
C A L I F O R N I A  L A W  R E V I S I O N  C O M M I S S I O N  S T A F F  M E M O R A N D U M

Admin. November 7, 1996

Third Supplement to Memorandum 96-58

New Topics and Priorities: Topics Suggested by Commissioner Wied

Attached to this supplemental memorandum is a letter from Commission

Member Colin Wied with several suggested topics for Commission study.

Extend Application of Chapter 9 of Bankruptcy Code

Commissioner Wied indicates that the new Bankruptcy Code extends

considerable latitude to state and local governments to choose whether to final a

Chapter 9 petition (adjustment of debts of governmental entities). He notes that

existing law dates back to the 1940s and fails to take advantage of this latitude.

He also suggests that Chapter 9 might be extended to nonprofit corporations

that administer government funded programs. Chapter 9 may offer greater

advantages to these quasi-public entities than Chapter 11 (reorganization).

Codify and Expand Law Governing Assignments for Benefit of Creditors

Commissioner Wied recommends comprehensive legislation governing

assignments for benefit of creditors, observing that existing statutory law is

sparse and case law adds little. The staff agrees with this assessment, but notes

that the Commission began just such a project 17 years ago, and the staff actually

completed a draft comprehensive statute. The Commission ended up

abandoning the project on advice from the credit managers’ associations and

boards of trade that they would vigorously opposed “government regulation” of

assignments. Instead, we recommended repeal of the old obsolete assignment

statute; that repeal was enacted by the Legislature.

Commissioner Wied also suggests extension of the assignment concept

(liquidation) to reorganization. Current Chapter 11 reorganization is an

inadequate vehicle for small to medium-large businesses.

Respectfully submitted,

Nathaniel Sterling
Executive Secretary










