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THE LAW & YOU 

 
DROWNING IN DEBT? HERE’S SOME HELP 

By: Bijal M. Jani, Esq. 
 

 
Do you have too many bills that are overdue? Are your 
interest payments out of control? Is your landlord or 
mortgage bank threatening you with eviction or foreclosure? 
Here are some helpful suggestions to help you gain control 
over your debts. 

 
First and foremost, do not let your financial debts 
overwhelm you. Being stressed out, losing sleep, or lashing 
out angrily will only cause you and your family to suffer 
additional mental and physical turmoil. The key to working 
your way to resolving excessive debt problems and regaining 
financial stability is to organize and restructure your debts. 

Once that is accomplished, a financial plan must be developed to regain financial 
stability. 

 
Like most people in America, you probably enjoy the benefits of material goods and 
possessions through payments on credit. But, if you have too many accounts to pay 
off and limited income, it must be determined which debts must be paid as priority, 
and which debts can be restructured or eliminated. 

 
Obviously, payments for your monthly food, housing, and medical expenses must be 
allocated as a priority. Try to cut back on your monthly food expenses by 
purchasing only what is needed and by cooking your own food rather than eating 
out at restaurants. Ask yourself: is my $6 cup of coffee at a gourmet coffee shop, 
which adds up to $168 monthly, a necessity or a luxury? Your housing expense may 
be decreased by either downsizing the living arrangements or refinancing the 
mortgage for a lower interest rate. Generally, a refinance transaction allows the 
debtor to pay off one or more debts by getting a new loan from a bank. Since the 
refinance transaction is secured with collateral such as real estate, it is vital to 
review any and all documents in the transaction offered by the lender before 
entering into an agreement. All prospective refinance customers should beware of 
bait-and-switch interest rate offers and hidden closing costs. And while you cannot 
avoid paying utility bills for heat, water, and electricity, you can offset monthly 
housing expenses by eliminating unnecessary expenses such as cable/satellite 
television programs, magazine subscriptions, and internet access fees.  

 
If you lease or own a car, consider a lease-swap or selling your car for something 
less expensive and more gas efficient. In the event large amounts of unpaid taxes are 
owed to the Internal Revenue Service, it is a good idea to utilize the services of an 



accountant or attorney who can negotiate a reasonable repayment plan rather than 
have your house or bank account seized.  

 
Lastly, though payments on unsecured debts such as credit cards and personal loans 
are important for your credit rating and personal relationships, these are not 
critical to ensure your basic necessities and therefore can be paid as early as possible 
after the other debts are paid.  

 
Once all the outstanding debts are organized and prioritized, a valuable tool in 
reducing overall unsecured debt may be to have an attorney negotiate settlements of 
the debts with the creditors. Since many people are unfamiliar with the rules and 
procedures of the Fair Debt Collection Practices Act, it is advisable to retain the 
services of an attorney who can negotiate and secure low settlement amounts on 
large outstanding debts. Such settlements help resolve burdensome debts and 
improve a person’s overall credit rating, while avoiding the expenses and negative 
long-term consequences of filing bankruptcy. Also, debt settlements do not affect 
future rights to file for bankruptcy, while some bankruptcy discharges prevent a 
debtor from filing for bankruptcy again. 

 
A warning must be declared for using the services of “credit counselor” companies. 
These companies generally charge substantial fees that are to be paid before any 
work is done and usually do not obtain favorable results for the debtors. Many of 
these companies are simply operating scams and tend to “disappear” with the 
customer’s money and credit information.  Similarly, caution should also be 
exercised when the services of “credit repair” companies are advertised. While 
many of them promise to “clean your credit” or secure “a new beginning”, it is 
important to note that you can remove incorrect information from your credit 
report yourself under the Fair Credit Reporting Act and that no one can legally 
remove information on your credit report that is negative but correct.  
 
The last option to restructure or eliminate overwhelming debt is to file for 
bankruptcy. Filing for bankruptcy involves lengthy filing procedures and adherence 
to numerous rules and regulations as to what debts may be discharged and which 
assets may be protected. Generally, there are three main types of bankruptcy filings. 
The first, Chapter 7, is liquidation bankruptcy for individuals and businesses. By 
filing Chapter 7, some of the assets of a debtor may be sold to repay outstanding 
debts, while certain unsecured debts are forgiven. Property that is exempt such as a 
car and personal property are not utilized to pay off the debts. Chapter 11 
bankruptcy is generally used by businesses undergoing financial strains by 
reorganizing their assets and liabilities to achieve financial stability. Chapter 13 
filings are utilized by individuals who have verifiable sources of income that can be 
used to repay shares of the outstanding debts.  Filing for Chapter 13 requires a 
repayment plan that details the manner and amounts in which the outstanding 
unforgiven debts will be paid off in the upcoming years. The amounts and time 
period are dependent upon the debtor’s earnings, the amount of debt, and the 
number of creditors.  



 
The Bankruptcy Abuse Prevention and Consumer Protection Act of 2005 brought 
about many important changes to the rules and regulations governing bankruptcy 
filings. Some of the critical changes include mandatory credit counseling for 
bankruptcy applicants, provide tax returns and proof of income, stricter eligibility 
for Chapter 7 filings, and fewer “automatic” stay protections.  

 
It is important to note that bankruptcy filings may not eliminate certain kinds of 
debts, including credit card debts, medical expense debts, child support and/or 
alimony debts, or unpaid taxes. Bankruptcy filings may also hinder your chances of 
securing future credit at favorable rates since creditors may be skeptical of your 
assurance to repay future debts.  

 
If you have problems gaining control of your debts, contact a licensed professional 
such as an attorney to help you resolve the problems and regain financial stability.  

 
 
 


