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DISCLAIMER

THIS INFORMATION IS ONLY A GUIDELINE IN HELPING YOU
UNDERSTAND PROCEDURES OF DOING A BANKRUPTCY.

YOU SHOULD ALWAYS TALK OR OBTAIN LEGAL ADVICE .
FROM YOUR ATTORNEY.
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AND UNITED STATE BANKRUPTCY COURT AND THE KNOWLEDGE
OF THE WRITER.
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PROCEDURES FOR WORKING UP A BANKRUPTCY

Open bankruptcy mail

Date stamp

Sort by document

Check treasurer’s files for parcel number, account numbers and
liabilities

Print out bills to be filed with claim

Make a file folder for all the papers you will receive on this bankruptcy
from the court :

Type claim and attach bills and any other papers you think are needed
Mail claim to the court of record (also send a copy of claim so it may be
stamped with the filed date and sent back to you; also send a self
address stamped envelope)

Update your computer records with a BK indicator, date of filing,
debtor’s number, chapter and attorney information

Keep all your papers on the bankruptcy in the file folder

Send copy of claim to trustee and attorney of record



Chapter 7

A Chapter 7 is a liquidation bankruptcy. All property of the debtor is
liquidated except the non-exempt property. This property may be exempt under
_federal bankruptcy law or it may be exempt under the state law of where the -
debtor resided. Check with you County Attorney on the non-exempt property.
Most Chapter 7 bankruptcies are no asset case.

You must file a Proof Of Claim with Bankruptcy Court with your tax
statements and other supporting papers attached in order to have your claim
allowed by the Bankruptcy Court.

Once you received the notice of Automatic Stay you can not do anything
with the debtor property. Automatic Stay is a statutory order, which protects the
debtor and his property.

A discharge generally relieves a Chapter 7 debtor from all debts incurred
prior to the filing of the bankruptcy. The Bankruptcy Court may deny a discharge
to the debtor under certain limited and specific circumstances prescribed under the
Bankruptcy Code. The discharge of a Chapter 7 does not discharge an individual
debtor from any debt excepted the ones listed on the discharge under Section 523
of the Bankruptcy Code. As a creditor you may file an adversary proceeding to
object to the discharge of a specific debt which qualifies. The Court may declare
certain debts nondischargeable like taxes. See your County Attorney.

If a debtor pay his taxes or other bills within 90 days prior to the filing is
bankruptcy, the trustee might try to recover those payment. The trustee may say
you received preferential treatment. Just show in a chart that the taxes was asset
on January 1% of a certain year, but not due for collection until the following year.
I do not recommend you sending money back. All ways talk to you County
Attorney, or a Bankruptcy Attorney.



Chapter 13

Chapter 13 bankruptcy is call wage earner. The debtor has a regular
income. Chapter 13 permit the debtor to propose a plan of repayment where
creditors are paid all, or a portion of certain debts in installments. The repayment
is over a period of three years, un less the court approves a longer period of time,
but not over five years.

Chapter 13 will allow a debtor to retain his assets and his discharge is
broader. A corporation may not file a bankruptcy under Chapter 13: If you y
received a bankruptcy notice with a corporation also on the notice, call and inform
the attorney and trustee of record. However, relief may be given to a self-
employed debtor or an debtor operating business, provided that the requirements
under Seection109 are met. Section 1304 provides that a debtor who is self-
employed or engaged in business may operate the business of the debtor.

The automatic stay is the same as in the Chapter 7. Creditors cannot make
a telephone call or demand for payment to a debtor or anything else. Do not send
delinquent statements to debtors or business. You may send the first bill in
January to the attorney and trustee, just to let them know what the taxes are for
that year. Always do a cover letter.

Once the Chapter 13 plan is confirmed, the debtor and all creditors are
bound by the plan. Upon completion of the plan, a debtor may be granted a
discharge. If the debtor does not complete payments under the plan, the Chapter
13 bankruptcy may be dismissed or converted to a Chapter 7 liquidation. Always
stay on top of your bankruptcies. Know when your payment are due. At least
twice a year check with the trustee about the bankruptcy.

In a Chapter 13 bankruptcy you have a 341 meeting of creditors. A
creditor will receive a written notice when this meeting will be from the
Bankruptcy Court or from the Trustee. Sometime a creditor may not receive this
notice for different reasons. Creditors are not required to come to these meetings,
but appearance at this meeting may give a creditor an early chance to determine

how to pursue its claim. Always consult your attorney and make him aware of the
bankruptcy. '



Chapter 11

Chapter 11 debtor is known as a Debtor-In-Possession. A debtor in possession
has the rights and powers of a Chapter 11 trustee, and is required to perform most of
the duties of a trustee. This mean the debtor has the right to conduct business as he

- had done before the bankruptcy, accounting for property, examining and objectingte -

claims and filing monthly operating reports. These reports are filed with the U. S.
Trustee. You may request from the debtor and his attorney for a copy of theses
reports.

There may be a time when a Trustee may be appointed in a Chapter 11 case.
This would happen before the confirmation of a plan, by a party in interest or the U.S.
trustee. This will happen only after a notice and a hearing has been held. The court
may order the appointment of a trustee for cause, including fraud, dishonesty,
incompetence, or gross mismanagement of the affairs of the debtor by current
management. This may happen either before or after the commencement of the case.
This would be in the interests of creditors, security holders, and other interests of the
estate. The court may order also, the appointment of an examiner, after notice and a
court hearing , to conduct an investigation of the debtor as is appropriate, including
allegations of fraud, dishonesty, incompetence, misconduct, mismanagement, or
irregularity in the management of the affairs of the debtor. The debts will exceed
$5,000,000.

A Chapter 11 bankruptcy may be filed by an individual, partnership, or a
corporation. The Chapter 11 bankruptcy lets a business structure, reject certain
burdensome contracts or property and to modify payment terms of secured and
unsecured obligations. Chapter 11 debtor is allowed to remain in possession of its
property, and to continue to operate its business.

Here again you will have an automatic stay effective upon the filing of the
bankruptcy. You must cease any actions against the debtor or the property of the
debtor. This is why you should not let your taxes get real delinquent. Stay on top of
delinquent taxes.

A creditors’ committee is appointed by the United States Trustee upon the
filing of a Chapter 11 petition, to represent the interests of unsecured creditors in the
bankruptcy estate. The creditors’ committee, with approval of the Bankruptcy Court,



may hire attorneys, accountants, or other professionals as they need, to help them with
the operation of the debtor’s business. They may also help in formulating a plan. The
debtor has a 180 days to file a plan of reorganization.

When you receive a plan of reorganization, read it and let your attorney know
how the county claim was treated. Your will be looking for the classification of your
claim, the interest you will be paid and how long it will take to get paid. Let the
debtors’ attorney and U.S. Trustee know that you have statutory interest and fees to
collect. This is why it is important to file your claim as soon as possible after the
notice of bankruptcy. You may accept or reject the plan in writing. You must state
why you are rejecting the plan. You will also get a disclosure statement . A disclosure
. statement is a written document prepared by the chapter 11 debtor or others to-provide -
adequate information to creditors to enable them to evaluate the chapter 11 plan of
reorganization. '

A Chapter 11 plan must be approved by the court at a confirmation hearing. If
the court feel all the requirement has been met by the debtor, the plan will be
confirmed. Once the plan has been confirmed, all of the property will be vested in the
debtor and free and clear of all claims and interests unless the plan or the order
confirming the plan provides otherwise. The debtor will also be discharged from all
pre-confirmation debts except for certain non-dischargeable debts. If the plan is not
approved, the case may be dismissed or it could be converted to a Chapter 7
liquidation. You will have to file a claim in the Chapter 7 case.

Remember once you file a claim for the taxes, you do not have to filed a claim
each year.
Example: The bankruptcy was filed on August 14,2006. You filed your claim for the
2005 taxes(current year) and any delinquent taxes that are due (2004,2003 etc.) and
2006 taxes that would be collected anytime after January 1, 2007. Your may send a
bill and collect the 2007 taxes in 2008. The 2006 taxes are post petition taxes that are
due 2007, but the debtor filed bankruptcy in the middle of 2006. Just remember always
talk to your attorney.



Chapter 12

Chapter 12 provides protection for family farmers with regular annual income.
Chapter 12 offers a reorganization plan for qualifying family farmers which is similar
to a Chapter 13, gut with higher debt limitations. Only a family farmer with regular
annual income may be a debtor under Chapter 12 of this title. The family farmer must
have income enough to make payments under a plan. The family farmer permits a
debtor to be a corporation, partnership, individual, or individual and spouse The debt
~ limitations must be met. The automatic stay is the same.- - - -

In a Chapter 12 Bankruptcy, the debtor is required to file a plan not later than
90 days after the order of relief, the filing date of the petition. Only the debtor may
file a Chapter 12 plan. The plan may not provide for payment over a period that is
longer than three years unless the court for cause approves a longer period not
exceeding five years. However, certain long-term debts are exempted. After approval
of the plan, the provisions of a confirmed plan bind everyone, whether or not their
claim is provided for by the plan. Everyone is bound by the plan even if they may
have objected to, has accepted or has rejected the plan.

Chapter 12 discharge relieves the debtor of all obligations provided for in the -
plan except for certain long-term debts, or debts found by the Court to be
nondischargeable under Section 523(a). A hardship discharge may be permitted under
certain circumstances. Nondischargeable debts may include certain taxes, money or
property or services which were procured through fraud, spousal or child support, fines
and penalties imposed by a governmental agency, certain student loans, willful and
malicious injury, and others. Some claims under Section 523 are discharged unless the
creditor takes timely action to object within very strict time deadlines.

SUNSET PROVISION TO CHAPTER 12 BANKRUPTCY

Pub. L. 99-554, Title I1I, s302 (f), October 27, 1986 provided that, effective
October 1, 1998, Chapter 12 of the Bankruptcy Code is repealed, but all cases
commenced or pending at that time would continue to be governed by the chapter as if
it has not been repealed.

On July 16, 1997, a Senate Bill (s. 1024), entitled the “Family Farmer
Protection Act of 1997" was introduced in the 1st Session of the 105" Congress
making Chapter 12 of Title 11 of the United States Code permanent.



Chapter 15

Chapter 15 is a new chapter added to the Bankruptcy Code by the Bankruptcy
Abuse Prevention and Consumer Protection Act of 2005. It is the U.S. domestic
adoption of the Model Law on Cross-Border Insolvency promulgated by the United
Nations Commission on International Trade Law in 1997, and it replaces section 304
-of the Bankruptcy Code. S _

You may never see this bankruptcy, but if you do discussed it with a
BANKRUPTCY ATTORNEY.

Chapter 9

Chapter 9 is set aside for municipalities. This chapter is rarely used.



Automatic Stay

An automatic stay is a statutory order which protects the debtor and his
property. It keep you , the creditor, from any actions you may want to take on the
debtor and his property. The automatic stay arises automatically when a bankruptcy
case is filed with court.

~ Ifataxpayer tell you he filed bankrupicy, ask for his bankruptcy number,

the date he file, what court he filed in and his attorney name with phone number. If he -
can not give you this information he did not file bankruptcy.

Every bankruptcy case has an automatic stay. It gives immediate relief to
the debtor. The enforcement of a judgment entered prior to the filing, against the
debtor, or the property of the estate is prohibited. The enforcement, initiation or
continuation of a lawsuit, acts to repossess collateral, and wage garnishments, may all
be prohibited.

As long as the stay is in effect, creditors cannot even make a telephone
demand for payment to a debtor. You should respect and take serious the automatic
stay. The debtor could suit you for violation of the stay and recover actual damages,
including costs and attorneys’ fees and possible recover punitive damages. If this
happen to you talk to your attorney.

There are exceptions to an automatic stay. The exception include things
such as criminal proceedings, child or spousal support exceptions, and tax audit
exceptions. Actual cases should be discussed with your attorney.

Relief From Sfay

Relief from stay is when the property is no longer property of the estate.
The stay of any other act under this section continues until the time the case is closed
or dismissed. If the case is a Chapter 7 that concern an individual, or a Chapter 9, 11,
12, or 13, the time will be when the case is granted discharge or is denied.

As long as the property is held by the debtor or the Trustee, the stay
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remains in effect. But, the debtor or the Trustee must provide adequate pfotection of
the creditor’s interest in the property.

If you would like to get relief of stay, you must file a request with the
Court. This request is a written motion, and must demonstrate the hearing on the
motion that the property in which the creditor has an interest is not adequately
protected, or that the debtor has no equity interest in the property. The Court may

. grant relief from automatic stay under limited circumstances. The Court may terminate--

or modify the stay so that a creditor may, foreclose upon or repossess certain secured
property held by the debtor. If this happen, call the attorney of record and talk about
your taxes that are due. Also talk to the attorney of the creditor that is seeking the relief
of stay. Go to the hearing for this relief and then go after your taxes from the creditor
that got the relief of stay.

The creditor that is seeking relief from stay has the burden of proof on the
issue of the debtor’s equity in property and the party opposing such relief has the
burden of proof on all other issues. Always get legal advise and talk to your attorney.



FILING PROOF OF CLAIM

A proof of claim is a document filed with the Bankruptcy Court. It is used to
establish or substantiate a claim of a creditor. In a Chapter 11 case, a bar date is..
scheduled by the court, which is the deadline for filing a proof of claim. Your may find
this date in the notice of commencement of a bankruptcy case. Your taxes could be
listed in the debtor’s schedules and it is not listed as contingent, disputed or
unliquidated, the proof of claim is automatically deemed to be filed. That is in Section
502. Irecommend that you still filed a timely claim. It is a good policy to file a Proof
Of Claim on all bankruptcies as soon as you are informed of the bankruptcy case.

A proof of claim form may be provided by the Bankruptcy Court. It may be
printed on the back of the notice of bankruptcy. The last date for filing a proof of
claim may be included on the notice. File your claim as secured and unsecured

riority. Always attach supporting document, a copy of your tax bills, or anything else
* you think will help in getting your claim paid. Always talk to your attorney.

The debtor or Trustee may file a proof of claim for you. Most time it is an
amount close to what the debtor owes. If you get a proof of claim with the name of
your county, file an amended claim for the right amount.

A creditor must file a timely claim to be paid. If you let the date go by for filing
a claim, you will not be paid. A timely claim is filed in a chapter 7, chapter 12 and
chapter 13 if it is filed in the first 90 days after the date set for the meeting of creditors.
A proof of claim filed by a governmental unit is timely filed if it is filed no later than
180 days after the date of the order for relief. A governmental unit may filed a motion
before the expiration of such period and show cause why they could not get the claim
in before the filing date. It would be best for you to file your claim as soon as possible.
The court could say no to your motion. And your taxes will not get paid.

If you are notified that the trustee will be selling the property, call and write the
trustee, and request that your taxes be paid out of the proceeds of the sale. It is
possible you may be paid cents on a dollar later on in the bankruptcy. Work the best
deal you can for your county. If you must, get the tax amount and let go the interest.
This way you can clear the tax year.
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A claim is deemed allowed, unless a party in interest, including a creditor of a
general partner in a partnership that is a debtor in a case under chapter 7 of this title,
objects. The court,

after notice and a hearing, shall determine the amount of such claim. The court shall
allow such claim in such amount, except to the extent that

(1) such claim is unenforceable against the debtor and property of the
debtor, under any agreement or applicable law for a reason other than
because such

claim is contingent or unmatured;

(2) such claim is for unmatured interest;

(3) if such claim is for tax assessed against property of the estate, such
claim exceeds the value of the interest of the estate in such property;
(4) if such claim is for services of an insider or attorney of the debtor,
such claim

exceeds the reasonable value of such services;

These exception 1 feel would be the ones your office would deal with the most. Again
talk to your attorney.
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Payment of Claims

Certain debts of an individual debtor may not be discharge under Section 523
of the Bankruptcy Code. Section 523 provides that a discharge generally does not
discharge certain taxes or customs duties, certain spousal or child support obligations,
or fines, penalties, or forfeitures to a governmental unit. There are other things that are

not-discharge in a bankruptcy like student loans, death or personal injury caused by..... -

debtor while intoxicated, and a debt to which the debtor waived, or was denied, a
discharge in a prior case. See Section 523.

The section of 523 that would be most important to you as Treasurers would be
Section 507 (a) (8). It reads (8) Eighth, allowed unsecured claims of governmental
units, only to the extent that such claims are for (A) a tax on or measured by income or
gross receipts (B) a property tax assessed before the commencement of the case and
last payable without penalty after one year before the date of the filing of the petition
(C) a tax required to be collected or withheld and for which the debtor is liable in
whatever capacity (D) an employment tax on a wage, salary, or commission of a kind
specified in paragraph (3) of this subsection earned from the debtor before the date of
the filing of the petition, whether or not actually paid before such date, for which a
return is last due, under applicable law or under any extension, after three years before
the date of the filing of the petition.

Claims in priority that comes first are claims set in Section 507(a) of the

Bankruptcy Code that would be of interest to you for payment are certain unsecured
tax claims prior to the date of filing bankruptcy.
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