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SUMMARY

The Fourth Circuit en banc held that 11 U.S.C. § 1322(c)(2) permits Chapter 13 debtors to bifurcate
undersecured home mortgage loans that mature before the plan’s final payment into secured and
unsecured components and “cram down” the unsecured portion, overruling its prior decision in *Witt
v. United Cos. Lending Corp. (In re Witt)*, 113 F.3d 508 (4th Cir. 1997). The court reasoned that the
plain text of § 1322(c)(2) authorizes modification of claims—not just payment schedules—and that
the provision’s reference to § 1325(a)(5) confirms Congress intended to allow stripdown of qualifying
short-term residential mortgages. This decision aligns the Fourth Circuit with every other circuit that
has addressed the issue, reversing the district court’s judgment that had relied on *Witt* to bar
bifurcation.
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QUESTIONS PRESENTED

1. Whether 11 U.S.C. § 1322(c)(2) authorizes modification of a homestead mortgage claim, including
bifurcation and cram down, when the last payment on the original payment schedule is due before the
final payment under the plan, or only authorizes modification of the payment schedule.

HOLDINGS

1. The plain text of § 1322(c)(2) authorizes modification of such claims, not just the payment schedule,
including through bifurcation and cram down.

KEY QUOTATIONS

“we now align our circuit with every other court that has considered this issue to hold that the plain text of 11
U.S.C. § 1322(c)(2) authorizes modification of such claims, not just the payment schedule for such claims,
including through bifurcation and cram down.” (at 3 (slip op. at 3))

“Notwithstanding subsection (b)(2) and applicable nonbankruptcy law . . . in a case in which the last payment
on the original payment schedule for a claim secured only by a security interest in real property that is the
debtor's principal residence is due before the date on which the final payment under the plan is due, the plan
may provide for the payment of the claim as modified pursuant to section 1325(a)(5) of this title.” (at 10 (slip
op. at 10))

“Accordingly, we overrule our decision in Witt.” (at 17 (slip op. at 17))

FACTUAL BACKGROUND

In May 2004, Larry Hurlburt purchased real property from Juliet Black for $136,000, paying $5,000 down and
executing a promissory note for $131,000 secured by a deed of trust. The loan had a balloon payment due May
26, 2014. Hurlburt defaulted, and Black initiated foreclosure. Hurlburt filed for Chapter 13 bankruptcy, valuing
the property at $40,000. He proposed a plan to bifurcate Black's claim into a secured claim of $41,132.19 and an
unsecured claim, and to cram down the unsecured portion. The bankruptcy court denied confirmation based on
Witt.

PROCEDURAL HISTORY

The bankruptcy court granted partial summary judgment to Black, holding the deed of trust valid. Hurlburt then
proposed a Chapter 13 plan seeking to bifurcate Black's claim into secured and unsecured components and cram
down the unsecured portion. The bankruptcy court denied confirmation, holding that under Witt v. United Cos.
Lending Corp. (In re Witt), 113 F.3d 508 (4th Cir. 1997), the plan violated § 1322(b)(2). The district court
affirmed. A panel of this court affirmed, but the en banc court granted rehearing and reversed.

DISPOSITION



reversed_and_remanded

REMAND INSTRUCTIONS

Remanded to the district court for further proceedings not inconsistent with this opinion.
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