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Bankruptcy is easier now — maybe too easy?

By RICKSLUDER

S!uwujustoutolunhoapnul her small business
hldjunflﬂed and she had just found herself liable for
a loan she had co-signed. Mary was drowning in debt,
‘anm(ortheonlym;pmvuﬂnmshe

H “It was the only way I could see to keep my house,”
shie said. “I didn’t know much else about it. I didn't

arrangement
!nlhwyelﬂ,ﬁwmbedabtlree
sense, Mary is a victim of a federal law
dulgmdtohelpmlellleha the Bankruptcy Re-
‘Had Mary filed before the law went
almost all
rules of

tomActo(lm
effect Oct. 1, 1979, she would have

renlt, some critics of the law, is that today
hlnh\lpwyllloomy too inviting. It is no longer a
last resort. And debtors are blindly rushing in, not
thinking about what it will mean next year, the next
ﬂmanwlunl.lmum,mmumnmhhheek-

ons.
Some state legislators, 'ltllannodtoa‘dllonwho
oomphlntheylnumoneywuh ch bankruptey, aj

agree. Two bills were introduced in the Legix-
lature hn week that would exempt North Carolina
from the liberal law. Unless new state bank.

Aprob.bhllmrhlhehml fl!uhl.h'luﬁllg
number of bankruptcies in
Dlm'tcto(NﬂnhClrollnnilnutheledenlllwhn
been in force. In 1979, hunhuptcie:numberedlm.
1880, the number was 2,

Under the state law in effect before the federal code
pre-empted it, debtors filing personal bankruptcies
were allowed to keep only $1,000 in real property and
mhpmunalpmpmy.i‘verymm‘dlewmtmpay

an.und;rmuhmmuchmmtunbmk
ruptcy code — the section covering, so-called
"lh‘alght" personal bankruptcies — the can
kupﬂ,swlnhnmeeqlllly,ﬂminwequhy $500 in
kwdl'v,flsﬂlnmh generally those needed for work)

age of his debts over an worked out by
court. He is allowed to keep all the per-
vaertymeuarywmﬁntbephn , which
gum(requenuylmwwmun property, peri-

Economy forces many to file

es.

A. Thomas Small, vice presi-
dentnndwunlelltl"wunhn
National Bank, also thinks the
profile of a candidate for bank-

ruptey has changed.

““It used to be, a person would
bopmdue(lnbﬂlp-ymu) for

a few months, and
bankru, petl wmlng,"
. “But now it's people

who are current on their debts,
peop!? with terrific credit rat-

Tl;u'lmdlstunningdfectm
banks, he said. At First Union, for

was a to n
1979, Small said, “‘the percentage
was S0 we didn't
keep a record.”

In one case, Johnson nld. aper-
son charged a purchase the day
after the court received his bnnk-
ruptey papers.

What accounts for the change?
Different penrph have different

theories. Some blame the liberal-
iud ledﬂ'll blnkruptcy law.

e atornere’ advertiing tat
tempts a debtor into bankruptcy

before he considers other options.
Some blame more sophuuu
bankruptey v‘;‘l:nm e
und D. C. Bank-
ers Association lttormy said he
thlnh it’s probably a combination
factors.

““The means are available and
you can protect more property,”
Aycock said. “‘People l:emmm
can't really blame them ory&
hwyenfnrukh(ldvmuoul
law that's in

2

prices.
— RICK SLUDER

Edmund D. Aycock, counsel to the N.C. Bankers As-
sociation, said the state’s bankers realize the old $1,000
and $500 exemptions are too low, but they also believe
the federal exemptions are too high.
m‘;klt"l.l“}monmlncennvelogolmobmknmy"u

“The exemptions are excessive. The exemptmnl‘

have no economic or realistic base in North Carolina ....
. They literally let a person file bankruptcy yet remain
very comfortable, or more comfortable than he should
be at the expense of legitimate creditors.”

That's what irks bankers and other creditors: The

paymg as. much as they are able on \eglthm!ely in-

Bu! that is seldom the case, said Frank Allen, a Ra-

opposite

"Monoimepwphllulkwlthwantlapaythzlr
debts. They’ve done everything they can do, but they
can’t work it out.”

4 o
‘Their plight usually results from many factors, he 4
said. Among them are the poor economy, easy credit
e X

lnduneoopernlvecmdlmnwhowon'lbendnlluor

ter other options fail.

Even then, Allen said, the majority of his clients file

against
mpuyhmdgvmungmd to many, surprising so-
cial effects stemming from a ruined personal credit

iple, counseling service's debt manage-
ment program, which disburses a client's available
sometimes gets a client
‘who is unwilling to budget or make the sacrifices he

rating.
For example, the

funds to creditors over time,
‘must to become debt-free.

“They say, ‘Why should I bother when I can file

only af-

bankruptey?’ " Ms. Evans said. But to anyone familiar
with financial workings, the reason they should bother
clear.

ajob?”

she said.
loan. You'llwdn never buy
relief right now, mthwwﬂllumctyounveyun
down the road when you try to rent a place or try to get

Since family troubles often follow financial troubles,
it's not unusual for a bankruptcy to spark a marital

split, too, she said.

A straight bankruptc;
it record for 10 years, said a
Bureau of Raleigh. A Chapter 13 action is reported for
seven years from the time the debtor settles with credi-
tors.

And the trouble often follows a person for a long time.
'y remains on an individual's cred-
for the Credit
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