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Bankruptcy Laws:


There are two types of personal bankruptcy, Chapter 7 and Chapter 13. Chapter 7 allows a debtor to completely get rid of some types of debt (credit cards, cash advances personal loans). Chapter 13 is a repayment plan set up through the Bankruptcy Court in which debts are repaid over a period of three to five years.  Certain types of debt such as taxes, government guaranteed student loans, alimony, and child support may not be “discharged” or cancelled in Bankruptcy proceedings.


Bankruptcy laws enacted in 2005 add restrictions and conditions to the filing of personal bankruptcy. The new laws are called The Bankruptcy Abuse Prevention and Consumer Protection Act.  Some of the major changes are:

1.  A “means-testing formula” to see if a debtor can repay all or some part of his or her debt.  Only debtors whose income falls below the median family income for their state will be able to file Chapter 7. Keep in mind that the Bankruptcy Court will look at all income.  We are not just talking about “base-pay”, all income and allowances will be considered to determine a debtor’s ability to repay at least a portion of the debts.  If the debtor is married and filing a joint bankruptcy petition the spouse’s income will be considered as well.  Absent special circumstances, a debtor whose income is above the median for the state will have to file a Chapter 13. This means a repayment plan, not a discharge!

2.  Debtors must now complete a Credit Counseling Briefing (at their own expense) from an approved nonprofit Budget and Credit Counseling Service prior to filing a bankruptcy petition. 

3.  Debtors must now complete a Personal Financial Management Course (again at their own expense) prior to the Court finalizing the bankruptcy.

4. Residency requirements have been tightened requiring the debtor to reside at least 730 days in the state prior to filing.  


The new law further limits the ability to discharge debts which were incurred within months of filing. Unfortunately, some people take the attitude that as they intend to file for bankruptcy anyway, why not just go out to dinner, buy new clothes, furniture, electronic equipment etc. because their debts are just going to be wiped out anyway. Don’t make this mistake; those splurges in the months prior to filing bankruptcy might not be wiped out.


Soldiers need to pay close attention to their finances.  Filing for bankruptcy could cause a soldier to lose his or her security clearance. A large amount of debt or a poor credit rating can have the same effect. More importantly, financial woes at home will inevitably lead to more stress at home and at work reducing military readiness.  


Help with financial management and budgeting can be obtained through Army Community Service.  The Fort Irwin ACS number is (760) 380-4784. Basic bankruptcy counseling can be obtained at the Fort Irwin. Legal Assistance Office by calling (760) 380-5321 and making an appointment.  Tackling a small problem now can prevent a bigger problem later.  

