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SIGNED.

Dated: April 26, 2007

RANDOLPH J. HAINES
U.S. Bankruptcy Judge

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF ARIZONA

In re

Chapter 13

PATRICIA ANN CHAMBERLAIN,

Debtor.

N N N N N N

rrent Monthly Income? puts her over the median income for an

ounts reasonably necessary to be expended”? for her maintenance must

1‘ﬁEJ.-eszﬁerwise indicated, all statutory citations are to the Bankruptcy Code, 11 U.S.C. § 101
et seq., as amended by the Bankruptcy Abuse Prevention and Consumer Protection Act of 2005
(“BAPCPA”), Pub. L. No. 109-8, 119 Stat. 23 (2005).

% Code § 101(10A).

3 Code § 1325(b)(3).
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Code 8§ 707(b)(2)(A)(ii) provides that the debtor’s “monthly expenses shall be the debtor’s
applicable monthly expense amounts specified under the National Standards and Local
Standards,* and the debtor’s actual monthly expenses for the categories specified as Other
Necessary Expenses issued by the Internal Revenue Service for the area in which the debtor
resides. ...”

The Debtor owns a 2000 Chevrolet Cavalier, with 111,000 miles, free and clear of any
liens. In determining her expenses, the Debtor listed on Line 28° of Form B22C a $200 Local
Standards ownership expense for the vehicle. This was less than the applicable standard,

because the IRS Local Ownership Cost for the West Census Regiaon is $471 for the first car and

$332 for the second car.®

to pay a delinquent tax liability. |
Standards, which are bas

fties, and 2) transportation costs. Descriptions are
Jjrs.gov/individuals/index.html.

ion ownership/lease expense; Vehicle 1. Check the number
nership/lease expense. (You may not claim an ownership/lease

www.usdoj.gov/ust/0rArom the clerk of the bankruptcy court); enter in Line b the total of the Average monthly
Payments for anydefats secured by Vehicle 1, as stated in line 47; subtract Line b from Line a and enter the result
in Line 28 Do pet enter an amount less than zero.

® The Debtor apparently claimed $200 based on the Trustee’s advice that he would not object to
that amount because the Internal Revenue Manual allows $200 for a vehicle over six years old with
more than 75,000 miles.
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taxpayer has no car payment, . . . only the operating cost portion of the transportation standard is
used to come up with the allowable transportation expense.”” In order for the Plan to be
confirmed, the Trustee has requested the Debtor to increase her disposable monthly income by
the $200 vehicle ownership expense deduction. Debtor has responded to the Trustee’s objection
by requesting that this Court overrule the Trustee’s objection and allow the $200 vehicle
ownership expense deduction, or as a result of this ruling the full $471 Local Transportation
Expense Standard.

Analysis

The issue here is the meaning of “expenses shall be the debtor’s applicable monthly

bankruptcy courts” websites.

The Local Transportati

a ar for asQuple of reasons. First, if there is no debt service or lease payment, the

%nal Zeyenue Manual § 5.8.5.5.2 (09-01-2005), available at

WWW.irs. qov/m iduals/article/0,,id=96543,00.html. The Trustee notes this is substantially identical to
the gwde nes ipthe Internal Revenue Manual, Financial Analysis Handbook, 8 5.15.1.7(4)(2) (05-01-
2004).

¥The Local Transportation Expenses are available at:
http://www.usdoj.gov/ust/eo/bapcpa/20061001/bci_data/IRS_Trans_Exp_Stds_ WE.htm




© 00 N oo o b~ w N Pk

N NN N N N N NN R B RBP B R R R R Rk
© N O 0 A W N P O © 0 N O 0 M W N P O

expenses incurred by virtue of owning the car are already covered by the “Operating Cost”
amount. Second, The Trustee relies on a line of cases that have utilized the IRS’ Internal
Revenue Manual or the Internal Revenue Service Collection Financial Analysis Standards®
(hereafter collectively the “Manual’) to determine whether a debtor is allowed to take an
ownership expense deduction.’® The Manual essentially says that the Ownership Cost is
intended to cover debt service or lease payments, and that it functions only as a cap, so that no
such expense is to be deducted if the debtor has none.

We must begin, of course, with the language of the statute. If it is clear and

unambiguous, we have only to apply it."*

Nothing in the statutory language refers to the deb,

mount, but it would require an additional concept or

definition — the amouxt or number

N

mernawe Manual, 85.8.5.5.2 (09-01-2005)(available at
.irs.gov/j 5/th08s05.html#d0e74647)
S&Weﬁe{iﬁ Ilection Financial Standards (available at
-rs.gev/indiviguals/article/0..id=96543.00.html).
N—
10 £ 9. M re/Barraza, 346 B.R. 724, 726 (Bankr. N.D. Tex. 2006); In re Demonica, 345 B.R. 895, 904

(Bankr. NQ. 1l 06); In re McGuire, 342 B.R. 608, 612 (Bankr. W.D. Mo. 2006); In re Hardacre, 338 B.R. 718,
726 (Bankr. N.D. Tex. 2006).

hich that limit should be applied. For the statute to

1 Lamie v. United States Trustee, 540 U.S. 526, 533 (2004); United States v. Ron Pair
Enterprises, Inc., 489 U.S. 235, 240-41 (1989) (“as long as the statutory scheme is coherent and
consistent, there generally is no need for a court to inquire beyond the plain language of the statute™).

4
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identify one number subject to the maximum limit of another number, it would at least have to
instruct the reader how to identify two numbers — the starting number and the limit. This statute
only references one number, that derived from the Local Standards. The phrase “the debtor’s
applicable monthly expense amounts specified under the . . . Local Standards” references only
one number, not two. This structure alone indicates it functions to specify the number to be
used, rather than a limit to some other unidentified number.

There being no ambiguity or absurdity in reading the statute to define the number to be
used — the number “specified” in the Local Standards — there does not seem to be any reason to

pursue the analysis further.

Nonetheless, some courts have ostensibly found ap

expense is the one found in the

refer to anything elsg

6485 *4 (Bankr. N.D. Cal. April 18, 2007); In re Watson, 2007 WL
: A1, 2007); In re Enright, 2007 WL 748432 *6 (Bankr. M.D.N.C.

S Sawdy, 2007 WL 582535 (Bankr. E.D. Wis. Feb. 20, 2007); In re Prince, 2006
3anNRK M.D.N.C. 2006); In re Fowler, 349 B.R. 414, 418 (Bankr. Del. 2006); Inre
. LEXIS 2214, 2006 (Bankr. N.D. Ill. Sept 15, 2006); In re Haley, 2006
(Bankr. N.H. October 18, 2006) (“Under § 707(b)(2)(A)(ii)(1), what makes
ns¢ ‘applicable’ is not whether the debtor is required to make a car payment or

Means Testing in the New § 707(b), 79 AM. BANKR. L.J. 231, 255-57 (2005).

3 In re Slusher, 359 B.R. 290 (Bankr. D. Nev. 2007); In re Wiggs, 2006 WL 2246432, *6
(Bankr. N.D. 11l. 2006).
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Indeed, this analysis suggests some more reasons why the statute dictates the use of the
specified amount, rather than using it only as a cap to some other number derived from another
source. “Applicable” means “capable of or suitable for being applied.”** This connotes a
number that is “applied” to someone or some thing from some external source, not that is
derived from the person or thing itself. For example, the “applicable” ticket price for a movie
references the schedule of prices that may depend on the moviegoer’s age — it does not refer to
the moviegoer’s age. In determining how much to charge, the ticket taker would not ask “And
what is your applicable age?” Indeed, imagine how a 12-year old would respond to that

question — he would say “What??” But he could easily identify the “applicable” ticket price

given his actual age of 12. He would simply “apply” the sehgdule of Pxices to that age.™> An

xpenses,” which appears at the beginning of 8
vQs to narrow the reference to “amounts specified”; it
ptor’s actual monthly expenses. Thus the “amounts

arrowed according to where the debtor lives and how

l‘WGO? WL 748432 *6; WEBSTER’S NEW COLLEGIATE DICTIONARY (rev. ed. 1980).

5 This illustration suggests perhaps the better test for “plain meaning” is “How would a 12-year
old understand it?”, rather than “How would Justice Scalia understand it?” Cf. In re Kane, 336 B.R.
477, 487 (Bankr. D. Nev. 2006).
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must be read in their entirety and not interpreted based on isolated phrases.'® The court must
consider the next phrase where the term “actual” refers to Other Necessary Expenses.” 11
U.S.C. 8§ 707(b)(2)(A)(ii)(1). Since Congress used “actual” to modify a different expense in the
same provision, it would make little sense to interpret “actual” and “applicable” as meaning the
same thing. The court is not convinced the word would have been selected to denote “actual
subject to a maximum cap,” as at least one opinion has suggested.*’” Instead, the more logical
conclusion is that Congress used two different terms to achieve two different results.

Although a number of opinion have relied on Internal Revenue Service publications for

an interpretation of the relevant provision,* this Court concludes there is no basis to do so.

would allow in deciding whether to settles

Erie-type guess as to what ano

18, 726 (Bankr. N.D. Tex. 2006); In re McGuire, 342 B.R.
also In re Demonica, 345 B.R. 895, 904 (Bankr. N.D. Ill. 2006);

although a draft of the statute had initially included language instructing that the expenses were to be
applicable to the debtor “as determined under the Internal Revenue Service financial analysis for
expenses,” the subsequent removal of the language in the present version of the statute signaled that
Congress did not intend for courts to use the IRS guidelines to determine whether the expense
deductions could be taken when calculating the disposable income for bankruptcy debtors. Id. at 419,

7
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“specified” could not be much clearer in indicating the Standards govern, not what the IRS
would allow.

Indeed, the language of the IRS Manual provides two additional reasons why § 707(b)
should not be interpreted as the Trustee urges. First, the fact that the IRS had to make that
explanation in the Manual indicates its recognition that the Standards themselves do not indicate
they impose maximums, and are not to be used if the debtor has no debt service on the vehicle.
Second, the language of the Manual provided a model that Congress could easily have adopted if
that were its intent. Congress’ choice not to use the language of the Manual implies that it did

not intend the same result.?

the various proposed interpretations of the
of the absurd — something no ratten ftended, or a result demonstrably at

odds with the fundamental purposg © Jistatian/” Each of the proposed interpretations has

intend the . , R.
quoted in fq reSawdy, 00 5 * 13 (Bankr. E.D. Wis. 2007). See also In re Grunert, 353
B.R. 59 4 (B3 i 6)(quoting the House Judiciary Committee Report that “The
sxible and divorced from the debtor’s actual circumstances.”).

he Fowler Court stated, ridiculous and unfair results would arise if debtors
ere’denied the expense deduction but those with only one payment remaining
ocal Standards ownership expenses. In re Fowler, 349 B.R. at 418. But the

ded there is nothing absurd in this result. In re Carlin, 348 B.R. 795, 798 (Bankr. D.

1n re Sawdy, 2007 WL 582535 *7 (Bankr. E.D. Wis. 2007)(after reviewing various cases
finding unfair results under the various interpretations, the court concludes it “can provide support for
either interpretation”).
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a rational basis and is consistent with the apparent fundamental purposes of BAPCPA, to limit
the allowable expenses, to achieve greater uniformity in the application of § 707(b), and to limit
judicial and trustee discretion. Consequently the choice between possible interpretations should
be guided primarily by the language Congress chose rather than by which interpretation this
Court believes would achieve reasonable and fair results the greater percentage of the time.
Conclusion

For the foregoing reasons, the Court concludes debtors may use the Ownership Costs
specified by the Local Standards regardless of whether the vehicle secures a debt. The Trustee’s
objection to the Debtor’s plan on that basis is overruled.

DATED AND SIGNED ABOVE

CoPies of the foregoing e-mailed this
26" day of April, 2007, to:

Andrew S. Nemeth, Esq.

Phillips & Associates

Attorneys for Debtor
nemeth_bankruptcy@yahoo.com
Ronald L. Hoffbauer, Esqg.

Attorney for Chapter 13 Trust

ronh@maneyl13trustee.com

[s/ Pat Denk
Judicial Assistant




