Rule 2017

¢ 15-day periods become 14-day periods
¢ 20-day periods become 21-day periods
« 25-day periods become 28-day periods
Subdivision (c) is amended to reflect the 2005 amend-
ment to §110(h)(1) of the Bankruptcy Code which now
requires that the declaration be filed with the petition.
The statute previously required that the petition pre-
parer file the declaration within 10 days after the filing
of the petition. The amendment to the rule also cor-
rects the cross reference to §110(h)(1), which was redes-
ignated as subparagraph (h)(2) of §110 by the 2005
amendment to the Code.
Other changes are stylistic.

Rule 2017. Examination of Debtor’s Transactions
with Debtor’s Attorney

(a) PAYMENT OR TRANSFER TO ATTORNEY BE-
FORE ORDER FOR RELIEF. On motion by any
party in interest or on the court’s own initia-
tive, the court after notice and a hearing may
determine whether any payment of money or
any transfer of property by the debtor, made di-
rectly or indirectly and in contemplation of the
filing of a petition under the Code by or against
the debtor or before entry of the order for relief
in an involuntary case, to an attorney for serv-
ices rendered or to be rendered is excessive.

(b) PAYMENT OR TRANSFER TO ATTORNEY AFTER
ORDER FOR RELIEF. On motion by the debtor, the
United States trustee, or on the court’s own ini-
tiative, the court after notice and a hearing may
determine whether any payment of money or
any transfer of property, or any agreement
therefor, by the debtor to an attorney after
entry of an order for relief in a case under the
Code is excessive, whether the payment or
transfer is made or is to be made directly or in-
directly, if the payment, transfer, or agreement
therefor is for services in any way related to the
case.

(As amended Mar. 30, 1987, eff. Aug. 1, 1987; Apr.
30, 1991, eff. Aug. 1, 1991.)

NOTES OF ADVISORY COMMITTEE ON RULES—1983

This rule is derived from §60d of the Act and former
Bankruptcy Rule 220 and implements §329 of the Code.
Information required to be disclosed by the attorney
for a debtor by §329 of the Code and by the debtor in his
Statement of Financial Affairs (Item 115 of Form No. 7,
Item 120 of Form No. 8) will assist the court in deter-
mining whether to proceed under this rule. Section 60d
was enacted in recognition of ‘‘the temptation of a fail-
ing debtor to deal too liberally with his property in em-
ploying counsel to protect him in view of financial re-
verses and probable failure.” In re Wood & Henderson,
210 U.S. 246, 253 (1908). This rule, like §60d of the Act
and §329 of the Code, is premised on the need for and
appropriateness of judicial scrutiny of arrangements
between a debtor and his attorney to protect the credi-
tors of the estate and the debtor against overreaching
by an officer of the court who is in a peculiarly advan-
tageous position to impose on both the creditors and
his client. 2 Collier, Bankruptcy 9329.02 (15th ed. 1980);
MacLachlan, Bankruptcy 318 (1956). Rule 9014 applies to
any contested matter arising under this rule.

This rule is not to be construed to permit post-peti-
tion payments or transfers which may be avoided under
other provisions of the Code.

NOTES OF ADVISORY COMMITTEE ON RULES—1991
AMENDMENT

This rule is amended to include within subdivision (a)
a payment or transfer of property by the debtor to an
attorney after the filing of an involuntary petition but
before the order for relief. Any party in interest should
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be able to make a motion for a determination of wheth-
er such payment or transfer is excessive because the
funds or property transferred may be property of the
estate.

The United States trustee supervises and monitors
the administration of bankruptcy cases other than
chapter 9 cases and pursuant to §307 of the Code may
raise, appear and be heard on issues relating to fees
paid to the debtor’s attorney. It is consistent with that
role to expect the United States trustee to review
statements filed under Rule 2016(b) and to file motions
relating to excessive fees pursuant to §329 of the Code.

Rule 2018. Intervention; Right to Be Heard

(a) PERMISSIVE INTERVENTION. In a case under
the Code, after hearing on such notice as the
court directs and for cause shown, the court
may permit any interested entity to intervene
generally or with respect to any specified mat-
ter.

(b) INTERVENTION BY ATTORNEY GENERAL OF A
STATE. In a chapter 7, 11, 12, or 13 case, the At-
torney General of a State may appear and be
heard on behalf of consumer creditors if the
court determines the appearance is in the public
interest, but the Attorney General may not ap-
peal from any judgment, order, or decree in the
case.

(c) CHAPTER 9 MUNICIPALITY CASE. The Sec-
retary of the Treasury of the United States may,
or if requested by the court shall, intervene in a
chapter 9 case. Representatives of the state in
which the debtor is located may intervene in a
chapter 9 case with respect to matters specified
by the court.

(d) LABOR UNIONS. In a chapter 9, 11, or 12 case,
a labor union or employees’ association, rep-
resentative of employees of the debtor, shall
have the right to be heard on the economic
soundness of a plan affecting the interests of the
employees. A labor union or employees’ associa-
tion which exercises its right to be heard under
this subdivision shall not be entitled to appeal
any judgment, order, or decree relating to the
plan, unless otherwise permitted by law.

(e) SERVICE ON ENTITIES COVERED BY THIS
RULE. The court may enter orders governing the
service of notice and papers on entities per-
mitted to intervene or be heard pursuant to this
rule.

(As amended Mar. 30, 1987, eff. Aug. 1, 1987; Apr.
30, 1991, eff. Aug. 1, 1991.)

NOTES OF ADVISORY COMMITTEE ON RULES—1983

This rule is derived from former Rules 8-210, 9-15 and
10-210 and it implements §§1109 and 1164 of the Code.

Pursuant to §1109 of the Code, parties in interest have
a right to be heard and the Securities and Exchange
Commission may raise and be heard on any issue but it
may not take an appeal. That section is applicable in
chapter 9 cases (§901 of the Code) and in chapter 11
cases, including cases under subchapter IV thereof for
the reorganization of a railroad.

In a railroad reorganization case under subchapter IV
of chapter 11, §1164 also gives the right to be heard to
the Interstate Commerce Commission, the Department
of Transportation and any state or local regulatory
commission with jurisdiction over the debtor, but these
entities may not appeal.

This rule does not apply in adversary proceedings.
For intervention in adversary proceedings, see Rule
7024. The rules do not provide any right of compensa-
tion to or reimbursement of expenses for intervenors or
others covered by this rule. Section 503(b)(3)(D) and (4)
is not applicable to the entities covered by this rule.
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