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§1101

Although chapter XI [chapter 11 of former title 11] of-
fers 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 con-
sent. Second, whereas a debtor corporation in chapter
X [chapter 10 of former title 11], upon the consumma-
tion 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 manage-
ment. The language of chapter 11 in the House amend-
ment solves these problems and thus increases the util-
ity 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 reha-
bilitation 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 per-
cent success rate suggests one of the reasons for the
unpopularity of chapter X.

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 dis-
cussion of the differences between the House bill, Sen-
ate 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.

Editorial Notes
AMENDMENTS

2019—Pub. L. 116-54, §2(b), Aug. 23, 2019, 133 Stat. 1084,
added subchapter V heading and items 1181 to 1195.

2006—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. 97449, §5(a)(1), Jan. 12, 1983, 96 Stat.
2442, substituted ‘‘subtitle IV of title 49 for ‘‘Inter-
state Commerce Act’’ in item 1166.

SUBCHAPTER I—OFFICERS AND
ADMINISTRATION

§1101. Definitions for this chapter

In this chapter—

(1) ““debtor in possession’ means debtor ex-
cept 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;
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(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 sub-
stantially 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 substan-
tial 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 manage-
ment 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 $6 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 re-
lated to the reorganization of a public company, as so
defined.

Both requirements must be met: liabilities, excluding
tax obligations and trade liabilities, must be $56 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 addi-
tional committees of creditors or of equity secu-
rity holders as the United States trustee deems
appropriate.

(2) On request of a party in interest, the court
may order the appointment of additional com-
mittees 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 sub-
chapter V of this chapter.

(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 nec-
essary 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 in-
clude a creditor that is a small business concern
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