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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE WESTERN DISTRICT OF NORTH CAROLINA 

(Charlotte Division) 
 

In re: )  
 )  Chapter 11 
TSI HOLDINGS, LLC, et al. )

)
 Case No. 17-30132 
            (Jointly Administered) 

Debtors.1 )  
 

OBJECTION AND BRIEF IN OPPOSITION TO THE TRUSTEE’S MOTION TO 
APPROVE PARTIAL SETTLEMENT WITH DIANE SISKEY 

 
NOW COMES Stone Street Partners LLC (“Stone Street”), and hereby objects to the 

Trustee’s Motion for Authority to Enter into Agreement with Diane Siskey to Release a Portion 

of Life Insurance Proceeds (and Enable Interim Distribution) (the “Partial Settlement Motion”), 

[Doc. 162], filed by Joseph W. Grier, III the Chapter 7 trustee (the “Trustee”).  In support of this 

objection, Stone Street respectfully shows the Court as follows: 

INTRODUCTION 

1. Stone Street would support a partial settlement between Diane Siskey and the 

Trustee, which provided that $15,000,000.00 or more was paid into the bankruptcy estates to be 

distributed pro rata to the many victims of Rick Siskey’s Ponzi scheme.   

2. Stone Street, however, does not support the Partial Settlement Motion as filed 

because the proposed agreement provides for payments to unsecured creditors that expressly 

violate the Bankruptcy Code’s pro rata scheme of distribution.   

3. The proposed agreement is also objectionable because it provides up to 

approximately $4,000,000.00 of value to the Siskey family, while Diane Siskey simultaneously 

attempts to assert control over the Trustee, the Court and these bankruptcy cases.  

                                                 
1 The following debtors’ cases are being jointly administered by the Court: In re: TSI Holdings, LLC, Case No. 17-30132; In re: 
WSC Holdings, LLC, Case No. 17-30338; In re: SouthPark Partners, LLC, Case No. 17-30339; In re: Sharon Road Properties, 
LLC, Case No. 17-30363. 
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4. For all of these reasons, and those discussed below, the proposed agreement is 

neither fair nor equitable. As a result, the Partial Settlement Motion should be denied. 

BACKGROUND 

5. On January 27, 2017, an involuntary chapter 7 bankruptcy petition was filed 

against debtor TSI Holdings, LLC (“TSI”), pursuant to 11 U.S.C. § 303.   

6. Similar involuntary petitions were subsequently filed against debtors WSC 

Holdings, LLC (“WSC”), SouthPark Partners, LLC (“SPP”) and Sharon Road Properties, LLC 

(“SRP,” and collectively with TSI, WSC, and SPP, the “Debtors”). 

7. The Court entered orders for relief against the Debtors and appointed the Trustee 

as the Chapter 7 trustee for the Debtors’ respective estates. 

8. The Court entered an order directing the joint administration of the Debtors’ 

estates in this case on May 23, 2017. 

9. The evidence presented to the Court in support of the petitioning creditors’ 

motion to appoint an interim trustee demonstrated that the FBI concluded Rick Siskey operated 

TSI as a Ponzi scheme.  See, Affidavit of Timothy Darin Stutheit, Docket No. 5 Ex. A (the “FBI 

Affidavit”). 

10. The Trustee and his professionals have further concluded that TSI, WSC and SPP 

were operated as a Ponzi scheme.  The Trustee has also concluded that certain investors in SRP 

were part of Rick Siskey’s Ponzi scheme. 

11. Rick Siskey committed suicide on or about December 28, 2016.   

12. The decedent’s estate is being administered in Mecklenburg County, North 

Carolina at case number 17-E-243 (the “Siskey Estate”).  F. Lane Williamson (“Williamson”) is 

the administrator of the Siskey Estate.   
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13. The Trustee and Williamson are coordinating with respect to the administration of 

the Debtors’ estates and the Siskey Estate, although a consistent and comprehensive 

methodology for administering all of the assets and liabilities related to Rick Siskey’s fraudulent 

and criminal schemes has not been articulated.2 

14. Diane Siskey is Rick Siskey’s widow.  Immediately after Rick Siskey’s death, 

Diane Siskey received approximately $46,937,999.00 from four life insurance policies issued by 

MetLife insuring Rick Siskey’s life.   

15. Of that amount, Diane Siskey escrowed the sum of $37,495,257.43 in an account 

with Regions Bank (the “Escrow Account”) less than one (1) month after her husband’s death.3 

16. In her filings with the Court, Diane Siskey represented that the funds in the 

Escrow Account would be set aside to compensate the victims of Rick Siskey’s fraudulent 

schemes. [Doc. 12]. 

17. Upon information and belief, Rick Siskey paid all or a portion of the policy 

premiums using funds from his various Ponzi schemes, including funds from one or more of the 

Debtors in these cases.  In TSI’s bankruptcy schedules, the Trustee listed claims against both the 

Siskey Estate and Diane Siskey as “including but not limited to life insurance proceeds paid to 

Diane Siskey.” See, TSI Bankruptcy Schedules, Docket No. 40, page 5 of 68.  These claims were 

listed in an “unknown” amount.  Id. 

                                                 
2 At paragraph 17 of the Partial Settlement Motion, the Trustee forecasts making distributions from a common pool of funds 
based on an allocation among each of the four cases although the Debtors’ respective assets and liabilities have not been 
substantively consolidated.  Stone Street does not understand why the Trustee and Williamson have taken the position that they 
can neatly ascertain the distinct assets of, and the claims against, the Debtors and the Siskey Estate to make distributions. The 
FBI Affidavit and common sense dictate that Rick Siskey and his fraudulent corporate shell entities were mere alter egos of each 
other.   
3 Diane Siskey disavows any knowledge of or involvement in the Ponzi scheme.  However, in less than one month following 
Rick Siskey’s death, Diane Siskey paid the sum of $37,495,257.43 into the Escrow Account to compensate the victims of the 
Ponzi scheme, while the Trustee’s report on investor claims shows a nearly identical amount of investor claims in these cases 
(approximately $36,983,934.00 based on the Schedules to the Trustee’s Report of Claims filed on November 1, 2017).  Stone 
Street does not believe the similarity in escrowed funds and proposed claims is mere happenstance, nor does it believe that Diane 
Siskey was an innocent bystander as she contends. 
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PROPOSED SETTLEMENT 

18. The Trustee filed the Partial Settlement Motion on February 3, 2018.  In the 

Partial Settlement Motion, the Trustee seeks Court approval of an agreement with Diane Siskey, 

which was executed on February 2, 2018 (the “Agreement”).  The Agreement is attached to the 

Partial Settlement Motion as Exhibit A. 

19. In pertinent part, the Agreement proposes to split up $15,000,000.00 from the 

Escrow Account to pay certain unsecured claims against the estates in full, and some unsecured 

claims in part.   Other unsecured claims, including the claims filed by Stone Street, will receive 

nothing under the Agreement.   

20. Specifically, the Agreement contemplates that Diane Siskey will use 

$2,250,000.00 from the Escrow Account to pay four debts that she personally guaranteed to 

Michael Salamone.  Agreement, ¶ 4.  Three of the notes that the Agreement proposes to pay are 

debts of non-debtor entity Siskey Industries, LLC.  Id. 

21. The Agreement proposes to pay Mr. Salamone the sum of $500,000.00 “in full 

satisfaction” of a promissory note from debtor TSI to Salamone dated September 23, 2014.  Id. 

22. The balance of the funds will be paid over to the Trustee to pay “administrative 

expenses” and to make a partial distribution “on investor claims.”  Agreement, ¶ 5.  The 

Agreement specifically provides that no payments can be made to other unsecured creditors, 

such as Stone Street, unless Diane Siskey “waives such requirement in writing.”  Id. at 6.   

23. No reserve is established in the Agreement to hold back funds on a pro rata basis 

for disputed or unliquidated claims. 

24. Furthermore, the Agreement provides that the Trustee and Diane Siskey agree that 

the released funds include a “full distribution” of the proceeds to Diane Siskey from MetLife 
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policy ***825, and that the Trustee shall have no further claim to or rights in respect of that 

policy.  Agreement, ¶ 7.   

25. It is unclear whether the Trustee is waiving any right to claim or claw back the 

approximately $2,000,000.00 that was paid to Jenna Siskey (Rick and Diane Siskey’s daughter) 

from MetLife policy ***825. 

26. Moreover, the Agreement contemplates that Diane Siskey will dictate the form of 

the Court’s order approving the Agreement.  Agreement, ¶ 11.  She also requires findings in the 

Court order approving the Agreement, which provide that the Bankruptcy Court lacks personal 

jurisdiction over her.  Id. 

27. The Agreement also requires the Trustee to actively oppose creditors of the estate 

from taking Diane Siskey’s Rule 2004 examination.  Agreement, ¶ 8.  This unusual buffer is 

particularly concerning given that Diane Siskey has forecast that she is negotiating with the 

Trustee to convert these chapter 7 cases to chapter 11 for the purpose of attempting to confirm a 

chapter 11 plan.  See, Diane Siskey’s Objection to Motion for Rule 2004 Examination, Docket 

No. 169 at pages 9 & 10. 

28. No information is provided in the Partial Settlement Motion or the Agreement to 

allow creditors to evaluate Diane Siskey’s involvement in the Ponzi scheme, the estates’ claims 

against Diane Siskey, or the estates’ interest in the insurance proceeds.  Similarly, no information 

is provided to allow the Court or creditors to determine whether it is appropriate for Diane 

Siskey to pay her personal debts from the Escrow Account or the debts of non-debtor entity 

Siskey Industries, LLC.  Nor is information provided to allow the Court or creditors to determine 

whether it would be appropriate for Jenna Siskey to potentially retain $2,000,000.00 from 

MetLife policy ***825. 
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APPLICABLE LAW 

29. Bankruptcy Rule 9019(a) provides the basis for the relief requested in the Partial 

Settlement Motion and provides: “[o]n motion by the trustee and after notice and a hearing, the 

court may approve a compromise or settlement.” 

30. As this Court has previously held, “the court's decision whether or not to approve 

[a] [s]ettlement must be based on an ‘informed and independent judgment as to whether a 

proposed compromise is fair and equitable.’”  Maloy v. Sigmon (In re Maloy), 2009 Bankr. 

LEXIS 4010, *10 (Bankr. W.D.N.C. 2009). 

31. Indeed, “[t]he overriding concern of the Court is to determine…whether the 

[s]ettlement is proper under law and whether it is fair and equitable and in the best interest of all 

interested parties.”  Id. (emphasis supplied). 

32. A proposed settlement is not fair or equitable when it violates the distribution 

scheme established by the Bankruptcy Code.  In re Fryar, 570 B.R. 602, 610 (Bankr. E.D. Tn. 

2017) (holding “[t]o approve a settlement which is a sub rosa plan or…in which the Code's 

priority scheme is ignored would be an abuse of the bankruptcy court's discretion”).  

33. Moreover, the United States Supreme Court has recently held that the Bankruptcy 

Court should not approve a settlement “that provides for distributions that do not follow ordinary 

priority rules without the affected creditors’ consent.”  Czyzewski v. Jevic Holding Corp., 137 S. 

Ct. 973, 983 (2017). 

34. Stone Street objects to the Partial Settlement Motion and related Agreement for 

multiple reasons, which are set forth below in turn. 
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The Agreement Violates the Distribution Scheme Established by the Bankruptcy Code 

35. The Court should deny the Partial Settlement Motion because the Agreement 

violates the Bankruptcy Code’s distribution scheme.  Distributions to unsecured creditors in 

chapter 7 cases are governed by 11 U.S.C. § 726.   

36. Section 726 of the Bankruptcy Code provides that property of the estate is first 

distributed to the holders of priority unsecured claims, 11 U.S.C. § 726(a)(1), and second to the 

holders of general unsecured claims against the estate.  11 U.S.C. § 726(a)(2). 

37. Regarding payments to general unsecured creditors, Section 726 provides that 

“[p]ayment on claims of a kind specified in…paragraph (2)…of subsection (a) of this section, 

shall be made pro rata among claims.”  11 U.S.C. § 726(b)(emphasis added). 

38. The Agreement should not be approved because it violates the Bankruptcy Code’s 

pro rata scheme of distributions among unsecured creditors. The Agreement proposes to pay Mr. 

Salamone’s $500,000.00 unsecured claim against the TSI estate in full, while making a partial 

distribution to other unsecured “investor” claimants.  Moreover, the Agreement provides that 

Stone Street will receive nothing on account of its unsecured claims against the estates. 

39. Nor does the Agreement contemplate a reserve to escrow funds to make 

distributions to the holders of unliquidated or disputed claims on a pro rata basis to give effect to 

the Bankruptcy Code’s mandatory distribution scheme. 

40. For this reason alone, the Court should deny the Partial Settlement Motion. 

Creditors Cannot Evaluate Whether the Partial Settlement Agreement Should be Approved 

41. In determining whether to approve a settlement, Courts have identified the 

following factors for consideration in determining whether the Agreement is reasonable, fair, and 

equitable: “(1) the probability of success in litigation; (2) the likely difficulties in collection; (3) 
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the complexity of the litigation involved, and the expense, inconvenience and delay necessarily 

attending it; and (4) the paramount interest of creditors.”  Myers v. Martin, 91 F.3d 389, 393 (3d 

Cir. 1996). 

42. Here, creditors cannot evaluate whether approval of the Agreement is fair and 

equitable and in the best interests of the estate.  While the Agreement proposes to split up funds 

in the Escrow Account, it also provides significant value to Diane Siskey and, potentially, her 

daughter.  The Agreement contemplates that $2,250,000.00 will be paid from the Escrow 

Account to pay Diane Siskey’s personal debts and the debts of non-debtor entities. 

43. Moreover, if the Trustee is relinquishing any claim to the remaining proceeds 

from MetLife policy ***825, then the Siskeys’ daughter will retain $2,000,000.00.  Based on the 

Partial Settlement Motion and the record before the Court, it is unclear why the Siskey family 

should benefit from upwards of $4,000,000.00 of life insurance proceeds without full disclosure 

of Diane Siskey’s involvement in the Ponzi scheme, the estates’ claims against Diane Siskey or 

the estates’ respective interest(s) in the insurance proceeds. 

44. Nor does the Partial Settlement Motion forecast or explain why paying the debts 

of Siskey Industries LLC is fair, equitable or in the best interests of the estates. 

45. As a result, the Court should deny the Partial Settlement Motion. 

Diane Siskey is Attempting to Improperly Maintain Control over the Trustee and the Court 

46. In addition to the foregoing, the Agreement is not fair and equitable because 

Diane Siskey is attempting to improperly usurp the Trustee’s fiduciary role and the Court’s 

control over these cases. 

47. For example, the Agreement requires Diane Siskey’s approval of the order to be 

entered by the Court.  Agreement, ¶ 11.  Similarly, Diane Siskey requires the Court to find that it 

Case 17-30132    Doc 185    Filed 03/05/18    Entered 03/05/18 16:44:49    Desc Main
 Document      Page 8 of 10



 

MWH: 10406.001; 00018595.4  9 
 

lacks personal jurisdiction over her notwithstanding the fact that she is entering into an 

agreement with the Debtors’ bankruptcy estates.  Id. 

48. Moreover, the Agreement specifically provides that no payments can be made to 

Stone Street unless Diane Siskey “waives such requirement in writing.”  Id. at 6. 

49. Diane Siskey also requires the Trustee to actively oppose creditors of the estate 

from taking Diane Siskey’s 2004 examination.  Agreement, ¶ 8.   

50. This last point is particularly troubling to Stone Street because Diane Siskey has 

forecast that she is negotiating with the Trustee to convert these chapter 7 cases to chapter 11 for 

the purpose of attempting to confirm a chapter 11 plan. 

51. Any effort by Diane Siskey or the Trustee to convert the Debtors’ bankruptcy 

cases to chapter 11 for the purpose of attempting to have the Court force-feed a release of Diane 

Siskey on creditors or to issue an injunction prohibiting creditors from pursuing Diane Siskey 

should be rejected by the Court summarily.   

52. Indeed, using the bankruptcy cases of sham entities that were instrumentalities of 

the Ponzi scheme to benefit Diane Siskey and to cut off creditors’ rights against her would be 

abusive and inconsistent with the goals and policies of the Bankruptcy Code. 

53. Put simply, the Court should not approve the Agreement because it proposes to 

give Diane Siskey control over the Court, the Trustee, the claims reconciliation process, and the 

distributions to be made to creditors of the estates. 

54. Given the foregoing, the Partial Settlement Motion should be denied. 

 WHEREFORE, Stone Street respectfully requests that the Court (i) deny the Partial 

Settlement Motion, and (ii) grant such other and further relief as is just and proper.  
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Dated:  Charlotte, North Carolina 
 March 5, 2018 
 
 

 
MOON WRIGHT & HOUSTON, PLLC 
 
 /s/ Andrew T. Houston  
Andrew T. Houston (Bar No. 36208) 
121 West Trade Street, Suite 1950 
Charlotte, North Carolina 28202 
Telephone:  (704) 944-6560 
Facsimile:  (704) 944-0380 
Counsel for Stone Street Partners LLC 
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