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O R D E R

This bankruptcy appeal arises from the Bankruptcy Court′ s

August 20″   2012 0rder determttning that settlement proceeds ―

from Debtor′ s postconfirmation action asserting a vュ olation of

the automatic stay と  are property of the bankruptcy estate.  For

the reasons set forth bettow′  this Court AFFIRMS the Bankruptcy

Court′ s Order.

工. BACKGROUND

On  March  27′   2010′   George  Crouser  (｀
｀
Debtor″ )  fttled  a

voluntary petition under Chapter 13 of the Bankruptcy Code.  On

August 24′  2010′  the Bankruptcy court confirmed Debtor′ s plan′
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which provided for p■ an payments Of S430 per mOnth for at least

thirty一 six months and a zero percent (o老 ) dividend to unsも cured

creditors.  Subsequently′  Debtor receュ ved two co■ ■ection ■ etters

from his mortgage company′ s attOrney′  and a f6rec■ Osure notice

appeared in a  loca■  newspaper.    on August  30′   2011′   DebtOr

commenced an adversary proceeding agaュ nst the mOrtgage company

a■■eging  postconfirmation  vio■ ations  of  the  automatic  stay

pursuant to ll u.s.c. 362(k).   Debtor and the mortgage cOmpany

settled the adversary proceeding for S25′ 000.  One― third of that

amount was to be paid tO Debtor′ s counseユ  for attorney′ s fees′

and the rema■ nュng ba■ ance was to be pa■ d to the Debtor himse■ f.

On  February  15′   2012′   Debtor  ftt■ ed a motion to  approVe the

settlement and dismiss the ▲ dversary proceedttng with preう udice.

The Chapter 13 Trustee (｀ T`rustee″ ) fttled an ob」eCttton contendttng

that the S16′ 666.67 of sett■ ement funds al■ ocated to Debtor are

property of the bankruptcy estate and subぅ ect tO diStribution to

Debtor′s unsecured creditors.1

The  Bankruptcy  Court  held  a  hearュ ng  and  requュ red  the

partttes to brief the issue.  On August 20′  2012′  the Bankruptcy

Court entered its order sustaining the Trustee′ s obぅeCtiOns and

concユudin9  that  the  postconfirmation  settlement  proceeds  are

property of the bankruplcy estate sub〕 ect tO distribution.   On

l The parties agree that DebtOr does not have any exemptions ava±
■able

to cover the settlement proceeds.
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Cttr. 1992).

II STANDARD OF REVIEW

r e v■ e w s   l e g a■   c o n c l u sュ o n s   o f

l n  r e  C l u b  A s s o c s .′  9 5 1  F . 2 d  l

the  bankruptcy

223′  1228 (1lth

工II. DISCUSS10N

The  ■ ssue  raュ sed tt s whether  settlement proceeds  from a

vtt o■ation of the automatic stay are property of Debtor′ s Chapter

13 bankruptcy estate.   Property of the estate includes ｀ ｀
all

legal or equ■ table ■ nterests of the debtor in property as of the

commencement of the case.″
2   1l u.s.C,  S 541(a)(1).   C■

early′

Debtor′ s cause of action for violation of the automatic stay dttd

not ex■ st at the commencement of htt s case.   However′   in the

Chapter 13 context′  the temporal reach of the bankruptcy estate

■s expanded:

(a) PrOperty of tle estate

the property specュ fied

t i t ■ e―

ュnc■ udes′   in addition to

ュn secttton 541  of this

2 1t is undisputed that ｀
■`ega■  and equitable interests″  inc■ udes legal

causesi  f action and sett■ ement proceedst   See a■ so 5 CoLLIER ON BANKRUPTCY ¶

541.08 (15th rev. ed。  2008) (｀
｀
The estate created pursuant to secti9n 541(a)

上nCludes causes of action belonging to the debtor at the time the case ■ s

commenced,″ ), 1l U.S,C, S 541(a)(6) (property of the estate inc■ udes proceeds

from other property of the estate), e.g.′  Tttgnor v. Parkinson′  729 「 .2d 977′

981 (4th Cttr. 1984) (proCeeds of settlement of debtor′ s persona■  inぅury C■aim

constituted property of the estate).
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(1) a■■ property Of the kind spё cttfied in such

section that the debtor acquュ res after the

commencement of the case but before the case

■s closed′  dismュ ssed′  or converted . . .

U.S,C. S  1306(a)(1). The  pユ a■n  language  Of  this  text3

i n d t t c a t e s  t h a t  s e c t t t o n  1 3 0 6 ( a ) ( 1 )  e x p a n d S  t h e  s c o p e  o f  s e c t i o n

5 4 1 ( a ) ( 1 )   i n   c h a p t e r   1 3   c a s e s   t o   i n c■ ud e   ｀｀
a■■  l e g a l   a n d

e q u t t t a b l e  i n t e r e s t s  o f  t h e  d e b t o r″  b o t h  a t  t h e  c o I I m e n c e m e n t  o f

t h e   c a s e   a n d   t h o s e   ｀ ｀
tha t   t h e   d e b t o r   a c q u t t r e s   a f t e r   t h e

commencement  of  the  case  but  before  the  case  ■ s  cユ osed′

dismttssed′  or converted.″    1l U.s.C. sS 541(a)(1)′  1306(a)(1),

see also 4 NoRTON BANKR. L. & PRAC. 3d S 61:1 (For debtors seeking

rel土 ef under Chapter 13′   section 1306 ｀
｀
expand[s] the reach Of

Code S 541″  primartt■ y by ttncユ uding postpettttion property .  .  .

acquired by the debtor before the case is closed′  dismissed′  or

converted.″ ),  see′   e.g.′   工n re Waldron′   536 F.3d 1239′   1242

(1lth Cttr. 2008) (holding that claims for underinsured― motorist

benefits acquired after confttrmation but whtt■ e the Chapter 13

case was stiエ ユ pending were property of the estate ｀ b`ased on the

plain language of section 1306(a)″ ).

Here′   Debtor′ s cause of action for the violation of the

automatic stay and the re■ ated sett■ ement proceeds are legal

3 、、The task of reso■ ving the dispute over the meaning of tthe Bankruptcy

Code] begins where a■ ■ such inquiries must begin: with the ■ anguage of the

statute itself.   In this case ■ t is also where the inqu■ ry shou■ d end′  for

wherer as here′  the statute's language is plain′  the so■ e function of the

courts ュ s to enforce ■ t according to ■ ts terms.   The language before us

expresses Congress' intent . . . with sufficient precision so that reference

to legislative history and to pre― Code practice is hardly necessary.″   U.S.

v. Ron Pattr Enters.′   489 UoS. 235′   240-41 (1989) (citatiOns and quotations

omitted).
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ュnterests acquュ red by Debtor after cOmmencement Of the case but

before  ■ t  was  c10sed′   dismュ ssed′   or  converted.    Therefore′

Debtor′ s  sett■ ement proceeds are property of the cstate and

Sub」eCt tO distribution.

Debtor′  however′  contends that claュ ms for vェ olation of the

automatttc  stay′   by  the■ r  very  nature′   cannot  exュ st  at  the

commencement  Of the bankruptcy case  (under sectiOn  541) and

therefore can never become part of the bankruptcy estate (eVen

under section 1306).   Debtor argues that that the Bankruptcy

Court ttgnored section 1306′ s reference to property ｀
｀
Of the kind

s pecttfied  ttn  such  section  [土 ce.  section  541]′
″
  whiCh  Debtor

contends  ユ 土mュ ts  section  1306 to  causes  of  action which are

capable of exist工 ng prior to filing bankruptcy.

Contrary to Debtor′ s argument′  the Bankruptcy COurt did not

土gnore  the  above― referenced  language. Rather  than  adopting

the   Bankruptcy   CourtDebtor′ s crabbed ュnterpretation′

ェnterpreted the statute ュ n accordance with ttts ordinary meanュ ng.

Section 1306′ s reference to property ｀
｀
of the kind specified〃  in

section 541 p■ ainly ttnc■ udes ｀ ｀
al■  ■egal or equtttab■ e ttnterests

of the debtor.〃    The on■ y re■ evant ■ imtttattton in section 541

(｀
｀
aS Of the commencement of the case″ ) is e■ 土minated in chapter

13  cases  by  section  1306′   which  includes  legaユ   土nterests

acquttred ｀ a`fter the commencement of the case but before the case

ェs closed′  dism■ ssed′  or converted.
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Moreover′   Debtor′ s construction of the statute would lead

to ュncons■ stent resuユ ts: bankruptcy― specュ fic causes of acttton′

such as c■ aュms for vュ o■ation of the automatic stay′  would be

exc■ uded from the Chapter 13 bankruptcy estate but a■ ■ other

causes of action would be included,   See Chisom v. Roemer′  501

U.S.  380′   417  (1991)  (SCalia′   」 .′  dissenting)  (｀
｀
Our  highest

respons■ bility in the field of statutory construction ュ s to read

the ■ aws in a consistent way′  givュ ng congress a sure means by

whttch it may work the people's wi11.イ
′
), 正 n re Waldron″  536 F.3d

1 2 3 9′  1 2 4 3  ( 1 l t h  C t t r .  2 0 0 8 )  (｀
｀
Thi S  i n t e r p r e t a t i o n  i s  c o n s i s t e n t

w i t h  t h e  ■ an g u a g e  o f  s e c t i o n s  1 3 0 6 ( a )  a n d  1 3 2 7 ( b )′  a n d  a v o上 ds

c r e a t i n g  a  d i s t i n c t i o n  a m o n g  t y p e s  o f  p o s t― co n f t t r m a t i o n  e s t a t e

property  where  there  exists  no  textual  basis  to  do  so.″

(quOtations omitted)).  Had congress intended to excユ ude claims

for  v■ o■ations  of  the  automatic  stay  from  the  Chapter  13

bankruptcy estate′  it could have expressユ y done so.

The distinction env■ sュoned by Debtor cannot be reconc■ led

wュth the pla■ n text of the statute or Congressュ onal intent.

Congress ttntended that a Chapter 13 debtor ｀
｀
repay his creditors

to the extent of his capab土 ユity during the Chapter 13 period.″

In re Arnold′  869 F.2d 240′  242 (4th Cir. 1989)
｀`
Congress did

not  intend for debtors who experュ ence substantially ttmproved

financttal conditions after confirmation to avoid paying more to

thettr creditors′
″

 especiattly when unsecured creditors  are to
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rece■ ve mere cents On the dol■ ar for the■ r claュ ms under the

orttginal Chapter 13 plan.  正 d.

Additiona■ ■y′  there  are  severa■   persuasュ ve  authorュ ties

which are directtty on point and confttrm the Bankruptcy court′ s

conclusttons in this case.  See ln re Veaユ ′ No. 08と B-35319′  2011

WL 5240291, at ☆ 2-3 (Ban【 r. N.D. 正 ■1. Nov. ■ , 2011) (determining

that  Chapter  13  debtor′ s  award  of  puntttttve  damages  for

creditor′ s violation of the automatttc stay consttttuted property

of the estate), In re cOx′  214 B.R. 635′  649 & n.16 (Bankr. N,D.

A■ a.  1997) (determining that Chapter 13 debtor′ s compensatory

damages  for  creditor′ s vュ olattton  of  the  automatic  stay

constituted property of the estate), In re Chung― Chan′  No. 09-

cv-10926′   2009 WL 3837846′   at ☆ 1-3  (Do  Mass.  Nov.  17′   2009)

( d e t e r m i n i n g  t h a t  C h a p t e r  1 3  d e b t o r′ s  s e t t■ e m e n t  p r o c e e d s  f r o m

c r e d t t t o r′ s  v i o l a t t t o n  o f  t h e  a u t o m a t i c  s t a y  c o n s t i t u t e d  p r o p e r t y

o f  t h e  e s t a t e ) ,  I n  r e  F u r g e s o n′  2 6 3  B . R .  2 8′  3 3  ( B a n k r .  N . D , N . Y .

2001)  (Same). Also′   several  courts  have  determュ ned that

Chapter 13 debtor′ s c■ aim against the ttRS for vio■ ating the

automatic stay constitutes property of the estate as part of a

sovereign immunity inquttry.   See ln re Brown′   159 B.R.  1014′

1017 (Bankr, S,D. Ga. 1993) (Dalis′  」 .), In re Flynn′  169 B.R

1007′   10■ 6 (Bankr.  S.D. Ga.  1994) (Davtts′   」 .)′  aff'd in part′

rev'd ttn part on other grounds′   185 B.R.  89 (S.D. Ga.  1995),

U.S. vo McPeck′   910 F.2d 509′   512 n.7 (8th Cttr, 1990),

Solis′  137 B.R. 121′  126 (Bankre s.D.N.Y. 1992).

In re
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Debtor  re上 土es  on St. Pauユ   Fttre  &  Marine Ins,  Co.  v.

Labuzan′  579 F.3d 533 (5th Cir. 2009).  Therer

held that ｀ ｀
automatic― stay― violation clattms are

the estate as defined in s 541.″   正d. at 545.

ュs  inapposュ te  here  because  ■ t  invoユ ved  a

converted into a Chapter 7 case.   Id. at 543.

土nvoユ ve  seCtion  1306′   which  expands  section

the Fifth Circuit

not property of

Labuzan′  however′

Chapter  ll  case

Labuzan dttd not

541  to  ttnclude

p o s t p e t t t t i o n  p r o p e r t y  i n  c h a p t e r  1 3  c a s e s .

In summary′  the plattn text of Section 1306 and applicab■ e

precedent  confirm that Debtor′ s  settlement proceeds  from his

cla■m asserting a v■ olation of the automatic stay are property

of the Chapter ■ 3 bankruptcy estate and sub〕 ect tO distribution

among htts creditors.

IV. CONCLUSION

F6r the  reasons  set  forth above′   the Court AFFIRMS the

B9nkruptcy Court′ s August  20′   2012  0rder.    The  Clerk  sha■ l

terminate all deadユ ines and motions, and CLOSE this case.

ORDER ENTERED  at  Augusta′   Georgia′   this

August′  2013.

クZノn/― day  of

HONORA

UNITE

NDAL HALL

STATES DISTRICT 」 UDGE

ERN DISTRICT OF GEORGttA
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