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Introduction

In the United States, bankruptcy is a legal process designed to help individuals and businesses reset their financial 

lives. Among the various chapters of the federal Bankruptcy Code, Chapter 13 offers a structured repayment plan 

that allows debtors to keep their assets while paying creditors over time. For many Americans, the first step toward 

this relief is the American government Chapter 13 test—an eligibility assessment that determines whether a

debtor can file under this chapter. This article dives deep into the mechanics of that test, the surrounding legal

framework, and practical strategies for navigating the entire Chapter 13 journey. Whether you’re a first �time filer or a

seasoned professional, understanding these nuances can save you time, money, and unnecessary stress.

Understanding Chapter 13 Bankruptcy in the United States

What Is Chapter 13?

Chapter 13, often called a “wage earner’s plan,” allows individuals with regular income to repay a portion of their

unsecured debts over a period of three to five years. Unlike Chapter 7, which liquidates assets to pay creditors,

Chapter 13 preserves property such as a home or car, provided the debtor complies with the repayment schedule.

The plan is filed with the U.S. Bankruptcy Court, reviewed by a trustee, and approved by creditors. Upon successful

completion, remaining eligible debts are discharged.

How Does Chapter 13 Fit Into American Bankruptcy Law?

American bankruptcy law is structured to balance the interests of debtors, creditors, and the public. Chapter 13 sits

between Chapter 7 (liquidation) and Chapter 11 (reorganization for businesses). Its primary purpose is to give

debtors a fair chance to regain financial footing while ensuring creditors receive a reasonable portion of what they

are owed. The process is governed by federal statutes, court rules, and the U.S. Trustee Program, which oversees

compliance and protects public interests.

The American Government Chapter 13 Test: Eligibility Criteria

Income Limits

The first gatekeeper in the American government Chapter 13 testis income. The debtor’s disposable monthly

income—after taxes and allowable living expenses—must exceed the median income for the state. If the debtor’s

income is below the state median, they are automatically barred from filing Chapter 13 and must consider Chapter

7. The calculation uses the most recent median income data published by the U.S. Census Bureau.

Debt Thresholds

Chapter 13 imposes strict upper limits on the types of debt that qualify for the plan. As of 2024, unsecured debts

(e.g., credit cards, medical bills, personal loans) must be less than $419,275, while secured debts (e.g., mortgages,

auto loans) must be below $1,257,850. These thresholds are adjusted annually for inflation, so staying current is

essential. Debtors exceeding these limits must file under a different chapter or negotiate a debt settlement outside

of bankruptcy.

Other Factors to Consider



•  Prior Bankruptcy Filings: A debtor who has filed a Chapter 13 within the last eight years may face restrictions.

•  Debt Type: Certain debts, such as student loans, alimony, and child support, are generally non �dischargeable 

under Chapter 13.

•  Property Ownership: While Chapter 13 protects assets, the debtor must still maintain payments on secured 

loans to avoid foreclosure or repossession.

Preparing for the Chapter 13 Test

Gathering Documentation

Before you even file, you must compile a comprehensive financial statement. This includes:

•  Bank account statements

•  Pay stubs and tax returns

•  Mortgage and auto loan documents

•  Credit card statements and debt schedules

•  Any court judgments or tax liens

These documents provide the court and trustee with a clear picture of your financial health and help determine

your eligibility.

Financial Assessment

Once your paperwork is assembled, a qualified bankruptcy attorney will run a preliminary analysis. This 

assessment compares your disposable income against the median income, verifies debt limits, and identifies any 

disqualifying factors. The goal is to predict the likelihood of passing the American government Chapter 13 test

and to uncover potential pitfalls early.

Filing the Chapter 13 Petition

Choosing a Bankruptcy Attorney

Hiring an experienced attorney is critical. Look for a professional who specializes in consumer bankruptcy, has a

strong track record in Chapter 13 cases, and can explain the process in plain language. Many attorneys offer a free

initial consultation, allowing you to gauge their expertise before committing.

Key Documents and Forms

Filing involves submitting several federal forms:

1.  Form 101 – Petition for Bankruptcy

2.  Form 107 – Statement of Financial Affairs

3.  Form 109 – Statement of Current Monthly Income

4.  Form 110 – Statement of Current Monthly Expenses

5.  Form 112 – Statement of Intention to Pay

6.  Form 121 – Statement of Claim

After submission, a filing fee of $310 is due. The court will assign a case number and schedule a meeting with the

U.S. Trustee.

Developing a Repayment Plan

Plan Duration and Structure

Chapter 13 plans can last anywhere from three to five years, depending on the debtor’s income and the amount of



debt to be repaid. The plan must be realistic; the court will reject any schedule that appears overly ambitious or

unattainable. Typically, the debtor pays creditors a fixed monthly amount, with the plan’s terms detailed in a formal

document filed with the court.

Creditor Approval and Plan Confirmation

Once the plan is drafted, creditors are notified and given the opportunity to object. If objections arise, the court may

require modifications. Once all parties agree—or if no objections are filed—the court will confirm the plan in a

confirmation hearing. Confirmation is the moment the plan becomes legally binding, and the debtor must adhere to

it strictly.

The Role of the U.S. Trustee Program

The U.S. Trustee, a federal officer, oversees the bankruptcy process to ensure fairness and compliance.

Responsibilities include:

•  Reviewing the petition and financial statements

•  Monitoring the debtor’s adherence to the repayment plan

•  Investigating potential fraud or misconduct

•  Ensuring creditors receive appropriate disclosures

Regular communication with the trustee is essential; failure to report changes in income or assets can lead to

dismissal.

Common Challenges and How to Overcome Them

Excessive Debt or Low Income

If your debt exceeds the Chapter 13 limits or your income falls below the median, the court may deny your petition.

In such cases, consider:

•  Negotiating a debt settlement outside of bankruptcy

•  Exploring a Chapter 7 liquidation if assets are minimal

•  Reevaluating expenses to increase disposable income

Disputes with Creditors

Creditors may object to the plan’s payment schedule or the amount of debt included. To mitigate disputes:

1.  Provide transparent documentation of all debts.

2.  Offer to negotiate a reduced payment amount if justified.

3.  Maintain open communication with the trustee to address concerns promptly.

Chapter 13 vs. Chapter 7: Which Path Is Right?

•  Asset Protection: Chapter 13 allows you to keep most assets; Chapter 7 may require liquidation.

•  Debt Limits: Chapter 13 has higher debt thresholds but requires a repayment plan.

•  Time Commitment: Chapter 13 spans 3–5 years; Chapter 7 is typically completed in a few months.

•  Credit Impact: Both chapters leave a mark on credit reports, but Chapter 13 may offer a smoother path to 

rebuilding credit.

Post-Plan Considerations

Maintaining Compliance



Throughout the repayment period, the debtor must file monthly reports detailing income changes, asset

acquisitions, or significant expenses. Failure to comply can lead to plan dismissal or a default judgment against the

debtor.

Debt Discharge and Credit Recovery

Upon successful completion, the court discharges eligible debts, releasing the debtor from legal obligation. While

this does not erase the debt from credit reports, it often improves the debtor’s credit score over time. Rebuilding

credit involves responsible use of credit cards, timely payments, and monitoring credit reports for inaccuracies.

Frequently Asked Questions
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