About Bankruptcy

Bankruptcy is a doice that may help - if yauare facirg
seriaus financial prdblars. Youmay ke able to cancel

How Lag will Bankruptcy

yourr dgts, st collection calls, ad oet a fresh

financial start. Although benkruptey can help with
sare firencial prdolars, its effects are not permenent.

If you choose barkruptey, you should take adventage of

aredit recod far ten (10) yesrs.  Tre ten years are
aonted from the date you filed your bankruptcy.

the fresh start it offers and then meke careful decisians

about fubure borrowing and credit, so you wan't ever
reed to file barknuptcy again!

ara aedit cad far tenyears. In fact, yaucn

Stay an My Credit Report?

Tre results of your berknuptcy case will ke part of your

This does ot mesn you can' t gt a house, a car, a lcan,

>

Which Debots Do I Still Owe after Bankruptcy?

When your bankruptey is aonpleted, merty of your debots are “discharged. ” This means they are canceled ard
yau are ro lager leglly doligared to pay them.

However, certain types of debts are NOT discharged in benknuptey. The following deots are amag the debots
that generally may not be canceled by kenkruptcy:
>

Alimorty, maintenance or support for a spouse or children.

Student lcans. Alnost no student loans are canceled by benkruptcey. But you can ask the
aourt to disderce the loans if you can prove that payirg them is en “undie hardship.”
OQocasiaelly, student loans can be canceled for reasmns not related to your berkruptey when,
for exanple, the school closed before you aarpleted the program or 1f you have becare
disabled. There are also marny gotians for reducing your monthly payrents an student loens,
even if you can't disdaree them. For more infaomerian, lodk ab NOIC!'s Survivirg Dct: AQuide
for Garers.

Money borrowed by fraud or false pretenses. A creditor nay try to prove in court during
yaur kenkrnuptey case that you lied or defrauded tham, so that your deot carrot be
discheroed. A few creditors @einly credit card corpenies) accuse debotars of frad even
when they have done rothing wrang.  Their geal is to scare hanest families so thet they agree
toreaffitmthe d&ot.  You should rnever agree to reaffimma daot if you have doe rnothing
wrayg. If the carpany files a fraud case ard you win, the court ey arder the aarpary to pay
yor lawer’s fees.

Most taxes. The vast nejarity of tax dgots carret ke discharged. However, this canke a
aarplicated issue. If you have tax deots you will need to discuss themwith your lawyer.
Most crimiral fines, paralties ard restitution orders . This exosption includes even minor
fires, inchdirg traffic tidets.

Drurnk driving injury claims.

If you have ddots that may not e discdharged, you should discuss with your lawyer whether £iling or cawerting
to a Gepter 13 may help.

praoebly get credit even before your erkruptcy is
over! Tre questiom is, howmuch interest ard fees
will you have to pay? &rd, can you afford your
monthly peyments, so you dn'’t begin a new cycle of
peinful firencial prdolens.

To fird aut mare, reed the lrodire: “Using
Credit Wisely After Bankrkuptcy”

Do I Still Owe Seared
Debts (Mortgeges, Car

Loans) after Bankruptcy?

Yes and No. The term “secured debt” applies when
yaugive the lader a mortgege, deed of trust ar lien
a1 preerty as aollateral far a loen. The most

caommn types of secured debts are home mortgages
ard car loans. The treatmant of seaured dats after

kenkruptcy can be anfusirg.

Barknuptcy cancels your persarl legpl doligation to
pay a d&t, even a seared deot.  This means the
seared creditar can’t sue you after a berknuptey to
collect the mxey you owe.

Bt, ad this isabig ‘bt”, the aeditar can still take
back their cdllateral if yyudm't pay the dge. R
exanple, if you are behind an a car loan or hore
mortoege, the creditor can ask the barknuptey court
for permission to repossess your car ar fareclose m
the hare. Or the creditor can just wait util your
kerknuptey is over ard then do so. Although a
seared areditar can't ste you if you dm't pay, thet
creditar can uselly take adk the collateral .

For this reasm, if youwant to kesp property thet is
aollateral far a seared Ao, youwill nesd to catch
up an the payments and continue to meke them

durirng and after benkruptcy, kesp any required
insurance, ard you may have to reaffimm the loan.



What is
Reaffivmation?

Although you filed barkruptcy to cancel your
deots, you have the gotion to sion a wriitten
agreanat to “reaffimt’ a ddot. If you doose to
reaffirm, you agree to e leplly dolicpted to
pay the d&ot despite barkrnuptey.  If you
reaffimm, the dgot is not canceled by erkruptcy.
If you fall behind a a reaffimmed deot, you can
et collection calls, ke sued, and possibly have
your pay attached ar other property taken.

Reaffirming a debt is a serious matter .You
should never agree to a reaffimetion withoat a

very good reasm.

Do I Have To Reaffirm
Ay Debts?

No. Reaffimetim is always gotiasl. Tt is ot required
by kerknyptcy law ar any other law.  If a areditor trdes

to pressure you to reaffimm, ramenoer you can always
Ssay'To.

Can I Change my Mind
After T Reaffivma Debt?

Yes. You can cancel any reaffimmetion agreament for
60 days after it is filedwith the cort. Youcanalso

cancel at any time before your disdaree arder. To
carxel a reaffimmetion agrearant, you must nocify
the creditar inwdting. You do ot heve to give a
reas. Quee you have canceled, the creditor must
retum ary payments you mede an the agreement.

Also, raranber that a reaffivmetion agreament has
to e in writing, has to e signed by your lawyer ar
approved by the judoe, ard has to be made before
yourr berknuptcy is over. Ay other reaffimmetion

Do I Have to Reaffimm
on the Same Terms?

No. Areaffimetiom is a new aotract between
you ad the leder. You should try to get the
creditar to agree to better terms such as a lower
kelae ar interest rate. Youcnalso try to
negotiate a reduction in the amont you owe. The
lader may refuse bt it is always warth a try.

Shauld T Reaffimm?

If you are thinking about reaffirming, the first
question should always be whether you can
afford the monthly payments . Reaffivming any
deot means that you are agresing to neke the
payments every manth, and to face the
ansequences if youdm't.

If you have arty doubts whether you can afford the
pymats, do ot reaffimm. CGaution is always a
good idea when you are giving up your ridht to
have a d&ot canceled.

Before reaffimming, always amsider your other
optians. For eanple, instead of reaffimming a car
loen you can' t affard, canyouget by with a less
acstly used car far a vhile?



Do I Have Other
Options for Secured
Debts?

You may be able to keep the aollateral ana
seaured debt by paying the creditor ina lunp
sum the amount the item is worth rather than
what you owe an the lcen. This is your right
uder the barknutcy law to “redeem” the
allateal.

Redeaming collateral can save you hundreds of
dllars. Since fumitre, gopliances ard other
household goods go down in value quickly ance
they are used, you may redeem them for a 1ot
less then their arigiral aost ar whet you ove an
the account.

You may have arother ogptian if the creditor did
ot loan you the maey to buy the collateral,
like when a creditor takes a lien an houselhold
goads you already have.  Youmay be able to ask
the cort to Yawvold this kird of lien. Thiswill
meke the debt unsecured.

Do I Have to Reaffirm
Car Loans, Home

Mortgages?

If you are behind an a car loan or a hore nortoece ard

yau can affard to catch up, you can reaffimm ard
possibly keep your car ar hare. I the lender agrees to

give you the time you need to get caaght up ana
cefauilt, thismay be a good reasm to reaffimm. Bt if
you were having tradble staying carrent with your
payments before barkruptcey and your situation has
ot inproved, reaffimerion may ke a mistake. The
allateral is likely to ke repossessed ar fareclossd
anyway after benkruptcy, because your doligation to
meke peyments aantimes. If you have reaffivmed,
yau could then ke required to pay the difference
letween what the collateral is sold for and what you
owe.

If you are up to date an your loan, youmay not need
to reaffimm to kesp your car or hore. Sare laders
will let you kesp your property withaut signing a
reaffimetion as lag as you aotine to meke your
peyments. In sare parts of the contry, you have this
as a legpl right. (Geck with yor lawyer.

And What About

Credit Caxds ard

Department Store
Cards?

It is almost never a good idea to reaffirma
aredit card.  Reaffivming means you will pay bills
that your benknuptcy would normally wipe out.
That can be a very hich price to pay for the
aawvenienxe of a credit card. Try payirg cash far
awhile. Then in a few years, you can praoebly gt a
new credit card, that won't care with a larce
unpaid balance!

If you do reaffim, try to get sorething in retim, like
a lower kalance, 1o interest on the kalance, ara
reasaeble interest rate an ary new credit. D't be
stuck paying 18% - 21% or higher'!

Sore department stare credit cards may e seared.
The things you buy with the credit card may e
aollateral . Tre stare midtt tell you thet they will
repossess what you bought, such as a TV, IR, or
sofa, if you do ot reaffivm the ddot. Most of the tine,
stares will rot repossess used merderdise.  So, after
a kerkruptey, it is much less likely thet a department
stare would repossess “aollateral” then a car lader.

However, repossession is possible. You have to decide
how inportant the itemis toyau ar your family. If
you can replace it desply ar live withot it, thenyoa
ghould rot reaffimm. You can still shop at the stare by
payirng cash, ard the store may offer you a new credit
card even if you dm't reaffimm.  (Just meke sure that
yaurr old balance is not added into the new acoourt) .

For Example:

Sare offers to reaffirmmay seam attractive at
first. let’s say a dgertnet stare lets you
keep your credit card if you reaffirm $1,000 ot
of the $2,000 you owed before bankruptcy.
They say it will cost you anly $25 per maith
ard they will also give you a $500 lire of credit
for new pirdheses.  What they might not tell
yau is thet they will give you a new credit card
in a few mxths even if you do ot reaffim.
More importantly, though, you should
uderstard thaet you are agresing to repay
$1000 plus interest that the law says you can
have leplly caxeled. This is a bigprice topay
for $500 in rnew credit .




The National Consurer Law Center is a aonsultant
far lawyers ard others an aonsuer issues affecting
low-and moderate-incame Arericans. This brochure
VBSW, J.npaxt, byagtant fram the Consumer
Protection and Education Rurd.

Making the Most of
Your Bankruptcy

Your Legal
Rights During

& After
Bankrupt cy

NATIONAL
CONSUMER LAW
CENTER INC

A
77 Sumer St., 100 EL

Bostan, MA 02110-1006



