
	
Waiting WILL NOT MAKE THE PROBLEM GO AWAY, IT WILL ONLY MAKE IT WORSE! 

IF YOU WANT TO IMPROVE YOUR FINANCIAL SITUATION, 
CALL US TODAY AT 248-417-9800 TO SCHEDULE A FREE CONSULTATION 

Who should I pay first? 
Should I file bankruptcy?  Will it help? 
Do I have enough debt to qualify for bankruptcy? 
What will happen if I don’t file bankruptcy? 

 
 

Will I lose my home? Car? Other property?  
How will filing or not filing affect my credit? 
Will filing bankruptcy affect payments that I already made? 

	

 
 

KNOW YOUR OPTIONS 
 

9 QUESTIONS TO ASK 

IF YOU ARE HAVING FINANCIAL PROBLEMS 
  
 

If you are facing a pending foreclosure, repossession of your car, a wage or bank 
garnishment, back taxes or you simply want to escape from under a mountain of debt, it is 
important to speak with a competent attorney and ask the right questions -- including what 
you should do to help yourself and whether or not to seek relief by filing bankruptcy.   

In order to help you analyze your options, we prepared this pamphlet with the important 
questions that you need to consider when deciding how to improve your situation -- including 
whether or not to file bankruptcy.  If you decide that filing bankruptcy is your best option, the 
answers will help you prepare your case. 
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Pursuant to 11 USC §528 we are required to state that we are a debt relief agency. We help people file for bankruptcy relief under the Bankruptcy Code. 
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1. WHO SHOULD I PAY FIRST? 
This is a question that we get all the time.  “I owe a lot of money and don’t have enough to make the 
payments … who should I pay first?”  Unfortunately some collection companies are so aggressive about 
“unsecured” debts (such as credit cards and medical bills) that they make you think that you must pay 
them immediately or suffer severe consequences. Often people are frightened by these tactics and, due 
to the pressure imposed by the collection companies, they pay these bills instead of paying their 
“secured” debts (such as the mortgage and car payment). This creates multiple problems. 

For most people, the two most important assets that they own are their home and their car.  Thus, 
mortgage debts and car loans should be paid first.  A car loan creditor can repossess your car, without 
notice, even after one missed payment.  If this happens you will lose your car and you will still be 
responsible for any amount that you still owe on the car after the car is auctioned off -- usually for much 
less than it is worth.  While a mortgage company may not be able to foreclose as quickly, arrearages 
and late fees can significantly increase what you owe and make it very difficult to catch up.   

As a general rule, it is more important to pay your secured creditors so you can keep your car and home, 
as opposed to paying unsecured creditors who, at best, can sue you to attempt to obtain a judgment 
against you.  However, if that occurs you will be able to defend against it and, most likely, work out a 
deal with the creditor.  Alternatively, you can seek to discharge unsecured debt by filing bankruptcy.  If 
you ultimately decide to file for bankruptcy, the money paid to your unsecured creditor might as well 
have been thrown in the trash. Meanwhile, you will still have to catch up on your secured debts if you 
want to keep your property.  Thus, if you have a choice, you should always pay your secured debts, even 
if you have to neglect the unsecured ones. 

2. SHOULD I FILE BANKRUPTCY?  WILL IT HELP? 
This is the “million dollar question” that you will have to decide. The short answer is “it depends on your 
situation.”  The long answer is “you need to consult with a competent bankruptcy attorney who will 
review your situation, explain your options (including the pros and cons of filing a bankruptcy) and make 
a recommendation.  Then, you, and only you, have to make the final decision based on your needs, what 
you can afford and what you stand to lose.  Once you analyze the benefits and risks, you should be able 
to make a wise decision.  

3. DO I HAVE ENOUGH DEBT TO QUALIFY FOR BANKRUPTCY? 
Many people mistakenly assume that they have to have a certain minimum amount of debt in order to 
file bankruptcy. This can lead to them needlessly waiting before they file.  However, this is not the case, 
as there is no minimum amount of debt required to file.  Rather, the bankruptcy laws recognize that 
what may seem manageable to one person may be too much for another.  The rule of thumb that every 
person should apply is:  Can you pay off your debt in a reasonable time frame without bankruptcy 
assistance?  Can you afford to make your debt-related payments each month without hardship and 
without neglecting a necessary payment? These answers will determine whether or not your debt is high 
enough. 
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6. WILL BANKRUPTCY GET RID OF ALL OF MY DEBTS? 
While bankruptcy will discharge most of your debts, unfortunately, bankruptcy may not discharge ALL 
of your debts.  This means that, before filing, you need to examine your list of debts to determine which 
debts are and are not dischargeable.  Student loans are the best example of a debt that usually cannot 
be discharged.  Other debts that are usually not dischargeable are child support and alimony (spousal 
support).  Additionally, any debt that is owed because of criminal behavior, such as a court ordered 
restitution is not dischargeable. 

Depending upon the circumstances, taxes owing may or may not be dischargeable.  For example income 
taxes are dischargeable in a Chapter 7 if you filed your tax return for the year in question at least two 
years prior to filing bankruptcy, the IRS assessed the tax at least 240 prior to filing bankruptcy and the 
tax debt was originally due at least three years before you filed.  Even if the taxes are not dischargeable 
in a Chapter 7, you can still get a court-ordered repayment plan in a Chapter 13. 

7. WILL I LOSE MY HOME?  CAR?  OTHER PROPERTY?  
When deciding how to deal with difficult financial circumstances, one of the most important things you 
need to consider is whether or not you will be able to keep your property -- your home, your car or other 
important personal property.  The answer to question will depend on your particular situation. 
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Without a bankruptcy, a lender who has a lien (such as a typical car loan or home mortgage) on an 
asset has the right to take back and sell the asset if you don’t pay the bill.  If you owe money on 
unsecured debts (such as credit cards and medical bills) the creditor can sue you, obtain a judgment and 
then attempt to collect by garnishing your wages or your bank account or even repossessing your car if 
there is no lien on it.  Under Michigan law a judgment creditor can also file a Notice of Judgment Lien 
that you would have to pay if you sell the property or refinance. 

In most cases, if you file bankruptcy, you will be able to keep your property.  Section 541 of the 
bankruptcy code provides that, as soon as you file bankruptcy, all of your property becomes part of 
what is known as the “bankruptcy estate.”  Think of the “bankruptcy estate” as a giant container that 
holds all of your property.  An individual debtor is then able to remove some “exempt” items from the 
container, such as personal clothing and household goods, some equity in a house or a vehicle, as well as 
retirement savings (like a 401(k) or a pension).  In many cases an individual debtor is able to exempt all 
of his or her assets in what is called a “no-asset case.”  In a Chapter 7 case, any remaining assets (that 
are not removed from the container) can be sold by the Chapter 7 Trustee, with the proceeds used to 
pay creditors a pro-rata share of their claim for what is owed — after the Trustee first takes a 
percentage of what is collected.  If you have “non-exempt” assets, you can still file a Chapter 13 
repayment case and keep your property. 

8.   HOW WILL FILING OR NOT FILING BANKRUPTCY AFFECT MY CREDIT? 
One of biggest concerns that most people have about filing bankruptcy is how it will affect their credit 
in the future. While record of a bankruptcy filing will appear on your credit report for seven to ten years, 
most people will actually improve their credit after filing bankruptcy as, if you receive a Chapter 7 
discharge, you will have much less debt.  If you complete a Chapter 13 repayment plan it will 
demonstrate that you are a good credit risk because you actually repaid your debt.  While getting a 
conventional home loan may two or three years after your bankruptcy case has closed, this is a pretty 
reasonable time frame all things considered.  Car loans are much easier to get after the case has closed 
and many people receive numerous credit card offers while they are in bankruptcy.  Ultimately, it is up to 
you to determine how to rebuild your credit by making the right decisions.  If you do, you will be able to 
rebuild your credit before you know it. 

9.  WILL FILING BANKRUPTCY AFFECT PAYMENTS THAT I ALREADY MADE? 
One of the most important things to consider prior to filing a Chapter 7 discharge case is whether or not 
you repaid any money to any of your friends or relatives within the “preference period” prior to filing 
bankruptcy.  In short, if you repaid more than $600 to one of your friends or relatives and then, within 
the “preference period” you file a Chapter 7 bankruptcy, the Chapter 7 Trustee could sue that person to 
get the money back from him or her.  This will likely force them to repay all or part of the money and/or 
cause them to incur substantial attorney fees to fight the Trustee.  (If you need to file bankruptcy right 
away and are concerned about preferences, you can always file a Chapter 13 and avoid this problem).  
Thus, before filing bankruptcy, you need to discuss payments that you made to you friends and relatives 
to make sure that they will not be affected if you file. 




