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The lead article topic in this issue is a concern that, sooner or later, 

comes up in every bankruptcy practice – the effect of bankruptcy on security 

clearances.   

The author - Sean M. Bigley’s professional background provides him 

with a level of proficiency in security clearance cases matched by few attorneys. 

As a former investigator for the U.S. Office of Personnel Management, he 

conducted hundreds of security clearance investigations – including those with 

serious counter-espionage concerns – and trained and supervised new 

investigators throughout the Western United States.  He served previously on 

the White House Staff, and as a political appointee in the Office of the Secretary 

of Homeland Security.  Throughout his government service, Sean has held the 

highest level clearances and the confidence of senior policy-makersi.  

 

Bankruptcy and Security Clearance - Not Mutually Exclusive 

Endeavors 

By Sean M. Bigley, Esq.  

As a bankruptcy attorney in the National Capitol Region, you no doubt 

commonly encounter the question, “how will this affect my security 

clearance?”  Client concern is unfortunately well-founded. The number one 

most common reason for security clearance denials is financial problems.  

Bankruptcy may be a statutory right, but security clearance is 

considered a privilege within the sole discretion of the Executive Branch.  By its 

very nature, analysis of a security clearance case can be a rather esoteric exercise. Decisions are made by 

adjudicators using a “whole person” concept and finalized by administrative law judges within the issuing 

agency.  The substantive law consists entirely of Executive Orders and administrative rules.  Knowledge of the 

unique intricacies of the particular agency’s process is critical, as there is no right to judicial review.  

Many bankruptcy attorneys point out that declaring bankruptcy is often a positive step for debtors 

working to get their finances back under control.  From a security standpoint, however, it is not the 

bankruptcy itself that is the issue. Right or wrong, the government believes that those who are incapable of 

managing their finances are more susceptible to bribery by foreign intelligence agencies.  In this sense, the 

bankruptcy is viewed both as a symptom of deeper problems and a sign of risk.
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Yet with that all being said, there is actually much that can be done to mitigate the effects of financial 

problems on a security clearance.  If you have a security cleared client, here is an overview of what I 

recommend:  

Understand that the conditions resulting in the bankruptcy are of critical importance.  From a 

security standpoint, there is a major difference between the debtor who was subject to conditions beyond 

their control (e.g. loss of employment, business downturn, unexpected medical emergency, etc.) and the one 

who simply lived beyond their means.  Of particular concern are situations involving substance abuse, 

impulsive gambling (“chasing losses”), or illegal activity.  Should any of these issues arise, the client must 

immediately seek out additional professional help (substance abuse counseling, medical treatment, etc.) as 

appropriate to salvage any chance of retaining the security clearance.   

Avoid Chapter 7, where possible.  As the bankruptcy attorney, you obviously have to weigh the big 

picture and decide which type of bankruptcy is most effective for your client.  Security cleared clients should 

know, however, that Chapter 7 generally is considered less favorably by adjudicators because of the 

perception that the client is unwilling to accept personal responsibility for the debts.  Although every case has 

unique considerations, an applicant who has entered into payment plans with creditors is usually viewed as 

someone more responsible and worthy of a clearance.  The more avoidable the debts were, the more this is 

true.  

Get the client into voluntary credit counseling or something similar.  The USTP program is great, but 

security clearance investigators are wising up to the fact that those nice little numbered certificates mean 

“mandatory.”  A client who is serious about avoiding security clearance problems needs to show that he or she 

is self-motivated to change old habits. The course doesn’t have to be anything fancy; a community college 

class on budgeting or money management will often do. Combined with “clear indications that the financial 

problem is under control,” taking such a step is an extremely helpful mitigating factor.  

Have the client pull copies of all three credit reports post-bankruptcy. During the security clearance 

investigation process, the government obtains applicant financial information in two ways: by applicant self-

reporting on the Form SF-86 and by reviewing a special, investigative version of the applicant’s credit report. 

Having the client review their own credit report may seem like an obvious step, but few applicants apparently 

consider it.  The number of avoidable clearance delays and denials for failure to report all debts is astounding.  

The key here is consistency.  Those with security clearance should order a copy of their credit report 

once each year and promptly address any discrepancies or unpaid accounts, however minor. With respect to 

accounts already in collections, discretionary debts such as department store charge accounts should be dealt 

with before items like medical expenses and utility bills.  (After all, who do you think will garner more 

sympathy: the shopaholic debtor or the debtor with medical problems?)  Even if an applicant does have debt 

when (re)applying for a clearance, showing responsible actions to address it goes a long way in mitigating the 

issue. 
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No matter what the client’s circumstances, referral to a security clearance attorney should always be 

considered.  Much can be done for a nominal fee to mitigate issues before they threaten the client’s security 

clearance and career.  <Back to Page 1> 

 

 

  

 

 

 
 
 
 

 

 
Help those who help us.  For the last several years Merrill Lad, at great expense, has 

provided free Baltimore and Rockville meeting space with video conferencing.  Merrill has done 
this for our Brown Bag meetings and section meeting.   All they are asking in return is for our 
members to consider Merrill when scheduling depositions or one of their other litigation support 
services.  They have a wide range of litigation support services and a world-wide office network. 

 
In addition, Merrill will discount its rates if you mention you are referred by the Consumer 

Bankruptcy Section when contacting them.   Click here for brochure! <Back to Page 1> 

 

Sean M. Bigley exclusively represents military personnel, federal employees, and federal contractors in all 
stages of the security clearance process.  He accepts referrals nationwide.  For more information, please visit 
www.bigleylaw.com 

His publications include: 

The Impact of Criminal Charges on Federal Security Clearance 
California Journal of Criminal Law (December 2014) 

Security Clearance Not Just for Spies 
The Orange County Register Newspaper (September 2014) 

Sean currently lives in Southern California with his wife and daughters, where he also teaches courses on 
criminal justice and national security at Chapman University. 

https://merrillladmagazine.files.wordpress.com/2012/11/brochure.pdf
http://www.bigleylaw.com/


MSBA BANKRUPTCY SECTION NEWSLETTER                                                                                                     Winter 2015 

 

Page 4 of 6 

 
 

 
 

UNITED STATES BANKRUPTCY COURT 
OFFICE OF THE CLERK 

DISTRICT OF MARYLAND 
 
      Mark A. Neal                           U.S. Courthouse Room 8530 
             Clerk                  101 W. Lombard Street 
             Baltimore, Maryland 21201 
www.mdb.uscourts.gov                        (410) 962-2688 
 

 
 

 

Calendar Year 2015 – Federal Holiday Schedule 

 

 

 

 

 

 

 

*This holiday is designated as "Washington’s Birthday" in section 6103(a) of title 5 of the United States Code, which is the 

law that specifies holidays for Federal employees. Though other institutions such as state and local governments and 

private businesses may use other names, it is our policy to always refer to holidays by the names designated in the law. 

** July 4, 2015 (the legal public holiday for Independence Day), falls on a Saturday. For most Federal employees, Friday, 

July 3, will be treated as a holiday for pay and leave purposes. (See 5 U.S.C. 6103(b).) <Back to Page 1> 

Monday, May 25 Memorial Day 

Friday, July 3** Independence Day 

Monday, September 7 Labor Day 

Monday, October 12 Columbus Day 

Wednesday, November 11 Veterans Day 

Thursday, November 26 Thanksgiving Day 

Friday, December 25 Christmas Day 
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Next Brown Bag  Thursday, February 26, 2015 

Kameni v. Ocwen and will be presented by Frederick Nix.ii 
 

Fourth Circuit  affirmed a District Court decision that held that a foreclosure sale is not  
final when the gavel falls:  "Thus, any further actions related to the 
foreclosure proceeding would be stayed as of that date forward. That is  
because the foreclosure sale itself merely initiates the foreclosure  
proceeding.  After a foreclosure sale occurs, several procedural steps  
must be completed before the sale is made final. These include a report  

of sale, an affidavit of purchaser, a notice of sale, a ratification by  
the court, and a recording." 
 
February 26, 2015, at 12:00 - 1:30* 
at two locations via video conference: 
  
Merrill Lad Reporting 
300 East Lombard Street 
Suite 1125 
Baltimore, MD 21202 
410.539.3664 
  
Merrill Lad Reporting 
6301 Ivy Lane 
 Suite 610 
Greenbelt, MD 20770 
301.474-5699 
 
RSVP: Greenbelt Location: mmclean@ch13md.com<mailto:mmclean@ch13md.com> 
            Baltimore Location: Stacey@mdbankruptcycenter.com<mailto:Stacey@mdbankruptcycenter.com> 

 

 

 Consumer Bankruptcy Section Meeting Schedule 

March 24th Baltimore & Greenbelt Merrill LAD offices 

          April 22nd    Baltimore & Greenbelt Merrill LAD offices 

  

  Dinner will be served at 6:00 p.m., meeting to start at 6:30 p.m. 

  RSVP required – tmichael@msba.org 

 <Back to Index> 

 

 

 

mailto:mmclean@ch13md.com%3cmailto:mmclean@ch13md.com
mailto:Stacey@mdbankruptcycenter.com%3cmailto:Stacey@mdbankruptcycenter.com
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MSBA BANKRUPTCY SECTION NEWSLETTER                                                                                                     Winter 2015 

 

Page 6 of 6 

 

   

                                                            
Endnotes: 
This text is copied from the author’s website 
ii This text is copied from Stacy’s email 

The Hanging Paragraph is the newsletter of the MSBA Consumer 

Bankruptcy Section.  

 

Articles and news items are welcome! Send to WClark@ClarkLaw.pro  

 

Classified ads – help wanted; office for rent; position wanted etc. - are free  
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