In re Hampton

United States Bankruptcy Court, S.D. Florida
Case No. 17-17068-SMG
Signed June 18, 2020
616 B.R. 917

*918 Mark Bonacquisti, Zachary Malnik, Plantation, FL, for Trustee.

Raobert F. Reynolds, Ft. Lauderdale, FL, Jeffrey H. Tromberg, Florida Debt Relief Center, LLC, Boca
Raton, FL, for Debtor.

ORDER (1) GRANTING DEBTOR'S MOTION FOR SUMMARY JUDGMENT, (I1) OVERRULING
TRUSTEE'SAMENDED OBJECTION TO DEBTOR'S CLAIMED HOMESTEAD EXEMPTION, AND
(1) AUTHORIZING RELEASE OF HOMESTEAD SALE PROCEEDS

Scott M. Grossman, Judge

Trustee Sonya Slott objects to Debtor Sharon Hampton's claimed homestead exemption in a condominium
unit Ms. Hampton owned when she filed for bankruptcy. The Trustee claims Ms. Hampton's exemption
should be denied because Ms. Hampton withdrew and transferred to others $251,000 of equity in her
homestead before she filed for bankruptcy, and after she filed for bankruptcy, Ms. Hampton sold her
homestead and failed to reinvest the proceeds in a new homestead. Ms. Hampton moved for summary
judgment, contending there is no genuine issue as to any material fact, and she is entitled to judgment as a
matter of law that the equity in her condominium unit on the date she filed for bankruptcy is exempt.

The Court has considered the Trustee, Sonya S. Slott's, Amended Objection to Debtor's Claimed
Homestead Exemption1 (the “Objection”), the Debtor's Mation for Summary Judgment with Regard to
Trustee, Sonya S. Slott's, Amended Objection to Debtor's Claimed Homestead Exemption2 (the “Motion
for Summary Judgment”), the Trustee's Response in Opposition *919 to Hampton's Motion for Summary
Judgment3 (the “Response”), the Debtor's Reply to Trustee's Response in Opposition to Debtor's Mation
for Summary Judgment with Regard to Trustee, Sonya S. Slott's, Amended Objection to Debtor's Claimed
Homestead Exempti on,* and the record in this case. For the reasons discussed below, the Court will grant
Ms. Hampton's Motion for Summary Judgment and overrule the Trustee's Objection.

Facts

Ms. Hampton purchased condominium unit #1107 at 3111 North Ocean Drive, Hollywood, Florida (the
“Property”) in September 2000.° About a year later, she obtained a secured home equity line of credit
(“HELOC”) from Wachovia Bank, N.A., with a $130,000 limit.® Her credit limit was later raised to
$276,300.” In August 2015, Ms. Hampton first listed the Property for sale for $729,000.8 At that time, she
owed only $22,800 on the $276,300 HELOC,9 leaving “about $251,000 available’ to borrow, according to
the Trustee.X® A few months later, Ms. Hampton increased her asking price to $749,000, and placed the
Property on the Multiple Listing Service.

From December 12, 2016 through April 20, 2017, Ms. Hampton drew a total of $251,000 from her
HELOC.™® When added to an existing balance of $22,667.37, she had drawn nearly the maximum
$276,300 available on her HELOC by April 2017.13 Ms. Hampton used the money she drew from her
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HELOC to, among other things, pay attorneys and pay real property taxes on another property she
owned.'* She also transferred $60,000 from her HELOC funds to her son, Daniel Koehler.®®

As of April 6, 2017, Ms. Hampton had entered into a contract to sell the Property for 2’15665,000.16 Ms.
Hampton then filed this case as a chapter 13 case on June 5, 2017 (the “ Petition Date”). As of that date
the previously pending sale had not closed, and no pending sale contract was listed as an executory
contract on her Bankruptcy Schedules.'® she claimed a homestead exemption in the Property on her
Bankruptcy Schedule c.® No party in interest objected to her claimed homestead exemption while this
case was pending under chapter 13.

On April 2, 2018, Ms. Hampton filed an emergency motion to approve a sale of the *920 Property for
$635,000.20 The Court entered an order authorizing the sale on April 17, 2018, requiring the net proceeds
to be held in her chapter 13 counsel, Jeffrey H. Tromberg, Esg.'s trust account.! The sale closed on May
4, 2018, and after payoff of the HELOC and other sale-related expenses, resulted in net proceeds of
approximately $300,000.%

On June 18, 2019, Ms. Hampton voluntarily converted her case to chapter 7,23 and on June 19, 2019, the
Trustee was appoi nted.>* Ms, Hampton amended her Bankruptcy Schedules several times throughout this
case, the most recent amendment being on September 16, 2019, wherein she continued to claim a
homestead exemption in the Property under Fla. Const. art. X, § 4(a)(1) and Fla. Stat. Ann. 88 222.01 and
222.02,25 noting that her homestead was sold during the case and that the proceeds were being held in her
counsel's trust account.?® On November 4, 2019, the Trustee timely objected to the homestead exemption
claimed by Ms. Hampton in the converted chapter 7 case.?’ Ms. Hampton later filed her Motion for
Summary Judgment,28 contending there are no genuine issues of material fact with respect to this
contested matter and that sheis entitled to judgment as a matter of law overruling the Trustee's Objection.

Summary Judgment Standard

Federal Rule of Civil Procedure 56(a), made applicable to this contested matter by Federal Rules of
Bankruptcy Procedure 7056 and 9014, requires the Court to grant summary judgment “if the movant
shows that there is no genuine dispute as to any material fact and the movant is entitled to judgment as a
matter of law.”?° “An issue of fact is ‘material’ if it is alegal element of the claim under the applicable
substantive law which might affect the outcome of the case.” 0in considering a motion for summary
judgment, the Court must construe al facts and draw all reasonable inferences in the light most favorable
to the non-moving party.31

The moving party has the burden of establishing that there is an absence of any genuine issue of material
fact.3 Once the movi ng party meets that burden, the burden shifts to the non- movant, who must present
specific facts showing that there exists a genuine dispute of material fact. > The nonmovi ng party must
provide more *921 than “a mere ‘scintilla of evidence” supporting its position; it must present enough of
a showing that a “jury could reasonably find for that party.”34 But the Court will not weigh the evidence
or find facts at the summary judgment stage. Rather, the Court determines only whether there is sufficient
evidence upon which areasonable juror could find for the non-moving party.35

Anaysis

The Trustee objects to Ms. Hampton's claimed homestead exemption for two principa reasons. First, the
Trustee contends Ms. Hampton has waived her homestead exemption because she has failed to reinvest

Page 2 of 6



the sale proceeds within a reasonable time. Second, the Trustee contends Ms. Hampton's pre-petition
draws of $251,000 on her HELOC were a “manipulation” of her HELOC balance and an “abuse” of her
homestead exemption.

Bankruptcy Code section 522(b) permits a debtor to claim certain property as exempt from creditors
claims.>® Although the Bankruptcy Code contains a list of federal exemptions, it permits states to “opt
out” and require use of its own state law exempti ons.>’ Florida is an “ opt-out” state, so Florida debtors
must use Florida exemptions38 Among the exemptions available to Florida debtors is Floridas
constitutional homestead exemption, which permits a debtor to exempt a homestead of unlimited dollar
value, but subject to certain acreage limitations.>® Taki ng into consideration Florida's status as an opt-out
state, as relevant here Bankruptcy Code section 522(b)(3)(A) permits a debtor to claim as exempt “any
property that is exempt under ... State or local law that is applicable on the date of the filing of the petition
to the place in which the debtor's domicile has been located for the 730 days immediately preceding the
date of the filing of the petition.”*°

It is “settled law”*! — dati ng back to the enactment of the Bankruptcy Code in 1978% — that a debtor's

claim of exemptions is determined as of her bankruptcy petition date. ™ Thus, the only material *922 fact
—asto which there is no genuine issue — is that the Property was indeed Ms. Hampton's homestead on the
Petition Date.** Because the Property was her homestead on the Petition Date, that is the beginning and
end of the inquiry. That she later (upon notice to creditors and with Court approval) sold the Property does
not change the fact that on the Petition Date it was her homestead, which she properly claimed as exempt.

Further underscoring this point is Bankruptcy Code section 522(c), which provides, with limited
exceptions not relevant here,45 that: “[u]nless the case is dismissed, property exempted under this section
isnot liable during or after

the case for any debt of the debtor that arose ... before the

commencement of the case.”*® Thus, under a plain reading of Section 522 — as reinforced by the legion of

cases uniformly so hoIding47 —if property was exempt as of the petition date, it is exempt, period.

That Ms. Hampton later sold her homestead — and what she plans to do with the proceeds of that sale — has
no applicability whatsoever as to whether, on June 5, 2017, the Property was her homestead. Put another
way, in bankruptcy the Court's only temporal concern regarding exemptions is the status of the property as
of the petition date. What Ms. Hampton did with her homestead, its equity, or the proceeds of alater sale
isirrelevant and does not and cannot result in waiver of an otherwise valid homestead exemption. Because
there is no genuine issue as to this materia fact — that on June 5, 2017, the Property was her homestead™®
— Ms. Hampton is entitled to judgment as a matter of law sustaining her exemption.

Similarly, with respect to the $251,000 Ms. Hampton drew down on her HELOC, those funds represented
exempt equity in her homestead, with which she could do as she pleased. Although the Trustee raised her
argument as an objection to Ms. Hampton's homestead exemption due to “manipulation” of her HELOC
and “abuse” of her homestead exemption, what the Trustee is really arguing is that Ms. Hampton
withdrew money from her HELOC and used those funds to pay others (in some cases, according to the
Trustee, with the intent to hinder, delay or defraud creditors).49 But, as a matter of *923 law, Ms.
Hampton could not fraudulently transfer the exempt equity in her hom&etead,SO because that equity was
not available to satisfy creditor claimsto begin with.>
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Conclusion

Two unassailable principles of bankruptcy law clearly defeat the Trustee's Objection here. First,
exemptions are determined as of the petition date. If property is exempt as of the petition date, it is not
liable during or after the case for the claims of creditors (subject to narrow exceptions discussed above but
not applicable here). So what Ms. Hampton did with the equity in the Property (and when she did it) after
shefiled this case isirrelevant to the determination of her exemption claim as of the Petition Date.

Second, as a matter of law, a debtor cannot fraudulently transfer (or “manipulate” or “abuse’) exempt
equity by taking it out of a homestead.> So the fact that Ms. Hampton drew down $251,000 from her
HEL OC before her bankruptcy filing has no legal effect on the homestead exemption she claimed in the
remaining equity in the Property as of her Petition Date.

Accordingly, there is no genuine issue asto any materia fact, and Ms. Hampton is entitled to judgment as
a matter of law in her favor overruling the Trustee's Objection and sustaining her homestead exemption.
Further, in light of the Court's ruling, there is also no reason to continue requiring Ms. Hampton's counsel
to hold the net proceeds from the sale of the Property. It istherefore

ORDERED:
1. Mss. Hampton's Motion for Summary Judgment is GRANTED.

2. The Trustee's Objection is OVERRULED.

3. The Property (including its sale proceeds) is exempt under *924 Article X, Section 4(a)(1) of the
Florida Constitution and Section 522 of the Bankruptcy Code.

4. The Court's December 23, 2019 Order Granting Motion to Hold Disbursement of Proceeds Pending
Further Order of the Court™ is VACATED.

5. Jeffrey H. Tromberg, Esg., is authorized to release from his trust account and distribute to Ms. Hampton
the net proceeds from the sale of the Property.

ORDERED in the Southern District of Florida on June 18, 2020.
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