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	Tip of the Month – April 2009
Importance of Accurately Completing Bankruptcy Schedules  


A recent case in bankruptcy court illustrates the importance of ensuring that bankruptcy schedules filed for clients are complete and accurate.
The Facts: 
· An attorney sent clients who wished to file a bankruptcy a worksheet to fill out, which is common in the practice. The worksheet asked for the “approximate average daily balance” in the bank accounts (mistake one). 
· The attorney prepared the bankruptcy schedules relying on the worksheet and although he went through the papers with his client, the question of the current balance in the account was not discussed (mistake two). 
· The attorney filed the bankruptcy a week after the schedules were signed. The clients did not tell the attorney that prior to signing the case they had taken $17,000 out of their 401K and deposited the funds in the bank account and that most of the funds were still in the account (mistake three). 
· At the meeting of creditors, as required, the clients and attorney presented the trustee with copies of the 
bank statements that covered the date of the filing, apparently without looking at them (mistake four). 
· The bankruptcy trustee did not look at the statements until later and when she discovered the funds, demanded the difference between what was listed and what was actually on deposit. The attorney attempted to amend the schedules and claim the funds exempt and the trustee objected.

Result: In this case the court ruled that the debtors acted in bad faith or in such disregard for the accuracy of the schedules that they should not be allowed to amend their exemptions. The case is presently on appeal.
This case demonstrates three key principles to keep in mind when completing pleadings: 

1. Bankruptcy schedules are signed under penalty of perjury by the client and signed by the attorney as having been completed after due diligence and appropriate review. 

2. Deposits that are property of the bankruptcy estate are the collected funds in the account on the date of the filing of the bankruptcy, without taking into account checks that have been written but not yet cleared the account. 

3. Debtors are allowed to freely amend their schedules, including and especially their exemptions, except when they have acted in bad faith.


Tips:  

1. In preparing a bankruptcy filing stress to your clients the importance of accuracy. Obtain the documentation from your client to verify the information. If there is a question have your client call the bank while you are signing the papers to get the present balance. 

2. Avoid holding up a filing after signing, but if you do make sure that you re-verify information such as deposits. Look at the documents your client hands you before passing them on to the trustee. 

3. Minor mistakes are usually not a problem but if 
you discover something of substance amend your papers immediately. 
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