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Officers and Administration; Notices; Meetings; Examinations; Elections; Attorneys and Accountants 

Rule 2014. Employment of Professional Persons 

(a) Application for an order of employment.An order approving the employment of attorneys, accountants, appraisers, 

auctioneers, agents, or other professionals pursuant to § 327, § 1103, or § 1114 of the Code [// USCS § 327, 1103, or 

1114] shall be made only on application of the trustee or committee. The application shall be filed and, unless the case 

is a chapter 9 municipality case, a copy of the application shall be transmitted by the applicant to the United States 

trustee. The application shall state the specific facts showing the necessity for the employment, the name of the person 

to be employed, the reasons for the selection, the professional services to be rendered, any proposed arrangement for 

compensation, and, to the best of the applicant’s knowledge, all of the person’s connections with the debtor, creditors, 

any other party in interest, their respective attorneys and accountants, the United States trustee, or any person 

employed in the office of the United States trustee. The application shall be accompanied by a verified statement of 

the person to be employed setting forth the person’s connections with the debtor, creditors, any other party in interest, 

their respective attorneys and accountants, the United States trustee, or any person employed in the office of the 

United States trustee. 

(b) Services rendered by member or associate of firm of attorneys or accountants.If, under the Code and this rule, a 

law partnership or corporation is employed as an attorney, or an accounting partnership or corporation is employed as 

an accountant, or if a named attorney or accountant is employed, any partner, member, or regular associate of the 

partnership, corporation or individual may act as attorney or accountant so employed, without further order of the 

court. 

History 

(As amended March 30, 1987, eff. Aug. 1, 1987; April 30, 1991, eff. Aug. 1, 1991.) 

Annotations 

Notes 
  

HISTORY; ANCILLARY LAWS AND DIRECTIVES 

Other provisions: 

Notes of Advisory Committee. Note to Subdivision (a). Subdivision (a) is adapted from the second sentence of former 

Bankruptcy Rule 215(a). The remainder of that rule is covered by § 327 of the Code. 

Note to Subdivision (b). Subdivision (b) is derived from former Bankruptcy Rule 215(f). The compensation provisions are set 

forth in § 504 of the Code. 

Notes of Advisory Committee on 1991 amendments. This rule is amended to include retention of professionals by 

committees of retired employees pursuant to § 1114 of the Code.
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The United States trustee monitors applications filed under § 327 of the Code and may file with the court comments with 

respect to the approval of such applications. See 28 U.S.C. § 586(a)(3)(H). The United States trustee also monitors creditors’ 

committees in accordance with 28 U.S.C. § 586(a)(3)(E). The addition of the second sentence of subdivision (a) is designed to 

enable the United States trustee to perform these duties. 

Subdivision (a) is also amended to require disclosure of the professional’s connections with the United States trustee or persons 

employed in the United States trustee’s office. This requirement is not intended to prohibit the employment of such persons in 

all cases or to enlarge the definition of “disinterested person” in § 101(13) of the Code. However, the court may consider a 

connection with the United States trustee’s office as a factor when exercising its discretion. Also, this information should be 

revealed in the interest of full disclosure and confidence in the bankruptcy system, especially since the United States trustee 

monitors and may be heard on applications for compensation and reimbursement of professionals employed under this rule. 

The United States trustee appoints committees pursuant to § 1102 of the Code which is applicable in chapter 9 cases under § 

901. In the interest of full disclosure and confidence in the bankruptcy system, a connection between the United States trustee 

and a professional employed by the committee should be revealed in every case, including a chapter 9 case. However, since the 

United States trustee does not have any role in the employment of professionals in chapter 9 cases, it is not necessary in such 

cases to transmit to the United States trustee a copy of the application under subdivision (a) of this rule. See 28 U.S.C. $ 

586(a)(3)(H). 

INTERPRETIVE NOTES AND DECISIONS 

LIN GENERAL 

1.Generally 

2.Construction 

3.Relationship with other laws and rules 

4.Application 

5.Procedural matters 

6.—Notice of application 

7.Firm services 

8.Sanctions 

9.Miscellaneous 

IL.CONTENTS OF APPLICATION 

A.In General 

10.Generally 

11.Necessity of prior court approval 

12.—Effect on compensation 

13.— —Refund or disgorgement 

14.Nunc pro tunc approval 

15.—Factors considered
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16.—Excusable neglect 

17.—Exceptional circumstances 

18.—Under particular circumstances 

19.—Effect on compensation 

20.Miscellaneous 

B.Conflicts of Interest 

1.In General 

21.Generally 

22.Court’s duty 

23.Severed relationship 

24.Waiver of conflicts 

25.Other sanctions 

26.Miscellaneous 

2.Relationship to Other Parties of Interest 

27.Generally 

28.Connection to debtor’s directors 

29.Connection to debtor’s general partner 

30.Representation of corporation, shareholders or directors 

31.Representation of or connection to creditor 

32.Representation of related entities 

33.Other connection or representation 

3.Other Conflicts 

34.Applicant called as adverse witness 

35.Applicant as creditor of debtor 

36.Other interest in claim against debtor 

37.Non-attorney applicant 

38.Pre-petition payments by debtor 

39.Personal or business relationship with debtor 

40.Source or kind of payment 

41.—Mortgage 
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42.—Payment by third party 

43.Other conflicts 

4.Effect on Compensation 

44.Capping of fees 

45.Denial or disallowance 

46.Disgorgement 

47.Reduction or other limitation 

48.Other particular circumstances 

C.Other Particular Contents 

49.Experience of professional 

50.Financial arrangements 

51.Need for counsel 

52.Miscellaneous 

I. INGENERAL 

1. Generally 

Pattern of nondisclosure exists in two Chapter 11 cases, for purposes of rebutting presumption of /7 USCS § 329(a) that any 

compensation paid before year prepetition was not for services rendered in contemplation of bankruptcy, where, despite 

Bankruptcy Rule 2014(a)’s requirement that attorney applying for employment disclose compensation arrangements and “all 

connections” with debtor, and local rule requiring attorney to disclose any compensation received in 18-month period 

prepetition, firm failed to disclose $50,000 and $25,000 payments which were both made within 18 months of petition, firm 

divulged $25,000 payment in statements of financial affairs but failed to disclose earlier $50,000 payment, debtors testified that 

attorney requested payment of $25,000 balance so that he could advise court that nothing was owed, and attorneys swore firm 

was disinterested despite 40 percent contingency interest in debtor’s cause of action, which was not disclosed until second 

amended disclosure statement 6 months after one debtor’s petition was filed, and never disclosed in second case. Arnes v. 

Boughton (In re Prudhomme) (5th Cir. La. Feb. 7, 1995), 43 F3d 1000, Bankr L Rep (CCH) P76385. 

Chapter 11 debtor in possession administers assets of estate and any business conducted therein as fiduciary for both equity 

interests and creditors; thus, debtor in possession is saddled with almost all of duties of trustee, pursuant to 1/7 USCS §§ 1106 

and //07; this principle of fiduciary duties and obligations carries over to attorneys and other professional persons listed in 

Bankruptcy Rule 2014 who are retained for debtor in possession. Jn re Grabill Corp. (Bankr. N.D. Ill. Apr. 26, 1990), 113 BR 

966, affid, (N.D. II] Dec. 2, 1991), 135 BR 835 (criticized in Jn re Albrecht (2000, BAP10 Wyo) 245 BR 666, 17 Colo Bankr Ct 

Rep 47) and (criticized in In re Milwaukee Engraving Co. (2000, CA7 Wis) 219 F3d 635, 36 BCD 107, 44 CBC2d 737) and 

(criticized in Raymond Prof’l Group, Inc. v William A. Pope Co. (In re Raymond Prof’! Group, Inc.) (2009, BC ND Ill) 421 BR 

891). 

Rule of lenity applicable in criminal matters is not applicable to disclosure requirements of Bankruptcy Rule 2014; 

furthermore, conflict of interest rules are more strictly applied in bankruptcy context than in other areas of law. Jn re Rusty 

Jones, Inc. (Bankr. N.D. Ill. Oct. 21, 1991), 134 BR 321.


