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INTRODUCTION 
 

I am passionate about what I do.  I love to help people 
work towards financial freedom.  For some, that means 
simply exercising greater self-control, establishing a 
budget, and adopting time-tested, grandmother-
approved tools that lead to financial independence.  For 
others, the only viable way to achieve financial freedom 
in their foreseeable future is to file bankruptcy. 

Since I started practicing law in 2001 and opening my 
own firm in 2006, I’ve counseled with thousands of 
individuals from all walks of life.  I’ve counseled widows 
whose husbands recently passed away.  I’ve advised 
widowers grieving over the loss of their wife.  I’ve 
spoken to thousands of people wrestling with the loss of 
a job and the devastation, financial and emotional, that 
follows.  I have spoken with people who have good, 
secure jobs whose finances simply got away from them 
due to poor planning and budgeting.  I’ve consulted with 
people who have addictions to substances, gambling, 
and spending.  I’ve talked with people whose income is 
well into the six-figure range and have multiple homes.  
I have seen first-hand that people struggle financially 
from all different backgrounds. 

If you are reading this book, chances are you have had 
your fair share of struggles and are this very moment 
struggling financially.  You may have toyed with the idea 
of filing bankruptcy.  You have probably researched 
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bankruptcy issues on the internet.  You have probably 
talked to family members, friends, and perhaps even 
work associates.  You may have even talked to others 
who have already filed bankruptcy.   

If you are like the thousand-plus people I have 
personally represented in their bankruptcy cases, you 
are probably struggling in deciding whether bankruptcy 
is morally right for you.  There is something within you 
that absolutely rebels at the thought of filing a 
bankruptcy.  Perhaps it was the way you were raised.  
Perhaps you have a strong core belief, like most of us 
do, that you should keep the promises you make.  
Perhaps you feel that filing bankruptcy is an admission 
that you have somehow failed in life.  Perhaps you are 
worried about what others, including family members, 
will say to you or about you behind your back.   

You may also have questions about alternatives to 
bankruptcy.  For example, can debt consolidation help 
you financially and make bankruptcy unnecessary?  Or 
can you avoid filing bankruptcy by going through a debt 
settlement program? 

Perhaps you have concerns about logistics and 
procedure.  How does a bankruptcy work?  Will my co-
workers or employer find out if I file bankruptcy?  Will I 
have to file under Chapter 13 or can I file under Chapter 
7?  Will I lose any assets?  Will I be subjected to 
uncomfortable questioning from my creditors?  What 
debts are dischargeable in a bankruptcy? 
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Perhaps you have concerns about the practical 
implications about life after bankruptcy.  Will 
bankruptcy ruin my credit?  Will I ever be able to 
purchase a house or a car?  Will I lose my job?   

In this book, I have drawn on my several years of 
bankruptcy experience to answer questions people 
commonly have about bankruptcy.  This book, I hope, is 
not a stuffy academic treatise that explains in boring 
detail the statutes and case law associated with esoteric 
aspects of bankruptcy.   

Instead, I have done my best to create a practical, 
accessible, and super useful book that answers 
questions I hear over and over again as I counsel with 
people about their financial problems. 

Filing bankruptcy is an extremely difficult choice to 
make.  As a straight-shooting bankruptcy attorney, my 
job is not to pressure you one way or the other.  
Instead, I believe my role is to provide accurate 
information that will help you make the best financial 
decisions for you and your family.  You will reach your 
own conclusion about whether to file bankruptcy.  In 
the end, all the consequences of filing, whether positive 
or negative, are entirely yours.   

I hope you enjoy this book, that you get a sense for my 
passion for helping people, and that you obtain answers 
to your sincere questions regarding whether to file 
bankruptcy. 
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IS IT MORALLY RIGHT FOR ME TO FILE 
BANKRUPTCY? 

 

I thought I’d start with the most difficult, if not the most 
common question people have.  People don’t always 
come out and ask this question directly, but I believe it 
is almost universally on people’s mind. 

Nearly everyone who files bankruptcy asks themselves 
whether they are a bad person for filing.  Within our 
Western culture we are taught, properly in my opinion, 
that we should tell the truth and honor our 
commitments.  This is as it should be.  We were taught 
this by our parents, our grandparents, and our teachers.  
I have taught my four children the same thing.   

Without these fundamental values—honoring our 
commitments and telling the truth--our free market 
economy and our entire society would come unraveled.  
Without trust in the promises of others, people acting 
within the economy would be extremely reluctant to do 
business with anyone else.  There would be such a level 
of distrust that economic interaction would slow 
dramatically if not come to a halt.   

Contract Law 

In America, contract law helps us have confidence in the 
economic promises of those we do business with.  This 
is because the law provides a legal remedy when a 
contract is breached.  When I enter into a contract with 
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someone else, I know that I can sue the other person to 
the contract if that person fails to honor the contract.  In 
order to form a binding contract there must be an offer, 
acceptance of that offer, usually referred to as a 
“meeting of the minds,” and consideration.  Under 
these circumstances the law provides a remedy for the 
breach of that legally enforceable promise.   

Try to imagine the chilling effect that would enter into 
commercial transactions were it not for the 
predictability contract law brings to the free market.  
Almost no one would being willing to enter into 
commercial transactions, except perhaps for a mafia 
type loan shark with plenty of muscle to collect on the 
loans he extends. 

So what options are available when debtors don’t repay 
their debts? If you’ve done business with the mafia, 
Cousin Vinny shows up on your doorstep with his brass 
knuckles.   

Debtor’s Prison 

Another historic option has been debtor’s prison.  For 
example, in Greece debtor’s prison was common.  
(Greece only abolished debtor’s prisons in 2008.)  Most 
people know that Australia was largely populated with 
debtors who had been sent to prison for the non-
payment of their debts.  European countries largely 
eliminated debtor’s prisons by the late 1800s.  Great 
Britain eliminated debtor’s prisons with the Debtors Act 
of 1869.  Sweden followed suit in 1879.  Germany still 
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allows for 6 months imprisonment for the intentional 
non-payment of debts.  The United Arab Emirates 
imprisons people for failing to repay their debts.  China 
has a life sentence for non-payment of debts incurred 
with malicious intent.  Iran has debtor’s prison, among 
its other repressive laws.  As a point of interest, one of 
my clients fled Iran with a death sentence because he 
was in possession of unauthorized written materials.  If 
he ever returns to Iran, he will be executed.   

Debt Slavery 

In ancient Greece bankruptcy did not exist.  If a father of 
the debtor could not pay his debts, his entire family 
(including wife, children, and servants) were forced into 
debt slavery until the creditor recouped his losses via 
the physical labor provided.  Many city states in ancient 
Greece limited debt slavery to a period of no more than 
5 years.  Slaves had protection of life and limb.  After the 
5 year period, the debt slaves were given a fresh start. 

Many countries still suffer from debt bondage or debt 
slavery.  The majority of debt slavery occurs in 
Southeast Asia.  However some still occurs in Africa.  It is 
the leading cause of sex slavery including child sex 
trafficking.  Debt slavery is the most common method of 
enslaving people.  Debts are often issued to people who 
have no hope of repaying them.  In this way the 
unscrupulous lender is planting seeds of enslavement 
through the extension of credit.  Frequently children of 
the debtors are sold in repayment of the debts. 



 7 

Historic Origins Of Bankruptcy 

Another option instead of debtor’s prison or debt 
slavery, is a well regulated and carefully designed 
system of bankruptcy.   

The word bankruptcy is often attributed to the Latin 
words “bancus” (which means a bench or table) and 
“ruptus” (which means broken).  In ancient Italian public 
markets a banker would often set up business using a 
particular bench.  They used the bench to hold their 
money and to transact their business.  When a banker 
went out of business, he broke his bench to let the 
public know he was out of business.  As this practice was 
common in Italy, it is said that the term bankrupt is 
derived from the Italian “banco roto,” meaning broken 
bank. 

Bankruptcy is also documented anciently in East Asia.  
The Yassa of Genghis Khan contained a provision that 
mandated the death penalty for anyone who became 
bankrupt three times, indicating that bankruptcy was 
practiced. 

The concept of bankruptcy and fresh start can also be 
found in religious contexts.  In the Torah, or Old 
Testament, Mosaic law proclaimed every seventh year a 
Sabbatical year wherein the release of all debts that are 
owned by Jews is mandated.  Every  seventh  Sabbatical 
year, or 49th year, is then followed by another 
Sabbatical year known as the year of Jubilee, wherein 
the release of all debts is mandated, for Jews and non-
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Jews alike.  The release of all debts slaves is also 
mandated whether of Jewish or non-Jewish descent. 

The discharge of debts was introduced to Anglo 
American bankruptcy with the Statute of Anne in 1705, 
where the discharge of unpayable debts was offered as 
a reward to people who cooperated in the gathering of 
assets to present them as payment to their creditors. 

Bankruptcy In The United States 

American debtor’s prisons existed from the early 
colonial days through the mid-1800s.  However, the 
concept of bankruptcy was of such importance to the 
Founders that they mentioned it in the Constitution.  
Bankruptcy is a matter placed under federal jurisdiction 
by the United States Constitution (Article 1, Section 8, 
Clause 4), which allows Congress to enact “uniform laws 
on the subject of bankruptcies throughout the United 
States.” 

Congress has periodically enacted statutes governing 
bankruptcy.  Congress’s first law on the subject was the 
Bankruptcy Act of 1800, which was limited to 
involuntary bankruptcy proceedings.  This act was 
repealed in 1803.  Voluntary bankruptcy in the United 
States was first allowed by the Bankruptcy Acts of 1841 
and 1867, both of which were later repealed.  The 
Bankruptcy Act of 1898 was the first permanent 
bankruptcy law in the United States.  The Bankruptcy 
Reform Act of 1978 contained sweeping changes and 
established the fundamental structure of our modern 
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bankruptcy system.  There were a few other tweaks to 
the Bankruptcy Code up through 2005.   

Bankruptcy Abuse Prevention And Consumer 
Protection Act of 2005 

In 2005 Congress enacted the Bankruptcy Abuse 
Prevention and Consumer Protection Act (also known as 
BAPCPA).  This act introduced greater restrictions on 
those filing bankruptcy, and, as its name implies, was 
designed to curb abuses of bankruptcy filers under the 
prior bankruptcy laws.  Among the most sweeping 
changes introduced by BAPCPA was the concept of 
means testing, whereby income restrictions were placed 
on those who can file Chapter 7 bankruptcy.  Under the 
means testing provisions of BAPCPA, if a person who is 
filing bankruptcy has above median income based on 
household size and state of residence, that person has 
to go through a rigorous income and expense analysis to 
demonstrate they lack the financial means to repay any 
of their debt.  The means test is based on income over 
the last six complete months.  If a person does not pass 
the means test, it will be presumed abusive for that 
person to file a Chapter 7 bankruptcy.  A person can 
overcome the presumption of abuse in proper 
circumstances.  For example, if a person who had a good 
job earning above median income was laid off and is 
now without income, that person can rebut the 
presumption of bad faith based on the change in 
circumstances.  There is no way that person without 
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income could repay any of the debt in a Chapter 13 
bankruptcy. 

Our current American bankruptcy system seeks to strike 
a careful balance between the interests of debtors 
seeking a fresh start and that of creditors seeking a 
return on their business investments.  Some of the 
safeguards ensuring bankruptcy is not used too often 
include the means test already discussed above, as well 
as the possibility of losing some of one’s property in a 
Chapter 7 (although California has very generous 
exemptions and my clients rarely lose property—see the 
section of this book below discussing the possible loss of 
property).  Another safeguard in our current bankruptcy 
system is the investigation by the FBI and Department of 
Justice of fraudulent statements made by debtors in 
bankruptcy proceedings.  The repercussions of 
dishonest statements—or willful failures to disclose—
include fines, loss of bankruptcy discharge, and 
incarceration. 

The safeguards built into our current bankruptcy system 
make it far less likely that a debtor will file bankruptcy 
improperly. 

Practical Benefits Of A Bankruptcy System 

Our well-developed American system of bankruptcy has 
several practical benefits.  When my clients come to 
understand these practical benefits, they often feel 
much more at ease about filing a bankruptcy. 
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First, our bankruptcy system results in improved 
productivity of individual debtors.  When someone can 
file bankruptcy to rid themselves of oppressive debt 
they can become more productive members of society 
for the remainder of their lives.  This in turn helps other 
members of their community, and contributes to the 
well being of the entire economy.   

Second those who file bankruptcy and free themselves 
from the physical strain of burdensome debt often have 
improved health.  This results in reduced medical costs 
and freeing up of valuable resources for other legitimate 
pursuits.   

Third, a well-developed system of bankruptcy helps 
provide for the optimal use of scarce resources.  When a 
lender knows there is a possibility of filing bankruptcy, 
the lender will be more selective in deciding which 
person it extends loans to.  This will result in the best 
commercial ventures and the most promising and 
profitable activities receiving funding.  On the other 
hand, business ideas and proposed ventures that have 
little perceived chance of success will not receive 
funding due to the threat of bankruptcy. 

Fourth, a well-developed system of bankruptcy can lead 
to improved economic growth as a result of appropriate 
risk-taking.  If debtor’s prison was the cost of risks taken 
that ultimately materialized, there would be far less risk 
taking and far less entrepreneurism.  As a case in point, 
look at the nation of Israel.  In their book Start-Up 
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Nation: The Story of Israel’s Economic Miracle, written 
in 2009, the authors discuss how Israel, a 60 year old 
nation with a population of 7.1 million was able to reach 
such economic growth that “at the start of 2009, some 
63 Israeli companies were listed on the NASDAQ, more 
than those of any other foreign country.”  This 
willingness to take risks, and the resulting economic 
growth, may have something to do with Israel’s 
bankruptcy system.  Israel’s bankruptcy system is very 
similar to the American model. 

Famous People Who Have Filed Bankruptcy 

As I stated in the introduction to this book, hard 
financial times come to all sorts of people.  Just because 
you are famous and were rich at one point in your life 
does not mean you are immune to financial difficulties.   

Many people are surprised to learn that several famous 
people have filed for bankruptcy including Kim Basinger, 
Toni Braxton, Samuel Clemens, Gary Coleman, Walt 
Disney, Mick Fleetwood, Ulysses S. Grant, MC Hammer, 
Larry King, Cyndi Lauper, Stan Lee, Willie Nelson, Tom 
Petty, Burt Reynolds, Mickey Rooney, and Mike Tyson to 
name just a few. 

So When Is Bankruptcy Morally Justified? 

While all of this history may be interesting, the 
fundamental question remains: is filing bankruptcy 
morally right?  Am I a bad person if I file bankruptcy?  
Just because something is legally permissible does not 
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make it right.  For example, it may be legal to watch 
someone drown so long as you didn’t push them in.  But 
that does not make it morally right. 

In my opinion, the answer to this question depends on 
why the person needs to file bankruptcy.  If you are not 
able to repay the debts and they were incurred as a 
result of a sudden change in circumstances that was 
beyond your control, such as with sickness or job loss, 
then I believe filing bankruptcy is morally justified.   

 

The Widower 

One day I received a referral from a prior client (many of 
our clients come as referrals).  I learned that the 
gentleman’s wife had recently passed away.  He had 
gone from a two-income household to a one-income 
household.  His income was meager and he could not 
come close to keeping up with his debts.  After sending 
flowers for the funeral, I informed the gentleman that I 
would be doing his bankruptcy at no charge.  In his 
situation filing bankruptcy was clearly morally justified. 

 

If the debts were incurred intentionally as part of a pre-
mediated plan to steal from creditors, then purposely 
incurring debt with a plan to file bankruptcy is clearly 
unjustified and is totally wrong. 
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The $10,000 Cash Advance 

I once consulted with a gentleman who had decided to 
file bankruptcy.  As we were talking about the logistics 
of how the bankruptcy would unfold, he asked with a 
serious face whether he should max out his credit card 
by taking a $10,000 cash advance.  At first I thought he 
was joking.  When it became clear he was not joking, I 
rephrased his question—are you asking me whether it is 
ok to steal $10,000 from your credit card company and 
then to file bankruptcy?  He quickly determined that I 
had strong feelings on the subject and he awkwardly 
concluded our meeting.  It’s situations like this that I 
love having my own law firm—I can choose who I want 
to represent without fear of upsetting my boss.  As this 
experience illustrates, it is completely wrong to file 
bankruptcy where a person has a pre-meditated plan to 
take money from creditors right before the bankruptcy 
filing. 

 

It is a more challenging issue when someone incurred 
the debts fully intending to pay them off as agreed, but 
the debt may have been incurred through irresponsible 
conduct and would have been avoidable with adequate 
planning and budgeting.  For example if you were living 
right on the edge of your financial means such that the 
slightest hiccup in your income would cause great 
financial turmoil, then filing bankruptcy may or may not 
be morally justified. 
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In analyzing their debt, I ask clients to focus on the 
intermediate to long term, say three to five years.  If it is 
reasonable to think clients can repay their debt over 
that time frame, or to make substantial progress in 
paying it down, then I believe they should avoid 
bankruptcy and pay down their debt.  If however, 
someone would be in the same hopeless situation three 
to five years from now and still be caught in the cycle of 
being forced to use their debt for living expenses 
because they used all their disposable income earlier in 
the month for debt payments, then I believe bankruptcy 
is worth considering. 

Once you get caught in the vicious whirlpool of debt, it 
is almost impossible to break free without the 
assistance of the bankruptcy statutes.  Bankruptcy at 
that point is probably morally justified because society 
will be far better off if you rid yourself of the crushing 
burden of debt and once again become a productive 
member of society.  At that point you will have paid 
your own personal “stupid tax”—something each of us 
pays sooner or later—and learned some painful lessons.  
Hopefully, you will become a much wiser person as a 
result of your financial hardships.   

 

Crushing Short-Term Loans 

Never take out a payday loan!  And never take out a 
high interest personal loan or title loan!  These types of 
loans will kill you financially.  I have had dozens if not 
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hundreds of clients caught in the vicious death spiral of 
short-term loans.  The interest rates and payments are 
so high that people literally have to pay back many, 
many times the amount they originally borrowed.  The 
average annual percentage rate for short-term loans is 
400% and can reach as high as 5,000%.  As I said, never 
take out these types of loans.  So what happens if you 
have already taken on this type of debt?  Unless you 
have a wealthy family member, your only likely solution 
is to file bankruptcy.  Very likely, filing bankruptcy is 
your only method of returning to a normal, productive 
life. 

 

Another thing to consider in evaluating the morality of 
bankruptcy filing is your obligation once your 
bankruptcy is over.  Even though your creditors will not 
be able to legally force you to honor your contractual 
obligations to them, I believe you still have a moral 
obligation to pay back your creditors if you ever achieve 
the financial wherewithal to do so. 

 

The $20,000 Ring 

You may find it interesting that I turn a lot of people 
away who come to me seeking to file bankruptcy.  For 
people who can afford to pay their debt back over a 
reasonable period, I think they should.  Whether that 
happens inside of bankruptcy, through a Chapter 13, or 
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outside of bankruptcy using non bankruptcy processes, I 
think that is the best approach.  Also, if I sense someone 
is being dishonest with me, I simply show them the 
door.  This is one of the big advantages to having my 
own law firm.  For example, in consulting with one 
potential client I was told that she had a ring worth 
$20,000.  When I told her she would have to disclose 
her ownership of the ring and potentially lose it during 
the bankruptcy, she changed her tune and said actually 
she did not own the ring.  I politely told her, but in no 
uncertain terms, that I would not represent her. 
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DO I REALLY NEED AN ATTORNEY TO FILE 
BANKRUPTCY? 

 

I’m a firm believer in taking on new challenges and 
doing things yourself.  For example, my wife and 4 kids 
moved to a house that was built in 1920.  Almost 
everything in the house was original, including the 
kitchen.  The kitchen was in desperate need of updating, 
especially the cabinets.  I had a few contractors come 
out to the house and give me quotes to build new 
cabinets.  Many of them could not make the cabinets 
the way we wanted and I felt their quoted cost was too 
high.  I could not find anyone that would give me a price 
I felt I could afford.   

So I determined to build the cabinets myself, even 
though I had never done anything like that before.  I 
went on to YouTube and spent many hours watching 
videos about how to build cabinets.  I then went to 
Craigslist and found some used equipment.  After all 
was said and done, it took me probably 10 times longer 
than it would have taken a competent cabinet maker, as 
my awesome and patient wife is fond of reminding me.  
But I ended up learning a valuable new skill, not to 
mention getting cabinets exactly like we wanted at a 
fraction of the price we were originally quoted. 

For someone who has a lot of time, and an equal 
amount of determination and perseverance, you can file 
your own Chapter 7 bankruptcy.  People do it often.  If 
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you decide file your own Chapter 7, be sure to spend a 
lot of time researching the potential legal pitfalls, 
especially in asserting the proper exemptions to protect 
your assets.  I have been in several meetings with 
bankruptcy trustees where a person filed bankruptcy 
without an attorney and made mistakes in their 
exemptions.  In those cases the bankruptcy trustee is far 
more likely to take assets that could have been 
otherwise protected. 

If you try to file a Chapter 13 bankruptcy without an 
attorney, you are heading for almost certain failure.  
According to a study conducted by the Bankruptcy Court 
for the Central District of California, less than 1% of 
people filing bankruptcy without an attorney were able 
to obtain confirmation of their plan.   

Chapter 13 bankruptcy is very complex.  Even less-
experienced attorneys have difficulties at times.  If you 
are filing Chapter 13 bankruptcy you would do well to 
not only hire a bankruptcy attorney, but a bankruptcy 
attorney that has extensive experience with Chapter 13 
bankruptcy and is well-respected by the local Chapter 
13 bankruptcy trustees and judges. 
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WHAT IS THE DIFFERENCE BETWEEN CHAPTER 7 
AND CHAPTER 13 BANKRUPTCY? 

 

Chapter 7 bankruptcy is the most common type of 
bankruptcy.  It is what most people think of when they 
hear the word bankruptcy.  A Chapter 7 bankruptcy 
typically lasts about three and a half months.  A Chapter 
7 bankruptcy does not require any repayment of debts, 
but this bankruptcy can only be used by people whose 
income so low that they cannot afford to repay any of 
their general unsecured debt.  In a Chapter 7 bankruptcy 
there is also the possibility that some of your property 
will be liquidated to repay your unsecured creditors.  In 
that situation the bankruptcy trustee performs the 
liquidation of the assets and then disperses the sales 
proceeds on a pro rata basis to every creditor that has 
filed a proof of claim with the court. 

A Chapter 13 bankruptcy involves a plan of 
reorganization and usually involves the repayment of 
some percentage of the general unsecured debts.  The 
percentage amount that must be repaid usually 
depends on an analysis of your income and expenses—
your disposable income.  One way to think of a Chapter 
13 bankruptcy is that you will repay as much debt as you 
can afford to and then the remainder of the unsecured 
debt will be wiped out.   

In Chapter 13 bankruptcy certain debts must be repaid 
in full.  The debts that must be paid in full through your 
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Chapter 13 case include priority tax debt (i.e., tax debt 
that is too new to be wiped out), child and spousal 
support arrears, and secured loans where you want to 
keep the collateral securing the loan.   

The Chapter 13 bankruptcy discharge is broader in 
scope than a Chapter 7 bankruptcy discharge.  For 
example, debts stemming from a payment imposed in 
family law court that is not a domestic support 
obligation can be discharged in a Chapter 13 
bankruptcy.  If in your divorce proceeding the judge said 
you have to pay some of your ex spouse’s debts, then 
that judicially created, non-contractual obligation can 
likely be discharged in a Chapter 13 bankruptcy. 

Most people who qualify for a Chapter 7 bankruptcy 
choose to file under that chapter.  There are a few 
exceptions, however.  One exception would be where 
someone has been divorced and wants to discharge the 
non-domestic support obligations to the ex-spouse that 
were imposed in the family law proceedings.   

Another example where someone might choose to file 
Chapter 13, even though they qualify for Chapter 7, is if 
they want to reorganize their car loan, effectively 
refinancing their car loan to get a lower rate or a better 
a lower monthly payment and a lower interest rate.   

A Chapter 13 bankruptcy also allows a debtor to 
“cramdown” a car loan and only pay back the retail 
value of the car.  But this only works where the car loan 
is more than two and a half years old.   
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Chapter 13 might also be preferable to a Chapter 7 
where it is fairly certain that a Chapter 7 trustee will try 
to liquidate an asset you want to keep.  In those 
situations, you can file Chapter 13 as an alternative to 
liquidation—there is no liquidation in a Chapter 13 
bankruptcy—and pay for the value of the non-exempt 
asset over the course of the Chapter 13 plan. 

Another reason someone made choose to file Chapter 
13 instead of Chapter 7 is to repay priority tax debt over 
a 5-year period.  This is an especially effective tool 
where the IRS is threatening to garnish or seize assets. 
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WILL I LOSE MY PROPERTY IF I FILE 
BANKRUPTCY? 

 

The vast majority of my clients have no risk of losing any 
of their property.  About 25% of my clients file Chapter 
13 cases.  A Chapter 13 bankruptcy does not involve the 
forced liquidation of any property.  In fact, some people 
choose to file Chapter 13 as a way of avoiding the 
possibility of liquidation by the bankruptcy trustee.   

Chapter 7 cases involve the possibility of liquidation, but 
only if your assets are too valuable to protect.  California 
has very generous exemption statutes which result in 
the protection of all the assets of my clients in the vast 
majority of my cases.  Approximately one out of every 
twenty-five of my cases involves the liquidation of 
assets.  In most of those situations, the bankruptcy 
trustee generally does not want to go through the 
hassle, expense, and effort of actually liquidating an 
asset and will work out a payment plan where my clients 
“buy back” the non-exempt asset from the bankruptcy 
estate.  In these situations, the bankruptcy trustee will 
also generally work out a payment plan over six months 
to a year.   

As an example of a payment arrangement with the 
Chapter 7 bankruptcy trustee, a person filing bankruptcy 
is permitted to exempt equity in a vehicle of $5,350, 
plus any unused portion of the “wildcard” exemption 
under California Code of Civil Procedure Section 703, et 
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seq.  The wildcard exemption has a value of more than 
$28,000.  If one of my clients has used up all their 
wildcard exemption, has a car that is paid off and is 
worth $7,500, then there will be $2,150 in non-exempt 
equity.  In that situation the bankruptcy trustee will 
likely work out a payment plan so the bankruptcy estate 
and my client’s creditors receive payment of the $2,150 
in non-exempt equity. 

Bankruptcy exemptions vary from state to state.  For 
example, Tennessee has a very stingy system of 
exemptions.  Some of these exemptions include: 

Tennessee Exemptions: 

Protection of Equity in Your Home: $5,000 

Vehicle:    No Protection 

Bible:     Fully Protected 

Family Pictures:   Fully Protected 

Retirement Accounts:  Fully Protected 

Wildcard Exemption:   $10,000 

 

In contrast, California has very generous exemptions.  In 
California, a client, with the guidance of any 
experienced attorney, must choose between two 
exemption systems—those under CCP 703 and those 
under CCP 704.  Some of these exemptions are as 
follows: 



 25 

California 704 Exemptions (usually only used if there is 
equity in primary residence) 

Protection of Equity in Your Home: $100,000 for 
married couples and $175,000 if you are 65 or older 

Vehicle:    $3,050 

Jewelry, heirlooms:   $8,000 

Personal Injury Claims:  Fully Protected if the 
award is necessary for support 

Household Goods:   Fully Protected 

Retirement Accounts:  Fully Protected 

Wildcard Exemption:   None 

California 703 Exemptions 

Protection of Equity in Your Home: $26,800 

Vehicle:    $5,350 

Jewelry:    $1,600 

Household Goods:   Fully Protected (up 
to $675 per individual item) 

Retirement Accounts:  Fully Protected 

Wildcard Exemption:   $28,255 (depending 
on whether home equity is protected) 
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As you can see, California has some very generous 
exemptions, particularly with our wildcard exemption.  I 
can have a client with $25,000 cash in the bank and will 
be able to protect it using the wildcard exemption.  
Usually, the only situation where liquidation of assets 
becomes an issue is when clients have a lot of equity in 
their home and we have to use the 704 exemptions.  In 
those situations, we are limited in the amount of value 
in a car we can protect.  We are also unable to protect a 
tax refund that may be coming.  The trade off, though, is 
that we can protect up to $100,000 in equity in your 
residence or up to $175,000 in equity in your home if 
you or your spouse is 65 or older. 

The vast majority of my clients do not lose any of their 
property when they file bankruptcy.  And even when we 
have non-exempt assets, like a car, the bankruptcy 
trustees I work with are very reasonable in working out 
payment arrangements for my clients to keep the non-
exempt asset in question. 

 

Typical Assets Protected In Chapter 7 

The following are typical assets we fully protect in 
Chapter 7 case: 

• Car #1—after deducting the secured loan no 
equity, no need to exempt 



 27 

• Car #2—paid off with $7,500 equity—fully 
protected using $5,350 standard exemption and 
$2,150 of the wildcard exemption 

• Bank accounts with $3,000 in deposits—fully 
protected using wildcard exemption 

• $50,000 401k—fully protected using the 
retirement account exemption 

• $20,000 IRA—fully protected using the 
retirement account exemption 

• $2,500 worth of household furnishings and 
appliances—fully protected using household 
furnishings exemption 

• $500 worth of clothing—fully protected using 
clothing exemption 

• $1,500 worth of jewelry—fully protected using 
jewelry exemption 

• $100 cash on hand held outside bank—fully 
protected using wildcard exemption 

The above scenario is a very common one.  In this 
scenario, we still would have over $20,000 in unused 
wildcard exemption. 
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CAN BANKRUPTCY HELP SAVE MY HOUSE FROM 
FORECLOSURE? 

 

The short answer is yes.  A Chapter 13 bankruptcy can 
save your house from foreclosure.  Chapter 7, in 
contrast, only provides a temporary solution, as it will 
typically only postpone the foreclosure for three 
months.  After the Chapter 7 case is over, the bank can 
proceed with the foreclosure, unless it asks the judge 
permission to foreclose sooner. 

A Chapter 13 bankruptcy is a powerful tool that can be 
used to stop the foreclosure during the life of your 
bankruptcy, typically 5 years.  A Chapter 13 bankruptcy 
can also be used to fully catch up on the payment of 
mortgage arrears.  In other words, you can use Chapter 
13 bankruptcy to have your mortgage fully reinstated.  
You can come out of a Chapter 13 bankruptcy to get 
back in good standing on your mortgage.   

Imagine that—back to full good standing with your 
mortgage.  No arrears.  No demand letters.   No notices 
of default.  No threat of foreclosure.  No losing sleep for 
fear that you will lose your home.  No worrying where 
you will live.  Complete good standing with your 
mortgage company.  Oh, and by the way, all your other 
debt will be resolved in the Chapter 13 bankruptcy too.   
You can see why many people take advantage of 
Chapter 13 to help with their mortgage problems. 
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Sometimes people ask if a Chapter 13 can alter the 
contractual terms of their mortgage, like reducing the 
interest rate, modifying the principal balance, forgiving 
the arrears, etc.  Chapter 13 cannot do these things.  If 
you file Chapter 13, your choices are limited to 
surrendering the home or saving the home by curing the 
arrears and staying current on all post-filing mortgage 
payments.  Some bankruptcy courts, like those in the 
Eastern District of California, require the ongoing post-
petition mortgage payments to be made through the 
Chapter 13 plan.  Other bankruptcy courts, like those in 
the Northern District of California, permit the ongoing 
post-petition mortgage payments to be made directly by 
debtors outside of the Chapter 13 plan. 

Another tool available only in Chapter 13 that can be 
used with mortgages is the ability under Section 506 of 
the Bankruptcy Code to strip off junior liens that are 
wholly unsecured.  This situation arose often during the 
huge drop in home prices during the Great Recession.  
Where someone has more that one secured loan against 
their home, any junior lien that is wholly unsecured—
i.e., the home is worth less than any senior lien so that 
there is not even a penny worth of equity to cover the 
junior lien in question—can be treated as general 
unsecured debt.  For example, if someone has a $50,000 
home equity loan, a $300,000 senior mortgage, and 
home that is worth only $250,000, then Chapter 13 
bankruptcy permits that person to strip off the junior 
home equity loan.  The $50,000 home equity loan will 
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be lumped together with credit card debt and treated 
the same as all the general unsecured debt in the 
bankruptcy.  At the end of the Chapter 13 process, the 
holder of the home equity deed of trust is then 
supposed to file a release of lien with the county 
recorder.  If that does not happen, you may need to 
take additional action with the bankruptcy court to 
quiet title or otherwise clear up title. 

Another point to keep in mind when using a Chapter 13 
to address mortgage problems is that all post-filing 
housing related payments need to be kept current.  This 
includes property taxes, property insurance, and home 
owner’s association dues. 

 

The Disappearing $250,000 Second Mortgage 

Perhaps the most dramatic success I have seen with a 
Chapter 13 and a second mortgage was a case where we 
successfully stripped off a second mortgage in the 
approximate amount of $250,000.  This particular client 
had very good income.  His Chapter 13 plan was set up 
to pay back a very large portion of the general 
unsecured debt.  As it turns out, though, luck was on his 
side.  After we obtained the order from the court 
treating his second mortgage as general unsecured 
debt, Bank of America issued a letter as part of a global, 
multi-state settlement.  In their letter Bank of America 
completely forgave the balance owing on his second 
mortgage.  $250,000 worth of debt disappeared.  I 
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believe the only reason Bank of America chose his loan 
to forgive was because the bank saw that the court had 
already granted the motion to treat the second 
mortgage as unsecured.  I don’t expect this to happen 
again in my career, but it stands an example of the 
tremendous power of the bankruptcy process. 
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CAN I LOSE MY JOB IF I FILE FOR BANKRUPTCY? 
 

The bankruptcy statutes prevent an employer from 
taking any adverse employment action based on your 
filing for protection under the bankruptcy statutes.  
Section 525(b) of Title 11 of the United States Code 
states: 

“No private employer may terminate the employment 
of, or discriminate with respect to employment against, 
an individual who is or has been a debtor under this 
title, a debtor or bankrupt under the Bankruptcy Act, or 
an individual associated with such debtor or bankrupt, 
solely because such debtor or bankrupt – ” 

(1) is or has been a debtor under this title or a debtor or 
bankrupt under the Bankruptcy Act;” 

(2) has been insolvent before the commencement of a 
case under this title or during the case but before the 
grant or denial of a discharge; or” 

(3) has not paid a debt that is dischargeable in a case 
under this title or that was discharged under the 
Bankruptcy Act.” 

Section 525(b) makes it very clear that you should not 
lose your job as a result of filing bankruptcy.   

You might still worry that an employer or prospective 
employer will take adverse action.  What I often tell 
people in that situation is to imagine that two people 
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apply for the same job.  The only difference between 
them is that one filed for bankruptcy and has no debt 
and the other did not file for bankruptcy and has 
$25,000 in credit card debt.  If the employer is thinking 
logically, the employer would rightly conclude that the 
person with no debt will be more focused at work and 
be under less financial burden.  As you can see, 
bankruptcy should actually help your job performance 
by giving you a fresh financial start. 

 

Filing Bankruptcy Saved His Job 

I once had a client come to me who was behind on his 
mortgage and his home was on the verge of foreclosure.  
He was a manager at a financial institution and told me 
that if the bank foreclosed on his home, he would lose 
his job pursuant to established company policy.  We 
promptly filed a bankruptcy for him and were able to 
save his home from foreclosure.  As it turned out, filing 
bankruptcy also saved his job because his employer 
understood that the bankruptcy statutes prevented it 
from taking adverse employment action.  If my client 
had not filed for bankruptcy, he would have lost his 
home and his job. 



 34 

BANKRUPTCY AND CAR LOANS 
 

I often get asked what happens to car loans in 
bankruptcy.  Here is a rundown of some of the tools and 
approaches available in bankruptcy. 

Chapter 13 Bankruptcy Cram Down 

Chapter 13 bankruptcy allows us to cram down your car 
loan and convert the unsecured portion of the loan into 
general unsecured debt.  This can be huge.  For 
example, if you have a $20,000 loan on a vehicle that’s 
only worth $5,000, you can cram down the loan to the 
car’s true value ($5,000).  In that case, the $5,000 debt 
would be paid at a modest interest rate over the course 
of the Chapter 13 bankruptcy plan and the balance of 
the loan would be given the same treatment as your 
credit card debt. 

910 Day Rule 

You can only do a Chapter 13 bankruptcy cram down on 
your vehicle loan if the loan is old enough.  The car loan 
must have originated more than 910 days of filing 
bankruptcy.  If you got your car loan less than two and a 
half years before filing bankruptcy, you won’t be 
allowed to cram down the car loan in Chapter 13 
bankruptcy. 
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Surrender 

If you don’t want to keep paying on the car—because it 
is a piece of junk or is just too expensive—you can 
surrender the car with no strings attached.  You can 
surrender the car to the lender through a Chapter 13 or 
a Chapter 7 bankruptcy.  And yes, that means you will 
have to give the car back to the lender.  Once you 
surrender the car to the lender, you will no longer be on 
the hook for insurance, registration, or making 
payments to the lender.  Be sure to keep it insured and 
registered up until the lender takes the car. 

Redemption 

In Chapter 7 bankruptcy you have the option of 
“redemption.”  Redemption allows you to pay the 
lender the fair market value of the car and to discharge 
the loan balance.  The difficulty with this option, though, 
is that you will need to find a new lender to give you a 
loan to make the redemption payment to the prior 
lender.  And the new loan will often be at a high interest 
rate. 

Reaffirmation 

Reaffirmation is another option for Chapter 7 
bankruptcy filers, but it’s risky.  When you reaffirm a 
debt you are legally bound to pay the debt after 
bankruptcy.  It will be as though you never filed 
bankruptcy on that loan.  That means you are still on the 
hook to the lender if your car ever breaks down, you are 
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in an accident where insurance doesn’t cover all the 
damage, or you lose a job or otherwise lose the ability 
to make car payments.  In these situations, if you have 
reaffirmed the car loan the lender can sue you even 
after repossessing the car. 

Retain and Pay 

The option most preferred by my Chapter 7 clients is to 
keep the car and continue making payments to the 
lender.  Most car lenders simply want to continue taking 
your car payment.  That is how they make money.  They 
do not want to be in the car repossession business.  
Repossession is how they lose money.  That is why even 
without a reaffirmation agreement car lenders almost 
universally continue to accept your car payments 
without repossessing your car.  For clients who choose 
this option, I recommend that they call their car lender 
and personally inform them of their intent to continue 
making payments. 
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SHOULD I TRY DEBT CONSOLIDATION INSTEAD 
OF BANKRUPTCY? 

 

Many people ask me whether they should try debt 
consolidation or file bankruptcy.  The answer to that 
question, as with most legal questions, is: it depends. 

Debt consolidation refers to taking a loan (secured or 
unsecured) from a new creditor and using the loan 
proceeds to pay off other debt.  In this manner, 
someone who uses debt consolidation “consolidates” 
his or her debt into one loan.  If the terms of the new 
loan are better than the terms of the old loans, then 
debt consolidation will be better than the prior 
situation.  For example, if the interest rate is lower or 
the repayment term is longer, then the total monthly 
amount paid under consolidation could be much lower 
than the monthly payment with the several creditors.  
Debt consolidation may also preserve your access to 
credit and enable you to borrow from additional 
sources.   

However, debt consolidation likely will not address your 
root problem—you have insufficient income to pay your 
debts.  Similarly, most people who are struggling to 
make their current debt payments should not use debt 
consolidation as a tool to take on more debt.  Taking on 
more debt is not a viable solution to the problem of 
having too much debt.  (I wish politicians would 
understand this basic concept.) 
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Proponents of debt consolidation point to the simplicity 
of the arrangement—having one payment instead of 
many.  However, debt consolidation may actually end 
up costing more money over the long run.  Often times 
the consolidation loan reduces your monthly payment 
by extending the payback term.  So while you are paying 
a lower monthly amount, overall you are paying back 
more money because you are paying for a longer period 
of time.   

Debt consolidation is also likely not a long-term solution 
to the problem.  In fact, dozens of people have 
contacted me several months after they have tried debt 
consolidation saying they wish they would have filed 
bankruptcy a long time ago instead of trying debt 
consolidation.  These people ended up filing bankruptcy 
anyway and could have saved a lot of time and money 
by filing bankruptcy at the outset. 

Whenever I am asked about debt consolidation versus 
bankruptcy I encourage my clients to make an honest 
evaluation of whether they can handle paying off the 
debt, either through consolidation or otherwise, in a 
reasonable amount of time.  If they can pay off the debt 
in a reasonable time frame, then bankruptcy is not the 
right option for them.  If they won’t be able to pay off 
the debt, then it makes greater financial sense to file the 
bankruptcy.   
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SHOULD I TRY DEBT SETTLEMENT INSTEAD OF 
BANKRUPTCY? 

 

In addition to debt consolidation, many people 
experiencing financial hardship try to resolve their 
problems using debt settlement.  In debt settlement, a 
debtor, or someone hired by the debtor, attempts to 
negotiate a reduced payment on each debt, one by one.  
In the right situation this can be an effective tool to 
resolving your debt.  Usually, that situation involves 
having access to a large sum of money that can be used 
to pay a creditor one big payment to settle the debt at a 
discount.  As a general rule, the more money you can 
pay in one payment, the greater discount the creditor 
will give you.   

Several problems can arise in debt settlement, however.  
To begin with, most people in financial trouble don’t 
have access to a large sum of money.  This alone stops 
most people from succeeding with debt settlement.   

You might wonder why your creditors won’t agree to 
take smaller payments over a prolonged period?  
Something is better than nothing, right?  To answer this 
question, you have to put yourself in your creditor’s 
mindset.  From your creditor’s point of view, why should 
it agree to accept less than you owe if you are going to 
make payments bit by bit, drop by drop.  The creditor 
can always obtain a judgment against you, and if you are 
employed, garnish up to 25% of your wages.  The 
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judgment creditor can also seek to levy your bank 
account once it obtains a judgment.  And once it gets a 
judgment against you, it can continue renewing the 
judgment until it is fully satisfied or you die. 

Another problem with debt settlement arises when 
people hire debt settlement companies that have 
unscrupulous practices.  These practices were described 
in a New York Times article “Peddling Relief, Firms Put 
Debtors in Deeper Hole.”  According to the New York 
Times, debt settlement companies typically direct their 
clients to skip their payments to creditors and instead 
make payments to build a stock-pile of cash with which 
to settle the debts.   

Andrew G.  Pizor, a staff lawyer at the National 
Consumer Law Center, said, “What they don’t tell their 
customers is when you stop sending the money, 
creditors get angry.  Collection agents call.  Sometimes 
they sue.  People think they’re settling their problems 
and getting some relief, and lo and behold they get 
slammed with a lawsuit.”  The debt settlement 
industry’s own data show that customers who try debt 
settlement typically fail to succeed.   

“The industry is designed almost as a Ponzi scheme,” 
said Scott Johnson, chief executive of US Debt Resolve.  
He continues, “Consumers come into these programs 
and pay thousands of dollars and then nothing happens.  
What they constantly have to have is more consumers 
coming into the program to come up with the money for 
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more marketing.”  Adding to this disturbing news, 
Gregory D.  Kutz, managing director of forensic audits 
and special investigations at the United State 
Government Accountability Office, testified before the 
Senate Commerce Committee about the results of 
undercover investigations conducted by his office.  “The 
vast majority of [debt settlement] companies provided 
fraudulent and deceptive information.”  The New York 
Times article summed up as follows: “State attorneys 
general from New York to California and consumer 
watchdogs like the Better Business Bureau say the 
industry’s proceeds come at the direct expense of 
financially troubled Americans who are being fleeced of 
their last dollars with dubious promises.  Consumers 
rarely emerge from debt settlement programs with their 
credit card balances eliminated, these critics say, and 
many wind up worse off, with severely damaged credit, 
ceaseless threats from collection agents and lawsuits 
from creditors.” 

All that said, debt settlement can work wonderfully in 
the right situation.  In fact, I have helped a handful of 
clients settle their debts.  I always suggest they do so 
themselves, though, so they don’t have to pay my fees.  
It is only after they insist I help them that I have agreed 
to do so.  It is a rare case where debt settlement will 
work.  It is typically a situation where a client had been 
planning to file bankruptcy and came into some money, 
usually by an inheritance. 
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On the other hand, there have been far more people 
who have come back to me a year or more after trying 
debt settlement as a way of trying to avoid bankruptcy.  
These people have universally regretted doing debt 
settlement because it did not work out and they ended 
up filing bankruptcy anyway.  They have also wasted a 
year or more of time and thousands of dollars in a failed 
debt settlement program. 
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WHAT IS THE MEETING OF CREDITORS? 
 

When people come into my office to file bankruptcy, 
most are relieved to learn they can get rid of debt 
they’ve been carrying around for years.  Many people 
are nervous, though, about the mandatory meeting of 
creditors (also known as a 341 meeting).  A lot of that 
nervousness comes from not understanding the 
bankruptcy process or how a meeting of creditors 
works.  So let’s take a closer look what you can expect at 
your meeting of creditors. 

I Will Be There With You 

The first point to understand is that you’re not alone.  I, 
or another attorney in my place, will attend the meeting 
with you.  Once my clients understand this, they almost 
immediately feel a sense of relief.  It is also important to 
understand that the bankruptcy trustees, who preside 
at the meetings, are just there to do their job, not make 
your life harder.  I know all of these trustees, having 
worked with them for many years.  They’re not out to 
trick you.  They’re just there to do their job. 

Location 

The meeting of creditors is required for anyone filing 
Chapter 7 or Chapter 13 bankruptcy.  It typically takes 
place at a conference room in a federal building.  The 
Eastern District Bankruptcy Court has trustee meetings 
in Sacramento, Modesto, Fresno, Redding, and 
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Bakersfield.  The Northern District Bankruptcy Court has 
trustee meetings in Oakland, San Jose, San Francisco, 
Salinas, Santa Rose, and Monterrey.  While the meetings 
are open to the public, typically only the bankruptcy 
trustee and other debtors and their attorneys waiting to 
have their case heard will be in attendance.  In rare 
instances creditors will be present at the meeting. 

Purpose 

Why are you required to attend a meeting of creditors? 
In a nutshell, the bankruptcy trustees want to ensure 
that you’ve been accurate and truthful in your 
bankruptcy petition.  Chapter 7 trustees want to 
determine if you have any property that can be 
liquidated to pay off creditors.  Chapter 13 trustees use 
this meeting to ask questions about your proposed plan, 
your debts, your ability to satisfy the terms of your plan, 
and to make sure your plan is confirmable. 

Timing 

The meeting of creditors will take place at least 21 days 
but no more than 40 days after you file bankruptcy.  The 
meeting typically lasts no more than 5 minutes, 
although you may be sitting for 30 minutes or so waiting 
for your case to be called. 

What To Bring 

Typically, the only things you’ll need to bring are your 
driver’s license and your social security card.   However, 
the bankruptcy trustees require some or all of the 
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following documents to be provided at least a week in 
advance of the meeting: 

tax returns 
mortgage documents 
bank statements 
paystubs 

If my office does not already have these items, we will 
get in touch with you to obtain them.  Then we will 
provide them to the trustee so they can be reviewed in 
plenty of time prior to the meeting. 

Typical Chapter 7 Questions 

Before the meeting of creditors, the Chapter 7 
bankruptcy trustee will review your bankruptcy petition.  
If there is any confusion or missing information the 
trustee will discuss them with you at the meeting of 
creditors.  Typical Chapter 7 bankruptcy trustee 
questions may include: 

Did you review the bankruptcy petition, schedules, and 
documents before they were filed with the court? 

Was all the information true and correct when you 
reviewed it? 

Did you sign the various bankruptcy papers before they 
were filed with the court? 

Are there any changes or corrections you need to make 
to the paperwork? 
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Have there been any changes in your finances since you 
filed your bankruptcy? 

Have you filed for bankruptcy before? 

Did you list all your creditors on your bankruptcy 
petition? 

Have you disclosed all of your assets and income? 

Have you sold or transferred property in the past two 
years? 

How did you determine the value of your assets? 

If there is a question you don’t understand or can’t 
answer, don’t worry.  I’ll be right by your side to help 
clarify the question and help the trustee obtain the 
information requested.  It is important not guess about 
things or give inaccurate answers. 

Typical Chapter 13 Questions 

A Chapter 13 trustee meeting is quite different than a 
Chapter 7 trustee meeting.  A Chapter 7 trustee makes a 
commission on assets he or she is able to liquidate, so 
the trustee will focus a lot more on your assets.  There is 
no liquidation in a Chapter 13 case, so the Chapter 13 
trustee is not as focused on assets.  Instead, the Chapter 
13 trustee focuses a lot on your income and your 
expenses in order to make sure you are paying 
everything that you are required to pay to your 
creditors.  So the trustee will ask about your income and 
your expenses.  The Chapter 13 trustee also wants to 
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make sure you can afford the plan payment we have 
proposed and will ask you so.  The Chapter 13 trustee 
will make sure that each creditor is given appropriate 
treatment in your plan.  The Chapter 13 trustee will also 
ask if you have filed your taxes for each of the past 4 
years if you were required to do so.   

The Chapter 13 trustee pays very close attention to all 
aspects of the bankruptcy petition, schedules, and 
statement of financial affairs.  In comparison to a 
Chapter 7 case, a Chapter 13 case receives far greater 
scrutiny.  That is one of the reasons it is so difficult to 
succeed in a Chapter 13 case without an experienced 
Chapter 13 attorney.  But not to worry.  If you have 
difficulty answering the trustee’s questions, I will be 
right by your side to help. 

Creditors 

Typically, most creditors do not attend the meeting of 
creditors unless they have questions or concerns about 
your bankruptcy petition, assets or income.  Creditors 
may also attend this meeting if you’re surrendering 
property in bankruptcy such as a car or house. 
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DO I HAVE TO BE DELINQUENT ON MY DEBTS TO 
FILE BANKRUPTCY? 

 

No, you do not have to be delinquent on your debts to 
qualify for bankruptcy.   

The qualifications for filing bankruptcy are fairly straight 
forward.  First of all, the bankruptcy must be filed in 
good faith.  This issue does not come into play very 
often, particularly in my practice.  Almost all of the 
people I consult with are good, honest people who are 
simply struggling with their debt, due to sickness, job 
loss, under-employment, divorce or other family 
problems, or genuine struggles with budgeting.  The 
rare instances the good faith requirement might be 
tested usually involve several bankruptcy filings close 
together, lying during the bankruptcy process, 
concealing assets, or taking out debt without the intent 
to repay it.   

The vast majority of people I consult with have nothing 
to worry about.  I believe I am a very good judge of 
character.  If I have any reservations about representing 
a particular person, I show them the door.  That’s one of 
the benefits of owning my own firm.  I won’t file 
bankruptcy for someone who I don’t believe is trying to 
file bankruptcy in good faith. 

Another basic qualification for a Chapter 7 bankruptcy is 
that your income be low enough that you cannot 
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reasonably afford to repay any portion of your general 
unsecured debt.  As you can imagine, there are specific 
tests to measure your income and the reasonableness 
of your expenses.  But the general principal is that you 
can qualify for a Chapter 7 bankruptcy if you don’t have 
any disposable income. 

To be eligible for a Chapter 13 bankruptcy, you need to 
have regular income and have secured and unsecured 
debts below Congressionally established thresholds.   
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WILL BANKRUPTCY STOP LAWSUITS AND 
GARNISHMENTS? 

 

Many people who approach me about bankruptcy are 
under immediate threat of having their wages 
garnished.  Others are already in the process of having 
their wages garnished.  Some people have lawsuits that 
were recently filed against them or legitimate threats 
that a lawsuit is just around the corner.  This is usually a 
very stressful situation.  It can be absolutely paralyzing. 

Fortunately, bankruptcy can provide some much needed 
relief.  When you file for bankruptcy, the “automatic 
stay” immediately comes into force.  The automatic stay 
is an injunction issued by a federal bankruptcy judge.  It 
makes it illegal for creditors to take any action to collect 
on your debts.  That means creditors can no longer call 
you, sue you, garnish wages, foreclose on your home, or 
repossess your car.  It also means that any lawsuits filed 
against you must come to an immediate stop.  The 
automatic stay is a protection provided by the federal 
bankruptcy statutes and is designed to give consumers 
breathing room while they straighten out their finances.   

The automatic stay applies in both Chapter 7 and 
Chapter 13 bankruptcy filings. 
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WHAT DEBTS WILL BANKRUPTCY GET RID OF? 
 

Generally speaking, the types of debts that are 
dischargeable include credit cards, personal loans, 
medical debt, judgments, payday loans, loans from 
family and friends, and debts for mistaken overpayment 
of government benefits.   

The type of debts that are generally not discharged in 
bankruptcy include alimony, child support, student 
loans, most taxes, debts incurred by fraud, debts 
incurred from embezzlement, debts incurred without 
the intent to repay them, damages resulting from drunk 
driving, and penalties and fines imposed by a court for 
breaking the law. 
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WILL BANKRUPTCY RUIN MY CREDIT? 
 

Most people who file bankruptcy experience a drop in 
credit score of up to 200 points.  However, most people 
who are coming to see me about bankruptcy already 
have severely impacted credit.  Most people are 
surprised to learn that filing bankruptcy is probably the 
quickest way to improve their credit.  In fact, after filing 
bankruptcy most clients experience a relatively rapid 
climb in credit score.  By about 2 to 3 years after filing 
bankruptcy, the bankruptcy usually no longer impacts 
people’s credit score, even though the bankruptcy will 
continue to show up on their credit report for 7 years 
(Chapter 13) or 10 years (Chapter 7). 

Many mortgage brokers I speak to have said that once 
two years have passed since a person filed a Chapter 7 
bankruptcy the bankruptcy no longer stands as an 
obstacle to their obtaining an FHA mortgage.  Of course, 
the loan underwriters will still look at debt to income 
ratio, credit score, an appraisal, and every other regular 
aspect of their underwriting approval process. 
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REAL-LIFE BANKRUPTCY EXPERIENCES 
 

In meeting with potential new bankruptcy clients I 
almost universally sense their anxiety and apprehension 
about taking a very big step into the unknown world of 
bankruptcy.  As I have attempted to do with this book, I 
do my very best to take the time to thoroughly and 
accurately answer people’s sincere questions about the 
bankruptcy process.  Often times I will also share what 
some of my clients have said about their first-hand 
experience in filing bankruptcy and the relief they feel 
knowing their debts have been discharged.  I share 
some of those experiences here in hopes that you will 
feel reassured that bankruptcy can actually work very 
well for the right people. 

 

Incredible, Friendly, Supportive 

The people at your office were just incredible, friendly, 
supportive, concerned.  A definite A+.  And I work in the 
Customer Service Field, and am not easily impressed!  
The knowledge was very good as far as I could tell.  You 
were very professional, but also treated me as a friend.  
Any questions I had were answered within the same 
day, sometimes the same hour, with having lots of cases 
because of your outstanding service, that was 
outstanding.  When my husband and I walked into your 
office, I was very comfortable with you.  You knew what 
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to do, treated us well, and took extra time to make sure 
we went over everything.  We had previously gone to 
another bankruptcy lawyer for a consultation and were 
treated like dirt, rolled there eyes every time we said 
anything and wanted three times the amount of money 
Seth wanted, I left with tears and feeling about an inch 
high, it was terrible, so when we walked into Seth’s 
office, I was pretty irritated and uncomfortable to start.  
The assistants in the office and Seth turned that all 
around, when we left I felt like a weight had been lifted 
of my shoulders and could breath a little, it was a life 
saver for me and my husband.  I have referred five 
people to them, I was also referred to them by a friend, 
if you’re thinking about bankruptcy, these are the 
people to work with, the women in the office are just 
awesome, I actually miss talking to them, and that’s a 
first for me! 

– Christine 

 

Very Impressed 

I was very impressed with your knowledge of the law 
and your patience in answering all the layman’s 
questions I had for you.  I liked that I could email to you 
at any time what was needed, and that you were able to 
answer my questions quickly and concisely via email.  I 
was very pleased with the way I was treated in the 
office, at court, and via email.  Your office was very 
professional and compassionate.  Your response to me 
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was better than I expected, and again, I was pleased 
with the ease of obtaining answers to my questions 
throughout the process.  I would (and already have) told 
friends that this is the office to do business with in the 
area of bankruptcy.  I was, and am satisfied with your 
representation.  Thank you all again for your help and 
understanding.  This was a very painful choice for me to 
make, and once the choice was made, you and your 
staff made it much more bearable.  I especially 
appreciated that no one that I dealt with in your office 
was judgmental in any way towards me or my situation.  
I hope the New Year treats you all very well. 

– Joan 

 

Over the Top 

Everything about your services was over the top and a 
10+.  I was so very impressed with your professionalism; 
knowledge and how very comfortable you made me 
feel.  You made the entire process, including the 
meeting with the trustee, so less stressful.  Thank you 
for always being there for me – answering my never-
ending questions, and always communicating in a timely 
manner.  I never felt like I was just a number or client.  
Your kindness did not go unnoticed.  I have already 
shared the name of your firm with others.  All positive! I 
have seen what others have gone through with filing 
bankruptcy.  My process was much more pleasant.  
Thank you. 
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– Anonymous 

 

Kind, Understanding, Knowledgeable 

The best part of the service Hanson Law offices was how 
simple you all made the process! Everyone I dealt with 
was kind, understanding and knowledgeable.  I must 
have called with a million questions, and each one was 
patiently answered.  If the person did not know the 
answer to my question, they always found out and 
returned my calls exactly when they said they would.  I 
appreciated that, I get nervous about things I do not 
know about, and everyone who helped me, put my 
mind at ease.  My impression of your knowledge of the 
law and the bankruptcy process was that you all knew 
what you were doing.  And when you did not know the 
answer, you gave the appropriate response – that you 
would find out! I appreciate the honesty! Everyone 
treated me fairly, and with kindness and respect during 
this challenging time in my life.  Again thank you! If a 
friend asked my impression of this law firm, I would let 
them know how friendly, respectful, and 
accommodating you all were. 

– Rose 

 

Such a Pleasure 

Working with Seth and his staff was such a pleasure, 
even though the subject matter was difficult.  They were 
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very professional on all levels.  Calls were returned 
immediately.  They were extremely prepared, which 
made the whole process easier for everyone.  I would 
recommend them to anyone looking for an attorney. 

– Sue 

 

Could Not Have Been More Pleased 

I could not have been more pleased with how Seth 
handled our case for us.  During a very strenuous time 
Seth made the process easy to deal with and was on top 
of our case from beginning to end.  This was very 
apparent when we met with the Trustee and saw how 
unprepared many other individuals’ attorneys were. 

– Anonymous 

 

Very Kind 

That Seth is wonderful, very kind, and made me feel like 
I wasn’t alone in the process, calmed me at the court 
just by being there.  I felt very comfortable and trusted 
everything that was said to me.  I appreciated 
everyone’s quick responses to phone calls or emails.  
When I called someone always spoke directly to me 
didn’t make me leave messages. 

– Wendy 
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I Would Highly Recommend 

I would highly recommend Seth Hanson and his staff!  
My case was handled professionally and most of the 
details were taken care of without office visits.  This is 
incredibly valuable to me as my time is not replaceable 
and still every portion of the matter was handled quickly 
and, again, professionally. 

If I have a future need for an attorney this will be the 
first office I call without question.  I have already 
recommended his services to others and I do not 
recommend to friends without complete confidence 
that they will be handled as well as I was. 

– James 

 

Everyone Was Courteous 

Everyone was courteous and very kind to us.  We felt 
very good in working with your office team.  We were 
very impressed by everyone’s knowledge and also that 
we were given professional guidance though this 
process.  Everyone was wonderful.  Having such a 
friendly and professional office to work with made this 
process less strenuous.  Whenever we had questions 
they were answered promptly and efficiently.  We 
would highly recommend your offices.  This is a process 
that makes anyone uneasy and your offices made us feel 
“human” from beginning to end. 

– Anonymous 
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A Pleasure 

Thank you so much!  It has been a pleasure working 
with all of you.  I am very grateful for your knowledge 
and excellent customer service!!!!  A very special thank 
you to you, Amie, and Seth! 

I have recommended your services for various things to 
three of my close friends.  I will ask if they have followed 
up and called for a consultation, but I recommended 
you all nonetheless.  If I have any other legal issues, I 
will certainly call you first!  Thank you again! 

– Matthew 

 

Very Professional 

Everyone was very professional and efficient.  Seth, and 
everyone that I had contact with were very 
knowledgeable.  I was very pleased with how we were 
treated by his staff.  My questions were always 
answered promptly.  I was very pleased with the service 
I received and would not hesitate to refer someone to 
your firm. 

– Anonymous 
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Fast, Friendly Service 

I liked that your fast, friendly service.  You were all 
knowledgeable in the area of bankruptcy.  Your 
treatment of me as a client was spectacular!  You were 
great at promptly responding to my questions and 
concerns.  I loved that you provided courteous and quick 
responses to all my questions. 

– Donna 

 

Thank You 

First of all we want to say Thank You to all of you for 
getting us through this difficult process.  What we liked 
best about your services was that everything was fully 
explained to us, every step of the way.  We had 
complete confidence in your knowledge of the law and 
the bankruptcy process.  We were always greeted 
promptly and warmly by everyone we came in contact 
within the office and on the phone.  All our questions or 
concerns were answered within the day we called or 
emailed.  We would tell others that this office is filled 
with highly skilled professionals who made a very 
difficult process very easy. 
Thank you again. 

– Anonymous 
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Very Professional and Caring 

We would like to thank all of you who helped us at Mr. 
Hanson’s firm.  Each person we came in to contact with 
made us feel comfortable and really took the time to 
explain everything to us.  This was very helpful and 
appreciated since we went through the process feeling 
confident in our decision and felt supported during such 
a difficult time.  All staff who we were in contact with 
clearly knew the process well and if he/she had any 
doubt, he/she sought advice from Mr.  Hanson on our 
behalf and promptly provided a response to us.  We 
found all staff to be very professional and caring.  This 
helped us feel comfortable and confident in the firm’s 
ability to handle our case.  All responses were very 
timely, thorough and understandable.  We would tell 
others to contact this firm if they were in a similar 
financial position as us.  We found each staff member to 
be knowledgeable, professional and very caring.  These 
attributes made a complex process in our eyes to be 
very simple.  We greatly appreciate all the support we 
received and have a lot of confidence in the services the 
firm provided. 

– Nichol 

 

Everything Was Person to Person 

I liked that everything was person to person.  My 
impression about your knowledge of the law and the 



 62 

bankruptcy was that you guys new what you were 
doing.  The treatment from you was excellent! You guys 
were great in every way and answered all my questions.  
I have already recommended you guys to others for 
your service. 

– Reginald 

 

It was a Pleasure 

It has been a difficult time for us.  Please let Seth know I 
appreciate all of his help, as well as everyone in your 
office.  It was a pleasure working with him. 

– Hilda 

 

More Than What I Expected 

I found the firm’s representation to be more than what I 
expected.  I was always kept in the loop, all my 
questions were answered (whether or not I asked more 
than once the same question), and I felt completely 
supported by the firm staff when going through this (at 
times) scary ordeal.  Thank you again. 

– Joanna 
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Smooth Process 

I appreciate all of your hard work and making it a 
smooth process.  I liked that all of my phone calls were 
returned the same day.  Your staff is very 
knowledgeable, prompt, and helpful.  I was treated 
respectfully.  I would refer the firm to a friend because 
all your questions will be answered. 

– Joni 

 

Very Friendly, Caring 

I liked that you had very friendly, caring staff.  You were 
all very knowledgeable.  Your treatment towards me 
was excellent and you quickly responded to all my 
concerns.  If a friend asked of your overall impression, I 
would say that we were very impressed and we would 
recommend you to them. 

– Danielle 

 

Very Understanding and Patient 

I always got a prompt response.  The friendly staff was 
always willing to answer my questions or assist me with 
my concerns.  Everyone was very knowledgeable.  The 
office staff were all very friendly and they were very 
nice when I called and asked questions.  It helped that 
they were very understanding and patient.  I would 
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recommend your firm and even tell others about the 
friendly experience we received from you. 

You were very open and answered all of my questions.  
Never (made me feel like I was asking) a dumb question.  
I was comfortable with your knowledge of the law.  I 
never felt a need to question it.  It was hard for me to 
make this decision to move forward in my life.  Everyone 
was friendly to me and respectful.  Non-judgmental.  
Every question I asked was answered promptly and 
appropriately.  I would recommend you. 

– Anonymous 

 

Most Professional and Prompt 

The people that work for the firm are the most 
professional and prompt to all questions or documents.  
I had the pleasure to work with Amie at the beginning of 
the process and she is the most responsive person I ever 
worked with.  Then, Kristin made sure to keep us 
informed of the court dates and documents on the day 
of the meeting.  We met Seth at my house.  His 
confidence and knowledge is superb.  He was punctual 
and very professional.  After my wife lost her job and 
the debts were overwhelming, we were in desperation 
for help and answers.  Seth, with his confidence and 
professionalism, made us feel relief and hopeful of our 
future.  He was very detailed on all the answers and 
options.  He was the best medicine to our worries and 
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depression.  Thanks Seth!  In terms of friendly, respect 
and professional manner: The whole staff deserves a 
100+.  This is the best firm on Responsiveness and 
Promptness.  We will most definitely refer you to our 
friends and family.  Your services are excellent! 

– Luis 

 

Very Knowledgeable, Helpful, Respectful 

Both my husband and I felt that everyone in your office 
was very knowledgeable, helpful, respectful and 
professional.  We both appreciated not being judged.  
We have never gone through anything like this before – 
we’ve always paid our bills.  So, to take this step and not 
feel like second-class citizens was very nice.  I would 
recommend your office to anyone that needed these 
types of services.  Again, thank you for all of your help.  
Please pass on our appreciation to Seth also. 

– Kay 
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A NEW BEGINNING 
 

Based on my experience with well over a thousand 
people who have filed bankruptcy, I can truly say that 
bankruptcy does not have to be the end of your 
financial story.  It can be a new beginning.   

Filing bankruptcy is a painful, pride-swallowing process.  
But many times our painful experiences are when we 
learn and grow the most.  Bankruptcy is a wonderful 
time to adopt any financial changes that are necessary 
for you to enjoy permanent financial well-being. 

I often tell my clients when I am done representing 
them that “I hope I never see you again, professionally 
that is.”  My wish for you and for each of my clients is 
that you will use the bankruptcy process as a stepping 
stone for a better financial future.  Don’t file bankruptcy 
and then fall back into any bad financial habits that led 
you to file bankruptcy in the first place.  Use your 
bankruptcy as a transformative event.  Use it as an 
opportunity to start to think differently about debt and 
money.  Be in charge of your money and make it do 
what you tell it to do. 

After your bankruptcy is over you have a wonderful 
opportunity not available to the majority of 
Americans—you will be free of all your unsecured debt.  
Please don’t squander that opportunity.  With financial 
discipline and the wisdom that can only come from a life 
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of hard knocks, your bankruptcy can truly be a new 
beginning for you and your loved ones. 
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I’m Seth Hanson and I’ve 
made my fair share of 
financial mistakes—like 
when I bought a 
watermelon in the 
middle of winter.  I was 
too embarrassed to 
return it to the shelf so I 
went ahead and paid the 
exorbitant price just so 
complete strangers 
standing behind me in 
line wouldn’t think less 
of me.  I know, pretty 

stupid.  I could relate many more examples, but will spare you the 
agony.  

On the flip side, I am proud of much I have done in life.  The greatest 
decision I ever made was to marry the love of my life in 1997.  Since 
then, my wife and I have brought four wonderful children into this 
world.  My wife and I have done our best to teach them the value of 
faith, hard work, honesty, education, and service to others.  We 
certainly can’t take credit for their accomplishments, but we’re so 
happy they are great kids. 

On the professional side of things, I have been practicing law since 
2001 and opened my own law practice in 2006.  Since then, I have 
counseled with many thousands of people about their finances and 
have helped more than a thousand people file for bankruptcy.  At this 
point in my career, bankruptcy is all that I do, and I love it.  I love 
helping people transform their finances and get a new start on life. 

In my spare time, I enjoy working with my hands doing projects 
around the house and in the yard.  We have a house that was built in 
1920 and we live on 20 acres.  So there is a never-ending supply of 
projects to work on.  I also enjoy nature and love camping, 
backpacking, and hiking. 
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