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Underwater Homeowner to Uncooperative

Mortgage Lender: Take My Home, Please!

Does Dirt for Debt Work in Chapter 13?

Eugene R. Wedo�

Consider this situation: A couple with only moderate income has
had to relocate, and the mortgage on their vacated home is
underwater, with a balance greater than the home’s value. The
homeowners can’t sell the home unless their mortgage lender agrees,
and the mortgage lender won’t agree to a sale and chooses not to
foreclose the mortgage. So the homeowners still have the obligation
to make mortgage payments on the vacated home—and insure it,
and maintain it, and pay its property taxes, and (if it’s a condo) pay
their homeowners’ assessments—but now they also have whatever
costs are incurred in their new living space. They don’t have enough
income to cover all of these expenses. A bankruptcy could help them
by discharging their personal liability for the mortgage payments,
but could it also remove the other obligations of ownership? Speci�-
cally, can a bankruptcy �ling require their lender to assume the
ownership obligations by taking the home in payment of its secured
claim?

This method of treating a secured claim, known colloquially as
making the creditor take “dirt for debt,” is recognized in Chapter 11
cases, but the cost of proceeding in that chapter makes it impracti-
cal for most homeowners. For most homeowners, the dirt for debt
option would only be viable in Chapter 13. Its availability under
that chapter, though, is debatable, with a set of con�icting decisions
on the question,1 and at least two cases now pending at the circuit
level.2

This Law Letter takes a closer look at dirt for debt in Chapter 13,
�rst outlining the settled law in Chapter 7 and 11 and then examin-
ing the arguments made in the Chapter 13 decisions.3 The conclu-
sion is that Chapter 13 does o�er the same dirt-for-debt option that
Chapter 11 does.

Paying Claims with Estate Property Outside of Chapter 13

Chapter 7

In Chapter 7 there is no provision for payment of claims other
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than in cash. The trustee’s duty under Code
§ 704(a)(1) is to “reduce to money” the property of
the debtor’s estate and then, under § 726, to pay
creditors in the speci�ed priority from the liqui-
dated estate.4 To reduce the estate property to
money, of course, the trustee often has to sell the
property, including property subject to liens, but
underwater property will probably be sold only with
the mortgage holder’s consent.5 Most important for
underwater homeowners, the trustee is given no
authority to transfer property to a lienholder rather
than selling it. The almost universal treatment of
underwater property in Chapter 7, then, is aban-
donment by the trustee under Code § 554(c), leav-
ing the debtor as the owner of the property,6 with

personal liability for whatever ownership expenses
are not discharged.7 So Chapter 7 o�ers only
limited relief to a debtor holding underwater prop-
erty—and certainly does not o�er a live possibility
of requiring the mortgage holder to take dirt for
debt.

Chapter 11

The situation in Chapter 11 is di�erent. Code
§ 1123, titled “Contents of plan,” sets out, in subsec-
tion (a), a number of provisions that a plan must
include for dealing with creditor claims and, in
subsection (b), a number of optional provisions.
Among the mandatory provisions, § 1123(a)(5)
requires that each Chapter 11 plan “provide ade-
quate means for the plan’s implementation,” and in
a list of possible means for implementation, it
includes subparagraph (D): “sale of all or any part
of the property of the estate, either subject to or
free of any lien, or the distribution of all or any
part of the property of the estate among those hav-
ing an interest in such property of the estate.”8 In
re Sandy Ridge Dev. Corp., the leading case on dirt-
for-debt plans in Chapter 11, the Fifth Circuit reads
subparagraph (D) as plainly allowing such plans.9

It points out that the subparagraph makes a sale of
estate assets, as would take place in Chapter 7,
only the �rst of two alternatives—emphasizing the
word “or”—with the second alternative being a
direct “distribution” of estate property to secured
creditors. Sandy Ridge concludes, then, that “a plan
may include a ‘give-back’ ’’ to creditors.10

Sandy Ridge also recognizes the major limitation
on dirt-for-debt plans in Chapter 11. In addition to
§ 1123, governing the content of a plan, § 1129 sets
out requirements for plan con�rmation. If the hold-
ers of secured claims do not accept the plan,
§ 1129(b)(1) requires that the plan treat their
claims fairly and equitably. Requirements for fair
and equitable treatment are in turn set out in
§ 1129(b)(2). For secured claims, under
§ 1129(b)(2)(A), that treatment must include satis-
faction of the claims in one of three ways: (i) cash
payments with the debtor retaining the collateral
subject to the creditors’ liens, (ii) sale of the collat-
eral with liens to attach to the proceeds, or (iii)
“the realization by such holders of the indubitable
equivalent of such claims.”11 Since dirt-for-debt
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plans do not involve either of the �rst two options,
they can only be con�rmed if the objecting cred-
itor’s receipt of its collateral is the “indubitable
equivalent” of its claim, and the “indubitable equiv-
alent” language, the Fifth Circuit observes, is “at
the heart” of its decision.12

Sandy Ridge states that the application of this
language is “relatively straightforward.”13 To �nd
the indubitable equivalent of a secured claim,
Sandy Ridge �rst points out that Code § 506(a)
bifurcates the total claim of a secured creditor into
an allowed secured claim for the value of the collat-
eral that supports it, and an unsecured claim for
the balance.14 Then, because the claim in question
was underwater, with collateral worth less than
the amount of the claim, “common sense tells us
that property is the indubitable equivalent of
itself,” so that giving the creditor its collateral nec-
essarily satis�es § 1129(b)(2)(A)(iii).15 The decision
also relies on In re Murel Holding Corp., the pre-
Code decision that �rst used “indubitable equiva-
lent” to describe fair treatment of secured claims.16

In determining an appropriate “substitute” for a
secured claim, Murel Holding had pointed out that
the creditor’s goal was “to get his money or at least
the property.” And because the plan in Sandy Ridge
gave the secured creditor precisely the property
that was its substitute for cash payment, the Fifth
Circuit held the indubitable equivalence that Murel
Holding required was satis�ed.17

This holding has been well accepted.18 The only
circuit opinion applying Sandy Ridge to a proposed
dirt-for-debt plan, the Ninth Circuit’s Arnold &
Baker Farms decision, adopts Sandy Ridge’s hold-
ing and states it this way:

[T]he value of the secured portion of an undersecured
creditor’s total claim is by de�nition equal to the
value of the collateral securing it. Therefore, a credi-
tor necessarily receives the indubitable equivalent of
its secured claim when it receives the collateral
securing that claim, regardless of how the court
values the collateral.19

Arnold & Baker Farms, however, a�rmed a
district court’s reversal of a bankruptcy court order
con�rming a dirt-for-debt plan. This was because,
in contrast to Sandy Ridge, the plan did not propose
to transfer to the secured creditor all of its collat-
eral, but only a portion that the debtor asserted

was su�cient to satisfy the creditor’s entire claim.
The Ninth Circuit held that the portion of the col-
lateral proposed to be transferred was not suf-
�ciently valuable to make it equivalent to the
claim.20

Lower court decisions have re�ected the guid-
ance of Sandy Ridge and Arnold & Baker Farms: if
the entire collateral is o�ered in a dirt-for-debt
plan, the plan is con�rmable, but if only a portion
of the collateral is o�ered, con�rmability depends
on the value of that portion found by the court.21

Chapter 11, then, would provide a solution for a
homeowner burdened by an underwater mortgage
in vacated property—the mortgage could be satis-
�ed by transferring ownership to the lender, and
the unsecured de�ciency discharged. Since the
entire collateral would be conveyed, there would be
no problem complying with indubitable equivalence.
The di�culty is not the availability of dirt-for-debt.
Rather, for most homeowners, the di�culty is with
the cost of an individual Chapter 11 case. The �l-
ing fee alone for a Chapter 11 case is now over
$1700,22 and an ongoing study of individual Chapter
11 cases found that the median fee that debtors in
2013 had agreed to pay their Chapter 11 attorneys
was over $10,000.23 Unsurprisingly, the same study
found that the median monthly income of individu-
als �ling Chapter 11 in 2013 was over $8,600 (more
than $100,000 annually), compared to a median
annual income for Chapter 13 �lers in 2010 of less
than $38,000.24 Chapter 11 is not likely to be
economically available to most homeowners with
underwater mortgages.

Paying Claims with Estate Property in
Chapter 13

The provisions of Chapter 13 that bear on dirt-
for-debt plans appear, at least at �rst glance, to
make Chapter 13 not only more economical than
Chapter 11, but also equally available. As in
Chapter 11, there is one section (§ 1322) governing
plan content and another (§ 1325) governing plan
con�rmation. Each of these sections includes two
provisions that have been cited in support of dirt-
for-debt plans.

For plan content, § 1322(b)(8) allows “the pay-
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ment of all or part of a claim against the debtor
from property of the estate or property of the
debtor” and § 1322(b)(9) allows “the vesting of prop-
erty of the estate, on con�rmation of the plan or at
a later time, in the debtor or in any other entity.”

For plan con�rmation, § 1325(a)(5) sets out three
alternatives for treatment of a secured claim. The
�rst, § 1325(a)(5)(A) allows con�rmation of any
claim treatment that the creditor accepts. For
nonconsenting creditors, two alternatives remain:
payment of the claim under § 1325(a)(5)(B) or “sur-
render” of the collateral under § 1325(a)(5)(C). The
payment and surrender options—subparagraphs
(B) and (C) of § 1325(a)(5)—have generated sepa-
rate lines of case law on the availability of dirt-for-
debt treatment in Chapter 13.

Surrender of estate property—the definition of
“surrender”

The most common dirt-for-debt Chapter 13 plans
treated in the published decisions (1) exercise the
§ 1322(b)(9) option of vesting the mortgaged prop-
erty in the mortgage lender at con�rmation and (2)
propose to comply with § 1325(a)(5) by surrender-
ing the property under subparagraph (C). All of the
published decisions accept that “vesting” has the
e�ect of transferring title.25 The dispute in the case
law is over the meaning of “surrender.”

The decisions that approve a dirt-for-debt plan
based on surrender and vesting in Chapter 13 view
“surrender” as a�ecting the debtor only. Under this
view, surrendering property requires the debtor to
give up all rights in the property, but it has no ef-
fect in itself on ownership of the property, instead
making ownership subject to other applicable
provisions.26 With surrender focusing only on the
debtor’s ceding of property rights, there is no
con�ict with an additional provision vesting those
rights in the mortgage lender. To the contrary, as
In re Sagendorph observes, “[A] transfer of prop-
erty presupposes its surrender by the transferor.
Surrendering . . . is a preliminary step in the pro-
cess of transferring title.”27

The decisions rejecting dirt-for-debt plans have a
more expansive view of surrendering property.
These decisions read “surrender” as a�ecting both

debtors and creditors, not only requiring debtors to
cede ownership rights, but also preserving non-
bankruptcy rights in the creditors—either to accept
or reject any tender of title to the surrendered prop-
erty, as they choose. In re Rosa states the position:
“’[S]urrender’ means only that the debtor will make
the collateral available so the secured creditor can,
if it chooses to do so, exercise its state law rights in
the collateral.”28 Surrender, in this view, contradicts
vesting, since vesting would remove the creditor’s
right to decline a conveyance of the surrendered
property.

The dispute then, is a tightly focused one. There
is agreement that surrender under § 1325(a)(5)(C)
does not in itself convey the surrendered property.
The question, rather, is whether surrender prevents
any other provision—like vesting under
§ 1322(b)(9)—from providing for such a conveyance.

In other legal contexts, “surrender” does not ap-
pear to confer a right to reject a conveyance. So, for
example, when a life insurance policy is “sur-
rendered,” the insurer is given no option of refus-
ing the tendered policy, but is required—as the
contract speci�es—to cancel the policy and pay its
surrender value.29 And in a more pertinent context,
Code § 521(a)(3) requires a debtor to “surrender to
the trustee all property of the estate.” Far from giv-
ing the trustee a right to decline to accept estate
property surrendered by the debtor, the Code sets
out procedures in § 554 for the property to be
abandoned—which would only be relevant if prop-
erty surrendered came within the trustee’s control.
Like an insurer who is bound by a contract to ac-
cept a surrendered insurance policy, the trustee is
bound to “collect” surrendered estate property by
Code § 704(a)(1). In neither situation does “sur-
render” negate otherwise applicable provisions
requiring acceptance of the surrendered property.

Surrender of estate property—the impact of the
Pratt decision

So what is the source of the idea that “surrender”
confers a right on secured creditors to refuse to ac-
cept surrendered property in Chapter 13? One
source is a set of bankruptcy decisions discussing
the e�ect of § 1325(a)(5)(C) without considering
whether vesting would produce a di�erent result.30
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But another source is the First Circuit’s Pratt deci-
sion, which interprets “surrender” as used in Code
§ 521(a)(2).31 This provision requires all individual
Chapter 7 debtors whose schedules include debts
secured by estate property (A) to �le at the begin-
ning of the bankruptcy case “a statement of . . .
intention with respect to the retention or surrender
of such property” and (B) to perform this intention
shortly thereafter. Section 523(a)(2), then, often
results in collateral being surrendered to creditors
in Chapter 7 cases. The First Circuit’s analysis of
the e�ect of surrender in this context has been cited
as persuasive in decisions both supporting and
rejecting dirt-for-debt plans in Chapter 13.32 And
Pratt is indeed instructive.

The factual predicate of Pratt is unusual. The
Pratts were a married couple who owned a car that
they had �nanced through GMAC with a lien in
GMAC’s favor. Five years after they bought the
car, when the Pratts were in a Chapter 7 case, they
gave notice that they intended to surrender the
car, and GMAC obtained relief from the automatic
stay so that it could enforce its lien. But GMAC
determined that the car was worth less than the
cost of repossession, so it left the car in the Pratts’
possession. The car, meanwhile, had become inoper-
able and worthless, and the Pratts wanted to
dispose of it. The applicable state law, however,
required that a salvage dealer could only accept a
car that was free of liens. This requirement led the
debtors to ask GMAC for a release of its lien.
GMAC refused, and the debtors sought sanctions
against GMAC for violation of the bankruptcy dis-
charge, arguing that GMAC’s refusal to issue a lien
waiver had the e�ect of coercing them into paying
the remaining debt on the car.33

The First Circuit ruled on this argument by �rst
considering whether the Pratts, by surrendering
the car, had imposed a requirement on GMAC to
take it back. The court explained its understanding
of surrender under § 521(a)(2) and held that it
imposed no requirement on GMAC’s part:

[T]he most sensible connotation of “surrender” in the
present context is that the debtor agreed to make
the collateral available to the secured creditor - viz.,
to cede his possessory rights in the collateral . . . .
[N]othing in subsection 521(a)(2) remotely suggests
that the secured creditor is required to accept pos-

session of the vehicle . . . as such a reading would
be at odds with well-established law that a creditor’s
decision whether to foreclose on and/or repossess col-
lateral is purely voluntary and discretionary. Thus,
we agree with the GMAC contention that the Pratts’
surrender did not require that it repossess the vehi-
cle if GMAC deemed such repossession cost
ine�ective.34

This discussion of “surrender,” however, while
useful for indicating that surrender itself involves
only the ceding of the debtor’s rights, does not
imply that surrender itself confers a right on a
secured creditor to take no action with respect to
the surrendered property. To the contrary, the
analysis is limited to “the present context”—a
Chapter 7 case—and its reference to the creditor’s
choice about repossession is based on nonbank-
ruptcy law (with no citation to any bankruptcy
provision). As discussed above, there is no provi-
sion in Chapter 7 that provides for transferring
estate property to a secured creditor, and so, in the
Chapter 7 context, a secured creditor can properly
rely on its nonbankruptcy right to decline to accept
surrendered property. But Pratt’s discussion of sur-
render is completely compatible with the under-
standing that other bankruptcy provisions may
require action that surrender itself does not.

Indeed, Pratt goes on to hold that, in the circum-
stances of that case, another provision of bank-
ruptcy law—discharge under § 524(a)(2)—did
require GMAC to issue a lien waiver that surrender
itself would not have required. As the decision
explains, § 524(a)(2) prohibits action by a creditor
to coerce a debtor into paying a discharged debt,
and it found GMAC’s failure to issue the lien waiver
had the practical e�ect of coercing the Pratts to
pay their car loan in order to dispose of the car,
thus “eliminating the Pratts’ ‘surrender’ option
under § 521(a)(2).”35

Pratt, then, supports an interpretation of “sur-
render” in § 1325(a)(5)(C) consistent with dirt-for-
debt plans: surrendering collateral under subpara-
graph (C) does not negate the debtor’s option to
vest the collateral in the secured creditor under
§ 1322(b)(9).

Surrender of estate property—other considerations

Pratt also addresses two policy arguments made
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in favor of prohibiting vesting in connection sur-
render of collateral: (1) that this would improperly
impair the secured creditor’s state law rights, and
(2) that it would impose unfair costs on the creditor.
The court addressed GMAC’s right under state law
to refuse to issue a lien waiver by holding that “the
federal bankruptcy-law interest in according debt-
ors a fresh start, free from objectively coercive . . .
demands, must be accorded supremacy.”36 The need
of a homeowner to be free from the ownership
obligations of property that the debtor cannot in-
habit is parallel.

As to the danger that GMAC might be improperly
burdened by having to dispose of worthless prop-
erty, the court quoted In re Groth:

[A] debtor in a chapter 7 case, as part of his fresh
economic start, should be permitted to surrender
[worthless] collateral he does not intend to keep. If
the secured creditor determines that its collateral is
worth less than the cost of taking it into its posses-
sion, the creditor must waive the e�ect of its lien so
that the debtor is able to dispose of the collateral.37

In the context of surrender of underwater real
estate, the answer to the creditor’s concern about
costs would again be parallel—the creditor should
release its mortgage on any property that would
have a negative �nancial value.

The alternative approach: paying secured claims
with estate property

There is an alternative approach for Chapter 13
plans to convey an underwater home to a mortgage
lender. Instead of vesting the home in the lender
under § 1322(b)(9) and surrendering it under
§ 1325(a)(5)(C), a plan could provide (1) that the
lender’s secured claim will be paid from property of
the estate—the home—as authorized by
§ 1322(b)(8), and (2) that the payment will comply
with the con�rmation requirements of
§ 1325(a)(5)(B) for paying secured claims. This ap-
proach is fully considered in only two reported
decisions. The approach was approved in a Chapter
12 case, with relevant statutory language identical
to Chapter 13, in the Second Circuit’s Kerwin
decision.38 It was rejected in a Chapter 13 bank-
ruptcy case, In re Lemming.39 The holdings of each
are worth considering.

Approving payment of secured claims with estate
property—Kerwin

Kerwin involved a farming operation. The debtor
had tried to operate a 135-acre farm with her
husband; the farm failed, the couple divorced, and
the debtor was left with a mortgage that the farm’s
cash �ow could not support. She proposed a Chapter
12 plan that would pay the mortgage by transfer-
ring to the lender the bulk of the farmland, with a
value equal to the mortgage balance, and retain a
small portion of the land for herself, free of the
mortgage lien. The lender objected, arguing that it
should either receive all of the farmland that served
as its collateral, or if not, retain a lien on whatever
portion of the land the debtor kept for herself until
it received the full principal and interest owed on
its loan.40

The Second Circuit rejected the lender’s
arguments. It dealt �rst with § 1225(a)(5), which
sets out Chapter 12’s requirements for con�rming a
plan’s treatment of secured claims and, at the time
of the decision, contained the same language as
§ 1325(a)(5). The Court held that a surrender of
collateral—the subparagraph (C) option—would
have required a transfer of all of the collateral, and
so could not support the debtor’s plan.41 But it held
that the subparagraph (B) option could be satis�ed
by a direct transfer of estate property, not limited
to cash payments and not limited to a creditor’s
collateral, with the only requirement being that the
property transferred be at least equal to the
amount of the secured claim.42 The court’s �nal
holding on the terms of the plan was that adequate
protection was only required to assure that the
amount of the secured claim was paid, so that liens
would be required if periodic payments of the claim
were being made, but not if the transferred prop-
erty satis�ed the claim in full.43 The only mention
in the opinion of the optional plan payments set
out in § 1222(b) is the observation that the inter-
pretation given to § 1225(a)(5)(B) “�ts with” them.
As an example of the congruity, the opinion points
to § 1222(b)(7), which, in language identical to
§ 1322(b)(8), allows a plan to “provide for the pay-
ment of all or part of a claim against the debtor
from property of the estate or property of the
debtor.”44

Kerwin is entirely supportive of a Chapter 13
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plan providing for payment of an underwater
mortgage by conveying the mortgaged home to the
lender. The only relevant di�erence is that Kerwin
involved an oversecured mortgage claim, so that
transfer of a portion of the collateral satis�ed the
creditor’s full claim. With an underwater mortgage,
conveyance of the entire collateral satis�es only the
allowed secured claim resulting from bifurcation
under § 506(a), and leaves an unsecured de�ciency.
As amended by BAPCPA, § 1325(a)(5)(B)(i) now
provides that the secured creditor must retain its
lien until the debtor receives a discharge under
§ 1328 (usually at the completion of plan payments)
or until “the payment of the underlying debt
determined under nonbankruptcy law.” The appar-
ent intent of the new language was to deal with a
situation in which a Chapter 13 debtor retains col-
lateral worth less than the full claim. If the debtor
pays the amount of the bifurcated secured claim,
but later fails to obtain a discharge, the retained
lien continues to protect the creditor’s right to pay-
ment of the de�ciency under nonbankruptcy law.45

It could be questioned whether a continuing lien
gives the creditor any additional protection when
its secured claim is paid through transfer of all of
its collateral. In this situation, the creditor would
have title to all of the property to which the lien
attaches. There is, however, a bene�t to the credi-
tor in situations where the collateral is subject to
junior liens. Mortgage lenders have objected to
receiving title to their collateral on the ground that
their mortgage lien would merge into the trans-
ferred title, preventing a subsequent foreclosure.46

But the BAPCPA requirement that plans provide
for the lien to be maintained until the full claim is
paid prevents this merger, allowing the secured
creditor to �le a foreclosure case if necessary.

Rejecting payment of secured claims with estate
property—Lemming

The bankruptcy court decision that rejects the
Kerwin reasoning, In re Lemming, makes a holding
that Chapter 13 plans may virtually never pay a
secured claim by conveying collateral to the secured
creditor.47 Lemming gives three reasons for this
holding: �rst, that allowing property to pay the
claim would “short-circuit” the decisions disallow-
ing surrender and vesting as a means of dealing

with secured claims; second, that the payment of a
secured claim with property con�icts with state
law; and �nally, that the legislative history of
§ 1322(b)(8) indicates that it permits estate prop-
erty to be used in payment of claims only if the
property is �rst sold.48

Each of these reasons is questionable. The deci-
sions disapproving surrender and vesting—even if
they were correctly decided—deal with separate
statutory provisions, and so their reasoning cannot
apply directly here. And, of course, if the Bank-
ruptcy Code permits payment of claims with estate
property, contrary state law would be preempted.49

The most signi�cant reason given by Lemming for
prohibiting payments with property, the legislative
history of § 1322(b)(8), also has di�culties.

Lemming examines legislative history because it
�nds that the option given in § 1322(b)(8) to pay
claims “from property of the estate” is ambiguous.
It points out that the 1973 Report of the Commis-
sion on the Bankruptcy Laws of the United States,
one of the foundational documents for the 1978
Bankruptcy Code, suggested that Congress amend
the former Bankruptcy Act’s Chapter XIII to au-
thorize “payment of debts out of proceeds of the
sale” of the debtor’s property as well as from future
income.50 Lemming then quotes a Committee
Report on the Bankruptcy Code stating that
§ 1322(b)(8) would permit a plan to provide not only
for payments out of the debtors future income but
also through “liquidation of some of the debtors
[sic] property.”51 Lemming suggests that by giving
liquidation of property as an option under
§ 1322(b)(8), the paragraph was intended to require
liquidation before the property is used in payment.

A closer look at the legislative history suggests
the contrary. The 1973 Commission Report set out
statutory language to implement its recommenda-
tions, and its proposed Section 6-201 stated that a
wage-earner’s plan “may include provisions for the
payment of part of the debts from other money or
from proceeds of the debtor’s property.”52 But in
formulating § 1322(b)(8), the drafters of the Code
eliminated the words “proceeds of” from the Com-
mission’s statutory draft, indicating the property
itself, not only its proceeds, could be transferred in
payment of a debt. Moreover, in its section-by-
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section analysis of the Code, the Committee report
cited in Lemming does not limit § 1322(b)(8) to pay-
ment through proceeds of estate property, but—
re�ecting the text of the provision—puts no limit
on direct payment from the property itself. (“Para-
graph (8) [of § 1322(b)] is new. It permits the plan
to provide for payment of claims from property of
the estate or from property of the debtor . . . .”)53

Finally, Lemming recognizes that § 1325(a)(5)(B)
allows con�rmation of a plan paying secured claims
directly with estate property.54 The subparagraph
requires that “the value . . . of property to be
distributed under the plan on account of such claim
is not less than the allowed amount of such claim,”
and since there is only a need to value the property
being used to pay claims if the property is in a form
other than cash, direct payments of estate property
are necessarily allowed. Here the legislative his-
tory—statements reporting on the �nal draft of the
bill—is directly on point: “The secured creditor in a
case under chapter 13 may receive any property of
a value . . . equal to the allowed amount of the cre-
ditor’s secured claim rather than being restricted
to receiving deferred cash payments.”55 Lemming’s
holding—that § 1325(a)(5)(B)’s allowance of direct
property payments is negated by § 1322(b)(8)—
would make that part of § 1325(a)(5)(B) a nullity,
and so violate what the Supreme Court declared in
RadLAX to be a “cardinal rule” of statutory
construction: “if possible, e�ect shall be given to
every clause and part of a statute.”56

Kerwin’s interpretation of the secured debt pro-
visions of Chapter 12/13, then, is sound, and both
of the approaches for con�rming dirt-for-debt
plans—surrender/vesting and direct property pay-
ment—should be available to the homeowner with
an underwater mortgage.
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