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SUMMARY

The bankruptcy court considered whether individual Chapter 11 debtors could modify and repay a
New Jersey residential foreclosure judgment through a Chapter 11 plan despite the creditor's objection.
The court held that the Bankruptcy Code authorizes modification or satisfaction of a foreclosure
judgment under 11 U.S.C. § 1123(a)(5)(E), because Chapter 11 lacks Chapter 13's home-mortgage
anti-modification provision. The court further analyzed whether the proposed twenty-year repayment
term satisfied the fair-and-equitable requirement of 11 U.S.C. § 1129(b).
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DISPOSITION other

PROCEDURAL POSTURE Debtors sought confirmation of a Chapter 11 plan over the objection of
Dominion Bancshares Mortgage Company, the holder of a foreclosure
judgment secured by the debtors' residence.

STANDARD OF REVIEW The court applied the statutory confirmation standards under 11 U.S.C.
§§ 1129(b)(1) and 1129(b)(2)(A), evaluating whether the proposed
treatment of the secured creditor was fair and equitable in light of the
creditor's state-law rights and the facts of the case.
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QUESTIONS PRESENTED

1. Whether a Chapter 11 plan may satisfy or modify a New Jersey foreclosure judgment secured by the
debtor's principal residence after entry of the judgment.

2. Whether the debtors' proposed twenty-year payout of the foreclosure judgment satisfied the fair-and-
equitable requirement for confirmation over the objection of the impaired secured creditor under 11
U.S.C. § 1129(b).

HOLDINGS

1. A Chapter 11 plan may satisfy or modify a foreclosure judgment because 11 U.S.C. § 1123(a)(5)(E)
expressly authorizes satisfaction or modification of any lien, and the Bankruptcy Code's broad definition
of claim includes a foreclosure judgment or the resulting right to payment.

2. The proposed twenty-year payout of Dominion's foreclosure judgment was not fair and equitable and
could not be confirmed over Dominion's objection.

KEY QUOTATIONS

“In concluding that there is express statutory authority for treatment of a foreclosure judgment in a Chapter
11 plan, we are mindful of the admonitions in Roach and Perry that state law rights must prevail absent
specific and clearly expressed congressional intention to preempt state law.” (at 597)

“Where, as here, congressional intent is clear, our sole function is to enforce the statute according to its
terms, i.e. to recognize that a Chapter 11 plan may satisfy or modify a foreclosure judgment.” (at 598)

“It is impossible to conclude that modification of a secured creditor's opportunity for immediate sale of the
property to satisfy its claim from the proceeds, to require a twenty year waiting period for payment in full of
the claim, is a "fair and equitable" treatment of the claim under § 1129(b).” (at 601)

FACTUAL BACKGROUND

Dominion held a purchase-money mortgage on the debtors' New Jersey residence, which the debtors assumed
when they purchased the property. After the debtors defaulted, a foreclosure judgment fixing Dominion's claim
at $78,000 was entered on January 16, 1992. Before the sheriff's sale, the debtors filed Chapter 11 on June 1,
1992, proposing to pay the foreclosure judgment over twenty years at seven percent interest. The residence was
valued at approximately $112,500 after estimated costs of sale, and Dominion was oversecured, but the proposed
plan would shift the risks of delay, default, and possible depreciation to Dominion.

PROCEDURAL HISTORY

The debtors filed a Chapter 11 petition before the scheduled sheriff's sale of their residence. Their plan proposed
to pay Dominion's $78,000 foreclosure judgment over twenty years at seven percent interest. At confirmation,
the debtors established all requirements of 11 U.S.C. § 1129(a) except § 1129(a)(8), because Dominion rejected



the plan. The bankruptcy court denied confirmation because the proposed treatment was not fair and equitable
under § 1129(b).
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