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Chapter Five
Unsecured Credit and Judgments

l. Introduction

Farmers often do business with people or businesses that advance credit, goods, or services
without taking any security interest in the farmer’s property. These are unsecured creditors.
Unsecured creditors cannot simply seize the debtor’s property in case of default, but they may
use other means—for example judgments and garnishment—to take money and property from
defaulting debtors. This chapter discusses unsecured creditors and the legal actions unsecured
creditors may take to collect on unpaid debts.

Dealings with unsecured creditors are often quite informal. To avoid misunderstandings, how-
ever, all agreements should be in writing. Purchasers need clear agreements on exactly what is
being purchased; the cost, including any interest; and the details of delivery and billing.

Il. How creditors get money judgments

Both secured and unsecured creditors can get money judgments against defaulting debtors, but
because unsecured creditors have no other direct way to collect the debt, they are especially
likely to use them. To get a money judgment in Minnesota, a creditor must file a lawsuit against
the debtor seeking payment of the debt. Most often, the case is filed in a Minnesota district
court.! Several steps must be completed for the creditor to get a money judgment.

A. Summons and complaint

To begin a lawsuit for a money judgment, the creditor files a summons and complaint with the
court.? In these documents, the creditor explains why it believes it is owed money by the debtor.
Creditors must also provide a copy of the summons and complaint to the debtor.> Complaints
usually demand that the debtor pay collection costs in addition to the underlying debt. These
costs often include attorneys’ fees, although the creditor might not have a right to attorneys’
fees unless the debtor agreed to be responsible for them in the loan contract.

1 Cases filed in conciliation court and federal court can also lead to money judgments. Minn. Stat.
§§ 491A.01 to 491A.03, 548.11. For information on conciliation court, see GUIDE TO MINNESOTA’S
CONCILIATION COURT (2nd ed. 1998), which is available from local legal services offices.

2 Minn. R. Civ. P. 3.

3 This must be done either by the sheriff or any non-party who is at least 18 years old. Minn. R. Civ. P.
4.02.
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A summons and complaint is “served” on the debtor.* This means that they will be delivered ei-
ther by a sheriff or a private process server. In either case, the server documents the day on
which the papers were served.

In some cases, the creditor’s lawyer will file a money judgment lawsuit in the district court of
the county where that lawyer usually does business. Debtors sued for a money judgment, how-
ever, have a legal right to be sued in the county where they live or where at least “some part” of
the cause of action arose.> Debtors must claim this right within 20 days after the summons is
served.6

B. The debtor’'s answer

After being served with the summons and complaint, the debtor has 20 days to file a legal an-
swer.” In the answer, the debtor makes his or her arguments about the debt and default. A
debtor may argue, for example, that he or she does not really owe the money. Debtors who have
an argument against the creditor about the debt must present it in the answer.8 Debtors are al-
lowed to file an answer and argue on their own behalf in court without a lawyer. Except in con-
ciliation court, however, this is likely to greatly reduce the debtor’s chances of success.

If the debtor does not file a legal answer to the complaint, the court will grant the creditor a
money judgment by default.” It is extremely difficult to overturn a default judgment once it is
entered.!0

C. Judgment

If the court decides the debtor owes the money, or if the debtor fails to answer the complaint,
the court will issue a money judgment in favor of the creditor.

1. Generally enforceable for ten years — renewals possible

Money judgments are effective for ten years.!! If the creditor is unable to recover the
judgment amount within the ten years, the judgment can be renewed.!?

Minn. R. Civ. P. 3, 4.

Minn. Stat. § 542.09.

Minn. Stat. § 542.10; Standslast v. Reid, 231 N.W.2d 98 (Minn. 1975).
Minn. R. Civ. P. 12.01.

Minn. R. Civ. P. 12.02.

Minn. R. Civ. P. 55.01.

0  DUNNELL MINN. DIGEST, Judgments, §§ 4.00, 5.13 (4th ed. 1995).

11 Minn. Stat. §§ 541.04, 548.09, subd. 1, 550.01. This ten-year limit also applies to liens resulting from
the judgment. These judgment lien limits almost certainly do not apply to federal agencies. The
United States government is not bound by a statute of limitations unless Congress requires it. United
States v. Summerlin, 310 U.S. 414, 416-17 (1940). Federal agency collection actions are somewhat lim-
ited by a six-year federal statute of limitations under 28 U.S.C. §§ 2415, 2416 to file an action on a
contract, but the federal government then has at least 20 years to enforce a judgment lien. 28 U.S.C.
§ 3201. Federal agencies can renew this time period to enforce a judgment lien by one additional pe-
riod of 20 years. 28 U.S.C. § 3201(c). See also Department of Treasury, Federal Claims Collection
Standards Workshop (Apr. 4, 2001) at 36, available at http:/ /fms.treas.gov/debt/fccsq%26a.txt.

12 Lyman Lumber Co. v. Favorite Constr. Co., 524 N.W.2d 484 (Minn. Ct. App. 1994).
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2. Enforceable for only three years for farm-related debts

For some farm debts, the enforceability period for money judgments is shorter. A judg-
ment for the unpaid balance of a debt on agricultural property owed by a farm debtor
may not be executed on real or personal property after three years from the date the
judgment was entered.1?

3. Not enforceable against after-acquired property for farm-related debts

Usually when a creditor gets a money judgment, the creditor can enforce the judgment
by seizing and selling property acquired by the debtor both before and after the judg-
ment was issued.!* A judgment for an unpaid debt on agricultural property owed by a
farm debtor, however, cannot be enforced against property that the farm debtor acquires
after the judgment is issued.!®

For this purpose, agricultural property is personal property used in a farm operation,
and a farm debtor is a person who has incurred debt while operating a family farm.'®

4. Likely enforceable against the debtor’s property in other states

A money judgment issued by a court in one state will generally also be enforceable in
another state where a debtor has property.l” Typically, the creditor will not have to file a
new lawsuit but can simply file a certified copy of the original money judgment with the
other state’s court.

13

14
15
16

17

Minn. Stat. § 550.366, subd. 3. The Minnesota Court of Appeals has held that a farmer’s default on a
grain supply contract with an ethanol cooperative created debt involving agricultural personal
property and therefore was subject to the three-year limit on enforcement. Westchester Fire Ins. Co. v.
Hasbargen, 632 N.W.2d 754 (Minn. Ct. App. 2001). These judgment lien limits almost certainly do not
apply to federal agencies. The United States government is not bound by a statute of limitations un-
less Congress requires it. United States v. Summerlin, 310 U.S. 414, 416-17 (1940). Federal agency col-
lection actions are somewhat limited by a six-year federal statute of limitations under 28 U.S.C.

§§ 2415, 2416 to file an action on a contract, but the federal government then has at least 20 years to
enforce a judgment lien. 28 U.S.C. § 3201. Federal agencies can renew this time period to enforce a
judgment lien by one additional period of 20 years. 28 U.S.C. § 3201(c). See also Department of Trea-
sury, Federal Claims Collection Standards Workshop (April 4, 2001) at 36, available at:

http:/ /fms.treas.gov /debt/fccsq%26a.txt.

Minn. Stat. §§ 550.02, 550.03.

Minn. Stat. § 550.366, subd. 3.

“Family farm” includes family farm corporations and authorized farm corporations. Minn. Stat.

8§ 550.366, subd. 1(b), 500.24, subd. 2.

See, for example, Minn. Stat. § 548.27.
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lil. Effects of a money judgment

Once a creditor has a money judgment against the debtor, the creditor is able to take the next
steps toward collecting the debt.
A. Judgment lien

After the court officially finalizes a money judgment—in legal terms, the judgment is said to be
“docketed”—a judgment lien is created in favor of the creditor.'® The lien applies only to real
property of the debtor that does not qualify for an exemption.

1. Only applies to real property

A judgment lien is a lien on real estate. The debtor’s personal property—such as machin-
ery, livestock, vehicles, and household items—is not directly affected.’

Real property vs. personal property

Money judgments affect property differently, depending on
whether it is real property or personal property. In general, real
property includes land and buildings. Personal property includes
most other farm property, such as livestock, machinery, and crops.
Chapter Three discusses the differences in more detail.

2. Does not apply to debtor’s exempt property

The judgment lien only applies to nonexempt property.?0 This means, for example, that
the debtor’s homestead should not be affected by the lien.?! (Exemptions are discussed
later in this chapter starting at page 145.)

18  Minn. Stat. § 548.09, subd. 1. The process is somewhat different for what is known as registered, or
Torrens land. Minn. Stat. §§ 508.25, 508.63, 508A.63. Torrens land, unlike most real estate in Minne-
sota, has a certificate of title issued in favor of the owner of the property. If farmers are not sure
whether their property is Torrens property, they can check with the county registrar of titles where
the original certificate for each property is maintained.

19  Ajudgment lien generally applies to real estate owned at the time the money judgment is docketed,
It also affects the debtor’s interest as a buyer under a contract for deed because the buyer may need
to take action to protect the buyer’s homestead rights to the property. Hook v. Northwest Thresher Co.,
98 N.W. 463 (Minn. 1904).

20  Minn. Stat. §§ 510.01, 510.05.

21  Technically, the judgment is a lien on the homestead property, but the lien is not enforceable under
the Minnesota Constitution. Minn. Const., art. 1, § 12. Even though the judgment lien is not enforce-
able against homestead property, the homestead exemption can be lost if the debtor stops occupy-
ing the property. Minn. Stat. § 510.07, Denzer v. Prendergast, 126 N.W.2d 440, 442-43 (Minn. 1964).
Because of this possibility, the money judgment creates something of a cloud over exempt home-
stead property. Purchasers, for example, may worry that the homestead exemption was at one point
lost before the sale and refuse to buy unless the judgment is paid.
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3. Affects debtor’s rights in the property

The judgment lien does not in itself give the creditor the right to take the real estate, al-
though the creditor may acquire the right later through a sheriff’s levy and sale, dis-
cussed below. The judgment lien does affect the debtor’s rights in the real estate.?? As a
practical matter, as long as the lien is in place, it will be difficult for the debtor to sell the
property or to get a mortgage on it.2> Not only will a debtor be unlikely to be able to use
the property covered by a judgment lien as collateral for future credit, the creation of a
judgment lien against the debtor might put the debtor in default on existing loans.

B. Writ of execution

The most important effect of a money judgment is that it can be used by the creditor to get a
writ of execution.?* A writ of execution is issued by the court and gives the sheriff, the creditor,
or the creditor’s attorney the power to seize and sell the debtor’s property and pay the creditor
the proceeds.?> Unless the debtor appeals the court’s decision to grant a money judgment, a writ
of execution is likely.2e Writs of execution are the legal trigger for sheriff’s sales, garnishments,
and other methods used to seize the debtor’s property and money.

A writ of execution may be delayed if within ten days after the judgment is entered the debtor
files a bond equal to twice the amount of the judgment.?” The bond will delay execution for six
months on the condition that the debtor will pay the judgment amount, with interest, by the
end of the six-month period.2

A writ of execution is valid for 180 days.?? Additional writs may be issued at any time during
the period that a judgment is in effect.

C. Garnishment authorized

Once a creditor has been awarded a money judgment, the creditor has the power to begin the
process of garnishing earnings, money, and property that are held by another party for the
debtor or are owed to the debtor by another party.’0 Garnishment is discussed in detail later in
this chapter at page 136.

22 Minn. Stat. § 548.09, subd. 1; 28 DUNNELL MINN. DIGEST, Judgments § 14.04 (4th ed. 1995).

23 A properly docketed judgment lien gives the creditor priority over later-filed liens, such as mechan-
ics’ liens and other judgment liens. If the debtor later sells the real estate, the purchaser will buy it
subject to the judgment lien. Minn. Stat. § 507.34.

24 Minn. Stat. § 550.01; 22 DUNNELL MINN. DIGEST, Execution § 1.00(a) (4th ed. 1994).

25  Minn. Stat. § 550.04.

26 The Minnesota Rules of Civil Procedure state that the process to enforce a judgment for the payment
of money must be a writ of execution unless the court says otherwise. Minn. R. Civ. P. 69.

27  Minn. Stat. § 550.36. An appeal can also delay execution.

28  Minn. Stat. § 550.36.

29  Minn. Stat. § 550.051, subd. 1.

30  Minn. Stat. § 571.71. Garnishment is authorized even before the money judgment is issued if the
court so orders or the debtor fails to file an answer to the complaint.
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IV. Farmer-lender mediation must be offered before enforcement of a
judgment
If the debtor is eligible for farmer-lender mediation, the creditor must serve the debtor with a

mediation notice before the creditor takes action to enforce a money judgment.3! Mediation is
discussed in Chapter Seven.

V. Enforcing money judgments

There are four ways that a creditor can satisfy its claim under a money judgment: sheriff’s levy
and sale, garnishment, attorney summary execution, and, in rare cases, attachment.

A. Sheriff's levy and sale

A writ of execution typically directs the sheriff to satisfy the judgment by taking and selling the
debtor’s property.3? Technically, this is known as a “sheriff’s levy and sale.”3? The writ can also
order the sheriff to deliver the property to the creditor.3

1. The sheriff's levy

When the sheriff levies upon the debtor’s property, the sheriff has either actually taken
possession of the property or put the property under his or her control. In the time be-
tween a levy and sale, therefore, the debtor’s right to use or sell the property is taken
away. There are several important points to note about this process.

a. Exempt property may not be levied upon

Only some of the debtor’s property can be taken. The law sets aside some property
as exempt from seizure by the sheriff.3> Exemptions are discussed in more detail be-
low starting at page 145.

b. Sheriff may not use force to levy upon property

There are limits on the force the sheriff may use in executing the writ. Sheriffs may
not break into a home, for example, and may not enter the debtor’s home against
the debtor’s will.36

c. Personal property levied upon before real estate

The writ of execution directs the sheriff to satisfy the judgment out of the debtor’s
personal property first.3” If the sheriff cannot find enough nonexempt personal
property to satisfy the debt, the sheriff then levies upon the debtor’s real estate.

31  Minn. Stat. § 550.365.

32 Minn. Stat. § 550.08. If the debtor has property in more than one county, the court may issue a writ
of execution for each county. Minn. Stat. § 550.07.

33 Minn. Stat. § 550.135.

34  Minn. Stat. § 550.03.

35 Minn. Stat. § 550.04(2). Only attached property may be seized by the sheriff.

36  DUNNELL MINN. DIGEST, Execution § 3.04 (4th ed. 1994); Welsh v. Wilson, 24 N.W. 327 (Minn. 1885).

37 Minn. Stat. §§ 550.04 (1), 550.10.



Chapter Five

Unsecured Credit and Judgments 133

d. Procedures for levying upon specific types of property

The sheriff will have to follow different procedures depending on the type of prop-
erty being levied upon.

(1) Personal property

In a levy upon personal property, the sheriff usually actually takes the prop-
erty into possession.? If the property is too bulky to be moved easily, the
sheriff may levy upon the property but not actually move it.3° The levy ap-
plies all the same, whether or not the debtor continues to possess the prop-
erty.

(2) Real estate

Real estate is levied upon by the sheriff filing a certificate with the county re-
corder saying that he or she has made a levy upon the real estate.40

(3) Bank deposits

The sheriff may levy upon the debtor’s deposits in a bank or other financial
institution.#! This is done by sending the bank a writ of execution and an ex-
emption notice. If the funds are in the name of a natural person—and not a
business entity—important exemptions apply.*? The sheriff may not take
money from certain income sources—Social Security is one—and there are
limits as to how much the sheriff may take from the debtor’s earnings.*
These exemptions are discussed in detail later in this chapter at page 145.

Within two days after receiving the exemption notice, the bank must send the
debtor two copies of the exemption notice by U.S. mail.# If the debtor does
not return an exemption claim within 14 days after the exemption notice cop-
ies were mailed, the funds are subject to the levy and must be given to the
sheriff within 7 days after the 14-day period has run.#

If the debtor does claim an exemption and gives a copy of an exemption no-
tice to the bank and the creditor’s lawyer, the funds will be claimed as ex-
empt for the debtor.#¢ Within seven days after the date postmarked on the

38  Minn. Stat. § 550.12.

39  Minn. Stat. §§ 550.13, 336.9-501; Springfield Farmers Elevator Co. v. State Bank of Springfield, 360
N.W.2d 402 (Minn. Ct. App. 1985). The sheriff leaves a copy of the writ of execution and a notice ex-
plaining that the property is levied upon and files a notice of the levy at the office of the county re-
corder or the Secretary of State.

40  Minn. Stat. § 550.07.

41 Minn. Stat. §§ 550.143, 550.135, subd. 3.

42 Minn. Stat. § 550.143.

43  Minn. Stat. § 550.143, subd. 3.

44  Minn. Stat. § 550.143, subd. 4.

45  Minn. Stat. § 550.143, subd. 4.

46  Minn. Stat. § 550.143, subd. 4.
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envelope containing the debtor’s exemption claim, the creditor may object to
the exemption by mailing a written objection and the claimed exemption
form to the bank and to the debtor.#” After receiving the objection to exemp-
tion claim, the debtor has ten days to request a hearing.*s The district court
then decides the fate of the levied money.

(4) Earnings

The sheriff may levy upon the debtor’s earnings.*’ This process works very
much like a garnishment, discussed later in this chapter at page 136, except
that the debtor’s earnings are turned over to the sheriff and then to the credi-
tor. In general, when levying upon a debtor’s earnings the sheriff directs an
employer or someone else who owes the debtor money to give the money to
the sheriff. Earnings that may be taken by the sheriff include pay from an em-
ployer as well as payments to a farmer for the sale of agricultural products
such as milk or livestock.>0

(a) Notice

At least ten days before the sheriff serves the writ of execution on the
third party who has the debtor’s earnings, the debtor must receive an
execution exemption notice and a notice warning that the levy may
happen.>!

(b) Exemptions

There are strict limits on the earnings that the sheriff may levy upon.
Earnings exemptions are discussed starting at page 145. For exemp-
tions to work, however, they must be claimed by the debtor.

(c) The levy upon earnings

If the creditor does not receive an exemption statement from the
debtor within ten days after the debtor receives a notice of the earn-
ings levy, the creditor may tell the sheriff to serve the writ of execu-
tion on whomever is holding the debtor’s earnings.>? The creditor
must then send another notice to the debtor within the next five days,
along with a copy of all of the legal papers used to take the debtor’s
earnings.»

47
48
49
50
51

52
53

Minn. Stat. § 550.143, subds. 5-7.

Minn. Stat. § 550.143, subds. 7-8.

Minn. Stat. §§ 550.136, 550.135, subd. 3.

Minn. Stat. §§ 550.135, 550.136.

If the writ of execution has not been served on the person holding the debtor’s earnings within one
year after service of the exemption notice, the creditor must serve the debtor with another notice of
levy before levying upon the debtor’s earnings. Minn. Stat. § 550.136, subd. 7.

Minn. Stat. § 550.136, subd. 8.

Minn. Stat. § 550.136, subd. 11.
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The debtor’s earnings must be held by the third party through the last
payment day within 70 days after the service of the writ of execu-
tion.>* After the 70 days end, the money is given to the sheriff.5

It is illegal for an employer to penalize a debtor for a sheriff’s levy on
earnings.>

(5) Unharvested crops

The sheriff may levy upon unharvested crops, but the crops will not be sold
until they are fit to be harvested.>”

(6) If the property to be levied upon is collateral for another creditor

The sheriff is free to levy upon personal or real property that serves as collat-
eral for another of the debtor’s creditors.>® The creditor receiving the property
must pay the secured creditor out of the proceeds as set out in the security
agreement.>

e. Debtor may satisfy the judgment and have property returned

After the sheriff levies upon the debtor’s property, the debtor may still satisfy the
judgment by paying the debt. If this happens, the debtor has the right to have the
levied property returned in the same condition it was in at the time it was taken, ex-
cept for the usual wear and tear of removal and preservation.®

2. Sheriff's execution sale

The writ of execution will also typically direct the sheriff to sell the levied property.o!
The sheriff must first give notice of the sale directly to the debtor and to the public.¢?

For personal property, the sale notice must be posted in three obvious places in the
county for at least ten days before the sale.%® For real estate, the notice must be posted
and published in a legal paper for six weeks before the sale.®* A sheriff’s sale is a public
auction for cash.®® The sheriff must sell only the minimum amount of the property

54
55
56
57
58
59
60
61
62

63
64
65

Minn. Stat. § 550.136, subd. 12.

Minn. Stat. § 550.136, subds. 11-12.

Minn. Stat. § 550.136, subd. 13.

Minn. Stat. § 550.17; Gillit v. Truax, 8 N.W. 767 (Minn. 1881).

Minn. Stat. § 550.16.

Minn. Stat. § 550.16.

22 DUNNELL MINN. DIGEST, Execution § 3.00 (4th ed. 1994); Banker v. Caldwell, 3 Minn. 94 (1859).
Minn. Stat. § 550.04.

Minn. Stat. §§ 550.18, 550.19, 645.12. At or before the time of posting, the sheriff must serve a copy of
the sale notice on the debtor.

Minn. Stat. § 550.18(1).

Minn. Stat. § 550.18(2).

Minn. Stat. § 550.20.
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needed to satisfy the judgment.®® Real property that can be divided must be divided to
avoid an over-levy.®” Personal property must be sold in the sight of those at the sale.%

The proceeds from a sheriff’s sale must first be used to cover all reasonable expenses in-
volved in enforcing the order and holding the sale.®® The creditor’s debt is paid next,
along with interest.”0

B. Garnishment

Creditors sometimes use garnishment to recover debts. Garnishment forces a garnishee—a
bank, employer, or anyone else who owes money to the debtor or has the debtor’s money—to
hold the debtor’s money and then turn it over to the creditor.”" A creditor may garnish at any
time after entry of a money judgment.”?

Garnishee

In a garnishment, the garnishee is the third party who owes money to
the debtor or is holding the debtor’s money. Banks and the debtor’s em-
ployers are common garnishees.

Garnishment can affect bank accounts and wages; it can also affect other payments to farmers,
such as milk checks. Debtors can exempt some money from garnishment, and they also have
notice rights, although debtors sometimes learn about garnishments after the fact.

At some point in the garnishment, three things happen, although the order of these events may
vary: (1) the creditor sends a summons to garnishees telling them to hold the debtor’s money,
(2) the debtor receives an exemption notice and may claim exemptions, and (3) the creditor col-
lects the money from the garnishees.”

1. Garnishing earnings

Creditors may garnish the debtor’s earnings.” This is similar to the levy upon earnings
discussed earlier at page 134, but in a garnishment, the creditor rather than the sheriff
takes the earnings.

66  Minn. Stat. § 550.20.

67  Minn. Stat. § 550.20; Zetah v. Isaacs, 428 N.W.2d 96, 101 (Minn. Ct. App. 1988).

68  Minn. Stat. § 550.20.

69  Minn. Stat. § 550.051, subd. 1.

70  Minn. Stat. § 550.051.

71  Minn. Stat. § 571.71.

72 Minn. Stat. § 571.71(3).

73 Inall cases, the debtor must be served a notice of the garnishment summons and other papers
served on the garnishee, along with an exemption notice, within five days after service on the gar-
nishee. Minn. Stat. § 571.72, subds. 4, 8.

74  Minn. Stat. § 571.71.
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a. Steps in the process

(1) Notice to the debtor

At least ten days before the debtor’s wages are garnished, the creditor must
serve the debtor by mail with a garnishment notice and wage exemption
form.” The debtor can return the form and claim a wage exemption. If the
creditor does not receive an exemption claim within ten days after the gar-
nishment notice is served, the creditor may go ahead with the garnishment.”

Even if the creditor has gone ahead with the garnishment, the debtor does
not necessarily lose the right to claim an exemption. If a proper exemption
claim is made after the garnishment takes place, the debtor’s money will
eventually be returned to the debtor.”” The process for claiming exemptions is
explained in more detail below.

(2) Summons to the garnishee

The garnishment is triggered when the creditor sends a garnishment sum-
mons to the garnishee.

b. Defining earnings

For the purposes of garnishment, earnings include pay from a job as well as a pay-
ment for family farm production that is still held by a third party.”® This means that
milk checks and payment for the sale of livestock and other agricultural production
can be garnished as earnings.”

c. Limits on wage garnishment

Creditors can only garnish part of the debtor’s earnings.®° Two types of limits ap-
ply, both of which are tied to the debtor’s disposable earnings. Otherwise, the gar-
nishee is required to retain the debtor’s earnings equaling up to 110 percent of the
creditor’s claim.8!

(1) Defining disposable earnings

Disposable income is defined as the earnings that remain after legally re-
quired deductions—such as Social Security and federal and state income tax

75

76
77
78
79

80
81

Minn. Stat. §§ 571.924, 571.72, subd. 8. If more than one year has passed since a garnishment notice
was sent, a garnishment for the same debt requires another notice.

Minn. Stat. § 571.926.

Investors Sav. Bank v. Miller, 440 N.W.2d 168 (Minn. Ct. App. 1989).

Minn. Stat. §§ 571.921(a)(2), 500.24, subd. 2.

Minn. Stat. §§ 571.921(a)(2), 500.24, subd. 2. Earnings include money already paid or owed for the
sale of agricultural products, livestock, or milk when the farmer is a family farm, family farm corpo-
ration, or an authorized farm corporation.

Minn. Stat. § 571.922.

Minn. Stat. § 571.72, subd. 2(5).
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withholding—are taken out of the check.82

(2) Twenty-five percent of disposable earnings

The creditor may not garnish more than 25 percent of the debtor’s disposable
earnings.83 Once deposited in a bank, the remaining 75 percent of disposable
earnings remain exempt for 20 days.8

For example, if the debtor’s disposable income is $500 a week, the most that
could be garnished from that week’s income—according to the 25 percent
limitation—is $125.

(3) Creditors must leave a minimum of disposable earnings

Creditors must also leave a minimum amount of disposable earnings in each
check.® This amount is based on the federal minimum wage. At present, the
minimum disposable earnings that must be left in a check each week after
garnishment is $206 ($5.15 x 40 = $206).8¢ If the federal minimum wage
changes, so will this minimum.8” Once deposited in a bank, the exempt earn-
ings remain exempt for 20 days.88

For example, if the debtor’s disposable income is $250 per week, the most
that could be garnished from that week’s pay—according to this limita-
tion—is $44.

(4) How these limits work together

Creditors must apply the garnishment limit that leaves the debtor with the
most earnings left over.8

d. Wage exemptions — some earnings cannot be garnished

Some earnings are completely exempt from garnishment.” These include: (1) Social
Security benefits; (2) unemployment insurance; (3) veteran’s benefits; (4) accident,
disability, or retirement pensions or annuities; (5) life insurance proceeds; (6) earn-
ings of a minor child; and (7) social welfare relief based on need, such as Minnesota
Family Investment Program (MFIP) and Supplemental Security Income (SSI). These
funds remain exempt even after they have been deposited in a bank or other finan-

82
83
84
85
86

87
88
89
90

Minn. Stat. § 571.921(b).

Minn. Stat. § 571.922(1).

Minn. Stat. § 550.37, subd. 13.

Minn. Stat. § 571.922(2).

The minimum amount of disposable earnings that a debtor must have free from garnishment per
week is 40 times the federal minimum hourly wage. When the pay period is more than a whole
number of weeks, each day is counted as a fraction of a week. At present, the federal minimum
wage is $5.15 per hour. 29 U.S.C. § 206(a)(1).

Minn. Stat. § 571.922(2).

Minn. Stat. § 550.37, subd. 13.

Minn. Stat. § 571.922. Different rules apply if the garnishment is for unpaid child support.
Minn. Stat. §§ 571.72, subd. 8, 550.37.
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cial institution.”! In tracing these funds, the first-in, first-out accounting method is

used.

First-in, first-out accounting

In tracing exempt funds that have been deposited in a bank account,
the law applies what is known as a “first-in, first-out” method of ac-
counting.

Suppose, for example, a debtor who had $500 in nonexempt money in
an account deposited $1,000 of exempt income in the same account and
later deposited $2,000 more in nonexempt money. The total balance is
then $3,500, and the total exempt balance is $1,000.

If the debtor then spends $800 of the money in the account, the total
balance would be $2,700, and the exempt balance would be $700.

The first-in, first-out accounting method assumes that the $800 spent
first took the $500 nonexempt money, because it was deposited first,
and then used $300 of the $1,000 of the exempt balance, because it was
deposited second.

e. Seventy days of earnings can be garnished

Garnishment of earnings continues for each payday that falls within 70 days after
the garnishment summons was served on the garnishee.”?

f. If earnings already serve as collateral for a secured creditor

If the debtor’s earnings already serve as collateral for a secured creditor, the se-
cured creditor has priority over the garnishment creditor in the earnings. This
means that if a debtor has $1,000 in nonexempt earnings and a secured creditor has
a claim of $800 on those earnings, the garnishment creditor could claim no more
than $200.

g. Employers may not retaliate

An employer may not fire or discipline an employee as a result of a garnishment.?*
If this happens, the employee may bring a legal action against the employer within

91  Minn. Stat. §§ 571.913, 550.37, subd. 13.

92  Minn. Stat. § 571.73, subd. 3(1).

93  Minn. Stat. § 571.81, subd. 2. This applies to all garnished assets, earnings, property, etc. A debtor’s
assignment of a security interest in property within ten days before a garnishment is invalid. Minn.
Stat. § 571.81, subd. 2.

94  Minn. Stat. § 571.927.
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the next 90 days.? If an employer is found to have violated this law, a court may or-
der the reinstatement of the employee and other necessary relief.%

2. Garnishing money in a bank account

Money deposited at a bank or other financial institution may be garnished.?”
a. Bank receives a summons and retains the debtor’s money
To garnish money in a bank account, the creditor must first send legal papers, in-
cluding a summons, to the bank.? The bank must retain up to 110 percent of the
creditor’s claim against the debtor.” The debtor cannot withdraw this money, and
checks written on the account may bounce.
b. Bank notifies debtor
Within two business days after the bank receives the garnishment summons, it
must notify the debtor of the garnishment by first class mail.'® This notice must in-
clude an exemption form and explain that the bank is holding the debtor’s money.
c. Exemptions
Debtors should read the exemption notice carefully. Claiming exemptions ex-
plained in the notice may result in at least some of the held money being released to
the debtor.191 Exemptions from bank account garnishment include money that
would have been exempt from garnishment as earnings, such as Social Security
benefits, unemployment insurance, workers” compensation, veteran’s benefits, life
insurance proceeds, and the earnings of a child.!02
d. Claiming an exemption
To claim an exemption, the debtor must fill out, sign, and mail or deliver the ex-
emption form to both the bank and the creditor’s lawyer.1% If the debtor returns
the exemption form within 14 days of the date the bank sent the notice, the bank
should still be holding the money.1%4 If the exemption form is returned after
14 days, the bank may have released the money to the creditor.1% The debtor can
still get the money back, but it will take longer.1% If the creditor does not challenge

95  Minn. Stat. § 571.927, subd. 2.

96 Minn. Stat. § 571.927, subd. 2.

97  Minn. Stat. § 571.91.

98  Minn. Stat. §§ 571.911, 571.912.

99  Minn. Stat. §§ 571.911, 571.912.

100 Minn. Stat. § 571.913.

101 Minn. Stat. §§ 571.912, 571.913.

102 Minn. Stat. § 571.912.

103 Minn. Stat. §§ 571.912, 571.913.

104 Minn. Stat. §§ 571.912, 571.913.

105 Minn. Stat. § 571.913.

106  Investors Sav. Bank v. Miller, 440 N.W.2d 168 (Minn. Ct. App. 1989).
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the exemption, seven days after the bank receives the exemption claim, the bank
should release the money to the debtor.10

e. Creditors can challenge the exemption

A creditor may challenge the debtor’s exemption claim.1%8 If the creditor does so,
the bank will not release the money the debtor claimed as exempt until a court rules
on the issue.!® The objection to the exemption must be sent to the debtor.110 It
should include a form that the debtor may use to request a hearing to defend the
exemption.!1!

f. Courts must help the debtor defend the exemption

If the creditor challenges the exemption, the debtor must defend the exemption.112
If the debtor does not, the exemption is lost. Within 10 days after the creditor’s ob-
jection to the exemption is given to the debtor, or within 13 days after the objection
was mailed to the debtor, the debtor must file with the court the request for hearing
form that was included in the creditor’s challenge to the exemption.!® The court
will send a copy of the hearing request to the bank.!4 If it is possible that the bank
might not receive the request mailed by the court within the required time period,
it is recommended that the debtor personally deliver a copy of the hearing request
to the bank to ensure that the bank continues to hold the funds and does not turn
them over to the creditor.!’> Court employees must give help with writing and fil-
ing these papers to anyone who does not have a lawyer.11¢

g. Court then decides

If the debtor files the hearing request on time, the court will conduct a hearing
within five business days to decide whether or not the exemption is valid.!” The
bank will hold the debtor’s money until the court makes a decision.!!8

3. Garnishing other personal property

Although not usually used for this purpose, garnishment may be used by the creditor
to get third parties to turn over to the creditor other property owned by the debtor.11?
All nonexempt personal property may be taken this way. The debtor must receive an
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Minn. Stat. §§ 571.914, 571.915.
Minn. Stat. §§ 571.914, 571.912.
Minn. Stat. § 571.914, subd. 4.
Minn. Stat. § 571.914, subd. 1.
Minn. Stat. § 571.914, subd. 3.
Minn. Stat. § 571.914, subd. 2.
Minn. Stat. § 571.914, subd. 3.
Minn. Stat. § 571.914, subd. 2.
Minn. Stat. § 571.914, subd. 2.
Minn. Stat. § 571.914, subds. 1, 2.
Minn. Stat. § 571.914.

Minn. Stat. § 571.915.

Minn. Stat. §§ 185, 571.73, subd. 3(3).
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exemption notice and a copy of the garnishment summons and notice.'?0 The exemp-
tions for this garnishment include the same basic exemptions discussed later at page 145
for judgment liens, such as a homestead, a motor vehicle, and farm machinery.12! A
court may order the garnishee to give the property to the creditor.12

4. Prejudgment garnishments

In very limited circumstances, the law allows a creditor to get a garnishment even before
the court issues a money judgment. In such a case, which is known as a prejudgment
garnishment, the debtor has no chance to argue his or her case in a hearing.1?3 Prejudg-
ment garnishments should be very rare and are likely to happen only when the creditor
can show the court that the debtor is likely to take actions that will somehow defraud
the creditor and unfairly prevent the creditor from collecting under the normal proce-
dures.!?* This might include, for example, proof that the debtor has tried to remove or
hide property that could be taken by the creditor in a garnishment.

C. Summary executions

A summary execution of a money judgment may be issued to the creditor’s lawyer instead of to
the sheriff.1?> In practice, a summary execution is similar to a garnishment.

1. $10,000 limit

Summary executions are limited to $10,000 per execution.126

2. Targets earnings and bank deposits — not other property

In a summary execution, the creditor’s lawyer gets a writ of execution from the court
and sends it to the party who has the debtor’s money—most often a bank, although it
can be an employer or anyone else who holds the debtor’s earnings and deposits.!?” The
money is then given directly to the creditor.!? The creditor’s lawyer may therefore col-
lect both the debtor’s nonexempt earnings—including earnings from selling agricultural
products such as milk—and the debtor’s money in a bank or other financial institution.
The lawyer may not use the summary execution to seek other types of personal prop-
erty, such as equipment or livestock.1??
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Minn. Stat. §§ 571.72, subd. 4, 571.74.

Minn. Stat. §§ 571.73, subd. 3, 550.37, 571.922, 571.72, subd. 8. These exemptions follow the exemp-
tions listed in Minn. Stat. § 550.37.

Minn. Stat. § 571.84.

Minn. Stat. §§ 571.71(2), 571.93, 571.931, 571.932; Picht v. Jon R. Hawks, Ltd., 236 F.3d 446 (8th Cir.
2001).

Minn. Stat. § 571.93, subd. 1; Ertle v. Press, No. 3-95-90 at n.1 (D. Minn. May 3, 1995) (unpublished).
Minn. Stat. ch. 551.

Minn. Stat. § 551.01.

Minn. Stat. §§ 551.04, 551.041.

Minn. Stat. § 551.04.

Minn. Stat. § 551.04, subd. 3.
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3. Exemptions apply

The summary execution process is limited by the same debtor exemptions that apply to
garnishment, and it is controlled by the same notice requirements as well.13

D. Attachment

In an attachment, a creditor who has started a lawsuit seeking a judgment against a debtor may
get a court order to seize—technically known as “attach”—the debtor’s property.13! Attachment
is different from most other creditor actions because it happens before the creditor wins any
judgment. In other words, it allows the creditor to take the debtor’s property before the court
decides for certain that the debtor owes the alleged debt to the creditor. Attachment would
likely be used only very rarely against a family farmer. Courts should only allow it if the debtor
has acted fraudulently, or if the court is convinced that the debtor is about to remove or sell
nonexempt property with the intention of defrauding the creditor.3 If the court grants the
creditor the right to an attachment, nonexempt personal property, wages, and nonexempt real
estate may be taken.13® Attachment may also trigger farmer-lender mediation.'3* Chapter Seven
discusses mediation.

V1. Discovering assets

Sheriffs usually do not engage in detailed investigative work to find a debtor’s property. In-
stead, the creditor or the creditor’s lawyer is expected to tell the sheriff where to find the prop-
erty. If the sheriff is not able to find the debtor’s property and returns the writ of execution, the
power of the writ ends and a new one must be issued to try again.!3> This process may be re-
peated for as long as the judgment is in effect.

If a creditor is having a hard time finding the debtor’s assets, the creditor may use several legal
tools against the debtor.!3 For example, the creditor may demand a deposition, which requires
the debtor to answer questions under oath about his or her assets.!3” Other people who might
know where to find the debtor’s assets may be subject to deposition as well.13 The creditor can
also force the debtor to produce documents and other material about the debtor’s assets.!® This
might include, for example, records, tax returns, or canceled checks.!% If the sheriff returns an
execution without full repayment, the creditor may also ask the judge to bring the debtor to
court to answer questions under oath about the debtor’s assets.!*! The debtor may also be forced

130 Minn. Stat. §§ 551.04, 551.041.
131 Minn. Stat. § 570.02.

132 Minn. Stat. §§ 570.02, 570.025.
133  Minn. Stat. §§ 570.026, 570.051.
134 Minn. Stat. § 583.26, subd. 5(a).
135 Minn. Stat. § 550.051.

136 Minn. R. Civ. P. 69.

137  Minn. R. Civ. P. 30.

138  Minn. R. Civ. P. 30.01.

139  Minn. R. Civ. P. 34.

140 Minn. R. Civ. P. 34.

141 Minn. Stat. §§ 571.01, 575.02, 575.04.
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to answer written questions under oath, known as interrogatories.!2 Debtors who do not coop-
erate can be sanctioned or fined and eventually subject to contempt of court and arrest.143

VII. Satisfied judgments

If the debtor’s property is sold and the creditor is paid in full, the judgment is satisfied. If the
judgment is paid or otherwise satisfied, the creditor must give the debtor a certificate of satisfac-
tion within 10 days after the satisfaction or within 30 days of payment by check.144

VIIL. Right of redemption

A right of redemption means that the debtor has the right to repurchase some types of property
sold at a sheriff’s sale.1> Only real property may be redeemed from a sheriff’s execution sale.140
Personal property may not be redeemed. The right of redemption lasts for one year.¥” The
debtor redeems property by paying the purchaser from the sheriff’s sale the amount paid for
the property plus interest.!#s If the purchaser was a creditor, the redeeming debtor must pay the
purchase price plus the amount of the creditor’s lien with interest.# In addition, the debtor
must show documentation of his or her interest in the property and an affidavit stating the
amount owed.!%0

These redemption documents must then be filed with the county recorder or registrar of titles
within 24 hours after the debtor hands over the redemption payment.!>! If the debtor redeems,
he or she should receive a certificate of redemption from the person the debtor paid.!52 The
certificate of redemption is proof of the repurchase of the property, and it must be recorded
with the county recorder or registrar of titles within four days after the right of redemption
expires.'>3 If the debtor fails to record the certificate of redemption, the redemption may be

142 Minn. R. Civ. P. 33.

143 Minn. Stat. § 575.03; Minn. R. Civ. P. 37.

144 Minn. Stat. § 548.15; Wall v. Fairview Hosp. & Healthcare Servs., 584 N.W.2d 395 (Minn. 1998).

145 Minn. Stat. §§ 550.4 to 550.27; Sardeson v. Menage, 43 N.W. 66 (Minn. 1889).

146 Minn. Stat. § 550.24.

147 Minn. Stat. § 550.24(b).

148 Minn. Stat. § 550.24(b). The money may be paid to the person who purchased the property, the sher-
iff, or the court administrator of the district court for the county in which the property is located.
Minn. Stat. § 550.24(b).The interest rate on judgments is set each year by the state court administra-
tor. Minn. Stat. § 549.09, subds. 1, 2. The rate is determined by the one-year constant maturity trea-
sury yield for the most recent calendar month as reported by the Federal Reserve. If this yield is less
than 4 percent, then 4 percent will be considered the annual interest rate for the next calendar year.
Minn. Stat. § 549.09, subd. 1(c).

149 Minn. Stat. § 550.24(b).

150 Minn. Stat. §§ 550.27, 580.25.

151 Minn. Stat. §§ 550.26, 580.25.

152  Minn. Stat. § 550.27.

153 Minn. Stat. §§ 550.27, 580.26. If the debtor is not redeeming as the owner or the representative, heir,
or designee of the owner, the debtor must file the certificate of redemption within four days after re-
deeming.
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voided by any person that later attempts to redeem the same property.1>

IX. Exemptions under Minnesota law

Debtors never lose all of their property to unsecured creditors. Minnesota law sets out a number
of exemptions that protect certain property from seizure by creditors.!>> All of the methods of
taking the debtor’s property are limited by these exemptions.’>¢ Exemptions must, however, be
claimed by the debtor.’®” Debtors should never assume that the exempt property is automati-
cally protected. Any time a debtor receives an exemption notice, it is important to read the no-
tice carefully and follow the directions in it. In general, courts should liberally interpret the
exemptions to favor the debtor.158

Three types of exemptions apply: the homestead exemption, the wage exemption, and general
statutory exemptions.

A. Exemptions do not apply to property given as collateral

Debtors sometimes offer exempt property as collateral to a creditor. When this happens, the
creditor may enforce this debt without regard for exemptions.1>

B. Homestead exemption

In general, creditor judgments cannot be used to take the debtor’s homestead.!®® This includes a
house owned and occupied by the debtor as a dwelling place, together with the land where it is
located.!®! For most family farmers, incorporation of the farming business should not affect the
right to the use of a homestead exemption.!6?

1. Homestead exemptions are confusing

The law concerning homestead exemptions can be especially confusing. This is true for
several reasons.

154 Minn. Stat. § 580.26.

155 Minn. Const. Art. I, § 12. For a general discussion of Minnesota and North Dakota debtor exemp-
tions, see Lowell P. Bottrell, Comfortable Beds, a Church Pew, a Cemetery Lot, One Hog, One Pig, One
Sheep, One Cow, a Yolk of Oxen or a Horse, and Your Notary Seal: Some Thoughts About Exemptions, 72
N. DAK. L. REV. 83 (1996) and Kip M. Kaler, Exemptions and Some Necessary Pigeon Holes, 72 N. DAK.
L. REV. 651 (1996).

156 Minn. Stat. §§ 510.01, 510.05, 550.04, 550.143, 550.37, subd. 1.

157 Minn. Stat. §§ 550.04, 550.143, 550.37, subd. 17, 571.912, 571.913.

158 22 DUNNELL MINN. DIGEST, Exemptions § 1.00 (4th ed. 1994).

159  Moyer v. International State Bank, 404 N.W.2d 274 (Minn. 1987); McPherson v. University Motors, Inc.,
193 N.W.2d 616 (Minn. 1972); 22 DUNNELL MINN. DIGEST § 1.00 (4th ed. 1994).

160 Minn. Stat. § 510.01.

161 Minn. Stat. §§ 510.01, 510.02, 510.05.

162 Cargill, Inc. v. Hedge, 375 N.W.2d 477 (Minn. 1985); State Bank v. Euerle Farms, Inc., 441 N.W.2d 121
(Minn. Ct. App. 1989).
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a. Homestead exemptions used for two purposes

Homestead exemptions can be used for two different purposes: either to prevent
the sale of the homestead or, if the real estate upon which a homestead is located is
to be sold by the sheriff, to make sure that the homestead is sold separately from
the rest of the property so that later the homestead may be redeemed separately by
the debtor.

(1) Preventing the sheriff from selling the homestead

If properly claimed, the homestead exemption can be used to make sure that
creditors never force the sheriff to execute on the debtor’s homestead.'63 Used
in this way, therefore, a part of the debtor’s home property cannot be taken.

(2) Separate sale and redemption rights

If the sheriff does execute on real estate that contains a homestead and is pre-
paring to sell the real estate at an auction, the debtor still has a homestead ex-
emption.1%* This exemption allows the debtor to designate that the homestead
part of the property be sold separately at the auction—which will allow the
debtor to redeem that property separately.165

b. Different definitions and rules are used for each purpose

These dual purposes of the homestead exemption are confusing. In addition, the
two purposes of homestead rights are found in different parts of the statutes, have
different definitions of a homestead, and seem to require different steps to claim the
homestead right.166

¢. Homestead exemption law changed

Minnesota’s homestead exemption law changed in 1993.1¢7 Courts have defined
only pieces of how these changes apply. Some of the gray areas that can be impor-
tant to farmers are noted below.

d. Farmers using the homestead exemption should be careful

The following sections explain some of the more confusing parts of the law. While
courts have untangled some of this confusion, debtors need to be very careful in ex-
ercising their homestead exemption.

2. Defining the homestead — requirements that always apply

The following must always be true for the debtor to claim a homestead exemption for
any purpose.

163
164
165
166
167

Minn. Stat. §§ 510.01, 510.07.

Minn. Stat. § 550.175.

Minn. Stat. § 550.175, subds. 3, 4.

Minn. Stat. §§ 510.08, 510.09, 550.175, subds. 3, 4.
1993 Minn. Laws ch. 79.
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a. Debtor must live there

For the property to qualify as a homestead, the debtor must live there.1¢8 If the
debtor abandons the homestead, therefore, the exemption can be lost for that real
estate.

If the debtor does not live at the homestead for more than six consecutive months,
to protect the homestead exemption, the debtor must file with the county recorder a
notice that is executed, witnessed, and acknowledged in the same way as a real es-
tate deed; describes the real estate; and claims the real estate as the debtor’s home-
stead.169

b. Value of no more than $500,000 — if used for agriculture

The value of a homestead used primarily for agricultural purposes may not be
more than $500,000.170 Otherwise, the value of a homestead may not be more than
$200,000.77! This book assumes that the homestead is used primarily for agricultural
purposes.172

This dollar limit was established in August 1993.173 As of the time this book was
written, several questions remained about how it will operate.

(1) Value is equity value

If the land is agricultural, the homestead property may not have a value of
more than $500,000.17# Although the statute does not say so directly, the Min-
nesota Court of Appeals has ruled that the value cap is based on the debtor’s
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Denzer v. Prendergast, 126 N.W.2d 440, 442-43 (Minn. 1964). “In Denzer, the debtor . . . owned a resid-
ual interest in a family farm that was subject to his mother’s life estate. Though this future interest
did not entitle him to possession or occupancy while the life tenant was alive, the debtor in fact
lived with his mother. The Court concluded that an oral agreement between the debtor and his
mother provided a sufficient right of occupancy . . . focusing . . . on "whether the ownership and oc-
cupancy affords a community connection of such significance as to give reason to believe that the
preservation of that connection will in the long run make the debtor and his family better able to
fulfill their social obligation to be self-sustaining.” 126 N.W.2d at 444.” Peoples’ State Bank v. Stenzel
(In re Stenzel), 301 F.3d 945, 948 (8th Cir. 2002).

Minn. Stat. § 510.07; In re Kasden, 84 F.3d 1104 (8th Cir. 1996); Muscala v. Wirtjes, 310 N.W.2d 696
(Minn. 1981). If the debtor does not live in the homestead for five years after filing a notice claiming
the real estate as his or her homestead, the exemption is lost.

Minn. Stat. §§ 510.01, 510.02; In re Becker, 215 B.R. 585 (B.A.P. 8th Cir. 1998).

Kipp v. Sweno, 629 N.W.2d 468 (Minn. Ct. App. 2001), review denied (Minn. Aug. 22, 2001); In re
Kyllonen, 264 B.R. 17 (Bankr. D. Minn. 2001).

The test for whether property is urban or rural is set out in In re Becker, 215 B.R. 585, 587 (8th Cir.
B.A.P. 8th Cir. 1998) (citing National Bank v. Banholzer, 71 N.W. 919 (Minn. 1897)).

1993 Minn. Laws ch. 79.

Minn. Stat. § 510.02.
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equity in the homestead, not the homestead’s fair market value.'”> For exam-
ple, if the homestead’s fair market value is $550,000 but the farmer has a
mortgage debt on the homestead of $100,000, the farmer’s equity is $450,000
and the whole homestead would be exempt.

(2) Will the $500,000 limitation be retroactive?

The $500,000 limitation took effect on August 1, 1993.17¢ It is not clear
whether it applies to older debts and judgments. If the statute is not applied
retroactively, debts incurred before then may not be subject to a dollar limit.
In theory, a court analyzing the homestead exemption could apply the law
that was in place at the time the debt was incurred, at the time the creditor
got the judgment, or at the time the creditor tries to execute on the home-
stead.1””

(3) Farmers with high-value homesteads should investigate

Farmers subject to a judgment and facing the possibility that their homestead
property has a value of over $500,000 should consult with an attorney to find
out whether and how the courts have resolved these issues.

¢. Proceeds and insurance included

If the debtor sells a homestead, the proceeds are exempt from creditors for one
year.178 This gives the debtor time to reinvest the proceeds in another homestead.
Similarly, the proceeds from an insurance claim for the homestead are exempt for
one year.!”?
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In Baumann v. Chaska Bldg. Ctr., Inc., 621 N.W.2d 795, 799 (Minn. Ct. App. 2001), the Minnesota
Court of Appeals concluded that “the phrase ‘value of the homestead exemption” used in section
510.02 refers to the value of the debtor’s equity in the property.” A federal bankruptcy decision lim-
ited collection against a homestead to a non-farm debtor’s equity above $200,000. I re Bame, 271
B.R. 354 (Bankr. D. Minn. 2001). Other references to the value of the property can be found at Minn.
Stat. §§ 510.01, 550.175, subds. 3, 4(d).

1993 Minn. Laws ch. 79.

A statute should not be applied retroactively unless “clearly and manifestly so intended by the leg-
islature.” Minn. Stat. § 645.21. Several cases concerning changes to homestead exemption laws have
applied changes retroactively. Inn re Johnson, 69 B.R. 988 (Bankr. D. Minn. 1987); In re Sticha, 60 B.R.
717 (Bankr. D. Minn. 1986); In re Schuette, 58 B.R. 417 (Bankr. D. Minn. 1986). The homestead exemp-
tion, however, is designed to “secur[e] the home against the uncertainties and misfortunes of life
even at the sacrifice of just demands” and should be construed liberally in favor of the debtor. In re
Haggerty, 448 N.W.2d 363, 367 (Minn. 1989); In re Joy, 5 B.R. 681, 683 (Bankr. D. Minn. 1980).

Minn. Stat. § 510.07. If the sale is through a contract for deed, however, the exemption on proceeds
only applies to the payments the debtor got in the first year. In re Ehrich, 110 B.R. 424 (Bankr. D.
Minn. 1990).

Minn. Stat. § 510.07.
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d. Rent and receipts

Rent and all other income taken from a homestead are exempt from creditor ac-
tion.180 Crops growing on the homestead may be exempt, although the proceeds
from the sale of the crops may not be.18! If part of the homestead is used for com-
mercial purposes, that part of the property is still exempt.182 In addition, a certain
amount of standing crops can be exempt under the general exemptions described
below at page 153.183

3. No larger than 160 acres — sometimes a requirement

There may be a size limitation on a homestead exemption—depending on the type of
homestead exemption claimed. If the debtor wants to make sure the homestead is not
sold at the sheriff’s sale, a rural homestead may be no more than 160 acres.18 If the
debtor wants to use the homestead designation to force the sheriff to sell the homestead
separately, there is no acreage limit on the homestead.!8>

4. Claiming the homestead exemption

The law sets up a step-by-step process for the creditor and the courts to follow if the
creditor wants to execute on property that includes a homestead. As with the definition
of a homestead, the process of claiming a homestead exemption can be confusing.

a. Creditor must send notice

Before executing on the real estate, the creditor must send the debtor a notice set-
ting out how the debtor can go about designating part of the property as a home-
stead.18 The notice must explain that if the debtor properly claims the homestead
by sending notice to the creditor, the sheriff, and the county recorder, the desig-
nated homestead will be sold separately from the rest of the property and may be
redeemed separately.'®” This means that after the sheriff’s sale, the farmer has the
right to buy back the separated homestead from the highest bidder.

b. The notice is misleading

The notice language set out in the statute says that the land designated as a home-
stead “may include any amount of property.”18 Technically, this is correct. A
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Wilson v. First Nat'l Bank of Mankato, 69 N.W.2d 69 (Minn. 1953).

In re Friedrich, 199 F. 13 (D. Minn. 1912); Wilson v. First Nat'l Bank of Mankato, 60 N.W.2d 69 (Minn.
1953); Sparrow v. Pond, 52 N.W. 36 (Minn. 1892); 22 DUNNELL MINN. DIGEST, Exemptions § 1.02(d)
(4th ed. 1994).

O’Brien v. Johnson, 148 N.W.2d 357 (Minn. 1967).

Minn. Stat. § 550.37, subds. 4a(a), 5; In re Flitter, 181 B.R. 938 (Bankr. D. Minn. 1995). For this exemp-
tion to apply, the debtor must be principally engaged in farming. In re Zimmel, 185 B.R. 786 (Bankr.
D. Minn. 1995).

Minn. Stat. § 510.02; In re Estate of Riggle, 654 N.W.2d 710 (Minn. 2002).

Minn. Stat. § 550.175, subd. 3.

Minn. Stat. § 550.175, subd. 1.

Minn. Stat. § 550.175, subds. 1, 2.

Minn. Stat. § 550.175, subds. 2, 3.
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debtor may claim any acreage for a homestead. The notice is misleading, however,
because it does not explain that if the debtor designates too much acreage as a
homestead, the debtor loses the chance to prevent the sheriff from auctioning the
homestead.

c. A proper homestead designation can keep the sheriff from selling it

If the debtor claims a homestead that is larger than the size allowed for a home-
stead, the sheriff may execute on the whole property.!8? The debtor can then deliver
to the sheriff a homestead designation.!”0 If this is done properly, the land identified
in the homestead designation should no longer be subject to the levy.11

d. Small homestead properties should not be subject to execution at all

The law is clear that a valid homestead is generally exempt from seizure or sale.192
The statutes also suggest that unless the debtor’s homestead property is too large or
not set apart as a homestead, there should be no levy against it.1%

e. Designating a homestead

In general, debtors must officially designate the homestead they want to claim by
serving a copy of the homestead designation on the executing creditor, the sheriff,
and the county recorder ten business days before the sale is scheduled.!**

(1) Debtor must estimate the value of the property

As of August 1, 1993, the law makes the debtor include along with the legal
description of the homestead property an estimate of the value of the prop-
erty.1% It is unclear whether the debtor should estimate the value of all of the
land or only the homestead. The law probably requires that the debtor esti-
mate the value of the homestead only.1% The statute also does not explain
whether the value listed should be the property’s fair market value or the
equity value. As noted above, a Minnesota court has held that the homestead
exemption limit is calculated as equity value.’”

(2) Designation cannot unreasonably affect the value of the rest of the
property and must be contiguous

The homestead designation must be compact, must include the home, and
must not unreasonably affect the value of the nonexempt part of the
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Minn. Stat. § 550.175, subd. 4.

Minn. Stat. § 510.08(a).

Minn. Stat. § 510.08(a).

Minn. Stat. §§ 510.01, 510,05, 510.08(a).

Minn. Stat. §§ 510.01, 510.08(a).

Minn. Stat. §8§ 550.175, subd. 3, 510.02.

Minn. Stat. § 550.175, subd. 3.

Minn. Stat. § 550.175, subd. 3.

Baumann v. Chaska Bldg. Ctr., Inc., 621 N.W.2d 795 (Minn. Ct. App. 2001).
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property.1% The homestead exemption does not protect land that is noncon-
tiguous with the land on which the home is located.’® Noncontiguous means
that the parcel with the home and another parcel do not touch or join at some
point.200

(3) Designation cannot cause significant injury to the creditor

In addition, the homestead designation may not cause significant injury to
the creditor.2! This could be a limitation for some debtors. For example, sup-
pose that the whole property includes 165 acres. Once the homestead is taken
out, the property available to the creditor may only be five acres. If the re-
maining five acres are relatively valueless, the creditor might try to challenge
the homestead designation.202

f. Deadlines for designation

An especially confusing part of the law concerning a homestead is deadlines. They
are mentioned in two different statutory sections that say two different things.

(1) Ten business days before the sale

The redemption notice set out in the statute discusses the debtor’s right to
have the homestead auctioned and redeemed separately.?0> That notice says
that the debtor must give a copy of the homestead designation to the creditor,
the sheriff, and the county recorder at least ten business days before the
sale.204

(2) Twenty days after the notice of the levy

Another part of the statute says that if the homestead designation is not made
within 20 days after the debtor gets notice of the levy, the sheriff will have
the land surveyed and set apart the homestead.?0> This part of the statute
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Minn. Stat. § 550.175, subd. 3.

Michels v. Kozitza, 610 N.W.2d 368 (Minn. Ct. App. 2000); Peoples” State Bank v. Stenzel (In re Stenzel),
301 F.3d 945 (8th Cir. 2002); In re Kyllonen, 264 B.R. 17 (Bankr. D. Minn. 2001). In Michels, the
farmer-debtor and his brother co-owned a 40-acre parcel of land which they partitioned. The
farmer-debtor received 20 acres that were not contiguous with the parcel that included the
farmer-debtor’s home. Because the court found the language of Minn. Stat. § 510.01 clear that prop-
erty must be contiguous, the court held that the homestead exemption did not apply.

In Brixius v. Reimringer, 112 N.W. 273, 273 (Minn. 1907), the Minnesota Supreme Court held that ex-
empt land may “consist of two or more separate descriptions, or tracts, of land, provided the same
are so situated that they may be occupied and cultivated as one body of land.”

Minn. Stat. § 550.175, subd. 4(d).

Title Ins. Co. v. Agora Lease, Inc., 320 N.W. 2d 884 (Minn. 1982), reached a different conclusion under
the prior law.

Minn. Stat. § 550.175.

Minn. Stat. § 550.175, subds. 2, 3.

Minn. Stat. § 510.09. The sheriff may also designate the homestead if the creditor objects to the
debtor’s designation. The debtor may set the starting point for the sheriff’s designation. The cost of
the sheriff’s survey is added to the debt and paid out of the proceeds of the sale.
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seems to suggest, therefore, that if the debtor fails to designate a homestead
within 20 days, the sheriff will designate one, and the homestead will still not
be sold at the sheriff’s sale.

g. Creditor can object to designation

The creditor can object to either the homestead designation itself or the estimated
value of the homestead.206

The sheriff will not sell the homestead separately if the creditor challenges the
debtor’s right to a homestead designation in general, objects to the property desig-
nated, or claims that the value of the homestead property is more than $500,000.207
Although the statute does not say so directly, the creditor probably cannot force the
sale of the whole property unless the court approves.

If the creditor objects to the fair market value estimate, the court must look at any
appraisals submitted by the debtor and creditor and may also order an independ-
ent appraisal.208

h. The court’s response

If the creditor objects to the debtor’s homestead designation, the court has two op-
tions; the law is not clear about which action the court should take.

(1) The court can change the designation

If the creditor objects to the homestead designation, the court can have the
property surveyed and appraised, designate the homestead, and determine
its value.2” If this happens when the court makes the new designation, it
must try to match the debtor’s request as closely as possible while still meet-
ing other legal requirements for a homestead.210

(2) The court can order the whole property sold together

The court will most likely order the whole property sold together if the court
decides that either: (1) the value of the designated homestead is greater than
$500,000, or (2) the property cannot be divided without material injury to the
creditor.2!1
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Minn. Stat. § 550.175, subd. 4(b).

Minn. Stat. § 550.175, subd. 4(a). The sheriff likely needs to get the court’s approval under Minn.
Stat. § 550.175, subd. 4(b).

Minn. Stat. § 550.175, subd. 4(c).

Minn. Stat. § 550.175, subd. 4(b), (f). The debtor may be charged for the costs of the survey and ap-
praisal if the homestead was not properly designated.

Minn. Stat. § 550.175, subd. 4(b).

Minn. Stat. §§ 550.175, subd. 4(d), 510.08(b).
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i. If the whole property is sold together by the sheriff

If the whole property is sold together, the sale proceeds up to $500,000 go to the
debtor.?!2 Bids should not be accepted by the sheriff unless they are over the
$500,000 homestead amount.

5. Reminder — no homestead exemption for mortgaged property and certain
liens

No homestead exemption is possible for mechanics’ liens, tax liens, or mortgages on the
homestead.213

C. Earnings exemptions

All earnings not subject to garnishment are exempt.?!4 This exemption may not be waived by
the debtor.215 As discussed earlier at page 134, exempt wages that are deposited in a bank ac-
count keep their exempt character for 20 days after deposit.?!¢ To trace earnings, the courts use
the first-in, first-out accounting method.?'” First-in, first-out accounting is described earlier in
this chapter on page 139.

D. General exemptions

Property covered by a general exemption may not be taken by creditors through attachment,
garnishment, or sale by order of any court.!8

1. How general exemptions work

There are a number of complicated rules for determining the availability and amount of
a general exemption from creditor claims.

a. Debtor picks the property

The decision of which of the debtor’s possessions are exempt in each category is the
debtor’s, not the creditor’s.?! For example, only one car can be exempt. If the debtor
owns two cars and either could be exempt, the debtor gets to pick which car is ex-
empt.
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Minn. Stat. § 550.175, subd. 4(d)-(e).

Minn. Stat. §§ 510.01, 510.05. Claims filed for medical assistance benefits and state hospital care are
also not subject to the exemption. Minn. Stat. §§ 246.53, 256B.15.

Minn. Stat. §§ 550.37, subd. 13, 571.922.

Minn. Stat. §§ 550.37, subd. 13, 571.926.

Minn. Stat. § 550.37, subd. 13.

Minn. Stat. § 550.37, subd. 13.

Minn. Stat. § 550.37, subd. 1; Blue Cross & Blue Shield of Minn. v. Mount Sinai Hosp., C7-01-1287
(Minn. Ct. App. Mar. 12, 2002) (unpublished); Last v. Last, 438 N.W.2d 122 (Minn. Ct. App. 1989).
Minn. Stat. § 550.37, subd. 17.
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b. Individual ownership

Usually, to be exempt, property must be owned by an individual person and can-
not be owned by a partnership or business.?20 The exception to this rule is farm
equipment, which may be owned by a partnership.?!

c. Waiving exemptions

Most exemptions discussed in this section can be waived by the debtor.?22 Exemp-
tions for personal goods and earnings, however, may not be waived.??> For any
waiver to be enforceable, it must be part of a written contract that describes the
property no longer exempt and the contract must be signed by the debtor.22

d. When exempt money is deposited in a bank

Since several exemptions take the form of money, an important question is what
happens when exempt funds are deposited in a bank or other financial institution.
The first-in, first-out accounting method is used to determine the exemption status
of funds in an account.??> First-in, first-out accounting is described earlier in this
chapter on page 139.

e. How the sheriff separates out exempt property

Several categories of exemptions include dollar limits for a certain kind of prop-
erty.226 Often the debtor has more of that type of property than the dollar limit al-
lows. If the sheriff believes this is the case, he or she may levy upon all of that type
of property and have it appraised by two appraisers.??”” If the appraisers agree that
the property is worth more than the exemption, the debtor may pick out property
up to the exemption value limit, and the rest is kept by the sheriff.??8 If the property
cannot be easily divided and it is worth more than the exemption amount, the sher-
iff will sell all of the property and pay the exemption amount to the debtor.??

220
221
222
223
224
225
226
227
228
229

Minn. Stat. § 550.37, subd. 18; 22 DUNNELL MINN. DIGEST, Exemptions § 1.02(w) (4th ed. 1994).
Minn. Stat. § 550.37, subd. 5; In re Zimmel, 185 B.R. 786 (Bankr. D. Minn. 1995).

Minn. Stat. § 550.37, subd. 19.

Minn. Stat. § 550.37, subd. 19.

Minn. Stat. § 550.37, subd. 19; Moyer v. International State Bank, 404 N.W.2d 274 (Minn. 1987).
Minn. Stat. § 550.37, subd. 20.

Minn. Stat. § 550.41.

Minn. Stat. § 550.41.

Minn. Stat. § 550.41.

Minn. Stat. § 550.41.
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2. Types of general exemptions

Several of the exemptions described below have dollar limits. In each case, these limits
are based on the current fair market value of the property, not the replacement cost.23
This may be especially important for property that has little fair market value but would
be expensive to replace.

a. Farm equipment and assets

A farmer debtor may claim as exemptions farm equipment, machines, implements,
and livestock used in farming, as well as the debtor’s farm produce and standing
crops.?! Up to $13,000 in property can be claimed with this exemption.?3? This
amount will not change with inflation.?® If the farm assets are owned in partner-
ship within the farm family, they are still exempt for the individual debtors.?3

b. Business property

Tools, implements, machines, instruments, and furniture used for business are ex-
empt up to $9,000.2%5 This amount changes with inflation.23¢ Exempt farm equip-
ment and business property may not have a combined value of more than $13,000.
For example, if $5,000 worth of business property is exempt, only $8,000 in farm
equipment may be claimed as exempt. This combined total does not change with
inflation.2%”

c. Clothes, household goods, personal property

All clothes, food, utensils, and one watch of the debtor’s family are exempt.?*8 The
value of these goods is not relevant. In addition, household furniture, household
appliances, phonographs, radios, and televisions of the debtor’s family are exempt
up to $8,100 in value.?® This value changes with inflation.240
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Minn. Stat. § 550.37, subd. 21. Several exemption values change with inflation. This change will oc-
cur on July 1 of each even-numbered year. Minn. Stat. § 550.37, subd. 4a(b). For levels set in 2002,
see 26 S.R. 1366 (Apr. 15, 2002), available at http:/ /www.comm.media.state.mn.us/bookstore/
stateregister /2643.pdf. The next published adjustment is scheduled for April 30, 2004, or sooner, to
be effective July 1, 2004.

Minn. Stat. § 550.37, subds. 4a(a), 5; In re Flitter, 181 B.R. 938 (Bankr. D. Minn. 1995). For this exemp-
tion to apply, the debtor must be principally engaged in farming. In re Zimmel, 185 B.R. 786 (Bankr.
D. Minn. 1995).

Minn. Stat. § 550.37, subd. 5.

Minn. Stat. § 550.37, subd. 4a(a).

Minn. Stat. § 550.37, subd. 5; In re Zimmel, 185 B.R. 786 (Bankr. D. Minn. 1995).

Minn. Stat. § 550.37, subds. 4a(a), 6; 26 S.R. 1366 (Apr. 15, 2002), available at http:/ /www.comm.me-
dia.state.mn.us/bookstore/stateregister /2643.pdf.

Minn. Stat. § 550.37, subds. 4a(a), 6.

Minn. Stat. § 550.37, subds. 4a(a), 7.

These exemptions may not be waived except by a purchase money security interest. Minn. Stat.

§ 550.37, subds. 4, 4a..

Minn. Stat. § 550.37, subds. 4, 4a(a); 26 S.R. 1366 (Apr. 15, 2002), available at http:/ /www.comm.me-
dia.state.mn.us/bookstore/stateregister/2643.pdf.

Minn. Stat. § 550.37, subd. 4a(a).
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d. Mobile home

A mobile home is completely exempt if the debtor lives in it.?4!

e. Motor vehicle

A debtor may claim one motor vehicle as exempt from execution.?*> The vehicle
may not have a value of more than $3,600 (more if it is altered to accommodate
someone who is disabled).?*3 The value of this exemption changes with inflation.?

The value is the debtor’s equity.?4> For example, a debtor could exempt a $5,000 car
if he or she owes $1,400 against it, because the debtor only has equity of $3,600 in
the car.

f. Insurance benefits

Certain levels of insurance proceeds are exempt from creditor action.

(1) Life insurance

For a surviving spouse or child, life insurance proceeds are exempt up to
$36,000.24¢ The $36,000 is increased by $9,000 for each dependent of the sur-
viving spouse or child.?#” This money remains exempt when deposited in a
bank.248 These values increase with inflation.24

(2) Accident or disability insurance

The proceeds from any accident or disability insurance policy are exempt for
the beneficiary.?>

241
242
243

244
245

246

247

248

249
250

Minn. Stat. § 550.37, subd. 12. A mobile home is defined at Minn. Stat. § 168.011, subd. 8.

Minn. Stat. § 550.37, subd. 12a.

Minn. Stat. §§ 550.37, subd. 12a, 169.345; 26 S.R. 1366 (Apr. 15, 2002), available at http:/ /www.comm.
media.state.mn.us/bookstore/stateregister /2643.pdf.

Minn. Stat. § 550.37, subds. 4a(a).

Minn. Stat. § 550.37, subds. 12a, 21. One federal bankruptcy court held: “The debtor’s only value in
the automobile is her equity. The value of the automobile is only the extent by which the secured in-
terest is exceeded by the fair market value. The debtor has no value in collateral that is secured. That
value belongs to the creditor holding the security interest. This Court concludes that Minn. Stat.

§ 550.37 subd. 12a applies to the equity of the debtor in the automobile and that the Minnesota Leg-
islature intended value to mean equity under that section.” In re Setley, 11 B.R. 106 (Bankr. D. Minn.
1981).

Minn. Stat. § 550.37, subd. 10; 26 S.R. 1366 (Apr. 15, 2002), available at http:/ /www.comm.media.
state.mn.us/bookstore/stateregister /2643.pdf.

Minn. Stat. § 550.37, subds. 10, 4a(a); 26 S.R. 1366 (Apr. 15, 2002), available at http:/ /www.comm.
media.state.mn.us/bookstore/stateregister /2643.pdf.

Minn. Stat. § 550.39. The accrued value of interest under or loan value of an unmatured life insur-
ance policy is also exempt up to $7,200. 26 S.R. 1366 (Apr. 15, 2002), available at http:/ /www.comm.
media.state.mn.us/bookstore/stateregister /2643.pdf. This value changes with inflation. Minn. Stat.
§ 550.37, subds. 4a(a), 23.

Minn. Stat. § 500.37, subd. 4a(a).

Minn. Stat. § 550.39, subd. 22.
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g. Public assistance

All relief based on need and the earnings or salary of someone who receives relief
based on need are exempt.?>!

h. Earnings of a minor child

The earnings of a minor child of the debtor and any child support paid to the
debtor are exempt.?>2 Money from this exemption remains exempt when deposited
in a bank.2%

i. Employee benefits

The debtor’s rights to future payments under a pension, individual retirement ac-
count, or similar plan or contract on account of illness, disability, or length of ser-
vice are exempt.?>* The maximum value of this exemption is $54,000.25 This value
increases with inflation.25

J. Veterans’ benefits

All veterans’ benefits are exempt for one year.?”

k. Other specific exemptions

A family Bible, library, musical instruments, a burial plot, and a seat or pew in a
house of worship are exempt.?’8 Money from a claim of damages to exempt prop-
erty is exempt.?>

3. Proceeds from sale of exempt property generally not exempt

If exempt property is voluntarily sold for money, the proceeds are not exempt—except
for the sale of a homestead.260
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Minn. Stat. § 550.37, subd. 14; In re Tomczyk, Bky. No. 02-55534 (Bankr. D. Minn. Apr. 2, 2003) (un-
published).

Minn. Stat. § 550.37, subd. 15.

Minn. Stat. § 550.37, subd. 20.

Minn. Stat. § 550.37, subd. 24. The United States Bankruptcy Appellate Panel for the Eighth Circuit
held that a debtor’s interest in his former wife’s retirement account was not exempt under Minn.
Stat. § 550.37, subd. 24, because he obtained an interest in those funds through his divorce settle-
ment and not through his own employment. The court also found that even though the retirement
fund was funded through the family farming operation instead of a separate employer, it made no
difference. In re Anderson, 269 B.R. 27 (B.A.P. 8th Cir. 2001) (citing Deretich v. City of St. Francis, 128
F.3d 1209 (8th Cir. 1997)).

Minn. Stat. § 550.37, subd. 24; 26 S.R. 1366 (Apr. 15, 2002), available at http:/ /www.comm.media.
state.mn.us/bookstore/stateregister /2643.pdf.

Minn. Stat. § 550.37, subd. 4a(a).

Minn. Stat. § 550.38.

Minn. Stat. § 550.37, subds. 2, 3. Teacher Retirement Fund Association benefits are also exempt.
Minn. Stat. § 354A.11.

Minn. Stat. § 550.37, subds. 9, 20. The money from this exemption remains exempt if deposited in a
bank.

Minn. Stat. § 550.175, subd. 4.
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E. Failing to claim an exemption

A failure to claim a right of exemption at the time of a levy does not prevent the debtor from
claiming the right later, as long as the exemption is claimed before the sheriff’s sale and as long
as no one is adversely harmed by the claim.2¢!

F. Converting nonexempt assets into exempt assets

Debtors faced with a money judgment or other creditor problems may be tempted to sell nonex-
empt assets and invest the proceeds in property that would be exempt. Many such transactions
can be perfectly legal. Some such transfers, however, can be illegal, especially if they are in-
tended to “hinder, delay, or defraud” a creditor or if they are not made for fair consideration.26?
Unfortunately, the difference between what is legal and what is illegal can be tricky. It is ex-
tremely important, therefore, to get qualified legal advice before switching nonexempt assets
into exempt assets.

261  McAbe v. Thompson, 6 N.W. 479 (Minn. 1880); 22 DUNNELL MINN. DIGEST, Exemptions § 1.02(y) (4th
ed. 1994).

262 Kangas v. Robie, 264 F. 92 (8th Cir. 1920); In re Curry, 160 B.R. 813 (Bankr. D. Minn. 1993); In re Toveten,
402 N.W.2d 551, 555 (Minn. 1987). In Minnesota, the question of whether the exchange of nonex-
empt property for exempt property defrauds the creditor is governed by the Uniform Fraudulent
Conveyance Act. Minn. Stat. §§ 513.41 to 513.41.51.





