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BANKRUPTCY
Learn More:

RIGHT FOR YOU?

The National Association
of Consumer Bankruptcy
Attorneys website includes
a list of local bankruptcy
attorneys and additional
tips (see Resources).
Visit www.nacba.org.

The right to file bankruptcy is an important tool for people with debt problems. There are pros and cons, and the decision
to file bankruptcy should be made only after careful exploration of
your options.
In the short term, bankruptcy prevents continued efforts by
creditors to collect debts. In the long term, bankruptcy can completely eliminate repayment obligations so that you can get a fresh
financial start. Bankruptcy can be the right choice if you have no
other options to deal with your debts.
Although you may want to try other options first, do not wait
until the last minute to think about bankruptcy because some
important bankruptcy rights may be lost if you delay. Get advice
early about bankruptcy if you are hoping to use the bankruptcy
process to help save your home or your car.
Common Types of Bankruptcy

Getting Professional Help

There are two main types of consumer bankruptcies: chapter 7 and chapter 13. A chapter 7
is often called a “liquidation.” In chapter 7, your
assets are examined by a court-appointed trustee
to determine if anything is available to be sold
for the benefit of creditors.
Chapter 13 is often called “reorganization.”
In chapter 13, you submit a plan that details
how you will repay your creditors over time for
some or all of what you owe them. A chapter
13 plan normally requires monthly payments
to the bankruptcy trustee over a period of
three years. However, plans can last for as long
as five years.

Bankruptcy is a legal proceeding with complicated rules and paperwork. You may want to get
professional legal help, especially if you hope to
use bankruptcy to prevent foreclosure or repossession. Many bankruptcy attorneys will provide
a free consultation to help you decide whether
bankruptcy is the right choice for you.

What Does It Cost?
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The initial fee to file bankruptcy is currently
$306 for chapter 7 and $281 for chapter 13.
The fee can be paid in up to four installments
over a period of 120 days (or up to 180 days
with court permission). If you cannot afford to
pay the filing fee in installments in a chapter 7,
and your household income is below a certain
amount (150% of the official poverty line),
you can ask the bankruptcy court to waive
the filing fee.

Credit Counseling Requirement
The bankruptcy law requires that you get credit
counseling from an approved credit counseling
agency within 180 days of the time your bankruptcy
case is filed. If you decide to go ahead with bankruptcy, you will need to file a certificate from the
credit counseling agency stating that you received
counseling. You must receive the counseling from
an agency that has been approved by the United
States Trustee Program for the state where you
are filing. Ask the local bankruptcy court or a
bankruptcy attorney for a list of approved agencies.
Approved agencies are allowed to provide the counseling in-person, by telephone, or over the Internet.
Most agencies will charge between $25–$50 for the
pre-filing counseling. However, if you cannot afford
the fee, you should ask the agency to provide the
counseling free of charge or at a reduced fee.

Is Bankruptcy the Right Choice for you?
5 Important Considerations
1. Bankruptcy temporarily stops almost all
creditors from taking any steps against you
except through the bankruptcy process.
This assistance is provided by the “automatic
stay” that arises as soon as you file the necessary
paperwork at the beginning of a bankruptcy
case. Foreclosures, repossessions, wage garnishments, utility shut-offs, lawsuits and other
creditor actions will be immediately stopped.
However, there are a few exceptions, usually
based on prior bankruptcy filings, when the
stay may not automatically go into effect or may
later stop applying.
2. Bankruptcy can permanently wipe out
your legal obligation to pay back many of
your debts. This benefit arises because of
the bankruptcy “discharge” that you get for
successfully completing a bankruptcy case.
But not all debts can be discharged. Certain
debts, such as most student loans, liens
associated with many secured debts (use of
collateral to secure a loan), alimony, child
support and debts you incurred after the
bankruptcy case was started, may not be discharged. After bankruptcy, you will continue
to owe those debts.
3. When bankruptcy does not wipe out a debt,
a chapter 13 bankruptcy (a “reorganization”)
gives you an opportunity to catch up on that
debt. Chapter 13 gives you an opportunity to
catch up on debts that can’t be wiped out. For
example, bankruptcy will not usually allow
you to cancel a mortgage and keep your home
without repayment of the debt. If you are
behind on your mortgage, a car loan, or other
secured loan, you can get caught up on missed
payments by proposing a chapter 13 repayment
plan. A repayment plan requires you to make

affordable payments from your income over
a period of three to five years. If you use your
plan to catch up on a mortgage, a car loan, or
other secured debt, the loan will be reinstated
when you complete the payments under your
plan and the creditor is required to treat you as
if you never fell behind.
4. Bankruptcy will usually not make your
credit report any worse. Most people filing
bankruptcy already are behind on their
bills and already have problems with their
credit report. However, the fact that you filed
bankruptcy can remain on your credit report
for 10 years, while your defaults may stay on
your report for only seven years.
5. In most cases, you will not lose property
by filing for bankruptcy. Most of your
property is likely to be protected from sale
in the bankruptcy process by bankruptcy
“exemptions.” (See Mississippi Exemptions
sidebar.) However, if you have certain types of
valuable property, the bankruptcy law may not
allow you to keep it unless you pay its value to
your creditors over a number of years.

WHEN Bankruptcy MAY BE
the WRONG Choice
For some individuals, bankruptcy is the
wrong solution. There are at least five
situations in which bankruptcy may be a
bad option:
1. You have only a few debts and strong
defenses for each. Instead of filing for
bankruptcy, you can dispute the debts.
These disputes may be settled out of
court. If they are not settled, you can
use bankruptcy later. You can also raise
claims and defenses in the bankruptcy
court if they have not been decided in
other courts.
2. The debts at issue are secured by
property you want to keep—such as
home mortgages or car loans—and you
do not have enough income to keep
making the payments plus catch up on
past due amounts. Bankruptcy may not
help you when the long-term expense of
keeping your home or car exceeds your
long-term income.
3. You have valuable assets that are not
exempt in the bankruptcy process and
you do not want to lose these assets.
Note that a chapter 13 filing may still
help if you can afford the necessary
payments.
4. Because of a prior bankruptcy, you
cannot receive a discharge in a chapter
7 bankruptcy. However, in most cases, a
chapter 13 petition can still be filed.
5. You can afford to pay all of your
current debts without hardship.

Mississippi
Exemptions
Mississippi’s
exemption
laws protect
certain property
from creditors
whether you file
bankruptcy or not.
In bankruptcy, the
bankruptcy trustee
cannot sell your
exempt property.
Under Mississippi
law you may
exempt:

➤➤ Up to $75,000 of equity in your

homestead. Equity is the difference
between how much your home is worth
and how much you owe on it. You must
occupy your home in order to claim the
homestead exemption.

➤➤ Up to $20,000 of equity in one mobile

home, trailer or similar type of dwelling
that you own and occupy as your
principal dwelling.

➤➤ Tangible personal property not

exceeding $10,000 in total value.
This includes household goods such
as clothing, furniture, appliances, one
television, one radio, kitchenware and
other similar items.

➤➤ There are other exemptions. For a

complete list, talk to a bankruptcy
professional, local legal services provider,
or nonprofit consumer credit counselor.

