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Chapter 9 v. Chapter 11 
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A Chart providing an overview of the 
major facets of a Chapter 9 municipal 
bankruptcy and comparing them to those 
of a traditional Chapter 11 bankruptcy. 
The Chart examines, among other crucial 
issues, commencement of the case, 
eligibility requirements, case administration, 
preference actions, and plans.

Chapter 9 incorporates many of the same provisions of the 
Bankruptcy Code as does Chapter 11, but there are significant 
differences between the two chapters. This Chart compares the 
crucial aspects of Chapter 9 and Chapter 11 cases for the following 
topics:

 � Commencing the Chapter 9 or Chapter 11 case (see 
Commencement of the Case).

 � Requirements to be eligible as a debtor (see Eligibility 
Requirements).

 � Limitations on the power of the court (see Limitations on the Power 
of the Court).

 � Limited role of the US Trustee (see Role of the US Trustee).

 � General case administration (see Case Administration).

 � Preferences and other avoidable transfers (see Preference Actions 
and Other Avoidable Transfers).

 � Rejection of labor and retiree benefits (see Labor and Retiree 
Benefits).

 � Liens on special revenues (see Special Revenues).

 � Plans of adjustment and reorganization (see Plan of Adjustment v. 
Plan of Reorganization).

 � Bankruptcy discharge (see Discharge).

COMMENCEMENT OF THE CASE

Chapter 9 Chapter 11

Initiating a case Only a municipality can initiate a Chapter 9 case 
(§ 109(c)(1), Bankruptcy Code). 

Municipalities cannot be put into Chapter 9 
involuntarily. Section 303 of the Bankruptcy Code, 
which provides for the commencement of involuntary 
cases, is not applicable in Chapter 9.

A Chapter 11 debtor can commence a bankruptcy 
case on its own. An involuntary petition may also be 
filed by unsecured creditors under section 303 of the 
Bankruptcy Code (see Practice Note, The Involuntary 
Bankruptcy Process (0-522-5462)).

Conversion A Chapter 9 case cannot be converted to one under 
another Chapter.

A Chapter 11 case can be converted to one under 
Chapter 7 (see Practice Note, Dismissing or Converting 
a Chapter 11 Case (w-000-6009)).



© 2016 Thomson Reuters. All rights reserved.  2

Chapter 9 v. Chapter 11 Comparison Chart

Chapter 9 Chapter 11

Bankruptcy schedules and statements A Chapter 9 debtor is not required to file bankruptcy 
schedules (schedules) or statements of financial affairs 
(statements). In a Chapter 9 case:

 � Under section 924 of the Bankruptcy Code, a Chapter 
9 debtor must file a list of creditors.

 � Under section 925 of the Bankruptcy Code, any 
claim on the list of creditors is a proof of claim 
deemed filed under section 501 of the Bankruptcy 
Code, unless listed as contingent, disputed, or 
unliquidated.

 � A Chapter 9 debtor has no other mandatory 
reporting requirements.

A Chapter 11 debtor must file schedules and statements 
(see Practice Note, Schedules and Statements of 
Financial Affairs: Overview (w-000-9982)).

 � Under section 1111(a) of the Bankruptcy Code, a 
creditor holding a scheduled claim does not have to 
file a proof of claim unless the debt is listed in the 
schedules as contingent, disputed, or unliquidated 
(see Practice Note, Filing a Proof of Claim in a 
Chapter 11 Bankruptcy Case (8-385-1512)).

 � A Chapter 11 debtor must submit quarterly statements 
of disbursements and make other financial and 
operational disclosures (Fed. R. Bankr. P. 2015).

Publication of the notice of 
commencement of the case

Section 923 of the Bankruptcy Code requires the 
publication of notice of commencement of the Chapter 9 
 case for three consecutive weeks in a local newspaper 
and in a newspaper having general circulation among 
bond dealers and bondholders.

The notice must provide a date by which objections to 
eligibility must be filed (see Eligibility Requirements).

Not required.

Bankruptcy judge Under section 921(b) of the Bankruptcy Code, the 
Chief Judge of the Circuit, rather than the clerk of the 
bankruptcy court, designates the bankruptcy judge to 
preside over the Chapter 9 case.

The bankruptcy judge is typically selected at random. 
However, in some instances, a judge with a certain 
background or experience is assigned to a high profile 
and complex Chapter 11 case or the judge presiding 
over a Chapter 11 case of an affiliate of the debtor is 
assigned to the case.

ELIGIBILITY REQUIREMENTS

Chapter 9 Chapter 11

Filing entity Debtor must be a municipality, which is defined as a 
political subdivision, public agency, or instrumentality of 
a State under section 109(c)(1) of the Bankruptcy Code.

 � Municipality must be specifically authorized under 
state law to be a Chapter 9 debtor (§ 109(c)(2), 
Bankruptcy Code).

 � Approximately half of the states have legislation 
providing for some form of Chapter 9 filing 
authorization (see, for example Cal. Gov. Code 
§ 53760). 

 � Certain state statutes contain limitations regarding 
the type of entity that may file for Chapter 9, and some 
require further approval from the state or a state 
official (see, for example Conn. Gen. Stat. Ann § 7-566).

To be eligible as a Chapter 11 debtor, an entity must be:

 � An individual. 

 � A partnership.

 � A corporation.

 � Any other business entity.

(§ 109(d), Bankruptcy Code.)
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Chapter 9 Chapter 11

Insolvency The Chapter 9 debtor bears the burden of proving 
that it is insolvent as of the petition date (§ 109(c)(3), 
Bankruptcy Code).

A municipality is insolvent if it is either:

 � Generally not paying its debts as they become due, 
unless those debts are the subject of a bona fide 
dispute. The test for when a municipality is generally 
not paying its debts as they become due requires 
a factual analysis of what payments have been 
missed and their relation to the municipality’s overall 
financial position.

 � Unable to pay its debts as they become due. In 
determining whether the municipality cannot pay 
its debts as they become due, courts look at the 
projected cash flow and expenses of the municipality 
rather than using a balance sheet test (§ 101(32)(C), 
Bankruptcy Code).

For both of these tests, the court looks to the 
municipality’s fiscal condition in the near term, as 
opposed to two or more years in the future.

No insolvency requirement for a Chapter 11 debtor.

Desire to effectuate a plan The debtor must desire to effect a plan to adjust its 
debts (§ 109(c)(4), Bankruptcy Code).

No statutory requirement for the debtor to desire to 
effectuate a plan of reorganization.

Good faith requirements To demonstrate good faith, a municipality must show 
one of the following:

 � It has obtained the agreement of creditors holding at 
least a majority in amount of the claims of each class 
that the municipality intends to impair under a plan.

 � It has negotiated in good faith with creditors but 
failed to reach an agreement.

 � It is unable to negotiate with creditors because 
negotiations are impracticable.

 � It reasonably believes that a creditor may attempt to 
obtain an avoidable preference. 

(§ 109(c)(5), Bankruptcy Code.)

A bankruptcy judge may dismiss a Chapter 9 petition 
if the debtor did not file the petition in good faith 
(§ 921(c), Bankruptcy Code).  

No statutory good-faith filing requirement, but a party 
in interest may file a motion to dismiss or covert the 
case as a bad faith filing (§ 1112(b), Bankruptcy Code).

Appeal of a petition In the event of an appeal from the entry of an order 
for relief, the bankruptcy court may not delay any 
proceeding in the Chapter 9 case, nor may any court 
issue a stay (§ 921(e), Bankruptcy Code).

No Chapter 11 equivalent.
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LIMITATIONS ON THE POWER OF THE COURT

Chapter 9 Chapter 11

Financial autonomy of the debtor Because of limitations on Congress’ power over the 
states, imposed by the 10th Amendment to the U.S. 
Constitution, the Bankruptcy Code places significant 
restraints on the powers of a bankruptcy court to 
interfere with the operations of a municipality. During 
the Chapter 9 case, the state maintains its powers to 
control municipalities, subject to specific Bankruptcy 
Code provisions (§ 903, Bankruptcy Code).

Absent consent by the debtor, the court may not 
interfere with:

 � Any of the political or governmental powers of the 
debtor.

 � Any of the property or revenues of the debtor.

 � The debtor’s use or enjoyment of any income-
producing property.  

(§ 904, Bankruptcy Code.)

A Chapter 9 debtor does not need court approval to 
use, sell, or lease property, including cash collateral 
(section 363 of the Bankruptcy Code is not incorporated 
into Chapter 9).

The debtor maintains complete control of most of its 
financial affairs and operations to provide services to 
its citizens.

Chapter 11 debtors are subject to section 363 of the 
Bankruptcy Code, which requires that the debtor 
receive court approval to use, sell, or lease property 
out of the ordinary course of business during the 
bankruptcy case.

Examiner or trustee The court cannot appoint an examiner or a trustee, 
except relating to the recovery of avoidable transfers 
(§ 926(a), Bankruptcy Code). 

There is some question regarding the constitutionality 
of the appointment of a trustee relating to the recovery 
of an avoidable transfer due to the prohibition on the 
bankruptcy court’s control over the debtor’s use of its 
property imposed by section 904(a) of the Bankruptcy 
Code (see In re New York Off-Track Betting Corp., 2011 
WL 309594 (Bankr. S.D.N.Y. Jan. 25, 2011)).

A trustee or examiner may be appointed at the 
request of a party in interest or the US Trustee  
(§ 1104, Bankruptcy Code).

ROLE OF US TRUSTEE (AND BANKRUPTCY ADMINISTRATOR IN ALABAMA AND NORTH CAROLINA)

Chapter 9 Chapter 11

Generally The US Trustee has no general supervisory authority in 
a Chapter 9 case because that would be an improper 
interference with the political and financial affairs of 
the Chapter 9 debtor. 

In a Chapter 9 case, the US Trustee does not: 

 � Examine the debtor at a meeting of creditors 
because there is no section 341 meeting of creditors.

 � Have the authority to move for appointment of a 
trustee or examiner or for conversion of the case.

 � Monitor the financial affairs and the operations 
of the debtor, or review the fees of professionals 
retained in the case.

The US Trustee plays an active role in overseeing the 
bankruptcy case, and may:

 � Conduct the first meeting of creditors (§ 341, 
Bankruptcy Code).

 � Move for appointment of a trustee or examiner 
(§ 1104, Bankruptcy Code).

 � Move to convert the case (§ 1112(b), Bankruptcy 
Code; see Practice Note, Dismissing or Converting a 
Chapter 11 Case (w-000-6009)).

 � Monitor the financial operations and fee requests 
from estate professionals (28 U.S.C. § 586; see US 
Trustee Fee Guidelines).

For more information on the role of the US Trustee 
in Chapter 11 cases, see Practice Note, US Trustee 
Guidelines and Requirements for Chapter 11 Debtors: 
Role of the US Trustee (w-000-5977).
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Chapter 9 Chapter 11

Appointment of creditors’ committee The US Trustee’s most important role in Chapter 9 
cases is to appoint a creditors’ committee or other 
official committee(s).

For more information on the appointment of a 
creditors’ committee in a Chapter 9 case, see Practice 
Note, Representing Creditors in Chapter 9 Bankruptcy 
Cases: Appointment of a Creditors’ Committee 
(w-001-1016).

The US Trustee appoints members of official 
committees.

For more information on the formation of a Chapter 11  
creditors’ committee see Practice Note, Chapter 11 
Creditors’ Committees: Formation of a Creditors’ 
Committee (1-508-8252).

CASE ADMINISTRATION

  Chapter 9 Chapter 11

The bankruptcy estate Chapter 9 does not create a bankruptcy estate.

 � Section 541 of the Bankruptcy Code is not 
incorporated into Chapter 9.

 � Section 902(1) of the Bankruptcy Code defines 
“property of the estate” to mean “property of the 
debtor.”

Commencement of a Chapter 11 case creates an estate, 
which contains all of the debtor’s assets and liabilities 
as of the petition date (§ 541, Bankruptcy Code).

For more information on property of the estate, 
see Practice Note, Property of the Estate: Overview 
(5-613-8145).

Retention of professionals Sections 327-331 of the Bankruptcy Code are not 
applicable in a Chapter 9 case. A Chapter 9 debtor: 

 � Does not need court approval to retain professionals. 
Professionals retained by the debtor need not satisfy 
the requirements that they be disinterested or not 
hold or represent an interest adverse to the estate.

 � Does not need court authorization to pay 
professionals during the course of the 
bankruptcy case.  

The only provision of Chapter 9 governing the 
compensation of professionals provides that, as a plan 
confirmation requirement, all amounts to be paid by the 
debtor or by any person for services or expenses in the 
case or incident to the plan have been fully disclosed 
and are reasonable (§ 943(b)(3), Bankruptcy Code).

Sections 327 through 331 apply to professionals in 
Chapter 11 bankruptcies:

 � Section 327 of the Bankruptcy Code governs the 
retention and employment of bankruptcy counsel 
and other professionals.

 � Section 328(a) of the Bankruptcy Code provides a 
mechanism for approval of the terms and conditions 
of the compensation of a professional retained under 
section 327.

 � Sections 330 and 331 of the Bankruptcy Code govern 
the compensation of professionals retained by the 
estate.

For more information on getting retained and getting 
paid in Chapter 11, see Practice Notes, Getting 
Retained as a Professional to the Debtor-in-Possession 
(0-616-6522) and Getting Paid as Professional to a 
Chapter 11 Debtor or Trustee (8-616-5137).

Automatic stay Section 362 of the Bankruptcy Code, governing the 
automatic stay, applies in Chapter 9 cases.

Section 922(a) of the Bankruptcy Code contains 
additional restrictions, including:

 � Prohibiting actions against officers and inhabitants 
of the debtor if the action seeks to enforce a claim 
against the debtor.

 � Prohibiting a creditor from bringing a mandamus 
action against an officer of a municipality on account 
of a prepetition debt.

 � Prohibiting a creditor from bringing an action 
against an inhabitant of the debtor to enforce a lien 
on or arising out of taxes or assessments owed to the 
debtor.

Section 922(d) of the Bankruptcy Code limits the 
applicability of the stay:

 � A Chapter 9 petition does not operate to stay the 
application of pledged special revenues to payment 
of indebtedness secured by those revenues. 

 � An indenture trustee or other paying agent may 
apply pledged funds to payments coming due or 
distribute the pledged funds to bondholders without 
violating the automatic stay.

The automatic stay applies only to the debtor and its 
property.

For more information on the automatic stay, 
generally, see Practice Note, Automatic Stay: Lenders’ 
Perspective: Automatic Stay (9-380-7953).
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  Chapter 9 Chapter 11

Committees A creditors’ committee may be appointed in a Chapter 9 
case (§ 901(a), Bankruptcy Code, incorporating §§ 1102, 
1103, Bankruptcy Code), but the committee is restricted 
regarding the role it can take in the case: 

Creditors’ committee has the powers and duties of a 
Chapter 11 creditors’ committee. 

It is more likely that an official retiree committee is 
appointed, rather than an official creditors’ committee 
because retirees are often the most crucial unsecured 
creditor constituency in the case.

A committee cannot be appointed until after the entry 
of the order for relief, which may take months in a 
Chapter 9 case if eligibility is challenged.

 � A Chapter 9 debtor cannot be ordered to pay the 
professionals employed by a committee, but often an 
agreement is reached for their compensation.

For more information on committees in Chapter 9, 
see Practice Note, Representing Creditors in Chapter 
9 Bankruptcy Cases: Early Case Considerations for 
Creditors (w-001-1016).

A Chapter 11 creditors’ committee is vested with certain 
powers, which include the right to: 

 � Consult with the debtor concerning administration 
of the case.

 � Investigate the debtor’s acts, conduct, financial 
condition, business operations, and any other 
matters relevant to the case or formulation of a plan.

 � Participate in the formulation of the plan, advise its 
constituents about the desirability of any proposed 
plan and collect and file ballots.

 � Request the appointment of a trustee or examiner.

 � Perform other services that are in the interests of its 
constituents.

(§ 1103(c), Bankruptcy Code.)

Because the order for relief in a voluntary Chapter 11 
case occurs on the petition date, a committee may be 
appointed immediately. 

The committee’s retained professionals are paid pari 
passu with debtors’ professionals (§§ 330(a)(1),  
503(b)(2), Bankruptcy Code).

Right to be heard A party’s right to be heard in a Chapter 9 case is more 
expansive than in a Chapter 11 case.

Not only does section 1109 of the Bankruptcy Code 
apply, but Rule 2018 of the Federal Rules of Bankruptcy 
Procedure specifies that:

 � The Secretary of the Treasury of the United States 
may intervene in a Chapter 9 case.

 � Representatives of the state in which the debtor is 
located may intervene in a Chapter 9 case regarding 
matters specified by the court.

Section 1109 of the Bankruptcy Code provides that the 
following parties may appear and be heard on any issue 
in a Chapter 11:

 � The Securities and Exchange Commission (except it 
may not appeal from any judgment, order, or decree 
entered in the case).

 � A party in interest, which includes:
 z the debtor;
 z the trustee;
 z a creditors’ committee;
 z an equity committee (see Practice Note, Chapter 

11 Equity Committees (6-608-2869));
 z a creditor;
 z an equity security holder; and
 z an indenture trustee.

Dismissal The bankruptcy court may dismiss a Chapter 9 petition 
for the following reasons: 

 � The debtor did not file the petition in good faith. 

 � The petition does not meet the requirements of 
Chapter 9.

 � Lack of prosecution.

 � Unreasonable delay by the debtor that is prejudicial 
to creditors.

 � Failure to propose or confirm a plan within the time 
fixed by the court.

 � Material default by the debtor under a confirmed 
plan.

 � Termination of a confirmed plan by the occurrence of 
a condition specified in the plan. 

(§ 930, Bankruptcy Code.)

The bankruptcy court may convert a Chapter 11 to 
one under Chapter 7 or dismiss the case as specified 
in section 1112 of the Bankruptcy Code (see Practice 
Note, Dismissing or Converting a Chapter 11 Case 
(w-000-6009)).
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PREFERENCE ACTIONS AND OTHER AVOIDABLE TRANSFERS 

  Chapter 9 Chapter 11

Avoidable transfers The Bankruptcy Code’s avoidance powers are 
applicable in Chapter 9 cases. 

However, in Chapter 9, a transfer of property by a 
municipality to or for the benefit of a bondholder 
on account of that bond may not be avoided as a 
preference (§ 926(b), Bankruptcy Code).

In Chapter 11, the trustee or debtor have the ability to 
set aside both:

 � Preferential transfers made within 90 days of a 
bankruptcy filing (or one year if to an insider) (§ 547, 
Bankruptcy Code).

 � Fraudulent transfers made within two years before a 
bankruptcy filing (§ 548, Bankruptcy Code).

Once these transfers have been set aside by the trustee 
or debtor, the transferred property can be recovered for 
the benefit of the estate and its creditors.

See Practice Notes Preferential Transfers: Overview 
and Strategies for Lenders and Other Creditors 
(6-381-6416) and Fraudulent Conveyances in 
Bankruptcy: Overview (4-382-1268).

LABOR AND RETIREE BENEFITS

  Chapter 9 Chapter 11

Section 1113 of the Bankruptcy Code Section 1113 of the Bankruptcy Code does not apply 
in Chapter 9 cases. A municipal debtor enjoys greater 
latitude than a Chapter 11 debtor to modify or reject 
labor agreements.

The bankruptcy court should permit rejection if the 
debtor demonstrates that a collective bargaining 
agreement (CBA):

 � Burdens the debtor. 

 � After careful scrutiny, the equities balance in favor of 
rejection.

 � The prospects of reaching a deal in the near future 
are not good.

A Chapter 11 debtor cannot unilaterally abrogate a CBA:

 � Section 1113 of the Bankruptcy Code requires 
a Chapter 11 debtor to negotiate proposed 
modifications of a CBA with the authorized 
representative of the employees covered by the 
agreement.

 � During this process, many steps are required of the 
debtor, and court approval is necessary for debtor 
rejection or modification of a CBA.

Section 1114 of the Bankruptcy Code Section 1114 of the Bankruptcy Code does not apply in 
Chapter 9 cases.

Section 1114 of the Bankruptcy Code enumerates the 
stringent ground rules for treatment of retiree benefits 
in bankruptcy.

SPECIAL REVENUES

  Chapter 9 Chapter 11

Liens on special revenues Obligations secured by a lien on special revenues 
(§ 902(2), Bankruptcy Code) retain that lien in  
Chapter 9. However, the security interest is subject 
to the necessary operating expenses of the project 
involved (§ 928(b), Bankruptcy Code).

The holder of a claim payable solely from special 
revenues does not have recourse against the debtor 
(§ 927, Bankruptcy Code). This prevents the conversion 
of revenue bonds into general obligation bonds.

A creditor with a nonrecourse claim may, under certain 
limited circumstances, be treated as having recourse 
against the debtor (§ 1111(b), Bankruptcy Code).

For more information on the mechanics of section 
1111(b) of the Bankruptcy Code, see Practice Note, 
The Section 1111(b) Election (7-609-5507).
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PLAN OF ADJUSTMENT V. PLAN OF REORGANIZATION

  Chapter 9 Chapter 11

Exclusivity Only the debtor may file a plan of adjustment. Creditors 
may not propose or file competing plans (§ 941, 
Bankruptcy Code).

After termination of the exclusivity period, any party in 
interest may file a plan, including: 

 � The debtor. 

 � The trustee.

 � A creditors’ committee.

 � An equity committee.

 � A creditor.

 � An equity security holder.

 � An indenture trustee.

The appointment of a Chapter 11 trustee automatically 
terminates exclusivity (§ 1121(c), Bankruptcy Code).

Filing deadline The Bankruptcy Code does not fix a specific deadline 
by which the debtor must file a Chapter 9 plan of 
adjustment. If a plan is not filed with the petition, the 
debtor files the plan at the time fixed by the court 
(§ 941, Bankruptcy Code).

The debtor has the exclusive right to file a plan of 
reorganization in the first 120 days of the case (§ 1121(b), 
Bankruptcy Code).

 � If the debtor does not file a plan during the first 
120 days of the case, the debtor may request an 
extension of the exclusivity period (§ 1121(d)(1), 
Bankruptcy Code). 

 � The court may not indefinitely extend the debtor’s 
exclusivity period, which may last no longer than 
18 months after the petition date (§ 1121(d)(2), 
Bankruptcy Code).

For more information on the timing of a Chapter 11 
plan see Chart, Timeline of the Chapter 11 Plan Process 
(1-503-1519).

Plan content and confirmation 
requirements

The plan content and confirmation requirements in 
Chapter 9 cases are similar to those applicable in 
Chapter 11 cases (see §§ 103(f), 901(a), Bankruptcy 
Code, making certain other sections of the Bankruptcy 
Code applicable to Chapter 9 cases). 

The bankruptcy court must confirm the plan of 
adjustment if it finds that, among other things:

 � At least one class of impaired creditors has voted to 
accept the plan (§ 1129(a)(10), Bankruptcy Code).

 � A class accepts a plan if the plan is accepted by 
holders of at least two-thirds in amount and a 
majority in number of claims within that class 
actually voting (§ 1126(c), Bankruptcy Code).

 � If an impaired class votes to reject the plan, but all 
other requirements for confirmation are satisfied, the 
court should confirm the plan (that is, cramdown) if 
the plan:
 z does not discriminate unfairly; and 
 z is fair and equitable regarding each impaired 

class that has not accepted the plan.

(§ 1129(b)(1), Bankruptcy Code and see Practice Note, 
Chapter 11 Plan Process: Overview: Confirmation of a 
Plan: Cramdown Plans (0-502-7396).)

 � The debtor obtained any regulatory or electoral 
approval necessary under applicable nonbankruptcy 
law to carry out any provision of the plan of 
adjustment (§ 943(b)(6), Bankruptcy Code).

 � The plan of adjustment is:
 z in the best interests of creditors; and 
 z is feasible

(§ 943(b)(7), Bankruptcy Code.)

To be consensually approved, a Chapter 11 plan must 
meet all of the requirements of section 1129(a) of the 
Bankruptcy Code.

For more information on the consensual approval of a 
plan of reorganization, see Practice Note, Chapter 11 
Plan Process: Overview: Confirmation of a Plan: 
Consensual Plans (0-502-7396).

If any impaired class votes to reject the proposed plan, 
it can still be confirmed over the class’s objection if 
the plan satisfies the Bankruptcy Code’s cramdown 
provisions of section 1129(b)(1) of the Bankruptcy Code.

For more information on the confirmation of a 
cramdown plan, see Practice Note, Chapter 11 Plan 
Process: Overview: Confirmation of a Plan: Cramdown 
Plans (0-502-7396).



9

Chapter 9 v. Chapter 11 Comparison ChartChapter 9 v. Chapter 11 Comparison Chart

ABOUT PRACTICAL LAW

Practical Law provides legal know-how that gives lawyers a better starting 
point. Our expert team of attorney editors creates and maintains thousands of 
up-to-date, practical resources across all major practice areas. We go beyond 
primary law and traditional legal research to give you the resources needed to 
practice more efficiently, improve client service and add more value.

If you are not currently a subscriber, we invite you to take a trial of our online 
services at legalsolutions.com/practical-law. For more information or to 
schedule training, call 1-800-733-2889 or e-mail referenceattorneys@tr.com.

11-16

© 2016 Thomson Reuters. All rights reserved. Use of Practical Law websites and services is subject to the  
Terms of Use (http://static.legalsolutions.thomsonreuters.com/static/agreement/westlaw-additional-terms.pdf) 

and Privacy Policy (https://a.next.westlaw.com/Privacy). 

DISCHARGE

  Chapter 9 Chapter 11

Bankruptcy discharge A municipal debtor receives a discharge of all debts 
when the following conditions are met:

 � The plan is confirmed.

 � The debtor deposits any consideration to be 
distributed under the plan with the disbursing agent 
appointed by the court.

 � The court determines that securities deposited 
with the disbursing agent constitute valid legal 
obligations of the debtor and that any provision 
made to pay or secure payment of those obligations 
is valid.

(§ 944(b), Bankruptcy Code.)

A municipal debtor is not discharged from any debt:

 � Excepted from discharge by the plan or the order 
confirming the plan.

 � Owed to an entity that, before confirmation of the 
plan, had neither notice nor actual knowledge of 
the case.

(§ 944(c), Bankruptcy Code.)

Section 524(e) of the Bankruptcy Code, which provides 
that a discharge generally does not affect the debts of 
non-debtors, is not incorporated into Chapter 9.

Confirmation of a plan discharges a debtor from 
most debts that arose before the date of confirmation 
(§ 1141(d), Bankruptcy Code):  

 � After confirmation, the debtor is bound by the 
provisions of and must make payments under the 
plan of reorganization.

 � The discharge of a debtor does not affect the 
liabilities of third parties (§ 524(e), Bankruptcy Code).


