UNI TED STATES BANKRUPTCY COURT
DI STRI CT OF DELAWARE

| N RE: ) Chapter 11
)
UNI TED COVPANI ES FI NANCI AL ) Case No. 99-450 (MFW
CORPORATI ON, et al ., ) through 99-461 (MFW
)
Debt or . ) (Jointly Adm ni stered Under
) Case No. 99-451 (MFW)

MEMORANDUM OPI NI O\

This matter is before the Court on the Debtors’ objection to
the proof of claimfiled on behalf of Rebecca Jean Peters Smth.
For the reasons set forth bel ow, we sustain the Objection and

disallow the claim

FACTUAL BACKGROUND

Uni ted Conpani es Financial Corporation and its affiliates
(collectively “the Debtors”) filed voluntary petitions under
chapter 11 on March 1, 1999. Al of the Debtor’s assets were
sold, and a liquidating plan of reorgani zation was confirmed on
Oct ober 31, 2000.

On May 8, 2000, the Debtors filed their Sixth Qmibus
(bj ection to Proofs of Claimasserting no anount was due on
clainms filed against them by borrowers. One of the borrowers was

Rebecca Jean Peters Smth (“the Caimant”) who responded to the

! This Opinion constitutes the findings of fact and
concl usions of |law of the Court pursuant to Federal Rule of
Bankr uptcy Procedure 7052, which is nmade applicable to contested
matters by Federal Rule of Bankruptcy Procedure 9014.



(bj ection through her daughter-in-law, Valerie Smth. The
Claimant had filed a proof of claimagainst the Debtors in the
anount of $30,000 for “services perforned for the Debtors.” The
claimwas | ater amended to seek $2.5 million for services
performed for the Debtors, fraud and m srepresentation, and
personal injury. No docunentation was attached to the clai ns.
However, in a response to the Qbjection received on Decenber 12,
Ms. Valerie Smth attached nunerous docunents purporting to
support the claim

At the conclusion of the hearing held on Decenber 12, 2000,
we permtted the Debtors to file an updated |oan history and the
Claimant to file and serve any additional relevant evidence. |In
response to the loan history submtted by the Debtors, the

Claimant submtted a report from her chapter 13 trustee.

1. JURI SDI CTI ON

This Court has jurisdiction pursuant to 28 U. S.C. § 1334.

This is a core proceeding under 28 U. S.C. §8 157(b)(2)(A), (B) and
(O.

I11. D SCUSSI ON

A. Burden of Proof

Initially, a claimnt nust allege facts sufficient to

support a legal basis for the claim |If the assertions in the



filed claimneet this standard of sufficiency, the claimis prinma
facie valid pursuant to Bankruptcy Rule 3001(f). See, e.qg., In

re All egheny International, Inc., 954 F.2d 167, 173 (3d G r

1992). If no party in interest objects to such a claim it is
deened allowed. 11 U.S.C. § 502(a). Were an objection has been
filed, the objecting party bears the initial burden of presenting
sufficient evidence to overcone the presuned validity and anount

of the claim See, e.qg., Smth v. Sprayberry Square Hol di ngs,

Inc. (In re Smth), 249 B.R 328, 332-33 (Bankr. S.D. Ga.

2000) (citations omtted). “If the objecting party overcones the
prima facie validity of the claim then the burden shifts to the
claimant to prove its claimby a preponderance of the evidence.”

ld.

B. The Debtors’ Evidence

In support of their Objection, the Debtors presented
affidavits of Gary Wl fe, Mchael C Barron and Brian S. Tatum
Those affidavits stated that the C ai mant had been a borrower
from United Conpani es Lendi ng Corporation (“UCLC') and defaulted
on her nortgage. UCLC had provided the C aimant notice of
defaul t, and when the default was not cured, a foreclosure sale
was held on March 30, 1999. UCLC was the successful bidder at
the forecl osure sale, and $31, 500 was credited against the

Cl aimant’ s i ndebt edness. Thereafter, a conplaint for ejectnent



was filed on August 17, 1999, and a default judgnent entered on
Novenber 16, 1999.

When the wit of execution was served, Ms. Valerie Smith
identified herself as the occupant. The Debtors thereupon filed
a conplaint in ejectnent against Ms. Valerie Smth and obtained a
default judgnent and wit of execution. The eviction was
conpl eted on Septenber 6, 2000, and the property was subsequently
sold by the Debtors to a third party. The Debtors’ Affidavits
assert they are aware of no valid claimwhich the Cai mant may
have agai nst them

We concl ude that the Debtors have net their initial burden
of presenting evidence to overcone the prima facie validity of

the Caimant’s proof of claim

C. The d aimant’'s Response

At the hearing, we permtted Ms. Valerie Smth to appear
tel ephonically. She asserted three bases for the clai magainst
the Debtors: (1) the Debtors’ |oan against the C ai mant had been
reduced to $5,638.82 pursuant to the Caimant’s chapter 13 case;
(2) the Debtors had acted in bad faith by foreclosing and
evicting the Claimant and Ms. Valerie Smth despite the offers by
themto purchase the property; and (3) the Debtors had failed to

credit all paynents nade agai nst the | oan.



1. Ef fect of Chapter 13

At the hearing, Ms. Valerie Smth testified that the
Claimant had filed a chapter 13 petition and plan. She asserted
that as a result of the chapter 13 case, the O ainmant only owed
t he Debtors approxi mately $6, 000.

However, the docunents submtted by her on Decenber 12,
2000, do not support this assertion. Those docunents evidence
that the aimant filed a chapter 13 case on March 30, 1995.
That case was di sm ssed by order dated Decenber 12, 1996, for
failure to nake plan paynments. A subsequent chapter 13 case was
filed on Decenber 23, 1996. After the Caimant failed to nake
her post-petition nortgage paynents in the second case, UCLC
obtained relief fromthe automatic stay.

It is true that in submtting her chapter 13 plans, the
Clai mant asserted that the arrears due to the Debtors was
approxi mately $6,000. The d ai mant apparently mi stakes this for
a determ nation that $6,000 was the entire anount due to the
Debtors. The chapter 13 cases did not affect the total anobunt
due to the Debtors. Chapter 13 permts a debtor such as the
Claimant to cure any defaults on a nortgage within a reasonabl e
time, but the debtor nmust continue to pay ongoi ng nortgage

paynents. I1n re Sensabaugh, 88 B.R 95, 96 (Bankr. E.D. Va.

1988). Thus, the chapter 13 cases did not reduce the nortgage

amount to $6, 000 as the C ai mant asserts. Furt hernore, since the



Claimant did not consummate either of her chapter 13 plans, the
filing of her chapter 13 cases did not affect in any way the | oan

bal ance due t he Debtors.

2. Bad Faith Forecl osure

The C ai mant asserts that the Debtors acted in bad faith by
forecl osing on the property and evicting her and her famly.
Specifically, she asserts that the Debtors acted in bad faith by
failing to consider offers she nmade to purchase the property from
them M. Valerie Smth testified that she nade two offers to
buy the property ($15,000 and $24, 000) which were supported by
| oan commtnent letters fromother financial institutions.
(Copies of the commtnent letters were submtted by Ms. Smth in
support of her position.) UCLC rejected both offers, foreclosed
on the property, evicted the Smths, and sold the property to
anot her party.

VWiile Ms. Valerie Smth argues that the Debtors did not act
in good faith in refusing her offers to buy the property, she
acknow edged at the hearing that they had no | egal obligation to
accept those offers. She presented no evidence that the offers
were for the fair market value of the property. To the extent
the Caimant’s argunent is prem sed on a belief that the Debtors

were obligated to satisfy the nortgage upon the paynment of $6, 000



(the anmount of arrears per the Claimant’s chapter 13 plan), we
reject that argunent for the reasons stated above.

The Debtors’ affidavits al so evidence that UCLC credit bid
for the property at the foreclosure sale and credited the
Debtors’ account in the amount of $31,500. Further, they note
that the property was ultimtely sold on Cctober 31, 2000, and
t he account marked satisfied.?2 The Debtors’ |oan history showed
no paynents were made by the C aimant on the nortgage since the
chapter 13 case was disnissed in 1997.% There is no evidence the
Debtors acted in bad faith in rejecting the Caimnts’ offers and
selling the property to a third party.

We concl ude that the C aimant has not sustai ned her burden
of proof in establishing that the Debtors breached any obligation
they had to sell the property to her or to accept anything | ess

than the full balance of the nortgage in satisfaction thereof.

2 1t is not clear fromthe loan history supplied by the
Debt ors what the purchase price was.

8 The daimant presented evidence that she failed to nake
t he nortgage paynents after suffering a stroke and her son, who
had a power of attorney to handle her affairs, failed to nmake the
nort gage paynents because he was incapacitated. Wile we are
synpathetic to the aimant’s plight, she sought bankruptcy
relief on two occasions and was unable to conplete her chapter 13
pl ans. W cannot afford her any relief in this case.

7



3. Accounti ng of Paynents Made

The C ai mant al so asserts that the Debtors have failed to
credit properly paynents she nmade on the nortgage. The Debtors
submtted the detailed | oan history which evidences the paynents
received. In response the O aimant presented no evi dence of
paynents nmade that were not recorded. |In fact, the only thing
presented by the Caimant in her |atest subm ssion were
addi tional copies of the chapter 13 pl eadi ngs show ng paynents to
the Debtors by the chapter 13 trustee totaling $957.17. Those
paynents are, in fact, reflected on the |oan history presented by
t he Debtors.

Again, the C aimant apparently believes that the effect of
the chapter 13 cases was to reduce the principal balance on the
nortgage to approxi mately $6,000. This is not correct. The
chapter 13 cases (even if they had been conpl eted, which they
were not) would only have allowed the Claimant to pay the arrears
over a reasonable period. It would not reduce the principal of
the nortgage (then in excess $30,000) to $6, 000.

The C ai mant was unable to identify any other error in the

| oan history provided by UCLC



V. CONCLUSI ON

The C ai mant has presented no | egal or factual basis to

sustain her claim It will be disall owed.

An appropriate Order is attached.

BY THE COURT:

Dat ed: February 1, 2001

Mary F. Walrath
Uni ted States Bankruptcy Judge



UNI TED STATES BANKRUPTCY COURT
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I N RE: ) Chapter 11
)
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CORPORATI ON, et al ., ) through 99-461 (MFW
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ORDER
AND NOW this 1ST day of FEBRUARY, 2001, upon consideration
of the Debtor’s Sixth Omibus Cbjection to Clainms and the
Response of Ms. Valerie Smth on behalf of Rebecca Jean Peters
Smth thereto, and after a hearing, for the reasons set forth in
t he acconpanying Qpinion, it is hereby
ORDERED t hat the claimof M. Rebecca Jean Peters Smith

filed by Ms. Valerie Smth, is hereby DI SALLONED.

BY THE COURT:

Mary F. Walrath
Uni ted States Bankruptcy Judge

cc: See attached
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