
President Donald J. Trump signed the “Small 
Business Reorganiza  on Act of 2019” (SBRA; 
H.R. 3311) into law. The law will take eff ect 
in February 2020. A new subchapter V will be 
added to Chapter 11 of the Bankruptcy Code.

This new subchapter would provide small businesses 
(companies including sole proprietorships with 
n o n - co nt i n ge nt , 
liquidated debts 
in an amount 
not greater than 
$2,566,050) with 
an opportunity to 
restructure their 
liabili  es through 
a streamlined 
and cost eff ec  ve 
Chapter 11 
b a n k r u p t c y 
process. The SBRA 
also off ers small 
business owners 
the opportunity 
to retain their ownership interest in the 
reorganized company. The SBRA is also favorable 
when compared to receivership proceedings 
or Assignments for the Benefi t of Creditors, 
which are tools for liquida  ng a company.

Small businesses will be able to successfully emerge 
from bankruptcy with a Court-approved plan of 
reorganiza  on that must be fi led not later than 90 
days of a bankruptcy fi ling. The benefi ts off ered to 
businesses that fi le Chapter 11 bankruptcies, including 
a debtor’s ability to right-size its balance sheet, 
reduce liabili  es, reject or restructure burdensome 
leases and executory contracts, renego  ate funded 
debt, and sell its assets, will now be available for 
smaller companies without having to incur the 
costs associated with larger Chapter 11 fi lings.

The Chapter 11 plan of reorganiza  on must provide 
the following:

 All projected disposable income of the debtor 
to be received within a 3-5-year period (i.e., 
3 years “or such longer period not to exceed 
5 years as the court may fi x”), beginning on 
the date that the fi rst payment is due under 

the plan, will be applied to make 
payments under the plan; or

The value of property to be 
distributed under the 3-5-year 
plan, beginning on the date on 
which the fi rst distribu  on is due, 
is not less than the projected 
disposable income of the debtor.

A “standing trustee” will be 
appointed and will remain 
throughout the payment period 
set forth in a confi rmed Chapter 
11 plan to account for all of 
the property received by the 
debtor, examine and object to 

the allowance of claims, review the debtor’s fi nancial 
condi  on and business opera  ons, report fraud or 
misconduct, appear at hearings, prepare a fi nal report 
and account, help facilitate a plan of reorganiza  on, 
distribute property in accordance with a confi rmed plan, 
and ensure a debtor’s compliance with the confi rmed 
plan. The Chapter 11 trustee’s role is similar to that of 
a Chapter 13 trustee applicable to individual debtors.

We will be incorpora  ng new Subchapter V of Chapter 
11 training into our client training presenta  on 
and also looking into hos  ng a webinar. Please 
contact us and let us know if you are interested in 
onsite training and/or par  cipa  ng in a webinar.

To schedule training or for any ques  ons:
Contact Hank Lopez at:

Phone:  (818) 227-0100 Ext: 376 
Email:  Hlopez@PRALC.com 
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