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JUDGMENTS & LIENS 
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In a world that is increasingly dependent on credit, it is 

easy for people to become overburdened by debts that seem to 
have gone out of control. A business decision gone bad, a family 
health emergency, or a loss of job can all put enormous financial 
strains on individuals. Debt obligations that once seemed 
manageable can quickly spiral downward to staggering amounts. 
Before deciding the best strategy in dealing with debt, it is 
prudent to understand the two most common types debt 
obligations and the options in dealing with debt. Note: the 
following is general information and competent legal advice 
should be sought to address specific situations. 
 

One of the most common type of debt that can become a significant issue is a 
judgment. Generally, most people pay judgments that are entered against them since non-
payment seriously affects their overall credit history and they want to avoid being subject 
to unpleasant collection activities by collection companies or attorneys. In most states, a 
creditor can engage in demands for information on a debtor’s sources of income and 
assets after they have secured a judgment against the debtor. The most common tactic 
used by creditors to get payment on outstanding judgments is to garnish an individual’s 
wages or bank account. For businesses that owe payment on judgments, creditors utilize 
the sheriff’s office to enforce judgments by seizing the machinery, equipment, inventory, 
or any other assets that a business may have. It is important to note that a creditor who 
secures a judgment against a debtor in one state but wishes to enforce the judgment 
against the debtor’s property located in another state must record the foreign judgment in 
that state before taking steps to enforce it.  
 

Another common type of debt is a lien against a specific property. Basically, a 
lien is a claim that a creditor has against a certain property. Many creditors that are 
granted a judgment against a debtor by a court then proceed to filing a lien against the 
debtor’s property, such as real estate. The filing is done through the local land records 
office in the county where the debtor owns real property. In the event that the debtor sells 
or refinances the property, the lien may be paid out of the proceeds. It is important to 
understand that a creditor is not entitled to get paid immediately after filing the lien. 
Filing a lien creates a standing for the creditor to get paid in the event that the property is 
sold or refinanced. Therefore, it may be months or years before a creditor can get paid on 
a pending lien. Even then, a creditor risks the chance that the pending debt may never be 
paid if there is insufficient money available from the sale/refinance proceeds. If the 
debtor also owes money on a mortgage which ends up in foreclosure, the lien holder 
creditor may not get paid if there is not enough equity in the property. Further, 



homeowners in certain states are protected by homestead exemptions which allow 
homeowners the right to exempt from collection a share of the equity in their home. If 
there is a forced sale, then all outstanding mortgages get paid first, and the lien holder 
creditors get paid in the order that the liens were filed, subject to the homestead 
exemption.  
 

In the event that judgments and/or liens are filed against you, there are several 
options to consider. First, the assistance of a credit counseling service can be obtained to 
help resolve the situation in an amicable manner. Many states have agencies that offer 
free services to help consumers deal with debt obligations against creditors. A word of 
caution: there are many companies that advertise themselves as credit counselors but are 
little more than scams. If a company demands unreasonable non-refundable fees or 
makes promises that seem too good to be true, caution should be exercised to avoid 
further financial liability.  
 

Second, many attorneys offer services that include negotiating settlements of 
outstanding debt obligations through smaller lump sum payments, reasonable periodic 
installment payments, or deferring payments on debt obligations for a certain time period.  
 

Third, consolidating certain debts to avoid wasting money on high interest 
rates/fees is an option. If several debts are incurring high interest rates that make monthly 
installments unmanageable, consolidating the debts to a lower interest rate may make the 
monthly installment affordable and enable the debtor to eventually pay off the debt 
obligations. 
 

Fourth, if the debts get too high, bankruptcy filings should be considered.  For 
business owners, sole proprietorships, corporations, and partnerships that wish to 
continue the operation of the business but avoid liquidation, filing a petition under 
Chapter 11 of the U.S. Bankruptcy Code should be considered. Filing a petition under 
Chapter 11 allows the debtor to reorganize the business and its obligations by reducing 
the debts or by expanding the time for repayment of the debt obligations. Individual 
debtors and sole proprietors may also consider filing a petition under Chapter 13 of the 
U.S. Bankruptcy Code that allows debtors the opportunity to save their homes from 
foreclosure by entering into a payment plan with their creditors.  
 

Prior to considering bankruptcy as an option, it is important to note that a 
bankruptcy proceeding can be extensive and costly. Also, certain debts cannot be 
eliminated through a bankruptcy proceeding. Specifically, outstanding child support 
obligations, tax debts, and student loans are generally not eliminated by filing for 
bankruptcy, although certain exceptions do exist. Further, the bankruptcy laws were 
amended in 2005 resulting in stringent requirements for filings that made it more difficult 
for consumers to have their debts discharged through bankruptcy proceedings.  
   
 If debts become excessive and unmanageable, it is prudent to seek the advice of 
professionals who can help sort through the accounts and acquire reasonable solutions. 
 
 



 
 

  
 
 

  


