
Renton/
Multicultural
Ph:	 425.255.7575
Fax:	 425.204.9501

Bellevue
Ph:	 425.467.9170
Fax:	 425.453.9321

Seattle
Ph:	 206.720.0114
Fax:	 206.720.0117

Kent
Ph:	 253.631.3990
Fax:	 253.631.3991

puyallup
Ph:	 253.840.2560
Fax:	 253.840.1767

GIG HARBOR
Ph:	 253.858.2999
Fax:	 253.858.3171

Snohomish
county
Ph:	 877.985.6969

University
Place
Ph:	 253.460.2921
Fax:	 253.460.3189

Life Cycle of Bankruptcy
Chapters 7, 11, and 13

General Notes:
1.  �Creditors or Partners can file an involuntary petition asking the court to 

place the Debtor in bankruptcy against his/her/its will. 
2.  �Any sale or financing of real property is subject to the approval of the 

Bankruptcy Court.
3.  �Judgements and Liens remain attached to the property until specifically 

released by an order to sell the property free and clear of specific liens 
and judgements; or an order avoiding the specific lien or judgement, 
which could be limited to the amount of the homestead exemption and 
therefore still attach to the property for the amount, if any, in excess of 
the homestead exemption. 

4.  Warning! This chart is intended as a general overview of the process.  

Bankruptcy Petition filed by debtor in U.S. Bankruptcy Court
Debtor files Schedules of Assets & Liabilities, Income & Expenses. In Chapters 7 & 13, a Trustee is appointed by Court to marshal assets

Automatic Stay
All legal proceedings against Debtor or Debtor’s property are stayed or frozen 
automatically upon filing of bankruptcy petition. (e.g. all foreclosures, evictions 
& suits for collections stop until specifically authorized to proceed.)

Proof of Claim
Creditors file Proof of Claim stating nature and amount of debt owed by debtor. (Failure to 
file before deadline may jeopardize creditor’s claim). Deadlines differ in chapter 7, 11, 13.

Personal Debt is Discharged
e.g.: Creditors owed $30k - Trustee sells assets and nets $3,000.  
Creditors paid 10%.  Balance of debt is discharged unless creditors 
challenge discharge in legal proceedings.  Judgements and Liens 
are not affected and remain attached to property until specifically 
released e.g. an order to sell free and clear.  

Discharge
Court issues order of Discharge, if appropriate.

Case CLosed

Plan COmpleted
Creditors paid some or all in accordance with Plan. 
Upon Plan completion, Case Closed

Fresh Start
Fresh start in Chapter 7, 13: Individual debtors no longer saddled 
with debt; however, credit report show bankruptcy for up to 10 
years.  In some cases, Chapter 11 debtors may also get a discharge

Reorganization plan chapters 11 & 13
Debtor tries to fully or partially satisfy Creditors by making payments or 
restructuring finances.  Plan must be approved by court and creditors 
may object.  Court designates agent to salvage assets, restructure debt 
(e.g. modify terms of notes), make pro rata payments to creditors, offer 
stock in exchange for debt by following the Plan. 

Creditors Meeting
Debtor may be examined under oath regarding assets and liabilities.  Creditors are invited to attend and may ask limited questions.  If the subject property 
is claimed exempt as homestead property in the original filing and there are no objections in the Meeting of Creditors, for title insurance purposes, we 
consider the property free from the jurisdiction of the Bankruptcy Court, and absent any bankruptcy court orders to the contrary, can be sold without 
order of the court.  The property remains subject to all liens and judgements of record.  

Relief from Automatic Stay
A creditor whose collection efforts have been 
stayed may ask the court for relief from automatic 
stay.  Once relief has been granted or the time 
limit exceeded, it may proceed. 

Liquidation REorganization

Chapter 7
Debtor gives up trying to pay debts.  Turns over 
non-exempt assets to Trustee & Trustee sells 
assets to pay Creditors.

Chapter 11
For Corporations, Partnerships, & LLC’s.  
Continue in operation in accordance with 
plan; Creditors vote on plan.

Chapter 13
For Individuals; referred to as 
Wage Earners Bankruptcy.


