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JUSTICE THOMAS, concurring in the judgment.

This case presents the issue of what the proper method
is for discounting deferred payments to present value and
what compensation the creditor is entitled to in calculat-
ing the appropriate discount rate of interest. Both the
plurality and the dissent agree that “[a] debtor’s promise
of future payments is worth less than an immediate pay-
ment of the same total amount because the creditor cannot
use the money right away, inflation may cause the value
of the dollar to decline before the debtor pays, and there is
always some risk of nonpayment.” Ante, at 7; post, at 1.
Thus, the plurality and the dissent agree that the proper
method for discounting deferred payments to present
value should take into account each of these factors, but
disagree over the proper starting point for calculating the
risk of nonpayment.

I agree that a “promise of future payments is worth less
than an immediate payment” of the same amount, in part
because of the risk of nonpayment. But this fact is irrele-
vant. The statute does not require that the value of the
promise to distribute property under the plan be no less
than the allowed amount of the secured creditor’s claim.
It requires only that “the value ... of property to be dis-
tributed under the plan,” at the time of the effective date
of the plan, be no less than the amount of the secured
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creditor’s claim. 11 U. S. C. §1325(a)(5)(B)(i1) (emphasis
added). Both the plurality and the dissent ignore the clear
text of the statute in an apparent rush to ensure that
secured creditors are not undercompensated in bank-
ruptey proceedings. But the statute that Congress en-
acted does not require a debtor-specific risk adjustment
that would put secured creditors in the same position as if
they had made another loan. It is for this reason that I

write separately.
I

“It 1s well established that ‘wWhen the statute’s language
1s plain, the sole function of the courts—at least where the
disposition required by the text is not absurd—is to en-
force it according to its terms.”” Lamie v. United States
Trustee, 540 U.S. __, ___ (2004) (slip op., at 6-7) (quoting
Hartford Underwriters Ins. Co. v. Union Planters Bank,
N. A., 530 U. S. 1, 6 (2000)). Section 1325(a)(5)(B) provides
that “with respect to each allowed secured claim provided
for by the plan,” “the value, as of the effective date of the
plan, of property to be distributed under the plan on account
of such claim [must] not [be] less than the allowed amount
of such claim.” Thus, the statute requires a bankruptcy
court to make at least three separate determinations. First,
a court must determine the allowed amount of the claim.
Second, a court must determine what is the “property to be
distributed under the plan.” Third, a court must determine
the “value, as of the effective date of the plan,” of the prop-
erty to be distributed.

The dispute in this case centers on the proper method to
determine the “value, as of the effective date of the plan, of
property to be distributed under the plan.” The require-
ment that the “value” of the property to be distributed be
determined “as of the effective date of the plan” incorpo-
rates the principle of the time value of money. To put it
simply, $4,000 today is worth more than $4,000 to be
received 17 months from today because if received today,
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the $4,000 can be invested to start earning interest imme-
diately.! See Encyclopedia of Banking & Finance 1015
(9th ed. 1991). Thus, as we explained in Rake v. Wade,
508 U. S. 464 (1993), “[w]hen a claim is paid off pursuant
to a stream of future payments, a creditor receives the
‘present value’ of its claim only if the total amount of the
deferred payments includes the amount of the underlying
claim plus an appropriate amount of interest to compen-
sate the creditor for the decreased value of the claim
caused by the delayed payments.” Id., at 472, n. 8.
Respondent argues, and the plurality and the dissent
agree, that the proper interest rate must also reflect the
risk of nonpayment. But the statute contains no such
requirement. The statute only requires the valuation of
the “property to be distributed,” not the valuation of the
plan (i.e., the promise to make the payments itself). Thus,
in order for a plan to satisfy §1325(a)(5)(B)(i1), the plan
need only propose an interest rate that will compensate a
creditor for the fact that if he had received the property
immediately rather than at a future date, he could have
immediately made use of the property. In most, if not all,
cases, where the plan proposes simply a stream of cash
payments, the appropriate risk-free rate should suffice.
Respondent here would certainly be acutely aware of
any risk of default inherent in a Chapter 13 plan, but it is
nonsensical to speak of a debtor’s risk of default being
inherent in the value of “property” unless that property is
a promise or a debt. Suppose, for instance, that it is cur-
rently time A, the property to be distributed is a house,
and it will be distributed at time B. Although market

1For example, if the relevant interest rate is 10%, receiving $4,000
one year from now is the equivalent to receiving $3,636.36 today. In
other words, an investor would be indifferent to receiving $3,636.36
today and receiving $4,000 one year from now because each will equal
$4,000 one year from now.
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conditions might cause the value of the house to fluctuate
between time A and time B, the fluctuating value of the
house itself has nothing to do with the risk that the debtor
will not deliver the house at time B. The value of the
house, then, can be and is determined entirely without
any reference to any possibility that a promise to transfer
the house would not be honored. So too, then, with cash:
the value of the cash can be and is determined without
any inclusion of any risk that the debtor will fail to trans-
fer the cash at the appropriate time.

The dissent might be correct that the use of the prime
rate,? even with a small risk adjustment, “will systemati-
cally undercompensate secured creditors for the true risks
of default.” Post, at 1.3 This systematic undercompensa-
tion might seem problematic as a matter of policy. But, it
raises no problem as a matter of statutory interpretation.
Thus, although there is always some risk of nonpayment
when A promises to repay a debt to B through a stream of
payments over time rather than through an immediate
lump sum payment, §1325(a)(5)(B)(i1) does not take this
risk into account.

This is not to say that a debtor’s risk of nonpayment can
never be a factor in determining the value of the property
to be distributed. Although “property” is not defined in
the Bankruptcy Code, nothing in §1325 suggests that
“property” is limited to cash. Rather, “‘property’ can be
cash, notes, stock, personal property or real property; in
short, anything of value.” 7 Collier on Bankruptcy
91129.03[7][b][i], p. 1129-44 (15th ed. 2003) (discussing
Chapter 11’s cram down provision). And if the “property

2The prime rate is “[t]he interest rate most closely approximating the
riskless or pure rate for money.” Encyclopedia of Banking & Finance
830 (9th ed. 1991).

30f course, in an efficient market, this risk has been (or will be) built
into the interest rate of the original loan.
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to be distributed” under a Chapter 13 plan is a note (i.e., a
promise to pay), for instance, the value of that note neces-
sarily includes the risk that the debtor will not make good
on that promise. Still, accounting for the risk of nonpay-
ment in that case is not equivalent to reading a risk ad-
justment requirement into the statute, as in the case of a
note, the risk of nonpayment is part of the value of the
note itself.

Respondent argues that “Congress crafted the require-
ments of section 1325(a)(5)(B)(i1) for the protection of
creditors, not debtors,” and thus that the relevant interest
rate must account for the true risks and costs associated
with a Chapter 13 debtor’s promise of future payment.
Brief for Respondent 24 (citing Johnson v. Home State
Bank, 501 U. S. 78, 87-88 (1991)). In addition to ignoring
the plain language of the statute, which requires no such
risk adjustment, respondent overlooks the fact that se-
cured creditors are already compensated in part for the
risk of nonpayment through the valuation of the secured
claim. In Associates Commercial Corp. v. Rash, 520 U. S.
953 (1997), we utilized a secured-creditor-friendly re-
placement-value standard rather than the lower foreclo-
sure-value standard for valuing secured claims when a
debtor has exercised Chapter 13’s cram down option. We
did so because the statute at issue in that case reflected
Congress’ recognition that “[i]f a debtor keeps the property
and continues to use it, the creditor obtains at once nei-
ther the property nor its value and is exposed to double
risks: The debtor may again default and the property may
deteriorate from extended use.” Id., at 962.

Further, the plain language of the statute is by no
means specifically debtor protective. As the Court pointed
out in Johnson, supra, at 87-88, §1325 contains a number
of provisions to protect creditors: A bankruptcy court can
only authorize a plan that “has been proposed in good
faith,” §1325(a)(3); secured creditors must accept the plan,
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obtain the property securing the claim, or “retain the[ir]
lien[s]” and receive under the plan distributions of prop-
erty which equal “not less than the allowed amount of
such claim,” §1325(a)(5); and a bankruptcy court must
ensure that “the debtor will be able to make all payments
under the plan and to comply with the plan,” §1325(a)(6).
Given the presence of multiple creditor-specific protec-
tions, it is by no means irrational to assume that Congress
opted not to provide further protection for creditors by
requiring a debtor-specific risk adjustment under
§1325(a)(5). Although the dissent may feel that this is
insufficient compensation for secured creditors, given the
apparent rate at which debtors fail to complete their
Chapter 13 plans, see post, at 2-3 and n. 1, this is a mat-
ter that should be brought to the attention of Congress
rather than resolved by this Court.

II

The allowed amount of the secured claim is $4,000.
App. 57. The statute then requires a bankruptcy court to
identify the “property to be distributed” under the plan.
Petitioners’ Amended Chapter 13 Plan (Plan) provided:

“The future earnings of DEBTOR(S) are submitted
to the supervision and control of this Court, and
DEBTOR(S) shall pay to the TRUSTEE a sum of $740
per month in weekly installments by voluntary wage
assignment by separate ORDER of the Court in an es-
timated amount of $170.77 and continuing for a total
plan term of 36 months unless this Court approves an
extension of the term not beyond 60 months from the
date of filing the Petition herein.” App. to Pet. for
Cert. 77a.

From the payments received, the trustee would then make
disbursements to petitioners’ creditors, pro rata among
each class of creditors. The Plan listed one priority claim
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and four secured claims. For respondent’s secured claim,
petitioner proposed an interest rate of 9.5%. App. 57.
Thus, petitioners proposed to distribute to respondent a
stream of cash payments equaling respondent’s pro rata
share of $740 per month for a period of up to 36 months.
App. 12.

Although the Plan does not specifically state that “the
property to be distributed” under the Plan is cash pay-
ments, the cash payments are the only “property” specifi-
cally listed for distribution under the Plan. Thus, al-
though the plurality and the dissent imply that the
“property to be distributed” under the Plan is the mere
promise to make cash payments, the plain language of the
Plan indicates that the “property to be distributed” to
respondent is up to 36 monthly cash payments, consisting
of a pro rata share of $740 per month.

The final task, then, is to determine whether petitioners’
proposed 9.5% interest rate will sufficiently compensate
respondent for the fact that instead of receiving $4,000
today, it will receive $4,000 plus 9.5% interest over a
period of up to 36 months. Because the 9.5% rate is higher
than the risk-free rate, I conclude that it will. I would
therefore reverse the judgment of the Court of Appeals.



