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SUMMARY

The United States Bankruptcy Court for the Eastern District of Virginia addresses the Chapter 13
trustee’s objections to Emilio Martinez, Jr.’s claimed exemptions in employment discrimination claims
against NVR, Inc. The court holds that lost salary and bonuses arising from post-petition earnings are
not exempt, while emotional distress damages qualify as exempt personal injury proceeds under
Virginia law. Punitive damages follow the underlying claims and are exempt only to the extent
attributable to emotional distress damages; any settlement must be approved by the bankruptcy court.
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DISPOSITION other

PROCEDURAL POSTURE The Chapter 13 trustee objected to the debtor's amended claims of
exemption in employment discrimination claims against NVR, Inc.
NVR joined the objections. After hearing argument, the bankruptcy
court sustained the objections in part and overruled them in part.

STANDARD OF REVIEW The trustee bears the burden of proving by a preponderance of the
evidence that a claimed exemption was not properly claimed.
Exemption statutes are liberally construed in favor of the debtor.

PRECEDENTIAL VALUE Unknown; memorandum opinion and order from a bankruptcy court,
with no reported citation and metadata indicating unknown
precedential status.
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PRACTICE AREAS

bankruptcy bankruptcy exemptions employment discrimination remedies statutory interpretation

QUESTIONS PRESENTED

1. Whether the debtor's claims for lost salary and bonuses based entirely on post-petition earnings were
exempt under Virginia's wage-exemption statute in a Chapter 13 case.

2. Whether emotional distress damages arising from the debtor's employment discrimination claims
qualified as exempt personal-injury claims under Virginia Code § 34-28.1.

3. Whether punitive damages were exempt, and whether their exemption status followed the underlying
claim to which the punitive damages were attributable.

4. Whether the debtor's employment discrimination claims were property of the Chapter 13 bankruptcy
estate.

HOLDINGS

1. The debtor's claims for lost salary and bonuses were not exempt. Chapter 13 provisions governing post-
petition earnings preempt Virginia's wage exemption for those earnings.

2. Emotional distress damages qualify as personal-injury damages exempt under Virginia Code § 34-28.1,
even without physical injury.

3. Punitive damages follow the underlying claim to which they are attributable. Punitive damages tied to
emotional distress damages are exempt as proceeds derived from a personal-injury claim, while punitive
damages tied to lost salary and bonuses are not exempt.

4. The debtor's claims against NVR were property of the Chapter 13 estate under 11 U.S.C. § 1306(a)(1)
and (2).

KEY QUOTATIONS

“The Court agrees that the term “personal injury” in Va. Code Ann. § 34-28.1 should be broadly construed to
include non-physical injuries to the person, including emotional distress damages.” (Conclusions of Law,
section B)

“The punitive damages portion of the claim, if any, will be exempt to the extent that it is attributable to the
emotional distress personal injury claim. Conversely, any punitive damages tied to the lost salary and bonuses
part of the claim will not be exempt.” (Conclusions of Law, section C)

FACTUAL BACKGROUND

Emilio Martinez filed Chapter 13 bankruptcy while employed by NVR, Inc. NVR terminated him during the
bankruptcy case, after which he asserted employment discrimination and related claims seeking lost salary and
bonuses, emotional distress damages, and punitive damages. He did not disclose or claim an exemption for those



claims before the case closed, but after reopening he amended his schedules and claimed the claims exempt in
full. The salary and bonus damages were entirely based on post-petition earnings.

PROCEDURAL HISTORY

The debtor filed a Chapter 13 petition in January 2020, and his plan was confirmed in July 2020. After NVR
terminated his employment in January 2022, the debtor filed an EEOC charge and a state-court action asserting
Virginia Human Rights Act, breach-of-contract, and unjust-enrichment claims. The bankruptcy case was closed
after plan completion and discharge without disclosure or exemption of the NVR claims. The case was later
reopened, the debtor filed amended schedules claiming the claims exempt in full, and the trustee objected.

DISPOSITION

other

REMAND INSTRUCTIONS

None. The court directed that it will review any settlement or award to determine the final exempt status of
punitive damages and required any settlement of the underlying claims to be approved under Bankruptcy Rule
9019.
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