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UNI TED STATES BANKRUPTCY COURT
DI STRICT OF M NNESOTA

In re:
ORDER SUSTAI NI NG OBJECTI ON
Edward Charl es Maranda, Jr., TO EXEMPTI ON
Debt or . BKY 4-92-833

At M nneapolis, Mnnesota, May 5, 1994.

This case came on for hearing on the objection of Mry
Maranda to the debtor's claimof exenpt property. J. Thomas Church
appeared for Mary Maranda and M chael J. lannacone appeared for the
debtor. Pursuant to the pleadings and the file in this case, |
make t he foll ow ng nmenorandum or der
BACKGROUND( FN1)

Pr e- bankr upt cy

The debtor and Mary Maranda were fornmerly married. They
were divorced in August of 1979. In 1985, Mary Maranda noved the
Ransey County District Court to reopen the divorce judgnent and
decree based on the debtor's fraud. That notion was granted and on
February 10, 1988, the district court granted judgment in favor of
Mary Maranda in the amount of $589, 056. 00, including attorney fees,
costs, expert fees, and interest. Numerous postjudgnment notions
and appeal s ensued, leading ultimately to a Decenber 29, 1989,
opi nion by the M nnesota Suprene Court. Maranda v. Maranda, 449
N.W2d 158 (M nn. 1989).(FN2) The suprene court basically affirned

district court, but changed the anount of the judgment and renanded
with instructions to enter a judgnent in the ampunt of $380, 000. 00
plus attorney fees and costs. An anended order was entered by the
district court on June 11, 1990. The amended judgnment was to

i ncl ude the $380, 000. 00 indicated by the suprenme court, $17, 260.00
for attorney's fees and costs, and $375.00 for expert w tness fees,
and $5,500.00 in attorney's fees awarded by the supreme court and
decreased by partial satisfactions of $17,314.96 and $7, 037. 55,
toget her with postjudgnent interest.(FN3) Thereafter, in an attenpt

col l ect her judgnment, Mary Maranda sought the appoi ntment of a
recei ver, pursuant to Mnn. Stat. Section 576.01, subd. 2 and 4.
The district court granted that relief and appointed a receiver on
August 2, 1990.

Somewhere during all of this, the debtor asserted a | ega
mal practi ce cl ai magainst Shirley Reider, an attorney who had
represented himduring portions of his marriage dissolution
proceedi ngs. The receiver negotiated with Reider's insurance
carrier a settlement of that claimfor $40,000.00. The receiver
nmoved the district court to approve the settlenent. The district
court approved the settlenent but all owed the debtor an opportunity
to purchase the mal practice claimfromthe receiver for the anount
of $40,000.00 within thirty days of the court's order of Decenber
31, 1991. The debtor did not purchase the nmal practice claimfrom
the receiver.

The Bankruptcy Case
The debtor filed a case under chapter 11 on January 31



1992. Ampng the assets he listed in Schedule B to his petition was
"mal practice claimagainst Shirley Reider with an unknown val ue."
The debtor did not claiman exenption for the mal practice claim(FN4)
On July 30, 1992, the debtor noved to approve his rejection of the
settl enent agreenent between the state court receiver and Reider's
i nsurance conpany. That notion was denied on July 30, 1992.

The debtor filed a plan on Novenber 1, 1993, and an
anended pl an on Decenber 30, 1993. bjections to confirmation were
filed by Mary Maranda and by the United States Trustee and the plan
was not accepted by any of the four classes in the plan. The plan
was withdrawn prior to the confirmation hearing on February 16,
1994.

On February 23, 1994, the debtor converted his case to a
case under chapter 7.

On March 10, 1994, the debtor filed an Arended Schedul e
C claimng an exenption for the mal practice claimunder Mnn. Stat.
Section 550.37, subd. 16 and 22. On April 8, 1994, Mary Maranda
objected to that claimof exenption. The debtor filed a response
to the objection on April 26, 1994, and a hearing was held on Apri
27, 1994.
DI SCUSSI ON

M nn. Stat. Section 550.37, subd. 16

The debtor first clains that the mal practice claimis
exenpt under M nn. Stat. Section 550.37, subd. 16 whi ch provides an
exenption for:

The claimfor damages recoverable by any
person by reason of a |levy upon or sal e under execution of the
person's exenpt personal property, or by reason of the w ongful
taking or detention of such property by any person, and any
j udgrment recovered for such damages.

The debtor has asserted no basis in law or fact for this
exenption claim It does not seemto have any applicability at al
to the mal practice claimand, in fact, was not even nmentioned in
the debtor's response to Mary Maranda's objection, except by an
apparently erroneous citation.(FN5) | take it that the debtor has
abandoned his exenption clai munder subd. 16. To the extent that
he has not, the objection to that claimis sustained.

M nn. Stat. Section 550.37, subd. 22

The debtor also clains an exenption for his mal practice
claimunder Mnn. Stat. Section 550.37, subd. 22, which provides an
exenption for:

Ri ghts of action for injuries to the person of
the debtor or of a relative whether or not
resulting in death.

It is difficult to capsulize the debtor's explanation for
why a legal malpractice claimresults in injury to the debtor's person
Therefore, I will quote the debtor's pleading in full

Legal nmal practice, which resulted in judgnent
finding that the debtor commtted 'fraud" upon the
Court has resulted in a liable or slander against
Debt or's busi ness reputati on which has rendered it



difficult for Debtor to obtain enploynment since his
prof ession i nvol ves the sale of insurance contracts.
The mal practice resulting in the fraud determ nation
has injured the Debtor's business reputation, which
is an injury to the debtor's person. But for the
mal practice, the injury to Debtor's reputation

woul d not have occurred. Damage to the debtor's
reputation, is damage to the person within the
meanni ng of 11 U. S.C. Section 550.37, subd. 16.

O her than maki ng unsubstantiated factual allegations which are not
in the record anywhere, the debtor makes two totally erroneous
leaps in logic--concluding in two different places that injury to
the debtor's business reputati on and damage to the debtor's
reputation is damage to the person. The debtor cites no support
for this leap in logic and, of course, there is none.

The obvious inport of the statute is to create an
exenption for personal injury clains, i.e., damages suffered as a
result of injuries suffered by the debtor's body or person. The
thrust of the debtor's argunent really is that any danage suffered
by a debtor is exenptible under subd. 22 as injury to the person of
the debtor. This essentially reads the words "to the person of"
out of the statute and woul d create an exenption for any injury to
t he debtor.

Even if there was sonehow sone anbiguity in the statute
there is a whole series of reported cases treating this exenption
as one whi ch exenpts what | awyers nore conmonly woul d cal
"personal injury clainms." As noted by the court, In re Carlson, 40
B.R 746 (Bankr. D. Mnn. 1984), subd. 22 was enacted by the
M nnesota Legislature in 1982 as part of an overall statutory
scheme which had its roots in the Bankruptcy Act. The Bankruptcy

Act excluded fromproperty that vested in the trustee, "injuries to
t he person of the bankrupt or of a relative, whether or not
resulting in death.” Thus, under the old Bankruptcy Act, persona

injury clainms never passed to the trustee. Under the Bankruptcy
Code, which was effective Cctober 1, 1979, all such clains did
beconme property of the estate, but a Bankruptcy Code exenption was
created for "a paynent, not to exceed $7,500.00, on account of
personal bodily injury, not including pain and suffering or
conpensation for actual pecuniary |oss, of the debtor or an

i ndi vi dual of whomthe debtor is a dependent.” 11 U S.C

Section 522(d)(11)(D). It is clear that the Mnnesota |egislature
intended to retain the old Bankruptcy Act result of conpletely
exenpting personal injury clains fromthe estate when debtor's
avai |l ed thensel ves of the M nnesota exenptions.

In anot her case decided in 1984, the court rejected a
claimby a debtor that causes of action for invasion of privacy and
conversion were exenpti ble under subd. 22, holding that:

This court concludes that the |egislature
envi si oned actual bodily injury, such as a cut, bruise, or broken
linb, as distinguished froman injury to a person's property.

In re Babcock, 44 B.R 521 (Bankr. D. Mnn. 1984).

A later series of three cases treated subd. 22 as an
exenption for personal injury clainms consistent with that addressed
by the court in Babcock. See, In re Bailey, 84 B.R 608 (Bankr. D
M nn. 1988); Medill v. State, 477 NW2d 703 (Mnn. 1991) (In which
the M nnesota Suprene Court deals with subd. 22 as one dealing with
"conpensation for personal injuries and the resolution of persona
injury actions.”), and In re Cook, 138 B.R 943 (Bankr. D. M nn.



whi ch

1992).

In two nore recent cases, the court rejected attenpts to
bring clains for restitution under the Civil Liberties Act, Inre
Ezaki, 140 B.R 747 (Bankr. D. M nn. 1992) and benefits under
wor kers' conpensation statutes, In re Gagne, 163 B.R 819 (Bankr
D. Mnn. 1994) within the purview of subd. 22.

CONCLUSI ON
The statute itself is quite clear that "injuries to the
person” are injuries in the nature of bodily injury. In addition

an unbroken line of cases in this court and one in the M nnesota
Supreme Court have uniformy construed the statute as being limted
to bodily injury clains.

THEREFORE, I T IS ORDERED: The debtor's cl ai m of
exenption for a mal practice claimagainst Shirley Reider is denied.

ROBERT J. KRESSEL
UNI TED STATES BANKRUPTCY JUDGE

(FN1) Pl eadi ngs regarding the objection to exenption are skinpy, but
t he basi c background of this dispute can be gl eaned from ot her
pl eadings in the file.

(FN2) The opinion of the supreme court contains a much nore detail ed
summary of the background | eading up to the Court's opinion

(FN3) The actual judgnment entered by the clerk of the district court
does not appear in the record.

(FNM) In fact, he clainmed no exenptions. Rather, on Schedule C

provides for the claimng of exenptions, he inserted the foll ow ng
| anguage:

Debtor reserves the right to file a Schedule Cif converted
to chapter 7 or if necessary to confirmation of a plan
of reorganization.

(FN5) As will be discussed in the next section, the one page response
argues that the mal practice claimis, in fact, an injury to the
debtor's person "within the neaning of 11 U. S.C.  550.37, subd.

16." The citation, in addition to putting 550.37 in the Federa
Bankruptcy Code rather than the Mnnesota Statutes, cites to subd.

16 rather than subd. 22, which is the exenption dealing with

injuries to the person



