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ÉHow successful your bankruptcy is depends upon 
the strategies you use in filing.  Planning, timing, 
and other factors allow you to maximize your 
exemptions and to discharge the most debt in your 
filing, just like filing tax returns

ÉJust like planning your tax exemptions, 
reasonable planning in bankruptcy is not illegal. 

ÉOur objective is to educate so your bankruptcy 
goes smoothly and the client does not violate any 
of the rules while achieving the maximum return

ÉHere are four possible proper legal strategies that 
allow you to restructure there are many others:



Mary and Tim have a home worth $100,000 with a 
predatory 1st Mortgage of $125,000, plus credit card 
debt. They have an income of $40,000, which makes 
the mortgage far above the normal rate.
In such a case, it is impossible to refinance the home 
at a normal interest rate.   They could stop making 
payments, live in the home for 6 months until the 
mortgage company files a foreclosure, then file an 
answer and live in the home for another 6 months. 
They can then file bankruptcy and live in the home 
another 6 months, rent free, instead of immediately 
filing bankruptcy and having to pay rent.  



ÉBill and Sue owe a $30,000 dollar income tax 

debt from 5 years ago that was assessed just 6 

months ago.  They want to file immediately.

ÉBy waiting until at least 240 days after the taxes 

were assessed, they can discharge income tax debt 

that is at least 3 years old.  So in 2008 they could 

discharge 2005 taxes, but not 2007 or 2006.

ÉKnowledge, timing, and planning allow you to  

file effectively and discharge debts that would 

otherwise not be discharged.



ÉJoan bought a $40,000 Chevy six months ago 

when she made $100,000.   However, her job  

went bust unexpectedly and now the auto is 

only worth $20,000. She now makes $30,000 

but, she needs the auto for work.

ÉShe could file a Chapter 7 and redeem 

(purchase the auto from the bank) for $20,000.  

There are even lenders that would finance the 

car while she is in bankruptcy.   She doesnôt 

have to lose her auto.  Debtors rarely lose 

property to the court.   They sometimes lose 

property by not paying for it. 



ÉJohn has been near-sighted for years.  He has 

$15,000 in his bank account and no real estate.  

He would lose $5,000 of this if he files 

bankruptcy as he is limited to $10,000 in 

liquid assets.   He pays  $5,000 for his eye 

surgery rather than lose it to the Trustee

If you would lose an asset by filing you may 

spend it instead prior to filing on necessary or 

reasonable expenses.  However, donôt convert 

one asset into another non exempt asset.  



In 2005 several minor changes happened to the 

bankruptcy code.   Essentially Debtors now:

1. Must supply documentation 

2. You cant file as often. Repeated filing was limited.

3. Attend a class prior to filing and after filing

4. If Debtors can afford about $150 monthly in a 

Chapter 13, they are required to file a 13. This is 

based on a ñMeans testò of their prior six months 

income and necessary expenses. 

5. Must file more accurate petitions.  Higher costs 



After 2005 Debtors now:

1. Exemptions were increased in Kentucky.  The 

Federal exemptions allowed Kentucky debtors to 

about 4 times more real estate.  

2. All petitions are reviewed. Inaccurate petitions 

can cause an audit and petitions are reviewed by 

the Department of Justice for accuracy.

3. Debtors can now have a lower repayment in a 

Chapter 13 but plans must be proposed in ñgood 

faithò and repay as much as is possible.  



1. Filing Fees in 2008:   Chapter 7 $299.00 Chapter 13 
$276.00

2. Approximate Chapter 7 Attorney fee Chapter 7 
single person $1,000, Joint couple $1,200

3. Chapter 13 Attorney fees are about $2,500 in 
Western Kentucky and 3500 in Eastern Kentucky to 
get a Chapter 13 to confirmation but it is paid from 
the payments you pay to the court from the fees paid 
to creditors.  

Normally the amount saved by using an attorney will 
more than equal the cost.   However notice that an 
attorney profits more from placing you into a Chapter 13 
than from a Chapter 7.   Be certain that filing a Chapter 
13 is required, feasible and best for you. 



Bankruptcy is proper when you either

1. Owe more than you own or:

2. Can not pay your bills as they become due

The filing of a Bankruptcy petition mainly 
involves an accounting cash flow statement 
(budget) and a balance sheet (statement of assets 
and liabilities) to show your ability to repay and 
if any assets are available.  People rarely lose 
property unless it is because they fail to pay for it 
or the property has excess equity.


