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

In the Matter of

ARDEN L. HUGHES and " Case No. 90-2301-D H
KAREN E. HUGHES, :

Debt or s. . Chapter 7

ORDER- - OBJECTI ON TO CLAI M OF EXEMPTI ONS

On March 13, 1991, a hearing was held on the objections
to Debtors' clainms of exenptions. The follow ng attorneys
appeared on behalf of their respective clients: Thomas L.
Yeggy, Attorney at Law, on behalf of Farners and Traders
Savi ngs Bank (hereinafter "Bank"); M chael R Brown, Attorney
at law, on behalf of the Debtors; and Kevin R  Query,
Assistant U.S. Attorney, Southern District of |owa, on behalf
of the United States of Anerica. At the conclusion of the
hearing, the Court took the matter wunder advisenent upon a
briefing deadline. Briefs were tinely filed, and the Court

considers the matter fully submtted.

This is a <core proceeding pursuant to 28 U S.C
8157(b) (2)(B). The Court, upon review of the pleadings,
arguments of counsel, and briefs submtted, now enters its

findi ngs and concl usi ons pursuant to Fed. R Bankr. 7052.

El NDI NGS OF FACT

1. Debtors filed for protection under Chapter 7 of the
Bankruptcy Code on September 7, 1990.



2. Both Debtors' claim $10,000.00 as exenptions under
| owa Code & 627.6(11) for a total of $20,000.00 in value of
"“inplements and equipnent reasonably related to a normm
farm ng operation.”

3. Bank and the United States of Anmerica have objected
to this claimof exenption on the basis that Karen Hughes does
not qualify as a farmer and the values of the tools of trade,
farm machi nery, exceed the claimed amunt of exenption, to-
wit: $19, 850.00.

4. Debtors farm 232 acres of farmand of which
approximately 68.9 acres are tillable.

5. The tillable acreage has been in the "CRP" program
since 1987. Under this program the land is renmoved from crop
producti on, but the Hughes are required to nmaintain the |and,
i ncl udi ng nowi ng the weeds.

6. Debtors engaged in a |livestock operation but
termnated this operation in 1984, when they were forced to
liquidate their herd. They hope to return to raising
i vestock but are unable to do so at this time because of [|ack
of financing.

7. Karen Hughes has worked in a bank since 1973,
al though not on a full-time basis at all tinmes. She has
wor ked full time since 1985.

8. Karen has participated in all the farm ng activities

and has perforned all tasks necessary for the bookkeeping



function of the farm operation.

9. Arden Hughes has been a full-tinme truck driver for
the greater part of the last six years.

10. Debtors' farm ng operation has had a net operating
| oss for the past six years. However, in excess of 60 percent
of the Hughes' gross incone cones fromthe farm ng operation.

11. An independent appraisal of the farm machinery (Exh.
A) establishes that the machinery | ocated on Debtors' farm has
a total value of $27,020.00. Gary Hughes, Debtors' son, has a
one-half interest in sonme of this equipnment, and the val ue of
Debtors' interest in the machinery, after deducting Gary's
one-half interest, is $21,520.00. Some of this machinery's

primary use is involved in a |ivestock operation.

CONCLUSI ONS OF LAW

11 U.S.C. 8 522(f) provides for lien avoidance. Debtors’
may avoid security interest in exenpt tools of the trade to
the extent that the exenption is inpaired. 8§ 522(f)(2)(B).
Accordingly, a valid exenption is a prerequisite to receiving
this relief.

| owa has opted out of federal exenptions. | owa Code 8§
627.10. Accordingly, the legality of an exenption is a matter
of lowa | aw.

| owa Code 8§ 627.6(11), as relevant herein, provides that

if a debtor is engaged in farmng, the debtor may hold as



exenpt the inplenments and equi pnment reasonably related to a
normal farm ng operation not to exceed a value of $10, 000. 00.

Debtors can qualify as farmers and still have a full-tine

occupation off the farm Matter of Myers, 56 B.R 423 (Bankr.
S.D. lowa 1985); Matter of Hahn, 5 B.R 242 (Bankr. S.D. |owa

1980); Matter of Smth, 78 B.R 922 (Bankr. S.D. |owa 1987).

Further, a debtor's intention to return to farnm ng, or an
aspect thereof, after a tenporary cessation of farm ng, nmust
be given great weight. Mers, 56 B.R at 426.

There is no objection to classifying Arden Hughes as a
farmer, but the creditors object to considering Karen as a
farmer. Under the facts and circunstances of this case, Karen
is also a farnmer as that termis used under |owa | aw.

The Hughes have tenporarily suspended their |ivestock
operation because of inability to obtain financing. It is
their hope and expectation to return to raising livestock when
their finances permt. This is sufficient under the |Iowa | aw.

Karen Hughes assists in the actual farm operation. The
fact that the Department of Agriculture pernmits the |and to be
renoved from farm production and that farm work is mniml at
the present is not enough to renove the classification from
ei ther Arden or Karen Hughes. Karen al so mai ntains the books
and records for the farm operation. The fact that she
receives incone from other sources does not disqualify her as

a farmer wunder the Ilowa exemption |[|aw. Accordingly, the



objection to claim of exenptions nust be overruled on this

basi s.

The value of Debtors' interest in the nmachinery is
$21, 520. 00. The Debtors are entitled to an exenption of
$10, 000. 00 per farmer. Both Arden and Karen qualify as

farmers and qualify for a total exenption of $20, 000. 00.

Therefore, Debt or s’ claim of exenptions exceed the
permtted amobunt by $1, 520. 00. Accordingly, the objection to
exenption nmust be sustained in this anount and Debtors' nust
anend their schedules to show exenptions within the | awful
anmount .

| T I'S ACCORDI NGLY ORDERED, as foll ows:

(1) The objections to Debtors' claim of exenptions are
overrul ed and sustained in part;

(2) Karen E. Hughes qualifies as a farmer and is
entitled to an exenption of $10,000.00 as tools of the trade
pursuant to lowa Code § 626.6(11); and

(3) Debtors are entitled to a maximum total exenption of
$20, 000. 00 and nust anend their claimof exenption by reducing
their claimof tools of trade at or below this amunt.

Dated this 29t h day of July, 1991

RUSSELL J. HILL
U. S. BANKRUPTCY JUDGE



