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The Task Force found that Subchapter V is functioning as Congress intended, and that 
many of those interviewed by the Task Force believe that Subchapter V is the most 
effective and useful bankruptcy legislation passed since the enactment of the Bankruptcy 

Code in 1978. The Preliminary Report details that Subchapter V debtors are confinning 
bankruptcy plans at higher rates, more quickly and at lower costs than non-Subchapter V 
small business cases and regular Chapter 11 cases. 

Strong industry support exists for legislation that would maintain eligibility for 
Subchapter V at $7.5 million in aggregate noncontingent, liquidated debts. As the 
Preliminary Report notes, Subchapter V is imperative for this category of debtors that 
cannot reorganize in a regular Chapter 11 case and would othenvise liquidate and close, 
thus banning owners, employees, and creditors. 

Moreover, maintaining the debt cap at $7.5 million provides consistency and access to 
Subchapter V. Most Subchapter V debtors have filed bankruptcy while the $7.5 million 
debt cap has been in place. Reverting to the lower debt cap would make reorganization 
inaccessible to many smaller businesses. About 30% of all Chapter 11 bankruptcy cases 
filed since enactment of the SBRA have been Subchapter V cases. Significantly, more 
than 25% of these Subchapter V debtors would have been ineligible for Subchapter V 
relief under the lower cap. Had the $7.5 million debt cap not been in place, given the cost 
of restructuring alternatives, these businesses would likely have been extinguished, 
thereby leading to the loss of jobs and hann to the economy. 

If Congress does not act before June, the eligibility debt cap under Subchapter V will 
automatically be lowered to approximately $3 million. ABI encourages Congress to 
review this issue now and consider maintaining the $7.5 million debt cap as recommended 
by the Task Force. 

We note that the views expressed in this statement are those of the American Bankruptcy 
Institute and its Subchapter V Task Force, on whose behalf this statement is issued, and 
do not necessarily reflect the personal views, if any, of any individual ABI member. 

If you or anyone from your staff would like to discuss the findings of the Task Force's 
Preliminary Report or need additional infonnation, please contact me directly by email at 
skapila@kapilamukamal.com at your convenience. Thank you for your attention. 

Sincerely, 

Soneet Kapila 
President 
American Bankruptcy Institute 
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