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“No Asset, No Bar” Bankruptcy Cases
Elimination of Judgment Liens

Existing liens are not affected by a discharge

This topic only applies where a buyer comes into title after bankruptcy. It does not apply to liens which attached to a debtor’s property before bankruptcy because such liens are not affected by a discharge.

Background

Normally, if a judgment creditor is not listed in the debtor’s bankruptcy schedules, the debtor’s discharge does not affect the judgment.

The term “no bar” refers to the fact that in a no asset case, the court normally does not set a deadline for filing claims (Rule 2002(e). Such a deadline bars claims filed after that date.

Exception for no asset, no bar Chapter 7 cases

In In re Beezley, 994 F.2d 1433 (9th Cir. 1993), the court pointed out that under Bankruptcy Code Section 523(a)(3), a discharge does not cover an unscheduled debt if:

1. The failure to schedule the debt deprives the creditor of the opportunity to file a timely claim, or

2. With respect to a non-dischargeable intentional tort debt, the failure to schedule deprives the creditor of the opportunity to file a nondischargeability complaint.

Since no bar date is set in a no asset case, creditors have never been deprived of their opportunity to file a claim. Furthermore, the reason the court in a no asset case does not set for a deadline for filing claims is because filing claims in a no asset case is meaningless. Since Section 523(a)(3)(A) does not apply, the discharge eliminates unscheduled dischargeable debts.

WARNING: The debt must be dischargeable

Some debts are not dischargeable, such as child and spousal support, most tax liens, and intentional torts. Since the court does not set a bar date in a no asset case, there is no deadline for these creditors to reopen the case and file a nondischargeability complaint.

Rules of Title Practice

In a no asset Chapter 7 case, you may treat a debt as having been discharged, whether or not it is scheduled, as long as you verify that the debt is of a type that is dischargeable.

Determining whether a debt is dischargeable ranges from easy to impossible. For example, if the debt is for $5,000 in favor of a department store, we can assume it is a simple money debt and is dischargeable. On the other hand, if it is in favor of an individual, we have no idea and would need to obtain more information from the court file. If, for example, a review of the court file indicates the lawsuit concerned an ordinary business debt, we can assume it is dischargeable.

