Bankruptcy Myths

Bankruptcy is a widely misunderstood, but important issue today.  In its simplest form, bankruptcy for the individual, or married couple, is a process by which people shed debts they are no longer able to pay.  They then enjoy a rare opportunity to start their financial lives over.  Limitations on who may file, what they may keep after the bankruptcy, and what types of debt may be set aside, are issues about which the collection industry seems to have deliberately misled the public.  

Myth:  Nobody can qualify now.

Reality:  Qualifying for Chapter 7, (the outright removal of all unsecured debt – usually credit cards), is income-based, but also subject to consideration of special expenses.  Most people who seek Chapter 7 relief, do qualify.  Those who do not qualify for Chapter 7 may still seek relief under a long term repayment plan through Chapter 13 of the Bankruptcy Code.

Myth:  You will lose your home.

Reality:  If you can make your mortgage payments (usually easier after credit card debt is eliminated) you can keep your home, if you wish to do so.

Myth:  You will lose your car.

Reality: You may keep $1,000.00 worth of equity in a vehicle, per debtor.  If you owe more than the vehicle is worth, and can still make the payments, or if you lease a vehicle, or if you are willing to “buy back” the excess value in your car, you may keep it, again if you wish to do so.

Myth:  You will not be able to vote.

Reality:  This is an absurd myth that has NO basis in reality.

Myth:  You will never have good credit again.

Reality:  You can have good credit again, even perfect credit, in 2 years or less, from the filing date of the bankruptcy.

Myth:  People who file bankruptcy are deadbeats.

Reality: People who skip out on debts are deadbeats. People who file bankruptcy are most often people overwhelmed by circumstances beyond their control, yet who care about their financial future.

Myth:  Bankruptcy is embarrassing, humiliating and stressful.

Reality:  Bankruptcy is legal, and nothing about the process is intended to embarrass or humiliate the debtors.  The assistance of a qualified bankruptcy attorney can eliminate as much of the stress as you are willing to relinquish.
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