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SUMMARY

The Fourth Circuit affirmed the district court’s judgment upholding rejection of a Chapter 13 debtor’s
proposed plan. The court held that technical compliance with the Bankruptcy Code’s disposable-
income requirement under 11 U.S.C. § 1325(b) does not preclude a separate good-faith inquiry under
§ 1325(a)(3). It concluded that the bankruptcy court did not clearly err in finding bad faith where the
debtor sought to retain three luxury vehicles, pay off their secured loans, and discharge more than
$78,000 in unsecured debt.
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QUESTIONS PRESENTED

1. Whether technical compliance with the disposable-income and means-test requirements of 11 U.S.C. §
1325(b) precludes a bankruptcy court from determining under § 1325(a)(3) that a Chapter 13 plan was
not proposed in good faith.

2. Whether the bankruptcy court clearly erred in finding that Goddard's plan was not proposed in good
faith under the circumstances of his luxury-vehicle purchases, proposed debt treatment, and minimal
payment to unsecured creditors.

HOLDINGS

1. A debtor's strict compliance with the means-test and disposable-income requirements of 11 U.S.C. §
1325(b) does not preclude the bankruptcy court from independently determining whether the Chapter 13
plan was proposed in good faith under § 1325(a)(3).

2. The bankruptcy court did not clearly err in finding that Goddard's plan was not proposed in good faith
because it would enable him to retain three luxury vehicles, obtain unencumbered ownership of them,
and discharge more than $78,000 in unsecured debt while paying only a small dividend to unsecured
creditors.

KEY QUOTATIONS

“For all these reasons, we reject the legal notion that strict compliance with § 1325(b) somehow precludes
the bankruptcy court from considering whether the debtor’s Chapter 13 plan was proposed in good faith, as
required by § 1325(a)(3).” (Section II)

“At bottom, we conclude that while a debtor must comply with the means test in § 1325(b), he must also
satisfy the requirement in § 1325(a)(3) that his Chapter 13 petition be proposed in good faith.” (Section III)

FACTUAL BACKGROUND

Goddard, an above-median-income Chapter 13 debtor, owned three recently purchased luxury vehicles securing
approximately $3,060 in monthly loan payments. Using the means test, he deducted secured-debt payments and
reported negative disposable income, proposing a 60-month plan that would pay approximately $6,500, or 7.7%,
of $84,700 in general unsecured claims while paying off the vehicle loans and leaving him with unencumbered
ownership of the vehicles. The bankruptcy court found that the plan would allow Goddard to improve his
financial position at the expense of unsecured creditors and that he had not shown a practical need for all three
vehicles.

PROCEDURAL HISTORY

Goddard filed a Chapter 13 petition in September 2023 and proposed multiple plans. The bankruptcy court
rejected his fourth plan under 11 U.S.C. § 1325(a)(3), finding that his proposal to retain three luxury vehicles
while paying approximately 7.7% of his general unsecured debt was not made in good faith, even though the



plan technically complied with the means-test requirements of § 1325(b). The district court granted leave for an
interlocutory appeal and affirmed on March 13, 2025. The Fourth Circuit affirmed the district court.
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