
 [SEE KING'S FUNDAMENTALS ¶ 4.6(f); ALLMAND'S HANDLING LIENS ¶ 11.5]
DECISION TREE

PURCHASE-MONEY SECURITY INTERESTS 
ON MOTOR VEHICLES IN CHAPTER 13

START HERE

 PMSI
For a motor-vehicle

CHAPTER 7

PMSI LOAN
INCURRED 910 OR 
MORE DAYS AGO

PMSI LOAN
INCURRED WITHIN 

LAST 910 DAYS

OPTIONS
   1. SURRENDER
   2. REDEEM
   3. REAFFIRM

CHAPTER 13

UNDERSECURED
PMSI

WHOLLY
SECURED

PMSI

PLAN MUST 
PROVIDE FOR FULL

PAYMENT WITH
INTEREST

PLAN MAY
BIFURCATE

INTO SECURED &
UNSECURED
PORTIONS

PURCHASED
PRIMARILY FOR

PERSONAL USE OF
DEBTOR

NOT PURCHASED
PRIMARILY FOR

PERSONAL USE OF
DEBTOR

ENTIRE LOAN
IS PMSI

PLAN MAY
BIFURCATE

INTO SECURED &
UNSECURED
PORTIONS

A PORTION OF 
THE LOAN

IS NOT PMSI

PLAN MUST 
PROVIDE FOR 

FULL
PAYMENT WITH

INTEREST

PLAN MAY
BIFURCATE

INTO PMSI (full 
payment) &
NON-PMSI

PORTIONS*

The treatment of a 
purchase-money

security interest ("PMSI") in
chapter 13 is governed by 
the "hanging paragraph" 

following
11 U.S.C. § 1325(a)(9)

* THE NON-PMSI PORTION

THE PMSI
PORTION
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In chapter 13  the portion of loan 
that is not PMSI and is undersecured
may be treated as general unsecured.
In re Peaslea 358 B.R. 545
 (Bktcy.W.D.N.Y. 2006)
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