Massachusetts School of Law Bankruptcy
December 2010 Final Examination

This final examination consists of three (3) essay questions, to be answered in the
accompanying blue book(s). T suggest that you read each question carefully, circle
or highlight each of the important issues that needs to be discussed and discuss
each 1ssue as you progress through the fact pattern. Please do not repeat the facts
unless you feel it is appropriate and necessary. Please write on only one side of
each page in the blue book, in pen, as legibly as possible.

1. Sam and his wife Mary own a single family home in Georgetown, MA. They
live there with their 2 children, ages 22 and 14. The 22 year old son is going to.
school and working part-time; their 14 year old daughter is not working. The house
has been recently valued at approximately $300,000.00. The first mortgage to
Chase calls for monthly payments of $2795 and Sam and Mary are 4 months
behind. The current balance on the mortgage is $315,000.00. They have asked
repeatedly for a loan modification and Chase has just approved a “trial
modification” for 3 months to see if they can make the payments. There i1s a
second mortgage in favor of Beneficial Finance and the balance due is just over
$74,000.00. Because the payments on the second mortgage are only $247.00 per
month (interest only), Sam has kept that mortgage current.

Sam and Mary owe about $65,000 in credit card debt, about $18,000 in past due
tax liabilities to the IRS, $10,000.00 for 2005 and $8,000.00 for 2009 and some
government guaranteed student loans for their son. Their son is on the 7 year
degree program — he can’t see the benefit of higher education because he is already
making over $50,000 per year playing in a rock band every other weekend as the
“guest” drummer. Mary is furious, but thanks him for his regular help to the
family finances.

Sam has been out of work for almost 9 months, having been laid off for the third
time in the past 5 years. He is looking forward to getting another good paying job
in his field (electromechanical biometrics and integrated physiognomy), but it’s
been tough. He is waiting for a company in Wisconsin to make him an offer.
Mary wants to sell the house if Sam gets the job, move to Wisconsin and rent an
apartment until they get themselves back on firm financial footing. She is
currently working for a dentist and earns almost $60,000.00 per year, having
landed this job in the middle of the summer after being laid off herself for almost a



year. She loves the job, and feels that her skills are portable (usable and valuable
in any similar office).

Sam wants to file a Chapter 7 bankruptcy case, start all over and hope for the best.
Both Sam and Mary have read some articles about bankruptcy, but they are
confused about the different chapters and want some guidance.

Sam and Mary are actually current with all but one of their credit card bills, though
it is costing them almost $900.00 per month in minimum payments. The interest
rates are between 12% and 29%, depending on whether they defaulted at all during
the past year. One creditor is threatening to sue Sam for a credit card balance of
$11,000.00, though Sam doesn’t remember ever using that card. In reality, Sam’s
son took the card two years ago and charged the purchase of all of his drum
equipment.

Mary owns a 2004 Toyota Matrix which has a current value of $6,000.00. The
balance on the car loan 1s $12,000.00 because she rolled the old car loan into this
car loan when she purchased this used car (and financed it) in mid 2007. Sam
owns his Land Rover outright — free and clear. It’s worth over $20,000 and he
cleans it every week, whether it needs it or not. It is meticulous and in really
beautiful condition, but it only gets 14 miles per gallon and Mary wants Sam to
trade it for a more efficient and “green” vehicle. Sam is ignoring Mary. When
Sam and Mary were doing well, they purchased a small truck for their son, which
he still uses. The truck has always been titled in Sam’s name and Mary wants to
know 1f it would be a good idea to transfer the truck to the son, since it’s really
“his” vehicle.

Sam has a 401K retirement account with his former employer and the value is
$129,525.00. He rolled over each 401K account from employer to employer as he
moved from job to job and has never borrowed from the fund. He made regular
contributions and most employers matched those contributions dollar for dollar.
Mary has an IRA, but the value has dwindled to just under $19,000.00 from a high
ot $37,000.00 - the market has not been kind to Mary’s choice of investments.

Mary last week visited Attorney Buzz Lightyear to discuss her work related injury.
Last year she slipped on a tomato that had been left on the floor in the small
kitchen where she worked. She lost 4 months of work (no pay), though the
workers compensation insurance company paid all the medical bills. And while
she was in the hospital, she alleges that she was sexually harassed by a male nurse,
who wouldn’t take no for an answer, until his floor supevisor walked into the room
and firmly told that nurse to leave. The supervisor offered Mary $1,000.00 to



“forget what just happened”, but Mary made no promises. She did not take the
money, but said she would consider $10,000.00. She never heard any further from
the floor supervisor.

Finally (had enough yet?) Sam and Mary inform you that they just received a letter
trom a law firm informing them that the firm has been engaged to begin
foreclosure proceedings because they are 7 months in arrears on the house
mortgage. They don’t know whether to fight (they are 4 months in arrears), argue,
hope that the loan modification people finally talk to the foreclosure people, keep
the house, sell the house, let it go to foreclosure, stay in Mass or move...file a
bankruptcy now or later or what!!

Advise Sam and Mary about the issues, how you can help them and the details they
need to consider so that they can make a reasonably informed decision.

2. John and Liz are married and live in Methuen, MA 1n a single family home,
with their four children, ages 21, 19, 7 and 5. Both older children work full time
but contribute nothing to the household income because they are each paying for
their own cars and supporting their extensive social lives. Each dates regularly and
often hits either John or Liz up for some additional cash when they have little beer
money left. The five year old just landed a job as a model with an advertising
agency because she “smiles upon request”, which is a fabulous attribute for the
photographer. Little Betsy earns as much as $500.00 on a Saturday morning.

John and Liz own their house as tenants by the entirety and the house currently has
one mortgage with a principal balance of $88,000.00 and they have resisted every
temptation to refinance over the past ten years, since they bought the home. They
are current with the mortgage and all of the expenses relating to their house,
including the taxes and insurance. At your request, (you spoke with them on the
phone before the meeting) they obtained a Broker’s Price Opinion which indicated
that their beautiful home, 1n an excellent section of Methuen, even in this miserable
real estate climate, has a current value of $400,000.00.

Though John considers himself to be financially responsible, he borrowed money
from his mother over the past two years and chose not to tell Liz. This past
September, he used all of his $5000.00 bonus to repay his mother the entire
balance of what he owed her. Part of the reason why he needed to borrow money
from his mom was to pay his ex-girlfriend Danielle to help support his two



children (now ages 6 and 4) that he had with her. Liz knows nothing about
Danielle or the two little kids. Danielle, unbeknownst to John, recently obtained a
court order requiring John to pay $500 per month support for each of the two little
kids. He has not given her any money since July 2009.

At your meeting with John and Liz, Liz tearfully admits that she has suffered from
a secret shopping addiction and her credit card balances are quickly approaching
$90,000.00. Her most recent purchase last week was from Saks Fifth Avenue
where she bought 2 pairs of designer skinny jeans - cost: $600.00. She has hidden
these jeans from John. Two years ago, Discover Card sued her for $24,000.00
alleging that to be the balance on her Discover Card. She allowed the case to go to
default (no response filed), Discover recovered judgment and recorded the
execution (via the deputy sheriff) at the local Registry of Deeds, effectively placing
a valid judicial lien on the real estate she and John own. The attorney for Discover
has scheduled a hearing in court (Supplementary proceedings) to determine Liz’s
ability to pay and has also threatened that he will instruct the sheriff to sell the
house to collect on the judgment. Liz is now freaking out.

Finally, John is currently unemployed, having worked for Merrill Lynch as a
financial advisor — that is where he met Danielle. He has been receiving $2000.00
per month unemployment compensation since March 2010, but those checks will
run out at the end of March 2011. His prospects for re-employment in his
profession appear bleak for the moment, but he feels confident for the future. Liz
is currently working as a retail sales person at a high end specialty store and has
been told that she needs to be concerned about the prospects for bonuses or raises.
Otherwise, her job is stable. She earns $32,000.00 a year. She has trouble not
spending some of her paycheck on the latest fashions at the store where she works.

Discuss the various issues arising during your meeting with John and Liz and
advise them.

-~

3. Steve owns a three family home in Lawrence, MA . The house has a current
market value of $125,000, but has 3 mortgages totaling $257,000, $70,000, and
$125,000 respectively. The third mortgage was granted by Steve as security for a
commercial business loan that he personally guaranteed to ABC Bank and the
Small Business Administration (SBA). Steve, in 2000, set up a corporation and
opened a bar/restaurant in downtown Haverhill. Initially, the business was quite
successtul but as the economy faltered, so did the business revenues. In



December, 2009 a fight broke out at the restaurant, patrons lit the place on fire and
the business and the building were destroyed. Steve’s insurance policy had lapsed
the week before and no coverage was available.

Steve is currently unemployed and would like to rebuild his business. He has no
capital with which to do that and, as mentioned above, no insurance proceeds. He
would also like desperately to keep his home but he 1s now 5 months behind on
each of the three mortgages. Even his live-in girlfriend has offered to help, but she
feels that she needs most of her $100,000 income (she is a very successful
prostitute) to support her three children, who live with her mother in California.
She sends money to them regularly.

Steve is current with his child support obligations to his two children from his first
marriage, who live with his ex-wife in Worcester. However, he just last week
found out that he is also father to 7 year old twins. Their mother has scheduled a
hearing in probate court and is seeking retroactive support.

Steve owns a 2005 Ford Focus, on which there is a car loan. His regular monthly
payments have been $258 but he has not made any payments since September.
The current balance on the car loan is $7,950, but the vehicle is in poor condition
and has a current fair market value of approximately $3,000. Last week, the bank
repossessed the vehicle and told Steve that under Mass law, he has 20 days to
“redeem the vehicle” or it will be sold thereafter, likely at the car auction.

Any advice for Steve? He is currently looking for job and has been promised a
terrific position managing his friend’s dry cleaning business (6 locations) in the
greater Boston area.



Massachusetts School of Law Bankruptey
December 2009 Final Examination

This final examination consists of three (3) essay questions, to be answered in the accompanying
blue book(s). I suggest that you read each question carefully, circle or highlight each of the
important issues that need to be discussed and discuss each issue as you progress through the fact
pattern. Please do not repeat the facts unless you feel it is appropriate and necessary. Please
write on only one side of each page in the blue book, in pen, as legibly as possible.

1. Randy is a single mother who purchased her three family house in Lawrence, MA in
2006, at the height of the real estate market. Since her purchase, she refinanced the house and
currently has two mortgages; the first mortgage has a principal balance of $289,000.00 and is
currently four months in arrears at $2,900.00 per month (principal, interest, taxes and insurance).
The bank has sent her a notice of default and has threatened to begin foreclosure proceedings if
she doesn’t” get the mortgage caught up.

Randy also has a second mortgage with a principal balance of approximately $78,000.00, which
1s currently eight months in arrears, but the bank has not communicated with Randy in quite
some time. Randy is unable to catch up on either or both of the mortgages because her income is
limited.

Randy now works as an Administrative Assistant (just got the job two months ago) and earns
approximately $40,000.00 per year. Before that, she worked as a part time bartender in her local
pub and earned $15,000.00 per year, plus an additional $15,000.00 in tips which she did not
report. She has two children living at home with her, both of whom attend the Lawrence public
schools. She receives occasional support money from the father of her two minor children, but
those payments are irregular. The total amount of money that she has received in the past six
months from support was $2,400.00.

A broker just last week determined that the house is only worth $145,000.00, since it is in fair to
poor condition. However, Randy receives income from two tenants in the amounts of $900.00
and $850.00 respectively. These two tenants are stable and Randy feels that she can count on the
rental income every month.

At your meeting with Randy she indicates that she has accumulated approximately $40,000.00 of
general unsecured credit cards, overdue medical bills and some personal family loans. She is
constantly being harassed by debt collectors on behalf of the credit card holders and she has been
using some of the rent money to make the minimum monthly payments to the credit cards.
However, she has become extremely frustrated because the credit card balances are not going
down since the annual interest rates on the cards have now each reached 29.99% (the applicable
default rate, per the credit card agreements).

Randy wants to know what options bankruptcy may provide. She wants desperately to keep the
house and feels that she can keep current if only she can reduce the amount on the mortgage.



2. John and Mary are married and live in Methuen, MA 1n a single tamily home. with their
four children. ages 21, 19, 7 and 5. Both older children work full time but contribute nothing to
the household income because they are each paying for their own cars and supporting their
extensive social lives. Each dates regularly and often hits either John or Mary up for some
additional cash when they have little beer money left. The five year old just landed a job as a
model with an advertising agency because she “smiles upon request”, which is a fabulous
attribute for the photographer. Little Betsy earns as much as $500.00 on a Saturday morning.

John and Mary own their house as tenants by the entirety and the house currently has one
mortgage with a principal balance of $88,000.00 and they have resisted every temptation to
refinance over the past ten years, since they bought the home. They are current with the
mortgage and all of the expenses relating to their house, including the taxes and insurance. At
your request, (you spoke with them on the phone before the meeting) they obtained a Broker’s
Price Opinion which indicated that their beautiful home, in an excellent section of Andover, even
in this miserable real estate climate, has a current value of $400.,000.00.

Though John considers himself to be financially responsible, he borrowed money from his
mother over the past two years and chose not to tell Mary. This past September. he used all of
his $5000.00 bonus to repay his mother the entire balance of what he owed her. Part of the
reason why he needed to borrow money from his mom was to pay his ex-girlfriend Danielle to
help support his two children (ages 6 and 4) that he had with her. Mary knows nothing about
Danielle or the two little kids. Danielle, unbeknownst to John, recently obtained a court order
requiring John to pay $500 per month support for each of the two little kids. He has not given
her any money since July 2009.

At your meeting with John and Mary, Mary tearfully admits that she has suffered from a secret
shopping addiction and her credit card balances are quickly approaching $90.000.00. Her most
recent purchase last week was from Saks Fifth Avenue where she bought designer t-shirts with
contrasting long sleeves in each of the five available colors; cost: $925.00 (!!). She has hidden
these shirts from John. Two years ago, Discover Card sued her for $24,000.00 alleging that to be
the balance on her Discover Card. She allowed the case to go to default (no response filed),
Discover recovered judgment and recorded the execution (via the deputy sheriff) at the local
Registry of Deeds, effectively placing a valid judicial lien on the property. The attorney for
Discover has scheduled a hearing in court (Supplementary proceedings) to determine Mary’s
ability to pay and has also threatened that he will instruct the sheriff to sell the house to collect
on the judgment. Mary is now freaking out.

Finally, John is currently unemployed, having worked for Merrill Lynch as a financial advisor —
that is where he met Danielle. He has been receiving $2000.00 per month unemployment
compensation since August 2009, but those checks will run out at the end of March 2010. His
prospects for re-employment in his profession appear bleak, for the moment, but he feels
confident for the future. Mary is currently working as a retail sales person at a high end specialty
store and has been told that she needs to be concerned about the prospects for bonuses or raises.
Otherwise, her job is stable. She earns $32,000.00 a year.

Discuss issues arising during your meeting with John and Mary and advise them.



Question 3

Roberto owns a single family home in Dorchester. MA . The house has a current market value
of $195,000, but has 3 mortgages totaling $257.000. $70,000. and $125,000 respectively. The
third mortgage was granted by Roberto as security for a commercial business loan that he
personally guaranteed to ABC Bank and the Small Business Administration (SBA). Roberto, in
2004, set up a corporation and opened a bar/restaurant around the corner from his home.
Initially, the business was quite successful but as the economy faltered, so did the business
revenues. In December, 2008 a fight broke out at the restaurant, patrons lit the place on fire and
the business and the building were destroyed. Roberto’s insurance policy had lapsed the week
before and no coverage is available.

Roberto is currently unemployed and would like to rebuild his business. He has no capital with
which to do that and, as mentioned above, no insurance proceeds. He would also like
desperately to keep his home but he is now 5 months behind on each of the three mortgages.
Even his live in girlfriend has offered to help, but she feels that she needs most of her $100,000
income (she is a very successful prostitute) to support her three children, who live with her
mother in California. She sends money to them regularly.

Roberto is current with his child support obligations to his two children from his first marriage,
who live with his ex-wife in Lawrence. However, he just last week found out that he is also
father to 7 year old twins. Their mother has scheduled a hearing in probate court and is seeking
retroactive support.

Roberto owns a 2004 Ford Taurus, on which there 1s a car loan. His regular monthly payments
have been $258 but he has not made any payments since September 2009. The current balance
on the car loan i1s $7.950, but the vehicle is in fair condition and has a current fair market value
of approximately $3,000. Last week, the bank repossessed the vehicle and told Roberto that
under MA law, he has 20 days to “redeem the vehicle™ or it will be sold thereatter, likely at the
car auction.

Any advice for Roberto? He is currently looking for job and has been promised a terrific
position managing his friend’s dry cleaning business (6 locations) in the greater Boston area.



Massachusetts School of Law . Bankruptcy
May 2009 . Final Examination

This final examination consists of three (3) essay questions, to be answered in the accompanying
blue book(s). I suggest that you read each questicy carefully, circle or highlight each of the
important issues that need to be discussed and discuss each issue as you progress through the fact
pattern. Please do not repeat the facts unless you feel it is appropriate and necessary. Please
write on only one side of each page in the blue book, in pen, as legibly as possible.

Question 1

Five years ago, Iddy (husband) operated a Boston taxicab. He owned a taxi medallion issued by
the city of Lawrence and was making monthly payments of $1000. The payments were made to
a private lender with the understanding (as is typical in any bank transaction) that upon payment
in full of the underlying loan, the collateral (the taxi medallion) will then be released from the
lender’s security interest and Iddy will own it free and clear. 5 years ago, he and his wife Marie
decided to buy a house where they and their 4 children could live. -

At that time, in 2005, the real estate market in the Boston suburbs was booming and Iddy and
Marie worked with a mortgage broker to finance the purchase of their first home, in Melrose.
They paid $500,000 (a beautiful 2-family) and granted a first mortgage and a second mortgage to
Wells Fargo Bank. They hired an attorney to assist them at the closing because they did not
understand the procedure, this being their first real estate purchase.

At the closing, they signed a note for $420,000, which was secured by a first mortgage on the
premises; they also signed another note for $100,000, which was secured by a second mortgage
on the ;Salne housé. Since then, they have been blessed with a tenant who pays regular rent for
the sum of $1,200 a month. :

Unfortunately, after they purchased the home, they realized that homes need care‘and love — the
house became somewhat of a money pit and by 2008, Iddy was unable to keep up with the
obligations on his taxi medallion. The lender foreclosed but agreed that he would not look to
Iddy for any deficiency.

While Iddy and Marie were doing quite well, before they purchased the home in 2005, they
rented an apartment in Cambridge, where they raised their family. In fact, in 2002, they
purchased a buildable lot in a small town in Florida where the weather more closely resembled
their Caribbean hometown. Their intention was to eventually build a retirement house.. They
were also, around that time, able to visit their families (on a beautiful Caribbean island) on a
regular basis, but that has not occurred for at least a few years. However, Iddy recently learned
that his father deeded the family farm to Iddy and his 12 siblings. Iddy discloses all thls
information to you at your initial meeting.

Both Iddy and Marie are despondent because they just received a notice from the holder of the
first mortgage (Wells Fargo) that the bank intends to accelerate the note (current balance
approximately $450,000) because they have not made payments since October 2008. Iddy has
heard that he can request a mortgage modification. Marie has heard (from her hair dresser) that a
Chapter 13 bankruptcy may well be able to assist her and Iddy with the house situation. Marie is

“currently working as a nurse’s aid and earns $32,000 gross per year. Iddy just set up a limo
business, purchased a 2005 Lincoln Continental, but is really making no take-home money yet,
after the expenses of operating the limo service. By the way, none of the kids is working, but
everyone is in good health.

A frer o analvze Tddyw and Marie’c cifiiation tell them what thev need ta brnnswr




3. Lisais now divorced almost 3 years. She has an 8§ year old little girl, whose father, Ben, is
her ex-husband. Ben has been very well employed for some years now and until March 2010,
was earning over $200,000 per year. He has taken a leave of absence from work to deal with
some medical issues, but he is ready to return to work in June. When Lisa got divorced, she and
Ben signed an agreement whereby he would pay her $2,000 per month support and she waived
any claim for alimony. At the time, she was earning $55,000 as a service writer for a Mercedes-
Benz dealer, and her income has been steady ever since.

Three months ago, Ben informed Lisa that he had been served with papers from the Probate
Court and his first ex-wife was asking that her support order be increased substantially, to the
same level as what Lisa is receiving, for EACH of her two children she had with Ben. Lisa is
fearful that is a Probate Judge increases the first wife’s support, Ben will not be able to continue
to pay her (Lisa) the same amount as she is used to getting.

When Lisa and Ben were married, they had purchased a single family home in No. Andover,
MA. After the divorce, Ben did not keep up the mortgage payments, primarily because his new
girlfriend preferred not to live in that house. They moved into an apartment in Wilmington. Lisa
and her daughter had moved out some time before the divorce and are presently living in an
apartment in Methuen. Ben and Lisa had granted two mortgages on the house and the first
mortgagee foreclosed in May 2008 after payment demands were ignored. Both Lisa and Ben
were just served with a suit filed by Bank of America seeking $80,000, but Lisa does not know if
this represents the deficiency due to the first mortgagee after the foreclosure, or the amount due
the second mortgagee.

Lisa has a 2001 Mercedes E class, which she purchased from the dealership. She is current on
her car loan ($570.00 per month) and the balance due on the loan is about $18,000. The car is
worth considerably less. She uses the car regularly in her business and has been helpful to the
dealership is closing sales, because of her personality and her perfectly maintained vehicle — she
often picks up customers at their places of business or homes, as part of her “customer service
program”.

Lisa owes approximately $15,000 to credit cards, plus about $25,000 balance on a series of
student loans, which she incurred when she was going to school for a nursing degree. She
changed her mind about her career choice.

Lisa is very upset about her current situation and seeks your advice. Ask her the appropriate
questions, discuss the issues with her and advise her regarding her choices.



Massachusetts School of Law , Bankruptey
May 2009 o Final Examination

This final examination consists of three (3) essay questions, to be answered in the accompanying
blue book(s). I suggest that you read each questieq carefully, circle or highlight each of the
important issues that need to be discussed and discuss each issue as you progress through the fact
pattern. Please do not repeat the facts unless you feel it is appropriate and necessary. Please
write on only one side of each page in the blue book, in pen, as legibly as possible.

Question 1

Five years ago, Iddy (husband) operated a Boston taxicab. He owned a taxi medallion issued by
the city of Lawrence and was making monthly payments of $1000. The payments were made to
a private lender with the understanding (as is typical in any bank transaction) that upon payment
in full of the underlying loan, the collateral (the taxi medallion) will then be released from the
lender’s security interest and Iddy will own it free and clear. 5 years ago, he and his wife Marie
decided to buy a house where they and their 4 children could live. -

At that time, in 2005, the real estate market in the Boston suburbs was booming and Iddy and
Marie worked with a mortgage broker to finance the purchase of their first home, in Melrose.
They paid $500,000 (a beautiful 2-family) and granted a first mortgage and a second mortgage to
Wells Fargo Bank. They hired an attorney to assist them at the closing because they did not
understand the procedure, this being their first real estate purchase.

At the closing, they signed a note for $420,000, which was secured by a first mortgage on the
premises; they also signed another note for $100,000, which was secured by a secgnd mortgage
on the same house. Since then, they have been blessed with a tenant who pays regular rent for
the sum of $1,200 a month.

Unfortunately, after they purchased the home, they realized that homes need care-and love — the
house became somewhat of a money pit and by 2008, Iddy was unable to keep up with the
obligations on his taxi medallion. The lender foreclosed but agreed that he would not look to
Iddy for any deficiency.

While Iddy and Marie were doing quite well, before they purchased the home in 2005, they
rented an apartment in Cambridge, where they raised their family. In fact, in 2002, they
purchased a buildable lot in a small town in Florida where the weather more closely resembled
their Caribbean hometown. Their intention was to eventually build a retirement house. They
were also, around that time, able to visit their families (on a beautiful Caribbean island) on a
regular basis, but that has not occurred for at least a few years. However, Iddy recently learned
that his father deeded the family farm to Iddy and his 12 siblings. Iddy discloses all thls
information to you at your initial meeting.

Both Iddy and Marie are despondent because they just received a notice from the holder of the
first mortgage (Wells Fargo) that the bank intends to accelerate the note (current balance
approximately $450,000) because they have not made payments since October 2008. Iddy has
heard that he can request a mortgage modification. Marie has heard (from her hair dresser) that a
Chapter 13 bankruptcy may well be able to assist her and Iddy with the house situation. Marie is
currently working as a nurse’s aid and earns $32,000 gross per year. Iddy just set up a limo
business, purchased a 2005 Lincoln Continental, but is really making no take-home money yet,
after the expenses of operating the limo service. By the way, none of the kids is working, but
everyone is in good health.

A frar van analvze Tddsy and NMavie’c eituiation tell them what thev need th bnaw
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3. Lisais now divorced almost 3 years. She has an 8 year old little girl, whose father, Ben, is
her ex-husband. Ben has been very well employed for some years now and until March 2010,
was earning over $200,000 per year. He has taken a leave of absence from work to deal with
some medical issues, but he is ready to return to work in June. When Lisa got divorced, she and
Ben signed an agreement whereby he would pay her $2,000 per month support and she waived
any claim for alimony. At the time, she was earning $55,000 as a service writer for a Mercedes-
Benz dealer, and her income has been steady ever since.

Three months ago, Ben informed Lisa that he had been served with papers from the Probate
Court and his first ex-wife was asking that her support order be increased substantially, to the
same level as what Lisa is receiving, for EACH of her two children she had with Ben. Lisa is
fearful that is a Probate Judge increases the first wife’s support, Ben will not be able to continue
to pay her (Lisa) the same amount as she is used to getting.

When Lisa and Ben were married, they had purchased a single tamily home in No. Andover,
MA. After the divorce, Ben did not keep up the mortgage payments, primarily because his new
girlfriend preferred not to live in that house. They moved into an apartment in Wilmington. Lisa
and her daughter had moved out some time before the divorce and are presently living in an
apartment in Methuen. Ben and Lisa had granted two mortgages on the house and the first
mortgagee foreclosed in May 2008 after payment demands were ignored. Both Lisa and Ben
were just served with a suit filed by Bank of America seeking $80,000, but Lisa does not know if
this represents the deficiency due to the first mortgagee after the foreclosure, or the amount due
the second mortgagee.

Lisa has a 2001 Mercedes E class, which she purchased from the dealership. She is current on
her car loan ($570.00 per month) and the balance due on the loan is about $18,000. The car is
worth considerably less. She uses the car regularly in her business and has been helpful to the
dealership is closing sales, because of her personality and her perfectly maintained vehicle — she
often picks up customers at their places of business or homes, as part of her “customer service
program™.

Lisa owes approximately $15,000 to credit cards, plus about $25,000 balance on a series of
student loans, which she incurred when she was going to school for a nursing degree. She
changed her mind about her career choice.

Lisa is very upset about her current situation and seeks your advice. Ask her the appropriate
questions, discuss the issues with her and advise her regarding her choices.



Massachusetts School of Law Bankruptcy
December 2009 Final Examination

This final examination consists of three (3) essay questions, to be answered in the accompanying
blue book(s). I suggest that you read each question carefully, circle or highlight each of the
important issues that need to be discussed and discuss each issue as you progress through the fact
pattern. Please do not repeat the facts unless you feel it is appropriate and necessary. Please
write on only one side of each page in the blue book, in pen, as legibly as possible.

1. Randy is a single mother who purchased her three family house in Lawrence, MA in
2006, at the height of the real estate market. Since her purchase, she refinanced the house and
currently has two mortgages; the first mortgage has a principal balance of $289,000.00 and is
currently four months in arrears at $2,900.00 per month (principal, interest, taxes and insurance).
The bank has sent her a notice of default and has threatened to begin foreclosure proceedings if
she doesn’t’ get the mortgage caught up.

Randy also has a second mortgage with a principal balance of approximately $78,000.00, which
1s currently eight months in arrears, but the bank has not communicated with Randy in quite
some time. Randy is unable to catch up on either or both of the mortgages because her income is
limited.

Randy now works as an Administrative Assistant (just got the job two months ago) and earns
approximately $40,000.00 per year. Before that, she worked as a part time bartender in her local
pub and earned $15,000.00 per year, plus an additional $15,000.00 in tips which she did not
report. She has two children living at home with her, both of whom attend the Lawrence public
schools. She receives occasional support money from the father of her two minor children, but
those payments are irregular. The total amount of money that she has received in the past six
months from support was $2,400.00.

A broker just last week determined that the house is only worth $145,000.00, since it is in fair to
poor condition. However, Randy receives income from two tenants in the amounts of $900.00
and $850.00 respectively. These two tenants are stable and Randy feels that she can count on the
rental income every month.

At your meeting with Randy she indicates that she has accumulated approximately $40,000.00 of
general unsecured credit cards, overdue medical bills and some personal family loans. She is
constantly being harassed by debt collectors on behalf of the credit card holders and she has been
using some of the rent money to make the minimum monthly payments to the credit cards.
However, she has become extremely frustrated because the credit card balances are not going
down since the annual interest rates on the cards have now each reached 29.99% (the applicable
default rate, per the credit card agreements).

Randy wants to know what options bankruptcy may provide. She wants desperately to keep the
house and feels that she can keep current if only she can reduce the amount on the mortgage.



2. John and Mary are married and live in Methuen, MA in a single family home, with their
four children, ages 21, 19, 7 and 5. Both older children work full time but contribute nothing to
the household income because they are each paying for their own cars and supporting their
extensive social lives. Each dates regularly and often hits either John or Mary up for some
additional cash when they have little beer money left. The five year old just landed a job as a
model with an advertising agency because she “smiles upon request”, which is a fabulous
attribute for the photographer. Little Betsy earns as much as $500.00 on a Saturday morning.

John and Mary own their house as tenants by the entirety and the house currently has one
mortgage with a principal balance of $88,000.00 and they have resisted every temptation to
refinance over the past ten years, since they bought the home. They are current with the
mortgage and all of the expenses relating to their house, including the taxes and insurance. At
your request, (you spoke with them on the phone before the meeting) they obtained a Broker’s
Price Opinion which indicated that their beautiful home, in an excellent section of Andover, even
in this miserable real estate climate, has a cuwrrent value of $400,000.00.

Though John considers himself to be financially responsible, he borrowed money from his
mother over the past two years and chose not to tell Mary. This past September, he used all of
his $5000.00 bonus to repay his mother the entire balance of what he owed her. Part of the
reason why he needed to borrow money from his mom was to pay his ex-girlfriend Danielle to
help support his two children (ages 6 and 4) that he had with her. Mary knows nothing about
Danielle or the two little kids. Danielle, unbeknownst to John, recently obtained a court order
requiring John to pay $500 per month support for each of the two little kids. He has not given
her any money since July 2009.

At your meeting with John and Mary, Mary tearfully admits that she has suffered from a secret
shopping addiction and her credit card balances are quickly approaching $90,000.00. Her most
recent purchase last week was from Saks Fifth Avenue where she bought designer t-shirts with
contrasting long sleeves in each of the five available colors; cost: $925.00 (!1). She has hidden
these shirts from John. Two years ago, Discover Card sued her for $24,000.00 alleging that to be
the balance on her Discover Card. She allowed the case to go to default (no response filed),
Discover recovered judgment and recorded the execution (via the deputy sheriff) at the local
Registry of Deeds, effectively placing a valid judicial lien on the property. The attorney for
Discover has scheduled a hearing in court (Supplementary proceedings) to determine Mary’s
ability to pay and has also threatened that he will instruct the sheriff to sell the house to collect
on the judgment. Mary is now freaking out.

Finally, John is currently unemployed, having worked for Merrill Lynch as a financial advisor —
that is where he met Danielle. He has been receiving $2000.00 per month unemployment
compensation since August 2009, but those checks will run out at the end of March 2010. His
prospects for re-employment in his profession appear bleak, for the moment, but he feels
confident for the future. Mary is currently working as a retail sales person at a high end specialty
store and has been told that she needs to be concerned about the prospects for bonuses or raises.
Otherwise, her job is stable. She earns $32,000.00 a year.

Discuss issues arising during your meeting with John and Mary and advise them.



Question 3

Roberto owns a single family home in Dorchester, MA . The house has a current market value
of $195,000, but has 3 mortgages totaling $257,000, $70,000, and $125,000 respectively. The
third mortgage was granted by Roberto as security for a commercial business loan that he
personally guaranteed to ABC Bank and the Small Business Administration (SBA). Roberto, in
2004, set up a corporation and opened a bar/restaurant around the corner from his home.
Initially, the business was quite successful but as the economy faltered, so did the business
revenues. In December, 2008 a fight broke out at the restaurant, patrons lit the place on fire and
the business and the building were destroyed. Roberto’s insurance policy had lapsed the week
before and no coverage is available.

Roberto is currently unemployed and would like to rebuild his business. He has no capital with
which to do that and, as mentioned above, no insurance proceeds. He would also like
desperately to keep his home but he is now 5 months behind on each of the three mortgages.
Even his live in girlfriend has offered to help, but she feels that she needs most of her $100,000
income (she is a very successful prostitute) to support her three children, who live with her
mother in California. She sends money to them regularly.

Roberto 1s current with his child support obligations to his two children from his first marriage,
who live with his ex-wife in Lawrence. However, he just last week found out that he is also
father to 7 year old twins. Their mother has scheduled a hearing in probate court and is seeking
retroactive support.

Roberto owns a 2004 Ford Taurus, on which there is a car loan. His regular monthly payments
have been $258 but he has not made any payments since September 2009. The current balance
on the car loan 15 $7,950, but the vehicle is in fair condition and has a current fair market value
of approximately $3,000. Last week, the bank repossessed the vehicle and told Roberto that
under MA law, he has 20 days to “redeem the vehicle” or it will be sold thereafter, likely at the
car auction.

Any advice for Roberto? He is currently looking for job and has been promised a terrific
position managing his friend’s dry cleaning business (6 locations) in the greater Boston area.



Massachusetts School of Law Bankruptcy
December 2010 Final Examination

This final examination consists of three (3) essay questions, to be answered in the
accompanying blue book(s). I suggest that you read each question carefully, circle
or highlight each of the important issues that needs to be discussed and discuss
each issue as you progress through the fact pattern. Please do not repeat the facts
unless you feel it is appropriate and necessary. Please write on only one side of
each page in the blue book, in pen, as legibly as possible.

1. Sam and his wife Mary own a single family home in Georgetown, MA. They
live there with their 2 children, ages 22 and 14. The 22 year old son is going to.
school and working part-time; their 14 year old daughter is not working. The house
has been recently valued at approximately $300,000.00. The first mortgage to
Chase calls for monthly payments of $2795 and Sam and Mary are 4 months
behind. The current balance on the mortgage is $315,000.00. They have asked
repeatedly for a loan modification and Chase has just approved a “trial
modification” for 3 months to see if they can make the payments. There is a
second mortgage in favor of Beneficial Finance and the balance due is just over
$74,000.00. Because the payments on the second mortgage are only $247.00 per
month (interest only), Sam has kept that mortgage current.

Sam and Mary owe about $65,000 in credit card debt, about $18,000 in past due
tax liabilities to the IRS, $10,000.00 for 2005 and $8,000.00 for 2009 and some
governiment guaranteed student loans for their son. Their son is on the 7 year
degree program — he can’t see the benefit of higher education because he is already
making over $50,000 per year playing in a rock band every other weekend as the
“ouest” drummer. Mary is furious, but thanks him for his regular help to the
tamily finances.

Sam has been out of work for almost 9 months, having been laid oft for the third
time in the past 5 years. He is looking forward to getting another good paying job
in his field (electromechanical biometrics and integrated physiognomy), but it’s
been tough. He is waiting for a company in Wisconsin to make him an offer.
Mary wants to sell the house if Sam gets the job, move to Wisconsin and rent an
apartment until they get themselves back on firm financial footing. She is
currently working for a dentist and earns almost $60,000.00 per year, having
landed this job in the middle of'the summer after being laid off herself for almost a



year. She loves the job, and feels that her skills are portable (usable and valuable
in any similar office).

Sam wants to file a Chapter 7 bankruptcy case, start all over and hope for the best.
Both Sam and Mary have read some articles about bankruptcy, but they are
confused about the different chapters and want some guidance.

Sam and Mary are actually current with all but one of their credit card bills, though
it 1s costing them almost $900.00 per month in minimum payments. The interest
rates are between 12% and 29%, depending on whether they defaulted at all during
the past year. One creditor is threatening to sue Sam for a credit card balance of
$11,000.00, though Sam doesn’t remember ever using that card. In reality, Sam’s
son took the card two years ago and charged the purchase of all of his drum
equipment.

Mary owns a 2004 Toyota Matrix which has a current value of $6,000.00. The
balance on the car loan is $12,000.00 because she rolled the old car loan into this
car loan when she purchased this used car (and financed it) in mid 2007. Sam
owns his Land Rover outright — free and clear. It’s worth over $20,000 and he
cleans it every week, whether it needs it or not. It is meticulous and in really
beautiful condition, but it only gets 14 miles per gallon and Mary wants Sam to
trade it for a more efficient and “green” vehicle. Sam is ignoring Mary. When
Sam and Mary were doing well, they purchased a small truck for their son, which
he still uses. The truck has always been titled in Sam’s name and Mary wants to
know if it would be a good idea to transfer the truck to the son, since it’s really
“his” vehicle.

Sam has a 401K retirement account with his former employer and the value is
$129,525.00. He rolled over each 401K account from employer to employer as he
moved from job to job and has never borrowed from the fund. He made regular
contributions and most employers matched those contributions dollar for dollar.
Mary has an IRA, but the value has dwindled to just under $19,000.00 from a high
of $37,000.00 - the market has not been kind to Mary’s choice of investments.

Mary last week visited Attorney Buzz Lightyear to discuss her work related injury.
Last year she slipped on a tomato that had been left on the floor in the small
kitchen where she worked. She lost 4 months of work (no pay), though the
workers compensation insurance company paid all the medical bills. And while
she was in the hospital, she alleges that she was sexually harassed by a male nurse,
who wouldn’t take no for an answer, until his tloor supevisor walked into the room
and firmly told that nurse to leave. The supervisor offered Mary $1,000.00 to



“forget what just happened”, but Mary made no promises. She did not take the
money, but said she would consider $10,000.00. She never heard any further from
the floor supervisor.

Finally (had enough yet?) Sam and Mary inform you that they just received a letter
from a law firm informing them that the firm has been engaged to begin
foreclosure proceedings because they are 7 months in arrears on the house
mortgage. They don’t know whether to fight (they are 4 months in arrears), argue,
hope that the loan modification people finally talk to the foreclosure people, keep
the house, sell the house, let it go to foreclosure, stay in Mass or move...file a
bankruptcy now or later or what!!

Advise Sam and Mary about the issues, how you can help them and the details they
need to consider so that they can make a reasonably informed decision.

2. John and Liz are married and live in Methuen, MA in a single family home,
with their four children, ages 21, 19, 7 and 5. Both older children work full time
but contribute nothing to the household income because they are each paying for
their own cars and supporting their extensive social lives. Each dates regularly and
often hits either John or Liz up for some additional cash when they have little beer
money lett. The five year old just landed a job as a model with an advertising
agency because she “smiles upon request”, which is a fabulous attribute for the
photographer. Little Betsy earns as much as $500.00 on a Saturday morning.

John and Liz own their house as tenants by the entirety and the house currently has
one mortgage with a principal balance of $88,000.00 and they have resisted every
temptation to refinance over the past ten years, since they bought the home. They
are current with the mortgage and all of the expenses relating to their house,
including the taxes and insurance. At your request, (you spoke with them on the
phone before the meeting) they obtained a Broker’s Price Opinion which indicated
that their beautiful home, in an excellent section of Methuen, even in this miserable
real estate climate, has a current value of $400,000.00.

Though John considers himself to be tinancially responsible, he borrowed money
from his mother over the past two years and chose not to tell Liz. This past
September, he used all of his $5000.00 bonus to repay his mother the entire
balance of what he owed her. Part of the reason why he needed to borrow money
from his mom was to pay his ex-girlfriend Danielle to help support his two



children (now ages 6 and 4) that he had with her. Liz knows nothing about
Danielle or the two little kids. Danielle, unbeknownst to John, recently obtained a
court order requiring John to pay $500 per month support for each of the two little
kids. He has not given her any money since July 2009.

At your meeting with John and Liz, Liz tearfully admits that she has suffered from
a secret shopping addiction and her credit card balances are quickly approaching
$90,000.00. Her most recent purchase last week was from Saks Fifth Avenue
where she bought 2 pairs of designer skinny jeans - cost: $600.00. She has hidden
these jeans from John. Two years ago, Discover Card sued her for $24,000.00
alleging that to be the balance on her Discover Card. She allowed the case to go to
default (no response filed), Discover recovered judgment and recorded the
execution (via the deputy sheriff) at the local Registry of Deeds, effectively placing
a valid judicial lien on the real estate she and John own. The attorney for Discover
has scheduled a hearing in court (Supplementary proceedings) to determine Liz’s
ability to pay and has also threatened that he will instruct the sheriff to sell the
house to collect on the judgment. Liz is now freaking out.

Finally, John is currently unemployed, having worked for Merrill Lynch as a
financial advisor — that is where he met Danielle. He has been receiving $2000.00
per month unemployment compensation since March 2010, but those checks will
run out at the end of March 2011. His prospects for re-employment in his
profession appear bleak for the moment, but he feels confident for the future. Liz
is currently working as a retail sales person at a high end specialty store and has
been told that she needs to be concerned about the prospects for bonuses or raises.
Otherwise, her job is stable. She earns $32,000.00 a year. She has trouble not
spending some of her paycheck on the latest tashions at the store where she works.

Discuss the various issues arising during your meeting with John and Liz and
advise them.

-

3. Steve owns a three family home in Lawrence, MA . The house has a current
market value of $125,000, but has 3 mortgages totaling $257,000, $70,000, and
$125,000 respectively. The third mortgage was granted by Steve as security for a
commercial business loan that he personally guaranteed to ABC Bank and the
Small Business Administration (SBA). Steve, in 20006, set up a corporation and
opened a bar/restaurant in downtown Haverhill. Initially, the business was quite
successtul but as the economy faltered, so did the business revenues. In



December, 2009 a fight broke out at the restaurant, patrons lit the place on fire and
the business and the building were destroyed. Steve’s insurance policy had lapsed
the week before and no coverage was available.

Steve is currently unemployed and would like to rebuild his business. He has no
capital with which to do that and, as mentioned above, no insurance proceeds. He
would also like desperately to keep his home but he is now 5 months behind on
each of the three mortgages. Even his live-in girlfriend has offered to help, but she
feels that she needs most of her $100,000 income (she is a very successful
prostitute) to support her three children, who live with her mother in California.
She sends money to them regularly.

Steve 1s current with his child support obligations to his two children from his first
marriage, who live with his ex-wife in Worcester. However, he just last week
found out that he is also father to 7 year old twins. Their mother has scheduled a
hearing in probate court and is seeking retroactive support.

Steve owns a 2005 Ford Focus, on which there is a car loan. His regular monthly
payments have been $258 but he has not made any payments since September.
The current balance on the car loan is $7,950, but the vehicle is in poor condition
and has a current fair market value of approximately $3,000. Last week, the bank
repossessed the vehicle and told Steve that under Mass law, he has 20 days to
“redeem the vehicle” or it will be sold thereafter, likely at the car auction.

Any advice for Steve? He is currently looking for job and has been promised a
terrific position managing his friend’s dry cleaning business (6 locations) in the
greater Boston area.
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I re Raibiisani o B8

F: Tenant in public housing paying $22/mo. got behind in rent. Housing Aunthority got judgment
on same day she filed bankruptoy. Tenant clamms their refusal o renew her lease is a
discrimination for reason of bankruptcy.

H: Housing authority didn’t violate the Code because they cormmenced the action before she
filed her petition. {A private person 15 not suhject to this Code bar against diserimination, only a
govt authority.}

1 the debt & again become bound, notwithstanding the discharge. ;
the collateral - pay for it’s S06 value. Sob ¥ Baoed & &t amawt ok the aeleitnr
ey the collateral

InrePendlaobury p. 324
F: To avoid surrendering their mobile home to ¢reditor bank, debtor filed motion for court to
strike 2 pmvzszm‘z in their ie&é“_’{zrmaizon ag{cummt W hlah they'd *;zsmud voluntar i;y




inre Radden p. 340

F: Debtor bought car on installment K, failed 1o pay, bank fawfully repossessed. Then debtor
filed ¢h 13 & sought return: of car, saving he needed it for effective reorganization. Hisch 13
plan calied for bifurcation of the debt - payment in full on the secured amt, 70 cents on dollar on
unsecured.

H: Twmover of car to debtor ordered.

ispayment.delayed by more

iejthﬁi“héfﬁ‘mw%ﬁO’i?}}%mseiﬁhmz%mg&{ file.
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No trustee.
Every debtor is automatically a deblor-in-possession.
If vou see & trustee appointed, it indicates 8 management problem.

Bﬁstorz {}ozeet} r%ullw an
West: Denise Papallardo

gsle:s S RTIER : . o Bu{ bankrupt’
% snust tﬂe 4 Very S}_‘)&Clﬁﬁﬁli}' draﬁeﬁ moton to avm{i under MLBR. 40031,

E: Debtor b %a}zzgi:zt car, financed by Hub Motor & secured. Debtor filed bankrupicy. Debtor
disputed 1} valuation of car by trustee @ bluebook price since he'd received 2 offers (@ lesser
amount, and 23 22% interest rate set for the monthly payments undey the plan. Court's expert
appraiser said valng is even more than bluebook.

I What rdte of interest can a Clz 13 éebior be ruqmreé 20 pa» on a pzzmhase 5 car ie&n“




F: Debtor i:zi}uoht home from ereditor whe took a 2™ mortgage. Debtor found defects in home &
foid creditor they'd only deposit monthly payments w/their atty until resolved. Creditor refused
1o negotiate & accelerated the loan for default. Debtor filed ch 12, sot automatic stay, Plan
called for cure of arrearages over 3 yrs + reinstaternent of original pmt schedule going forward,
Creditor filed for relief from stay to foreclose,

H: Favor of debtors. B

»«é;

Chapt. 13 Plar Exsmple

Debt Monthiv Pavmient

A, Arrears due micrigagee

$60,000 a0 mo. = $100/mo,
B. Priority {no interest or penalties going forward)

RS 1,000

DOR § 540

Total §1,500 &0 mo. = £ 25/mo,

(. Unsecured debt
$60,000 x 10% =836000 60mo. = $100/mo.
(1% unwnitten min. in MA)

Total S225fmo,
divided by 90% for trusiec fee

= §250/ma. + current mortgage payments

Burden is on debtor's counsel to provide accurate addresses for creditors. Debtor’s atty's return
address goes on the oreditors notices, not the bankroy’s clerk’s.

In Ch. 11, only the top 20 creditors are notified initially {creditor’s commitiee). But all creditors’
names snd addresses go on malnx.
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Inre Greer p. 359

F: Debtors’ Ch. 13 plan was for 3 vrs. Secured creditors would be paid but unsecured would on
receive nominal pavment even tho tota] was $18,000. Trustee objected 1o the amt the unsecureds
would get and the 3 vear plan- wanted it extended so unsecureds would get reasonable amount.
IL'ls mmum} pg}fm ent {o uzzseczzmiﬁ ezzmg;z reason 1o exzez‘sd a piarz"’

DOR Visit 4/11

~ tax dtabilities-are pridviryiclaims;

- priority claims are not dischargeable in a ch. 77

« dischargeabinty 15 statutory

- taxes within 2 yrs of petition are non dischargeable

- frustee taxes are non-dischargeahle {withholding, sales)

- gevt has 180 days w file a creditors claim, other creditors have just 90,
- DOR is subject to the automatic stay because it frumps state law.

Chapter 11:

- Corp. can create plan under any parameters; no limitations on amount or ime.

~ But tax linbilities must be paid no Iater than 6 yrs from date of assessment. Clock
starts the day tax is assessed, not day of filing as with 4 chapt. 13, {(Ina 13, 160%
of the taxes within 3 yrs must be paid + interest + penalties; over 3 vrs old is
treated as general unsecured.)

- H1ax 15 more than § ws old, call DOR and do a workout

- Plan becomes a court sanctioned K.

F, Il)ebtor $ amerxded plan wasi't objected to by creditors but court looked at it and said looking
at all factors together it should be denied.
I ‘M‘zat 58 "m@d "alih p%an 'aridcr Ch, 13‘?‘

¥ Credit(}r o‘ajef’ted to ch 13 pian as not ip good faith where creditor had a eriminal and civil
asqault & battery ]udgment agamst the debtor thaL would be dmcharged




Cham 7 {}zsch&rgggbzht’&’

. Clagsifving Unsecared Debts: -

Groves v, LaBarge p. 381

F: Debtors appeal court’s refusal to confirm their ¢h 13 plan. Plan folly paid unsecured student
foans as 2 separate class; oz}'zer ungecured crechtors got only par*lal rep&ymem

I ¢h 7 you can only deal with already scquired assets.
Inchl3 vouproject fisture income, expenses. Jf projections don’t.come abont, plan may be
modified or-dismissed.

Fr VY way ?imz ch 13 plan, debtor missed 2 payments. Trustee & creditors moved to convert him
to a ¢h 7 or dismiss as a material default under the plan.

2 Was mossing 2 pavments a material defanit?

§~I P ae‘zaWBafnrefmﬁs@mg oY ec‘i;z%mi?z‘k, ﬁ,rt mﬁ"i K beydnidihe fivi-of defaultfo-




In re McMonagle p. 393
F: Debtors, the M’s, filed a ch 7, reportingno assets. Their family corporation also filed ach 7

and was discharged. Bank filed complaim for nondischargeshility against the M's personally &
got judement of nondischargeability. The M's then converted to ¢h 13
L Is the debtor elzgzb‘ie f{}f Y ch 3'?

Inre Walton p. 410
? Debtor f‘i‘iéé a%; with monthly income surplus of 3500 & unsecured debt of 326,000

Substantial abuse under sec 707(b} calls for diRFHRSRY=HEPIATIR
has ability:to-pay.something:~Only the debtor can volumanl\zwcany&m e




g o i s mmﬁ. 5
wedings memgaa ypayingoff

F;: Debtor proposed & 16 mo. plan under a chapt 13 whereby unsecured creditors each received
only $1 {minimal payment). The only reason for filing a 13 instead of a 7 is because the
attorneys wanted fees up front under & 7, but he could pay the fee over time wia 13

Ils éebtor 513 ;zlan a lack of g{z@é ;atth‘“

BEBtors Could pay over 36 Tomte.

inre Sa}{ic}r p. 423

oSl 2 ch 7, got, dﬁchazg&,w?ﬁmxﬁleé 213

A debt excepted from discharge is one vou have to pay.
An agset exempted is one the debtor can keep,




Business Bankrupicy

. ¢h 7 liquidation or ¢h 11 reorganization

. & business that files a 7 intends to go out of business, unlike an individual
. Exemptions are not available to a business as wrsan mdividual,

. Discharge isn’t granted o a corp., only to an individual,

Involuntary Bankruptey  =Ch N

. Can be filed against 8 debtor who is unable 10 pay debits as they mature.

. If at least $14,000 is owed and fower than 12 creditors, then one creditor ¢an file,
. If more than 12 creditors, 3 must file together.

, If debtor doesn’t answer, order for relief will enter.

. Purpose = to recover 90 day preference §'s,

In re Gibralior p. 452

F: Involuntary bankrupicy petition filed,

I: Whether 2 corps w/a close relationship can count as 2 sgparate creditors for purpose of filing
involuntary bankruptcy petition against debtor,

H: In this case, yes.

- retain as-much of vour ;}raperty as p&ssz%}ie

Exempt property = the property of the estate vou are permiited to keep from the trustee (put on
Schedule ),

2 possible exemption scenarios & vou must choose one:
- fed bankruptey code
~ pon-rode (state, other fed laws such as fed . Acty 522(b)




2 Testsofa Plan:
[. BestEfforts
meome
- _reasonable expenses
= what should go to creditors

2. Best Interesfs
- You must pay creditors no less than what they'd get under ¢h 7 (i.¢., more over timethan
what they’d get now, taking into copsideration the time value of $).

- Secured v MNohifeCured:
.Ch 7; Even thothe secured debt is discharged, the underlving lien is not & creditor can evoke
remedies against the collateral. Creditor is only secured to the value of the collateral tho.
Ch 13: Samerule. If youw're current, keep paying. If not, the auto stay lefs you take time to
 pay arfedrs as you keep current going forward. If you have a note, vou can only cure arrears
- over period-{eft onthe sote.

Va4
Anto 8 dueid
- Designed to create a level p?a}mgéid among creditors as of date of filing.
- Must provide adequate protection to secured creditor so hedossn’t suffer anyfurther loss
- from deterioration of prop.
~ Auto stay stops both secured andupsecured-coliecti

1322(bX2): You can cram down or bifurcate a mortgage byt not i #°s a principal residence
{tnless there’s some additional cétlateral).

A creditor can file motion for relief from aute stay in arder to Toreclose before debtor attempts
-eram down, but if debtor i3 making regular pmis its not worth 1.
Once crammed down, debtor must pay full amount of amovnt crammed down over term of
‘ plan.

Co-debtor stay:” Co-debtor on a secared debt i protected é‘di‘iiz':g teijrz; bép.‘fari inal3, nora?d,
and only if the dabtor is going to pay 100% is co-debioroff the hodk.




3 Categories of Debt
I Sgenred

p¥opvou pledged as collateral for the debt

Ch 13 plan must guarantee payment cqgual to balanee of loan or vaiue of collateral.
. "Prierity
1009 payment reguired.
Income taxes, past chnld support, legal costs, admingsirative cosis.
Unsecured
Medical hills, credit cards, ete.”
Omly get what's left, on a pro rata basis.
Can separately classify co-debtor debt (can have 100% payment on these, if plan doesn’t
include 100% pavment of these, creditor can go after co-debtor for difference.j

a3

ad

Qualifying for a Cli 13: Max is $8G7,000 secured + $269,000 in unsecured.

You may dismiss voluntarily at any aime. Trustee may dismiss if vou do not keep up your
plan payments. Consequences: secured can foreclose, unsecured can sue for judgnent, co-
signers 108¢ Protestion.

Discharae
Under a 13. all debts listed are discharged upon completion. But ref:
- home morigages
- altmony
- death caused by vour drunk driving
- student loans

RS
- Al tax returns must be fied or you won’t be digcharged.
- if you have 2 refund comipg, IRS may send 1o trustee or ofiset a prior wx ohligaton.






