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This case presents for review the decision of the Court
of Appeals that a debtor cannot collaterally attack in state court
an adj udi cation nade in a Chapter 11 bankruptcy proceedi ng
regardi ng the bal ance due on a debt owed by the debtor-bankrupt.

The judgnent of the Court of Appeals is affirned as nodified.

In 1973 Prudence Reynol ds, now deceased, sold a farmto
the appellant, Billy Gvn Mtchell. Incident to the sale, Mtchel
executed a prom ssory note in the principal anmount of $134,140.71
payabl e to Reynolds in 240 equal nmonthly installnments of $1, 040. 00,
principal and interest. The prom ssory note was secured by a deed

of trust on the farm

On April 6, 1983, Mtchell filed a voluntary petition for
reorgani zati on pursuant to Chapter 11 of the Bankruptcy Code.
Apparently, Mtchell made sone paynents on the note prior to his
filing the bankruptcy petition. On June 13, 1984, the bankruptcy
court entered an order confirmng Mtchell’s reorgani zati on plan as
anmended. The anended plan all owed Reynolds a secured claimin the
princi pal anmount of $102,902.28. Wth respect to the terns of the

paynent of the debt, the amended plan provided:

The secured claimof Ms. J. P. Reynol ds
(“Reynol ds”) shall be fully settled, satisfied,
and di scharged by payi ng Reynol ds t he remai ni ng
suns due in accordance with the terns of her
Prom ssory Note and Deed of Trust; except that,
the terns of said Note shall be extended by a
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period equal to the nunber of nonths that said
Note is in arrears. The first install nent

shal | be due and payabl e upon confirmation with
a simlar paynent being due and payabl e each
nonth thereafter until said Note shall have
been paid in full. Reynolds shall retain her

i en upon the Debtor’s 144 acre farm

The record shows that subsequent to confirmation of the

anended plan, Mtchell paid to Reynolds in cash $27, 353. 25.

On January 25, 1988, Mtchell filed an interimreport in
t he bankruptcy case. 1In the section entitled “Total Anmount of
Clains Allowed,” the report reflects the principal anpount of

Reynol ds’ claimremai ned at $102, 902.28. Reynol ds died on June 10,
1988. After her death, Mtchell made no further paynents on the

note. The final report, filed Novenber 10, 1988, is virtually
identical to the interimreport and sets forth the sane anount for
Reynol ds’ claim On January 13, 1989, the bankruptcy court entered

a final decree closing Mtchell’s case.

After Mtchell and CGerald W Pickens, executor of
Reynol ds’ estate, were not able to agree on the anbunt owed,
defendant Sam F. Cole, Jr., substitute trustee under the deed of
trust, gave Mtchell witten notice that the entire bal ance on the
note was due and payabl e and nade demand for $113,832.70, principal

and accrued interest, plus $17,074.80 for attorney’'s fees.

On August 29, 1989, Mtchell filed a conplaint for a

tenmporary restraining order and for tenporary and permanent
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injunctions to stop the foreclosure. Mtchell contended that he
had an oral agreenment with Reynolds as to paynent of the note

t hrough goods and services to her. According to Mtchell, the

val ue of these goods and services, as well as cash paynents made to
Reynol ds, reduced the bal ance due to $66,330.18. 1In the counter-
conplaint, the defendants alleged that Mtchell owed the principal
sum of $102,092.28, as reflected in the final report of his Chapter
11 bankruptcy case, plus interest and attorney fees. In answer to
the counter-conplaint, Mtchell asserted that the anmount stated in

hi s bankruptcy proceedi ng was erroneous.

Prior to trial, the trial court granted the defendants’
notion in limne prohibiting Mtchell from presenting evidence
concerning oral statenents nmade by Reynolds prior to her death in
regard to the note.* At trial, Mtchell testified that he had a
very close relationship with Reynolds, his aunt, and that he bought
the farmto provide her with a continuous stream of inconme for the
rest of her life. Over repeated objections by the defendants’
counsel, Mtchell and other witnesses were allowed to testify that
vari ous goods and services were provided to Reynolds by a
partnership which was owned by Mtchell and his sisters. Included
in the clainmed services was $40, 000. 00 for providing | odgi ng and
wages for the decedent’s “grounds keeper” over a period of sone
ei ght years. The jury found that Mtchell owed $41, 101.64 on the

note and $21,900.00 in attorney’s fees.

"Not only did Mtchell assert that the amount owed was al most half as
much as what the defendants claimed, he also alleged that Reynolds prom sed to
forgive the debt upon her death.
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The defendants appeal ed, alleging that the trial court
erred in instructing the jury to consider “paynents” made by the
partnership to Reynolds on Mtchell’s behalf and in all ow ng
testi nony regarding all eged paynents on the note. The Court of
Appeal s reversed, holding that the evidence of the paynents was
i nadm ssi bl e because the bankruptcy proceedi ng established the
out st andi ng bal ance on the note as of the date of the final decree.
The case was remanded to the trial court for a hearing to determ ne
t he amount of paynents nade by Mtchell fromthe date of the final

decree until the date of trial, plus all accrued interest.

Appel lant Mtchell’s position is not entirely clear. In
the Court of Appeals, he contended that the bankruptcy court had
erred in determ ning the principal balance owed to be $102, 902. 28.
He attributed the “m stake” to a m sunderstanding with his
attorneys in the bankruptcy proceedings. On this appeal, Mtchel
takes the position that the anbunt set forth in the amended pl an,
whi ch was confirnmed by the bankruptcy court on June 13, 1984,
establ i shed the bal ance due the decedent’s estate on that date. He
further contends that the clained credits for paynents and services
shoul d be applied to the $102, 902. 28 debt, |eaving a bal ance of
$41,101.64. He asserts that the reports filed by himsubsequent to
the order confirmng the plan do not have the sane |egal effect as

the confirned plan and that those reports are not res judicata.
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Section 1141 of the Bankruptcy Code sets forth the

consequences of the confirmation of a Chapter 11 pl an. Pur suant

to 11 U.S.C. 8§ 1141(a), “the provisions of a confirmed plan bind
the debtor . . . and any creditor . . . [of] the debtor.” Unlike
Chapter 13, which delays discharge until the debtor has net his
obl i gations under the plan, 11 U.S.C. § 1328, confirmation of a

Chapter 11 plan operates as a discharge. 11 U S. C § 1141(d).

The federal courts have consistently upheld the binding

effect of the provisions of a Chapter 11 plan. 1In In re Dooley,

116 B.R 573, 580 (Bankr. S.D. Onhio 1990), the court held that the
Chapter 11 debtor was precluded, under the judicial concepts of
clai mand i ssue preclusion and the specific provisions of Section
1141 of the Bankruptcy Code, fromrelitigating the amount or

application of his preconfirmation paynents to a creditor. 1In

re Chattanooga Wol esale Antiques, Inc., 930 F.2d 458, 463 (6th

Cir. 1991), the court stated:

Confirmation of a plan of reorganization by the
bankruptcy court has the effect of a judgnent
by the district court and res judicata
principles bar relitigation of any issues

rai sed or that could have been raised in the
confirmation proceedi ngs.

Thus, in the present case, Mtchell is bound by the
provi sions of his confirnmed Chapter 11 plan establishing

$102, 902. 28 as the outstanding principal balance on the note as of

June 13, 1984, the date of the order of confirmation.
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Preconfirmation paynents in goods and services are irrel evant
because the court must accept $102,902.28 as the outstanding
bal ance as of the date of the confirmation order. The trial court
erred in allowing Mtchell to present evidence about alleged

paynents in goods and services nmade prior to confirmation

In rectifying this error, the Court of Appeals inproperly
limted the proof to the anmount of paynents nmade after the final
decree. The Court of Appeals failed to distinguish between
paynments nade by Mtchell prior to the date of the confirnmation
order and those nade subsequent to the date of that order. That
court erroneously relied on the final report to determne the
amount owed at the conclusion of the bankruptcy proceeding. The
final report does not purport to state the anount of the debt as of
the date of the filing of the report, nor does it show paynents
made to secured creditors after confirmati on of the Chapter 11 plan
in 1984. The report nerely restates the anount of secured clains
al | oned under the confirmed plan. The report cannot be res
judi cata because it is not an order of the court. The final decree

also is not res judicata; the order of confirmation is the

controlling order. The final decree nerely closes the case after
the estate has been fully adm nistered. See Fed. R Bankr. 3022.

In In re Geater Jacksonville Transportation Co., 169 B.R 221, 224

(Bankr. M D. Fla. 1994), the court stated:

Even a cursory reading of this last Rule
[ Fed. R Bankr. 3022] |eaves no doubt that the
entry of a final decree is nerely a
perfunctory, adm nistrative event and not hi ng
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nore than a mnisterial housekeeping act which
was never designed to determne with finality
the substantive rights of parties of interest

i nvolved in a Chapter 11 case. This should be
evident fromthe fact that the final decree is
entered without notice and hearing to anyone
and could be entered even on the Court’s own
not i on.

On remand, the court should determ ne the anmount of
credits due since the date of the order confirm ng the anended
reorgani zati on plan. Wether Mtchell is entitled to credits on
the debt for goods and services rendered subsequent to the date of
the order of confirmation is a question to be determned in the

trial court.

This decision is limted to the holding that only the
deternminations made in the confirmed anended pl an of
reorgani zation, not the subsequent reports by the debtor in

possession, are res judicata. Wth regard to the reports nade by

Mtchell as debtor in possession subsequent to the confirnmation of
t he amended plan, the only issue resolved by this Court is that

those reports are not res judicata. The case obviously presents

nmyriad i ssues of |aw and evidence to be resol ved on remand.

The judgnent of the Court of Appeals is affirned as
modi fied, and the case is remanded to the trial court for further

pr oceedi ngs.
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Costs are taxed one-half to the appellant and one-half to

t he def endant estate.

Concur:
Ander son,

Birch, J.

Lyl e Reid, Special Justice

C.J., Drowta, and Hol der, JJ.

- Not participating.



