For Immediate Release

NACM Applauds Senate on Passage of Bankruptcy Bill

March, 11, 2005: Columbia, Maryland—The National Association of Credit Management (NACM)
applauds Senate passage of S. 256, the Bankruptcy Abuse Prevention and Consumer Protection Act
of 2005, sponsored by Senate Finance Committee Chairman Charles Grassley (R-IA). The Senate
passed the legislation on March 10, by a vote of 75-24.

NACM has been advocating that the Bankruptcy Code be overhauled with regard to commercial
bankruptcies. Although the consumer aspects of the bill have received most of the media’s attention,
important measures vital to commercial creditors were at stake.

Specific Legislative Provisions:

There are many provisions in the existing Bankruptcy Code that NACM has identified as unfair to the
unsecured trade credit grantor. NACM has long supported modification of those provisions. NACM
worked diligently with the National Bankruptcy Review Commission (NBRC) and with policymakers in
Congress to highlight these problems and offer specific recommendations to address these inequities.
NACM is encouraged that S. 256 has satisfactorily addressed many of these issues.

Three of the most important issues to NACM members contained in S. 256 are:

1. The creation of an expedited procedure for small businesses in Chapter 11
2. Revisions in the treatment of preference challenges to creditors
3. Reclamation reform

Small Business Reorganization

NACM has sought for some time to create an expedited procedure to assist small businesses through
a Chapter 11 reorganization process. It is clear that the less time a small business spends in the
reorganization process in the courts, the more assets are preserved in that estate for creditors and for
the business itself. The key features of the small business expedited procedures are:

¢ A small business is defined as a company with $2 million or less in secured and unsecured debts
(excluding debts owed to one or more affiliates or insiders)

¢ In order to expedite the process, the hearing on the disclosure statement and hearing on
confirmation of a plan of reorganization can be combined

¢ Only the debtor can file a plan of reorganization within the first 180 days. However, the debtor has
a maximum of 300 days from the date of the bankruptcy filing to have the plan confirmed. The bill
would require the debtor to have a plan confirmed by a maximum of 45 days after the
reorganization plan is filed with the court. Failure to do so will generally result in a conversion to
Chapter 7

o ltis very difficult to get any extensions beyond the 180-day period. In essence, an extension will
only be given for extenuating circumstances and only if the debtor can demonstrate by a
preponderance of the evidence that it is more likely than not the court will confirm a plan within a
reasonable period of time
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