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Plaintiff, the Chapter 7 Trustee i n the bankruptcy case,
filed separate adversary proceedings against the above naned
Def endants for recovery of preferential transfers. Each Def endant
timely filed an answer to the conplaint which included a demand
for a jury trial. Plaintiff contests the jury trial demand
asserting that Defendants waived their right to a jury trial by
filing proofs of <claim in the wunderlying bankruptcy case.
Def endants assert that they are entitled by a jury trial because
they assigned their clains to the State of Georgia prior to the
filing of this adversary proceeding. As a result, Defendants
argue that they no |onger have outstanding clainms against the
bankruptcy estate or a stake in the outcone of the clains
al | onance process.?

The i ssue presented i s whet her Defendants waived their right
to a jury trial by filing proofs of claim in the underlying
bankr upt cy case and subsequently assigning those clainstoathird
party prior to the filing of the adversary proceeding. The
Seventh Anendnent of the Constitution of the United States of
Anerica provides theright toatrial by jury incivil cases. “In
Suits at common | aw, where the value in controversy shall exceed
twenty dollars, the right of trial by jury shall be preserved, and
no fact tried by a jury shall be otherw se re-exam ned in any
Court of the United States, than according to the rules of the

common law.” U. S. Const. Anend VII. However, the Suprene Court

!Because the issue presented in each of the above styled
adversary proceedings is identical, a single order is entered
addressing the issue present ed.



ruled that the right to a trial by jury under the Seventh
Amendnent nmay be wai ved. The Suprene Court held that a creditor
who filed a proof of claimagainst the bankruptcy estate was not
entitled to ajury trial in a preference action. “[A] creditor’s
right to a jury trial on a bankruptcy trustee’'s preference claim
depends upon whether the creditor has submtted a clai m agai nst

the estate.” Langenkanmp v. Culp, 498 U S. 42, 45 111 S. C. 330,

112 L. Ed.2d 343 (1990) (citing G anfinanciera, S.A v. Nordberg,

492 U.S. 33, 58, 109 S.C. 2782, 2799 106 L.Ed.2d 26 (1989). In

G anfinanciera, the Suprene Court recognized that the filing of
a claim against a bankruptcy estate by a creditor triggers the
process of “allowance and disallowance of clains,” thereby
subjecting itself to the bankruptcy court’s equitable power.

G anfinanciera, 492 U S. at 58-59, and n. 14, 109 S. C. at 2799-

2800, and n. 14 (citing Katchen v. Landy, 382 U S. 323, 86 S. C.

467, 15 L.Ed.2d 391 (1966)). “The Suprene Court’s holdings in

G anfinanci era and Langenkanp | eave no doubt that the equitable

jurisdiction of the bankruptcy court is exclusive when its
jurisdiction has been invoked by the filing of a claim”

Travellers Int’l AG v Robinson, 982 F.2d 96, 100 (3rd G r. 1992).

The Trustee argues that the Defendants waived their right to
a jury trial by filing proofs of claimin the bankruptcy case.
Each claim was filed prior to the filing of the adversary
pr oceedi ngs. Def endants acknow edge that they initially filed

proofs of claim in the bankruptcy case. However, Defendants



subsequently assigned their clainmns to the State of GCeorgia,
Department of Agriculture, pursuant to |l egislation enactedin 1999
whi ch created a fund to indemify Defendants for |osses incurred
in 1998 or 1999 from the storage of harvested cotton. O C G A
8§2-19-1(1999). The legislation required that, “[a]cceptance of
an i ndemi ty paynent nmade pursuant to this chapter shall subrogate
the state, to the extent of such indemity paynent, to any right
or right of action accruing to the clainmant to recover paynents
on account of losses resulting fromthe |oss of the cotton or
proceeds fromthe sale of the cotton with respect to which the
indemmity paynent is nade.” OC.GA 82-19-6 (1999). In
accordance with this |egislation, Defendants, upon receiving an
indemity paynment from the State of GCeorgia, subrogated and
assigned their clainms in the bankruptcy case to the state. This
assignnent occurred prior to the filing of the adversary
proceedi ngs. Defendants assert that the effect of the assignnment
of their clainms to the State of Georgia renoves them from the
clainms all owance process and preserves their right to trial by
jury.

The act of filing a proof of claim in a bankruptcy case
submits the creditor to the equitable jurisdiction of the

bankruptcy court. |In the Langenkanp case, after recogni zing that

the filing of a claimby a creditor triggers the claimallowance
process, the Suprene Court stated:

If the creditor is nmet, in turn, with a preference action
fromthe trustee, that action beconmes part of the clains-
al  owance process which is triable only in equity. . . In
ot her words, the creditor’s clai mand the ensui ng preference



action by the trustee becone integral to the restructuring
of the debtor-creditor relationship through the bankruptcy
court’s equity jurisdiction. . . As such, there is no
Sevent h Amendnent right to a jury trial

Langenkanp, at 45 (citations omtted). In the case at bar,

Def endants initiated the clains all owance process by filing their
proofs of claim Upon the filing of the claimin the bankruptcy
case, Def endants subjected thenselves to the equitable

jurisdiction of this Court and waived their right toajury trial.

Def endants argue that the waiver of a right to a jury trial
by filing a proof of claimis not permanent. Defendants assert
that, as a result of the assignment of their claim they are
entitled to a jury trial because they are no |onger seeking
equitable relief fromthis court. Defendants reliance on Smth

v. Dowden, 47 F.3d 940 (8th Cr. 1995) and In re New York City

Shoes, Inc., 122 B.R 668 (E.D. Pa. 1990) in support of their

argunent is msplaced. In Smth, the Eighth Crcuit held, “the
successful wthdrawal of a claim pursuant to Federal Rule
Bankr upt cy Procedure 3006 prior to the trustee’s initiation of an
adversary proceeding renders the withdrawn claima legal nullity
and | eaves the parties as if the claimhad never been brought.”
Smith at 943. The facts in Smth are clearly distinguishable from
the facts presented here. In Smth, the proof of claim was
successfully withdrawn prior to the filing of the adversary
proceeding. As a result, the claimwas renoved fromthe clains
al | ownance process. Wereas in this case, the claim was not

wi t hdrawn, but transferred to a third party. The claimremins



an active part of the bankruptcy case and continues to inpact the
debtor-creditor relationship.

In New York Gty Shoes, infra., a settlenent agreenent which

disallowed a creditor’s two proofs of claimdid not waive the
creditor’s right to a jury trial in a subsequent adversary
proceedi ng. That court found that once the settlenent agreenent
was approved by the court and creditor’s clainms were disallowed
pursuant to the terns of the settlenent agreenent, then the
creditor was no longer a creditor in the bankruptcy case. 1d.

The facts in New York Gty Shoes are al so di stinguishable fromthe

facts presented here. In that case, the settlenent agreenment was
entered i nt o between the debtor and creditor and provi ded that the
creditor’s clains were to be disallowed in the underlying
bankruptcy case. The court approved the settlenent and
di sal | onance of the clains. In this case, | have not approved any
wai ver or disallowance of the clainms originally filed by the
Def endants. The clains remain an integral part of this case.
Def endants assert that the transfer of the clains to the
State of Georgia reinstates their right to a jury trial because
they are no |longer seeking equitable relief from this court.
Def endants, wupon filing the <claim voluntarily submtted
t henselves to the jurisdiction of this court. A consequence of
filing a proof of claimis waiving the right to a jury trial
Def endants’ assignnment of the clains does not reverse their
submi ssion to this court’s jurisdiction. The court inlnre den

Eagl e Square Inc., 132 B.R 106 (Bankr. E.D. Pa. 1991), criticized




New York City Shoes.

Wth all due respect, the NYC Shoes district court may fai
to appreciate that the filing of a proof of <claim
constitutes a creditor’s conplete subm ssion to bankruptcy
court jurisdiction. Such a filing is not a nmere procedural
nicety. W would suggest that, having once filed a proof of
claimand submtted itself to bankruptcy court jurisdiction,
a claimant has irrevocably waived aright toa jury trial as
to any issue which mght arise in that case.

Id. at 112 (citing Allegheny Int'l, Inc. V. Alleheny Ludlum St eel

Corp., 920 F.2d 1127, 1131 (3rd Cir. 1990). den Eagle held, “by
filing a proof of claim . . . [Defendant] waived any right to a
jury trial as to any clains it has against any party in any
bankruptcy proceedi ng in this bankruptcy, ongoing or filed in the
future. . .7 1d. Defendants subnmitted thenselves to the
jurisdiction of this court by filing proofs of claim in the
bankruptcy case. The subsequent assignnment of the clai mdoes not
di vest this court of jurisdiction over Defendants.

In conclusion, by voluntarily filing a proof of claimin a
bankruptcy case, a creditor submts itself to the equitable
jurisdiction of the bankruptcy court thereby waiving any right to
jury trial under the Seventh Amendnment in any subsequently filed
preference action. Defendants here filed proofs of claimin the
bankruptcy case, thereby submtting thenselves to this court’s
jurisdiction and waiving their right to a jury trial. Al though
the clainms were subsequently assigned to a third party prior to
the filing of this preference action, the clains remain pending
and remain an integral part of the bankruptcy case and the
restructuring of the debtor-creditor relationship. Defendants’

assignment of the clains to the State of Georgia does not renove



Def endant’s fromthe equitable jurisdiction of this court.
It is therefore ORDERED that the demand for a jury trial by

Def endants i s deni ed.

JOHN S. DALIS
CHI EF UNI TED STATES BANKRUPTCY JUDGE

dated at Augusta, Georgia

this 25th day of July, 2000.



