
Valuation of Property 
 
 The legal question is what ethical concerns do we have as lawyers to supervise and check on 

values debtors place on various property in their bankruptcy schedules and any Amendments? 

 The fact pattern is as follows: 

 Jack and Jill Hill were involved in a substantial sole proprietorship business that failed at the 

end of December 2017 and they spent the past year winding up the business and dealing with 

foreclosures and repossessions.  In a nutshell, they met with you to file a chapter 7 bankruptcy and 

have the following assets and issues: 

1. They have a residence that they feel is now worth much less than they had listed in their 

financial statements two years ago ($1 million).  Now they think it is worth no more than 

$500,000 because they have not maintained and updated the house to the neighborhood 

standards.  Although Zillow says that it would sell for $899,000 and the tax value shows 

$850,000, they want you to list the property at $500,000 in their schedules.  They have first 

and second mortgages totaling $450,000 and they can claim a $50,000 exemption as they 

have two minor children in the household. 

2. They have substantial business assets that remain left over in a storage unit, but an inventory 

of those seems to have gotten lost.  They say they have some tools and equipment and they 

say it’s worth no more than $5,000 at a quick sale and/or at auction.  They neglect to tell you 

that they listed these items on business applications for loans with values of approximately 

$500,000 two years ago @ BiggerBankLender.  You don’t ask for a copy of any financial 

statements as the Hills appear to be knowledgeable and aware of the items and their values.  

You list as “business tools & equipment” valued at $5,000 in Schedule B. 

3. Personal property in and around home was listed at $15,000 and some art listed at $1,000. 

They also tell you Mom passed away five years ago and the estate settled approximately 



three years ago but they really didn’t receive anything from the estate except some old 

furnishings, some coins they say are worthless because they are old and didn’t have a very 

high value.  Most of the furnishings are in storage and the coins are in a safety deposit box.  

You don’t ask for any inventory or the final estate distribution Order. 

4. The debtors had a large gun collection but tell you they now have a couple of handguns left 

over worth approximately $600 although they don’t have a list of the guns or descriptions to 

add to your questionnaire.  They don’t mention any transfers of guns. 

5. They don’t give any details about personal property they had in their home in Florida, but 

simply say that the house was foreclosed and there is nothing left.  The house was listed prior 

to foreclosure, but you don’t review the listing. 

6. No credit report, financial statements or appraisals were obtained prior to filing.  Counsel 

only reviewed two public records, county tax values and Register of Deeds records. 

7. Counsel assists them in preparing their schedules and reviews those, they sign without 

changes, you sign and the case is filed on February 1, 2019. 1  

8. The Trustee, at the meeting of creditors, asks them to make all of their personal property 

available for inspection by the Trustee’s appraiser and/or auctioneer and schedule a time to 

go out to their home as well as to the storage units the debtors rent.  A copy of mom’s 

Probate Orders and list of any guns sold is also requested.  

9. You and the debtors hurry up and amend “B” to add a few “missing” assets but do not 

change any values including the residence value.  You don’t consider withdrawing at this 

point since you were paid $10,000 to file the case. 

10. The Trustee lists the home for $899,000 and gets an offer of $850,000 two weeks later.  

                                                
1 The creditors that the Hills owe include Bigger Bank as well as a couple of personal friends that loaned money to them in 
excess of $2 million plus $200,000 in credit cards.  They did mention one card bought a “whole bunch of furnishings”.  All 
these people knew them socially and attended many gatherings at their home.  At the time the bankruptcy is filed several of 
these parties contact the Trustee with questions about the bankruptcy schedules and values. 



Auctioneer finds a huge discrepancy in the value of personal property and business 

equipment in storage of at least $250,000 more than scheduled.  The Trustee also reviews the 

estate Order and sees the 1/3 share of the debtor was $350,000 comprised of $50,000 coins, 

$200,000 in personal property and $100,000 cash.  The online listing for the Florida home 

online shows a large amount of home furnishings and a boat in the driveway. 

Issue:  What ethical concerns does the attorney have: 

1. Duty of Candor to the Court? 

2. Zealously represent Client? 

3. Statutory bankruptcy issues? 

4. Rule 9011? 

5. Is it considered malpractice not to either insist on accurate numbers, Rule 9011 sanctionable 

conduct or just negligence by Debtors’ counsel? 

6. Who should pursue the attorney for sanctions – the Court, UST or Trustee? 

7. What sanctions are appropriate if the attorney has not reasonably investigated under the 

requirements of § 707(C)and (D)? 

8. At what point should the lawyer file a Motion to Withdraw? 

9. Cases with similar facts: 

a. In re Nakhuda 544 B.R. 866 (9th Cir BAP 2016) 

b. In re Cooper 3:17-cv-00569 (Dist Ct. MD Tenn 2018) 

c. In re Tabor, 583 B.R. 155 (Bankr. Nd Ill 2018) 

d. In re Parikh 508 B.R. 585 (Bankr. SD NY 2011) 

e. In re Bennett, 17-30421 (Bankr. ED Tenn 2017) 

Legal Citations 
A. Bankruptcy 

1. Property is not specifically defined but debtors must list pursuant to 11 U.S.C. § 522(d) and 



what is part of the estate is described in 11 U.S.C. § 541. 

2. Valuation of property under 11 U.S.C § 506(a)(1) & (2). 

3. Penalty of perjury. 

4. BAPCPA enhanced reviews under § 707(b)(4)(D)? 

5. Bankruptcy Rule 9011? 

6. Sanctions by Court under § 105? 

B. Tennessee Ethics 

Supreme Court Rules 1.1 and 1.2, Competence & Scope 1.16, Declining or Terminating 

Representation 2.1, Advisor 3.3, 4.1, Candor Toward Tribunal (making false statements of fact), 

Misconduct 8.4 

 

 

 

 


