[* Chapter 7, formerly known as "strai ght bankruptcy” is by far
t he nost conmon type of bankruptcy file. W begin with part 1 of
2 of Chapter 7. */

CHAPTER 7

Li qui dati on

SUBCHAPTER |

O ficers and Adm nistration
SECTION 701 (11 U.S.C. 701)
701. Interimtrustee.

(a)(1l) Pronptly after the order for relief under this chapter,
the United States trustee shall appoint one disinterested person
that is a nmenber of the panel of private trustees established
under section 586(a)(1l) of title 28 or that is serving as trustee
in the case inmmediately before the order for relief under this
chapter to serve as interimtrustee in the case.

(2) If none of the menbers of such panel is willing to serve as
interimtrustee in the case, then the United States trustee may
serve as interimtrustee in the case.

/* One of the reasons why this section says "may" is that in the
case of toxic waste dunps, the title holder is responsible for
renmedi ati on regardl ess of the status of the title holder. In sone
cases, no one has been willing to serve. */

(b) The service of an interimtrustee under this section

term nates when a trustee el ected or designated under section 702
of this title to serve as trustee in the case qualifies under
section 322 of this title.

(c) An interimtrustee serving under this sectionis a trustee in
a case under this title.

SECTION 702 (11 U.S.C. 702
702. El ecti on of trustee.

(a) Acreditor may vote for a candidate for trustee only if such
creditor-

(1) holds an all owabl e, undisputed, fixed, |iquidated, unsecured
claimof a kind entitled to distribution under sections
726(a)(2), 726(a)(3), 726(a)(4), 752(a), 766(h), or 766(i) of
this title;

(2) does not have an interest materially adverse, other than an
equity interest that is not substantial in relation to such
creditor's interest as a creditor, to the interest of creditors



entitled to such distribution; and
[* A secured creditor, however, cannot be the trustee. */
(3) is not an insider.

(b) At the neeting of creditors held under section 341 of this
title, creditors may el ect one person to serve as trustee in the
case if election of a trustee is requested by creditors that may
vot e under subsection (a) of this section, and that hold at | east
20 percent in anount of the clains specified in subsection (a)
(1)

of this section that are held by creditors that nay vote under
subsection (a) of this section.

(c) A candidate for trustee is elected trustee if-

(1) creditors holding at |east 20 percent in anount of the clains
of a kind specified in subsection (a)(1) of this section that are
hel d by creditors that may vote under subsection (a) of this
section vote; and

(2) such candi date receives the votes of creditors holding a
majority in anount of clains specified in subsection (a)(1l) of
this section that are held by creditors that vote for a trustee.

(d) If atrustee is not elected under this Section, then the
interimtrustee shall serve as trustee in the case.

/[* A chat with several clerks of bankruptcy courts reveal s that
t hey could not remenber even one election. */

SECTION 703 (11 U S. C 703)
703. Successor trustee.

(a) If a trustee dies or resigns during a case, fails to qualify
under section 322 of this title, or is renoved under section 324
of this title, creditors may elect, in the manner specified in
section 702 of this title, a person to fill the vacancy in the
of fice of trustee.

(b) Pending election of a trustee under subsection (a) of this
section, if necessary to preserve or prevent |loss to the estate,
the United States trustee nay appoint an interimtrustee in the
manner specified in section 70L(a).

(c) If creditors do not elect a successor trustee under
subsection (a) of this section or if a trustee is needed in a
case reopened under section 350 of this title, then the United
States trustee-

(1) shall appoint one disinterested person that is a nenber of
t he panel of private trustees established under section 586(a)

(1)



of title 28 to serve as trustee in the case; or

(2) may, if none of the disinterested nenbers of such panel is
Wi lling to serve as trustee, serve as trustee in the case.

SECTION 704 (11 U.S.C. 704)
704. Duti es of trustee. The trustee shall -

(1) collect and reduce to noney the property of the estate for
whi ch such trustee serves, and cl ose such estate as expeditiously
as is conpatible with the best interests of parties in interest;

(2) be accountable for all property received;

(3) ensure that the debtor shall performhis intention as
specified in section 521(2)(B) of this title;

(4) investigate the financial affairs of the debtor;

(5) if a purpose would be served, exam ne proofs of clainms and
object to the allowance of any claimthat is inproper;

(6) if advisable, oppose the discharge of the debtor;

(7) unless the court orders otherw se, furnish such information
concerning the estate and the estate's admnistration as is
requested by a party in interest;

(8) if the business of the debtor is authorized to be operated,
file with the Court, with the United States trustee, and with any
governnmental unit charged with responsibility for collection or
determ nation of any tax arising out of such operation, periodic
reports and summari es of the operation of such business,

i ncluding a statenment of receipts and di sbursenents, and such
other information as the United States trustee or the court
requires; and

(9) nmake a final report and file a final account of the
adm ni stration of the estate with the court and with the United
States trustee.

SECTION 705 (11 U.S.C. 705
705. Creditors' commttee.

(a) At the neeting under section 341(a) of this title, creditors
that may vote for a trustee under section 702(a) of this title
may elect a commttee of not fewer than three, and not nore than
11, creditors, each of whom hol ds an all owabl e unsecured cl ai m of
a kind entitled to distribution under section 726(a)(2) of this
title,.

(b) A commttee el ected under subsection (a) of this section may
consult with the trustee or the United States trustee in



connection with the adm nistration of the estate, make
recommendations to the trustee or the United States trustee
respecting the performance of the trustee's duties, and submt to
the court or the United States trustee any question affecting the
adm nistration of the estate.

[* Al though Chapter 11 creditor's commttees are traditional and
in some cases useful, Chapter 7 creditor's conmmttees are
unusual . */

SECTION 706 (11 U.S.C. 706)
706. Conversi on.

(a) The debtor nay convert a case under this chapter to a case
under chapter 11, 12, or 13 of this title at any tine, if the
case has not been converted under section 1112, 1307, or 1208 of
this title. Any waiver of the right to convert a case under this
subsection i s unenforceable.

(b) On request of a party in interest and after notice and a
hearing, the court may convert a case under this chapter to a
case under chapter 11 of this title at any tinmne.

(c) The court may not convert a case under this chapter to a case
under chapter 12 or 13 of this title unless the debtor requests
such conversion

/* The case of a famly farmer under Chapter 12 cannot be
converted to Chapter 7. */

(d) Notwi thstanding any other provision of this section, a case
may not be converted to a case under another chapter of this
title unless the debtor nay be a debtor under such chapter.

SECTION 707 (11 U.S.C. 707)
707. Di sm ssal .

(a) The court may dism ss a case under this chapter only after
notice and a hearing and only for cause, including

(1) unreasonable delay by the debtor that is prejudicial to
creditors;

(2) nonpaynent of any fees or charges required under chapter 123
of title 28; and

(3) failure of the debtor in a voluntary case to file, within
fifteen days or such additional tinme as the court may allow after
the filing of the petition comrencing such case, the information
requi red by paragraph (1) of section 521, but only on a notion by
the United States trustee.

(b) After notice and a hearing, the court, on its own notion or



on a notion by the United States trustee, but not at the request
or suggestion of any party in interest, may dismss a case filed
by an indivi dual debtor under this chapter whose debts are
primarily consuner debts if it finds that the granting of relief
woul d be a substantial abuse of the provisions of this chapter,
There shall be a presunption in favor of granting the relief
requested by the debtor.

SUBCHAPTER | |
Col I ection, Liquidation, and Distribution of the Estate
SECTION 721(11 U.S. C. 721)

721. Authorization to operate business. The court may authorize
the trustee to operate the business of the debtor for a limted

period, if such operation is in the best interest of the estate

and consistent with the orderly liquidation of the estate.

/* The principal being that Chapter 7 requires that the assets be
| i qui dated as quickly as possible. */

SECTION 722 (11 U.S.C. 722)

722. Redenption. An individual debtor nmay, whether or not the
debt or has waived the right to redeemunder this section, redeem
t angi bl e personal property intended primarily for personal,

fam |y, or household use, froma |lien securing a dischargeable
consunmer debt, if such property is exenpted under section 522 of
this title or has been abandoned under section 554 of this title,
by payi ng the holder of such lien the amobunt of the allowed
secured cl ai mof such holder that is secured by such |ien.

SECTION 723 (11 U.S.C. 723)
723. Rights of partnership trustee agai nst general partners.

(a) If there is a deficiency of property of the estate to pay in
full all clains which are allowed in a case under this chapter
concerning a partnership and with respect to which a general
partner of the partnership is personally liable, the trustee
shal | have a cl aimagai nst such general partner for the ful
amount of the deficiency.

(b) To the extent practicable, the trustee shall first seek
recovery of such deficiency fromany general partner in such
partnership that is not a debtor in a case under this title.
Pendi ng determ nati on of such deficiency, the court may order any
such partner to provide the estate with indemity for, or
assurance of paynment of, any deficiency recoverable from such
partner, or not to di spose of property.

(c) Notwi thstanding section 728(c) of this title, the trustee has
a claimagainst the estate of each general partner in such
partnership that is a debtor in a case under this title for the



full amount of all clains of creditors allowed in the case
concerni ng such partnership. Notw thstanding section 502 of this
title, there shall not be allowed in such partner's case a claim
agai nst such partner on which both such partner and such
partnership are liable, except to any extent that such claimis
secured only by property of such partner and not by property of
such partnership. The claimof the trustee under this subsection
is entitled to distribution in such partner's case under section
726(a) of this title the same as any other claimof a kind
specified in such section.

(d) If the aggregate that the trustee recovers fromthe estates
of general partners under subsection (c) of this section is
greater than any deficiency not recovered under subsection (b) of
this section, the court, after notice and a hearing, shal
determ ne an equitable distribution of the surplus so recovered,
and the trustee shall distribute such surplus to the estates of

t he general partners in such partnership according to such

det erm nati on

SECTION 724 (11 U.S.C. 724)
724. Treatnent of certain |liens.

(a) The trustee may avoid a lien that secures a claimof a kind
specified in section 726(a)(4) of this title.

(b) Property in which the estate has an interest and that is
subject to a lien that is not avoidable under this title and that
secures an allowed claimfor a tax, or proceeds of such property,
shall be distributed --

(1) first, to any hol der of an allowed clai msecured by a lien on
such property that is not avoidable under this title and that is
senior to such tax |ien;

(2) second, to any holder of a claimof a kind specified in
sections 507(a)(1), 507(a)(2), 507(a)(3), 507(a)(4), 507(a)(H),
or 507(a)(6) of this title, to the extent of the anpbunt of such
allowed tax claimthat is secured by such tax lien;

(3) third, to the holder of such tax lien, to any extent that
such holder's allowed tax claimthat is secured by such tax lien
exceeds any anount distributed under paragraph (2) of this
subsecti on;

(4) fourth, to any holder of an allowed claimsecured by a lien
on such property that is not avoi dable under this title and that
is junior to such tax lien

(5) fifth, to the holder of such tax lien, to the extent that
such holder's allowed claimsecured by such tax lien is not paid
under paragraph (3) of this subsection; and

(6) sixth, to the estate,



(c) If nore than one holder of a claimis entitled to

di stribution under a particul ar paragraph of subsection (b) of
this section, distribution to such hol ders under such paragraph
shall be in the same order as distribution to such hol ders woul d
have been ot her than under this section.

(d) A statutory lien the priority of which is determned in the
sane manner as the priority of a tax |ien under section 6323 of
the Internal Revenue Code of 1954 (26 U S.C. 6323) shall be
treated under subsection (b) of this section the sane as if such
lien were a tax lien.

SECTION 725 (11 U.S.C. 725)

725. Disposition of certain property. After the comrencenent of
a case under this chapter, but before final distribution of
property of the estate under section 726 of this title, the
trustee, after notice and a hearing, shall dispose of any
property in which an entity other than the estate has an

I nterest, such as a lien, and that has not been di sposed of under
anot her section of this title.

SECTION 726 (11 U.S.C. 726)
726. Distribution of property of the estate.

(a) Except as provided in section 510 of this title, property of
the estate shall be distributed

(1) first, in paynment of clainms of the kind specified in, and in
the order specified in, section 507 of this title;

(2) second, in paynent of any allowed unsecured claim other than
a claimof a kind specified in paragraph (1), (3), or (4) of this
subsection, proof of which is-

(A) timely filed under section 501(a) of this title;

(B) timely filed under section 501(b) or 501(c) of this title; or
(C) tardily filed under section 501(a) of this title, if-

(i) the creditor that holds such claimdid not have notice or

act ual know edge of the case in tinme for tinely filing of a proof
of such cl ai munder section 501(a) of this title; and

(ii) proof of such claimis filed intime to permt paynent of
such claim

(3) third, in paynment of any allowed unsecured clai mproof of
which is tardily filed under section 501(a) of this title, other
than a claimof the kind specified in paragraph (2)(C of this
subsecti on;



(4) fourth, in paynent of any allowed claim whether secured or
unsecured, for any fine, penalty, or forfeiture, or for multiple,
exenpl ary, or punitive damages, arising before the earlier of the
order for relief or the appointnent of a trustee, to the extent

t hat such fine, penalty, forfeiture, or damages are not
conpensation for actual pecuniary |oss suffered by the hol der of
such claim

(5) fifth, in paynment of interest at the legal rate fromthe date
of the filing of the petition, on any clai mpaid under paragraph
(1), (2), (3), or (4) of this subsection; and

(6) sixth, to the debtor.

/* For any of those chuckling while reading this section, this
does happen fromtime to tinme when creditors sinply refuse to
file proofs of claim */

(b) Paynent on clains of a kind specified in paragraph (1), (2),
(3), (4), (5, (6) or (7) of section 507(a) of this title, or iIn
paragraph (2), (3), (4), or (5) of subsection (a) of this
section, shall be nmade pro rata anong clains of the kind
specified in each such particul ar paragraph, except that in a
case that has been converted to this chapter under section 1112,
1208, or 1307 of this title, a claimallowed under section 503
(b)

of this title incurred under this chapter after such conversion
has priority over a claimallowed under section 503(b) of this
title incurred under any other chapter of this title or under
this chapter before such conversion and over any expenses of a
cust odi an superseded under section 543 of this title.

(c) Notwi thstanding subsections (a) and (b) of this section, if
there is property of the kind specified in section 541(a)(2) of
this title, or proceeds of such property, in the estate, such
property or proceeds shall be segregated from other property of
the estate, and such property or proceeds and ot her property of
the estate shall be distributed as foll ows:

(1) Cdainms allowed under section 503 of this title shall be paid
either fromproperty of the kind specified in section 541(a)(2)
of this title, or fromother property of the estate, as the

i nterest of justice requires.

(2) Allowed clainms, other than clains allowed under section 503
of this title, shall be paid in the order specified in subsection
(a) of this section, and, with respect to clains of a kind
specified in a particul ar paragraph of section 507(a) of this
title or subsection (a) of this section, in the follow ng order
and manner :

(A) First, conmunity clainms against the debtor or the debtor's
spouse shall be paid fromproperty of the kind specified in
section 541(a)(2) of this title, except to the extent that such
property is solely liable for debts of the debtor.



(B) Second, to the extent that Conmunity cl ai ms agai nst the
debtor are not paid under subparagraph (A) of this paragraph,
such community clains shall be paid fromproperty of the kind
specified in section 541 (a)(2) of this title that is solely
| i able for debts of the debtor.

(C Third, to the extent that all clainms against the debtor

i ncluding community clai ns agai nst the debtor are not paid under
subparagraph (A) or (B) of this paragraph such clainms shall be
paid fromproperty of the estate other than property of the kind
specified in Section 541(a)(2) of this title.

(D) Fourth, to the extent that conmunity cl ai nms agai nst the
debtor or the debtor's spouse are not paid under subparagraph
(A, (B), or (C of this paragraph, such clains shall be paid
fromall remaining property of the estate.

[* W continue with Chapter 7 in part two. */



