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Since the early times, there is the evolution of the bankruptcy law has been shaped by the existence of conflicts between the debtors and the lenders. On various occasions, the lenders seek to extract payment. They ought to punish the bankrupt person as a sign of warning to other individuals who pose the same behavior. Debtors always default their obligations. A majority in the society tend to think the bankrupt are ought to be given a second chance for a fresh start (Allen, 2008). This idea leads to the arousal of push and pulls between the lenders and the debtors. Bankruptcy law is ought to punish debtors who ought to default on their obligations.
 The evolution and existence of these types of laws form a fundamental part of extracting payments by the faulted debtors. This push and pull between the borrowers and lenders lead to the development of “debtor’s responsibility act” in 2005. This situation enhanced the availability of a fresh start and more tightened chapter 7 bankruptcy. This new law provided a new five-year repayment plan by the high-income debtors in order to settle their debts with the lenders (Blum, 2006).

The bankruptcy act had different views within individuals. Some perceived it as a means of servitude whereby consumers were ought to be forced into being in this position. Others suggested that this measure was necessary as a way to address the continual abuse of the bankruptcy laws by the debtors (Cooper & Vance, 2006).


The bankruptcy act of 2005 had substantial changes to the US Bankruptcy code. The new bankruptcy law that was passed by the United States Congress made it difficult for some consumers to file for bankruptcy under the chapter 7 of the constitution (Carroll, 2007). The bankruptcy law was implemented on April 2005 by the US Congress and signed into action by then the president of United States, George Bush.
Provisions
A majority of the provisions of the Act applied to the cases filed on and after 17th October 2005. Implementation of this law made significant changes to the existing American bankruptcy law. The provisions affected both the businesses and the consumers. This Act made sweeping legislative changes attributing to personal finance of individuals that had been earlier passed by US Congress (Allen, 2008). The recurrent meetings by the US Congress in the recent history had different provisions on the American bankruptcy laws. After the 109th Congress had held on 14th April 2005, sweeping changes were adopted in the stipulated requirements.
Initially, debtors would file under Chapter 7 of the American bankruptcy laws. The significant changes in the various stipulated laws deterred the consumers the possibility of filling under chapter 7 of the bankruptcy laws. This change under chapter 7 was based on the fact that bankruptcy charges would either be discharged, or the debtors forgiven and given a chance for a fresh start. After the implementation of the bankruptcy act on 17th April 2005, all debtors are required to file a case under chapter 13 (Blum, 2006). Under this section, debts can only be discharged after the debtors have been able to meet a portion of the debt he/she is being owed by the lender. In order for a release, a part of the debts incurred must first be paid.
Mixed reactions were being aired by individuals within the society pertaining to the new type of laws implemented. This was in effect onto the consumers and the businesses bankruptcies. Some suggested that the new law requiring consumers and debtors to file under Chapter 13 on the newly implemented bankruptcy law could be termed as forced servitude (Carroll, 2007). Previously, filing under Chapter 7 of the American bankruptcy law seemed as of being beneficial to the Debtors whereby the cases would be either easily dropped or they are forgiven. The debtors were then to be offered a new start within the community. Despite this, others suggested the new provision was not to be termed as of being penal, but rather beneficial to the business environment (Cooper & Vance, 2006). Debtors had to abide by the obligations and meet part of their portions of the debts incurred.

Abuse
Prior to the bankruptcy act amendments, consumers of all incomes barred the beneficial advantage of filing bankruptcy under chapter 7. With the new amendments, the restriction was provided on number of debtors who can only be allowed to file for bankruptcy under the chapter 7 of the laws (Salerno, Kroop & Hansen, 2010). The new Act defines a method that can be used to calculate and ascertain a debtor’s income before his /she declare of being bankrupt. The debtor’s income is then compared to the amount of median income in contrast to the debtor’s state. A debtor is termed as a subject to the "means test" if his/her income is above the median income amount in contrast to the debtors’ state (Blum, 2006). The 2005 bankruptcy act amendments restricted the dismissal of a case under chapter 7 and an individual, or a couple is to be found of abuse under this section.
Before the amendment of the bankruptcy act, under chapter 7, there was the provision for dismissal of a case upon the finding of “substantial abuse”. Under this section, the US trustee or the court were the only two bodies obliged to bring a motion to the court and find abuse by the debtor. The newly implemented provisions in 2005 removed these types of restrictions (Carroll, 2007). Under bankruptcy act, “presumption of abuse” was termed as of being a “means test”. On the other hand, “abuse” under this section was also termed as the finding of bad faith ascertained to the debtor. This situation could only be determined by the existence of various circumstances in the given situation.

The “means test”

Under the new provisions, only debtors whose income is higher when compared to the median income are thought of being abusive. These types of debtors are not subject of filing under the Chapter 7 on a basis of being declared bankrupt but rather subject to chapter 13 of the amended bankruptcy act (Salerno, Kroop & Hansen, 2010). On the other hand, debtors whose income is lower when compared to the median income in contrast to the state may be found as of being in violation of the “means test”. However, there is no party that has been stipulated or permitted with the capability of filing a case of finding the debtors as of abuse to the chapter 7 of the bankruptcy act (Blum, 2006). A "safe harbor" is presumed to be created on the debtors whose income is lower compared to the median income.

Currently according to the amended bankruptcy act, monthly income is termed as a monthly average amount of income that is presumed as of being received by the debtor. In joint case situations, the debtor’s spouse monthly average income is also to be added. This income is to be determined six months prior the filing of the bankruptcy case in a court of law. Other classes of payments such as the social security are supposed to be excluded when calculating the average monthly earnings of the debtor (Allen, 2008). Different parties have raised the issue of terming the estimated amount as of being “presumed income”. This opinion is based on the fact that, the achieved amount might be slightly higher of lower than the actual monthly earnings of the debtor during the filing of the case. The median income can also be adjusted based on the family size. This means that, the greater the family size, the longer period the debtor can consume or earn before arise from presumption of abuse.
No presumed abuse

Under chapter 7, there still lies the possibility of converting or dismissal of cases even in situations where there is no rise from presumption of abuse. Only the US trustee or the court bears the responsibility for dismissal or conversion of a case in a situation whereby the debtor’s monthly income is below the median income (Blum, 2006). On the other hand, interested parties bear the responsibility of conversion or dismissal of a debtor's case if his/her monthly average earnings are higher than the median income.
Period between filing of cases
After the amendment of the bankruptcy act, there was an addition of the time required amongst multiple filing of bankruptcy cases. The new bankrupt law was amended, and a debtor faces the possibility of being denied a discharge if he/she had received a prior discharge in chapter 7 (Allen, 2008). This denial is based on the fact the debtor should file the case in a period of 8 years of presenting the previous case.

Credit counseling

The amendment of the bankruptcy act came in handy with significant changes in the laws that dealt with eligibility. Under section 109(h), a debtor is not eligible of filing under chapter 13 or chapter 7 unless it is within one hundred and eighty days prior to the filing. The debtor should also pertain receiving individual briefing from a credit counseling agency that has been approved by the bankruptcy administrator or the US Trustee. Under the new legislation, it is also required that individual debtors under chapter 13 or chapter 7 complete a course under personal financial management. If a debtor filing under Chapter 7 does not complete the financial management course, this can constitute grounds attributing to the denial of discharge (Carroll, 2007). The beneficial part of the financial management course is on its basis of proving as of being experimental and depict its effectiveness after studying for 18 months. On the basis that the course shows otherwise and rather being termed as of being ineffective, its essential requirement may disappear.
Despite its implementation in April 2005, the new bankruptcy act was drafted in 1997 and supposed to be introduced in the year 1998. Despite this, a slightly different version was only was approved and implemented in 2000 (Salerno, Kroop & Hansen, 2010). The United States president during that period, Clinton, waited for the US Congress session despite the fact that it was not signed. During each session, it was being introduced but continual fear and disagreements saw it being filed (Allen, 2008). In 2004, there was an increase in Republicans in the senate house that breathed a new sign of life unto the bill leading to its ultimate signing.
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