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Bankruptcy and Medical 
Debt 

Using Chapter 7 Bankruptcy to Discharge 
Medical Debt 
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Purpose of Bankruptcy 

• Bankruptcy is meant to offer a 

“fresh start” for the “honest but 

unfortunate debtor.” 

 

• Goal is to discharge debts. 

 

• Many famous and reputable 

people have filed bankruptcy. 

 

 

 

 

 

 

 

“Honest Abe” 
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Which of these celebrities filed Bankruptcy? 

• John Wayne 

• Kim Basinger 

• Mike Tyson 
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Discharge of Debts: Pending Lawsuits 
and Bankruptcy 

 

• Debtors can discharge debts in bankruptcy… 

 

• Before being sued. 

 

• During or after a lawsuit, even after a judgment has 

been entered against you. 

 

• Exception: Liens do not go away in bankruptcy. 
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Types of Bankruptcy 

Chapter 7 

Liquidation case for consumers or businesses 

Chapter 13 

Reorganization case for individuals 

Chapter 11 

Reorganization case for consumers or businesses 



www.nlsla.org 

Bankruptcy has long term financial 

and legal consequences, and  

hiring a competent attorney 

is strongly recommended. 
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The Bankruptcy Self-Help Clinic (“BASH”)  

• We help individuals to file Chapter 7 
bankruptcies on a pro se basis. 

 

• We conduct group workshops and 
work with debtors one-on-one.  

 
• Typically, the debtors we help have no 

nonexempt assets. 
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• Chapter 7 Trustee: Administers the bankruptcy estate. 

 

• Bankruptcy Estate: All legal or equitable interests of the 

debtor in property at the time of the bankruptcy filing.  

 

• Petitioner: A person who has filed a petition for relief under 

the Bankruptcy Code. 

 

• Creditor: One to whom a petitioner owes money. 

 

Chapter 7 Overview: Key Players 
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Chapter 7 Overview 
• Chapter 7 Trustee gathers and sells all the debtor’s 

nonexempt assets to pay creditors.  

 

• Exempt assets can include up to $626,400 in home equity, 

automobiles, jewelry, household items, burial plots, certain 

retirement plans and pensions. 

 

• Simple case usually lasts 3-4 months. 

 

• Automatic Stay goes into effect upon filing of Petition. 
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Chapter 7 Overview: The Automatic Stay 

 

• Stops most collection actions, including commencement or 

continuation of lawsuit to collect a debt. 

 

• Absent complications, it lasts for the pendency of the 

bankruptcy proceeding.* 

 

• Petitioner can get damages, costs, and fees for violations 

of the Automatic Stay. 
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Medical Debt and Factors to Consider… 

• Amount of money you owe? 

 

• Are you likely to incur more medical debt? 

 

• Are you judgment proof? 

 

• Are there other debts you can discharge in bankruptcy? 

 

• Can you protect your property? 

 

• Have you already tried applying for payment assistance?
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Debts that Can Be Discharged in 
Bankruptcy 

• Unsecured debts 

 

• Credit card debt 

 

• Medical Bills 

 

• Overdue utility payments 

 

• Unsecured personal loans 
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Debts that Cannot Be Discharged in 
Bankruptcy 

• Child support and alimony 

 

• Taxes 

 

• Debts incurred by fraud 

 

• Damages due to death or personal 

injury caused by a DUI 

 

• Fines or penalties owed to 

government agencies 
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Chapter 7 Overview: Timing of Bankruptcy Filing
  

• Chapter 7 discharge is only permitted 

one time within an 8-year span. 

 

• Can only discharge debts incurred as of 

the date of filing. 

 

• Best done when in a position to meet 

financial obligations going forward. 
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Trivia Answer: Celebrities Who Filed Bankruptcy 
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Getting Started: Visit the Website for the Bankruptcy Court in the 
Central District of California 

https://www.cacb.uscourts.gov/dont-have-attorney 
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Start the petition 
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Thank You! 

 
• Any Questions? 


