
UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRI CT OF NEBRASKA 

IN THE MATTER OF 

TAKAHIRA & BETTY LOU SATO, 

) 
) 
) 
) 
) DEBTORS 

MEMORANDUM 

CASE NO. BK88-6 9 1 

CH . 7 

A hearing on the Object i on to Claim of Exemptio ns filed b y 
Masaya Murata , a c reditor of the a bove debtors , wa s held o n 
Decembe r 8, 198 8 . Loren Galvin, Omaha, Nebras ka , appeared on 
b e h a l f o f t he debt ors. Ca s ey Quinn, Omaha, Nebr a s ka, a ppeared on 
beha l f of t h e c redi t or. 

The f a ctual issue is: what is the value of a r esidence? 
The legal i ssue is : f or purposes of determi ning a Ch apt er 7 
debtor's exe mption rights in r e al property, does the Cou r t u s e 
fair ma rket va l ue , l iquidation value, o r some other standard? 
Sect i o n 52 2( a ) ( 2 ) de fines value a s " fai r market va l ue. " However, 
f ai r market value of p ropert y in a Ch apter 7 bankr uptcy ca s e must 
take into cons ide r ation the l i quidation c ontext o f the case. Se e 
In re Walsh , 5 Ba nkr. 239 241 (Bank r. Di s t. Col . 1980). 

In Nebraska a Chapter 7 deb t o r is l imited to a home s tead 
e x emption of $10,000. If the real estate on which the e x e mpt ion 
is claimed h a s a net va l ue in excess of $10 , 000, the trust ee wil l 
usually sell i t , pay the $1 0, 000 to d ebtor after pay i ng the 
encumbrances and cost of sale, and d i s tribute the remainde r to 
creditor. 

If the property is worth more than the encumbrance, t he 
truste e usua l ly will sell it only if its v a l ue wil l bring e nough 
proceeds to b ene fit the unsec ured credit ors after pay ing 
expenses, e nc umb rances and homestead exemptio n . 

To thi s court then , the "fair market va l ue ," in t he c ontext 
of t he homeste ad exemption, must be liquidat ion va lue·.- Tha t is 
the amount the t rus tee will receive upon sale of the asset. Th e 
trustee need not a nd shou ld not sell property of l i t tle or no 
bene f it to t h e estate . 

nu:o In t tH s case, the net va l ue of thi s p roperty, i ts 
·!ST" iCT c· d.i ·.i.:a}u~tlt i qn value, is $52,500 less cost o f sale, encumbrance, 

A. -homestead1 ~xemption. No evidence of the cost of s a l e wa s 
pres~nted. Two appraisers testified. Two written appraisals 
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were submitted. Both a p pra i sers made assumptions abou t the costs 
i nv olved in fixing up the house and how such costs impact upon 
market value. They use d s imila r or identica l c omparable sales. 
Debtors' appraiser estimated f i x up c o s t s higher , based upon h i s 
exper i ence, than did creditor' s appr aiser . This Court notes 
debtors' appraiser's experience and gives more weight to his 
testimony. 

Mrs. Sato test i fied that the house was, in her op i nion, 
worth less than eithe r appr aiser be l iev ed . She is ent itled to 
testify as to value, but t he Court acce pts a profes sio nal 
appraiser's opinion of value over d e btor's opinio n. 

The appra iser for the debtor suggested that a t r u s tee sale, 
with no willing seller, would bring a lower a mount than $52 : 500. 
He testified t hat b uyers are aware of t he forced sale nature o f a 
trustee sale a nd t h e resul t cou l d be a d ecline in s ale p r ice of 
up to 40 perce nt . The Court, having r eceived from the witness no 
concrete examples to s upport such opin i on, cannot deva l ue his 
e stimate of marke t v a l ue by 25-40 percent. 

However, t he Court accep ts the $52,50 0 figure as 
representative of t he gross price that coul d have been received 
had the prope rty sol d on petition date . From t h a t, the t r ustee 
must deduct al l e s t i mated sale e xpenses , encumbrances, t a xes and 
homestead exemptio n t o d etermine i f the sale of s u c h property 
would be o f b enef i t t o the estate . 

Separate journal entry to be entered. 

DATED: December 15, 1988. 

BY THE COURT: 

t hief Judger ; 
.'/ IJ 


