
Massachusetts School of Law 
December 201 0 

Bankruptcy 
Final Exan1ination 

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 
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 ±leld (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 oHice ). 

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 carcl. In reality, Sam's 
son took the card two years ago and charged the purchase of all of his drun1 
egmpment. 
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 ±1nanced it) in mid 2007. Sam 
owns his Land Rover outright- ±1·ee and clear. It's wmih 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 I\1ary wants San1 to 
trade it for a more et11cient and "green" vehicle. Sam is ignoring Mary. When 
Sam and Mary were doing well, they purchased a small truck for their son, \vhich 
he still uses. The truck has always been titled in Sam's name and l\1ary 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 401I( 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 ±imn 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 floor supevisor walked into the room 
and ±1rmly told that nurse to leave. The supervisor offered Mary $1,000.00 to 



"forget \vhat 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 tiom 
the t1oor 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 ±1ght (they are 4 months in arrears), argue, 
hope that the loan modi±l.cation people ±l.nally 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, MAin 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 tl.ve 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 fl.nancially responsible, he borrowed n1oney 
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. Pmi of the reason why he needed to borrow n1oney 
tiom 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 Carel 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 sheri±I 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 
±1nancial advisor- that is where he met Danielle. He has been receiving $2000.00 
per month unemployment compensation since IV1arch 2010, but those checks will 
run out at the end of IVIarch 2011. His prospects for re-employment in his 
profession appear bleak for the moment, but he feels con±!dent 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 2006, set up a corporation and 
opened a bar/restaurant in downtown Haverhill. Initially, the business was quite 
successful but as the economy faltered, so did the business revenues. In 



December, 2009 a fight broke out at the restaurant, patrons ht 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 mmigages. 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 suppmi 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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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 
\Vrite 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 
is 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 supp011 was $2,400.00. 

A broker just last '"'eek 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 cm·ds, overdue medical bills and some personal family loans. She is 
constantly being harassed by debt collectors on behalf of the credit cm·d 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 reached29.99% (the applicable 
default rate, per the credit card agreements). 

Randy wants to !mow 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. 



1 John and Mary are married and live in Methuen, MAin a single family home, Yvith 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 elates regularly and often hits either John or Mary up for some 
additional cash \Vhen they have little beer money left. The five year old just landed a job as a 
model \~1ith 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 \vith 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 oyved 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 knmvs 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 Jolm 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 A venue where she bought designer t-shirts with 
contrasting long sleeves in each ofthe 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 Jiled), 
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 Jolm and Mary and advise them. 



Question 3 
Roberto ovms 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 a11he 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 \Voulcllike to rebuild his business. He has no capital with 
which to do that and, as mentioned above, no insurance proceeds. He \Vould also like 
desperately to keep his home but he is now 5 months behind on each ofthe 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 suppmt her three children, who live with her 
mother in California. She sends money to them regular] y. 

Roberto is current with his child support obligations to his two children from his first marriage, 
\·Vho live with his ex-\";ife in Lawrence. However. he just last week found out that he is also 
father to 7 year old twins. Their mother has scheclulecl 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 bal;;mce 
on the car loan is $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. 
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This final examination consists of three (3) essay questions, to be answered in the accompanying 
blue book(s). I suggest that you read each questiG.·')l 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 banlc 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 beautiful2-family) and granted a first mortgage and a second mortgage to 

--d~ 

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 mmigage on the 
premises; they also signed another note for $100,000, which was secured by a secgnd mm1:gage 
on the ~rune house. Since then, they have been blessed with a tenru1t who pays regular rent for 
the sum_ of $1,200 a month. 

Unfortunately, after they purchased the home, they realized that homes need cru·e·and love- the 
house became somewhat of a mm~ey 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 m1 apartment in Cm11bridge, where they raised the1r frunily. In fact, in 2002, they 
purchased a buildable lot in a small town in Florida where the weather more closely resembled 
their Cru·ibbean hometown. Their intention was to eventually build a retirement house. They 
were also, ru·otmd that time, able to visit their families (on a beautiful Caribberu1 island) on a 
regular basis, but that has not occmTed for at least a few years. However, Iddy recently learned 
that his father deeded the frunily farm to Iddy m1d his 12 siblings. Iddy discloses all this 
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 brullc intends to accelerate the note (current baEmce 
approximately $450,000) because they have not made payments since October 2008. Iddy has 
heard that he can request a mortgage modification. Mru·ie has heard (from her hair dresser) that a 
Chapter 13 bmllcruptcy may well be able to assist her and Iddy with the house situation. Marie is 
currently working as a nurse's aid a11d earns $32,000 gross per year. Iddy just set up a limo 
business, purchased a 2005 Lincoln Continental, but is really malcing no take-home money yet, 
after the expenses of operating the limo service. By the way, none of the lcids is worlcing, but 
everyone is in good health. 



3. Lisa is 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 lmow 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 ofbusiness 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. 
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This final examination consists of three (3) essay questions, to be answered in the accompanying 
blue book(s). I suggest t)lat you read each questiC?.·')l carefully, circle or highlight each of the 
important issues that need to be discussed and discuss each issue as you progress through the fact 
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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 banlc transaction) that upon payment 
in full of the underlying loan, the collateral (the taxi inedallion) 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 Barllc. 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 mmigage on the 
premises; they also signed another note for $100,000, which was secured by a secgnd mor1gage 
on the ~ame 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 mm~ey 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 the1r 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 this 
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 banlauptcy 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. 



3. Lisa is 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 
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Bankruptcy 
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 thTough 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 
sl1e doesn't' get the mortgage caught up. 

Randy also has a second mortgage with a principal balance of approximately $78,000.00, which 
is 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, MAin 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 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 !mows 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 ti·om 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 A venue 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 Carel 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 sherif1) 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 j uclgment. 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 thTee 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 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 is $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 clays 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. 
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This final examination consists of tlu·ee (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 impmiant 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 mmigage 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 n1ortgage in favor of Beneficial Finance and the balance due is just over 
$74,000.00. Because the payments on the second mmigage 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 
govermnent 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 tor 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 tooting. She is 
currently working tor 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 tor almost a 



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

Sam wants to file a Chapter 7 bankruptcy case, stmi all over and hope for the best. 
Both Sam and Mary have read some articles about banla·uptcy, 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 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. San1 
owns his Land Rover outright- free and clear. It's wmih 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 San1 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 40 1 K 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 $3 7,000.00- 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 t1oor 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 t1oor supevisor walked into the room 
and firmly told that nurse to leave. The supervisor oflerecl 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 la1ow 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, MAin a single fatnily 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 suppmiing 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, 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 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 la1ows 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 Jolu1 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 tiled), 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 
tlnancial 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 contldent 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 concemed 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 2006, set up a corporation and 
opened a bar/restaurant in downtown Haverhill. Initially, the business was quite 
successful 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 mmigages. 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 suppmi her three children, who live with her mother in California. 
She sends money to them regularly. 

Steve is current with his child suppmi 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 $25 8 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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Y5~-m4t.tflt8Fjllii CMSifi16r'}fMdlf!H ftd'L / c'r-<{ d,~" 
liato!li~tiu& ~•~ I ,.::;,. 

I \" 

wstri,-tefa 
M~iftt;ci 11~ ;;lK&G 4dM& E 'Ill J, 1r I I; Jt 4& Ni6fijti\ul r'a'M~ 

Jltilt:'G&IW&idlifizW_a _a :a::A-~.aa.G.aii~ 
. 'thepm liOn Uvc; -JJ€1JtWf&.fUlftt*'I~J6WYIS&a:tl!t fiHIMUlt',.,._ti*•dailtg Jtetlter 

lJJt6QI 
1 i 1 

"'tld'i,£2¥1J !liM • $i""" 
. You nmst'IMJPl!te¥tul'ed porliorrffrfuifV..":11htlW~§[ dt1! fhlg phtn. 
. Y~t.tli4e ailitiMn 
. Oti~~tlrtti i&KW~f& wnmM'lfi1 opropeny<n-~Trot,debtor~~~ 

Exemptions 
. You 

HAUJ ) 

. If you -are 
7% of gross income for pastS yrs;Ji-

' . 
. . sec. 235'3ll(ah· 

I Have appraised or usc Kelly's Bluebook 
. Household goods 

JX.~'~ \Vhat some~ne would expect to pay for used good+ what client would expect to 
, \ t\.' l; \ sell It fo;-. 
\."t- / . Clothing 

\h\\
1

/ ~'<"-;' A-gencr~l gross value; \~'ha~ trust:e would get ifl_iquldating. 
/i_,r< ", Have client assess, Expens1vc smts? Or mostly Jeans? 

. ~' \ : f , ''" / . . Automatic perfection on consumer goods when you charged them. 
\..- ;;. ;,>. ·- "------

-"'!~: , ·(,~:.:-\Vheh you liave=a coitSUmerdebt JOU cah: "' /-
:··' _,.Y I~~Retleefi'Hhe roUateral· ".,_ ("\ 
.\I"'' {Pay<>ff -present value or balance due, whichever is less), or ·-~. '"- ~ ~~ 

~ 2·~!:;clien!mbelegally-obliga!ed,ropay.despitel>onl<ruptey),or .' ;,\). ,,. 
~--... '-' 

3~:~•:•i::::·::u:lh~e~·eM::I~:::[~··~·or:·-. .. ~~· 'I 4~~ oiisUN4 ad eenti IJ M' ~ ~ 
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. ·'ti:J''~\_w-r-\ .. \~--
C. \1\ \c \:.-- ' <$:'\~, i ;,~ / 

/1 ~ /I '"~<'":' <>o/ < 

/ -~ect~. ''\ 'Y 
.Holllil a· aitM:'- allows you to prote-ct your prirna.ryresidence_,,go~g ,forward, up.to _.$?0~;000_ ~ 
equity, 

.. J;f.yett!ll>hrHom~ . ~=d· 

'•jii0ffi~slil!!f<febli!S'~'tlrw1'1"~· 
.~~~~~~~~~ 

Chap:l1 
• includes af'low.(like 13), pius 
-a detailed disclosur-e statement (5-50 pgs} that gives creditors info on why they should 

approve, plus 
. a detailed liquidation analym (more detailed tl>an in 13). 
~ when pian is confirmed, debtor has K w/<:reditol'S and1£:i discllarged (unlike a 13 where 

you must complete the plan first) 

t'*!; dlldlj §fu'' 
M -·--~.:.-

3.~ftt~~ 
~4t ; sij'bft• Nit tmtffltWt>e.UeJ alwkMnt petttte._:Biaac,, LW'P~~~"'Od­

' Ill S!h&Jsii¥i!liitiiiiiiu'q!:U lJr=mn ti' ; n " 
t 5:-.,.atqgadiMIMIY!1E Ytti:f . -'- - . . 
.. iuer :w~ = ~::;;;~~= 

- If case is met w/objection, full case must be heard. Rules of evidence apply;­
~tjustimtwtr traMuL z annH~tt • .Mppc-.ia~,deii¥e!6c!,f4en 

-.-atK>nh~l!l''8; t:!lmrili mllfii'MI. 
~~SfdK:tinaalx iSI!I&Uui 

B11!elY6~i:tliWJ(~ .. iliYtiJMlJW ttft!f.Mfil!~~o ~ 
edaYtt<fi&k4tk: I f IIi _:; t•IU'~ 

vx;~'""'.,J "' b..,.J~k1 f""'.n_L, 

f
l What Debts aiel!WJtMIIF IL§IJIC! (sec @l_..& 1328) ~ J - '" \ ~-~ 111im~cliffi!'""!Ji"' ;~ 

··stUdent-loans stud<ml'l-~ 

"iurigmm ........ l! .... d<lft .......... JU~~f 
al.coilQWlt4JNiil 1~- , ~~·flfucid-ent 

r~ :Mt.eaa•- -.:- -.me-i!iil fRf~· 
·· fra'i:tft, Eliib&M&mr«c. _,- NOtifit:r~· 
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'l!P·It:mlti9tMkming: 
~ this is when judge first sees the p!an 
.. ~,~mii!!H!!J IMWM!I'S,~r-

~iwift 

1. Ptanm~S,.."~ll 
Sec:"i~rlebtlimits for a eh U'lillll"" 
(Has r"!!i<ho ._me " lftjoii!l!l~t unsecure<trlebtsllfno 

d-."V.>1~ w4tm IIJJ;I!ZD biid Sl\:Wt~ 17 '?111~-
~- "•e·m-s1 ht <t'\\ 1s:so 
~!IIW!iiifi! jGU-tditti(;ssit lil!lllffil-

2 . .pg. d!1ia iMMf.,.m-
3. PJMili(lliglli!JIIIdllli (gelierruly;Hl"l.Ms"iflidc) & not forbidden by law. 

(If a creditor objects, court will ensure debtor is supplying an disposable 
income reasonable to meet obligations, Income ofnon-dbbtor spouse must 
be included -in determining what's reasonable.) 

4, ~1.1!1'\!Si!i'lll!l!ll!'Miftlfs 
{They receive no less than if under ch 7) 

5. ftimi4arc#T~daitnshasaeee~~ 
~- ,', ,.--

6, fliw• M&t4o ltiRJtfsk. 

J~ detM k&!fi'tlSt9iAmtN i~Ri t<fcOn~erf #OM -f/il"P·: COUrfOTder' riot reqUired.· 
-1ftt¢&1&ii:aiUywimd We(\~~])R·iiu iizct lflJ!\8t . 

. o undisbursed funcls still·helrl by nustee are retmned to debtor in MA. 
-'new debt created <hiring~ l3 is then r<ille\1 into lhe 7 debt, t·'\> discharged. 

-Will be file~der 2 circumstances: 
1. _'4fJ,Mth Aiu{•tillill1 ap k,_,fl,a:tt.• 
2~~ 

(Creditor claims can't be pd based on claims f11ed- deDtor's attyfailed tD 

tally claims correctly after the 90 day period for creditors to file claims 
(180 days for govt)) 

-~{His -~t~~-.9.,i~M!n&& tiRl¥t;4Mtieby¢0)tit.&Wt t itkx 
a · · 'ght>J'te"esta1>1mfio<k 

- if debtor dies. becomes insane, may be dismissed or :further administration as tho death 
hadn't occurred if in best interest of Parties. RUl:e'1 0 1:6.--; 

8 



4J $' IJA \ 

- 8a« su!lwaJift~,Ldf~ a;,testlii~Jt~tmmi(JMie'SsJ· 

o ....,fa 'II' Zb&&C££t!diii'MI"lRII!!iiiJ!WJ!I!IIti1lky 
~p;l;'u niiti&LLbM!Eili&z;g;tAI,M."'': , _ \-
·if<tisettmgCJ m~~-,<tebtS_rot~mt!M.iQi349fct,.er d,.2t .. ~~~_-,,,., ~\ 0:!"\;: 

- C0lJ!'IOOI're-.aiarge within l year, if obtained fhru fraud. Sec. 1328( e}, ''<: ~-
- del!!li~limllt~s inroiTea within<iO day$ exceeding ~-·t be discharged, 

1.1~0 
1 

:inro OrJcin, p, 227 
F: Debtor was sole proprietor w/own retuernent plan; claimed it \vas not part of tbe estate_ 
T: Was it ERISA qualified & therefore not part of the estate? 
H: Because he was the emplo:;:t:r and sole participant both, it wasn't ERISA qualified so part of 
estate. NpGX Gl EMGA I@ t6'f)Y8t@~f*tfffi! retil@iiJ!iPMflltil'til:llltfi· !Wt:ii Ji\ d t 'su flifl{ .. llt:- Here 

he.<OU!dtermlnate ~ ;;:::: • 

..), 
' \;:_t.Y' \\1;'-

~,A-·, -1 
9 



Threshold Questions: 
1. Is it property of the estate? 
2. If so, can it be exempted? 
3. If not, disclose it but you don't have to worry about losing it. 

•"Ai\mtii~ :J t1 If . lt.4J. 236 
F: Student had loan from University & defaulted. She filed ch.7, then asked school for copy of 
her transcript. 
I:.htHer §BIGOI ;;e&sa+ t~niQtlpt forh.~••¥1•~•~·aCI1miiemutie-m:~ 

"'jWIJ). I it}®KlithBI liM@lfj\1'J. - .. " . ., .. " . . . . 

~--·· ' iJliW wt~~-st~qs i,-ieo•tt»rijail~tSfii&&& ~StU~ 
.o,II?J!: wwlf L & I [I' 

,.,, 68 :: 8511001&MLW.• p. 238 
F: Merchant bought lumber on credit, then couldn't pay. Creditor obtained judgment, attached 
his equipment BtttM:stU\WCWif.W±tii~IR«<J8'1RiiMn· '?.trlttg '·w r·t au~ 
~ a 1 'pJINSZWlltiiEl b LEtllil'fftf 

L \Vhether the refusal was a willful violation of the autom. stay. 
aWt·(tW:tJEI!t!8Pllsrt-...s iG&tMC peps; Nz ·-z-z?? · 'n·tn tfri new •••• 

R<P~Dmi~f&ifii1ltC6Ud[ 61 ill 3htm&e'iff~de 
>Withm-!111 day....tthe bankniptcy, Wri&fli bl!llitor gets lll'l!'UP ul'@'i'ftre'lll!ta<oo 
1:1~ be fair, any payment sib pro-rata.) 

...__ 
·,tuiJtWOOY. 

··~t:;e., 
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_iadrtJ pf'7Tt p. 247 
F: Davis listed in her bkrcy petition, then exempted, monies anticipated from a pending 
discrimination lawsuit. The trustee failed to object within 30 daj'S. 

m m sOtti&aisntl '' • da a vra;a~ttmwmx--.!W*-=• Wa J tz 4tMB19 tllijleL rti!leina 
-~--:::04~ 

ffi:}@tl_@£t:flt p. 251 
F: A dispute re: vaiuation of property the debtor claimed as e>:empt Tt8'i'{MJS~l!ill -~ 

... ui . Jl llijlllltUIT:Ii!ie,, 
I: "V'lhether the property s.tb valued at fair market or liquidation value. 
H~uch w~ ..,....,... 5 ·~---~italti8UillllilliBI'i'flltt 
~Mlfi_l'ltft, a±&4il'tiK·t!ir~ea. tt&t'f&;8tt1'Jm!M'M'f'1tfflft!! ~ _ 

.. t'!!!ll!e . 

.ln.re !Wbeoi<(MA) "Rubeck Decision" 
JiJiiliii'!!''IIHNiqni,i .... r!l ttni 1 W"irlllliiiifilrii!·dli•i'pi'MUTJ filibll1iits:W4 II :tv 
MWIJ££1tu ds' srs tow. Bank must get fair price or it's not fair to the other creditors. Approx. 
70% of appraised value is reasonable. Result of this case was g:eater effort in foreclosure 
aucnons. 
i~tti~W'i«MCWAW'&ifbi %Mjlti$ N ~84WIIlihlt'ftlrtJ IEijGMY. 

-~steoo~....m.ililbl~~· 
... rnh fa·· te?irni'riiiDilllllp i~illi'ltflilt•l! (not held in a snowstom1) 

Any'deficiencyis'tlrebmk'~ili!illlted'(:!aim ~ 
Baril< Will fuke our i'Harger<id"tri irriJ'r0'1Hiii!S'allll',~lllly<easonOl!le. '' 

Valu.-itlletmeu~t?pni'J'!lE.~erent"':'a~ 
· · · itjm..,titlffivm · , 

- HOusehOld goods: What you would reasonably expect to get !f you exPOsed it -to the 
mal"ket "in· a·-rea:~riable miumer 'With reasonable effort. 

-Car: Mid-wlue-ln Kelly blue book (fur ex., the trade 111 value) 

In re Mitchell 
F: Dispute over vaJuation of debtors' ring. Debtor claimed $7800, the alleged liquidation value; 
creditor claimed $36,000, the FMV. 
H: Appropriate valuation standard is FMV, exposure of the item to the appropriate market for a 

reasonable period of time. 

i 1 



In re Lanza p. 264 
F: \Vhen a couple filed bankruptcy, a dispute arose over the amount and securityof3loans in 
their names. H died and W had no financial records and no knowledf,re of the transactions. But 
the bank also had poor records. 
:..g~6Mt%fiG!I?GT6&l&i~18ti§&ilih§ {DM;>•4~dJ iJ • ..,.j ...... , .. 
-,~iCttfiPLJPfliUIJll~ysSulim:~~,...,.~ 

Ah£ JOiTIPNIM&_ 
- Most bankruptcies are "no asset" cases -no assets for distribution to creditors because 

of secured or exempt property. "mil'lill.'iMG&Tb Ml§bf§, S&. S@J¥ kM'\9Mklid IGF 
~ &Sirlfiittitlft 

l~•MmlMSt,_. . fi .. WJEI 
7

-- ttMiW§;i!~f112limY,t-il{{tJthe)f§, bMl'Jtiq Jttt: 
-iN€lryfjM@§§\611¥ii ~~-~,.,. , ••• 

·A;ut:- t ·&:"" 
A . .debli!'-'"~~•~"""""""'"""'~ ~ 
B.·C~<dili-

C. Bw sb&Aflg Bftilt&4 ... 10 splitting allowed) 

2. ~Af§ lh lliM'!f'?Jlf' '···ey that are created between date the case is filed & date he is 
declared a debtor. 
- in these -cases, an individual is served wla -summons & complaint 

3. Plttlfti-tltrfTJjf CM&zg&ill&JW ¥•.­
- debtor usually a corp. 
- claims by former employees 
-up to limit of $4.300 
-must have been earned wlin 90 days of filing (unsecured as to the rest) 

5 ~-.~·"-'"""" ,-·\U€lili".::..,..n..,L~<> ... ...,....~·n-7;,;,''"'1-'"'"'~:tB· 

-up to Sl,-950 -th~·_rest is unse:cured 
- rept dep!)si~.-- layay.'ays,-- etc. 

7.~ 
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Discharge 

In re H~9n p. 274 
F: A discharge case. Debtor was sole stockholder in 3 service corps. His creilitors objected to 

\ ', 
his discharge in bankruptcy because he c.-mingled business and personal funds, listed corp. debt, ,,.. t><t-

as his pe~nally and suspicious undocumented loans to or from family members and poor N;;:-t~ '-\_ 'fl<-·-~: 
recordkeepmg. \ ;.\-"'-"i 

"*' H· ,~ f*' •:.. 
. ~ 

·~ F liidQ -,,,wo R\IOIIJ""I!!!I!!!I!Il'f'l!l"'l!!~ia~~ 

-in chapt. 7, 11 or 13 
-when you mall in a proof of claim, send dup copy for time stamping & SASE 
-if a credltor ' ' inures to the other creditor::. 

Most ch 7's are no asset cases so notice goes out that no assets and no need 
to file proof of claim until you receive notice. So no bar date set in 
that case. 

B. Gll!!fi~a:;m•••...,.,.... 
Except govtce1aims••"l1!0 cdaysU:om~'Of'Case 
Notice goes to creditors 

- Case # is assigned. 
0-1 1...-Y-lx.xxxEastern div. (Boston) 
0-4 YY-4xxxxWestemdiv. 
Adversar)' proceedings get 2''..1 ca&e # 

~c 
F: Creditor objection to discharge of debt. An unemployed woman w/2 children or. S.S. 
received 7 credit cards and charged $100,000 on lu."-ury items_ A!viEX objected to her ch 7 
dlscharged. 

>·H--~Wd><oirdl"g(>1lnd~~.4!!.i<l~~l!l'!lfipr.oof1i\lnL't~ 

Ql>~-rorMi~'t'tl'd~e~ltWt-

' -s~~l!'ll.t\lli1k&Aiil!l1i!'tl!li'r .. > "-\ . \ 
.sec..'hJ7.~.obj~~ti·~-""'W.!>I<IJ>urde-c.m«l!.· 1 -~··-

1n reR~~-183 
F: Sole prop got loan, guaranteed by the SBA, \Vhcn busmess went sour he began converting 
nonexempt buslness prope-rty to exempt. So less available for trustee. 

H:"!Dbti&i'P ....... II 1 .... 

13 



Q: Ts i: fraud or just use of allowed protections of assets? 

~1 . . unj.,....~-I!IJ~ 
• Rule 4004: A · · : ... )1ili'!1,.~~~11':~~.J:' 

~..m~~~gM'iUJAMtas:" 

'"~iitlc\:6:U ~····pri~J~ 

~·lfretl!ii~Gbrlrr ~M1mmt4Jllft:i~Wtlt1!Nlil&!ti'§: 

~~.,., ..... -~~ ' 

Appeals Process 
~Bankruptcy court is ar: Article 1 court • car. 'r issue final orders, decisions are subject to 

review by an Art III court 
always a right of appeal to Bankruptcy Appellate Panel or to US Dist Ct. 

~2 rs.as;;;;n;;g;;;. 
~ Rma 'i'41Ml•!WkXj -mgi'- -illlldtl tJW' 
• JWdiii4M l EDifllli:uctllliiiil:us 
~-~.llll . 1 & & ( ltiii!!IIPi .. iliiB11ii!II'II?IJ&!I!l!lll!!i3i ht> 

ln re D'Ettore· p. 294 (an adversary proceeding) 
F: Debtor plaintiff asking whether a particular debt w/b discharged. 
Debtor wistudent loans couldn't find employment in her field. sought discharge of her studem 
loan debt under Ch 7. 
H Not discharged. Si!liioWO!IIIillil!ll!l!lMIIL!I!!!!!IJI' fi4bl jiiii&WAI\iiiiltili 1111MB L41 
o · ~~alrl:this_,.,-, ;;,,~ 

!rue Hi!! p. 297 
F: Debtor husband had some debts under a divorce settlement agreement, sought io have them 
discharged, Plaintiff ex-wife challenged the dischargeability because his indemnification of her 
for thls deht ln the agreement was in cxchru1gc for a reduction in alimony. 
H: Discharge allowed, This was a property settlement, not alimony & support (which are 
nondischargeab!e)!"Pil(!ji~mtl~ment.,...J>edis<:!Jarged If lm!tillft)''tlr]l!i~'W'l!!P!!"!!!lll!~'ts 
~ :)lti,ltiUSCt{> 
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In re;y!ili!Jank 
H: -~il!lll.llrl!"-'!ble wlwre.!l:l¥.1~~ 
,.aadrex""'zr+oMtt1.aW~~~~p:m {He was having an affair at the time.) 

'En<:s: 
--~giiifi'fip ~Ely" 

~ SG~fi.Nsdic Jsarg:eWe.u:aS..Ga~*ia:E n'l S 'I' 
''W'Il!64LJJil ~~~~--
-~4&9 ptGVGi\~~~~~~A -~~~~Jymilli<)Rr~t saatn~ 

. JWkava;· p:3l!llG< 
F: Fanner w1bank loan secured by his fann & hogs got behind in payments & so!d some hogs 
under another family member's name ir. violation of security agreement L'l bank."'l.tptcy 
proceedings he lied, was sentenced for perjury. 
~M&br P&hW l'nnbr' 1mt•tdMaM fli:M~,l 

·.RllU!eaafini)W' 2 wlMI,._.,..MII- .J.j- rTI MJtiU1¢ll'51' 161 81@ fi@h. (lf farmer above had sold the 
pigs, bank would still be secure in the amount of the proceeds.) 

1nreR<IlflllSOO.,,j:i:::1lili'lC : 
F: Tenant in public hous~ng paying $22/mo. got behind ir. rent. Housing Authority got judgment 
on same day she filed bankruptcy. Tenant claims their refusal to renew her lease is a 
discrimination for reason ofbankn1ptcy. 
H; Housing authority didn't violate the Code because they commenced the action before she 
filed her petitioR (A private person is not subject to this Code bar against discriminatwn, only a 
govr authority.) 

the debt & again become bound, notwithstanding the discharge. 
2~1 the collateral- pay for it's 506 value. so;;--:. 5v: ...... ·) .o;,;. J.r.. ,.,.o.o .. t '* ~,... .. ;;...L'~;w..~ 1 

J$i(Jdi F£1\Mt the collateral 
41!'~e collateral wlo a reaffitmat:on) pay in instal:ments (notalki't\rciHifM.i\j-

!n;te"Perull$1ty p. 324 
F: To avoid surrendering their mobile home to creditor bank, dehtor filed motion for court to 
strike a provision in their reanlnnation agreement, \vhich they'd signed voh,;ntarily. 
H~e~·m·-fureciose:-€ourt""oo't mta~~.._. .. .,~ Pt«tics 

.~.iglrt~liltfi!I"K. 

15 



Ch 7/Ch 13: 2 main differences: 
I :~€!1'1!!441ijliiJI~,.,!iijl¥t:: 

Ch 7:<1Rji!MiltMI!'II!'ftl!ruedi~wge 
2. Ch t'l' d-l!l!tjJS jllll!!Efty 
C~.gi::wliaiUiJ'i~·~~~ 

ln re Radden p. 340 
F: Debtor bought car on installment K, failed to pay1 bank lawfully repossessed. ·rnen debtor 
filed ch 13 & sought returr. of car, saying he needed it for effective reorganization. His ch 13 
plan called for bifurcation of the debt- payment in full on the secured runt, 70 cents on dollar on 
unsecured. 
H: Turnover of car to debtor ordered. 

&a!21CM~ LL Wpu a•daiMPlml:p~iali*! daMn~-; 4~~­
''it.WI!ftiriFillumrietb~daYi-wwU,. Sec 6SC 1 ll'l. ... 

--~--~"r~~M,l'lillti~wit~t•• .. ,- _;-~. 
M T Mlef~ 0&"~U_84ilMQ:ilat&lltt&dtlll d El18i 

qt 5 TCOFei I 'L-~~ t>_i*J .If 12 .,)JfJUS­
-+fl!-llll:'i!ll.lllllllflflili .. 

.. ""fiii•uw-wrt '11 I $;' .. I . I ~ 
·8AblW J llwMJAititl.utt§ b:tl41it'MI t 1 t' b 

··· . ..\Mhe~....._<ll'l"(i!l'iii¥Pa~,<Jl~)C\'4.\'~'l'Qre 
·-·lf.rfri.t -- '-

16 
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.,!fftll'~'· 

Ghaj;<..il,. 
~is-lml.lt'l!l~'ti'\1~1· an~lliP=i,., 

m~~~~...,'l""'•"'It"'fimtee'*'l'l'i"!!l" ••• •a­
of.c~ ahliiulJf"ne;aaM£=~. 

Chap! I I: 

Every debto: is automatically a deblor~jn-possession. 
lf you see a trustee appo\ntcd, it indicates a management problem. 

~ 
~~, .:aa&L &JikJ jat:s8i1ti£M 
Boston: Doreen Sullivan 
West: Denise Papallardo 

I But bankrupt 
must file a very specifi<ally drafted motion to avoid under MLBR 4003·1. 

lnTe~ p. 344 (1984) 
F: Debtor bought car, financed by Hub Motor & secured. Debtor filed bankruptcy. Debtor 
disputed 1) Yaluation of car by trustee @,bluebook price since he'd received 2 offers @ !esser 
amount, and 2) 22% interest rate set for the monthly payments under the plan. Court's expert 
appraiser said va:ue is even more th:m bluebook. 
I: W"hat rate of interest can a Ch 13 debtor be required to pay on a purchase £ car loan? 
H: Rule~c 1 ls Lqi1JIIIIllllimB~4Gli!Bf HPJileit*t3,-bdt'Qigel 

·····~tlt<.$00UJ'e""'-lit<m1~ 

Trustee establishes the valuation and interest rate, but debtor can fiie an objection. Ji.'&§t t'MQ. 

heid'"'"'"''"'"'"'"'"'••imii~-the.~~ ... t.and~ u• :iOlJIWiiiM ;JiG &Cdlit!P RUI(!Illllli&iiiiii!IIWt'lll ___ _ 

~ ICL:~ 
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Rul~: Code exemptl>oho~<Jm the;>ewer of a Ch l3 debtoc~ ... Xh<MmQo~/ 
TeHefin-Q .weu.-...a!I'Uneme»tpge:i&~uJld.mJUW»in. '' 

fnL<ciadd.,., p. 352 
F: Debtor bought home from creditor who took a 2nd mortgage. Debtor found defects in home & 
told creditor they'd only deposit monthly payments \V/thelr att:y until resolved. Creditor refused 
to negotiate & accelerated the loan for dcfauH. Debtor filed ch 13. g1t automatic stay. Plan 
called tl•r cure of arrearages over 3 JTS + reinstatement of origmal pmt schedule going forward. 
Creditor filed for relief from stay to f0rec1ose. 
H: Favor of debtors. P-*-..,47 t, s ; 'IWiMm&~gi;..d~l:h:,~--~rhlifW'ffl~ 

'•"•· '• --- .,,, __ . ___ ' 

A. Arrears due mongagee 
$60,000 60mo. ~ 

B. Priority {no interest or penalties going forward) 
fRS $1,000 
DOR S 500 
Total s;,soo 60mo.c_·_· 

Month]\' Payment 

$100/mo. 

C, Unsecured debt 
560,0{)0 x 10%~$6,000 60mo.~ $100/mo. 

( l 0% unwritten min. in MA) 

T 1.1tal 5225/mo. 
divided by 90%, for trustee fee 

·"'" $250/tno. +current mortgage payments 

iJ z situ uiR.Qt~Mm dati 't itGoktims: tUJH me MMEUfbd flijtUdlt§ Wff11m: tlLOilh:M...­

~-
Burden ~s on debtor· s counsel to provide accurate addresses for creditors. Debtor's att;/ s return 

address goes on the creditors notices, not the bankrcy's clerk's. 

In Ch. 11, only the top 20 creditors are notified initiatly (creditor's committee). But all creditors· 
names and addresses go on matrix. 
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Cli~~.ol>li~--~tw.iru:mno Jdotgt!!l.-m. (But MA has no 
:onowup, in fact.) !f,~~Piil>llf~ i ...._ .. 

+,·d~~-'••~surs~s;e,- n s;'&t 
~~f, , r· 
3--~, 

·~ll<i.~,r:~-~---p._. __ ~ 
.~J!!l!i!,;;*"'~'"l'~~~il!le 
-~· 

§444 IIJi lPfis-

, 
1 

MOII££ki-

~ «0 ·· Melm~ . 
, \ ,:m;. &Mit a' a. ·r,w>dn••trWwtfi.kQiaiii~Uili-WrdztJ Bmderi*'"WC"'Tr 

-~IIlli} I_ ' ) , dlfB4*1i11iililtitiJtll £1tipri11p £¥Mi4 ,..,... 

~::4fitretf} tfild@bi BM£&i&MXH•­
.. ,.rtf16YIWI' --

Wi&tn:dita , t; aop&llt!!IL 

'?11!11!~ 2 I ILL'Ii I IIIII" 
-~-8iWMMl1tttQjltV'JJii.J'Itll&!& Ci~lftll~·~-
•,¥ame. .~ 

....-all:iall!"Wtti"i!'tl~~ .. 
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In re Greer p. 359 
F: Debtors' Ch. 13 plan wa~ for 3 yrs. Secured creditors would be paid but unsecured would on 
receive nominal payrnent even tho total was $18,000. Trustee objected to the amt the unse~ureds 
would get and the 3 year plan~ wanted it extended so unsecureds would ge: reasonable amount. 
I: ls nominal payment to unsecureds enoug..':l reason to extend a plan? 
H: No. Th~ek.Wp~atcis:;:b I . 1~1£$1(; & trdi- fB £1 .,8$ -~ 
4aaeuHiif:l}ali.iit!iW71J!Jf!Cnl, a•• ;gfi: ntse••radi!J1111t@ti• gphwd UP F 9 Jllr:tllltw. 

to~tacn,·w Gqt Jll!tth:·:r~rb:atiar'btenta8!1f't'id"r ·r rrtfflrnda ...,!. 
Here,-.a ¥«YaJ 15kVJmQgct sg,¢Q]Jit.~.WWH~Iildll_ d0 

DOR Visit 4!11 
• tax ~iabilities,are prioritj"l:!hdms, 
~ priority claims are not dischargeable in a <:h. 7? 
~ dischargeabHity is statutory 
~taxes within 2 yrs of petition are non dischargeable 
-trustee taxes are non~dischargeable (withholding, sales) 
- gov1 has: 180 days to file a creditors claim, other creditors have just 90. 
• DOR is sul:~ject to the autorr.atk stay because it trumps state law. 

Chapter 11: 
~Corp, can create plan under any parameters; no limitations on amount or time. 
~But tax liabilities must be paid no later than 6 yrs from date of assessment. Clock 

startS the day tax is assessed, not day of filing as with a chapt. 13. (In a 13, 100% 
of the taxes within 3 yrs must be paid+ interest+ penalties; over 3 yrs old is 
treated as general unsecured.) 

·if tax is more than 6 yrs old, call DOR and do a workoct 
- Plan becomes a c.ourt sanctioned K. 

In're'UnV'i~ P· 366 
F: Debtor's amende...i plan wasn't objected to by creditors but court looked at it and said looking 
at all factors to getter it should be denied. 
I: Vvnat is a "good faith" plan under Ch. 13? 

JiaJilau 11 '"CI'! >K&Uh§. $Up§)1if@rft ffi¥&GitifiMitliWtt; &J811RM1t!O\Z ddil8\&Ail £§{1!4i: 

mu!,lWl!lJI.PP.lieaJ.!f!.J;;& .. 'l'o&tll§.vet~:filiP&-bq~geti!~,...~,l;rn--

In •K-~"- 176 re um<<m.tS p. _ . 
F: Credltor objected to ch 13 plan as not in good faith where creditor had a crimina~ and civil 
assault & battery judgment against the debtor that would be discharged. 
H: Not a good faith plan. Court said you ~-~·""1

1 

I·· 
f'WBir11MfPI..WAtijQi~QIM1iMI•&iiiliWIM': 
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~;W;:iwn'i;;m:,;, 

•m disttt~wtswiJltlta 

~$'tG~68ftS~-

- d<l~JtofJv~m-IIMnjUf'Y. 
>Ca«W'd...,_s, a til ~ 
-1161 111§1!11!11'l!l"llll'it 

\oi4\Sfli4MIMtgf!!&Mt 
~·r dl«lltd!@¥•11Miift111Js .. 

Groves.v. LaBarge p. 38 I 

Chapt 7 J)ischargeahility 
-'t!Ct!!'!l6t!rW!fli'b!'~'iiW!II\!i~llj~ 
~~ 

- :liMJJ) iift!JttiitRIMI gtllit'UW 
-~ 16&&116lttm!lti~ 
-delt~l£1~1 al' ~ 

c~used by i>peratiJ!gB.-lliel-mle 
mtSkllllbd hM-G&i!bhtgtat.le 

:lfi!IM tli§CitMI Mil 
I . . 

- &hl ' dLi!IJ:II§ I hf - .. 

F: Debtors appeal court's refusal to confinn their ch l3 plan. Plan fully paid unsecured student 
loans as a separ~te class; other unsecured creditors gpt only par.ial repayment. 

:==~~=:=:;;:;entl~!~:==::::=·l ·-
ts:I'WQI!IIII ......... 

*&&iiJiii §G& §t1'Af&i§ d£4'~! l~ebt for wJrich-tbeve....it:a gnar:~; 
~--AfiBi' U , nat 

1 tW&i iZM& §66 CJEM~fui~:t'~~ft~ ,IM '!tip;; 
""C81l!JWJ:~tJfiii ";:azuin -TJfJb r *YiitlftL1:til$frrJi&lklcll lllD-

'Q.td llftllll R!til@~i &'gettidbf~dft}l!Mt:lt~ltf!f'Ui J flitie:~· 
..Qii m· 

In ch 7 you can only deal with already acquired assets. 
ln-ch>l•3ryou 1""Ject future inoome, ,expenses; ·;Jf lll'Ojections ilo!l?,l,~me. abO!II.Pian may fre 

mOdified onfunlissed. 

·~p,~86 
F; Yz waythru ch 13 plan, debtor missed 2 pa}ments. Trustee & creditors moved to convert him 
to a ch 7 or dismiss as a material default under the plan. 
I: Was mlssing 2 payments a material default? 
!i: ., F6r:de])-Befote'diJmlisslnl/,ll'f''~onVI>rlillg, c~iiit\Vill'l!iQltbeyonil'l:he'mCHlf.tlefllulH<>· • 
~~lll'lolllliM&"tCml-
~~ 

If«~RfWSt\:f'M''t!h"13.md•lj·~Js~~<+~ta£tiiUiW 1tiDU ·.-l!lt9ilbLJ 2LdftD 
~Hi fillt#lil&N&t~iettt\~u~f~~~~Mo~og.at:e,~J,eStSIJF 
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T<ll~lll~l!dl! ~~~~~dtliliiii'M:ii 'lil'llfl!l:t 

41!-!I!!'!WIIfl P· '"'' 
F: Hardship petition by the 1rustee. Ch 13 debtor died partwaythru plan, 2 minor children. 
H: Hardship discharge allowed to protect probate estate for miTior children. M~ 
11ischm ge is"4qqpnaprieW:wC.J't: 

I) (leSfor has been'lmlkiBg j!lltwi~Qi-&itldildt.!f"'l\t< 
·2)nowcan'tbecauseofreasons~Je5•thldttalllillnotl I ~ 
3) credt~:ots•• @ZidiiZMAMCCfliMflltlil;i 
4i;;st111JdUI 'llliXMDUIIMB UI.JiiSllakernative 

In re McMonagje p. 393 
F: Debtors, theM's, filed a ch 7, reporting no assets. Their family corporation also filed a ch 7 
and was discharged. Bank filed complamt for nondischargeability against theM's personally & 
got judgment of nondtschargeability. TheM's then converted to ch 13. 
!: Is the debtor eligible for a ch 13? 
F!:Yes, .· Meeis~rtm~glliiii'I'JWQ&JQIMIII'II'Irlli!i'tll1!111 

- a!ii:Jid!Biil' 
~~dliMifhw!ri:tMT 
- ~tllil&fidid&AiMii&i@!tMICM& It&&&& dKPY~~­

(Curre~@ltlS IP?@illllt 

COii~.-"··· claims the debtor may have to pay eventually. 
Uriliqui~= liability admitted but amount is in dispute 

InreWalton p.410 
F: Debtor filed ch 7 with monthly income surplus of $500 & unsecured debt of$26,000. 
~ttat-aGIM!H!Iii!Sftftlbl 2 ' I lid IU!d E?E?SC 7 rlilr salllf"t~llilllll. ll 
than-~.,..__ 

Substantial abuse under sec 707(b) calls f~,ll!>t~en'in'll~~ 
hasabiUty>topay.something, Oillythe debtor can voluntarily_cQIW"""''"'' 
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1~ ~.e.pelft!~ 

-~~~~~ 
~tl!'Wl'~~~·-· 
-~~~ngobavebllglln;cbyi"'yingC<>ff _ .. 
. ...,.,.,,-~,:.· 

~~ 1fl... 'g 1 I $g~, 

-b~~ 

~ifbeti p, 417 
F: Debtor proposed a 16 mo. plan under a chapt 13 whereby unse-cured creditors each received 
only $1 (minimal payment), The only reason tOr filing a 13 instead of a 7 ls because the 
attorneys wanted fees up front under a 7, but he could pay the fee over time w!a ll 
l: Is debtor's 13 plan a lack of good faith? 
·H~m,r· Hiw.Q ;~!!ll;plau.i•W iiiJ!$111'1eUGi!b!ollPoo.ild pay over 36.,.,_ 

~il''M¥1'-d£l't~.tmit'iiifeif' 11 fib 5 i! -~~ 

In re Saylors p. 423 
Fri;ouple fil0\l.a:Clt7; gqi,diBc!large:_~Je.i~ ·l:\:lo'~tm; J!l6! tf.i!!@M%ii!&. Mi!l<:ef 

~MtztiMa.U«:&tUdE!Uiw·Mi~s \ trw) SMW*t 'Q - bUb _ 
-. A "~iYiJetmisbiiJiJ) 'i!'t;m\MMhus litit\g <rf theJ~ pt:eVehted tt\e-"SeCorert~itrit frorii ,. 

': ·M:edwL!J ina& tf§ibl Jill.'"· · · A --- ·- -- .. - -- •• • 

A debt excepted from discharge is one- you have to pay. 
An <t.')SCt exempted is one the debtor can keep. 
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Business BankruptcY 

. ch 7 liquidation or ch 11 reorganization 

. a business that flJes a 7 1ntends to go out of business, unlike an individual 

. Exemptions are not available to a business as w/an individuaL 

. Discharge isn't gra.'lted to a corp., only to an lndividuaL 

Invo1unta~;y Bankruptcv ~C:\:v \\ 

. Can be filed agajnst a debtor who is unable to pay debt) as they mature . 

. If at least $10,000 is owed and fewer than 12 creditors, then one creclitor can file . 

. If more than 12 creditors, 3 must file together . 

. 1f debtor doesn't answer, order for relief will enter. 

. Purpose"' .. to recover 90 day preference $'s, 

IP re .Gihraltor p. 453 
F: Involuntary bankruptcy petition filed. 
I: Vv'hether 2 corps w/a close relationship can count as 2 separate creditors for purpose of filing 
involuntary bankruptcy petition against debtor. 
H: In this case, yes . 

. 2.goa~s,m~ 
- get discharge ofas mllch aebf as: ffii$i!lle 
• retain as·much of ynur prOpertY as· pOssible 

Exempt property ..... the property of the estate you are pennitted to keep from the trustee (put on 
Schedule C). 

2 possible exemption scenarios & you must choose one: 
- fed bankruptcy code 
-non-code (state, other fed laws such as fed rr. Ac~) 522(b) 
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2 T es~s of~l~rnn: 
!. Best'Efforts 

income 
- rea§Onahl~ ex~s 
·= what' should go tO -ere-dit.ors 

2. ilest'Interests · 
. You must pay creditors no less than what they'd get under ch 7 (i.e., more overtlmethan 

what they'd get now, taking into cons1deration the rime value of$). 

S~ed-::•Nool!e<:\Urilll·· 
. Ch 7: Even tho1he secured debt is discharged, the under~ng lien is not & creditor can evoke 

.rernedies -against the collateraL Creditor is only secured to the value of the c-ollateral tho. 
Ch 13: Same rule. lf you're current, keep paying. If not, the auto stay lets you take time to 
'pay ari'ehrlniS yo-U keep current goillg forward. If you have a note, you can only cure arrears 
·-over period ieft-:on:tht:- note. 

' A.uto S!l!)! l!t 
- Designed to create a leVel 'P1a·ying ed among creditors as .of <late Qf filing. 
-Must provide adequate protection to secured creditor so he 'doesn't sufrer.anyfurther loss 
· from deterioration of-poop. 
- Auto stay stops both secured and un:recw:ed.~ns 

J322(b){2): You can cram d<>wrn>r bifurcate a mort!!llge but not if it'• a principal TeSidence 
(unless there's some additional·oonareral). 

A creditor can ftle motion fOr rCtief from auto stay in order to ·foreclose before debtor attempts 
-cram down, but if debtor 1s making regular prnts its bot worth it 
Once crammed down, debtor must pay full amount of amount crammed do~n over tenn of 
plan. 

Co-delrt~r stay:' {'_,o-~ebto~ on a secured ru:,bt is_ prot~~~ dUHiiiteml- bfplar: in a 13, nor a 7, 
and only1fthe debtQrlS gomg to pay !00% JS oo-debtor off the hook. ./ 
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J.Categ~.9f De~J; 
1- 8~.1\ft~ 'i 

pfoptyou pledged as collatera! for the debt 
Ch 13 plan must guarantee payment equal to balance of loan or value of collateral. 

2. ''Priority 
1 oou;{l payment required. 
Income taxes. past ehtld support, legal costs, administrative- coS!£. 

3. Unsecured 
!'vfedical bills, credit cards. etc.·· 
Only 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 l 00% payment of these, creditor catt go after co~debtor for difference.) 

Qualifying for a Ch 13: Max is $8C7,000 secured' $269,000 in unsecured. 

Qism.i~;:?al().f.yO'.lf case: 
You may dismiss voluntarily at any time. Trustee may d1smiss if you do not keep up y01.::r 

plan payments. Consequences: secured can foreclose, unsecured can sue for judgnent co­

signers lose prote.;tion, 

Dischan.re 
Linder a 13, all debt:; listed are discharged upo:r; completion. But not: 

IRS 

- home mortgage 
~alimony 
~death caused by your drunk driving 
- s~udent loans 

-Ail tax returns :n'...!St be filed or )UU won't be discharged. 
-if you have a refund comir:g, ]RS may send to trustee or offset a prior tax obligation. 
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