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which provides for a trustee to be appointed for the
purpose of pursuing an action under an avoiding power,
if the debtor refuses to do so. This section is necessary
because a municipality might, by reason of political
pressure or desire for future good relations with a par-
ticular creditor or class of creditors, make payments to
such creditors in the days preceding the petition to the
detriment of all other creditors. No change in the elect-
ed officials of such a city would automatically occur
upon filing of the petition, and it might be very awk-
ward for those same officials to turn around and de-
mand the return of the payments following the filing of
the petition. Hence, the need for a trustee for such pur-
pose.

The general avoiding powers are incorporated by ref-
erence in section 901 and are broader than under cur-
rent law. Preference, fraudulent conveyances, and
other kinds of transfers will thus be voidable.

Incorporated by reference also is the power to accept
or reject executory contracts and leases (section 365).
Within the definition of executory contracts are collec-
tive bargaining agreements between the city and its
employees. Such contracts may be rejected despite con-
trary State laws. Courts should readily allow the rejec-
tion of such contracts where they are burdensome, the
rejection will aid in the municipality’s reorganization
and in consideration of the equities of each case. On the
last point, ‘‘[e]quities in favor of the city in chapter 9
will be far more compelling than the equities in favor
of the employer in chapter 11. Onerous employment ob-
ligations may prevent a city from balancing its budget
for some time. The prospect of an unbalanced budget
may preclude judicial confirmation of the plan. Unless
a city can reject its labor contracts, lack of funds may
force cutbacks in police, fire, sanitation, and welfare
services, imposing hardships on many citizens. In addi-
tion, because cities in the past have often seemed im-
mune to the constraint of “‘profitability’ faced by pri-
vate businesses, their wage contracts may be relatively
more onerous than those in the private sector.” Execu-
tory Contracts and Municipal Bankruptcy, 85 Yale L. J.
957, 965 (1976) (footnote omitted). Rejection of the con-
tracts may require the municipalities to renegotiate
such contracts by state collective bargaining laws. It is
intended that the power to reject collective bargaining
agreements will pre-empt state termination provisions,
but not state collective bargaining laws. Thus, a city
would not be required to maintain existing employ-
ment terms during the renegotiation period.

Editorial Notes
AMENDMENTS
1988—Pub. L. 100-597 designated existing provisions as
subsec. (a) and added subsec. (b).
Statutory Notes and Related Subsidiaries
EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-597 effective Nov. 3, 1988,
but not applicable to any case commenced under this
title before that date, see section 12 of Pub. L. 100-597,
set out as a note under section 101 of this title.

§927. Limitation on recourse

The holder of a claim payable solely from spe-
cial revenues of the debtor under applicable non-
bankruptcy law shall not be treated as having
recourse against the debtor on account of such
claim pursuant to section 1111(b) of this title.

(Added Pub. L. 100-597, §7(2), Nov. 3, 1988, 102
Stat. 3029.)
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PRIOR PROVISIONS

A prior section 927 was renumbered section 930 of this
title.
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Statutory Notes and Related Subsidiaries
EFFECTIVE DATE

Section effective Nov. 3, 1988, but not applicable to
any case commenced under this title before that date,
see section 12 of Pub. L. 100-597, set out as an Effective
Date of 1988 Amendment note under section 101 of this
title.

§928. Post petition effect of security interest

(a) Notwithstanding section 552(a) of this title
and subject to subsection (b) of this section, spe-
cial revenues acquired by the debtor after the
commencement of the case shall remain subject
to any lien resulting from any security agree-
ment entered into by the debtor before the com-
mencement of the case.

(b) Any such lien on special revenues, other
than municipal betterment assessments, derived
from a project or system shall be subject to the
necessary operating expenses of such project or
system, as the case may be.

(Added Pub. L. 100-597, §8, Nov. 3, 1988, 102 Stat.
3029.)

Statutory Notes and Related Subsidiaries
EFFECTIVE DATE

Section effective Nov. 3, 1988, but not applicable to
any case commenced under this title before that date,
see section 12 of Pub. L. 100-597, set out as an Effective
Date of 1988 Amendment note under section 101 of this
title.

§ 929. Municipal leases

A lease to a municipality shall not be treated
as an executory contract or unexpired lease for
the purposes of section 3656 or 502(b)(6) of this
title solely by reason of its being subject to ter-
mination in the event the debtor fails to appro-
priate rent.

(Added Pub. L. 100-597, §9, Nov. 3, 1988, 102 Stat.
3030.)

Statutory Notes and Related Subsidiaries
EFFECTIVE DATE

Section effective Nov. 3, 1988, but not applicable to
any case commenced under this title before that date,
see section 12 of Pub. L. 100-597, set out as an Effective
Date of 1988 Amendment note under section 101 of this
title.

§930. Dismissal

(a) After notice and a hearing, the court may
dismiss a case under this chapter for cause, in-
cluding—

(1) want of prosecution;

(2) unreasonable delay by the debtor that is
prejudicial to creditors;

(3) failure to propose a plan within the time
fixed under section 941 of this title;

(4) if a plan is not accepted within any time
fixed by the court;

(5) denial of confirmation of a plan under
section 943(b) of this title and denial of addi-
tional time for filing another plan or a modi-
fication of a plan; or

(6) if the court has retained jurisdiction
after confirmation of a plan—

(A) material default by the debtor with re-
spect to a term of such plan; or
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(B) termination of such plan by reason of
the occurrence of a condition specified in
such plan.

(b) The court shall dismiss a case under this
chapter if confirmation of a plan under this
chapter is refused.

(Pub. L. 95-598, Nov. 6, 1978, 92 Stat. 2623, §927;
Pub. L. 98-353, title III, §496, July 10, 1984, 98
Stat. 384; renumbered §930, Pub. L. 100-597, §7(1),
Nov. 3, 1988, 102 Stat. 3029.)

HISTORICAL AND REVISION NOTES
LEGISLATIVE STATEMENTS

Section 927(b) of the House amendment is derived
from section 927(b) of the Senate bill. The provision re-
quires mandatory dismissal if confirmation of a plan is
refused.

The House amendment deletes section 929 of the Sen-
ate amendment as unnecessary since the bankruptcy
court has original exclusive jurisdiction of all cases
under chapter 9.

The House amendment deletes section 930 of the Sen-
ate amendment and incorporates section 507(a)(1) by
reference.

SENATE REPORT NO. 95-989

Section 927 conforms to section 98 of current law [sec-
tion 418 of former title 11]. The Section permits dis-
missal by the court for unreasonable delay by the debt-
or, failure to propose a plan, failure of acceptance of a
plan, or default by the debtor under a conformed plan.
Mandatory dismissal is required if confirmation is re-
fused.

HOUSE REPORT NO. 95-595

Section 926 [enacted as section 927] generally con-
forms to section 98(a) [section 418(a) of former title 11]
of current law. Stylistic changes have been made to
conform the language with that used in chapter 11, sec-
tion 1112. The section permits dismissal by the court
for unreasonable delay by the debtor that is prejudicial
to creditors, failure to propose a plan, failure of con-
firmation of a plan, or material default by the debtor
under a confirmed plan. The only significant change
from current law lies in the second ground. Currently,
section 98(a)(2) provides for dismissal if a proposed plan
is not accepted, and section 98(b) requires dismissal if an
accepted plan is not confirmed. In order to provide
greater flexibility to the court, the debtor, and credi-
tors, the bill allows the court to permit the debtor to
propose another plan if the first plan is not confirmed.
In that event the debtor need not, as under current law,
commence the case all over again. This could provide
savings in time and administrative expenses if a plan is
denied confirmation.

Editorial Notes

AMENDMENTS
1984—Subsec. (b). Pub. L. 98-353 substituted ‘‘con-
firmation of a plan under this chapter’ for ‘‘confirma-
tion”.
Statutory Notes and Related Subsidiaries
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
5562(a) of Pub. L. 98-353, set out as a note under section
101 of this title.

SUBCHAPTER III—THE PLAN
§941. Filing of plan

The debtor shall file a plan for the adjustment
of the debtor’s debts. If such a plan is not filed
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with the petition, the debtor shall file such a
plan at such later time as the court fixes.

(Pub. L. 95-598, Nov. 6, 1978, 92 Stat. 2624.)
HISTORICAL AND REVISION NOTES
SENATE REPORT NO. 95-989

Section 941 gives the debtor the exclusive right to
propose a plan, and directs that the debtor propose one
either with the petition or within such time as the
court directs. The section follows section 90(a) of cur-
rent law [section 410(a) of former title 11].

§ 942. Modification of plan

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 this chapter. After the debt-
or files a modification, the plan as modified be-
comes the plan.

(Pub. L. 95-598, Nov. 6, 1978, 92 Stat. 2624.)
HISTORICAL AND REVISION NOTES
LEGISLATIVE STATEMENTS

The House amendment deletes section 942 of the Sen-
ate amendment in favor of incorporating section 1125
by cross-reference. Similarly, the House amendment
does not incorporate section 944 or 945 of the Senate
amendment since incorporation of several sections in
chapter 11 in section 901 is sufficient.

SENATE REPORT NO. 95-989

Section 942 permits the debtor to modify the plan at
any time before confirmation, as does section 90(a) of
current law [section 410(a) of former title 11].

§943. Confirmation

(a) A special tax payer may object to con-
firmation of a plan.
(b) The court shall confirm the plan if—

(1) the plan complies with the provisions of
this title made applicable by sections 103(e)!
and 901 of this title;

(2) the plan complies with the provisions of
this chapter;

(3) all amounts to be paid by the debtor or
by any person for services or expenses in the
case or incident to the plan have been fully
disclosed and are reasonable;

(4) the debtor is not prohibited by law from
taking any action necessary to carry out the
plan;

(5) except to the extent that the holder of a
particular claim has agreed to a different
treatment of such claim, the plan provides
that on the effective date of the plan each
holder of a claim of a kind specified in section
507(a)(2) of this title will receive on account of
such claim cash equal to the allowed amount
of such claim;

(6) any regulatory or electoral approval nec-
essary under applicable nonbankruptcy law in
order to carry out any provision of the plan
has been obtained, or such provision is ex-
pressly conditioned on such approval; and

(7) the plan is in the best interests of credi-
tors and is feasible.

(Pub. L. 95-598, Nov. 6, 1978, 92 Stat. 2624; Pub. L.
98-353, title III, §497, July 10, 1984, 98 Stat. 384;

1See References in Text note below.
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