or class -0£ creditors. 

13 - " ( e) AccEPTA..."\\CE OF MODIFICATIOS.-If the court 

14 finds . that a proposed modification does not materially and 

15 adversely affect the interest of a creditor, the modification 

16 shall be deemed accepted by that creditor if that creditor 
-

17 has previously accepted the plan. If the court determines that 

18 a modification does materially and adversely affe_ct the inter-

19 est of a. creditor, that creditor, if entitled to accept or reject 

20 the plan, shall :be given notice of .the propo~ed mod.ification 
• • ~ .. ' 'f • .. h • • .. 

21 and the time allo~ed for i!s accepmnce or rejection. The 

22 number of accepmnces of the .plan as moq.ified required by , 

23 sub;~ection (b) ~hall be obtained. The plan -as modified ~hall 

24: be deemed to ha·rn bee~ accepted by any cre_di_t9_r _who 

~5 accepted the plan and who fails to file a written rejection of 
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1 tbe modification with the court within such reasonable time 

2 - as shall be allowed in the notice to tha.t-creditor of ·the pro-

3"· posed modification. .I . 

4 "SEC. 93. OBJECTION TO PLAN.-A creditor affected by 

5 the plan OI a ~pecial tax payer affected by the plan may file a 

6 complaint with· the court objecting to- the· cori£rmation of the 

7 plan. The Securities and Ex<:hange ·Commission may alsD file 
' . ,, 

8 a.· complaint with· the court objecting to · the confirmation of 

9 · the plan, but in the case of a complaint filed .under this sec-

10 tion, the Securities and Exchange Commission may not 
.. 

11 appeal or file any petition for appeal. A complaint objecting 

12 to the confirmation of the plan may be fiJed with the court 

13 any time prior to ten days before the hearing on the con-
. . 

14 firmation of the plan, or within such other time as prescribed 

15 by the court. 

16 "SEC. 94. CONFIRMATION-
r • • • . ~r;-,,~ ~ ~Lo.-; t ift .. 

- L 

. , . 
•J .. 

17 " (a) HE.ARING ON CONFIBMATION .-Within a reason-

18 aible time after the expiration of the time set by the court 

19 within which a plan and any modification5 of the plan may 

20 be accepted or rejected, the court shall hold a hearing on the 

21 confirmation of the plan and any modifications of t~e plan. 

22 The court shall give notice of the hearing and of the time 
. ' 

23 allowed for filing objections to all parties entitled to object 

24 under section 93. 

:.. 
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1 . . . " (b) Co~-nIT-IOK~ FOR COKF~M.ATI9~ .. - . The .. . c-0urt 

.. 2 shall confirm the. p!a.~ ~ satis~~ -~~~_t-- :· ._ ... 
: • I 

3 

4 . . 

5 
! 

& 

7 

.8 

9 

10 

" ( 1) the plan is fair and equitable ~n~ Jea)ble 

.and does not 4i$criminate . unfairl.r m faYor of ai1y 

creditor or class of cr~dit-0rs; ... . . ·' 

"~2} the plan complies with the provis.ions _ o~ t~is 

chapter; 

• • " • 1 " ( 3) ~g :mounts f'<!:. ~te .· pai_d_. by~: ~~e petit}?n~r 

. , qr -by ~y _person for services and expenses in th~ Cfif e 

.. or in~ident to the plan .have . been _fully dj.sclosed_ a~d . . -· . - . - - ..; . . . . . - . . -
11 . . . are .reasonable; . .. . . . . 
:. ~ ? • t \ ' : - . • -~ .. ' ~-- . ' . ~ • t ~. . .. ! ; i .:1 J; "j ': • ·:. ~ ..! _J • ...... • - - • • .": ~ '·; .. ' • 

12 _ " ( 4=) the offer of .the plap and . ~t§ .. a:cceptance ar~ 
- . _;,_ .£..'.. ... . . · ; : . . - .•' : .... - : - . - • , . -

~~· .· : , _in _go~d ~~ait~; :~~d .. ; , '··· ''. _,- . .,. --~ . . ~: ~ !_ 

1~ ·;.,.,__ ., " (5) .. ~e : p~tition~r is,, ~ot prohibite~ b_y, la.w from 
..J> • • - ., . - • _ _: _ $. - ~ I - •• ;_' ''- ! - T : • ' .,; l.-.. - ' 1 • ; -• - .O. • - • -· -

15 taking a.ny adion necessary to be tak~z+ . ~~ ~-t Po-.= ~rry! 

16 out the plan. 

17 "SEC. 95. EFFECT OF CONFIRMATION.-;-;- . .. , 
.. ~ -~··F ~ : : ~ ~ -· • -:.~li!.1 _~~ .:' ~ .. '· t ·w~ .. , , .~-~~-·~::l :·~ { ~. ... i 

18 " (a) PROVISIONS OF PLAN :SINDING.-The provi~io~s 
. . ... J.' .!' • 

19 of a con.finned plan _shall be bindin~ on the petitione~ . fil\~ 

20 on all creditors who had timely notice or ~tual knowledge . 
• - • • • : • • • ... ~ . !., -

2~ .· of the petition or plan, whether or not their claims have been 
-. l!./'... ,; fJ ! ' .:.: ~:1: .J_._ - ; . ~ .. :, ! ' · ~ -~ 

~2 .. allowed under s~~tion 88, and wh~t~er or. not they. ha~c 
.· .~'J. ~; 1'iJ..... . -.t ..,,,. ~ • "* • .. .. _z. 

23 . accepted the plan. .. 
24 IS .H...IBGE.-'' (lJ) D c 

' • • t. ~ ## ! ~ 

" ( 1) The petitioner is discharged from all claim ~ against 



1 it provided for in the plan except as provided in paragraph 

2_ ·~ J 2) of this subsection :l:ls of the time when-. 

3 " (A) the plan has been confirmed; 

4 "(B) the petitioner has deposited the consideration 

5 to be distributed under the plan with a disbursing agent 

6 appointed by the court; and 

7 " ( 0) the court has determinecl-

8 . . "(i) that any security so deposited will con; 

g stitute upon distribution a valid legal obligation of 

10 the petitioner; and r 

11 "(ii) that any provision made to pay or secure 

12 payment of such obligation is valid. 

13 " ( 2) The petitioner is not . discharged under paragraph 

14 ( 1) of this subsection from any claim-

J :1 "(A) excepted from discharge by the plan or order. 

16 confirming the plan; or 

17 " (B) whose holder, prior to confirmation, had 

JS neither timely notice nor actual knowledge of the peti-

19 tion or plan. 

20 "SEc. 96. PosTCONFIR.J.IATio~ 1\1.A.TTERS.-

21 " (a) TDIE .ALLOWED FOR DEPOSIT 1:-XDER THE PLAX .-

22 Prior to or promptly after confirmation of the plan, the court 

23 shall fix a time within which the petitioner shall dep06it with 

2-± the disbursing agent appointed by the court any consideration 

:.!Z. to be distributed under the plan. 



1 •" (b) DUTIES OF PETITIONER.-The petitioner shall 
l 
Ii 

2 comply with the plan and the -0rders of the court relative to 

.~ the plan, and shall take all actions necessary to carry out the 

:4 plan. 

5 " ( c) DISTRIRC"TIOX .-Distribution shall be made in 
. t 

6 accordance with the provisions -0f ihe plan to creditors whose 

Y, claims ha-ve been allowed -under section 88. Distribution 

8 may be made at the date the order confirming the plan be-

9 comes final to ho1ders of securities of record whose claims 

10 have not been disallowed. 
. . 

11 " ( d) COMPLIANCE DATE.-When a plan requires pre-

. 12 sentment or surrender -0f . securities ·or the performance of 

13 any other -action as a condition to pa.rticipation under the 

14 plan, such action-shall be taken not lat.er than five years after 

15 the entry ·of the order of oonfinnafion. A person who has 

16 not within such time presented or surrendered that person's 

17 securities or taken °such other acti~n required by the plan 

18 shall not participate in any distribution under the plan, and 

19 the consideration deposited with the disbursing agent for 

20 distribution to such person snail become the property of the 

21 petitioner. 
. . 

22 " ( e) CONTINUIKG .TURISDIOTIOX.-The court may re-
- . 

23 tain jurisdiction ovBr the case for such pem'O-d of time as the 

24 court determines i5 necessary for the successful execution of 

25 the plian. 

26 "(f) ORDER OR DECREE AS EVIDENCE .AND NOTICE.-
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1 .A certified copy of any order or decree entered by the court 

2 in a -case under this chapter. shall be evidence: ~of the jurisdic-

, 3 ' tion of the corut, the regularity of the proceedings, and the 

4 fact that the order was made. .A certified copy of an order 

5 providing for the ·transfer of any property dealt with by the 

6 plan shall be evidence of the transfer of title accordingly, 

7 ~nd, if recorded as conveyances are recorded, shall impar1; 

8 ·· the same notice that a deed, if recorded, would impart. .1 

9 "SEC. 97. EFFECT OF EXCHANGE OF DEBT SECURITIES 

10 BEFORE DATE OF THE PETITION.-The exchange ~f new 

11 debt securities under the plan for claims covered by the plan, 

12 whether the exchange occurred before or after the date Qf rthe 

13 .petition, does not limit .or impair the effectiveness of the · 

l± plan or of any provision of.this chapter. The written consent.s 

15 of the ih<>lders of any securities -0uistanding as th·e result of 

16 any such exchange under the plan shall be includ~d as 

17 acceptances of such plan in computing the acceptance re-

18 quired under section 92.". 

19 "SEC. 98. D1s:urss.AL.-The court may di:-mi,, the 

20 case after hearing on notice-

21 " ( 1) for want of prosecution; 

22 " ( 2) i.f no plan is proposed within the time fixed 

23 or ex ten cled by the court; 

2± " ( 3) if no proposed plan is accepted within the. 

25 time fix.eel or extended by the cOLrrt; 
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1 " (-:!:) if confll-mation is refused ~nd no further time 

2· ,,, -· is granted for the proposal of other plans; or , 

3 " ( 5) where the, C?UTt has retained jnrisdiction after 

4 · confirmation of a plan-

5 c: (A) if the debtor defaults in any of the term~ 

6 - of the plan; or 

7 " ( B) if a plan terminates by reason of the 

8 . i • -. happening of a condition specified therein. 

9 . "SEC. 99. SEPARABILITY.-If any provision of this 

10 , chapter or the application thereof to any agency, instnunen-
-

11 tality,. or subdivision is held invalid, the remninder of the 
. . 

12 chapter, or the application of such provi~ion to any ·other 

13 agency or instrnmentality or politir<1l subcliYision ~ h111l not 
-

1-! he affected hy snch holding:". 
. . 
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RED TAG 

MEMORANDUM FOR: 

THROUGH: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

December 6, 1975 

MAX FRIEDERSDORF 

VERN LOEN I/II 
CHARLES LEPPERT ~· 
H. R. 10624 - Bankruptcy Act Amendments 

Ken Klee, of House Judiciary Committee, advises that H.R. 10624, 
Bankruptcy Act Amendments, is scheduled for consideration by the 
House on Tuesday, December 9, 1975, under an open rule with two 
hours of de bate. · 

There will be at least three amendments offered to the bill which are: 

1. An amendment to provide that the provisions of this bill 
shall be applicable only to cities having a population of 
one million or more. 

2. An amendment which will require the municipality to 
have a balanced budget prior to confirmation of a plan 
in bankruptcy, and 

3. An amendment providing for preference of creditors and 
avoidance of fraudulent transfers. 

'"..>' 



COMMITTEE. ON THE JUDICIARY 
H<?USE OF REPRESENTATIVES 

MEMORANDUM 

Dece!rt>er 8, 1975 

To: Charlie Leppert 
Fn:m: Ken Klee 

Fe: Holtzman Aneldments to H.R.10624 

Here are three sets of Holtzman 
amendments to H.R. 10624. The 
12/8 draft is the version that 
will be offered on the Floor with 
the 12/8 fallback offered if the 
other set fails. 

The 12/8 draft is a revision of the 
12/5 draft which we discussed over 
the Eilene· 

·: . .,:}. 

\,..('; 't ... 

~~, ....... ~,..,.rJ··-" 
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j ;, . n1>r·­'· ,., I <1 Ii' J I t--( u 

l--mcn&nent to H.R. 10624, As Re ?Jrted 

Offered by Ms. Holtz~an 

Page 3, line 23, beginning im.!1,ediately after 

"cebtedness", strike out all down throU<;h "equitable" 

on page 4, line 3, and insert in lieu thereof the following: 

the payment of interest and principal of ~hich 

may be guaranteed by the Unite~ States in 

accordance with section 99. 



?...:<1endrc-1ent to I-i.R. 10624, P.s Repor"!:.cd 

Offered by Ms. Holtznan 

Page 2, line 24, strike out "and". 

Page 3, strike out the period in line 5 and insert 

in lieu t!:ereof "; and". 

Page 3, immediately after line 5, insert the 

following new paragraph: 

"(10} 'certificate of indebtedness' mec.ns c ertificate 

issued under section 82 (b} (2), the payment of 

interest and principal of which may be guaranteed 

by the United States in accordance with section 99. 



>-, 

Ai~Gnd~ents to H.R. 10624, hs RG?Orted 

Offered by Ns . Holtzman 

Page 23, iz:unediately after line 8, insert tr,e 

following new sections: 

"Sec. 99. Certificates of Indebtedness. --

" (a) Certificates of indebted~ess permitted by 

the court under section 82 (b) (2) sl:-:all be issued for such 

consideration as is approve d by the court, u~on such terms 

and conditions, and with the highest security and ~riority 

over existing obligations, secured or unsecured, as in 

the particular case may be equitable. 

" {b) The guarantee fee for any certificate of 

indebtedness shall be determined by the court but shall not 

exceed 3-1/2 per centum per annum of the total principal 

aTtount outstanding. 

II (c) The Secretary of the Treasury shall be given 

notice of and shall have the right to appear at any ~earing 

on the issuance of certificates of indebtedness . 

II (d) The value of certificates of indebted~ess 

outstanding in a particular case at any one ti~e shall not 

exceed $2 billion, and the maturity o f a ny c ertificate of 

indebtedness issued under this chapter shall not exceed 

one year. 
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"(e) If the court finds that any or all certificates 

of indebtedness in a particular case can be sold without 

a guarantee by the United States, the court ~ay permit the 

issuance of such certificates without such guarantee. The 

limitations and requirements imposed by sucsections (b}, 

(c) and (d) shall not apply to such unguaranteed certificates. 

"Sec . 99a. Appropriations.-- There are authorized 

to be appropriated such sums as may be necessary from tirae 

to time for payments required as a consequence of the guarantee 

under this chapter of any certificate of indebtedness. 

Page 23, line 9, strike out "99" and insert in lieu 

thereof "100" 



l-.. Inendmen ts to 11 . R . 10624 , "'·s ?cportcd· 

Off erc:!d by ! ls . Eol t zman 

Page 2, line 24, strike out "and" . 

Page 3, strike out the period in line 5 and insert 

in lieu, thereof "; and 11
• 

I 

Page 3, ira.rnediately after line 5, insert the following 

new paragraph: 

II (10) 'certificate of incebtedness ' means certificate 

issued under section 82(b) (2), which constitutes a 

bill or note of the issui~g county, district , political 

subdivision , or municipality for the purposes of 

12 u.s.c. § 355. 



li..mendraents to H.R. 10621, As Reported 

Offered by Ns. Holtzman 

Page 23, irr~ediatcly after line 8, insert the 

following new section: 

"Sec. 99. Certificates of Incebtedness. --

Certificates of indebtedness permitted by the court under 

section 82(b) (2) shall constitute the bills or notes of 

the issuing county, district, political subdivision, or 

municipality for the purposes of 12 U.S.C. § 355. 

Page 23, line 9, strike out "99" and insert in 

lieu thereof "100". 



•. f- e1~; t ~ -(_ 
AmencL~ents to H.R. 10624, As Itite;eeuseQ.. 

Offered by Ms. ~oltzman 

Page 2, li~e 24, strike out "and". 

Page 3, strike out the period in line~and insert 

·in lieu thereof"; and". 

Page 3, iramediately after liner. insert the follO'wing 

new paragraph: 

"(10) 'certificate of inde~tedness' means certificate 

issued under section 82 (b) (2) , the payment of interest 

and principal of which are gt.:aranteed by the United 

States. 



,; 

. 
' 

~ ,L-

r:JSIJRJff 
It-!l.(J()r f e_/. 

k~endment to H.R. 10624, As ~ocucetl. 
Offered by Ms. Eoltzman 

Page 3, Jine ~, beginning i::~ediately after 

"debtedness", strik~ out.all down through "equitable" 

on page f;f, line .J, and insert in lieu therof the foll owing: 

the payment of interest and principal of 

which shall be guaranteed by the United States 

' . • 

i. 
i 
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• Ar.:end~ents to H.R. ]0624, As 
Offe:red by Ms. I:oltzman 

Page 23, irn.112dia tel y after 1 ine 8, insert the fol lowing 

new sections: 

"Sec. 99. Certificates of Incebtedness.--

"(a) Certificates of incebtecness permitted by the court 

under section 82(b} (2) shall be issued for such-consiceration 

as is approved by the court,u?on such terns and conditions, 

and with the highest security and priority over existing 

obligations, secured or unsecured, as in the particular case 

may be equitable. 

"(b} The-guarantee fee for any certificate of indebtednes 

shall be determined by the court but shall not exceed 3 1/2 

per centurn per annum of the total principal amount outstanding. 

"(c} The Secretary of the Treasury shall be given notice 

of and shall have the right to appear at any hearing on the 

issuance of certificates of indebtedness. 

"(d} The value of certificates of indebtedness 

outstandin~in a particular case at any one time- shall not ,.'). 
exceed '$-%-bill ion, and the r.:aturi ty of any certificate of 

indebtedness issued under this chapter shall not exceed one year 
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II ( e} If the court fines that any or all certificates 

of indebtedness in a particuJar case can be sold without a 

guarantee by the United States, the court ~ay permit the 

issuance of such certificates without such suarantee. The 

limitations and requirements imposed by subsections (b), (c) I 
! 

and (d} shalJ not appJy to such unguaranteec certificates. 

"Sec. 99a. Appropriations. -- There are authorized to 

be appropriated such sums as may be necessary from tirae to 

tirne for payments required as a consequence of the guarantee 

under this chapter of any certificate of incebtedness. 

Page 23, line'/' strike out "99" and insert in lieu 

thereof "JOO" 

i 

I 
l 
I 




