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consistent with authority of such ombudsman 

under the Older Americans Act of 1965 and under 

non-Federal laws governing the State Long- 

Term Care Ombudsman program. 

(Added Pub. L. 109–8, title XI, § 1104(a)(1), Apr. 20, 

2005, 119 Stat. 191.) 

REFERENCES IN TEXT 

The Older Americans Act of 1965, referred to in sub-

secs. (a)(2)(B), (C) and (c)(2), is Pub. L. 89–73, July 14, 

1965, 79 Stat. 218, as amended, which is classified gener-

ally to chapter 35 (§ 3001 et seq.) of Title 42, The Public 

Health and Welfare. For complete classification of this 

Act to the Code, see Short Title note set out under sec-

tion 3001 of Title 42 and Tables. 

EFFECTIVE DATE 

Section effective 180 days after Apr. 20, 2005, and not 

applicable with respect to cases commenced under this 

title before such effective date, except as otherwise 

provided, see section 1501 of Pub. L. 109–8, set out as an 

Effective Date of 2005 Amendment note under section 

101 of this title. 

SUBCHAPTER III—ADMINISTRATION 

§ 341. Meetings of creditors and equity security 
holders 

(a) Within a reasonable time after the order 

for relief in a case under this title, the United 

States trustee shall convene and preside at a 

meeting of creditors. 

(b) The United States trustee may convene a 

meeting of any equity security holders. 

(c) The court may not preside at, and may not 

attend, any meeting under this section includ-

ing any final meeting of creditors. Notwith-

standing any local court rule, provision of a 

State constitution, any otherwise applicable 

nonbankruptcy law, or any other requirement 

that representation at the meeting of creditors 

under subsection (a) be by an attorney, a credi-

tor holding a consumer debt or any representa-

tive of the creditor (which may include an en-

tity or an employee of an entity and may be a 

representative for more than 1 creditor) shall be 

permitted to appear at and participate in the 

meeting of creditors in a case under chapter 7 or 

13, either alone or in conjunction with an attor-

ney for the creditor. Nothing in this subsection 

shall be construed to require any creditor to be 

represented by an attorney at any meeting of 

creditors. 

(d) Prior to the conclusion of the meeting of 

creditors or equity security holders, the trustee 

shall orally examine the debtor to ensure that 

the debtor in a case under chapter 7 of this title 

is aware of— 

(1) the potential consequences of seeking a 

discharge in bankruptcy, including the effects 

on credit history; 

(2) the debtor’s ability to file a petition 

under a different chapter of this title; 

(3) the effect of receiving a discharge of 

debts under this title; and 

(4) the effect of reaffirming a debt, including 

the debtor’s knowledge of the provisions of 

section 524(d) of this title. 

(e) Notwithstanding subsections (a) and (b), 

the court, on the request of a party in interest 

and after notice and a hearing, for cause may 

order that the United States trustee not con-

vene a meeting of creditors or equity security 

holders if the debtor has filed a plan as to which 

the debtor solicited acceptances prior to the 

commencement of the case. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2564; Pub. L. 

99–554, title II, § 212, Oct. 27, 1986, 100 Stat. 3099; 

Pub. L. 103–394, title I, § 115, Oct. 22, 1994, 108 

Stat. 4118; Pub. L. 109–8, title IV, §§ 402, 413, Apr. 

20, 2005, 119 Stat. 104, 107.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 

Section 341(c) of the Senate amendment is deleted 

and a contrary provision is added indicating that the 

bankruptcy judge will not preside at or attend the first 

meeting of creditors or equity security holders but a 

discharge hearing for all individuals will be held at 

which the judge will preside. 

SENATE REPORT NO. 95–989 

Section [Subsection] (a) of this section requires that 

there be a meeting of creditors within a reasonable 

time after the order for relief in the case. The Bank-

ruptcy Act [former title 11] and the current Rules of 

Bankruptcy Procedure provide for a meeting of credi-

tors, and specify the time and manner of the meeting, 

and the business to be conducted. This bill leaves those 

matters to the rules. Under section 405(d) of the bill, 

the present rules will continue to govern until new 

rules are promulgated. Thus, pending the adoption of 

different rules, the present procedure for the meeting 

will continue. 

Subsection (b) authorizes the court to order a meet-

ing of equity security holders in cases where such a 

meeting would be beneficial or useful, for example, in 

a chapter 11 reorganization case where it may be nec-

essary for the equity security holders to organize in 

order to be able to participate in the negotiation of a 

plan of reorganization. 

Subsection (c) makes clear that the bankruptcy judge 

is to preside at the meeting of creditors. 

AMENDMENTS 

2005—Subsec. (c). Pub. L. 109–8, § 413, inserted at end 

‘‘Notwithstanding any local court rule, provision of a 

State constitution, any otherwise applicable nonbank-

ruptcy law, or any other requirement that representa-

tion at the meeting of creditors under subsection (a) be 

by an attorney, a creditor holding a consumer debt or 

any representative of the creditor (which may include 

an entity or an employee of an entity and may be a rep-

resentative for more than 1 creditor) shall be permitted 

to appear at and participate in the meeting of creditors 

in a case under chapter 7 or 13, either alone or in con-

junction with an attorney for the creditor. Nothing in 

this subsection shall be construed to require any credi-

tor to be represented by an attorney at any meeting of 

creditors.’’ 

Subsec. (e). Pub. L. 109–8, § 402, added subsec. (e). 

1994—Subsec. (d). Pub. L. 103–394 added subsec. (d). 

1986—Subsec. (a). Pub. L. 99–554, § 212(1), substituted 

‘‘the United States trustee shall convene and preside at 

a meeting of creditors’’ for ‘‘there shall be a meeting of 

creditors’’. 

Subsec. (b). Pub. L. 99–554, § 212(2), substituted 

‘‘United States trustee may convene’’ for ‘‘court may 

order’’. 

Subsec. (c). Pub. L. 99–554, § 212(3), inserted ‘‘including 

any final meeting of creditors’’. 

EFFECTIVE DATE OF 2005 AMENDMENT 

Amendment by Pub. L. 109–8 effective 180 days after 

Apr. 20, 2005, and not applicable with respect to cases 

commenced under this title before such effective date, 

except as otherwise provided, see section 1501 of Pub. L. 

109–8, set out as a note under section 101 of this title. 



Page 60 TITLE 11—BANKRUPTCY § 342 

EFFECTIVE DATE OF 1994 AMENDMENT 

Amendment by Pub. L. 103–394 effective Oct. 22, 1994, 

and not applicable with respect to cases commenced 

under this title before Oct. 22, 1994, see section 702 of 

Pub. L. 103–394, set out as a note under section 101 of 

this title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Effective date and applicability of amendment by 

Pub. L. 99–554 dependent upon the judicial district in-

volved, see section 302(d), (e) of Pub. L. 99–554, set out 

as a note under section 581 of Title 28, Judiciary and 

Judicial Procedure. 

PARTICIPATION BY BANKRUPTCY ADMINISTRATOR AT 

MEETINGS OF CREDITORS AND EQUITY SECURITY 

HOLDERS 

Section 105 of Pub. L. 103–394 provided that: 

‘‘(a) PRESIDING OFFICER.—A bankruptcy adminis-

trator appointed under section 302(d)(3)(I) of the Bank-

ruptcy Judges, United States Trustees, and Family 

Farmer Bankruptcy Act of 1986 (28 U.S.C. 581 note; Pub-

lic Law 99–554; 100 Stat. 3123), as amended by section 

317(a) of the Federal Courts Study Committee Imple-

mentation Act of 1990 (Public Law 101–650; 104 Stat. 

5115), or the bankruptcy administrator’s designee may 

preside at the meeting of creditors convened under sec-

tion 341(a) of title 11, United States Code. The bank-

ruptcy administrator or the bankruptcy administra-

tor’s designee may preside at any meeting of equity se-

curity holders convened under section 341(b) of title 11, 

United States Code. 

‘‘(b) EXAMINATION OF THE DEBTOR.—The bankruptcy 

administrator or the bankruptcy administrator’s des-

ignee may examine the debtor at the meeting of credi-

tors and may administer the oath required under sec-

tion 343 of title 11, United States Code.’’ 

§ 342. Notice 

(a) There shall be given such notice as is ap-

propriate, including notice to any holder of a 

community claim, of an order for relief in a case 

under this title. 

(b) Before the commencement of a case under 

this title by an individual whose debts are pri-

marily consumer debts, the clerk shall give to 

such individual written notice containing— 

(1) a brief description of— 

(A) chapters 7, 11, 12, and 13 and the gen-

eral purpose, benefits, and costs of proceed-

ing under each of those chapters; and 

(B) the types of services available from 

credit counseling agencies; and 

(2) statements specifying that— 

(A) a person who knowingly and fraudu-

lently conceals assets or makes a false oath 

or statement under penalty of perjury in 

connection with a case under this title shall 

be subject to fine, imprisonment, or both; 

and 

(B) all information supplied by a debtor in 

connection with a case under this title is 

subject to examination by the Attorney Gen-

eral. 

(c)(1) If notice is required to be given by the 

debtor to a creditor under this title, any rule, 

any applicable law, or any order of the court, 

such notice shall contain the name, address, and 

last 4 digits of the taxpayer identification num-

ber of the debtor. If the notice concerns an 

amendment that adds a creditor to the sched-

ules of assets and liabilities, the debtor shall in-

clude the full taxpayer identification number in 

the notice sent to that creditor, but the debtor 

shall include only the last 4 digits of the tax-

payer identification number in the copy of the 

notice filed with the court. 
(2)(A) If, within the 90 days before the com-

mencement of a voluntary case, a creditor sup-

plies the debtor in at least 2 communications 

sent to the debtor with the current account 

number of the debtor and the address at which 

such creditor requests to receive correspond-

ence, then any notice required by this title to be 

sent by the debtor to such creditor shall be sent 

to such address and shall include such account 

number. 
(B) If a creditor would be in violation of appli-

cable nonbankruptcy law by sending any such 

communication within such 90-day period and if 

such creditor supplies the debtor in the last 2 

communications with the current account num-

ber of the debtor and the address at which such 

creditor requests to receive correspondence, 

then any notice required by this title to be sent 

by the debtor to such creditor shall be sent to 

such address and shall include such account 

number. 
(d) In a case under chapter 7 of this title in 

which the debtor is an individual and in which 

the presumption of abuse arises under section 

707(b), the clerk shall give written notice to all 

creditors not later than 10 days after the date of 

the filing of the petition that the presumption 

of abuse has arisen. 
(e)(1) In a case under chapter 7 or 13 of this 

title of a debtor who is an individual, a creditor 

at any time may both file with the court and 

serve on the debtor a notice of address to be 

used to provide notice in such case to such cred-

itor. 
(2) Any notice in such case required to be pro-

vided to such creditor by the debtor or the court 

later than 7 days after the court and the debtor 

receive such creditor’s notice of address, shall be 

provided to such address. 
(f)(1) An entity may file with any bankruptcy 

court a notice of address to be used by all the 

bankruptcy courts or by particular bankruptcy 

courts, as so specified by such entity at the time 

such notice is filed, to provide notice to such en-

tity in all cases under chapters 7 and 13 pending 

in the courts with respect to which such notice 

is filed, in which such entity is a creditor. 
(2) In any case filed under chapter 7 or 13, any 

notice required to be provided by a court with 

respect to which a notice is filed under para-

graph (1), to such entity later than 30 days after 

the filing of such notice under paragraph (1) 

shall be provided to such address unless with re-

spect to a particular case a different address is 

specified in a notice filed and served in accord-

ance with subsection (e). 
(3) A notice filed under paragraph (1) may be 

withdrawn by such entity. 
(g)(1) Notice provided to a creditor by the 

debtor or the court other than in accordance 

with this section (excluding this subsection) 

shall not be effective notice until such notice is 

brought to the attention of such creditor. If 

such creditor designates a person or an organiza-

tional subdivision of such creditor to be respon-

sible for receiving notices under this title and 

establishes reasonable procedures so that such 
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notices receivable by such creditor are to be de-

livered to such person or such subdivision, then 

a notice provided to such creditor other than in 

accordance with this section (excluding this sub-

section) shall not be considered to have been 

brought to the attention of such creditor until 

such notice is received by such person or such 

subdivision. 

(2) A monetary penalty may not be imposed on 

a creditor for a violation of a stay in effect 

under section 362(a) (including a monetary pen-

alty imposed under section 362(k)) or for failure 

to comply with section 542 or 543 unless the con-

duct that is the basis of such violation or of 

such failure occurs after such creditor receives 

notice effective under this section of the order 

for relief. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2565; Pub. L. 

98–353, title III, §§ 302, 435, July 10, 1984, 98 Stat. 

352, 370; Pub. L. 103–394, title II, § 225, Oct. 22, 

1994, 108 Stat. 4131; Pub. L. 109–8, title I, §§ 102(d), 

104, title II, § 234(b), title III, § 315(a), Apr. 20, 

2005, 119 Stat. 33, 35, 75, 88; Pub. L. 111–16, § 2(4), 

May 7, 2009, 123 Stat. 1607.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 

Section 342(b) and (c) of the Senate amendment are 

adopted in principle but moved to section 549(c), in lieu 

of section 342(b) of H.R. 8200 as passed by the House. 

Section 342(c) of H.R. 8200 as passed by the House is 

deleted as a matter to be left to the Rules of Bank-

ruptcy Procedure. 

SENATE REPORT NO. 95–989 

Subsection (a) of section 342 requires the clerk of the 

bankruptcy court to give notice of the order for relief. 

The rules will prescribe to whom the notice should be 

sent and in what manner notice will be given. The rules 

already prescribe such things, and they will continue to 

govern unless changed as provided in section 404(a) of 

the bill. Due process will certainly require notice to all 

creditors and equity security holders. State and Fed-

eral governmental representatives responsible for col-

lecting taxes will also receive notice. In cases where 

the debtor is subject to regulation, the regulatory 

agency with jurisdiction will receive notice. In order to 

insure maximum notice to all parties in interest, the 

Rules will include notice by publication in appropriate 

cases and for appropriate issues. Other notices will be 

given as appropriate. 

Subsections (b) and (c) [enacted as section 549(c)] are 

derived from section 21g of the Bankruptcy Act [section 

44(g) of former title 11]. They specify that the trustee 

may file notice of the commencement of the case in 

land recording offices in order to give notice of the 

pendency of the case to potential transferees of the 

debtor’s real property. Such filing is unnecessary in the 

county in which the bankruptcy case is commenced. If 

notice is properly filed, a subsequent purchaser of the 

property will not be a bona fide purchaser. Otherwise, 

a purchaser, including a purchaser at a judicial sale, 

that has no knowledge of the case, is not prevented 

from obtaining the status of a bona fide purchaser by 

the mere commencement of the case. ‘‘County’’ is de-

fined in title 1 of the United States Code to include 

other political subdivisions where counties are not 

used. 

AMENDMENTS 

2009—Subsec. (e)(2). Pub. L. 111–16 substituted ‘‘7 

days’’ for ‘‘5 days’’. 

2005—Subsec. (b). Pub. L. 109–8, § 104, amended subsec. 

(b) generally. Prior to amendment, subsec. (b) read as 

follows: ‘‘Prior to the commencement of a case under 

this title by an individual whose debts are primarily 

consumer debts, the clerk shall give written notice to 

such individual that indicates each chapter of this title 

under which such individual may proceed.’’ 

Subsec. (c). Pub. L. 109–8, § 315(a)(1) designated exist-

ing provisions as par. (1), struck out ‘‘, but the failure 

of such notice to contain such information shall not in-

validate the legal effect of such notice’’ after ‘‘number 

of the debtor’’, and added par. (2). 

Pub. L. 109–8, § 234(b), inserted ‘‘last 4 digits of the’’ 

before ‘‘taxpayer identification number’’ and ‘‘If the 

notice concerns an amendment that adds a creditor to 

the schedules of assets and liabilities, the debtor shall 

include the full taxpayer identification number in the 

notice sent to that creditor, but the debtor shall in-

clude only the last 4 digits of the taxpayer identifica-

tion number in the copy of the notice filed with the 

court.’’ at end. 

Subsec. (d). Pub. L. 109–8, § 102(d), added subsec. (d). 

Subsecs. (e) to (g). Pub. L. 109–8, § 315(a)(2), added sub-

secs. (e) to (g). 

1994—Subsec. (c). Pub. L. 103–394 added subsec. (c). 

1984—Subsec. (a). Pub. L. 98–353, § 435, amended sub-

sec. (a) generally, inserting requirement respecting no-

tice to any holder of a community claim. 

Pub. L. 98–353, § 302(1), designated existing provisions 

as subsec. (a). 

Subsec. (b). Pub. L. 98–353, § 302(2), added subsec. (b). 

EFFECTIVE DATE OF 2009 AMENDMENT 

Amendment by Pub. L. 111–16 effective Dec. 1, 2009, 

see section 7 of Pub. L. 111–16, set out as a note under 

section 109 of this title. 

EFFECTIVE DATE OF 2005 AMENDMENT 

Amendment by Pub. L. 109–8 effective 180 days after 

Apr. 20, 2005, and not applicable with respect to cases 

commenced under this title before such effective date, 

except as otherwise provided, see section 1501 of Pub. L. 

109–8, set out as a note under section 101 of this title. 

EFFECTIVE DATE OF 1994 AMENDMENT 

Amendment by Pub. L. 103–394 effective Oct. 22, 1994, 

and not applicable with respect to cases commenced 

under this title before Oct. 22, 1994, see section 702 of 

Pub. L. 103–394, set out as a note under section 101 of 

this title. 

EFFECTIVE DATE OF 1984 AMENDMENT 

Amendment by Pub. L. 98–353 effective with respect 

to cases filed 90 days after July 10, 1984, see section 

552(a) of Pub. L. 98–353, set out as a note under section 

101 of this title. 

§ 343. Examination of the debtor 

The debtor shall appear and submit to exam-

ination under oath at the meeting of creditors 

under section 341(a) of this title. Creditors, any 

indenture trustee, any trustee or examiner in 

the case, or the United States trustee may ex-

amine the debtor. The United States trustee 

may administer the oath required under this 

section. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2565; Pub. L. 

98–353, title III, § 436, July 10, 1984, 98 Stat. 370; 

Pub. L. 99–554, title II, § 213, Oct. 27, 1986, 100 

Stat. 3099.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 

This section, derived from section 21a of the Bank-

ruptcy Act [section 44(a) of former title 11], requires 

the debtor to appear at the meeting of creditors and 

submit to examination under oath. The purpose of the 

examination is to enable creditors and the trustee to 
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determine if assets have improperly been disposed of or 

concealed or if there are grounds for objection to dis-

charge. The scope of the examination under this sec-

tion will be governed by the Rules of Bankruptcy Pro-

cedure, as it is today. See rules 205(d), 10–213(c), and 

11–26. It is expected that the scope prescribed by these 

rules for liquidation cases, that is, ‘‘only the debtor’s 

acts, conduct, or property, or any matter that may af-

fect the administration of the estate, or the debtor’s 

right to discharge’’ will remain substantially un-

changed. In reorganization cases, the examination 

would be broader, including inquiry into the liabilities 

and financial condition of the debtor, the operation of 

his business, and the desirability of the continuance 

thereof, and other matters relevant to the case and to 

the formulation of the plan. Examination of other per-

sons in connection with the bankruptcy case is left 

completely to the rules, just as examination of wit-

nesses in civil cases is governed by the Federal Rules of 

Civil Procedure. 

AMENDMENTS 

1986—Pub. L. 99–554 amended section generally. Prior 

to amendment, section read as follows: ‘‘The debtor 

shall appear and submit to examination under oath at 

the meeting of creditors under section 341(a) of this 

title. Creditors, any indenture trustee, or any trustee 

or examiner in the case may examine the debtor.’’ 

1984—Pub. L. 98–353 substituted ‘‘examine’’ for 

‘‘examiner’’. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Effective date and applicability of amendment by 

Pub. L. 99–554 dependent upon the judicial district in-

volved, see section 302(d), (e) of Pub. L. 99–554, set out 

as a note under section 581 of Title 28, Judiciary and 

Judicial Procedure. 

EFFECTIVE DATE OF 1984 AMENDMENT 

Amendment by Pub. L. 98–353 effective with respect 

to cases filed 90 days after July 10, 1984, see section 

552(a) of Pub. L. 98–353, set out as a note under section 

101 of this title. 

PARTICIPATION BY BANKRUPTCY ADMINISTRATOR AT 

MEETINGS OF CREDITORS AND EQUITY SECURITY 

HOLDERS 

A bankruptcy administrator or the bankruptcy ad-

ministrator’s designee may examine debtor at meeting 

of creditors and may administer oath required by this 

section, see section 105 of Pub. L. 103–394, set out as a 

note under section 341 of this title. 

§ 344. Self-incrimination; immunity 

Immunity for persons required to submit to 

examination, to testify, or to provide informa-

tion in a case under this title may be granted 

under part V of title 18. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2565.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 

Part V [§ 6001 et seq.] of title 18 of the United States 

Code governs the granting of immunity to witnesses be-

fore Federal tribunals. The immunity provided under 

part V is only use immunity, not transactional immu-

nity. Part V applies to all proceedings before Federal 

courts, before Federal grand juries, before administra-

tive agencies, and before Congressional committees. It 

requires the Attorney General or the U. S. attorney to 

request or to approve any grant of immunity, whether 

before a court, grand jury, agency, or congressional 

committee. 

This section carries part V over into bankruptcy 

cases. Thus, for a witness to be ordered to testify before 

a bankruptcy court in spite of a claim of privilege, the 

U. S. attorney for the district in which the court sits 

would have to request from the district court for that 

district the immunity order. The rule would apply to 

both debtors, creditors, and any other witnesses in a 

bankruptcy case. If the immunity were granted, the 

witness would be required to testify. If not, he could 

claim the privilege against self-incrimination. 
Part V is a significant departure from current law. 

Under section 7a(10) of the Bankruptcy Act [section 

25(a)(10) of former title 11], a debtor is required to tes-

tify in all circumstances, but any testimony he gives 

may not be used against him in any criminal proceed-

ing, except testimony given in any hearing on objec-

tions to discharge. With that exception, section 7a(10) 

amounts to a blanket grant of use immunity to all 

debtors. Immunity for other witnesses in bankruptcy 

courts today is governed by part V of title 18. 
The consequences of a claim of privileges by a debtor 

under proposed law and under current law differ as 

well. Under section 14c(6) of current law [section 

32(c)(6) of former title 11], any refusal to answer a ma-

terial question approved by the court will result in the 

denial of a discharge, even if the refusal is based on the 

privilege against self incrimination. Thus, the debtor is 

confronted with the choice between losing his dis-

charge and opening himself up to possible criminal 

prosecution. 
Under section 727(a)(6) of the proposed title 11, a debt-

or is only denied a discharge if he refuses to testify 

after having been granted immunity. If the debtor 

claims the privilege and the U. S. attorney does not re-

quest immunity from the district courts, then the debt-

or may refuse to testify and still retain his right to a 

discharge. It removes the Scylla and Charibdis choice 

for debtors that exists under the Bankruptcy Act 

[former title 11]. 

§ 345. Money of estates 

(a) A trustee in a case under this title may 

make such deposit or investment of the money 

of the estate for which such trustee serves as 

will yield the maximum reasonable net return 

on such money, taking into account the safety 

of such deposit or investment. 
(b) Except with respect to a deposit or invest-

ment that is insured or guaranteed by the 

United States or by a department, agency, or in-

strumentality of the United States or backed by 

the full faith and credit of the United States, 

the trustee shall require from an entity with 

which such money is deposited or invested— 
(1) a bond— 

(A) in favor of the United States; 
(B) secured by the undertaking of a cor-

porate surety approved by the United States 

trustee for the district in which the case is 

pending; and 
(C) conditioned on— 

(i) a proper accounting for all money so 

deposited or invested and for any return on 

such money; 
(ii) prompt repayment of such money 

and return; and 
(iii) faithful performance of duties as a 

depository; or 

(2) the deposit of securities of the kind speci-

fied in section 9303 of title 31; 

unless the court for cause orders otherwise. 
(c) An entity with which such moneys are de-

posited or invested is authorized to deposit or 

invest such moneys as may be required under 

this section. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2565; Pub. L. 

97–258, § 3(c), Sept. 13, 1982, 96 Stat. 1064; Pub. L. 
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98–353, title III, § 437, July 10, 1984, 98 Stat. 370; 

Pub. L. 99–554, title II, § 214, Oct. 27, 1986, 100 

Stat. 3099; Pub. L. 103–394, title II, § 210, Oct. 22, 

1994, 108 Stat. 4125.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 

The House amendment moves section 345(c) of the 

House bill to chapter 15 as part of the pilot program for 

the U.S. trustees. The bond required by section 345(b) 

may be a blanket bond posted by the financial deposi-

tory sufficient to cover deposits by trustees in several 

cases, as is done under current law. 

SENATE REPORT NO. 95–989 

This section is a significant departure from section 61 

of the Bankruptcy Act [section 101 of former title 11]. 

It permits a trustee in a bankruptcy case to make such 

deposit of investment of the money of the estate for 

which he serves as will yield the maximum reasonable 

net return on the money, taking into account the safe-

ty of such deposit or investment. Under current law, 

the trustee is permitted to deposit money only with 

banking institutions. Thus, the trustee is generally un-

able to secure a high rate of return on money of estates 

pending distribution, to the detriment of creditors. 

Under this section, the trustee may make deposits in 

savings and loans, may purchase government bonds, or 

make such other deposit or investment as is appro-

priate. Under proposed 11 U.S.C. 541(a)(6), and except as 

provided in subsection (c) of this section, any interest 

or gain realized on the deposit or investment of funds 

under this section will become property of the estate, 

and will thus enhance the recovery of creditors. 

In order to protect the creditors, subsection (b) re-

quires certain precautions against loss of the money so 

deposited or invested. The trustee must require from a 

person with which he deposits or invests money of an 

estate a bond in favor of the United States secured by 

approved corporate surety and conditioned on a proper 

accounting for all money deposited or invested and for 

any return on such money. Alternately, the trustee 

may require the deposit of securities of the kind speci-

fied in section 15 of title 6 of the United States Code [31 

U.S.C. 9303], which governs the posting of security by 

banks that receive public moneys on deposit. These 

bonding requirements do not apply to deposits or in-

vestments that are insured or guaranteed the United 

States or a department, agency, or instrumentality of 

the United States, or that are backed by the full faith 

and credit of the United States. 

These provisions do not address the question of ag-

gregation of funds by a private chapter 13 trustee and 

are not to be construed as excluding such possibility. 

The Rules of Bankruptcy Procedure may provide for 

aggregation under appropriate circumstances and ade-

quate safeguards in cases where there is a significant 

need, such as in districts in which there is a standing 

chapter 13 trustee. In such case, the interest or return 

on the funds would help defray the cost of administer-

ing the cases in which the standing trustee serves. 

AMENDMENTS 

1994—Subsec. (b). Pub. L. 103–394 substituted semi-

colon for period at end of par. (2) and inserted conclud-

ing provisions after par. (2). 

1986—Subsec. (b). Pub. L. 99–554 amended subsec. (b) 

generally, substituting ‘‘approved by the United States 

trustee for the district’’ for ‘‘approved by the court for 

the district’’ in par. (1)(B). 

1984—Subsec. (c). Pub. L. 98–353 added subsec. (c). 

1982—Subsec. (b)(2). Pub. L. 97–258 substituted ‘‘sec-

tion 9303 of title 31’’ for ‘‘section 15 of title 6’’. 

EFFECTIVE DATE OF 1994 AMENDMENT 

Amendment by Pub. L. 103–394 effective Oct. 22, 1994, 

and not applicable with respect to cases commenced 

under this title before Oct. 22, 1994, see section 702 of 

Pub. L. 103–394, set out as a note under section 101 of 

this title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Effective date and applicability of amendment by 

Pub. L. 99–554 dependent upon the judicial district in-

volved, see section 302(d), (e) of Pub. L. 99–554, set out 

as a note under section 581 of Title 28, Judiciary and 

Judicial Procedure. 

EFFECTIVE DATE OF 1984 AMENDMENT 

Amendment by Pub. L. 98–353 effective with respect 

to cases filed 90 days after July 10, 1984, see section 

552(a) of Pub. L. 98–353, set out as a note under section 

101 of this title. 

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

(a) Whenever the Internal Revenue Code of 

1986 provides that a separate taxable estate or 

entity is created in a case concerning a debtor 

under this title, and the income, gain, loss, de-

ductions, and credits of such estate shall be 

taxed to or claimed by the estate, a separate 

taxable estate is also created for purposes of any 

State and local law imposing a tax on or meas-

ured by income and such income, gain, loss, de-

ductions, and credits shall be taxed to or 

claimed by the estate and may not be taxed to 

or claimed by the debtor. The preceding sen-

tence shall not apply if the case is dismissed. 

The trustee shall make tax returns of income re-

quired under any such State or local law. 
(b) Whenever the Internal Revenue Code of 

1986 provides that no separate taxable estate 

shall be created in a case concerning a debtor 

under this title, and the income, gain, loss, de-

ductions, and credits of an estate shall be taxed 

to or claimed by the debtor, such income, gain, 

loss, deductions, and credits shall be taxed to or 

claimed by the debtor under a State or local law 

imposing a tax on or measured by income and 

may not be taxed to or claimed by the estate. 

The trustee shall make such tax returns of in-

come of corporations and of partnerships as are 

required under any State or local law, but with 

respect to partnerships, shall make such returns 

only to the extent such returns are also required 

to be made under such Code. The estate shall be 

liable for any tax imposed on such corporation 

or partnership, but not for any tax imposed on 

partners or members. 
(c) With respect to a partnership or any entity 

treated as a partnership under a State or local 

law imposing a tax on or measured by income 

that is a debtor in a case under this title, any 

gain or loss resulting from a distribution of 

property from such partnership, or any distribu-

tive share of any income, gain, loss, deduction, 

or credit of a partner or member that is distrib-

uted, or considered distributed, from such part-

nership, after the commencement of the case, is 

gain, loss, income, deduction, or credit, as the 

case may be, of the partner or member, and if 

such partner or member is a debtor in a case 

under this title, shall be subject to tax in ac-

cordance with subsection (a) or (b). 
(d) For purposes of any State or local law im-

posing a tax on or measured by income, the tax-

able period of a debtor in a case under this title 

shall terminate only if and to the extent that 

the taxable period of such debtor terminates 

under the Internal Revenue Code of 1986. 
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(e) The estate in any case described in sub-

section (a) shall use the same accounting meth-

od as the debtor used immediately before the 

commencement of the case, if such method of 

accounting complies with applicable nonbank-

ruptcy tax law. 
(f) For purposes of any State or local law im-

posing a tax on or measured by income, a trans-

fer of property from the debtor to the estate or 

from the estate to the debtor shall not be treat-

ed as a disposition for purposes of any provision 

assigning tax consequences to a disposition, ex-

cept to the extent that such transfer is treated 

as a disposition under the Internal Revenue 

Code of 1986. 
(g) Whenever a tax is imposed pursuant to a 

State or local law imposing a tax on or meas-

ured by income pursuant to subsection (a) or (b), 

such tax shall be imposed at rates generally ap-

plicable to the same types of entities under such 

State or local law. 
(h) The trustee shall withhold from any pay-

ment of claims for wages, salaries, commissions, 

dividends, interest, or other payments, or col-

lect, any amount required to be withheld or col-

lected under applicable State or local tax law, 

and shall pay such withheld or collected amount 

to the appropriate governmental unit at the 

time and in the manner required by such tax 

law, and with the same priority as the claim 

from which such amount was withheld or col-

lected was paid. 
(i)(1) To the extent that any State or local law 

imposing a tax on or measured by income pro-

vides for the carryover of any tax attribute from 

one taxable period to a subsequent taxable pe-

riod, the estate shall succeed to such tax at-

tribute in any case in which such estate is sub-

ject to tax under subsection (a). 
(2) After such a case is closed or dismissed, the 

debtor shall succeed to any tax attribute to 

which the estate succeeded under paragraph (1) 

to the extent consistent with the Internal Reve-

nue Code of 1986. 
(3) The estate may carry back any loss or tax 

attribute to a taxable period of the debtor that 

ended before the date of the order for relief 

under this title to the extent that— 
(A) applicable State or local tax law pro-

vides for a carryback in the case of the debtor; 

and 
(B) the same or a similar tax attribute may 

be carried back by the estate to such a taxable 

period of the debtor under the Internal Reve-

nue Code of 1986. 

(j)(1) For purposes of any State or local law 

imposing a tax on or measured by income, in-

come is not realized by the estate, the debtor, or 

a successor to the debtor by reason of discharge 

of indebtedness in a case under this title, except 

to the extent, if any, that such income is subject 

to tax under the Internal Revenue Code of 1986. 
(2) Whenever the Internal Revenue Code of 1986 

provides that the amount excluded from gross 

income in respect of the discharge of indebted-

ness in a case under this title shall be applied to 

reduce the tax attributes of the debtor or the es-

tate, a similar reduction shall be made under 

any State or local law imposing a tax on or 

measured by income to the extent such State or 

local law recognizes such attributes. Such State 

or local law may also provide for the reduction 

of other attributes to the extent that the full 

amount of income from the discharge of indebt-

edness has not been applied. 
(k)(1) Except as provided in this section and 

section 505, the time and manner of filing tax re-

turns and the items of income, gain, loss, deduc-

tion, and credit of any taxpayer shall be deter-

mined under applicable nonbankruptcy law. 
(2) For Federal tax purposes, the provisions of 

this section are subject to the Internal Revenue 

Code of 1986 and other applicable Federal non-

bankruptcy law. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2565; Pub. L. 

98–353, title III, § 438, July 10, 1984, 98 Stat. 370; 

Pub. L. 99–554, title II, §§ 257(g), 283(c), Oct. 27, 

1986, 100 Stat. 3114, 3116; Pub. L. 103–394, title V, 

§ 501(d)(4), Oct. 22, 1994, 108 Stat. 4143; Pub. L. 

109–8, title VII, § 719(a)(1), Apr. 20, 2005, 119 Stat. 

131.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 

Section 346 of the House amendment, together with 

sections 728 and 1146, represent special tax provisions 

applicable in bankruptcy. The policy contained in 

those sections reflects the policy that should be applied 

in Federal, State, and local taxes in the view of the 

House Committee on the Judiciary. The House Ways 

and Means Committee and the Senate Finance Com-

mittee did not have time to process a bankruptcy tax 

bill during the 95th Congress. It is anticipated that 

early in the 96th Congress, and before the effective date 

of the bankruptcy code [Oct. 1, 1979], the tax commit-

tees of Congress will have an opportunity to consider 

action with respect to amendments to the Internal 

Revenue Code [title 26] and the special tax provisions in 

title 11. Since the special tax provisions are likely to be 

amended during the first part of the 96th Congress, it 

is anticipated that the bench and bar will also study 

and comment on these special tax provisions prior to 

their revision. 

Special tax provisions: State and local rules. This 

section provides special tax provisions dealing with the 

treatment, under State or local, but not Federal, tax 

law, of the method of taxing bankruptcy estates of in-

dividuals, partnerships, and corporations; survival and 

allocation of tax attributes between the bankrupt and 

the estate; return filing requirements; and the tax 

treatment of income from discharge of indebtedness. 

The Senate bill removed these rules pending adoption 

of Federal rules on these issues in the next Congress. 

The House amendment returns the State and local tax 

rules to section 346 so that they may be studied by the 

bankruptcy and tax bars who may wish to submit com-

ments to Congress. 

Withholding rules: Both the House bill and Senate 

amendment provide that the trustee is required to com-

ply with the normal withholding rules applicable to the 

payment of wages and other payments. The House 

amendment retains this rule for State and local taxes 

only. The treatment of withholding of Federal taxes 

will be considered in the next Congress. 

Section 726 of the Senate amendment provides that 

the rule requiring pro rata payment of all expenses 

within a priority category does not apply to the pay-

ment of amounts withheld by a bankruptcy trustee. 

The purpose of this rule was to insure that the trustee 

pay the full amount of the withheld taxes to the appro-

priate governmental tax authority. The House amend-

ment deletes this rule as unnecessary because the ex-

isting practice conforms essentially to that rule. If the 

trustee fails to pay over in full amounts that he with-

held, it is a violation of his trustee’s duties which 

would permit the taxing authority to sue the trustee on 

his bond. 
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When taxes considered ‘‘incurred’’: The Senate 

amendment contained rules of general application deal-

ing with when a tax is ‘‘incurred’’ for purposes of the 

various tax collection rules affecting the debtor and 

the estate. The House amendment adopts the substance 

of these rules and transfers them to section 507 of title 

11. 
Penalty for failure to pay tax: The Senate amend-

ment contains a rule which relieves the debtor and the 

trustee from certain tax penalties for failure to make 

timely payment of a tax to the extent that the bank-

ruptcy rules prevent the trustee or the debtor from 

paying the tax on time. Since most of these penalties 

relate to Federal taxes, the House amendment deletes 

these rules pending consideration of Federal tax rules 

affecting bankruptcy in the next Congress. 

SENATE REPORT NO. 95–989 

Subsection (a) indicates that subsections (b), (c), (d), 

(e), (g), (h), (i), and (j) apply notwithstanding any State 

or local tax law, but are subject to Federal tax law. 
Subsection (b)(1) provides that in a case concerning 

an individual under chapter 7 or 11 of title 11, income 

of the estate is taxable only to the estate and not to 

the debtor. The second sentence of the paragraph pro-

vides that if such individual is a partner, the tax at-

tributes of the partnership are distributable to the 

partner’s estate rather than to the partner, except to 

the extent that section 728 of title 11 provides other-

wise. 
Subsection (b)(2) states a general rule that the estate 

of an individual is to be taxed as an estate. The para-

graph is made subject to the remainder of section 346 

and section 728 of title 11. 
Subsection (b)(3) requires the accounting method, but 

not necessarily the accounting period, of the estate to 

be the same as the method used by the individual debt-

or. 
Subsection (c)(1) states a general rule that the estate 

of a partnership or a corporated debtor is not a sepa-

rate entity for tax purposes. The income of the debtor 

is to be taxed as if the case were not commenced, ex-

cept as provided in the remainder of section 346 and 

section 728. 
Subsection (c)(2) requires the trustee, except as pro-

vided in section 728 of title 11, to file all tax returns on 

behalf of the partnership or corporation during the 

case. 
Subsection (d) indicates that the estate in a chapter 

13 case is not a separate taxable entity and that all in-

come of the estate is to be taxed to the debtor. 
Subsection (e) establishes a business deduction con-

sisting of allowed expenses of administration except for 

tax or capital expenses that are not otherwise deduct-

ible. The deduction may be used by the estate when it 

is a separate taxable entity or by the entity to which 

the income of the estate is taxed when it is not. 
Subsection (f) imposes a duty on the trustee to com-

ply with any Federal, State, or local tax law requiring 

withholding or collection of taxes from any payment of 

wages, salaries, commissions, dividends, interest, or 

other payments. Any amount withheld is to be paid to 

the taxing authority at the same time and with the 

same priority as the claim from which such amount 

withheld was paid. 
Subsection (g)(1)(A) indicates that neither gain nor 

loss is recognized on the transfer by law of property 

from the debtor or a creditor to the estate. Subpara-

graph (B) provides a similar policy if the property of 

the estate is returned from the estate to the debtor 

other than by a sale of property to debtor. Subpara-

graph (C) also provides for nonrecognition of gain or 

loss in a case under chapter 11 if a corporate debtor 

transfers property to a successor corporation or to an 

affiliate under a joint plan. An exception is made to en-

able a taxing authority to cause recognition of gain or 

loss to the extent provided in IRC [title 26] section 371 

(as amended by section 109 of this bill). 
Subsection (g)(2) provides that any of the three kinds 

of transferees specified in paragraph (1) take the prop-

erty with the same character, holding period, and basis 

in the hands of the transferor at the time of such trans-

fer. The transferor’s basis may be adjusted under sec-

tion 346(j)(5) even if the discharge of indebtedness oc-

curs after the transfer of property. Of course, no adjust-

ment will occur if the transfer is from the debtor to the 

estate or if the transfer is from an entity that is not 

discharged. 
Subsection (h) provides that the creation of the es-

tate of an individual under chapter 7 or 11 of title 11 as 

a separate taxable entity does not affect the number of 

taxable years for purposes of computing loss carryovers 

or carrybacks. The section applies with respect to 

carryovers or carrybacks of the debtor transferred into 

the estate under section 346(i)(1) of title 11 or back to 

the debtor under section 346(i)(2) of title 11. 
Subsection (i)(1) states a general rule that an estate 

that is a separate taxable entity nevertheless succeeds 

to all tax attributes of the debtor. The six enumerated 

attributes are illustrative and not exhaustive. 
Subsection (i)(2) indicates that attributes passing 

from the debtor into an estate that is a separate tax-

able entity will return to the debtor if unused by the 

estate. The debtor is permitted to use any such at-

tribute as though the case had not been commenced. 
Subsection (i)(3) permits an estate that is a separate 

taxable entity to carryback losses of the estate to a 

taxable period of the debtor that ended before the case 

was filed. The estate is treated as if it were the debtor 

with respect to time limitations and other restrictions. 

The section makes clear that the debtor may not carry-

back any loss of his own from a tax year during the 

pendency of the case to such a period until the case is 

closed. No tolling of any period of limitation is pro-

vided with respect to carrybacks by the debtor of post- 

petition losses. 
Subsection (j) sets forth seven special rules treating 

with the tax effects of forgiveness or discharge of in-

debtedness. The terms ‘‘forgiveness’’ and ‘‘discharge’’ 

are redundant, but are used to clarify that ‘‘discharge’’ 

in the context of a special tax provision in title 11 in-

cludes forgiveness of indebtedness whether or not such 

indebtedness is ‘‘discharged’’ in the bankruptcy sense. 
Paragraph (1) states the general rule that forgiveness 

of indebtedness is not taxable except as otherwise pro-

vided in paragraphs (2)–(7). The paragraph is patterned 

after sections 268, 395, and 520 of the Bankruptcy Act 

[sections 668, 795, and 920 of former title 11]. 
Paragraph (2) disallows deductions for liabilities of a 

deductible nature in any year during or after the year 

of cancellation of such liabilities. For the purposes of 

this paragraph, ‘‘a deduction with respect to a liabil-

ity’’ includes a capital loss incurred on the disposition 

of a capital asset with respect to a liability that was 

incurred in connection with the acquisition of such 

asset. 
Paragraph (3) causes any net operating loss of a debt-

or that is an individual or corporation to be reduced by 

any discharge of indebtedness except as provided in 

paragraphs (2) or (4). If a deduction is disallowed under 

paragraph (2), then no double counting occurs. Thus, 

paragraph (3) will reflect the reduction of losses by li-

abilities that have been forgiven, including deductible 

liabilities or nondeductible liabilities such as repay-

ment of principal on borrowed funds. 
Paragraph (4) specifically excludes two kinds of in-

debtedness from reduction of net operating losses under 

paragraph (3) or from reduction of basis under para-

graph (5). Subparagraph (A) excludes items of a deduct-

ible nature that were not deducted or that could not be 

deducted such as gambling losses or liabilities for in-

terest owed to a relative of the debtor. Subparagraph 

(B) excludes indebtedness of a debtor that is an individ-

ual or corporation that resulted in deductions which 

did not offset income and that did not contribute to an 

unexpired net operating loss or loss carryover. In these 

situations, the debtor has derived no tax benefit so 

there is no need to incur an offsetting reduction. 
Paragraph (5) provides a two-point test for reduction 

of basis. The paragraph replaces sections 270, 396, and 
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522 of the Bankruptcy Act [sections 670, 796, and 922 of 

former title 11]. Subparagraph (A) sets out the maxi-

mum amount by which basis may be reduced—the total 

indebtedness forgiven less adjustments made under 

paragraphs (2) and (3). This avoids double counting. If 

a deduction is disallowed under paragraph (2) or a 

carryover is reduced under paragraph (3) then the tax 

benefit is neutralized, and there is no need to reduce 

basis. Subparagraph (B) reduces basis to the extent the 

debtor’s total basis of assets before the discharge ex-

ceeds total preexisting liabilities still remaining after 

discharge of indebtedness. This is a ‘‘basis solvency’’ 

limitation which differs from the usual test of solvency 

because it measures against the remaining liabilities 

the benefit aspect of assets, their basis, rather than 

their value. Paragraph (5) applies so that any trans-

feree of the debtor’s property who is required to use the 

debtor’s basis takes the debtor’s basis reduced by the 

lesser of (A) and (B). Thus, basis will be reduced, but 

never below a level equal to undischarged liabilities. 
Paragraph (6) specifies that basis need not be reduced 

under paragraph (5) to the extent the debtor treats dis-

charged indebtedness as taxable income. This permits 

the debtor to elect whether to recognize income, which 

may be advantageous if the debtor anticipates subse-

quent net operating losses, rather than to reduce basis. 
Paragraph (7) establishes two rules excluding from 

the category of discharged indebtedness certain indebt-

edness that is exchanged for an equity security issued 

under a plan or that is forgiven as a contribution to 

capital by an equity security holder. Subparagraph (A) 

creates the first exclusion to the extent indebtedness 

consisting of items not of a deductible nature is ex-

changed for an equity security, other than the interests 

of a limited partner in a limited partnership, issued by 

the debtor or is forgiven as a contribution to capital by 

an equity security holder. Subparagraph (B) excludes 

indebtedness consisting of items of a deductible nature, 

if the exchange of stock for debts has the same effect 

as a cash payment equal to the value of the equity se-

curity, in the amount of the fair market value of the 

equity security or, if less, the extent to which such ex-

change has such effect. The two provisions treat the 

debtor as if it had originally issued stock instead of 

debt. Subparagraph (B) rectifies the inequity under cur-

rent law between a cash basis and accrual basis debtor 

concerning the issuance of stock in exchange for pre-

vious services rendered that were of a greater value 

than the stock. Subparagraph (B) also changes current 

law by taxing forgiveness of indebtedness to the extent 

that stock is exchanged for the accrued interest compo-

nent of a security, because the recipient of such stock 

would not be regarded as having received money under 

the Carman doctrine. 

REFERENCES IN TEXT 

The Internal Revenue Code of 1986, referred to in text, 

is classified generally to Title 26, Internal Revenue 

Code. 

AMENDMENTS 

2005—Pub. L. 109–8 amended section catchline and 

text generally. Prior to amendment, text consisted of 

subsecs. (a) to (j) relating to special tax provisions. 
1994—Subsec. (a). Pub. L. 103–394, § 504(d)(4)(A), sub-

stituted ‘‘Internal Revenue Code of 1986’’ for ‘‘Internal 

Revenue Code of 1954 (26 U.S.C. 1 et seq.)’’. 
Subsec. (g)(1)(C). Pub. L. 103–394, § 501(d)(4)(B), sub-

stituted ‘‘Internal Revenue Code of 1986’’ for ‘‘Internal 

Revenue Code of 1954 (26 U.S.C. 371)’’. 
1986—Subsec. (b)(1). Pub. L. 99–554, § 257(g)(1), inserted 

reference to chapter 12. 
Subsec. (g)(1)(C). Pub. L. 99–554, § 257(g)(2), inserted 

reference to chapter 12. 
Subsec. (i)(1). Pub. L. 99–554, § 257(g)(3), inserted ref-

erence to chapter 12. 
Subsec. (j)(7). Pub. L. 99–554, § 283(c), substituted 

‘‘owed’’ for ‘‘owned’’. 
1984—Subsec. (c)(2). Pub. L. 98–353 substituted ‘‘cor-

poration’’ for ‘‘operation’’. 

EFFECTIVE DATE OF 2005 AMENDMENT 

Amendment by Pub. L. 109–8 effective 180 days after 

Apr. 20, 2005, and not applicable with respect to cases 

commenced under this title before such effective date, 

except as otherwise provided, see section 1501 of Pub. L. 

109–8, set out as a note under section 101 of this title. 

EFFECTIVE DATE OF 1994 AMENDMENT 

Amendment by Pub. L. 103–394 effective Oct. 22, 1994, 

and not applicable with respect to cases commenced 

under this title before Oct. 22, 1994, see section 702 of 

Pub. L. 103–394, set out as a note under section 101 of 

this title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Amendment by section 257 of Pub. L. 99–554 effective 

30 days after Oct. 27, 1986, but not applicable to cases 

commenced under this title before that date, see sec-

tion 302(a), (c)(1) of Pub. L. 99–554, set out as a note 

under section 581 of Title 28, Judiciary and Judicial 

Procedure. 

Amendment by section 283 of Pub. L. 99–554 effective 

30 days after Oct. 27, 1986, see section 302(a) of Pub. L. 

99–554. 

EFFECTIVE DATE OF 1984 AMENDMENT 

Amendment by Pub. L. 98–353 effective with respect 

to cases filed 90 days after July 10, 1984, see section 

552(a) of Pub. L. 98–353, set out as a note under section 

101 of this title. 

§ 347. Unclaimed property 

(a) Ninety days after the final distribution 

under section 726, 1226, or 1326 of this title in a 

case under chapter 7, 12, or 13 of this title, as the 

case may be, the trustee shall stop payment on 

any check remaining unpaid, and any remaining 

property of the estate shall be paid into the 

court and disposed of under chapter 129 of title 

28. 

(b) Any security, money, or other property re-

maining unclaimed at the expiration of the time 

allowed in a case under chapter 9, 11, or 12 of 

this title for the presentation of a security or 

the performance of any other act as a condition 

to participation in the distribution under any 

plan confirmed under section 943(b), 1129, 1173, or 

1225 of this title, as the case may be, becomes 

the property of the debtor or of the entity ac-

quiring the assets of the debtor under the plan, 

as the case may be. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2568; Pub. L. 

99–554, title II, § 257(h), Oct. 27, 1986, 100 Stat. 

3114.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 

Section 347(a) of the House amendment adopts a com-

parable provision contained in the Senate amendment 

instructing the trustee to stop payment on any check 

remaining unpaid more than 90 days after the final dis-

tribution in a case under Chapter 7 or 13. Technical 

changes are made in section 347(b) to cover distribu-

tions in a railroad reorganization. 

SENATE REPORT NO. 95–989 

Section 347 is derived from Bankruptcy Act § 66 [sec-

tion 106 of former title 11]. Subsection (a) requires the 

trustee to stop payment on any distribution check that 

is unpaid 90 days after the final distribution in a case 

under chapter 7 or 13. The unclaimed funds, and any 

other property of the estate are paid into the court and 

disposed of under chapter 129 [§ 2041 et seq.] of title 28, 
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which requires the clerk of court to hold the funds for 

their owner for 5 years, after which they escheat to the 

Treasury. 

Subsection (b) specifies that any property remaining 

unclaimed at the expiration of the time allowed in a 

chapter 9 or 11 case for presentation (exchange) of secu-

rities or the performance of any other act as a condi-

tion to participation in the plan reverts to the debtor 

or the entity acquiring the assets of the debtor under 

the plan. Conditions to participation under a plan in-

clude such acts as cashing a check, surrendering securi-

ties for cancellation, and so on. Similar provisions are 

found in sections 96(d) and 205 of current law [sections 

416(d) and 605 of former title 11]. 

AMENDMENTS 

1986—Subsec. (a). Pub. L. 99–554, § 257(h)(1), inserted 

references to section 1226 and chapter 12 of this title. 

Subsec. (b). Pub. L. 99–554, § 257(h)(2), inserted ref-

erences to chapter 12 and section 1225 of this title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Amendment by Pub. L. 99–554 effective 30 days after 

Oct. 27, 1986, but not applicable to cases commenced 

under this title before that date, see section 302(a), 

(c)(1) of Pub. L. 99–554, set out as a note under section 

581 of Title 28, Judiciary and Judicial Procedure. 

§ 348. Effect of conversion 

(a) Conversion of a case from a case under one 

chapter of this title to a case under another 

chapter of this title constitutes an order for re-

lief under the chapter to which the case is con-

verted, but, except as provided in subsections (b) 

and (c) of this section, does not effect a change 

in the date of the filing of the petition, the com-

mencement of the case, or the order for relief. 

(b) Unless the court for cause orders other-

wise, in sections 701(a), 727(a)(10), 727(b), 1102(a), 

1110(a)(1), 1121(b), 1121(c), 1141(d)(4), 1201(a), 1221, 

1228(a), 1301(a), and 1305(a) of this title, ‘‘the 

order for relief under this chapter’’ in a chapter 

to which a case has been converted under sec-

tion 706, 1112, 1208, or 1307 of this title means the 

conversion of such case to such chapter. 

(c) Sections 342 and 365(d) of this title apply in 

a case that has been converted under section 706, 

1112, 1208, or 1307 of this title, as if the conver-

sion order were the order for relief. 

(d) A claim against the estate or the debtor 

that arises after the order for relief but before 

conversion in a case that is converted under sec-

tion 1112, 1208, or 1307 of this title, other than a 

claim specified in section 503(b) of this title, 

shall be treated for all purposes as if such claim 

had arisen immediately before the date of the 

filing of the petition. 

(e) Conversion of a case under section 706, 1112, 

1208, or 1307 of this title terminates the service 

of any trustee or examiner that is serving in the 

case before such conversion. 

(f)(1) Except as provided in paragraph (2), when 

a case under chapter 13 of this title is converted 

to a case under another chapter under this 

title— 

(A) property of the estate in the converted 

case shall consist of property of the estate, as 

of the date of filing of the petition, that re-

mains in the possession of or is under the con-

trol of the debtor on the date of conversion; 

(B) valuations of property and of allowed se-

cured claims in the chapter 13 case shall apply 

only in a case converted to a case under chap-

ter 11 or 12, but not in a case converted to a 

case under chapter 7, with allowed secured 

claims in cases under chapters 11 and 12 re-

duced to the extent that they have been paid 

in accordance with the chapter 13 plan; and 

(C) with respect to cases converted from 

chapter 13— 

(i) the claim of any creditor holding secu-

rity as of the date of the filing of the peti-

tion shall continue to be secured by that se-

curity unless the full amount of such claim 

determined under applicable nonbankruptcy 

law has been paid in full as of the date of 

conversion, notwithstanding any valuation 

or determination of the amount of an al-

lowed secured claim made for the purposes 

of the case under chapter 13; and 

(ii) unless a prebankruptcy default has 

been fully cured under the plan at the time 

of conversion, in any proceeding under this 

title or otherwise, the default shall have the 

effect given under applicable nonbankruptcy 

law. 

(2) If the debtor converts a case under chapter 

13 of this title to a case under another chapter 

under this title in bad faith, the property of the 

estate in the converted case shall consist of the 

property of the estate as of the date of conver-

sion. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2568; Pub. L. 

99–554, title II, § 257(i), Oct. 27, 1986, 100 Stat. 3115; 

Pub. L. 103–394, title III, § 311, title V, § 501(d)(5), 

Oct. 22, 1994, 108 Stat. 4138, 4144; Pub. L. 109–8, 

title III, § 309(a), title XII, § 1207, Apr. 20, 2005, 119 

Stat. 82, 194; Pub. L. 111–327, § 2(a)(11), Dec. 22, 

2010, 124 Stat. 3558.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 

The House amendment adopts section 348(b) of the 

Senate amendment with slight modifications, as more 

accurately reflecting sections to which this particular 

effect of conversion should apply. 

Section 348(e) of the House amendment is a stylistic 

revision of similar provisions contained in H.R. 8200 as 

passed by the House and in the Senate amendment. 

Termination of services is expanded to cover any exam-

iner serving in the case before conversion, as done in 

H.R. 8200 as passed by the House. 

SENATE REPORT NO. 95–989 

This section governs the effect of the conversion of a 

case from one chapter of the bankruptcy code to an-

other chapter. Subsection (a) specifies that the date of 

the filing of the petition, the commencement of the 

case, or the order for relief are unaffected by conver-

sion, with some exceptions specified in subsections (b) 

and (c). 

Subsection (b) lists certain sections in the operative 

chapters of the bankruptcy code in which there is a ref-

erence to ‘‘the order for relief under this chapter.’’ In 

those sections, the reference is to be read as a reference 

to the conversion order if the case has been converted 

into the particular chapter. Subsection (c) specifies 

that notice is to be given of the conversion order the 

same as notice was given of the order for relief, and 

that the time the trustee (or debtor in possession) has 

for assuming or rejecting executory contracts recom-

mences, thus giving an opportunity for a newly ap-

pointed trustee to familiarize himself with the case. 

Subsection (d) provides for special treatment of 

claims that arise during chapter 11 or 13 cases before 

the case is converted to a liquidation case. With the ex-



Page 68 TITLE 11—BANKRUPTCY § 349 

ception of claims specified in proposed 11 U.S.C. 503(b) 

(administrative expenses), preconversion claims are 

treated the same as prepetition claims. 

Subsection (e) provides that conversion of a case ter-

minates the service of any trustee serving in the case 

prior to conversion. 

AMENDMENTS 

2010—Subsec. (b). Pub. L. 111–327, § 2(a)(11)(A), struck 

out ‘‘728(a), 728(b),’’ after ‘‘727(b),’’ and ‘‘1146(a), 

1146(b),’’ after ‘‘1141(d)(4),’’. 

Subsec. (f)(1)(C)(i). Pub. L. 111–327, § 2(a)(11)(B), which 

directed insertion of ‘‘of the filing’’ after ‘‘date’’, was 

executed by making the insertion after ‘‘date’’ the first 

time appearing to reflect the probable intent of Con-

gress. 

2005—Subsec. (f)(1)(B). Pub. L. 109–8, § 309(a)(2)(A), 

substituted ‘‘only in a case converted to a case under 

chapter 11 or 12, but not in a case converted to a case 

under chapter 7, with allowed secured claims in cases 

under chapters 11 and 12’’ for ‘‘in the converted case, 

with allowed secured claims’’. 

Subsec. (f)(1)(C). Pub. L. 109–8, § 309(a)(1), (2)(B), (3), 

added subpar. (C). 

Subsec. (f)(2). Pub. L. 109–8, § 1207, inserted ‘‘of the es-

tate’’ after ‘‘bad faith, the property’’. 

1994—Subsec. (b). Pub. L. 103–394, § 501(d)(5), sub-

stituted ‘‘1201(a), 1221, 1228(a), 1301(a), and 1305(a)’’ for 

‘‘1301(a), 1305(a), 1201(a), 1221, and 1228(a)’’ and ‘‘1208, or 

1307’’ for ‘‘1307, or 1208’’. 

Subsecs. (c) to (e). Pub. L. 103–394, § 501(d)(5)(B), sub-

stituted ‘‘1208, or 1307’’ for ‘‘1307, or 1208’’. 

Subsec. (f). Pub. L. 103–394, § 311, added subsec. (f). 

1986—Subsec. (b). Pub. L. 99–554, § 257(i)(1), substituted 

references to sections 1201(a), 1221, and 1228(a) of this 

title for reference to section 1328(a) of this title, and in-

serted reference to section 1208 of this title. 

Subsecs. (c) to (e). Pub. L. 99–554, § 257(i)(2), (3), in-

serted reference to section 1208 of this title. 

EFFECTIVE DATE OF 2005 AMENDMENT 

Amendment by Pub. L. 109–8 effective 180 days after 

Apr. 20, 2005, and not applicable with respect to cases 

commenced under this title before such effective date, 

except as otherwise provided, see section 1501 of Pub. L. 

109–8, set out as a note under section 101 of this title. 

EFFECTIVE DATE OF 1994 AMENDMENT 

Amendment by Pub. L. 103–394 effective Oct. 22, 1994, 

and not applicable with respect to cases commenced 

under this title before Oct. 22, 1994, see section 702 of 

Pub. L. 103–394, set out as a note under section 101 of 

this title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Amendment by Pub. L. 99–554 effective 30 days after 

Oct. 27, 1986, but not applicable to cases commenced 

under this title before that date, see section 302(a), 

(c)(1) of Pub. L. 99–554, set out as a note under section 

581 of Title 28, Judiciary and Judicial Procedure. 

§ 349. Effect of dismissal 

(a) Unless the court, for cause, orders other-

wise, the dismissal of a case under this title does 

not bar the discharge, in a later case under this 

title, of debts that were dischargeable in the 

case dismissed; nor does the dismissal of a case 

under this title prejudice the debtor with regard 

to the filing of a subsequent petition under this 

title, except as provided in section 109(g) of this 

title. 

(b) Unless the court, for cause, orders other-

wise, a dismissal of a case other than under sec-

tion 742 of this title— 

(1) reinstates— 

(A) any proceeding or custodianship super-

seded under section 543 of this title; 

(B) any transfer avoided under section 522, 

544, 545, 547, 548, 549, or 724(a) of this title, or 

preserved under section 510(c)(2), 522(i)(2), or 

551 of this title; and 
(C) any lien voided under section 506(d) of 

this title; 

(2) vacates any order, judgment, or transfer 

ordered, under section 522(i)(1), 542, 550, or 553 

of this title; and 
(3) revests the property of the estate in the 

entity in which such property was vested im-

mediately before the commencement of the 

case under this title. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2569; Pub. L. 

98–353, title III, § 303, July 10, 1984, 98 Stat. 352; 

Pub. L. 103–394, title V, § 501(d)(6), Oct. 22, 1994, 

108 Stat. 4144.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 

Section 349(b)(2) of the House amendment adds a 

cross reference to section 553 to reflect the new right of 

recovery of setoffs created under that section. Cor-

responding changes are made throughout the House 

amendment. 

SENATE REPORT NO. 95–989 

Subsection (a) specifies that unless the court for 

cause orders otherwise, the dismissal of a case is with-

out prejudice. The debtor is not barred from receiving 

a discharge in a later case of debts that were discharge-

able in the case dismissed. Of course, this subsection 

refers only to pre-discharge dismissals. If the debtor 

has already received a discharge and it is not revoked, 

then the debtor would be barred under section 727(a) 

from receiving a discharge in a subsequent liquidation 

case for six years. Dismissal of an involuntary on the 

merits will generally not give rise to adequate cause so 

as to bar the debtor from further relief. 
Subsection (b) specifies that the dismissal reinstates 

proceedings or custodianships that were superseded by 

the bankruptcy case, reinstates avoided transfers, rein-

states voided liens, vacates any order, judgment, or 

transfer ordered as a result of the avoidance of a trans-

fer, and revests the property of the estate in the entity 

in which the property was vested at the commencement 

of the case. The court is permitted to order a different 

result for cause. The basic purpose of the subsection is 

to undo the bankruptcy case, as far as practicable, and 

to restore all property rights to the position in which 

they were found at the commencement of the case. This 

does not necessarily encompass undoing sales of prop-

erty from the estate to a good faith purchaser. Where 

there is a question over the scope of the subsection, the 

court will make the appropriate orders to protect 

rights acquired in reliance on the bankruptcy case. 

AMENDMENTS 

1994—Subsec. (a). Pub. L. 103–394 substituted ‘‘109(g)’’ 

for ‘‘109(f)’’. 
1984—Subsec. (a). Pub. L. 98–353 inserted ‘‘; nor does 

the dismissal of a case under this title prejudice the 

debtor with regard to the filing of a subsequent peti-

tion under this title, except as provided in section 109(f) 

of this title’’. 

EFFECTIVE DATE OF 1994 AMENDMENT 

Amendment by Pub. L. 103–394 effective Oct. 22, 1994, 

and not applicable with respect to cases commenced 

under this title before Oct. 22, 1994, see section 702 of 

Pub. L. 103–394, set out as a note under section 101 of 

this title. 

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 
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552(a) of Pub. L. 98–353, set out as a note under section 

101 of this title. 

§ 350. Closing and reopening cases 

(a) After an estate is fully administered and 

the court has discharged the trustee, the court 

shall close the case. 

(b) A case may be reopened in the court in 

which such case was closed to administer assets, 

to accord relief to the debtor, or for other cause. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2569; Pub. L. 

98–353, title III, § 439, July 10, 1984, 98 Stat. 370.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 

Subsection (a) requires the court to close a bank-

ruptcy case after the estate is fully administered and 

the trustee discharged. The Rules of Bankruptcy Proce-

dure will provide the procedure for case closing. Sub-

section (b) permits reopening of the case to administer 

assets, to accord relief to the debtor, or for other cause. 

Though the court may permit reopening of a case so 

that the trustee may exercise an avoiding power, laches 

may constitute a bar to an action that has been de-

layed too long. The case may be reopened in the court 

in which it was closed. The rules will prescribe the pro-

cedure by which a case is reopened and how it will be 

conducted after reopening. 

AMENDMENTS 

1984—Subsec. (b). Pub. L. 98–353 substituted ‘‘A’’ for 

‘‘a’’. 

EFFECTIVE DATE OF 1984 AMENDMENT 

Amendment by Pub. L. 98–353 effective with respect 

to cases filed 90 days after July 10, 1984, see section 

552(a) of Pub. L. 98–353, set out as a note under section 

101 of this title. 

§ 351. Disposal of patient records 

If a health care business commences a case 

under chapter 7, 9, or 11, and the trustee does 

not have a sufficient amount of funds to pay for 

the storage of patient records in the manner re-

quired under applicable Federal or State law, 

the following requirements shall apply: 

(1) The trustee shall— 

(A) promptly publish notice, in 1 or more 

appropriate newspapers, that if patient 

records are not claimed by the patient or an 

insurance provider (if applicable law permits 

the insurance provider to make that claim) 

by the date that is 365 days after the date of 

that notification, the trustee will destroy 

the patient records; and 

(B) during the first 180 days of the 365-day 

period described in subparagraph (A), 

promptly attempt to notify directly each pa-

tient that is the subject of the patient 

records and appropriate insurance carrier 

concerning the patient records by mailing to 

the most recent known address of that pa-

tient, or a family member or contact person 

for that patient, and to the appropriate in-

surance carrier an appropriate notice re-

garding the claiming or disposing of patient 

records. 

(2) If, after providing the notification under 

paragraph (1), patient records are not claimed 

during the 365-day period described under that 

paragraph, the trustee shall mail, by certified 

mail, at the end of such 365-day period a writ-

ten request to each appropriate Federal agen-

cy to request permission from that agency to 

deposit the patient records with that agency, 

except that no Federal agency is required to 

accept patient records under this paragraph. 

(3) If, following the 365-day period described 

in paragraph (2) and after providing the notifi-

cation under paragraph (1), patient records are 

not claimed by a patient or insurance pro-

vider, or request is not granted by a Federal 

agency to deposit such records with that agen-

cy, the trustee shall destroy those records 

by— 

(A) if the records are written, shredding or 

burning the records; or 

(B) if the records are magnetic, optical, or 

other electronic records, by otherwise de-

stroying those records so that those records 

cannot be retrieved. 

(Added Pub. L. 109–8, title XI, § 1102(a), Apr. 20, 

2005, 119 Stat. 189.) 

EFFECTIVE DATE 

Section effective 180 days after Apr. 20, 2005, and not 

applicable with respect to cases commenced under this 

title before such effective date, except as otherwise 

provided, see section 1501 of Pub. L. 109–8, set out as an 

Effective Date of 2005 Amendment note under section 

101 of this title. 

SUBCHAPTER IV—ADMINISTRATIVE 

POWERS 

§ 361. Adequate protection 

When adequate protection is required under 

section 362, 363, or 364 of this title of an interest 

of an entity in property, such adequate protec-

tion may be provided by— 

(1) requiring the trustee to make a cash pay-

ment or periodic cash payments to such en-

tity, to the extent that the stay under section 

362 of this title, use, sale, or lease under sec-

tion 363 of this title, or any grant of a lien 

under section 364 of this title results in a de-

crease in the value of such entity’s interest in 

such property; 

(2) providing to such entity an additional or 

replacement lien to the extent that such stay, 

use, sale, lease, or grant results in a decrease 

in the value of such entity’s interest in such 

property; or 

(3) granting such other relief, other than en-

titling such entity to compensation allowable 

under section 503(b)(1) of this title as an ad-

ministrative expense, as will result in the re-

alization by such entity of the indubitable 

equivalent of such entity’s interest in such 

property. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2569; Pub. L. 

98–353, title III, § 440, July 10, 1984, 98 Stat. 370.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 

Section 361 of the House amendment represents a 

compromise between H.R. 8200 as passed by the House 

and the Senate amendment regarding the issue of ‘‘ade-

quate protection’’ of a secured party. The House 

amendment deletes the provision found in section 361(3) 

of H.R. 8200 as passed by the House. It would have per-

mitted adequate protection to be provided by giving 
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