	 
	 


	Slip Copy
	 


	Slip Copy, 2011 WL 2421303 (S.D.N.Y.)


	(Cite as: 2011 WL 2421303 (S.D.N.Y.))


Only the Westlaw citation is currently available.

United States District Court,

S.D. New York.

In re CALPINE CORPORATION, et al., Reorganized Debtors.

No. 07 CV 3088.
June 8, 2011.
DECISION AND ORDER
 

 GEORGE B. DANIELS, District Judge.

 *1 This Court's September 14, 2010 Memorandum Decision and Order as written addressed only the Trustee's appeal. [FN1] See Docket # 61. This Court affirmed the Bankruptcy Court's Order: (1) denying the Trustee's claim for damages resulting from Debtor's repayment of the notes, its claim for the repayment premiums in the first- and second-priority notes, its claim for indemnification of fees, its claim against its guarantors, and its claim that the Bankruptcy Court improperly authorized repayment of the notes outside the context of a reorganization plan; and (2) determining that the Trustee's Default Interest Claim was not ripe for review.

FN1. During the course of the appeal proceedings before this Court, the Appellees reached settlements with the trustees and administrative agents representing holders of the first and second priority secured debt. Consequently, Manufacturers and Traders Trust Company ("M & T"), in its capacity as successor indenture trustee for CalGen's third priority secured debt, is the only remaining appellant that is adverse to Calpine. Trustee M & T's appeal was originally filed under the following docket numbers: 07 CV 03199, 07 CV 03200, and 07 CV 03201, and 07 CV 3268, and was consolidated by stipulation of the parties with the first filed appeal 07 CV 3088.

 Consistent with the determinations made by this Court in its September 14, 2010 Memorandum Decision and Order, the Bankruptcy Court's Order is hereby REVERSED with respect to the Debtor's appeal . [FN2] The Bankruptcy Court erred in allowing an unsecured claim for Debtor's breach of the CalGen Secured Lenders' expectation of an uninterrupted payment stream. A provision for such an expectation was not only omitted from the unambiguous terms of the CalGen Secured Debt Agreements, but also was not bargained for and agreed to by the sophisticated parties. [FN3] The Bankruptcy Court lacked the legal authority under the present circumstances to remedy CalGen's drafting omission by rewriting the contract terms.

FN2. The Debtor's appeal was originally filed under docket numbers 07 CV 3266, 07 CV 3267, and 07 CV 3268, and was also consolidated by stipulation of the parties with the first filed appeal 07 CV 3088.

FN3. The CalGen Secured Debt Agreements clearly provide that "[i]n the case of an Event of Default [due to bankruptcy] ... all outstanding debt will become due and payable immediately without further action or notice." DA Tab E at Ex. D. As previously addressed by this Court's analysis of the Trustee's appeal, the CalGen Secured Debt Agreements do not impose any premiums or penalties in the event of such an acceleration.

 State law governs the nature and amount of claims under Title 11. See  Raleigh v. Illinois Department of Revenue,
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 *2 After conducting a de novo review, this Court finds that, as a matter of law, the Bankruptcy Court improperly interpreted the unambiguous terms the CalGen Secured Debt Agreements when the court determined that Debtor was liable to the Trustee for damages to CalGen's expectation resulting from Debtor's repayment of the notes. See LaSalle Bank Nat'l Ass'n v. Nomura Asset Capital Corp.,
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 Accordingly, that portion of the Bankruptcy Court's Order awarding Trustee M & T an unsecured claim for damages in the amount of a 3.5% premium on the Third Lien Notes is VACATED.

 SO ORDERED.
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