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Explained in Brief 

Bankruptcy is a legal process designed to give honest but unfortunate 

people a “discharge” from their dischargeable debts. The principal policy 

behind bankruptcy is to give people a “fresh start” when they can’t pay 

their bills. Also, filing bankruptcy may halt the following: Creditor 

Harassment, Foreclosure, Repossession, and IRS Seizures. 
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Bankruptcy should not be taken lightly. It is a personal decision, not a legal 

decision and will adversely affect your credit. For example, you may be 

restricted from obtaining credit in the future. Most bankruptcy debtors get 

to keep all of their assets, but if you have non-exempt property, you could 

lose your “non-exempt property.” Bankruptcy lawyers charge fees to file 

for bankruptcy. The typical fee for a consumer case can be $2,000 or more. 

These factors should be carefully weighed against the benefits of 

bankruptcy before filing. 

You should not attempt to file a bankruptcy without using a bankruptcy 

specialist. In terms of paperwork, bankruptcy is complicated. There are 

numerous forms and schedules. The forms and schedules are complicated. 

If you don’t fill them out right, then you could have a problem, any one of 

which could explode into a legal objection from the court, the trustee or the 

creditors. By attempting to file on your own you run the risk of denying 

yourself financial relief through a bankruptcy discharge. Worst yet, you 

may be left facing some kind of civil prosecution for abuse, or at the far end 

of the bad consequences, criminal prosecution for fraud. Bankruptcy is a 

specialized area in the law and it is particularly important to seek out an 

experienced practitioner. 

A Comprehensive Guide for Consumers and Businesses 

Voluntary Bankruptcy 
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A voluntary bankruptcy is one in which you may choose to file for 

bankruptcy protection. A voluntary consumer bankruptcy may be filed 

under Chapter 7 or Chapter 13 of the Bankruptcy Code. You may be 

individual consumers, married consumers, small or large businesses, or 

family farmers. 

The kind of bankruptcy will be determined by you and your attorney. Your 

ability to repay your creditors will be a key factor in determining which 

kind of bankruptcy to file. If you have no “disposable income” then you 

may choose to file under Chapter 7, if you can pass the means test. Other 

factors include, whether you operate a business or family farm. 

Individuals with large credit card and medical debt usually choose Chapter 

7 bankruptcy. Individuals who wish to save a home or car usually file 

under Chapter 13 bankruptcy. Individuals with tax debts may file under 

either chapter, depending upon the age of the taxes and your goals. 

Chapter 7 Bankruptcy 

Chapter 7 is the most common and simplest bankruptcy. It is designed to 

give you a “fresh start”, and wipe the slate clean of all of 

your dischargeable debts. Unsecured debts such as credit cards, signature 

loans, medical debts, unpaid bills, old income taxes, debts arising 

from repossession, foreclosure deficiency debts, and many other kinds of 

debts may be discharged. This means that you do not have to pay the 

debts. In order to qualify you must pass the means test. 
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Chapter 13 Repayment Plans 

Chapter 13 is essentially a repayment plan for individuals with regular 

income and unsecured debt less than $336,900 and secured debt less than 

$1,010,650. If you are fall outside this range on the upper end, you should 

look at Chapter 11. 

In Chapter 13, the debtor keeps his property and makes regular payments 

to the Chapter 13 trustee out of future income to pay creditors over time (3-

5 years). Repayment in Chapter 13 may range from 10% to 100% depending 

on debtor’s income and his debt structure. 

Chapter 13 also provides a mechanism to prevent foreclosures and 

repossessions while debtors are catching up on their secured debts. Many 

kinds of taxes can be included in a Chapter 13 plan. Chapter 13 can also be 

used to stop garnishment, foreclosures, repossessions, threats of lawsuits, 

actual lawsuits and creditor harassment. 

Please note that mortgage payments are not included in the chapter 13 

plan. Mortgage payments must be paid “outside the plan” or “directly” to 

the mortgage holder. However, home payment arrearages, that is, “back 

payments” may be included in the chapter 13 plan. 

A debtor must attend a 341 meeting of creditors which takes place within 

20-40 days of filing the bankruptcy petition. 

Chapter 11 Business Reorganization 
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Chapter 11 is also a reorganization proceeding, typically for corporations 

or partnerships. Individuals, especially those whose debts exceed the limits 

of Chapter 13, may file Chapter 11. 

The debtor proposes a plan of reorganization which, upon acceptance by a 

majority of the creditors, is confirmed by the court and binds both the 

debtor and the creditors to its terms of repayment. Plans can call for 

repayment out of future profits, sales of some or all of the assets, or a 

merger or recapitalization. 

Chapter 12 Family Farm 

Chapter 12 is a simplified reorganization for family farmers, modeled after 

Chapter 13, where the debtor retains his property and pays creditors out of 

future income. To be eligible, more than 50% of the debts must be farm 

related and more than 50% of the income must be related to the farm. 

Should I file? 

The decision to file is a personal decision, not a legal decision. If you can 

afford to pay your bills, then you should not file for bankruptcy. 

Bankruptcy is only for honest but unfortunate debtors who are hopelessly 

insolvent and unable to pay their debts as they become due. 

Bankruptcy will “wipe out” most debts, but most individuals want to 

know the adverse consequences of bankruptcy. Here are some negative 

consequences: 
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--bankruptcy will adversely affect your credit. For example, you may be 

restricted from obtaining credit in the future for months, even years. 

--Most bankruptcy debtors get to keep all of their assets, but if you 

have non-exempt property, you could lose your “non-exempt property.” 

--Bankruptcy lawyers charge fees to file for bankruptcy. The typical fee for 

a consumer case can be $2,000 or more. 

--a bankruptcy filing will appear on your credit report for 10 years. 

--your credit score will go down 

--all debt must be listed in the bankruptcy, even debts you intend to pay, 

such as a car loan that you want to keep (as long as you reaffirm the debt 

and keep making the car payments you get to keep the car) 

--because insurance rates may be tied to your credit score, your insurance 

rates could go higher 

These factors should be carefully weighed against the benefits of 

bankruptcy before filing. 

If you have found your way to this website, you are probably considering 

filing for bankruptcy protection. We are here to help you. If one of the 

following factors are present, and if you are unable to pay your bills, then 

you may want to file for bankruptcy protection. If you answer “Yes” to one 

(1) or more questions, then the financial difficulties you are currently 
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experiencing may be remedied with bankruptcy. 

1. I cannot pay all of my normal living expenses and my monthly credit 

card bills? 

2. I am behind on my house or car payments? 

 

3. I consistently pay my bills late and incur late charges? 

 

4. I now use credit to pay for things I used to purchase with cash? 

 

5. I use one credit card to pay off another credit card? 

 

6. I get calls at home or work by creditors about past due bills? 

 

7. I often post-date checks to pay a delinquent bill? 

 

8. The IRS has garnished my bank account to my paycheck? 

 

9. My home is being threatened with foreclosure? 

 

10.  I am being sued for the collection of a debt? 

 

11.  I have borrowed high interest money from finance companies or 

loan companies to pay normal living expenses? 

 



12.  I am thinking about getting a home equity loan or a reverse 

mortgage to pay off my credit cards? 

 

13.  I or a family member have unmanageable medical bills? 

 

14.  I feel that I am powerless over spending? 

Frequently Asked Questions 

Q: How do I get started? 

A: Call Dana A. Ehrlich and set up an appointment. Dana A. Ehrlich is a 

bankruptcy specialist who lives and works in San Angelo, Texas. He has 

lived in the Concho Valley and San Angelo, Tom Green County for many 

years. His practice is primarily consumer bankruptcy law and he is a Board 

Certified bankruptcy specialist for Chapter 7 and Chapter 13. He may be 

reached at 325-655-5351. 

Q: How Do I know if it's Time for me to File? 

A: When you’re getting sued or you are tired of getting harassing calls and 

letters. 

 

Q: What documents and things do I need to get started? 

A: Dana A. Ehrlich will need to know your income, your debts and 

your assets. Get your paystubs for the last six months. Get all of your bills 
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and letters together. Get all of your house and car papers and house and 

car loans. Get all your installment loans. Get last year’s tax return. Make a 

list of your assets with an estimate of values (see Fair Market Value). This 

will be enough to get started. 

Q: How long will my bankruptcy case last? 

A: In chapter 7, your case will last approximately 120 days. In chapter 13 

you repay your debt over a 3-5 year plan. Dana A. Ehrlich will discuss the 

length with you. 

 

Q: How many times must I attend court during the course of my 

bankruptcy case? 

A: Generally, the average debtor will not have to appear in court. In both 

chapter 7 and chapter 13, you must attend you’re “meeting of creditors” 

that is presided over by a Bankruptcy Trustee. It is not a formal court and 

the Trustee is not a judge. It is a meeting to discuss your financial issues. 

Dana A. Ehrlich will attend the meeting with you. The meeting itself is 

usually simple, easy and brief. 

Q: When is a Chapter 13 a better alternative than a Chapter 7? 

A: There are several situations where a chapter 13 is preferable to a chapter 

7. A chapter 13 bankruptcy is normally for people who have too much 

income to file a Chapter 7 bankruptcy or have the kind of debt that is non-

dischargeable in a Chapter 7 (e.g. certain taxes). Also, people file Chapter 
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13 because they are behind on their mortgage or business payments and 

are trying to avoid foreclosure. A chapter 13 bankruptcy allows them to 

make up their overdue payments over time and to reinstate the original 

agreement. Also, where a debtor has valuable non-exempt property and 

wants to keep it, a chapter 13 may be a better option. However, for the vast 

majority of individuals who simply want to eliminate their heavy debt 

burden without paying any of it back, Chapter 7 provides the most 

attractive choice.  

Q: What if I can’t make my Chapter 13 plan payments? 

A: If you are unable to make the payments, then the trustee may request 

that your case be dismissed. If you can not keep up with your payments, 

then you need to contact your attorney to review your options. It may be 

possible for you to have your case converted to Chapter 7 or to have your 

case simply dismissed. But keep in mind that if your case is dismissed, then 

you will still owe all of your creditors and you still 

risk repossession and foreclosure.  

Q: I don’t want to pay for anything. Will bankruptcy help?  

 

A: Secured debts such as a purchase money loan on furniture, appliances, 

an automobile or a home are treated much differently in bankruptcy 

than unsecured claims such as credit cards. On most secured purchase 

money debts, you will have to keep making the payments if you wish to 

keep the collateral. If you fall behind on the payments, or if you do not 
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make the payments after the filing of the bankruptcy, then the creditor may 

have a right to repossess the collateral. Many people have a misconception 

that if you file bankruptcy then you may keep the collateral securing the 

loan without paying for the collateral. This is simply an urban legend, or 

myth. You may not file Chapter 7 bankruptcy and keep the collateral 

securing a loan without re-paying the loan. You must either: (1) keep the 

collateral and continue making payments, (2) surrender the collateral to the 

creditor or (3) redeem the collateral in one lump sum by paying the 

creditor the fair market value of the collateral. 

Q: I want to repay my debts. Can I pay after bankruptcy? 

A: Some people want to pay their debts even if they file Chapter 7. There is 

nothing wrong with wanting to pay your debts and if you file Chapter 7 

you may voluntarily repay any debt at any time. You may pick and choose 

which debts you wish to repay. You may pay as much or as little on any 

debt that you wish. By paying one debt, you do not revive the debt or make 

it a legally enforceable obligation against you simply because you may 

have paid on it. More importantly, paying one debt does NOT revive the 

other debts! 

Q: Do I have to pay my bills during the bankruptcy proceeding? 

 

A: For unsecured debts like credit cards and medical bills, no you do not 

have to pay. For property that is collateral that you wish to keep such as 

your car loan or your house, yes you should probably continue to make 
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payments if you can afford them. Also, for day to day expenses such as 

rent and utilities you should also continue to make payments. You should 

stop making payments on other old debts incurred prior to the bankruptcy 

such as credit card debts.  

Q: Will Filing Bankruptcy Stop My Bill Collectors from Taking Action? 

 

A: Yes, When you file bankruptcy, federal law imposes an "automatic stay" 

which precludes your creditors from taking any action to collect debts 

against you including court judgments and tax debts during the pendency 

of the bankruptcy. For instance, if you have been served by one of your 

creditors to appear in court over a debt, the bankruptcy filing will stop this 

lawsuit. Any wage garnishments or repossession efforts are also halted. 

However, once the bankruptcy is over, a creditor holding a claim that was 

not discharged may proceed to collect on the debt. Also, under some 

circumstances a secured creditor may proceed to collect on the lien he has 

on the filer's asset during the bankruptcy proceeding, but may only do so 

by filing a court motion and by getting the approval of the bankruptcy 

court first.  

Q: Must I list all of my creditors on my bankruptcy petition? 

A: Yes, every single creditor by law MUST be listed on the bankruptcy 

petition. 

Q: How quickly will my creditors get notice of my bankruptcy? 
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A: Within a couple of weeks of the filing of your petition, the bankruptcy 

court clerk mails your creditors notice of the filing and the imposition of 

the automatic stay. Until the creditors get notice, it may be necessary for 

you to supply the creditor with the docket number and date of your 

bankruptcy. Once they have been given notice, they must stop collection 

efforts against you or may be liable for court sanctions. Thankfully, for the 

vast majority of people, once their bankruptcy petition is filed that is the 

last they hear from their unsecured creditors.  

Q: I don’t want to list all my property. I don’t want anyone to know that I 

own the property. 

A: You must list all property. You cannot refuse to disclose property. You 

cannot give away or sell your property to friends and relatives with the 

intent of defrauding your creditors (see fraud). The schedules are very 

important because deliberate concealment of assets is a bankruptcy crime. 

And fraud is not only a crime, but may also result in the denial of 

bankruptcy relief. Therefore, it is very important that the schedules, 

statements, and all other bankruptcy papers be completely, totally and 

accurately prepared. 

 

Q: What property do I get to keep? 

A: The bankruptcy laws are not designed to punish people by taking away 

all of their property. Rather, the Bankruptcy laws are designed to give 

honest but unfortunate debtors a “fresh start”. The reasonable and 
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necessary things that people own, such as a home, an automobile, the 

typical household goods and furnishings in a normal home, clothing and 

many other personal items are exempt and will not be taken away. 

Everyone needs housing, food, transportation and other normal necessities, 

and it is rare that a bankruptcy debtor loses any property. However, not all 

property is exempt. Some property is non-exempt. If you own non-exempt 

property, then you could lose the non-exempt property if you file Chapter 

7 Bankruptcy, though it is rare. In Chapter 13, most debtors keep their non-

exempt property, but your plan payments may be higher because of the 

non-exempt property. 

    Regardless of the kind of Bankruptcy that you file, you are required to 

claim certain exemptions on your property. In most cases the laws of the 

State of Texas and the Bankruptcy Code determine what exemptions you 

may claim. 

    If you have moved from another state within the last 730 days, then you 

may be required to use the exemption laws of the state of your domicile for 

the greater part of the last 730 days. 

    The Texas exemptions are called the “state” exemptions. The federal 

exemptions, under the Bankruptcy Code are called the “federal” 

exemptions. If you live in Texas, you can elect either the Texas exemptions 

or the federal exemptions. You must elect one or the other, but not both. 

The Texas exemptions are specifically stated in the Texas Property Code. 

The federal exemptions are stated in the Bankruptcy Code. You must elect 
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either the federal or the Texas exemptions and in a joint case, one spouse 

cannot elect the Texas exemptions and one spouse cannot elect the federal 

exemptions. You must elect either the Texas exemptions or the federal 

exemptions. 

Q: So what happens if my property is exempt? 

A: In general, if all of your property is exempt, then the bankruptcy court 

and trustee will declare your case to be a no-asset case and will close your 

case as a no asset case. Thus, you will get to keep all of your exempt 

property. In an asset case you will be required to turn over such 

nonexempt assets to the bankruptcy trustee for liquidation and sell to pay 

your creditors. 

 

Q: I don’t want to file on my house or car. Will I lose them? 

A: I often hear clients say: “I don’t want to file on my house or car. I don’t 

want to lose my house or car”. Relax. You are not going to lose your house 

or car if you keep making your payments and stay “current” on your home 

or car loan. You must list all debts, even the debt on your house and car. 

You must live up to the agreement and stay current, and perform all 

obligations of the deed of trust or security agreement and mortgage, such 

as keeping the property insured and paying any taxes due. You also may 

have to reaffirm the debt. And, if you are delinquent on your home or car 

at the time of filing, then you may be required to file a Chapter 13 in order 

to “de-accelerate” or “cure” the debt and develop a plan to save your home 
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or car. 

Q: Can I keep any of my existing credit card accounts? 

A: The credit card accounts that you have a zero balance on are not 

technically creditors and thus are not discharged in bankruptcy. Often 

these creditors will allow you to keep your credit with them. If you do have 

an outstanding balance when you file, these are usually cancelled.  

Dana A. Ehrlich’s usual admonition to all potential debtors is to stop 

getting and stop charging on credit cards. Stop buying things. Stop 

incurring debt. Now. Learn to live on a cash basis only. 

Q: Will everyone find out about my Filing? 

A: Not unless you tell them or they go out of their way to check the public 

records. Bankruptcy filing are not normally published in newspapers, 

therefore the only people who usually find out that you are in a 

bankruptcy are creditors whose debts you have listed on the petition or 

who you apply for credit with.  

Q: Should I feel ashamed to file bankruptcy? 

A: Many of my clients report feelings of guilt, shame, anger, sadness and 

depression. These feelings are hard to deal with, but they are normal for 

most people. These are real legitimate feelings and they are there for many 

reasons. However, they will soon go away when the overwhelming burden 

of dealing with impossible debt has gone away. They will soon vanish and 



will be replaced by feelings of financial peace and security.  

Q: Will I be fired for filing for bankruptcy? 

A: The Bankruptcy Code contains an anti-discrimination provision that 

provides that you may not be terminated from your job for the sole reason 

of filing a bankruptcy. However, certain jobs are highly sensitive with 

respect to security matters. For example, in the military, certain jobs require 

a "security clearance" that requires the employee to show financial stability. 

There are many other areas of employment that require a showing of 

financial stability, as well. Bankruptcy could have a negative effect with 

respect to those jobs, making it more difficult to obtain those jobs if you do 

indeed file bankruptcy. 

Q: People often have a misconception about bankruptcy and their credit 

report. I often hear clients ask, "Will this be taken off of my credit report 

when my case is discharged?" 

 

A: It is often believed that if you file a chapter 7 bankruptcy, that you will 

have a "clean" credit report after the bankruptcy process. This is far from 

the truth. Your credit report will still reflect very negative matters such as 

delinquent payments, slow payments, all charge-off accounts, closed 

accounts, and even balances still owed on the account. Many times the 

information reported on your credit report is inaccurate or misleading. You 

have certain rights under the Fair Credit Reporting Act to have accurate 

information in your credit report, but please understand that the 
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bankruptcy process does not "fix" your credit report. To the contrary, the 

bankruptcy process will harm your credit report. Moreover, your 

bankruptcy attorney is not being employed for the purpose of providing 

you with a clean credit report. At best, your bankruptcy attorney will only 

obtain a discharge of your debts so that you are not legally obligated to pay 

your dischargeable debts. The attorney is NOT responsible for the 

information that appears in your credit report, nor is he or she being 

employed for the purpose of "fixing" your credit report. 

 

Q: Does bankruptcy devastate my credit? 

A: Although the record of filing bankruptcy may technically stay on your 

credit for up to 10 years, often by making payments on time subsequent to 

your bankruptcy you can regain a decent credit rating after discharge. 

    Ironically, in many cases filing bankruptcy may actually help your credit 

score because discharging your debts greatly improves your debt to 

income ratio which is a major criteria creditors use in judging your 

"creditworthiness" (see below). In fact, many people report a flood of pre- 

approved credit cards within weeks of a bankruptcy discharge. 

    By all accounts, bankruptcy no longer has stigma attached to it that it 

once did. Perhaps, this is one of the reasons that the number of filings has 

been dramatically increasing over the last several years.  

 

Q: Will I be able to borrow money in the future? 
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A: It is lawful for creditors to consider bankruptcy when deciding whether 

to grant you future credit. You may find it difficult to get any kind of loan 

for a car through a conventional lending source. You may be denied loans 

for the simple reason that you have filed bankruptcy. It goes without 

saying that your existing credit cards that you list on the bankruptcy will 

be canceled. However, with the advent of overzealous credit card 

marketers, many people who file bankruptcy are offered credit cards 

even after they have filed bankruptcy. 

    Credit card and mortgage loan decisions are made on the basis of 

a credit score, yet consumers have no right to review their credit scores, 

and the Fair Credit Reporting Act does not require that credit bureaus to 

disclose a credit score with a consumer’s credit report. The credit score 

carries heavy weight in nearly all mortgage loan decisions about whether a 

consumer will receive the loan and at what rate of interest. The current law 

is that the creditors are not required to disclose the credit score with the 

credit report. However, the Fair Credit Reporting Act does require a 

creditor to disclose a credit report if that credit report contains information 

upon which the creditor based their decision to deny credit. 

 

Q: Will filing for bankruptcy affect my ability to obtain further credit 

and loans? 

 

A: Bankruptcy, regardless of 7 or 13, will harm your credit. The fact that 

you have filed a bankruptcy in a chapter 7 may be reported on your credit 
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history for up to 10 years. The fact that you have filed a chapter 13 

bankruptcy may be reported on your credit history for up to seven (7), and 

sometimes even as much as ten (10) years. 

 

    It is very difficult, and sometimes impossible, to obtain credit while you 

are in bankruptcy. While it may be possible though quite difficult to obtain 

credit while you are in a chapter 13 bankruptcy, the trustee and the 

bankruptcy judge generally disfavor incurring any additional debt while 

you are in chapter 13 bankruptcy. After all, credit is what got you into 

bankruptcy in the first place, and the court is very concerned about 

incurring any additional credit debt while you are in bankruptcy. 

 

    You may also face other problematic factors, such as having to pay 

higher interest rates, and creditors may require more down payment prior 

to financing your purchase. In addition, you may even be denied credit 

because you have filed bankruptcy. 

Q: Is hiring a bankruptcy petition preparer or a “paralegal” at a so called 

bankruptcy lawyer’s office to help me file my bankruptcy petition a 

smart move? 

A: No. Call Dana A. Ehrlich, a board certified specialist, and set up an 

appointment. Dana A. Ehrlich is a bankruptcy specialist who lives and 

works in San Angelo, Texas. He has lived in the Concho Valley and San 

Angelo, Tom Green County for many years. His practice is primarily 

consumer bankruptcy law and he is a board certified bankruptcy specialist 
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for Chapter 7 and Chapter 13. He may be reached at 325-655-535.  

Eligibility for Chapter 13 

To file chapter 13 you must be: 

• an individual (no corporations or partnerships) 

• have a regular income greater than your reasonable living expenses 

• have liquidated, unsecured debts not exceeding $336,900 and secured 

debts not exceeding $1,010,650 

A liquidated debt is one where the amount the debtor owes is known, or 

capable of easy calculation. For example, a loan is a liquidated debt; in 

contrast, the damages owing in an auto accident are usually unliquidated 

until judgment is entered. 

Eligibility for Discharge 

A “discharge” is a legal bar to the collection of debt. Even though you may 

be eligible to file a case, you may NOT be eligible for a discharge if you 

have previously filed a bankruptcy case. You are eligible for a Chapter 7 

discharge every 8 years. If you filed a previous Chapter 7 case, then you 

can get a Chapter 13 bankruptcy discharge, if it occurred more than 4 years 

prior to the filing of your new Chapter 13 case. If you filed a previous 

Chapter 13 case, then under the amended Bankruptcy Code, you can file a 

second Chapter 13 within two years of the filing of the previous Chapter 

13. 
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Exemptions 

Exempt Property is the property that you get to keep in a bankruptcy 

proceeding. Exempted property is property that the debtor is allowed to 

keep. There are two kinds of exemptions: those provided by federal law 

and those provided by state law. 

Which kind of exemption you get is determined by where you live when 

you file and where you lived within 730 days of filing your case. 

Exemptions are complicated and this is the main reason you should not try 

to file for bankruptcy without the aid of an attorney. You could end up 

losing your property that you thought was exempt. 

The following list is only a partial listing of Federal and State exemptions. 

In other words it is NOT all-inclusive. 

Partial Listing Of Federal & State Exemptions: 

Texas: the homestead exemptions include the following items: 

Real Estate 

An urban homestead consisting of the home or business, consisting of not 

more than the improvements and the 10 acres of land along with it; or if 

you live in a rural area, a rural homestead of up to 200 acres for a family or 

100 acres for an individual. You cannot have both a residence and business 

homestead. And, you still must pay your mortgage on a homestead if you 

want to the keep the homestead. 



Personal Property 

A family is allowed personal property of an aggregate fair market value of 

not more than $60,000.00, or if the property is owned by a single adult not 

more than $30,000.00, in the following items of personal property: 

a) The following personal property: 

1) home furnishings, including family heirlooms; 

2) provisions for consumption; 

3) farming or ranching vehicles and implements; 

4) tools, equipment, books, and apparatus, including boats and motor 

vehicles used in a trade or profession; 

5) wearing apparel; 

6) jewelry not to exceed 25 percent of the aggregate limitations 

($60,000 or  

$30,000 as the case may be); 

7) two firearms; 

8) athletic and sporting equipment, including bicycles; 

9) a two-wheeled, three-wheeled, or four-wheeled motor vehicle for 

each member 

of a family or single adult who holds a driver’s license or who does 



not hold a driver’s license but who relies on another person to operate 

the vehicle for the benefit of the non-licensed person; 

10) the following animals and forage on hand for their consumption: 

A) two horses, mules, or donkeys and a saddle, blanket, and 

bridle for each; 

B) 12 head of cattle; 

C) 60 head of other types of livestock; and 

D) 120 fowl; and 

11) household pets. 

In addition, the following personal property is exempt regardless of 

amount: 

1. Current wages for personal services, except for enforcement of 

court order child  

support payments; 

2. Professionally prescribed health aides of a debtor or a dependent of 

a debt; and 

3. Alimony, support, or separate maintenance received or to be 

received by the  

debtor for the support of the debtor or dependent of the debtor. 



Please keep in mind that these exemptions do not apply to the seizure by 

a secured creditor with a contractual landlord’s lien or other security 

interest in the property. In other words, if you fail to pay the rent on your 

home or apartment, the landlord can seize your property. 

More Exemptions in Other Kinds of Property 

In addition, unpaid commissions for personal services not to exceed 25% of 

$60,000 for a family and $30,000.00 for a single adult are exempt from 

seizure. 

Most retirement plans that are qualified plans under the Internal Revenue 

Code, including IRAs, are exempt, regardless of the amount contained in 

the plan. This would include stock bonus, pension, profit sharing or similar 

plans including retirement plans for self-employed individuals and any 

annuities or similar contracts, and any individual retirement account or 

retirement annuity or simplified employee pension plan. A person’s right 

to assets held in a government or church plan or contract is also exempt, if 

it qualifies under the applicable definitions of the Employee Retirement 

Security Act of 1974. Contributions to an individual retirement account that 

exceed the amounts deductible under the Internal Revenue Code are 

nonexempt, unless otherwise exempt by law. Nontaxable “roll-over” 

contributions under certain sections of the Internal Revenue Code are 

exempt. 

http://lawdana.com/bankruptcy_terminology/#secured_claims
http://lawdana.com/bankruptcy/?a=7
http://lawdana.com/bankruptcy_terminology/
http://lawdana.com/bankruptcy_terminology/


The FEDERAL EXEMPTIONS consist of the following items (remember 

that the amounts constantly change, so consult with an expert prior to 

relying on any numbers in this article): 

1. The debtor’s total interest up to $20,200 in value in property used as 

a residence of the debtor or a dependent. The residence may be either 

personal or real property. Accordingly, a mobile home, condominium 

apartment, or shares in a cooperative that owns a residence qualifies 

for this exemption. Burial plots also qualify for this exemption. 

2. The debtor’s interest up to $3,225 in value in one motor vehicle. 

3. The debtor’s interest in all household goods and furnishings, 

wearing apparel, appliances, books, animals, crops, or musical 

instruments held primarily for personal or family use by the debtor or 

a dependent. The exemption may not, however, exceed $525 in value 

in any particular item. This exemption may not exceed $10,775 in 

aggregate value. 

4. An interest in jewelry held by the debtor or a dependent for 

personal or family use. The total value of this exemption may not 

exceed $1,350. 

5. In addition to all other exemptions, the debtor may claim as exempt 

an interest in any property, including cash, not to exceed in value 

$1,075 plus up to $10,125 of any unused portion of the residence and 

burial plot exemption. 



6. The debtor’s interest up to $2,025 in value in implements, tools, or 

professional books used in the trade of the debtor or a dependent. 

7. Any unmatured life insurance policy owned by the debtor, 

regardless of value or face amount, other than a credit life insurance 

contract. 

8. Professionally prescribed health aids for the debtor or a dependent 

of the debtor. 

9. Many governmental benefits are exempt regardless of value. The 

debtor may claim as exempt a Social Security benefit, unemployment 

compensation, or a local public assistance benefit. A veteran’s benefit, 

as well as a disability, illness, or unemployment benefit, and alimony 

and support payments usually qualify as exempt property. 

10. Certain rights to receive income are exempt, but only to the extent 

that they are reasonably necessary for the support of the debtor and 

any dependent. This exemption applies to alimony, support or 

maintenance payments. It also applies to payment under a stock 

bonus, pension, profit sharing, annuity, or similar plan  

on account of illness, disability, death, age, or length of service. 

However, payment under a retirement plan is not exempt if the plan 

was established by or under the auspices of an insider who employed 

the debtor at the time the debtor’s rights in the plan arose, payment is 

on account of age or length of service, and the retirement plan does 

not qualify for certain deferred tax benefits. 



11. The debtor’s rights to receive several other types of payments are 

exempt. Included in this category are crime victim compensation 

awards without limitation. If the debtor was dependent on another 

person who is deceased, the debtor’s rights to life insurance proceeds 

and wrongful death payments relating to the decedent are exempt to 

the extent reasonably necessary for support. If the debtor suffered  

personal bodily injury, payments arising from the injury are exempt 

up to $20,200, but this exemption does not cover awards or 

settlements for pain and suffering, loss of past wages, medical 

expenses, or other pecuniary loss. However, to the extent necessary 

for support, payments for the loss of future earnings are  

exempt. 

Notice that there are monetary limitations on several of the bankruptcy 

exemptions. It is important to emphasize that these limits apply to the 

debtor's equity in the property. If the property is worth more than the 

exemption and the liens, then a chapter 7 trustee may liquidate the 

property for the purpose of realizing the excess value over and above the 

exemption and any liens on the property for the benefit of the estate. 

Liens 

A lien is a claim on property for payment of a debt.  There are several 

different types of liens, some of which may be avoided in 

bankruptcy.  Some, however, will keep their status as secured debts.  Some 

liens are familiar to most consumers, such as mortgages, home equity loans 
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and car loans.  However, there are other types of liens that may be less 

familiar to the average consumer, which may create secured debt without 

the debtor even being aware of it. 

Purchase Money Security Interests 

These security interests are lien rights that the seller retains in the goods 

purchased when the seller finances the purchase.   The lien can be created by a 

specific written agreement or may arise when the item is financed on the 

seller's revolving credit plan or store credit card.  This kind of lien does not 

have to be perfected by the usual filing of a UCC financing statement.   

In theory, if the buyer discharges his personal liability on the debt through 

bankruptcy, the seller retains the right to reclaim the goods.  Typically, 

furniture and appliance stores use credit plans that give the seller a 

purchase money security interest in the goods purchased.  

What about a credit card? 

A credit card is an unsecured debt.  If you buy the same goods using a Visa 

or MasterCard (credit provided by a lender other than the seller), you get 

clear title to the goods and the credit card company doesn’t have a 

lien.  Even if you discharge your liability on the credit card, the goods 

charged to the card are yours, free and clear. 

It is our experience that creditors with purchase money security interests in 

small household consumer goods almost never file suit to enforce their 

interest in the goods. They are not really interested in the goods.   They rely 
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on the debtor's fear of repossession to "encourage" debtors to pay for things 

with little present market value. 

Judgment Liens 

Usually a judgment does not, in and of itself, give the judgment creditor a 

lien.  The creditor must usually take an additional step of filing or 

recording the judgment with the CountyClerk to create a lien on the 

judgment debtor's real property.   

In Texas, recording an abstract of judgment with the CountyClerk gives the 

judgment creditor a lien on all of the debtor's real estate in the county.  But, 

a judgment lien never attaches to a valid Texas homestead. 

In analyzing a debtor's situation for bankruptcy planning, it is important to 

know if judgment liens have been perfected, since secured debts are totaled 

separately from unsecured debts in calculating the debtor's eligibility for 

Chapter 13.   Judgment liens may be avoided if they impair exemptions; in 

Chapter 13 they can be stripped down to the value of the assets to which 

the lien attaches. 

Tax liens 

The recordation of a federal and state tax lien perfects a lien on all of the 

taxpayer's property, real and personal.  It is a statutory lien, so cannot be 

avoided as a lien impairing an exemption under § 522(f), but can be 

stripped off in Chapter 13 if there is no equity in the property for the lien to 
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attach.  In some cases, it may attach even to retirement savings and 401(k) 

plans that are beyond the reach of other creditors. 

Sales of Property Subject to a Lien 

It is illegal to sell property that is mortgaged at a bank or is subject to a 

valid lien.  Since the lender has rights in the items themselves and in any 

proceeds from their sale, the borrower is not free to sell the asset and 

pocket the proceeds or even spend the proceeds or pay other business 

debts.  Spending the sales proceeds without the lender's permission may be 

fraud,  which is not dischargeable under 11 U.S. C.  523, and may also be a 

crime.  You could jeopardize your case by doing so.  Don’t ever sell the 

bank’s collateral without their consent or payment of the bank’s debt in 

full, immediately upon the sale. 

Creditor Harassment 

Certain collection activities are governed by the Fair Debt Collection 

Practices Act. This is a federal law protecting debtors against false, 

deceptive, misleading, unfair or unconscionable methods of debt collection 

by bill collectors. Examples of illegal debt collection acts are: 

1) Represent or imply that nonpayment will result in arrest or 

imprisonment 

2) Falsely represent that you have committed a crime 

3) Communicate with your boss or supervisor about your debt by 
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asking them to  

pay your debt 

4) Call you at home during unreasonable hours (before 8 am and 

after 9 pm, debtor’s time) 

5) Communicate at all with you if you are represented by an attorney 

In addition, once a creditor has received notice of bankruptcy proceedings, 

they are forbidden by law to have any further contact with the debtor(s) in 

any form, written or verbal. 

If you are being harassed by a creditor, you may take the following actions: 

1.  If they are calling you at work and your employer has a policy 

against taking personal calls at work, then get the name and number 

of the person calling. Ask them to identify themselves and get their 

number. Then tell the creditor: “My employer does not allow calls at 

work. Do not call me anymore.” 

2.  If you’re being harassed at home, the best way to handle it is to 

either get an unlisted number or a caller ID and answering machine. If 

you insist on answering all of your calls, and if you are being harassed 

at home, keep a record of all calls. Write it down in a spiral notebook, 

get the name and phone number of the person calling, the date and 

write it down. 

3.  If anyone is abusive, get their name and number and write it down. 



A recording of the call is the best evidence of abuse, if you are able to 

record the call. It will usually be your word against theirs in the event 

of a dispute. 

4. The best way to stop creditor harassment is file for bankruptcy 

relief. Dana A. Ehrlich will STOP all creditor harassment and get 

an automatic stay against all creditors from further calls, letters, suits 

and collection activity. 
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