
Bankruptcy Back to Basics 
Child Support Services, LLI, January 27, 2017 

Bankruptcy is the legal action to eliminate debt and get a fresh start. Child Support obligations cannot 
be discharged or modified in Bankruptcy. 

Types of Bankruptcy: 
• Chapter 7 Liquidation 
• Chapter 9 Municipality 
• Chapter 11 Business Reorganization 
• Chapter 12 Family Farmer 
• Chapter 13 Individual Reorganization 

Steps in Bankruptcy Process: 
1. Debtor completes voluntary bankruptcy petition 
2. Voluntary Petition filed in federal bankruptcy court 
3. Bankruptcy Trustee appointed 
4. Timeframes established 
5. Debts discharged 
6. Individual gets a fresh start 

Bankruptcy Petition Information 
The Petition and Schedules contain a list of everything owned, where the NCP works or gets income, 
where the NCP banks, and how much income the NCP had for 2 years. 

It is all sworn to under oath, and both the petition and schedules become part of the Public Record. 

CSS does NOT just receive all this information. 

CSS Attorneys can download the documents & print for the file—Petition filing & “Notice of §341 
Meeting.” 

The same information could be useful to aim future collection actions or as evidence in hearings (e.g. at 
Modification or Contempt). 

Update ASUP 

Any Notice of Bankr (sic) is sufficient. 

Voluntary Petition and Automatic Stay 
Voluntary petition triggers an automatic stay. Generally, this means creditors cannot take any action to 
recover a debt, enforce a debt or judgment against the debtor, repossess property or issue a 
garnishment or levy, create a property lien, or contact the debtor concerning any payments. 



Child Support Obligations are not subject to the Automatic Stay! CSS can still establish paternity and 
establish or modify orders for support in court proceedings or administrative processes. 

Family Court actions are also not subject to the Automatic Stay. Courts can issue orders for child 
custody and visitation, dissolution of marriage (except dividing property), and domestic violence. 

Child support debt also allows the following actions: 

• Collect support from property that is not property of the estate 
• Continue with IWO (see Chapter 13 & 12 exception) 
• Report arrears to a credit bureau 
• Intercept state and federal taxes (see Chapter 13 & 12 exception) 
• Enforce a medical support obligation 
• Deny a passport 
• Take criminal action against the debtor 

What is Property of the Estate? 
Upon filing a Voluntary Petition, property of the estate includes all debtor’s assets and debts, as of the 
moment of filing, all previously earned, but not yet paid earnings, tax refunds, and inheritance or life 
insurance for 180 days after filing bankruptcy. 

In a Chapter 12 or 13 (only) case, property of the estate also includes all other income during the 
bankruptcy case (3-5 years!), and post-bankruptcy earnings are property of the estate and protected! 

The following are not usually affected by bankruptcy: 

• Pending or active criminal actions 
• Civil Contempt –Payment vs. Punishment 

Is pursuing either consistent with CSS policy and practices? 

• Establishment or Modification of Support or Paternity—Establishment of paternity, support, or 
medical support orders are never stayed, and an action to modify support is not affected by 
filing for bankruptcy 

What does it mean to receive a bankruptcy discharged? 
The debtor (obligor) is entitled to discharge (release/eliminate) certain kinds of debts, and there is a 
permanent injunction against collection. However, child or spousal support is non-dischargeable. Child 
support debt survives bankruptcy. 

What happens when a bankruptcy case is dismissed? 
It is as if the case never happened. All enforcement activities may immediately resume. 

Chapter 7 Bankruptcy: Liquidation 
The debtor (obligor) petitions the court to liquidate the debtor’s assets and debts, and the court 
exempts the debtor’s assets from liquidation and discharges the debts. 



No Asset Chapter 7 
This is the most common type of Chapter 7 bankruptcy (Estimated 98-99%). The debtor has no assets to 
be distributed to debtors, no “Proof of Claim” is needed, and the bankruptcy case is completed in about 
4 months. 

Asset Chapter 7 
This type has additional assets available for disbursement to creditors. The assets are beyond those 
exempted by the debtor, so a Notice to File Claims issues and CSS files a Proof of Claim. 

Chapter 7 Impact on Child Support 
Do: 

• Continue to collect child and spousal support and arrears 
• Communicate with the Debtors/NCP’s Attorney 

Do Not: 

• Contact the debtor about the next payment 
• Inquire about payment on arrears 
• Release property liens or a recorded Statement of Judgment 
• Issue a FIDM levy 
• Release a license or passport just because a bankruptcy has been filed 

Income Withholding Orders (IWO) 

• No need to modify the IWO – post-bankruptcy income and earnings is NOT property of the 
Chapter 7 estate 

Stop FIDM actions 

• Auto-FIDM will Auto-Stop if OSIS is updated (ASUP) 
• Bank accounts are usually property of the Bankruptcy estate, let the Trustee know but no LEVY 

Notice to File Claims- 

• Only time to file a POC in a Chapter 7 case 
• Rare Event 
• Must timely file a Proof of Claim 
• Notice provides the Deadline – we are a “governmental unit” 
• Child support is a high Priority—if we file the POC, we get money; if we fail to file, no money 

Chapter 11: Business Reorganization 
In this situation, businesses and individuals reorganize debts. A voluntary petition lists assets and 
liabilities, and a disclosure statement and plan of reorganization is required. Then the creditors are paid 
according to this plan. 

Impact on Child Support 
Most Chapter 11 filings seen in CSS are by employers, not NCPs. An individual may file under Chapter 11, 
but it isn’t common. 



Chapter 12: Family Farmer 
This type is filed by a family farmer with regular income. It is the same as Chapter 13 bankruptcy for 
child support. 

Chapter 13: Individual Reorganization 
In this instance, individual or married debtors with regular income have unsecured debts less than 
≈$360, 000 and secured debts less than ≈$1 million. The voluntary petition lists assets and liabilities. 

Chapter 13 bankruptcy includes a plan to reorganize debts – usually filed with the original petition. This 
repayment plan lasts 3-5 years. The debtor pays the trustee who pays creditors. Post-bankruptcy income 
and assets are the property of the bankruptcy estate. 

Filing a Proof of Claim 
File a Proof of Claim for: 

• Chapter 12 or 13 case—ASAP 
• Chapter 7 or 11 case, if requested by the court 

Submit the Proof of Claim, CSS ROP, and a copy of the judgment supporting the claim. 

File an EOA for the bankruptcy case. 

File electronically on the bankruptcy court website. 

On a Chapter 12 or 13 case,  

• Always File a Proof of Claim 
• NO POC = NO payments for 3-5 years 
• Deadline: 180 days from §341 Meeting Date 
• Notice of §341 Meeting gives the date 
•  Finance & Attorney needed 

Ch. 13 Impact on Child Support 
CSS does: 

• File a Proof of Claim - ASAP 
• Use SDU Address on POC 
• File an EOA 
• Use Local CSS Address on EOA 

Debtor may: 
• Object to Claim amounts 
• Propose not paying child support debt 
• Propose not paying in full 



The Chapter 13 Plan 
The terms of the Ch. 13 plan should provide for full payment of all arrears, plus interest, during the 
term of the plan (3-5 years), as a priority creditor. 

It will probably have an incorrect amount of arrears (so file a POC early), and likely does not include 
payment of current support through the trustee/plan (the budget should list current support as a 
monthly expense). 

However, it could provide that NO child support is due/owed – this is not the same as “discharged”—or 
provide that child support will abate until after the bankruptcy. 

Essentially, just because it is in the Debtors Plan doesn’t mean that it is consistent with the law, but a 
confirmed plan, no matter how wacky, is the law of the case. If the Plan is Wacky, CSS should object to 
the plan. The deadline to object is by the date of the §341 meeting, or confirmation hearing, 
whichever is first. 

Objections are waived if not filed. Deadlines can be stated in notices sent by the court. 

Do Not: 

• Contact the debtor about the next payment 
• Inquire about payment on arrears 
• Release property liens or recorded Statements Judgment 
• Issue a FIDM Levy 
• Release a license just because a bankruptcy has been filed 

Chapter 13 IWO 
• IWO will not automatically issue if ASUP has Chapter 12 or 13 listed. IANE message (sic). 
• Current support only if provided for in the plan and/or budget as a monthly expense. 
• Not allowed for arrears - Arrears paid by trustee pursuant to plan and Proof of Claim. 
• Plan can also provide that all current and arrears are to be paid outside of the Trustee/Plan 

(needs to specifically say so in the Plan.) 

Chapter 13 CSS “Can Do’s” 
• Review the Plan – how is Child Support treated? 
• File a Proof of Claim and EOA 
• Watch for Weird Motions related to Child Support 
• Don’t get defaulted by failing to respond 

A Note on Service of Process 
• Service of Motions and other pleadings is by “reasonable notice and opportunity for hearing” - 

FRBankrP 9014(a). 
• An Objection to a claim is “mailed or otherwise delivered”. FRBankrP 3007. 
• Don’t count on much formality when being served in a Bankruptcy case! 
• Response deadline usually 15 days from date MAILED 



Prevent Future Problems 
Never let it sit--delays in getting to Local Office could mean the deadline is past! 

Is it your case? 

• FD – SSN4 – AXM – AXF 
• Forward, not backward to correct office 
• Help the STO by telling gentle of mistakes (sic) 

Find the deadlines—on the documents or on PACER—the online search tool of the bankruptcy court. 

Visit the PACER website: https://www.pacer.gov/findcase.html 

Contact *OCSS.Forum.Bankruptcy to find out the user ID and password for PACER 

https://www.pacer.gov/findcase.html
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