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Appellant Toth-Fejel filed a Chapter 11 petition on behalf

of Des Chuttes Investments, Inc. and thereafter filed a Motion

for Approval of a Settlement Agreement.  Cupertino National Bank

filed a motion for sanctions against Des Chuttes, Toth-Fejel and

his law firm, Kramer and Toth-Fejel for both filings, under

Federal Rule of Bankruptcy Procedure 9011. 

 The bankruptcy court, in an unpublished opinion, dismissed

the Chapter 11 petition and granted Cupertino’s motion for

sanctions as to Mr. Toth-Fejel for failing to make proper

inquiry before filing either the petition or the Motion.  As a

penalty the court assessed all of Cupertino’s reasonable legal

fees and expenses, totaling $105,424.29, jointly and severally

against Des Chuttes, Fayez Kahn, its principal, and Toth-Fejel.

Cupertino thereafter filed a motion for reconsideration asking

the court to extend the sanctions against Toth-Fejel to his law

firm, Kramer and Toth-Fejel.  

The bankruptcy court, in a revised letter opinion, affirmed

the original sanctions imposed against Toth-Fejel and Des

Chuttes but based those sanctions only on the filings of the

petition.  The court declined to extend the sanctions to Kramer

and Toth-Fejel, and withdrew the sanctions against Fayez Kahn.

Both Cupertino and Toth-Fejel appealed.  

On appeal Toth-Fejel argued that the bankruptcy court should

not have included as sanctions for filing a frivolous petition

the fees and expenses incurred by Cupertino in responding the



Motion to Approve Settlement Agreement.  The District Court
disagreed.  It noted that the bankruptcy court recognized that

it could not impose sanctions for the filing the Motion for

Approval of Settlement agreement but nonetheless found that all

of the costs imposed as sanctions were “directly and

unavoidably” caused by the filing of the petition.   The

district court found that the bankruptcy court’s “allocation of

attorney fees and costs appear to be entirely reasonable for the

filing of this petition, which [the bankruptcy judge] found to

be the most egregious violation she had incurred in her judicial

career.”  

The District court also affirmed the bankruptcy court’s

decision not to extend the sanctions to Mr. Toth-Fejel’s law

firm, Kramer & Toth-Fejel.  It doing so it relied upon the

bankruptcy court’s finding that the two partners in the firm

practiced independently and in different areas of law without

reviewing each others work.  The District Court agreed with the

bankruptcy court that, under the circumstances, the premises

upon which the rule allowing extension of sanctions to a law

firm was based, that it would encourage self policing, was not

present and therefore extension of the sanctions to Mr. Toth-

Fejel’s firm was not warranted.
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