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THE GOOD OLD DAYS WERE NOT SO GOOD 
 

 
The Bankruptcy Act of 1898 vs the Bankruptcy Code of 1978 (effective October 1, 1979). 

 
The Bankruptcy Act was passed by Congress in 1898 and amended extensively by the 

Chandler Act of 1938 following the Great Depression (Introduced by Rep. Walter 
Chandler, (D-Tenn.)) 

 
Some of the major changes are outlined below: 

ACT PROVISIONS CODE PROVISIONS 

1. Bankruptcy judges appointed by the 
district courts and served for 6-year 
terms. [Bankruptcy Act § 34a] 

Bankruptcy judges appointed by the 
courts of appeals and serve for 14-year 
terms. 28 U.S.C. § 152(a)(1)]  

2. Bankruptcy judges’ jurisdiction was 
limited, based on actual or 
constructive possession of property 
(summary/plenary jurisdiction) 
[Bankruptcy Act §§ 23,60b, 67e]  

Broad jurisdictional grant, later held 
unconstitutional [Northern Pipeline 
Constr. Co. v. Marathon Pipe Line Co., 
458 US 50 (1982)], statutorily limited to 
“core proceedings” (1984 amendments), 
further limited by Stern v. Marshall, 564 
US 462(2011). 28 U.S.C. §§ 1334, 157] 

3. Bankruptcy judges ruled on 
controversies and administered cases. 
[Bankruptcy Act § 39a] 

Bankruptcy judges’ role was made 
primarily judicial.  

4. Bankruptcy judges were the 
administrative supervisors. 
[Bankruptcy Act § 39a] 

U.S. Trustee program created as non-
judicial watchdog for bankruptcy cases. 
[28 U.S.C. §§ 581 et seq.]  

5. Informal conferences in chambers 
used frequently to resolve matters.  

More formal court procedures for 
resolving controversies.  

6. Filing fees were low (Chapter XIII 
filing fee was $15).  

High filing fees. [28 U.S.C. § 1930] 

7. No provision for joint petitions; 
separate petitions required for 
spouses. [Bankruptcy Act §4]  

Joint petitions for spouses authorized. 
[Bankruptcy Code § 302] 

8. Trustee appointed by bankruptcy 
judge if creditors did not elect a 
trustee [Bankruptcy Act § 44a] 

Trustee appointed by U.S. Trustee in 
every chapter 7 (unless elected), 12, or 13 
case. [Bankruptcy Code §§ 701, 1202, 
1302; 28 U.S.C. § 586(b)] 
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9. “First meeting of creditors” conducted 
by bankruptcy referee (later, 
bankruptcy judge) [Bankruptcy Act 
§§ 38(7), 55b] 

341 meeting of creditors conducted by 
trustee; bankruptcy judge may not attend. 
[Bankruptcy Code § 341(c)]  

10. Chapter XIII available only for “wage 
earners,” without limit on amount of 
debt. [Bankruptcy Act §§ 606(8), 623] 

Chapter 13 expanded to all individuals 
with regular income, but with limitation 
on amount of debt. [Bankruptcy Code 
§ 109(e)]  

11. No special relief for small farmers. Chapter 12 provides special composition 
procedure for small farmers (1986 act).  

12. No federal exemptions. [Bankruptcy 
Act § 70a] 

Federal exemptions provision with States’ 
right to opt out. [Bankruptcy Code 
§ 522(b)]  

13. Actions for libel, slander, and 
personal injury did not become 
property of the estate. [Bankruptcy 
Act § 70a(5)]  

All legal and equitable interests of the 
debtor become property of the estate. 
[Bankruptcy Code § 541(a)(1)]  

14. No special treatment for spousal 
support (other than 
nondischargeability) [Bankruptcy Act 
§ 17a(7)]  

Spousal and child support have first 
priority (2005 act) and are 
nondischargeable. [Bankruptcy Code 
§§ 507(a)(1), 523(a)(5), (15)]  

15. No automatic stay Bankruptcy filing (order for relief) acts as 
an injunction against suits and all 
collection actions. [Bankruptcy Code 
§ 362(a)]  

16. Bifurcation of secured debt 
recognized by not required.  

Over- and under-secured debt treated 
differently on bifurcated secured claims. 
[Bankruptcy Code § 506(a)] 

17. Discharge granted without further 
hearing. [Bankruptcy Act § 14b(2)] 

Original 1978 Code required Bankruptcy 
Judge to hold a separate discharge 
hearing to advise Debtors of the effect of 
discharge (later, the discharge hearing 
was made optional) [Bankruptcy Code 
§ 524(d)]  

18. Discharge was an affirmative defense 
to be pleaded in civil cases.  

Discharge acts as an injunction to suits 
and all collections activities on 
discharged debt. [Bankruptcy Code 
§ 524(a)]  
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19. Reaffirmation could be in writing or 
be implied by post-petition actions. 
   

Reaffirmation only by a written document 
approved by the Court or certified by 
counsel as not imposing an undue burden 
on the debtor, filed with the Court before 
discharge. [Bankruptcy Code 
§§ 524(c)(2), (k)] 

20. No requirement for statement of 
intent on secured debt.  

Statement of Intent required to be filed 
and then fulfilled by debtor within 45 
days. [Bankruptcy Code § 521(a)(2)(A)]   

21. No provision for special treatment of 
educational loans.  

Student loans nondischargeaable until 
five years after first payment becomes 
due (later amended to bar discharge 
absent undue hardship). [Bankruptcy 
Code § 523(a)(8)]  

22. Corporations could receive a 
discharge in straight liquidation 
bankruptcy (Chapter VII) 
[Bankruptcy Act § 14a]  

No discharge for non-individuals in 
chapter 7 (passed to prevent trafficking in 
corporation shells for the tax net 
operating losses). [Bankruptcy Code 
§ 727(a)(1)]  

23. Chapter XI designed for  
reorganization of unsecured debt 
only.  Chapter X with Trustee 
appointed by District Judge designed 
to reorganize both secured and 
unsecured debt. 

Chapter X eliminated. Chapter 11 plan 
may affect all debt and equity. Debtor 
stays in possession unless removed for 
cause. [Bankruptcy Code §§ 1101(1), 1104, 
1107, 1123, 1141] 

24. Securities and Exchange  Commission 
had right to appeal, and the majority 
of reported cases involved the SEC as 
appellant. [See generally General 
Stores Corp. v. Shlensky, 350 U.S. 
462 (1956)] 

SEC may be heard on all matters but may 
not appeal. [Bankruptcy Code § 1109(a)]  

25. No statutory penalties for dismissal of 
unsuccessful involuntary petition.  

Statutory penalties against unsuccessful 
involuntary petitioners. [Bankruptcy 
Code § 303(i)] 

26. Executory contracts and unexpired 
leases were unprotected. [See 
Bankruptcy Act § 70b] 

Ipso facto provisions in executory 
contracts and unexpired leases are 
unenforceable. [Bankruptcy Code 
§ 365(e)]  
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27. Four-month reach back for recovery of 
preferences. [Bankruptcy Act § 60a(1)] 

Ninety-day preference period. 
[Bankruptcy Code § 547(b)]  
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