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Starting over

Listen L U]

A new law makes it harder to file for bankruptcy.

frer 34 years of handling bankrupr-
cies, LLS. Roravian Charles Cencer
has decided not to take any more
bankruprey cases, Ae 62, he's close eo
rerirement, but thats not what pushed
himn reward bis decision,

Cenreris angry aboutche LS. Ban L’.rup ey
Abuse Prevention and
Consumer Protecrion Act
at 2005, which ook effect
an 17 October, This new
law makes it harder for
busineszes and individuals
to declare bankruprey
by making them jump
through mare hoops. Irs
alsoexpected romake more
individuals repay cheir
debes insread of ]1.:1.-'i||.g
them erased.

Thechange thar Center,
a member of the Rotary
Club of Madison, Wis.,
USA, doesn't like 15 how
the new law can punish
attorneys. Bankruprey
acrorneys can now be fined
and lose their licenses if
they failta verity theexten-
sive documentation clienes
must now file or if they
break ane of the new regulacions gove rning
anyone who I_u‘nvi'.iq'._t; E'.,-[nltruPn,;}- SEEVICes
(which now includes debrors’ attorneys).
Cenrer expects bankruprey attorneys' costs
to ar least double because of the exrra worlk
invelved in the verification process,

These are just some of the provisions in
the new L, which Cenrer says aims 1o pun-
ish debrors and make it more difficult for
peaple who are already impoverished.” Bur
Samuel Gerdano, president of the American
Ban krup Loy Instienee{ ABL), which has ma ny

creditors in its membership, sees che law as

a way to keep some debrors from abusing
the system.” The law'sbeen radically changed
to caprire a handful of Fraudulens Chaprer
7 hilers” he says."Congress came to believe
thuae MRANY CORSLmErs were using b;mkrupt-
ey to wipe out unsecured debe” The ABL

says toral bankrupeeies for individuals and
businesses doubled From 800,000 ta 1.6 mil-
lion berween 1994 and 2004,

Regardless of how the law is perceived,
everyone agrecs that it beings r.iguiﬁ-:;m:
cimngcs. Here are some other provisions:

» Six monchs before fling, mose individuals
must atrend credit coun-
St'ilng ab an .1gr.'|lr:|r'
approved by the U5,
Trustee Program. They
must complece a debtor
education course before
debrs are discharged.

#» The new law makes it
harder for people to file for
Chapter 7, which in mest
cases forgives them of their
debes and allows them ra
starcover with aclean slare,
Now; to file for Chapter 7,
individuals wich mainly
consumer debt muse prove
that their incomes are less
than orequal o cheir state’s
median income for house-
holds of the same size
With some exceptions, if
their incomes are grearce
than the median, they
would have to file for
Chapter 13, which means they'd have to repay
ereditors through future earnings.

» Personal possessions such as furnioure,
clothes, and elecrronics are now valued at cheir
replacement cost, not their lower, original
value. This means the creditors thar nanced
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lived in cheir current stare for 40 months,
| “Wealthy filers will no longer be able to use

E_d
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On the Web Learn more from the American
Bankruptcy Institute (www.abiworld.org), the

these purchases will
Jer more money if the
items are sold o pay
aff debr.
» One in every 250
|'|I|:|-|£5 5 now l"‘E.:E""! for an audir in cach
federal judicial district, Before, there were
no audics,
» Previous Chaprer 7 filers muse now wait
L'i}’.l:” pears instead of six bebare ”lmg .lg.1il'l.
The new law also makes it tough on busi-
nesses, T the point where its much more dil-
ficult to make a business decision,” says
Holmes Harden, a bankeupecy atrorney and
a member of the Rotary Club of Ra](‘ig]‘l.
MN.C., USA. Harden, who has specialized in
business filings since the bankruprey code
was first enacted in 1978, points our that busi-

nesses now have 18 months to reorganize and

L. S. Trustee Program (www.usdoj.gov/ust),
and the MNational Foundation for Credit
Counseling (www.nfcc.org). Read the bLill
(S. 256) at thomas.loc.gov.

the system as a hnancial planning ool says

Edward Yingling, president and CEQ ac che

American Bankers Association,

» Courts can reach back 10 years before a

bankruprey Aling and tap any Funds that were

teansferred mto dn 45seC-protectIon trust with

the incent of shielding assets fraudulentdy.
The law does have a few bright spors for

debrors and their Families:

¥ T__Tnl_u;id child supporr and :ll:i]TlDﬂ:r' teceive

priority in the hierarchy of payment.

¥ IF an unsecured creditor won't negoriate

a reasonable repayment plan with a credit

counseling agency, the court can reduce

“The law's been radically changed to capture a
handful of fraudulent Chapter 7 filers.”

no more than six months o decide whether
to concinue or cancel their commercial leases,
with one 90-day extension allowed on the
decision abour the leases. Before, judges typ-
ieally granred lengrhy extensions thar allowed
businesses morve time o decide abour leases
and complete reorganizations.

I-l-l'll_' NEW !.'l"u"u" .'||,‘i|:'| I."I!.ﬂ'lirlilrfﬁ ROITIE 'ul:'E- |.|.|-':
loaphales favored by upper-income filers:
» Rules on homestead exemptions, which
k.:r_-P creditars brom cnnﬂs.u.‘.j'liug BOMIE OF
even all of a debtor’s primary residence, b
gotren rougher. Individual filers who have
lived in their current stace for less than owe
:',"{':l_'l'ﬂ [RLELS |'|it'n'1' [u LS rhl:hu”ll‘hl l':h.[ 1"1:1'”1&1‘

tion of their prior state of residence. And if

their ¢current stare has a more generous
homestead exemption than their prior state,
they can't exempt more than US$125,000
of their primary residence until they have

- SAMUEL GERDAMO

debes up to 20 percent. { This applies only
ro individuals' debis.)

3 The new law Profects more rerirement
money - up to $1 million inan [RA = and
broadens protection for educarion savings
to include educarion IRAs, tuition pro-
gram credits, and contributions to quali-
fed seate cuition plans.

The changes are a ot to analyze, but per-
haps Suzanne Boas, a member of the Rotary
Clubof Aclantaand president ofthe nonpro fic
Consumer Credic Counseling Service
(CCCS) of Grearer Atlanra Inc., sums it
all up best." The process is not as simple as it
was in the pase,” she says. n
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