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The Trustee brought an action against the Debtor/Defendants
to deny their discharge on the grounds that they willfully failed
to turn over books and records pursuant to a court order.  The
Defendants failed to answer and a default judgment was entered
against them.  One year later the Defendants moved to set aside
the judgment and the court granted the judgment over the
objection of the Trustee.  The Trustee based his appeal on two
grounds: 1) that the motion to set aside the default judgment was
untimely, and 2) that the Defendants’ failure to turn over the
books and records prejudiced the Trustee’s prosecution of
avoidance actions and caused those actions to be settled for less
than their potential value.

FRCP 60(b) allows the court to vacate an order or judgment
under that section within one year; the motion to vacate was
therefore timely.  The District Court also found that the
Defendants’ motion to set aside the default judgment was made in
good faith and asserted what may be a meritorious claim or
defense.  Defendants asserted that they were confused by the
conflicting advice they received from their previous counsel with
regard to the adversary proceeding.  The Court found no abuse of
discretion by the bankruptcy court.  The decision of the
bankruptcy court was affirmed.
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