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SUMMARY

The Maryland Court of Appeals considered whether settlement funds created through litigation

involving a judgment debtor and several garnishees were subject to garnishment by the judgment

creditor. The court held that the funds were not garnishable because the judgment debtor had no direct

ownership interest in them and the alleged obligations were merely contingent. The court also held

that an attorney did not have a statutory lien under Maryland Business Occupations and Professions

Article § 10-501 on the settlement funds.
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QUESTIONS PRESENTED

1. Whether funds placed in a settlement fund under a multi-party settlement agreement were subject to
garnishment by a judgment creditor of one party when the judgment debtor neither contributed to nor

directly received the funds.

2. Whether former Maryland Code, Business Occupations and Professions Article § 10-501 created a

statutory attorney's lien on settlement funds generated by a pretrial settlement agreement.

HOLDINGS

1. Settlement funds created to resolve contingent construction claims were not property or credits
belonging to New Panorama and therefore were not subject to garnishment by New Panorama's
judgment creditors.

2. The Court exceeded its rulemaking authority to the extent Maryland Rule 2-645 added contingent

property or credits to the substantive class of property subject to garnishment under § 3-305.

3. Former § 10-501 did not create a statutory attorney's lien on settlement funds; the statute applied to an
action or proceeding and to a judgment or award received by the client, but did not include settlements.

KEY QUOTATIONS

“Accordingly, the garnishments laid in the hands of the subcontractors, contractors and the escrow agent
were invalid.” (372 Md. at 456)

“The property deposited into the settlement fund of the parties is not, for garnishment purposes, the property

of New Panorama and cannot be garnished by its judgment creditors.” (372 Md. at 457)

“As the plain language of § 10-501 does not include "settlement" or "settlement funds," and petitioners'
interpretation does not harmonize with other provisions of the Maryland Code, we dffirm the decision of the
lower court and hold that McCartney did not have a valid statutory lien on the monies within the settlement
fund.” (372 Md. at 467)

“The unambiguous prior language of § 10-501(a)(1) of the Business Occupations and Professions Article of
the Maryland Code, as supported by case law and other statutory provisions, illustrates that an attorney's

statutory lien does not apply to settlement funds.” (372 Md. at 479)

FACTUAL BACKGROUND

New Panorama developed the Pleasant Chase residential community and hired Consolidated Construction
Services and other contractors to perform utility, paving, plumbing, and engineering work. After construction
defects allegedly caused the roads to settle and rupture, New Panorama sued the contractors, producing

extensive cross-claims, counterclaims, and third-party claims. Separately, respondents obtained a $791,897.80



mortgage-default judgment against New Panorama and served garnishments on construction-litigant entities and
individuals. The parties later created a settlement fund to resolve the construction litigation, with New Panorama
contributing no funds and receiving no direct payment, while the settlement agreement expressly conditioned

disbursement on termination of the garnishments.

PROCEDURAL HISTORY

New Panorama and several contractors and subcontractors litigated construction claims arising from the Pleasant
Chase development. After respondents obtained a mortgage-default judgment against New Panorama, they
served writs of garnishment on parties involved in the construction litigation. The circuit court terminated or
dismissed the garnishments; the Court of Special Appeals affirmed in part, reversed in part, and remanded. The
Court of Appeals granted certiorari, reversed the intermediate appellate court in part on garnishment, affirmed its

ruling concerning the attorney's lien, and remanded with instructions to affirm the circuit court.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand to the Court of Special Appeals with instructions to affirm the judgment of the Circuit Court for
Howard County.
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