Chapter 16 and the Restructuring of Funded Debt

National Bankruptcy Conference

The National Bankruptcy Conference has prepared of a proposed new
chapter of the Bankruptcy Code. This new chapter 16 would provide for a
simplified proceeding that would enable a debtor and a supermajority of
creditors holding funded debt such as debentures or bank debt to
restructure the funded debt under judicial supervision, without impairing
the rights of other creditors, vendors, employees, or other stakeholders of
the debtor, and without all the other complexities, costs, and potential
delays of chapter 11. Having such a streamlined process available in the
United States would fill an important gap in our country’s current
bankruptcy law. This reform would make it unnecessary for businesses to
seek similar relief abroad.

The National Bankruptcy Conference is a small, nonpartisan, self-
funded group of sixty lawyers, academics, and judges committed to
bankruptcy reform. The NBC first came together at the urging of Congress
in the 1930s when Congress wanted to understand the consensus views of
experts who brought a wide range of perspectives to bear on bankruptcy.
The NBC has met regularly and has been committed to bankruptcy reform
ever since. The NBC played an instrumental role in the 1938 Chandler Act
and every major piece of bankruptcy legislation since then.

The NBC presents proposals only when they reflect a strong consensus
within the Conference that they will improve our bankruptcy laws. Most
recently, the NBC put forward the initial proposal that ultimately led to
Congress’s adoption of subchapter V of chapter 11 in 2019. Widely
recognized as an unequivocal success, subchapter V’s streamlined
restructuring regime has allowed for the successful reorganizations of many
small businesses that would have found a full-scale chapter 11 too
expensive.

Chapter 16 would simplify the process for restructuring funded debt,
such as bonds, indentures, and credit agreements. Under current law, a
company that needs to restructure its funded debt generally has only two
options in the United States: (1) obtain unanimous approval of the funded
debt holders to the restructuring, or (2) commence a full-scale chapter 11
case. The consequence is that, even when the vast majority of debt holders
support the restructuring, a few non-consenting holdouts can force a
complex, costly, and potentially disruptive and time-consuming chapter 11
that could harm the company and its employees, customers, suppliers,
landlords, and other creditors.



The difficulty of restructuring funded debt under the Bankruptcy Code
stands in distinct contrast to the law in the United Kingdom, where it is
possible to reorganize a single tranche of funded debt without affecting the
business’s other creditors, its workers, or any other aspect of its operations.
To give a recent example, Fossil, a Delaware incorporated, Texas
headquartered, and NASDAQ-traded public firm with debt issued under
New York law, was reorganized in London using an English scheme of
arrangement.

We believe that the time has come for a proposal, such as the one we
provide here, that allows for a limited restructuring of discrete tranches of
debt, but at the same time ensures that there is enough judicial oversight to
protect all stakeholders. Chapter 11 has long set the gold standard for the
rest of the world in the way it has enabled large firms to reorganize
successfully. But when it comes to restructuring funded debt, chapter 11 is
lagging behind foreign alternatives.

This chapter 16 to the Bankruptcy Code would be a summary
proceeding for the limited purpose of modifying the rights of one or more
classes of claims for borrowed money under an indenture or other loan
agreement. Chapter 16 would be a streamlined version of chapter 11, but it
would apply only to claims for “borrowed money” under “loan agreements”
(e.g., bonds, credit lines, and guarantees thereof). Only these could be
1impaired or otherwise affected by the plan. All other claims against the
debtor (e.g., trade creditors, employees, customer claims, landlords, and
personal injury claimants) would be unimpaired and not subject to any
automatic stay.

The new chapter would make it easier for creditors to bargain with each
other. Existing law makes out-of-court workouts difficult, because a single
holdout can force a chapter 11 filing. These difficulties can lead to expensive
Liability management exercises that both distort the rights of similarly
situated creditors and may force chapter 11 filings even when an
overwhelming majority of the holders of the relevant class of funded debt
support a modification of its terms, and the debtor does not otherwise need
relief under the Bankruptcy Code. Chapter 16 would provide a quicker,
lower-cost alternative to chapter 11 in these circumstances. It also would
provide a U.S. alternative to foreign restructuring schemes that do not
necessarily offer creditors sufficient protection from advantage-taking.



National Bankruptcy Conference
Executive Summary of 2025 Chapter 16 Proposal

The National Bankruptcy Conference (“NBC”) is a voluntary, nonpartisan, not-for-profit
organization composed of about sixty of the nation’s leading bankruptcy judges, academics, and
practitioners. It has provided advice to Congress on bankruptcy legislation for nearly eighty
years.

In 2015, the NBC proposed adding a new chapter to the Bankruptcy Code that would more
efficiently resolve financial distress caused primarily by a company’s funded debt. Specifically,
this new chapter, “chapter 16,” would be a summary proceeding for the limited purpose of
modifying the rights of one or more classes of claims for borrowed money under an indenture or
other loan agreement. In short, chapter 16 would be a streamlined version of chapter 11, but only
claims for “borrowed money” under “loan agreements” (e.g., bonds, credit lines, and guarantees
thereof) could be impaired or otherwise affected by the plan. All other claims against the debtor
(e.g., trade, personal injury, and employees) would be unimpaired and not subject to any automatic
stay.

The primary purpose of chapter 16 is to address unanimity requirements for debt
modification, including those imposed by many credit agreements, indentures, and section 316 of
the Trust Indenture Act. These requirements make out-of-court workouts difficult and may force
chapter 11 filings even when an overwhelming majority of the holders of a class of funded debt
support a modification of its terms, and the debtor does not otherwise need relief under the
Bankruptcy Code. Chapter 16 would provide a quicker, lower-cost alternative to chapter 11 in
these circumstances. It also would provide a U.S. alternative to foreign restructuring schemes,
which are often perceived as more streamlined, efficient, and cost-effective than chapter 11.

Since its initial 2015 proposal, the NBC has revisited and refined the chapter 16 proposal
to reflect changes in both restructuring practice and capital markets. The following summary
highlights some of the key provisions of the NBC’s current chapter 16 proposal, including changes
made that introduced in 2015:

Who May Be A Debtor. A non-individual (e.g. corporation, LLC, or partnership) that is
eligible for chapter 11 and owes debts for borrowed money under a loan agreement. Section 2(b)
(amending 11 U.S.C. § 109).

Petition. Only voluntary petitions. Section 2(h), proposed § 1602 (incorporating 11
U.S.C. § 301, but not § 303).

Single Filer For Affiliated Groups Permitted; “Included Co-Obligors”. This is a
proposed change from the 2015 proposal. In order to streamline the process and reduce potential
costs and disruptions, the revised proposal allows a single member of an affiliated corporate group
to file a chapter 16 petition for the purpose of modifying not only its own obligations under one or
more loan agreements, but also those of other, non-filing members of the affiliated group that are
co-liable for the same obligations. The filing debtor may elect to include non-filed affiliates
(defined as “included co-obligors”) in the restructuring, provided that the affiliates are co-liable
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with the debtor for borrowed money under a loan agreement and would otherwise be eligible for
chapter 16 (i.e., non-individuals that are eligible for chapter 11). Section 2(h), proposed § 1601(1)
& (3) (definitions of “co-obligor” and “included co-obligor”) & § 1621 (debtor must identify co-
obligors in the schedules filed with the petition).

The included co-obligors effectively would be treated the same as the debtor and subject
to the same rights and limitations imposed by chapter 16. However, because it is possible that
some affiliates will not be aligned with the debtor (e.g., a partially-owned subsidiary with
independent management), an affiliate may elect not be included in the restructuring, in which
case it generally will receive none of the benefits or burdens.! Section 2(h), proposed § 1645(d).

As with the chapter 16 debtor, the non-filed included co-obligors would not be discharged
or otherwise released of any liability other than loan agreement claims that are impaired under the
plan. Indeed, chapter 16 expressly prohibits broader third-party releases or injunctions. Section
2(h), proposed §§ 1626, 1627.

Effect Of Filing.

No Estate Or Estate-Related Restrictions. No estate is created upon the filing,
and chapter 16 does not incorporate most Code provisions that govern the operation and
disposition of property of the estate, such as §§ 363, 364, and 365. Section 2(h), proposed
§ 1602. No avoiding powers are vested in the estate or debtor. /d. The Code’s provisions
governing employment and compensation of professionals also do not apply.

Limited Automatic Stay. The automatic stay does not apply, except with respect
to claims against the debtor and included co-obligors for borrowed money under the loan
agreements that are proposed to be impaired under the plan. Section 2(h), proposed § 1625.
This is a proposed change from the 2015 proposal, which had no automatic stay
whatsoever.

No Effect On Rights Of Creditors Except For Loan Agreement Claims. No
creditor rights or executory contracts are affected by the filing, except for (i) claims for
borrowed money under the loan agreements that are to be impaired under the plan, and (i1)
ipso facto contractual rights that may be triggered by the filing. Section 2(h), proposed §§
1626, 1627. No stays of non-borrowed money claims (even temporary ones) are permitted
(and are in fact expressly prohibited).

Tolling Of Avoidance Actions. Bankruptcy and non-bankruptcy periods to avoid
transfers and obligations are tolled during the chapter 16 case. Section 2(h), proposed §
1623.

The Plan.

' An exception to this involves the treatment of ipso facto defaults caused by the debtor’s chapter 16 filing, which are
excused as to all of the debtor’s affiliates, regardless of whether they are “included co-obligors.” Section 2(h),
proposed § 1626.



Only Debtor May File. Section 2(h), proposed § 1641.
Filed With The Petition. Section 2(h), proposed § 1641.

Classification And Impairment Of Loan Agreement Claims Only. The plan
may classify only claims against the debtor and included co-obligors for borrowed money
under loan agreements (e.g., primary obligations and guarantees under notes, indentures,
and credit agreements). No other types of claims (e.g., trade, tort, and employees) may be
classified or impaired by the plan.

Disclosure Statement And Solicitation. Generally the same rules as in chapter
11. A disclosure statement is required if the debtor is going to solicit acceptances during
the case (prepetition solicitation is also permitted as in chapter 11). Section 2(h), proposed
§ 1602 (incorporating § 1125) & §§ 1641, 1647.

Acceptance. 2/3 in dollar amount, but no numerosity requirement. Votes of
insiders and holders who have interests that are adverse to the class because of other
economic interests are not counted. Section 2(h), proposed § 1645.

Confirmation. No cram down — all impaired classes must accept the plan.
Confirmation requires include good faith and best interests test, which is applied on a
consolidated basis for the debtor and all included co-obligors. Section 2(h), proposed §
1648.

Deadline To Confirm. Generally 90 days, which may be extended by the Court
to no more than 150 days. Section 2(h), proposed § 1629.

Effect Of Confirmation. Impaired loan agreement claims against the debtor and
included co-obligors are discharged, except as provided in the plan.

Notice And Related Rule Amendments. T7his is a proposed addition to the 2015
proposal. Section 3 would direct the Judicial Conference to promulgate rules to provide notice to
(a) impaired creditors of the bar date, the disclosure statement hearing, and the confirmation
hearing, (b) all creditors and equity holders of the commencement of the case, and (c) co-obligors
of the commencement of the case, the disclosure statement hearing, and confirmation hearing, and
the deadline to elect to be included co-obligors. These would be the minimum notice requirements,
and the court may order such notices also to go to “such other persons as the court may order.”

SECTION BY SECTION SUMMARY:

Section 1:  Title of Act.
Section 2:  Amendments to existing Code sections.

(a) Only chapters 1 and 16 apply in a chapter 16 case (chapters 3, 5, and 11 do not
apply, except as expressly provided in section 1601(a)).
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1601:

1602

1602:

1603:

1621:

1622:

1623:

1624:

(b) Eligibility for chapter 16 is the same as for chapter 11, except (i) an individual
cannot be a debtor, and (ii) the debtor must have debt for borrowed money under a
“loan agreement” (defined in proposed section 1602 as including a credit agreement
or indenture).

(c) Adds reference to chapter 16 in section 524(a)(1) effect-of-discharge provision.
(d) Amends section 1511 to change the effects of recognition of a foreign proceeding
when the foreign representative invokes chapter 16; ensures that recognition does not
cause the application of various Code provisions that are excluded from chapter 16.
(e) Imposes filing fee for a chapter 16 case equal to fee for chapter 11 case.

(f) Treats a debtor under chapter 16 as a “trustee” for purposes of 28 U.S.C. § 959(b).
(g) Amends table of contents for U.S. Code.

(h) Adds chapter 16.

Additional or modified definitions for chapter 16.

Incorporates various provisions of chapters 3, 5, and 11, but excludes among others:
(1) involuntary cases (§ 303), (ii) trustees and examiners (§§ 321-326, 1104-1105),
(ii1) official committees (§ 1103), (iv) retention and compensation of professionals
(§§ 327-331), (v) adequate protection and the automatic stay (§§ 361-362, but see
limited automatic stay in § 1625), (vi) court approval for sales (§ 363), (vii) court
approval for financing (§ 364), (viii) treatment of executory contracts and leases
(§ 365), (ix) creation of an estate (§ 541), and (x) the avoiding powers (§§ 544-551).
Additional or modified definitions for chapter 16.

Right to be heard — similar to section 1109.

Debtor shall file schedules of the impaired loan agreement claims and identify co-
obligors.

Proofs of claim are only filed by creditors in impaired class and do not need to be
filed if listed on the debtor’s schedules (other than listed as disputed, contingent, or
unliquidated).

Tolls avoiding power limitation periods during a chapter 16 case.

Debtor may operate its business, whether or not in ordinary course.



1625:

1626:

1627

1628:

1629:

1641:

1642:

1643:

1644:

1645:

The automatic stay will only apply to claims against the debtor and included co-
obligors for borrowed money under loan agreements that are to be impaired under
the plan.

Overrides application of ipso facto clauses vis-a-vis the debtor and its affiliates (i) as
to all parties, if based upon the filing of the chapter 16 case, and also (ii) as to
impaired creditors, if based upon the debtor’s or included co-obligor’s insolvency or
financial condition. Prohibits governmental revocation or suspension based upon
chapter 16 filing.

Unimpaired creditors’ rights are not affected, except as provided in section 1626, or
if a chapter 7 or 11 case is commenced for the debtor.

Chapter 16 does not preclude the filing of a chapter 7 or 11 case (including an
involuntary case). However, an involuntary case commenced by impaired creditors
is suspended, unless the court orders otherwise (this suspension will end if a chapter
16 plan is confirmed, the chapter 16 case is dismissed, or it is more than 90 days after
the commencement of the chapter 16 case, unless the court extends the time for cause
up to 150 days after the commencement of the case).

Debtor has right to dismiss case. Case shall be dismissed if plan is not confirmed
within 90 days (unless extended for cause up to 150 days), or if confirmation is denied
because an impaired class has rejected the plan. Case cannot be converted.

Only debtor can file plan, which must be filed with the petition.

Claims must be classified with similar claims, but similar claims against the debtor
and included co-obligors may be included in a single class. Cannot classify an
undersecured creditor’s deficiency claim with unsecured creditors.

Plan shall (i) designate impaired classes (which can only be claims arising under or
relating to a loan agreement), (ii) specify treatment of impaired classes, (iii) leave
unimpaired all other creditors, and (iv) provide for the same treatment for all creditors
in each impaired class (except those creditors who participated in plan process may
receive reimbursement of fees).

Claim is impaired unless the plan leaves unaltered the legal, equitable, and
contractual rights to which such claim entitles the holder of such claim.

Plan must be accepted by creditors holding at least 2/3 in amount of claims in each
impaired class (no numerosity requirement, and 2/3 requirement excludes votes of
insiders and affiliates, and of parties that have a conflicting interest that is “adverse
to the interest of the class” that is “of greater importance and economic value to the
holder than the claim of the holder in the class”). Limits waivers and transfers of
right to vote. Co-obligors may elect to be included co-obligors under the plan.



1646:

1647:

1648:

1649:

1650:

Section 3.

Debtor may modify a plan at any time before confirmation, but may not if the plan
as modified fails to meet the requirements of sections 1642 and 1643.

If the debtor solicits acceptances postpetition, the debtor must file a disclosure
statement with the petition and the court must approve it.

Court shall confirm the plan only if (i) the debtor and plan comply with the applicable
Code requirements, (ii) plan is proposed in good faith and not be any means
prohibited by law, (iii) payments made to holders of impaired claims and their
professionals are disclosed, (iv) each impaired class has accepted the plan (no cram
down), and (v) the best interests test is satisfied as to each holder of a claim in an
impaired class (except with respect to value given up with respect to lien rights that
also could have been given up by a vote of the class outside of the chapter 16 case).
In the event there are included co-obligors, the best interests test is applied on a
consolidated basis. Consent fees and exit financing fees must be offered to all
creditors in class.

Plan binds the debtor, included co-obligors, and holders of impaired claims. Impaired
claims are discharged except as provided in the plan.

Court shall close case after effective date. Case may be reopened.

Directs the Judicial Conference to promulgate rules to provide notice to (a) impaired
creditors of the bar date, the disclosure statement hearing, and the confirmation
hearing, (b) all creditors and equity holders of the commencement of the case, and (c)
co-obligors of the commencement of the case, the disclosure statement hearing, and
confirmation hearing, and the deadline to elect to be included co-obligors. These
would be the minimum notice requirements, and the court may order such notices to
also go to “such other persons as the court may order.”
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DRAFT AS OF 5/25/2025

Title: To amend title 11, United States Code, to add a new Bankruptcy Code chapter relating to
the adjustment of debts for borrowed money, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the “Expedited Reorganization Act of 2025”.

SEC. 2. AMENDMENTS.

(a) Applicability of Chapters.—Section 103 of title 11, United States Code, is amended by
adding at the end the following:

“(m)(1) Chapters 1 and 16 and the sections identified in section 1602(a) apply in a case under
chapter 16.

“(2) Chapter 16 applies only in a case under such chapter.”.

(b) Who May Be a Debtor.—Section 109 of title 11, United States Code, is amended by
adding at the end the following:

“(i) Only a person, other than an individual, a railroad, an uninsured State member bank, and a
corporation organized under section 25A of the Federal Reserve Act which operates, or operates
as, a multilateral clearing organization pursuant to section 409 of the Federal Deposit Insurance
Corporation Improvement Act of 1991, that may be a debtor under chapter 11 and owes, on the
date of the filing of the petition, a debt for borrowed money under a loan agreement may be a
debtor under chapter 16.”.

(c) Effect of Discharge.—Section 524(a)(1) of title 11, United States Code, is amended by
striking “, or 1328” and inserting “, 1328, or 1649”.

(d) Commencement of Case by a Foreign Representative.—Section 1511 of title 11, United
States Code, is amended by adding at the end the following:

“(c) If a foreign representative of a debtor commences a case under chapter 16—

“(1) sections 1520, 1521(a), and 1521(e) do not apply in a case regarding the debtor
under chapter 15, while the case commenced by the foreign representative of the debtor
under chapter 16 is pending; and

“(2) the foreign representative may not initiate an action under section 1523 in the
chapter 16 case.”.

(e) Bankruptcy Fees.—Section 1930(a)(3) of title 28, United States Code, is amended by
inserting “or under chapter 16 of title 11,” before “$1,167”.

(f) Trustees and Receivers Suable; Management; State Laws.—Section 959(b) of title 28,
United States Code, is amended by inserting at the end of the section the following:

“For purposes of this subsection, the term ‘trustee’ includes a debtor under chapter 16 of title
11.”.
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(g) Clerical Amendment.—The table of chapters for title 11, United States Code, is amended
by inserting after the item relating to chapter 15 the following:

“16. Adjustment of debts for borrowed money
1601

(h) Chapter 16 Bankruptcy.—Title 11, United States Code, is amended by inserting after
chapter 15 the following:

“CHAPTER 16—ADJUSTMENT OF DEBTS FOR
BORROWED MONEY

“SUBCHAPTER [—GENERAL PROVISIONS

“Sec.

“1601. Definitions.

“1602. Applicability of sections.
“1603. Right to be heard.

“SUBCHAPTER II—CASE ADMINISTRATION

“1621. Schedule of liabilities and co-obligors.

“1622. Claims.

“1623. Tolling of time periods.

“1624. Rights of the debtor.

“1625. Automatic stay.

“1626. Termination or modification of rights and obligations.
“1627. Rights of creditors under nonbankruptcy law.

“1628. Commencement of a case under chapter 7 or 11.

“1629. Dismissal and conversion.

“SUBCHAPTER III—THE PLAN

“1641. Filing of plan and disclosure statement.
“1642. Classification of claims.

“1643. Contents of plan.

“1644. Impairment of classes of claims.

“1645. Acceptance of plan and co-obligor election.
“1646. Modification of plan.

“1647. Disclosure statement hearing.

“1648. Confirmation of plan.
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“1649. Effect of confirmation.

“1650. Closing and reopening cases.
“Subchapter [-——General Provisions
“1601. Definitions of this chapter

“In a case under this chapter:

“(1) BORROWED MONEY.—The term ‘borrowed money’ includes a reimbursement
obligation in respect of a letter of credit.

“(2) Co-0OBLIGOR.—The term ‘co-obligor’ means a person, other than an individual,
that—

“(A) may be a debtor under this chapter;
“(B) is an affiliate; and

“(C) is liable with the debtor for a claim that the plan classifies in an impaired class
under section 1642(b).

“(3) EXIT FINANCING.—The term ‘exit financing’ means—
“(A) a loan or other financing to, or for the benefit of, the debtor under the plan; or

“(B) the purchase of a debt or equity security issued by, or for the benefit of, the
debtor under the plan.

“(4) INCLUDED CO-OBLIGOR—The term ‘included co-obligor’ means a co-obligor that—
“(A) has timely made the election under section 1645(d); and
“(B) has not timely withdrawn such election under section 1646(c).

“(5) LOAN AGREEMENT.—The term ‘loan agreement’ means an agreement under which a
claim against the debtor or a co-obligor for borrowed money arises, or that evidences such a
claim, including a credit agreement, a promissory note, a security constituting or evidencing
a claim against the debtor or a co-obligor for borrowed money, a trust or other indenture
under which such a security is outstanding, or any security agreement or arrangement or
other credit enhancement related to any of the foregoing, including any guarantee by the
debtor or a co-obligor of any of the foregoing.

“(5) PROFESSIONAL FEES.—The term ‘professional fees’ means compensation and
reimbursement of expenses paid or to be paid to an attorney or other professional person.

“(6) PROPERTY OF THE ESTATE.—Except as provided in section 1625, the term ‘property
of the estate’ means property of the debtor.

“(7) QUALIFIED HOLDER.—The term ‘qualified holder’ means a person that is qualified
under applicable nonbankruptcy law to participate in the exit financing.

“(8) TRUSTEE.—The term ‘trustee’ means the debtor.

“1602. Applicability of sections
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“(a) Applicable Sections.—Sections 301, 305, 306, 342, 349(a), 502(a), 502(b)(1), 502(b)(2),
502(b)(9), 502(e), 502(j), 509, 510(a), 524(e), 553(a)(1), 1109(a), 1125, 1126(a), 1126(b),
1126(e), 1142, 1143, 1144, 1145, and 1146 apply in a case under this chapter.

“(b) Applicability of Definitions.—A term used in a section that applies in this chapter under
subsection (a) or section 103(/) has the meaning of the term as used in that section, except—

“(1) a term defined under section 1601 has the meaning given the term in section 1601;
and

“(2) the term ‘affiliate participating in a joint plan with the debtor’ as used in section
1145 includes an included co-obligor.

“(c) Claims Under Section 1622.—A reference to a claim filed under section 501 in a section
made applicable in a case under this chapter under subsection (a) or section 103(/) includes a
claim filed or deemed filed under section 1622.

“1603. Right to be heard

“In a case under this chapter, any party in interest, including the debtor, a co-obligor, a
creditor, an equity security holder, or any indenture trustee, may raise, and may appear and be
heard on, any issue in the case.

“SUBCHAPTER II—CASE ADMINISTRATION
“1621. Schedule of liabilities and co-obligors

“The debtor must file with the petition a schedule of liabilities regarding the claims in each
impaired class under the plan that—

“(a) includes for such claims the information required for a schedule of liabilities filed
under section 521(a)(1)(B)(i); and

“(b) identifies any co-obligor that is liable with the debtor for such claims.

“1622. Claims

“(a) In General.—A holder of a claim in an impaired class under the plan or an indenture
trustee under an indenture under which such claim arises may file a proof of claim.

“(b) Section 1621 Schedule.—Any claim on the schedule filed under section 1621 is deemed
filed under subsection (a), unless such claim is listed as disputed, contingent, or unliquidated.

“(c) Other Filers.—If a creditor does not timely file a proof of claim under subsection (a), the
debtor, an entity that is liable to the creditor with the debtor, or an entity that has secured the
creditor, may file a proof of such creditor’s claim.

“(d) Failure to File.—The rights of a holder of a claim that is not in an impaired class under
the plan is not, with respect to such claim, affected, modified, or limited by the failure of the
holder of the claim to file a proof of the claim in a case under this chapter.

“(e) Unimpaired Claims.—
“(1) IN GENERAL.—Notwithstanding section 502(a), a proof of claim filed by a creditor
regarding a claim that is not in an impaired class under the plan has no force or effect.
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“(2) RIGHTS OF THE DEBTOR.—Any rights, objections, defenses, offsets, or counterclaims
of the debtor relating to a claim described in paragraph (1) are not affected, modified, or
limited by the filing of a proof of such claim or the failure to object to a proof of such claim.

“1623. Tolling of time periods

“(a) As each relates to the debtor, to a co-obligor that elects under section 1645(d) to become
an included co-obligor, or to claims against the debtor or such co-obligor, each time period
specified in sections 547, 548, 549, 550(c), and 553, and each time period in applicable
nonbankruptcy law described in sections 544(b) and 546(b), is tolled upon the commencement of
a case under this chapter.

“(b) The tolling provided in subsection (a) of this section terminates 7 days after the earliest
of—

“(1) the effective date of the plan;
“(2) dismissal of the case; and

“(3) with respect to a co-obligor that elects to be an included co-obligor under section
1645(d) or claims against such co-obligor, withdrawal of such co-obligor’s election under
section 1646(c).

“1624. Rights of the debtor

“Without notice or a hearing, and regardless of the ordinary course of business of the debtor,
the debtor may—

“(1) operate the business of the debtor;
“(2) use, sell, or lease the property of the debtor; or

“(3) obtain credit or incur debt.

“1625. Automatic stay

“(a) Except as provided in subsection (b) of this section, after the order for relief under this
chapter, sections 361 and 362 apply only to claims against the debtor, an included co-obligor, or
their property that are in an impaired class under the plan. For purposes of this section, the
phrase “property of the estate” in section 362 includes property of the debtor or an included co-
obligor.

“(b) The stay provided in subsection (a) of this section terminates upon the earliest of—
“(1) the effective date of the plan;
“(2) dismissal of the case; and

“(3) with respect to a co-obligor that elects to be an included co-obligor under section
1645(d) or its property, withdrawal of such included co-obligor’s election under section
1646(c).

“1626. Termination or modification of rights and obligations

“(a) Termination or Modification.—Notwithstanding a provision in a contract or applicable
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nonbankruptcy law, a contract to which the debtor, an included co-obligor, or an affiliate is a
party, or any right or obligation of the debtor, an included co-obligor, or an affiliate under any
such contract, may not be terminated or modified at any time after the commencement of a case
under this chapter solely because of a provision in the contract or applicable nonbankruptcy law
that is conditioned on—

“(1) with respect to a contract giving rise to a claim in an impaired class under the plan,
the insolvency or financial condition of the debtor, or an included co-obligor at any time
before the closing of the case, except that this paragraph does not apply after the case is
dismissed;

“(2) the commencement of a case under this title; or

“(3) a change in control of the debtor or an included co-obligor provided for in the plan
that occurs on or before the effective date of the plan.

“(b) Denial of Benefits Prohibited.—Notwithstanding a provision in a contract or applicable
nonbankruptcy law, a governmental unit may not deny, revoke, suspend, or refuse to renew the
eligibility of a person to participate in any governmental program, including a program that
provides funding, solely because the person or another person with which the person has been
associated is or has been a debtor or an included co-obligor in a case under this chapter.

“1627. Rights of creditors under nonbankruptcy law

“(a) In General.— In a case under this chapter, a provision of this title or any order, process, or
judgment of a court enforcing or carrying out any provision of this title does not stay, avoid,
modify, or otherwise limit the right of a creditor under applicable nonbankruptcy law to—

“(1) enforce any claim; or

“(2) exercise any rights or remedies with respect to any claim.
“(b) Exceptions.—Subsection (a) does not apply—

“(1) as provided in sections 1625 and 1626;

“(2) to the extent that the rights of holders of claims in an impaired class under a plan
confirmed under this chapter are stayed, avoided, modified, or otherwise limited under the
plan; or

“(3) in a case commenced under section 1628.

“1628. Commencement of a case under chapter 7 or 11

“(a) In General.—A petition under chapter 7 or chapter 11 may be filed by or against the
debtor or a co-obligor under section 301 or 303 at any time during the pendency of a case under
this chapter if the debtor or such co-obligor may be a debtor under the chapter under which the
petition is filed.

“(b) Suspension of Proceedings.—If an involuntary petition is filed against the debtor or an
included co-obligor under section 303 during the pendency of a case under this chapter by a
holder of a claim in an impaired class under the plan or by an indenture trustee under an
indenture under which such claim arises, all proceedings in the involuntary case are suspended,
unless the court orders otherwise for cause.
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“(c) Failure to Pay Debt.—If an involuntary petition is filed against the debtor or an included
co-obligor under section 303 during the pendency of a case under this chapter, the failure to pay
any debt owed on account of a claim in an impaired class under the plan may not be considered
for the purpose of determining whether the requirements of section 303(h)(1) are satisfied.

“(d) Exceptions.—Subsections (b) and (c) do not apply in a case under this chapter after the
earliest of—

“(1) the date on which a plan is confirmed under this chapter;
“(2) the date on which a case under this chapter is dismissed; or
“(3)(A) 90 days after the date of the filing of the petition under this chapter; or

“(B) a date that is no later than 150 days after the date of the filing of the petition under
this chapter, set by the court for cause on the request of a party in interest that is made
before the date described in subparagraph (A).

“1629. Dismissal and conversion

“(a) In General.—At any time, on request of the debtor, the court must dismiss a case under
this chapter.

“(b) Dismissal for Cause.—The court must dismiss a case under this chapter if—
“(1) the debtor fails to file—
“(A) a plan under section 1641(b); or
“(B) a timely disclosure statement under section 1641(c);
“(2) a plan is not confirmed on the later of—
“(A) 90 days after the filing of the petition under this chapter; or

“(B) a date that is no later than 150 days after the date of the filing of the petition
under this chapter, set by the court for cause on the request of a party in interest that is
made before the date described in subparagraph (A);

“(3) the court enters an order denying confirmation of a plan because an impaired class of
claims has not accepted the plan;

“(4) the debtor files a petition as permitted by section 1628(a); or

“(5) the court orders the lifting of the suspension of an involuntary case under section
1628(b).

“(c) Conversion.—A case under this chapter may not be converted to a case under another
chapter.

“SUBCHAPTER III—THE PLAN

“1641. Filing of plan and disclosure statement
“(a) Who May File a Plan.—Only a debtor may file a plan in a case under this chapter.
“(b) When to File.—The debtor must file the plan with the petition.
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“(c) Disclosure Statement.—If the debtor intends to solicit acceptances of the plan after the
commencement of the case and a disclosure statement approved by the court is required under
section 1125 for the solicitation, the debtor must file a disclosure statement with the petition.

“1642. Classification of claims

“(a) In General.—A plan may place a claim in a particular class only if the claim:
(1) is for borrowed money under a loan agreement; and
(2) 1s substantially similar to the other claims of the class.

“(b) Co-obligors.—A plan may place a claim against a co-obligor in the same class as a claim
against the debtor for which the co-obligor is liable with the debtor, but such claim against the
co-obligor will be excluded from the class if:

(1) the co-obligor does not timely elect to be an included co-obligor in accordance with
section 1645(d); or

(2) the co-obligor timely withdraws its election under section 1646(c¢).

“(c) Claim Secured by Lien.—A claim secured by a lien on property in which the debtor or an
included co-obligor has an interest may not be placed in the same class as a claim that:

(1) is secured by a lien on different property in which the debtor or an included co-obligor
has an interest, or

(2) is not secured by a lien on property in which the debtor or an included co-obligor has
an interest, in either case regardless of the value of the property securing the lien.

“1643. Contents of plan

“(a) In General.—Notwithstanding any otherwise applicable nonbankruptcy law, a plan
must—

“(1) subject to section 1642, designate each class of claims under a loan agreement that is
impaired under the plan and whether any such class includes claims against included co-
obligors;

“(2) specify the treatment of any class of claims under a loan agreement that is impaired
under the plan;

“(3) provide that, with respect to each claim or interest, other than a claim in an impaired
class of claims under a loan agreement, the plan does not alter the legal, equitable, or
contractual rights to which the claim or interest entitles the holder of the claim or interest;
and

“(4) provide the same treatment for each claim in a particular impaired class, except to
the extent that—

“(A) the holder of a particular claim agrees to a less favorable treatment of the
claim; or

“(B) any holder of a claim in the class that had a material role in the negotiation and
documentation of the plan is reimbursed for professional fees under subsection (b).
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“(b) Professional Fees.—The plan may provide for the reimbursement of professional fees
incurred by a creditor in connection with the material role of the creditor in the negotiation and
documentation of the plan.

“1644. Impairment of classes of claims

“A class of claims is impaired under a plan, unless, with respect to each claim of the class, the
plan does not alter the legal, equitable, or contractual rights to which the claim entitles the holder
of the claim.

“1645. Acceptance of plan and co-obligor election
“(a) In General.—

“(1) ACCEPTANCE.—A class of claims has accepted a plan if the plan has been accepted
by holders of claims in the class that hold not less than two-thirds in amount of the allowed
claims of the class, determined without including the claim of, or the acceptance or rejection
of the plan by, any holder described in paragraph (2).

“(2) CREDITORS INELIGIBLE TO ACCEPT OR REJECT.—For the purpose of paragraph (1), the
amount of the allowed claims of a class does not include amounts held by—

“(A) a holder that is the issuer, or any affiliate or insider of the issuer, of the debt on
which the claim is based;

“(B) a holder that has, by reason of any direct or indirect claim against or equity
interest in the debtor, an included co-obligor, or an affiliate of the debtor or an
included co-obligor, an interest that is—

“(1) adverse to the interest of the class; and

“(i1) of greater importance and economic value to the holder than the claim of
the holder in the class; and

“(C) a holder of a claim designated under section 1126(e).

“(b) Waiver or Transfer of Right.—Notwithstanding any other section of this title or any
provision in a contract or applicable nonbankruptcy law, but subject to subsection (¢), any waiver
or transfer by a creditor to another creditor of the right to accept or reject a plan under this
chapter is void.

“(c) Exception.—A provision of a contract that waives or transfers to another creditor the right
to accept or reject a plan is effective only if—

“(1)(A) the claim that is the subject of the waiver or transfer does not arise from debt
securities that are registered under—

“(i) section 12 or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78/,
780(d)); or

“(i1) section 6 of the Securities Act of 1933 (15 U.S.C. 77f); and

“(B) every holder of an allowed claim in the class has agreed to waive or transfer the
right to accept or reject a plan; or

“(2)(A) every holder of an allowed claim in the class transferred to an insurer of the claim

9



O o NOOuUL A WN BB

=
o

(R
N R

[EE
D W

15
16

17
18

19
20

21
22

23

24
25
26

27
28
29
30

31

32
33
34

35
36
37

38

DRAFT AS OF 5/25/2025

the right to accept or reject a plan; and

“(B) the insurer described in subparagraph (A) holds the economic interest in the claim
described in subparagraph (A).

“(d) Co-obligors.—
“(1) If the plan places a claim against a co-obligor in an impaired class, such co-obligor
may elect to become an included co-obligor regarding such claims by stating such election

in a writing filed with the court on or before the date creditors in the impaired class must
accept or reject the plan or such other date as the court may fix.

“(2) An included co-obligor may withdraw its election under this subsection in
accordance with section 1646(c).

“(3) A co-obligor that does not timely elect to be an included co-obligor, or that timely
withdraws its election, is not an included co-obligor.

“(4) For purposes of sections 1125 and 1126(b), the solicitation of an election of a co-
obligor under this subsection is a solicitation of an acceptance or rejection of the plan.

“1646. Modification of plan

“(a) In General.—

“(1) TIMELINE.—The debtor may modify a plan at any time before confirmation of the
plan.

“(2) LIMITATION.—A plan modified under paragraph (1) must meet the requirements
under sections 1125, 1642, and 1643.

“(3) EFFECT OF FILING. After the debtor files a modification of such plan, the plan as
modified becomes the plan.

“(b) Acceptance or Rejection of Modified Plan.—

“(1) IN GENERAL.—A holder of a claim that has accepted or rejected a plan under section
1645(a) 1s deemed to have accepted or rejected, as the case may be, a plan that is modified
under subsection (a).

“(2) EXCEPTION.—Paragraph (1) does not apply to a holder of a claim described in
paragraph (1) if, within the time fixed by the court following the date on which a
modification of the plan is filed, the holder changes the acceptance or rejection of the plan
under section 1645(a).

“(c) Co-obligor Election with respect to Modified Plan.—

“(1) IN GENERAL.—A co-obligor that has made an election under section 1645(d)
regarding a plan is deemed to have made such election regarding such plan as modified
under subsection (a).

“(2) EXCEPTION.—Paragraph (1) does not apply to a co-obligor described in paragraph
(1) if, within the time fixed by the court following the date on which a modification of the
plan is filed, the co-obligor withdraws its election under section 1645(d).

“1647. Disclosure statement hearing

10
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“(a) In General.—If the debtor files a disclosure statement under section 1641(c), the court,
after notice and a hearing, may approve the disclosure statement as provided under section 1125.

“(b) Objection.—A party in interest may object to the approval of the disclosure statement
under subsection (a).

“1648. Confirmation of plan

“(a) In General.—The court, after notice and a hearing, may confirm a plan only if it meets the
requirements specified in subsection (c)(1).

“(b) Objection.—A party in interest may object to confirmation of the plan.
“(c) Plan Requirements.—The plan must meet the following requirements:
“(1) The plan complies with—
“(A) the provisions of this title made applicable by sections 103(1) and 1601; and
“(B) the provisions of this chapter.
“(2) The debtor complies with—
“(A) the provisions of this title made applicable by sections 103(1) and 1601; and
“(B) the provisions of this chapter.
“(3) The plan—
“(A) has been proposed in good faith; and
“(B) has not been proposed by any means forbidden by law.

“(4) Any payment made or to be made by the debtor, an included co-obligor, or an
affiliate of a debtor or an included co-obligor to any holder of a claim in a class of claims
impaired under the plan, or to a professional employed by such creditor, for services or for
costs and expenses or otherwise in connection with the case, or in connection with the plan
and incident to the case, has been disclosed.

“(5) With respect to each class of claims—
“(A) the class has accepted the plan; and
“(B) each holder of a claim of the class—

“(i) has accepted the plan; or

“(i1) will receive or retain under the plan on account of such claim property of a
value, as of the effective date of the plan, that is not less than the amount that such
holder would so receive or retain from the debtor and all included co-obligors if
the debtor and all included co-obligors were liquidated under chapter 7 on such
date.

“(C) Subparagraph (B) does not apply to a holder of a claim in an impaired class
if—

“(i) the claims in the class are secured by a lien on property in which the debtor
or an included co-obligor has an interest, unless the lien is of inconsequential

11
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value; and

“(ii) the plan modifies the rights of the holders of the claims described in clause
(1) with respect to the liens described in clause (i) only in a manner that could be
accomplished under any applicable loan agreement with the consent of the
holders that have accepted the plan.

“(6)(A) The plan provides that every payment described in subparagraph (B) must be—

“(i) made to every holder of a claim in the class, regardless of whether the holder has
accepted the plan; and

“(i1) in an amount that is proportionate to the allowed claim of the holder in relation
to the allowed claims of all holders in the class.

“(B) A payment described in this clause—

“(1) is any consent fee or other payment made or to be made, under the plan or
otherwise, to any holder of a claim in an impaired class of claims on account of such
claim in connection with the solicitation of acceptances or rejections of a plan, or
otherwise in relation to the plan; and

“(ii) does not include professional fees described in section 1643(b).

“(7)(A) Except as provided in subparagraph (B), the plan does not provide for the
payment of any fee or other remuneration to any holder of a claim in an impaired class of
claims in connection with any exit financing.

“(B) The plan may provide for the payment of a fee or other remuneration to a holder of a
claim in an impaired class of claims in connection with exit financing if the plan provides
that every qualified holder of a claim in such impaired class of claims has an opportunity,
regardless of whether the holder has accepted the plan, to—

“(1) participate in the exit financing in an amount that is proportionate to the allowed
claim of the qualified holder in relation to the allowed claims of all qualified holders in
the class; and

“(i1) receive the fee or other remuneration in an amount that is proportionate to the
allowed claim of the qualified holder in relation to the allowed claims of all qualified
holders in the class.

“(8)(A) All fees payable under section 1930 of title 28, as determined by the court at the
hearing on confirmation of the plan, have been paid; or

“(B) the plan provides for the payment of the fees described in subparagraph (A) on the
effective date of the plan.

“1649. Eftect of confirmation

“(a) In General.—The provisions of a plan confirmed under section 1648(a) bind the debtor,
all included co-obligors, and all holders of claims in classes impaired by the plan.

“(b) Discharge.—Except as provided in the plan or the order confirming the plan, the
confirmation of the plan discharges the debtor and all included co-obligors from any liability on
a claim in an impaired class under the plan, regardless of whether—

12
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“(1) a proof of the claim is filed or deemed filed under section 1622;
“(2) the claim is allowed under section 502; or

“(3) the holder of the claim has accepted the plan.
“1650. Closing and reopening cases

“(a) In General.—Promptly after the effective date of the plan, the court must close the case.

“(b) Reopening of Case.—A case may be reopened in the court in which the case was closed
under subsection (a) to—

“(1) accord relief to the debtor or an included co-obligor; or

“(2) for other cause.”.

SEC. 3. RULE AMENDMENTS.

The Judicial Conference of the United States, in accordance with section 2075 of title 28 of
the United States Code, shall propose amended Federal Rules of Bankruptcy Procedure to
implement this Act, including for the provision of notice:

(a) to all holders of claims in each class that is impaired under the plan, and such other
persons as the court may order, of the time fixed for (1) filing a proof of claim under section
1622 of this title, (2) filing objections and the hearing to consider approval of a disclosure
statement, and (3) filing objections and the hearing to consider confirmation of a chapter 16
plan;

(b) to all creditors and equity security holders of the debtor, and such other persons as the
court may order, of the order for relief; and

(c) to all co-obligors, of (1) the order for relief, (2) the time fixed for filing objections and
the hearing to consider approval of a disclosure statement, (3) the time fixed for filing
objections and the hearing to consider confirmation of a chapter 16 plan, and (4) the time
fixed for making the election under section 1645(d) and for withdrawing that election in the
event of a plan modification under section 1646(c).

13
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