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SUMMARY

The District of Columbia Court of Appeals reviewed litigation concerning marital property, default

proceedings against Christine Arthur, and funds deposited in the Superior Court registry and later

transferred to the District Treasurer. The court vacated and remanded because the trial court had not

explained its decision to vacate the default, resolved ownership and partition issues concerning the

deposited principal, or determined the interest earned or that should have been earned on the funds.

The court further held that interest earned or that should have been earned belonged to the Arthurs and

that the District’s retention of such interest constituted a taking for public use under the Fifth

Amendment, potentially requiring just compensation depending on the owners’ net loss.
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Morris Arthur appealed from Superior Court orders vacating an entry
of default against Christine Arthur, determining ownership of $14,500
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sound discretion, but the court must state the reasons supporting its

decision.
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QUESTIONS PRESENTED

1. Whether the Superior Court adequately explained its decision to vacate the entry of default against
Christine Arthur.

2. Whether the court could distribute the $14,500 principal without determining whether the Arthurs

consented to partition of property held as tenants by the entireties and, if so, their relative equities.

3. Whether interest earned or that should have been earned on funds deposited in the court registry and
transferred to the District's general fund belonged to the owners of the principal and whether the

District's retention of that interest constituted a taking under the Fifth Amendment.

4. Whether factual findings were required concerning the amount of interest earned, administrative costs,

bank fees, and any fiduciary duty to place or maintain the funds in interest-bearing accounts.

HOLDINGS

1. A trial court deciding whether to vacate an entry of default under Super. Ct. Civ. R. 55(c) must
determine whether good cause exists and must state the reasons supporting its decision. The Superior

Court's conclusory statement that vacating the default was contrary to established law was insufficient.

2. Before distributing the $14,500 principal, the trial court must determine whether Morris and Christine
Arthur consented to partition of property acquired as tenants by the entireties. If they consented, the

court must determine their relative equities in the property.

3. Interest earned, or that should have been earned, on private funds deposited in the court registry follows
the principal and belongs to the owner or owners of the principal. The District's retention of such interest
for public use constitutes a taking under the Fifth Amendment, although the amount of just
compensation depends on the owners' net loss after accounting for administrative costs and bank

charges.

KEY QUOTATIONS

“Furthermore, we hold that any interest earned or which should have been earned on the sums deposited in
the court registry and later transferred to the District's general fund belonged to Mr. or Ms. Arthur, or both,
and that the District's retention of such interest constituted a taking for public use under the Fifth Amendment
to the Constitution of the United States; such taking may or may not require just compensation, depending on
the net loss suffered by the owner(s) of the deposited funds.” (475-476)



“In exercising its discretion, the trial court must choose what is right and equitable under the circumstances

and the law and state the reasons which support its conclusion.” (485)

“A State, by ipse dixit, may not transform private property into public property without compensation, even

for the limited duration of the deposit in court.” (491)

FACTUAL BACKGROUND

The Arthurs owned their marital home as tenants by the entireties. After a $14,500 loan and deed of trust were
challenged as forged, the property was sold pursuant to a stipulation and $14,500 of the proceeds, together with
$350 in court-ordered security, was deposited in the court registry. The funds were later transferred to the
District's general fund as unclaimed property. Christine Arthur did not initially respond to the litigation, but later
appeared, testified, sought counsel, and asserted that she had contributed substantially to acquiring and

maintaining the property and that fear of Morris Arthur had affected her ability to participate.

PROCEDURAL HISTORY

Arthur filed suit in 1980 to enjoin foreclosure and invalidate a $14,500 loan note and deed of trust as forged.
After the marital property was sold, $14,500 from the proceeds and $350 in security were deposited in the court
registry, later transferred to the District Treasurer as unclaimed property. The Superior Court entered a default
against Christine Arthur, later vacated it, ruled that the Arthurs were entitled to the principal as tenants by the
entireties, and denied interest. The Court of Appeals vacated the judgment and remanded for findings and

reasons on the default, ownership and partition, and interest issues.

DISPOSITION

vacated

REMAND INSTRUCTIONS

The Superior Court must: (1) determine and explain the appropriate standard and reasons for vacating the entry
of default against Christine Arthur, including good cause, the 'otherwise defend' provision, and the verified-
answer requirement; (2) determine ownership of the $14,500 principal, whether the Arthurs consented to
partition of their entireties property, and, if so, their relative equities; and (3) determine the interest earned on the
$14,500 and $350 deposits, administrative costs and bank fees, whether the District had a fiduciary duty

concerning interest, and whether either Arthur sustained a net loss requiring compensation.
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