UNI TED STATES BANKRUPTCY COURT
DI STRICT OF M NNESOTA
THI RD DI VI SI ON

In Re:

METROPCLI TAN CCSMETI C
RECONSTRUCTI VE SURGERY P. A CHAPTER 7
Debt ors. Bky. - 3- 86- 3007

TI MOTHY D. MORATZKA, TRUSTEE,
Plaintiff,

V. Adv. - 3-90- 242
ORDER
SUSAN CLARK,
Def endant .

At St. Paul, M nnesot a.

This matter is before the Court on cross notions for summary
judgnment. Appearances are as noted in the record. The Court
havi ng recei ved nmenoranda and heard argunments in the proceeding,
and now being fully advised in the matter, nakes this ORDER
pursuant to the Federal and Local Rul es of Bankruptcy Procedure.

l.

The Petition was filed in this case under 11 U. S.C. Chapter
11, on Novenber 7, 1986. The case was converted to a case under
Chapter 7 on January 11, 1989. Plaintiff Trustee was appointed
trustee in the Chapter 11 proceedi ngs on Septenber 15, 1988, and
was | ater appointed as the trustee in the converted case. He
commenced this action on Cctober 9, 1990, seeking to avoid
transfers made by the fornmer Debtor in Possession to the Defendant
in the anounts and at the tinmes |isted bel ow

Check NO.

2432

2522

2585

2619
Dat e of Check

Cct ober 26, 1987
Decenber 31, 1987
March 1, 1988
March 28, 1988
Ampunt of Check

$500
$1, 400
$1, 250
$3, 200



The transfers are alleged to be avoidable under 11 U S. C
Sections 544 and 549. Plaintiff clainms that the transfers were
wi t hout consideration and are avoi dable under M nn. Stat. 513. 44,
the M nnesota fraudul ent conveyance statute, as applicable through
11 U.S. C. Section 544(b). The Plaintiff also seeks to avoid the
transfers under Section 549, which enpowers a trustee to avoid
transfers of estate property that are not authorized.

The Def endant argues that Section 544 enpowers a trustee to
avoid only prepetition transfers of interests of a debtor in
property, and not postpetition transfers of interests of a
bankruptcy estate. The Defendant clainms that Section 549 is the
only applicable enabling statute under which the Trustee could
proceed agai nst her, and that his action is barred by the statute
of Iimtations included in the section

.

Bankruptcy estates are created and governed by federal I|aw,
specifically the Bankruptcy Code, (11 U S.C. Sec. 101 et seq.
1978, as anended). Administration and disposition of estate
property are governed by, and are subject to, federal bankruptcy
law, not state law. Only transfers of estate property that are
aut hori zed by either the Code or the Court nmay be made. Wat
constitutes an unauthorized transfer of estate property is,
therefore, determ ned by federal |aw under the Code. Accordingly,
M nnesot a fraudul ent conveyance | aw has no application to
postpetition transfers of estate property. Section 544(b), which
provi des for the avoi dance of a transfer that is avoidabl e under
state law, applies only to the prepetition transfer of an interest
in property of a debtor. 1t does not apply to the postpetition
transfer of an interest in property of an estate.

Section 549 is the relevant enabling statute that enpowers a
trustee to avoid unauthorized transfers of estate property. In
this case, the action was commenced untinely by the Plaintiff,
since it was commenced nore than two years after the date of each
of the four transfers conplained of. Accordingly, the action is
barred by the two year statute of linmtation contained in the
secti on.

M.
Based on the foregoing, it is HEREBY ORDERED:

Def endant is not accountable or liable to the
Plaintiff for $6,350 in connection with
transfers received by her fromthe forner
Debt or I n Possessi on
LET JUDGVENT BE ENTERED ACCORDI NGY.
Dated: April 8, 1991

By the Court:

DENNI'S D. O BRI EN
U S. BANKRUPTCY JUDGE






