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Are you planning on filing for bankruptcy?  Before you do, there are certain things you 
should know.   
 
There are many different types of bankruptcy, called different "chapters." Most people 
file either Chapter 13 or Chapter 7. Those who file Chapter 13 agree to a court ordered 
repayment plan.  In return they get relief from creditor’s collection attempts and, as long 
as they comply with the repayment plan, get to keep most of their property.  Under 
Chapter 7 Bankruptcy, in return for eliminating your debts, you agree to turn over your 
non-exempt property.  This property is sold, and the proceeds of sale are used to pay 
off creditors as much as possible. After the proceeds of sale are exhausted, any debts 
still remaining are discharged. 
 
In a Chapter 7 Bankruptcy a person is guaranteed to retain certain “exempt” property.  
The exemption is intended to ensure the person has the means to assure his or her 
family's future is protected.  This property generally includes things such as their house, 
tools of trade, and car.  There are, however, limits placed on the amount of property that 
is exempt.   

Bankruptcy protection does not apply to debts that are subject to a security interest.  
Such property must be returned, paid off, or you must agree to continue making regular 
payments.  Most unsecured debts, such as most credit card bills, medical bills, and 
personal loans will be discharged.  Some unsecured debts, however, are not 
discharged by bankruptcy, which means that you will still owe them even after 
you receive your discharge.  These include; taxes, spousal and child support, 
debts from a prior bankruptcy, student loans, and criminal fines and penalties  

According to some experts, you shouldn’t file for bankruptcy, unless you have at least 
$15,000 to $20,000 in debt.  You have the option of filing with less debt, but it may be 
more difficult to persuade the court that a discharge is warranted.  Before filing for 
bankruptcy you should carefully consider the consequences of bankruptcy and any 
alternatives that are available.   

A Chapter 7 bankruptcy stays on your credit record for ten years and you may always 
have to acknowledge it on personal financial statements.  The impact bankruptcy would 
have on your credit rating depends largely on what your credit rating looks like now.  If 
you are already so far behind on your bills that you are contemplating bankruptcy, then 
your credit is probably pretty bad already, and actually filing for bankruptcy may not 
make things worse. 



There may be other options available to you.  Unsecured creditors generally do not 
want you to file for bankruptcy because they know they are unlikely to ever collect on 
the debt if you go bankrupt.  The creditor may be willing to work out a payment plan with 
you to avoid bankruptcy.  There are companies that will make these arrangements for 
you for a fee.  Before hiring a debt consolidation firm you should attempt to make 
arrangements with the creditor yourself or work with nonprofit professionals such as the 
Army Community Service debt counselors.  The decision to file for bankruptcy should 
not be made solely to stop demanding creditors.  If they are harassing you, they may 
have violated the Fair Debt Collection Practices Act (FDCPA).  You may also be able to 
reduce your payments or the amount owed by using the Servicemember’s Civil Relief 
Act (SCRA), which allows service members to limit interest charges on debts incurred 
before enlistment to 6% if they can show that military service has reduced their ability to 
make payments.   A legal assistance attorney can discuss your rights under both the 
FDCPA and the SCRA option with you.  For more information contact the Wiesbaden 
Legal Assistance Office at  
USARMY.WIESBADEN.USAREUR.MBX.OJA-WLC-LEGAL-ASSISTANCE-CALENDAR@ARMY.MIL 
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