POSITION PAPER ON BANKRUPTCY

PERIMETER CHURCH
No where in the Bible is the concept of bankruptcy addressed. This is not surprising as bankruptcy, as we know it, is a relatively new phenomenon having evolved over the last 400 years. In Biblical times when people were unable to pay their debts, their possessions were taken in lieu of payment, family members were sold into slavery, or in some instances, debtors were thrown into prison until the debt was paid in full. However, this was not God's plan but man's heartless method of dealing with those in debt.

God's plan for dealing with those in debt shows His compassion, not His wrath and included the following:

1. God encouraged his people to give generously especially to the poor .
Deuteronomy 15:7-14, Psalm 37:21, Luke 12:33, Acts 21:35

2. God encouraged his people to lend freely to those in need. 
Psalm 37:26, Psalm 112:5, Luke 6:34-35

3. God condemned usury (excessive interest) and in some instances lending with interest altogether. Exodus 22:25, Deuteronomy 23: 19-20, Psalm 15 :5

4. God instituted the Old Testament law of forgiving debt every seventh year .

Deuteronomy 15:7-14
5. God instituted the Year of Jubilee. Every fiftieth year property was to be returned to the original owner. Leviticus 25: 10- 30
Although God warns us time and time again not to go into debt, He does not condemn those who borrow. There is no example in the Bible where God deals harshly with those in debt. In fact, there are specific examples in the Bible where compassion is shown for those heavily in debt. Nehemiah 5: 1-12 tells the story of Nehemiah coming to the assistance of those who were forced into selling their children into slavery to get enough food to eat.
" Now the men and their wives raised a great outcry against their Jewish brothers. Some were saying, "We and our sons and daughters are numerous; in order for us to eat and stay alive, we must get grain."
____________________________
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Others were saying, "We are mortgaging our fields, our vineyards and our homes to get grain during the famine."  
Still others were saying, "We have had to borrow money to pay the king's tax on our fields and vineyards. Although we are of the same flesh and blood as our countrymen and though our sons are as good as theirs, yet we have to subject our sons and daughters to slavery. Some of our daughters have already been enslaved, but we are powerless, because our fields and our vineyards belong to others." 

When I heard their outcry and these charges, I was very angry. I .pondered them in my mind and then accused the nobles and officials. I told them, "You are exacting usury from your own countrymen! So I called together a large meeting to deal with them and said: " As far as possible, we have bought back our Jewish brothers who were sold to the Gentiles. Now you are selling your brothers, only for them to be sold back to us!" They kept quiet, because they could find nothing to say. So I continued, "What you are doing is not right. Shouldn't you walk in the fear of our God to avoid the reproach of our Gentile enemies? I and my brothers and my men are also lending the people money and T' grain. But let the exacting of usury stop! Give back to them immediately their fields, vineyards, olive groves and houses, and also the usury you are charging them -the hundredth part of the money, grain, new wine and oil."

"We will give it back," they said. " And we will not demand anything more from them. We will do as you say." 
Again God’s compassion is shown through the prophet Elisha in the story of the widow’s oil in  2 Kings 4: 1- 7.

The wife of a man from the company of the prophets cried out to Elisha, "Your servant my husband is dead, and you know that he revered the lord. But now his creditor is coming to take my two boys as his slaves." 
Elisha replied to her, "How can I help you? Tell me, what do you have in your house?'
"Your servant has nothing there at all," she said, "except a little oil." 
Elisha said, "Go around and ask all your neighbors for empty jars. Don't ask for just a few. Then go inside and shut the door behind you and your sons. Pour oil into all the jars, and as each is filled, put it to one side." 
She left him and afterward shut the door behind her and her sons. They brought the jars to her and she kept pouring. When all the jars were full, she said to her son, "Bring me another one."

But he replied, "There is not a jar left." Then the oil stopped flowing.

She went and told the man of God, and he said, "Go, sell the oil. and pay your debts. You and your sons can live on what is left." 
In both examples the people were so badly in debt that their children were being sold into slavery to pay their debts; they were by today's definition, bankrupt. Yet God sides with them, not with their creditors. God did not say to them, "I'm sorry you're in this predicament, but you I re going to have to pay up or lose your children. II In the first example Nehemiah condemns those who charge usury and tells the creditors to forgive the debt and return the debtor's children and property to them. With the widow, God performs a miracle to pay the debt.
Those who hold to the opinion that Christians should not be allowed under any circumstances to file for bankruptcy use the following Bible references to support their position. 

Proverbs 3:27-28  “Do not withhold good from those who deserve it, when it is in your power to act. Do not say to your neighbor, "Come back later; I'll give it tomorrow" - when you have it with you. 

We believe this passage says we are to pay what we owe if it is in our power to do so. For those who are in genuine financial distress, however, it is not an issue of purposely withholding payment to a later date, they simply don't "have it" to give. It truly is not in their “power to act.”  

Romans 13:8  “Let no debt remain outstanding, except the continuing debt to love one another, for he who loves his fellow man has fulfilled the law.”
We believe this verse is being quoted out of context.  The seven verses preceding this verse are discussing our responsibility to submit to the governing authorities that God has placed over us.  We are told in verses 6 and 7 to give to everyone what you owe them whether it be taxes, revenue, respect or honor.  The debt is verse 8 is referring to our moral debt or obligation we have to those in authority, not our financial debt to those we have borrowed money.

Psalm 37:21  The wicked borrow and do not repay, but the righteous give generously.

We agree that those who borrow with no intent to repay are wicked.  We do not believe, however, that all people who do not repay are wicked.  There are times, due to no fault of their own making, when people are unable to repay what they have borrowed.  For example, we do not believe that God would consider the poor in chapter 5 of Nehemiah or the widow in chapter 4 of 2 Kings to be wicked.  Neither had the ability to repay what they had borrowed.  
Using these three verses to justify the position that Christians should not be allowed under any circumstances to file for bankruptcy, and in our opinion, is a weak argument.

Contrary to what many people believe, bankruptcy is not a painless process for avoiding the payment of one’s debts.  The effects of bankruptcy are felt long after the individual files for bankruptcy as it remains on the individual’s credit report for a minimum of seven years, making it very difficult to obtain an auto loan or home mortgage.  Additionally, prospective employers who ask for an investigative background check on an individual will also see this information indefinitely.

More importantly, bankruptcy can take its toll on a person’s self-esteem, dramatically increase marital conflicts, and cause feelings of guilt and embarrassment.  A couple’s reputation can be permanently tarnished and at times result in the loss of long established friendships.  Add to these emotional burdens the judgmental attitude about bankruptcy by some people within the church and you can understand why people who file for bankruptcy may choose to permanently leave the church at a time when they most need the church’s help and acceptance.  

There are different types of bankruptcies, but in most instances individuals file straight liquidations under Chapter 7 of the Bankruptcy Code or repayment plans under Chapter 13.  A Chapter 7 wipes out most debts owed by the individual.  This type of bankruptcy may be appropriate if the individual has no steady income or it their debts are so overwhelming there’s little chance of paying them off.  In exchange for liquidation of most of the debt, the debtor must surrender any property that exceeds the exemptions allowed by the state. Chapter 7 is not appropriate if a substantial amount of the individual's debts are in the form of back taxes, alimony, child support, student loans or court ordered restitution. None of these debts can be discharged in bankruptcy. If the financial crisis is now under control, e.g., the illness is over, the new job has been found, etc., then Chapter 13 will set up a payment plan to repay all or a portion of the debts over a three to five year period. The individual gets to keep all of his property.
In contrast to the traditional view on bankruptcy, we believe that there are instances where compassion rather than the letter of the law should be the appropriate response for those who are heavily in debt. The question should be, "Under what circumstances would it be appropriate for Christians to file for bankruptcy? This can only be answered by analyzing the root causes for bankruptcy and discerning the appropriate response for each situation. Each financial crisis has its own set of unique circumstances, yet typically those who are heavily in debt to the point of considering bankruptcy fall into one of five categories.
1. A consumptive lifestyle, i.e., the debtor is living beyond his means.

2. The head of the household is self-employed and his business fails.
3. A family cannot live on what they earn, even though their expenses have been reduced to a minimum .

4. A family incurs excessive medical bills which are not covered by insurance.
5. The loss of a job.
We believe the first step is for the counselor to determine the root cause of the problem. A consumptive lifestyle, is a result of having an improper attitude about money and the possessions it buys. If bankruptcy is allowed without a heart felt change in his attitude towards money, then the debtor will most likely find himself in another financial crisis sometime in the future. Business failure is another example where the individual's heart attitude should be evaluated. Was he honest and forthright with his creditors? Did he postpone closing his business long after he should have piling up additional debt that was unnecessary? Or was he a person of integrity who unfortunately witnessed the demise of his business?

We have counseled several families where the cause of their financial hardship is outside of the family's control and not due to poor stewardship. The root cause of their financial problem may be the family's income is not sufficient to live on, or excessive medical bills, or unemployment. Many of those we have counseled have been divorced women with children. Even with child support and alimony payments, the "divorced woman's new income is usually well below what she and her children need to maintain a modest standard of living.

1. Bankruptcy should never be encouraged but considered only as a last resort and only when the following conditions are met: I. If the debtor has had a sinful attitude about money, then repentance must take place. Sin must be confessed and a willingness to make lifestyle changes must occur. If the debtor is unrepentant about his sin, then the counselor will discontinue counseling.

2. Creditors have been contacted and are unwilling to negotiate new terms to make it possible to pay the debt (many times creditors will force a debtor into bankruptcy by garnishing wages or by taking legal action) .

3. No other viable alternatives are available for the debtor to increase income or reduce expenses, including unpopular alternatives. For example, a husband and wife believe that home schooling is a top priority preventing the wife from working outside the home. Our position would be that the woman quit home schooling and get a job until such time as the debt has been reduced to a manageable level.

4. Although freed from the legal obligation to pay the debt once bankruptcy has been filed, the Christian debtor must realize that the moral obligation to pay the debt continues. As Christians, we are to live so as to bring glory and honor to Christ. Paying our debts that have been legally discharged will show the world that we live by a higher standard. For some debtors this may mean paying a token amount each month to their creditors for the rest of their lives.

5. The debtor agrees to continue counseling after the bankruptcy has been filed. Follow up with a financial counselor is to continue for approximately one year. The purpose of the follow up counseling is to monitor the debtor's progress towards making any necessary lifestyle changes.
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