UNI TED STATES BANKRUPTCY CQOURT
For the Southern District of |owa

In the Matter of

STEPHEN F. SESKER Case No. 87-3014-C
SANDRA L. SESKER, Chapter 12
Debt or s.

ORDER — OBJECTI ON TO CLAI M OF EXEMPTI ONS

Maxwel | State Bank’s Objection to Debtors daim for
Exenption cane on for hearing on February 16, 1988; Maxwell
State Bank, herein the “Bank,” appearing by its attorney of
record, Jon P. Sullivan; the Debtors appearing by their attorney
of record, Jerrold Wanek.

This is a core proceeding pursuant to 28 US.C. 8157. The
Court, having reviewed the file and the argunents and briefs of
counsel, now enters its findings and conclusions pursuant to

F.R Bankr. P. 7052.
FI NDI NGS OF FACT

1. Debtors filed their petition pursuant to 11 U S.C

Chapter 12 on Decenber 10, 1987.

2. Debtors filed their Schedule B-4, Property dd ained
Exenmpt, on the same date. This scheduled listed farmng
i npl ements as exenpt in the amount of $18,875.00. The farmn ng
i mpl ements were fully itemzed on Schedule B-2(i), which was
also filed the sane date.

3. On Decenber 17, 1987, this Court issued its Oder for a
meeting of creditors and fixing times for filing conplaints to

determ ne di schargeability of Debtors.



4. This Oder further provided that “unless the Court
extended the tine, any objection to the Debtor’s claimof exenpt
property (Schedule B4) nust be filed within 30 days after the
concl usion of the neeting of creditors.”

5. Debtors filed their plan of reorganization on January
8, 1988. Article V thereof provided for |ien avoi dance of those
liens on property clainmed by Debtors as exenpt property.

6. The First Meeting of Creditors, pursuant to 11 U S . C
8341, was held on January 11, 1988. The Bank was represented at
this neeting.

7. The Bank filed its objection to the claimof exenption
on February 12, 1988.

8. Prior to the filing of objections to the claim of
exenption, counsel for the Debtors and for the Bank comuni cat ed
with each other regarding the value of Debtors’ machinery. On or
about January 19, 1988, counsel for the Bank advi sed counsel for
the Debtors that the Bank objected to Debtors’ values attributed
to the machinery and that the Bank appraised the machinery at
approxi mately $10,000.00 nore than did the Debtors.

9. On or about January 19, 1988, counsel agreed that the
valuation issue would be voluntarily submtted to a third-party
appraiser in the event the Debtors and the Bank coul d not agree

upon an agreed val uation.



10. On February 10, 1988, counsel for the Debtors and the
Bank communi cated by phone. During that conservation, counsel
for the Debtors did not reject the settlenent proposals of the
Bank and did not indicate that the Debtors were unwilling to
continue the negotiations regarding the val uation issue.

11. On February 12, 1988, counsel for the Debtors advised
counsel for the Bank that the Debtors were no longer willing to
negotiate regarding the valuation of the equipnent in that nore
than 30 days had passed since the first neeting of creditors.

12. In the course of the communications by and between
counsel, the subject of the filing deadline for objecting to the
Debt or s’ claim of exenpt property was not nentioned or

di scussed.
DI SCUSSI ON

Bankruptcy Rule 4003(b) allows a trustee or creditor to
file objections to a debtor’s clained exenptions within 30 days
after the conclusion of the section 341 neeting of creditors.
The basic purpose of the 30-day requirenent in Rule 4003(b) is
to ensure tinely notice to a debtor that the trustee or creditor

objects to the clainmed exenptions. See Matter of Young, 806 F.2d

1303, 1305 (5th Cr. 1986); In re Bidlofsky, 57 B.R 883, 896

(Bankr. E.D. Mch. 1985). Even if a trustee or creditor does not
timely file an objection to exenptions, the exenption issue is

timely raised if the



court determnes the actions of the trustee a creditor placed
the debtor on notice, within the 30 days of the section 341
meeting, that the scheduled exenptions are disputed. See
Bi dl of sky, 57 B.R at 896 (trustee’s adversary conplaints, filed
29 days after the section 341 neeting, gave debtor notice of the
exenption dispute one day before the deadline for filing an

objection to exenptions); In re Sterns, 52 B.R 405, 411 (Bankr

S.D. Tex. 1985) (creditor’s notion for relief from stay, filed
27 days before the section 341 neeting, gave debtor notice of
the exenption dispute 57 days before the deadline for filing
obj ections to exenptions).

In the case at bar, the section 341 neeting was held on
January 11, 1988, which neant that wunder Rule 4003(b), the
trustee or any creditor had until February 10, 1988, to file an
objection to Debtors’ clained exenptions. On January 19, 1988,
Bank’ s counsel notified Debtors’ counsel that Bank objected to
Debtors’ values on clainmed-as—exenpt farm inplenments. On the
sane date, both counsel agreed the valuation issue would be
voluntarily submtted to a third-party appraiser in the event
Debt ors and Bank could not agree upon a valuation. Thus, Debtors
had notice of Bank’s dispute with the exenption values 8 days
after the section 341 neeting, which was 22 days before
obj ections could no longer be tinely filed. Therefore, even
t hough Bank did not tinely file its objection to exenptions, the

Court considers



it tinmely raised because Debtor was placed on notice of Bank’s
objection well within the 30-day deadl i ne.

The Court is aware that under NMatter of Towns, 74 B.R 563

(Bankr. S.D. lowa 1987), a creditor who fails to tinely object
to debtor’s claim of exenptions may not object to exenptions
when resisting a notion to avoid l|iens. However, Towns is
di stingui shable from the case at bar because the debtor in Towns
had no notice whatsoever of creditor’s objection to exenptions
until the creditor resisted debtor’s notion to avoid liens
al nrost 50 days after the 30-day deadline follow ng the section
341 neeting had run. In the case at bar, Debtors had notice of
Bank’ s objection 8 days after the section 341 neeting, which was
22 days before the 30-day deadline. Further, Debtors had entered
into apparent good-faith efforts to negotiate and settle the

val uati on issues.
CONCLUSI ON AND ORDER

WHEREFORE, based on the foregoing analysis, the Court

concludes that the actions of Bank’s counsel placed Debtors on
notice that their clainmed exenptions were disputed.

FURTHER, the equities of the case require the Court to
treat Bank’s objection to exenptions as tinely filed.

| T IS ACCORDI NGLY ORDERED t hat Bank’ s objection to Debtors’

clai m of exenptions is deened tinely filed.

RUSSELL J. HILL
UNI TED STATES BANKRUPTCY JUDGE



