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

Charlotte Division 
 
In re: 
 
TSI Holdings, LLC1 et al.,  
 

DEBTORS. 

CASE NO. 17-30132 
 
CHAPTER 7 
Jointly Administered 

 
MEMORANDUM OF LAW IN OPPOSITION TO MOTION FOR RELIEF FROM STAY 
 

Joseph W. Grier, III, the duly appointed chapter 7 trustee (the “Trustee”) in the above-

captioned, jointly-administered bankruptcy cases (collectively, this “Case”), through counsel, 

hereby files this Memorandum of Law in opposition to the Motion for Relief from the Automatic 

Stay (D.E. 199) filed in this Case on March 23, 2018 (the “Motion”) and in support of the 

Objection to Motion for Relief from Stay filed by the Trustee on April 4, 2018 (the “Objection”), 

and respectfully represents as follows: 

I. INTRODUCTION 

The Stone Street Claims2 are wholly premised on the equitable doctrine of “reverse 

piercing the corporate veil,” an obscure theory of recovery rarely invoked in American 

jurisprudence.  This doctrine generally hinges on an assessment of the overall equities of case 

(like any other equitable doctrine) but even more specifically depends on whether third-party 

creditors or equity interest holders would be harmed by holding an entity jointly and severally 

liable for the conduct of one of its owners.  Therefore, in order to liquidate the amount of the 

Stone Street Claims, a state court would necessarily have to determine the impact on the 

potential distribution to other constituencies in this Case, and otherwise assess the equities in this 

                                                 
1  These jointly administered cases are those of the following debtors:  TSI Holdings, LLC, Case No. 17-
30132, WSC Holdings, LLC Case No. 17-30338, SouthPark Partners, LLC Case No. 17-30339 and Sharon Road 
Properties, LLC Case No. 17-30363. 
2  Capitalized terms not otherwise defined herein shall have the meanings prescribed in the Objection. 
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Case.  For this, and a host of other reasons, judicial economy, common sense, and a balance of 

the hardships dictate that this Court should fully resolve the Stone Street Claims. 

II. FACTUAL AND PROCEDURAL BACKGROUND 

The facts relevant to this brief are fully set forth in the Objection and the Affidavit of 

Joseph W. Grier, III (the “Grier Affidavit”) attached thereto, all of which are expressly 

incorporated herein by reference. 

III. ANALYSIS 

A. APPLICABLE STANDARD 

Although the Code does not define “cause” for purposes of § 362(d)(1), courts, including 

the Fourth Circuit, uniformly agree that the court “must balance potential prejudice to the 

bankruptcy debtor’s estate against the hardships that will be incurred by the person seeking relief 

from the automatic stay if relief is denied.”3  The analysis should be done on a “case-by-case 

basis,”4 and the court should consider “the totality of the circumstances.”5 

There are a number of factors that courts have relied upon to facilitate the totality of the 

circumstances balancing test required by § 362(d)(1).  In Robbins, the Fourth Circuit identified 

three factors commonly considered in this context:   

(1) whether the issues in the pending litigation involve only state law . . . ; 
(2) whether modifying the stay will promote judicial economy . . . ; and 
(3) whether the estate can be protected properly by a requirement that creditors 
seek enforcement of any judgment through the bankruptcy court.6 

                                                 
3  Robbins v. Robbins (In re Robbins), 964 F.2d 342, 345 (4th Cir. 1992). 
4  Claughton v. Mixson, 33 F.3d 4, 5 (4th Cir. 1994) (citing Robbins); see also In re The SCO Group, Inc., 
395 B.R. 852, 856 (Bankr. D. Del. 2007). 
5  In re Mitchell, 546 B.R. 339, 344 (Bankr. D.S.C. 2016); see also SCO, 395 B.R. at 856. 
6  Robbins, 964 F.2d at 345.  As means of facilitating a totality of the circumstances analysis, the three 
Robbins factors are not intended to be exclusive.  Accord Kadlecek v. Schwant USA, Inc., 486 B.R. 336, 342 
(M.D.N.C. 2013) (“even though Kadlecek asserts it was error for the bankruptcy court to limit its analysis to the In 
re Robbins factors, it is apparent that the court did not do so”). 
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Other courts cited favorably by the Fourth Circuit in Robbins, including the Seventh Circuit, 

commonly rely on a slightly different articulation of three factors: 

a) [whether] [a]ny great prejudice to either the bankrupt estate or the debtor will 
result from continuation of the civil suit, b) [whether] the hardship to the [non-
bankrupt party] by maintenance of the stay considerably outweighs the hardship 
of the debtor, and c) [whether] the creditor has a probability of prevailing on the 
merits.7 

Additional factors that have proven helpful to courts in balancing the harms include: 

(1) whether relief would result in a partial or complete resolution of the issues; 
(2) lack of any connection with or interference with the bankruptcy case; 
(3) whether the other proceeding involves the debtor as a fiduciary; (4) whether a 
specialized tribunal with the necessary expertise has been established to hear the 
cause of action; (5) whether the debtor’s insurer has assumed full responsibility 
for defending it; (6) whether the action primarily involves third parties; 
(7) whether litigation in another forum would prejudice the interests of other 
creditors; (8) whether the judgment claim arising from the other action is subject 
to equitable subordination; (9) whether movant’s success in the other proceeding 
would result in a judicial lien avoidable by the debtor; (10) the interests of judicial 
economy and the expeditious and economical resolution of litigation; 
(11) whether the parties are ready for trial in the other proceeding; and 
(12) impact of the stay on the parties and the balance of harms.8 

As is the case with any totality of the circumstances balancing test, a court “does not need to 

specifically address each of the various factors, but instead only needs to consider those factors 

relevant to the particular case, and [a] Court does not need to assign them equal weight.”9 

B. POTENTIAL PREJUDICE TO THE BANKRUPTCY ESTATE 

For a litany of reasons, the bankruptcy estates in this Case would suffer great prejudice if 

the Motion is granted. 

                                                 
7  See Int’l Bus. Machines v. Fernstrom Storage and Van Co. (In re Fernstrom Storage and Van Co.), 938 
F.2d 731, 735 (7th Cir. 1991); In re Pro Football Weekly, Inc., 60 B.R. 824, 826 (Bankr. N.D. Ill. 1986).  Other 
courts that follow the focus on these three factors include the Third Circuit (see In re Armstrong World Industries, 
Inc., 106 Fed.App’x 785, 787, 2004 WL 1616393, at *2 (3d Cir. Jul. 20, 2004)) and the District of Delaware (see 
SCO, 395 B.R. at 857). 
8  See Sonnax Industries, Inc. v. Tri Component Products Corp. (Sonnax Industries, Inc.), 907 F.2d 1280, 
1286 (2d Cir. 1990); In re R.J. Groover Construction, L.L.C., 411 B.R. 460, 464 (Bankr. S.D. Ga. 2008); In re 
White, 410 B.R. 195, 198–99 (Bankr. W.D. Va. 2008). 
9  Groover, 411 B.R. at 464. 
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1. The Stone Street Claims are Not Likely to Prevail on the Merits 

The Stone Street Claims are based purely on the equitable doctrine10 of “reverse piercing 

of the corporate veil.”  In the first reported case to discuss this doctrine,11 Judge Learned Hand 

warned that reverse veil piercing “if possible at all, must be extremely rare.”12  The Supreme 

Court of Georgia has characterized “reverse piercing of the corporate veil” as follows:   

Reverse alter ego is an equitable doctrine; it stretches the imagination, not to 
mention the equities, to conceive of how someone wholly outside the corporation 
may be used to pierce the corporate veil from within.13 

Although North Carolina recognizes “reverse piercing of the corporate veil,” there are 

only twelve (12) “reported” North Carolina cases even mentioning the concept,14 and only eight 

(8) of those opinions discuss or apply the doctrine.15  In fact, “reverse piercing of the corporate 

                                                 
10  In North Carolina, any veil piercing—reverse or regular—–is considered an equitable (as opposed to legal) 
doctrine.  Glenn v. Wagner, 313 N.C. 450, 458, 329 S.E.2d 326, 332 (1985) (warning that “[i]t should be 
remembered that the theory of liability under the instrumentality rule is an equitable doctrine”). 
11  See Nicholas B. Allen, Reverse Piercing of the Corporate Veil:  A Straightforward Path to Justice, 85 ST. 
JOHN’S L. REV. 1147, 1154–55 (2011). 
12  Kingston Dry Dock Co. v. Lake Champlain Transp. Co., 31 F.2d 265, 267 (2d Cir. 1929).  After Judge 
Hand’s admonition of reverse piercing, the doctrine was wholly ineffective in American jurisprudence for nearly 
thirty years, but has since been accepted in more and more jurisdictions, especially in the context of domestic claims 
and claims made by the government.  See Allen, 1155–56. 
13  Acree v. McMahan, 585 S.E.2d 873, 881–82 (Ga. 2003) (citing Estate of Daily v. Title Guaranty Escrow 
Svc., 178 B.R. 837, 845 (D. Hawai’i 1995)). 
14  See Estate of Rivas ex rel. Soto v. Fred Smith Construction, Inc., ___ N.C.App. ___, ___ S.E.2d ___, 2018 
WL 943304, at *2 (Feb. 20, 2018); Hilco Transport, Inc. v. Atkins, 2016 WL 197133, at *9 (N.C. Bus. Ct. Jan. 15, 
2016); Southeastern Sureties Group, Inc. v. Int’l Fidelity Ins. Co., 244 N.C.App. 439, 459, 785 S.E.2d 96, 107–08 
(2015); Southeast Air Charter, Inc. v. Stroud, 2015 WL 4897790, at *1 (N.C. Bus. Ct. Aug. 17, 2015); Southeast Air 
Charter, Inc. v. Stroud, 2015 WL 4064188, at *1 (N.C. Bus. Ct. Jun. 30, 2015); Cold Springs Ventures, LLC v. 
Gilead Sciences, Inc., 2015 WL 179040, at *6 (N.C. Bus. Ct. Jan. 6, 2015); Reeger Builders, Inc. v. J.C. Demo Ins. 
Group, Inc., 232 N.C.App. 690, 758 S.E.2d 185, 2014 WL 859327, at *4 (Mar. 4, 2014); Health Management 
Associates, Inc. v. Yerby, 215 N.C.App. 124, 128, 715 S.E.2d 513, 516–17 (2011); Fischer Investment Capital, Inc. 
v. Catawba Development Corp., 200 N.C.App. 644, 650, 689 S.E.2d 143, 147 (2009); Strategic Outsourcing, Inc. v. 
Stacks, 176 N.C.App. 247, 253; 625 S.E.2d 800, 804 (2006); Rose’s Stores, Inc. v. Padgett, 62 N.C.App. 404, 411, 
303 S.E.2d 344, 348 (1983); Shortt v. Knob City Inv. Co., Inc., 58 N.C.App. 123, 127–28, 292 S.E.2d 737, 740 
(1982). 
15  See Soto, at *2; Cold Springs, *6; Reeger, *4; Yerby, 715 S.E.2d at 516–17; Fischer, 689 S.E.2d at 147; 
Strategic Outsourcing, 625 S.E.2d at 804; Rose’s Stores, 303 S.E.2d at 348; Shortt, 292 S.E.2d at 740.  There are 
also a handful of federal cases applying North Carolina law on reverse piercing.  See, e.g., McLesky v. Davis Boat 
Works, Inc., 225 F.3d 654, 2000 WL 1008793, at *3 (4th Cir. Jul. 21, 2000); Rauch Industries, Inc. v. Radko, 2007 
WL 3124647, at *3–4 (W.D.N.C. Oct. 25, 2007). 
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veil” is so obscure in North Carolina law that the North Carolina Pattern Jury Instructions for 

Civil Cases published by the North Carolina Conference of Superior Court Judges makes 

absolutely no reference to this theory of liability.16 

In Strategic Outsourcing, the keystone case on reverse piercing in North Carolina, the 

Court of Appeals begins its discussion by recognizing that any veil piercing—regular or 

reverse—is available only for two purposes:  either to “achieve equity”; or to “prevent fraud.”17  

The veil piercing concept exists only to prevent “utiliz[ing] the corporate form to shield criminal 

wrongdoing, defeat the public interest, and circumvent public policy.”18  Assuming one of these 

purposes would be served, then the elements of reverse veil piercing are essentially identical to 

regular veil piercing:  (1) the primarily liable person’s pervasive control of the target entity; 

(2) such control is used by the primary liable person to commit a fraud or other unjust act in 

contravention of the claimant’s rights; and (3) the aforesaid control and wrongful acts must have 

proximately caused injury or unjust loss to the claimant.19 

Some jurisdictions still reject reverse piercing “as an unacceptable shortcut because 

conversion and fraudulent conveyance already afford judgment creditors an adequate remedy.”20  

The North Carolina Court of Appeals disagrees with these jurisdictions because their “logic 

ignores the possibility that the individual [could have] used the corporation to shelter personal 

                                                 
16  See generally N.C. CONFERENCE OF SUPERIOR COURT JUDGES COMMITTEE ON PATTERN JURY 

INSTRUCTIONS, N.C. PATTERN JURY INSTRUCTIONS FOR CIVIL CASES (2017 ed.) (containing no reference to the 
topic, including in § 103.40, the section on piercing the corporate veil), available at:  
https://www.sog.unc.edu/resources/microsites/north-carolina-pattern-jury-instructions/north-carolina-pattern-jury-
instructions-civil-cases. 
17  Strategic Outsourcing, 625 S.E.2d at 804 (citing Glenn v. Wagner, 313 N.C. 450, 454, 329 S.E.2d 326, 330 
(1985)). 
18  Accord State ex rel. Cooper v. Ridgeway Brands Mfg., LLC, 362 N.C. 431, 439, 666 S.E.2d 107, 113 
(2008). 
19  See Strategic Outsourcing, 625 S.E.2d at 804. 
20  See 18 AM. JUR. 2D Corporations § 51 (Feb. 2018 update) (citing to California law as an example). 
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assets rather than the other way around.”21  Simply put, veil piercing should only be used to 

correct an improper shielding of assets or to otherwise achieve equity.  Extending the “reverse 

piercing of the corporate veil” doctrine as requested by the Stone Street Claims would be 

illogical, unprecedented, and, most importantly, inequitable. 

a. Reverse Piercing of the Corporate Veil is Inequitable on these Facts 

Equity would not be served by treating all of Siskey’s debts as obligations owed by the 

Ponzi Debtors.  By the Stone Street Claimants’ own admissions, Siskey “used investor funds 

from the Ponzi Entities to pay the massive premiums” on Siskey’s life insurance policies.22  

Indeed, the constructive trust claim against the Life Ins. Proceeds is the primary asset of the 

Ponzi Debtors’ bankruptcy estates.23  The sine qua non of this claim is that money was stolen 

from investors to pay the premiums.  If the Ponzi Debtors were treated as Siskey’s alter egos, 

then the Stone Street Claims would substantially dilute the limited assets available to provide 

restitution to victims in this Case.  Equity should not permit the Trustee to claw back the Life 

Ins. Proceeds in the name of paying the investors back, only to then split those same Life Ins. 

Proceeds between the investors and Siskey’s former partners, whose funds were not used to pay 

the premiums. 

In addition, because reverse veil piercing is equitable in nature,24 it is “a remedy invoked 

only when there is no adequate remedy at law and only under exceptional circumstances.”25  

Here, the Stone Street Claimants have adequate remedies at law.  As evidenced by the Proposed 

                                                 
21  Fischer, 200 N.C.App. at 657. 
22  See D.E. 199-4, pages 15–18 of 42. 
23  Grier Affidavit, at ¶ 11. 
24  Glenn, 313 N.C. at 458 (warning that “[i]t should be remembered that the theory of liability under the 
instrumentality rule is an equitable doctrine”). 
25  See Kurtis A. Kemper, Acceptance and Application of Reverse Veil-Piercing—Third-Party Claimant, 2 
A.L.R.6th 195, § 3 (2015) (citing 18 AM. JUR. 2D Corporations § 47). 
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Second Amended Stone Street Complaint, the Stone Street Claimants have claims against 

Mrs. Siskey, Siskey’s decedent’s estate, MetLife, and Siskey Industries, LLC.26  Thus, invoking 

the equitable doctrine of “reverse piercing of the corporate veil” is unwarranted in this Case. 

b. Reverse Piercing of the Corporate Veil is Not Necessary to Prevent Fraud 

Reverse veil piercing is not available to rectify completed frauds; reverse veil piercing is 

available to prevent ongoing frauds committed through an abuse of the corporate form.  In every 

North Carolina case where the doctrine was successfully invoked, the target, alter ego defendant 

was a secret depository in which the wrongdoer’s assets were stowed or was otherwise used as 

part of the wrongdoer’s plot to shield assets from the plaintiffs.27  In other words, continuing to 

recognize the corporate independence of the defendants in those cases meant continuing to 

perpetuate the underlying fraud itself.  Similarly, the Fourth Circuit, interpreting North Carolina 

law, has opined that, to succeed on a reverse piercing theory, a plaintiff must demonstrate “a 

sufficient nexus between defendants’ conduct and the alleged abuse of the corporate privilege.”28 

Here, Siskey is dead and the fraud is complete.  The fraud Siskey committed on the Stone 

Street Claimants, if any, was wholly independent from any abuse of the Ponzi Debtors’ corporate 

structure.  The Stone Street Claimants aver in their proofs of claim that they were not even aware 

                                                 
26  See D.E. 199-4, pages 29–40 of 42. 
27  See, e.g., Reeger, *5 (reversing dismissal of complaint that alleged that target defendants “represent a 
single enterprise excessively fragmented for the improper purpose of obscuring an agent or broker responsible when 
policy claims are contested”); Fischer, 200 N.C.App. at 655–56 (finding that complaint sufficiently stated a claim 
against target defendant that was involved in a series of transfers entered into “for the purpose of helping to defeat 
the claim” of the principal’s creditors); Strategic Outsourcing, 625 S.E.2d at 804–05 (permitting reverse piercing to 
gain jurisdiction over target defendant that “wrongfully refus[ed] to pay the cashier’s check” that would have 
provided some recovery to the plaintiff); Rose’s Stores, 303 S.E.2d at 348 (entertaining reverse piercing where the 
target defendant was used “as a vehicle to conceal the allegedly illegal commissions”). 
28  See McLesky v. Davis Boat Works, Inc., 225 F.3d 654, 2000 WL 1008793, at *4 (4th Cir. Jul 21, 2000). 
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that the Ponzi Debtors existed until weeks prior to the filing of this Case.29  There is not a 

sufficient nexus between Siskey’s wrongful conduct alleging injuring the Stone Street Claimants, 

on the one hand, and whatever abuse of the corporate structure there might have been, on the 

other hand. 

More importantly, the Stone Street Claimants admit that the Ponzi Debtors were the 

instruments of a “series of classic Ponzi schemes”30 where funds invested into the Ponzi Debtors 

“were immediately moved into accounts controlled by Rick and Diane Siskey.”31  Siskey did not 

divert his assets into the Ponzi Debtors to hide them from the Stone Street Claimants or any other 

purported creditors; Siskey systematically stole funds from the Ponzi Debtors.  As a result, 

application of reverse piercing is not only unnecessary to prevent any further fraud on the Stone 

Street Claimants, but it would further exacerbate a fraud committed on the investors, the true 

victims in this Case.  There is absolutely no authority for applying reverse piercing under these 

circumstances. 

c. Reverse Piercing of the Corporate Veil would Impair the Rights of Third Parties 

Perhaps a variation of the notion that reverse piercing should only be invoked to achieve 

equity, both the Fourth Circuit and the U.S. District Court for the Western District of North 

Carolina have recognized a possible prohibition, or at least substantial limitation, on reverse 

piercing when imposing liability on an entity with other creditors and/or equity holders.32  The 

                                                 
29  See Proof of Claim numbers 87–89 in this Case, Attachment 1, page 7 of 49.  Of course, this allegation is 
false when considering the close connection between the Stone Street Claimants and the Ponzi Debtors, especially 
the fact that Porter performed legal work for the Ponzi Debtors and SRP.  See Grier Affidavit, at ¶¶ 12–24. 
30  See D.E. 199-4, page 11 of 42. 
31  See D.E. 199-4, page 39 of 42. 
32  See C.F. Trust, Inc. v. First Flight Ltd. Partnership, 306 F.3d 126, 138 (4th Cir. 2002) (acknowledging that 
“some courts and commentators have suggested that in a true outsider reverse veil-piercing case, a plaintiff also 
must prove that no innocent third party, such as a third-party creditor or shareholder, would suffer harm or prejudice 
as a consequence of reverse veil-piercing”); Rauch Industries, Inc. v. Radko, 2007 WL 3124647, at *4 (W.D.N.C. 
Oct. 25, 2007) (acknowledging that “even if a North Carolina court permitted reverse veil-piercing on the facts 
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concern for potential harm to innocent third-party creditors and/or equity holders—in addition to 

being one of the most common reasons courts reject reverse piercing as a recognized theory of 

recovery33—remains a crucial consideration even in those jurisdictions that allow reverse 

piercing.34 

As described above, substantial injustice and inequity would result from allowing the 

Stone Street Claimants to share in the Life Ins. Proceeds when:  (i) those funds are available to 

the Trustee only because they are traceable to funds stolen from investors; and (ii) the investors 

would not be made whole if the Stone Street Claimants dilute the distribution.35  Moreover, even 

(i) ignoring the source of bankruptcy estate assets and instead (ii) treating the investor victims as 

ordinary creditors, those innocent investors still would be harmed by allowing Siskey’s personal 

creditors from sharing in a distribution from the Ponzi Debtors’ bankruptcy estates.  Under such 

circumstances, application of “reverse piercing of the corporate veil” is inappropriate and, 

frankly, offensive to basic concepts of equity and fair play. 

d. The Bankruptcy Estates Have Strong Affirmative Defenses 

Assuming for the sake of argument that the Stone Street Claimants could make out a 

prima facie case in favor of the Stone Street Claims, the Trustee has compelling affirmative 

defenses to those claims.  Such affirmative defenses include, without limitation: 

                                                                                                                                                             
alleged . . . , that court might require proof that no innocent third party, such as a third-party creditor or shareholder, 
would suffer harm or prejudice as a consequence of reverse veil-piercing). 
33  See, e.g., Cascade Energy and Metals Corp. v. Banks, 896 F.2d 1557, 1577 (10th Cir. 1990) (rejecting 
reverse piercing because, inter alia, “to the extent that the corporation has other non-culpable shareholders, they 
obviously will be prejudiced if the corporation’s assets can be attached directly”); Acree, 585 S.E.2d at 882 (same). 
34  See, e.g., U.S. v. Scherping, 187 F.3d 796, 803–04 (8th Cir. 1999) (recognizing the importance of ensuring 
that application of the reverse piercing doctrine does not harm any innocent individuals); Litchfield Asset Mgm’t 
Corp. v. Howell, 799 A.2d 298, 312 n.14 (Conn. App. 2002) (recognizing the concern “that corporate shareholders, 
other than the insider against whom the outsider is asserting its primary claim, may be unfairly prejudiced”); LFC 
Marketing Group, Inc. v. Loomis, 8 P.3d 841, 847 (Nev. 2000) (recognizing “that there are other equities to be 
considered in the reverse piercing situation—namely, whether the rights of innocent shareholders or creditors are 
harmed by the pierce”). 
35  Grier Affidavit, at ¶ 29. 
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an in pari delicto defense (i.e., because the Stone Street Claimants themselves 
played a role in furthering the Ponzi Scheme,36 any affirmative equitable claims 
made by the Stone Street Claimants based on injuries arising from that Ponzi 
Scheme are barred)37; 

an unclean hands defense (i.e., because the Stone Street Claimants received 
substantial benefits all the years that they piggy-backed off of Siskey’s practices, 
it is prohibited overreaching for them to now seek additional funds at the expense 
of the true victims)38;  

an adequate legal remedy defense (i.e., because the Stone Street Claimants have 
recoverable legal claims against the other defendants identified in the Proposed 
Second Amended Stone Street Complaint, they cannot resort to equity here)39; 
and 

a marshaling defense (i.e., the Stone Street Claimants should be compelled to look 
to other sources of recovery before diluting the recovery to innocent victims in 
this Case).40 

These defenses represent yet another set of reasons why the Stone Street Claims are unlikely to 

succeed. 

e. Absurd Consequences Would Result if the Ponzi Debtors and Siskey are Alter Egos 

First and foremost, the Court has repeatedly disallowed claims asserted against the Ponzi 

Debtors unless there was a direct investment in the Ponzi Debtors, regardless of what additional 

or supplemental claims those victims might have against Siskey’s decedent’s estate.  For 

                                                 
36  Some additional evidence of the close connection between Siskey and the Stone Street Claimants includes 
the facts that, on information and belief:  (a) forty-seven percent (47%) of Stone Street’s investors were also 
investors in the Ponzi Debtors; (b) there were cross-marketing efforts between the Ponzi Debtors and Stone Street; 
(c) that the Ponzi Debtors and Stone Street worked closely together on the fourth floor of the office building located 
at 4521 Sharon Road; and (d) that Porter prepared legal documents, and otherwise performed legal work, for Siskey, 
Mrs. Siskey, and the Ponzi Debtors.  See Grier Affidavit, at ¶¶ 12, 14, 15–24. 
37  See Merrell v. Stuart, 220 N.C. 326, 17 S.E.2d 458, 461 (1941) (“[w]hen parties are in pari delicto in 
respect to an illegal contract, and one obtains advantage over the other, a court will not grant relief”). 
38  See Collins v. Davis, 68 N.C.App 588, 592, 315 S.E.2d 759, 762 (1984) (“the clean hands doctrine denies 
equitable relief . . . to litigants . . . whose conduct has been . . . overreaching in regard to the transaction in 
controversy”). 
39  See Town of Clinton v. Ross, 226 N.C. 682, 688, 40 S.E.2d 593, 597 (1946) (“it is axiomatic that equity will 
not intervene so long as there is an adequate remedy at law”). 
40  See Bartlett Milling Co., L.P. v. Walnut Grove Auction and Realty Co., Inc., 192 N.C.App 74, 92, 665 
S.E.2d 478, 492 (2008) (describing the equitable doctrine of marshaling assets). 
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example, Salamone has a promissory note signed by TSI, guaranteed by Siskey, and enforceable 

against Siskey’s decedent’s estate based on principal and interest due under the note and not 

limited to the Net Investment Method41; yet, this Court overruled the Salamone Objection and 

capped Salamone’s claim in this Case based on the Net Investment Method.42  The example most 

similar to the Stone Street Claims is the portion of the claim submitted by Adam Goulet that 

seeks foreseeable damages resulting from Siskey’s fraudulent representations43; the Court 

overruled the Goulet Objection and capped Adam Goulet’s claim based on the Net Investment 

Method.44  Similarly, the Peterson/Kelly Objection contested the portion of the Claims Report 

that limited claims against SRP based on investments, arguing that Siskey had defrauded 

investors (including by misrepresenting to the true value of SRP) and otherwise breached SRP’s 

operating agreement,45 such that claims should be increased to account for those additional 

damages46; the Court overruled the Peterson/Kelly Objection.47  Furthermore, the Trustee 

proposed—and the Premier Fund claimants and Outside Investors begged—that the Court allow 

the Premier Fund and Outside Investor claims48; because none of their money actually was 

deposited with the Ponzi Debtors, the Court disallowed the claims of the Premier Fund claimants 

and Outside Investors.49  Siskey, in the name of the Ponzi Debtors, committed various frauds 

                                                 
41  See D.E. 127, at 2–5; Proof of Claim number 61 in this Case. 
42  See D.E. 177, at 5. 
43  See D.E. 122. 
44  See D.E. 177, at 5. 
45  This is reminiscent of the Stone Street Complaint breach of contract cause of action based on Stone Street’s 
operating agreement.  See Proof of Claim numbers 87–89 in this Case, ¶¶ 99–105 of the Siskey Affiliate Complaint. 
46  See D.E. 121 and 132. 
47  See D.E. 177, at 4. 
48  See D.E. 112, at 6–9. 
49  See D.E. 176, at 2; D.E. 177, at 6. 
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and other torts on each of these victims; however, claims for anything other than pure “net 

investment” have been uniformly disallowed by the Court. 

The Stone Street Claimants will be given the opportunity to advocate that the Court 

afford them disparate treatment inconsistent with the foregoing.  Notwithstanding, especially 

considering that Siskey did not injure the Stone Street Claimants in the name of the Ponzi 

Debtors (like he did with the other victims),50 it is highly unlikely that the Court is going to grant 

Siskey’s former partners an advantage denied to true victims. 

Keeping in mind that some of the North Carolina “reverse piercing” cases are about 

jurisdiction and not substantive relief,51 perplexing jurisdictional questions will arise if the Ponzi 

Debtors are Siskey’s alter egos.  Notwithstanding hornbook law that a decedent’s estate cannot 

be a debtor in bankruptcy,52 if the corporate fiction separating Siskey from the Ponzi Debtors 

cannot stand (as the Stone Street Claimants contend), then Siskey’s decedent’s estate will qualify 

as a debtor before this Court.  Or, expressed in the reverse, if the Ponzi Debtors are one and the 

same with Siskey but a decedent’s estate cannot qualify as a bankruptcy debtor, then neither can 

the Ponzi Debtors, such that this Case must be dismissed for want of jurisdiction. 

Another example of the odd ramifications of accepting the Stone Street Claims’ theory of 

liability is, if all the Stone Street Claimants have to do is prove a valid claim against Siskey in 

order to recover from the Ponzi Debtors, then the Stone Street Claimants have been repeatedly 

violating § 362 of the Code the past six months or so by pursuing the state court litigation against 

                                                 
50  In other words, the nexus between disregarding the corporate structure and resulting injury is much 
stronger among the investor victims and much weaker with respect to the Stone Street Claimants.  The notion of 
denying claims with a stronger nexus to the target defendant while allowing like claims with a weaker nexus seems 
both logically and equitably unjustifiable. 
51  See, e.g., Strategic Outsourcing, 625 S.E.2d at 804 (discussing reverse veil piercing in the context of a 
motion to dismiss for want of personal jurisdiction); Rose’s Stores, 303 S.E.2d at 347–48 (discussing reverse veil 
piercing in the context of a motion to dismiss for want of personal jurisdiction). 
52  In re Roberts, 2005 WL 3108224, at *1 (Bankr. D. Md. Aug. 15, 2005). 
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Siskey’s decedent’s estate without leave of this Court.  Stated differently, if Siskey and the Ponzi 

Debtors are one and the same, then pursuing Siskey in state court is not meaningfully different 

from pursuing the Ponzi Debtors in state court.  Thus, the Stone Street Claimants should have 

sought relief from stay prior to filing the Stone Street Complaint if relying solely on alter ego. 

Albeit “results oriented” logic, the Court should not allow the Stone Street Claims in this 

Case because of the twisted outcomes and consequences that would ensue. 

The Objection does not ask the Court to disallow the Stone Street Claims.  The Stone 

Street Claimants can have their day in court; the Trustee only asks that their day be in 

bankruptcy court.  Because of the substantial likelihood that the Stone Street Claims will be 

disallowed, granting the Motion would be unduly burdensome on the bankruptcy estates. 

2. Bankruptcy Law Limits Any Viability of the Stone Street Claims in this Case 

One of the factors used in assessing “cause” to the lift the automatic stay in this context is 

whether the underlying state court litigation involves “only state law.”53  As discussed above, the 

Stone Street Claims are premised on an equitable doctrine that requires an analysis of the impact 

on the Ponzi Debtors’ creditors and equity interest holders if liability is imposed,54 the state court 

cannot liquidate the amount of the Stone Street Claims without examining how various 

constituencies are being treated in this Case (an analysis overwhelmingly dependent on the Code 

and bankruptcy law, more generally). 

A slightly different point is that there are unique, rare, and nuanced debtor/creditor law 

issues implicated in Ponzi scheme liquidation proceedings (as this Court has been experiencing 

                                                 
53  Robbins, 964 F.2d at 345. 
54  C.F. Trust, 306 F.3d at 138 (acknowledging that “some courts and commentators have suggested that in a 
true outsider reverse veil-piercing case, a plaintiff also must prove that no innocent third party, such as a third-party 
creditor or shareholder, would suffer harm or prejudice as a consequence of reverse veil-piercing”); Rauch, at *4 
(acknowledging that “even if a North Carolina court permitted reverse veil-piercing on the facts alleged . . . , that 
court might require proof that no innocent third party, such as a third-party creditor or shareholder, would suffer 
harm or prejudice as a consequence of reverse veil-piercing). 
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first hand); bankruptcy courts are better suited than other courts to assess claims made against 

this specialized backdrop.  As the Court has previously observed: 

If any of you are not thirty-year bankruptcy lawyers and finding this all 
bewildering and confusing, be assured that, even from the perspective of those 
with experience, it is. . . . It’s about as complex as you can imagine for a legal 
dispute. . . .55 

[T]he theories and the processes may not be identical if this were a one-on-one 
fight in state court . . . .  Bankruptcy is a marshaling process and everyone’s rights 
get modified to a certain extent to make the system work.56 

The liquidation of the amount of Salamone’s claim is a prime example of what the Court was 

referring to.  Outside of bankruptcy, Salamone would have a contract claim (and possibly other 

claims) against both TSI and Siskey that would be liquidated to an amount presumably equal to 

all outstanding principal and interest due under Salamone’s notes.  Inside of bankruptcy, the 

amount of Salamone’s claim against TSI is limited by the Net Investment Method (and arguing 

alter ego would not change that).  Had Salamone received relief from stay to liquidate his claim 

against TSI in state court, then Salamone might have returned to this Court with a liquidated 

judgment in an amount larger than what has actually been determined by the Court.  Under this 

hypothetical, if the Court then decided to restrict Salamone’s claim based on the Net Investment 

Method, the whole state court exercise would have been entirely moot. 

The expertise of the Court is needed.  At the very least, the Stone Street Claims are not 

claims that require any special expertise of another court, like the cases cited by the Motion 

involving domestic law issues, RICO claims, and sexual harassment torts.57 

                                                 
55 . See D.E. 133 (00:53:05–00:54:02). 
56  See D.E. 133 (00:57:25–00:57:50). 
57  See Robbins, 964 F.2d at 343–44 (involving an equitable distribution proceeding); In re Xinergy Ltd., 2015 
WL 3643418, at *1 (Bankr. W.D. Va. 2015) (involving sexual harassment claims); In re Chatkin, 465 B.R. 54, 57 
(Bankr. W.D. Pa. 2012) (involving RICO claims); In re Secrest, 453 B.R. 623, 625–26 (Bankr. E.D. Va. 2011) 
(involving a divorce proceeding). 
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3. Judicial Economy Does Not Favor Litigating the Stone Street Claims in State Court 

a. The State Court Action Did Not Precede this Case 

There is little or no precedent for lifting the stay to initiate state court litigation—as 

opposed to continuing with pending state court litigation—against a bankrupt debtor.  Not only 

does all of the case law cited in the Motion involve litigation pending against a debtor on the 

petition date, all of those cases (except one or two) involved situations where discovery had been 

completed and the litigation was at, or on the eve of, trial when the petition was filed.58  Notably, 

the Robbins three-factor test relied on by the Motion assumes that there is “pending litigation,” 

and the Robbins opinion (and the Motion) refers to the portion of the Senate Report 

accompanying the Bankruptcy Reform Act of 1978 that talks about allowing litigants to go back 

to “their chosen forum.”59  This situation is distinguishable. 

There was no litigation against the Ponzi Debtors pending on the petition date.60  The 

Stone Street Claimants did not file the initial Stone Street Complaint until the same day that they 

filed their proofs of claim in this Case.  The initial Stone Street Complaint does not name the 

Ponzi Debtors as defendants, nor did the Stone Street Claimants seek relief from stay to sue the 

                                                 
58  See Robbins, 964 F.2d at 343–44 (bankruptcy petition filed after trial but before the judgment was entered); 
In re Wiley, 288 B.R. 818, 821 (8th Cir. B.A.P. 2003) (bankruptcy petition filed after discovery was complete and 
trial had been scheduled); In re American Spectrum Realty, Inc., 540 B.R. 730, 742 (Bankr. C.D. Cal. 2015) 
(bankruptcy petition filed after state court action had been pending for two years and ready for trial); Xinergy, at *3 
(bankruptcy petition filed after discovery was “substantially complete” in two separate lawsuits, one set for trial but 
one not); Chatkin, 465 B.R. at 58 (bankruptcy petitions filed after multiple extensions of the answer deadline, but 
before answers were filed); Secrest, 453 B.R. at 26 (bankruptcy petition filed four days before trial); In re Joyner, 
416 B.R. 190, 191–93 (Bankr. M.D.N.C. 2009) (unclear from opinion when bankruptcy petition was filed in relation 
to the state court litigation); In re Marvin Johnson’s Auto Service, Inc., 192 B.R. 1008, 1013 (Bankr. N.D. Ala. 
1996) (bankruptcy petition filed after discovery was complete and trial had been scheduled). 
59  See Robbins, at 345; Motion, at 5–6. 
60  In the only case the Trustee located within the Fourth Circuit that involved a creditor seeking relief from 
stay to initiate a state court proceeding (In re White), the Court warned that “there are different considerations which 
enter into the analysis when an individual seeks relief merely to proceed with pending litigation than when he seeks 
relief to initiate and fully prosecute the same.”  White, 410 B.R. at 202.  With respect to pending litigation situations, 
the movant will be more prejudiced absent stay relief because the “parties have already ‘invested’ heavily into the 
outcome of the [state court] litigation.”  Id.  Courts should be “more careful” about granting relief from stay when 
there is no pending state court action against the debtor.  See id. 
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Ponzi Debtors in state court before, or contemporaneously with, filing the Stone Street 

Complaint.  In other words, there is no “pending litigation” as contemplated in Robbins, and the 

Stone Street Claimants’ “chosen forum”—within the meaning of the Senate Report—is this 

Court. 

When assessing whether judicial economy favors litigation in state court instead of the 

bankruptcy court, the following factors should be considered: 

It is relevant if the state court action is “well advanced” and “ready for trial,” 
including whether the parties have completed discovery, a trial date has been set, 
or the court has issued preliminary rulings.61 

The Stone Street Claimants’ state court litigation is not well advanced, is not ready for trial, has 

not even entered into the discovery phase, has not been scheduled for trial, and has not issued 

any preliminary rulings, at least not with respect to the Ponzi Debtors.  Judicial economy does 

not favor relief from stay in these circumstances. 

In addition, unlike the cases they rely on for authority,62 the Stone Street Claimants are 

using the state court litigation to delay resolution of their claims, not expedite them.63  The cases 

they rely on involved litigation at the trial phase64; not only has the state court litigation here not 

reached discovery phase, but also (six months into the case) most of the defendants have not 

even filed answers yet.  Whereas the cases they rely on involved plaintiffs anxious to have their 

claims litigated expeditiously, the Stone Street Claimants seek to delay litigation of the Stone 

Street Claims at every step.  In response to the Claims Report, the Stone Street Claimants asked 

                                                 
61  Ivester v. Miller, 398 B.R. 408, 428 (M.D.N.C. 2008). 
62  See supra n. 58. 
63  Indeed, it is usually the debtor or the trustee seeking to delay a resolution of the claims on the merits.  See, 
e.g., American Spectrum, 540 B.R. at 739 (noting that the debtor was not ready for trial and needed more time to 
focus on drafting the plan and disclosure statement). 
64  See Robbins, 964 F.2d at 343–44; Wiley, 288 B.R. at 821; American Spectrum, 540 B.R. at 742; Xinergy, at 
*3; Secrest, 453 B.R. at 26; Marvin Johnson’s, 192 B.R. at 1013. 
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for an indefinite continuance of the Court’s resolution of the Stone Street Claims.65  When the 

Trustee served the Stone Street Claimants with discovery requests, the Stone Street Claimants 

turned around and filed the Motion.66 

Seeking stay relief to prolong litigation is inappropriate.67  Similarly, seeking relief from 

stay to file a state court action that was not already pending on the petition date contravenes the 

bankruptcy policy of expedient claims resolution in a single forum, and has little, if any, support 

in the case law. 

b. The State Court Action will Unduly Delay the Administration of this Case 

Again, the Trustee seeks a reasonably swift resolution of the Stone Street Claims.  

Fearing that the Court might actually do that, the Stone Street Claimants filed the Motion.  There 

are currently four defendants named in the Amended Stone Street Complaint; the Stone Street 

Claimants want to add four more.  The factual and legal issues involved in imposing liability on 

MetLife or Mrs. Siskey are distinct from, and infinitely more complex than, the factual and legal 

issues necessary to resolve the Stone Street Claims.  It will necessarily take longer to litigate in 

state court all the issues involved in resolving the claims asserted in the Proposed Second 

Amended Stone Street Complaint against MetLife, Mrs. Siskey, Siskey’s decedent’s estate, 

Siskey Industries, LLC, and the Ponzi Debtors than it will to resolve the Stone Street Claims in 

this Court—the forum chosen by the Stone Street Claimants themselves. 

                                                 
65  See D.E. 133 (01:04:00–01:05:45). 
66  Accord D.E. 199-1, at 4–5 of 6. 
67  A common theme through the case law is that the plaintiff-movant seeks relief from stay to move rapidly 
resolve their claims, not to delay adjudication.  See, e.g., Wiencko v. Ehrlich (In re Wiencko), 99 Fed.App’x 466, 469 
(4th Cir. 2004) (affirming the district court’s order retroactively lifting stay when petition was filed after trial but 
before judgment was entered, such that “the final order of judgment was ‘only a formality’ ”); In re Horn, 2012 WL 
1978287, at *3 (Bankr. M.D.N.C. Jun. 1, 2012) (granting relief from stay where “a significant portion of discovery 
has already been conducted in the state court action” and “stall[ing] the discovery process and possibly 
jeopardiz[ing] some of the work that has already been done would unnecessarily burden” the movant). 
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More than a half year into that state court litigation and the discovery phase is yet to 

begin as most of the answers have not been filed.  Meanwhile, the Stone Street Claims (asserting 

an amount equal to 40% of the total claims pool in this Case) hinder any interim distribution or 

global resolution seeking to put money back in the hands of the true victims.  The primary 

purpose of the Motion is delay; the Court should not sanction such obstructionist litigation 

tactics. 

c. Unnecessary Increased Administrative Expenses for the Bankruptcy Estates 

Similarly, the costs of forcing the Trustee to participate in the Stone Street Claimants’ 

state court litigation against MetLife, Mrs. Siskey, Siskey’s decedent’s estate, and Siskey 

Industries, LLC would unnecessarily increase costs to the Ponzi Debtors’ bankruptcy estates.  

The Proposed Second Amended Stone Street Complaint demands a jury trial.68  The amount of 

witnesses to depose, and documents to review, increase exponentially when comparing proving 

claims against the Ponzi Debtors versus proving claims against MetLife and Mrs. Siskey.  Also, 

the Trustee might need to hire an additional law firm to represent the Ponzi Debtors’ bankruptcy 

estates against the Stone Street Claimants in state court. 

Specifically, whereas the Trustee estimates that it would cost the Ponzi Debtors’ 

bankruptcy estates between $50,000–$100,000 to litigate all facets of the allowance of the Stone 

Street Claims in bankruptcy court,69 the Trustee estimates that it would cost the Ponzi Debtors’ 

bankruptcy estates between $150,000–$300,000 (or more) to litigate all facets of the allowance 

of the Stone Street Claims in state court.70 

                                                 
68  D.E. 199-4, page 2 of 42. 
69  Grier Affidavit, at ¶ 26. 
70  Grier Affidavit, at ¶ 27. 
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In the Motion, the Stone Street Claimants argue that, whether or not the Ponzi Debtors 

are named defendants, the state court action “will invariably require that the Trustee participate 

in discovery . . . by answering subpoenas and perhaps submitting to depositions.”71  This 

allegation is far from true.  The Trustee and his professionals lack any direct personal knowledge 

of the facts underlying the Proposed Second Amended Stone Street Complaint, negating the need 

for any depositions of the Trustee and his team.  The Ponzi Debtors’ records are under the 

possession and control of Mrs. Siskey, to which the Trustee and S.E.C. merely have access.  

There is no need for the Trustee to participate in the state court discovery process absent entry of 

an Order granting the Motion.  There will be substantially increased discovery costs for the 

bankruptcy estates if the Motion is granted. 

d. Less than All of the Issues May be Resolved in the State Court 

The only justifiable way the Motion could even been remotely consistent with the Code is 

if any favorable state court judgment obtained by the Stone Street Claimants be enforced only 

through the bankruptcy claims allowance and distribution process.  Therefore, the state court will 

necessarily be unable to resolve all (or, arguably, most) of the issues attendant to the Stone Street 

Claims, many of which are discussed above.  In reality, the Motion seeks to litigate the Stone 

Street Claims in the reverse order contemplated by the federal or North Carolina rules of civil 

procedure.  The Stone Street Claimants seek to have a damages trial in state court and then return 

to this Court to resolve whether their claims are allowable in the first place.  This approach does 

not serve judicial economy; if the claims have no legal (or, more accurately, equitable) 

foundation, then there is no need to waste time on a damages trial. 

                                                 
71  See D.E. 199, at 9. 
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The jurisdictional questions identified in the Motion are irrelevant to this analysis.  No 

one seeks to litigate the Stone Street Claimants’ claims against MetLife, Mrs. Siskey, or Siskey’s 

decedent’s estate before this Court.  The Motion seems to assume that the Stone Street Claimants 

have some sort of unbridled right to litigate all of these claims in a single forum.  They have no 

such right.  Even if they did, the Stone Street Claimants would have waived such a right by 

opting to bifurcate the Stone Street Complaint and the Stone Street Claims between the state 

court and this Court, respectively. 

e. No Risk of Inconsistent Verdicts 

Although the Motion argues that lifting the stay serves judicial economy by avoiding any 

risk of inconsistent verdicts, there is no risk of inconsistent verdicts in these circumstances.  As 

explained above, establishing the amount of the Stone Street Claims depends on a balancing of 

the equities of the Case.  Therefore, the state court could hold Siskey’s decedent’s estate liable to 

the Stone Street Claimants for one amount and the Court could establish the Stone Street Claim 

to be a different amount based on the unique equities of this Case; those verdicts would not be 

inconsistent because different equities are involved in assessing the different claims, which are 

also based on different legal theories. 

4. Even if Allowed, the Stone Street Claims are Subject to Equitable Subordination 

As indicated above, whether a claim might be subject to equitable subordination is a 

common consideration in assessing whether to grant leave to litigate the claim in state court.72  

There are several reasons why the Stone Street Claims could be equitably subordinated. 

First, because the Life Ins. Proceeds—the primary asset of the Ponzi Debtors’ bankruptcy 

estate—are subject to a constructive trust in favor of the investor victims, non-investor claims 

                                                 
72  See, e.g.; Sonnax, 907 F.2d at 1286 (acknowledging equitable subordination as a consideration); Groover, 
411 B.R. at 464 (same); White, 410 B.R. at 198 (same). 
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should be equitably subordinated to the extent of any distribution out of those funds.  A good 

example of this principle comes out of the U.S. Bankruptcy Court for the Eastern District of 

Virginia.73  In that case, the debtor had operated a fraudulent pyramid investment scheme prior to 

bankruptcy.74  Most of the funds available to the chapter 7 trustee were “fraudulently obtained,” 

though no single victim could trace his or her investment to those funds.75  The Internal Revenue 

Service argued that the funds were property of the bankruptcy estate upon which the government 

had a lien or other priority interest.76  The investor-victims, on the other hand, argued that the 

funds in the estate were subject to a constructive trust for their benefit and not subject the 

government’s priority interest.77  The court held that, even though precise tracing was 

impossible, all of the funds connected to the fraud were “property of the . . . class of investors 

and are not subject to any lien of the Internal Revenue Service.”78  The same concepts should 

apply here.  The Life Ins. Proceeds should be contributed first to make the investor victims 

whole, and the Stone Street Claims, if allowable, must be equitably subordinated and otherwise 

junior with respect to any distribution coming from the Life Ins. Proceeds. 

Second, there may be grounds to equitably subordinate the Stone Street Claims based on 

Stone Street Claimants’ own inequitable or fraudulent conduct,79 especially considering the close 

proximity between the Stone Street Claimants and Siskey while Siskey was conducting the Ponzi 

Scheme, the substantial overlap between the Ponzi Debtors’ investors and Stone Street’s 

                                                 
73  See generally Brown v. Friedman (In re Johnson), 80 B.R. 791 (Bankr. E.D. Va. 1987). 
74  Johnson, 80 B.R. at 792. 
75  See Johnson, 80 B.R. at 799. 
76  See Johnson, 80 B.R. at 798. 
77  See Johnson, 80 B.R. at 798. 
78  Johnson, 80 B.R. at 800. 
79  See In re ASI Reactivation, Inc., 934 F.2d 1315, 1321 (4th Cir. 1991). 
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investors, and other benefits likely received by the Stone Street Claimants by closely associating 

themselves with Siskey during the Ponzi Scheme.80 

Third, every other creditor holding an allowed claim against the Ponzi Debtors’ 

bankruptcy estates has an allowed claim based exclusively on the “Net Investment Method” and 

not for any additional damages caused by Siskey’s Ponzi Scheme.  The Stone Street Claimants 

seek disparate treatment of the Stone Street Claims, each of which would be $0.00 under the Net 

Investment Method.81  To the extent the Stone Street Claims could be allowed, they are not 

similarly-situated to the other claimants and should be junior with respect to any distributions in 

this Case, especially distributions coming from the Life Ins. Proceeds. 

5. Prohibition on Enforcement of State Court Judgment 

The Motion argues that, if the stay is lifted, the Ponzi Debtors’ bankruptcy estates will be 

protected by the Court requiring the Stone Street Claimants to enforce any judgment through the 

bankruptcy claims allowance and distribution process.  As explained above, this is incorrect. 

Again, using Salamone as an example, if Salamone had received relief from stay, then 

Salamone would have received a judgment in a vastly larger liquidated amount in state court, 

where the equities of this Case are not at the forefront.  If Salamone thereafter pursued 

enforcement of that judgment in this Case, then one of two outcomes would have occurred, 

either: (a) the Court would have honored the judgment contrary to bankruptcy law but consistent 

with res judicata; or (b) the Court would have reassessed the amount of Salamone’s claim based 

on the Net Investment Method, thereby rendering stay relief and the state court litigation a 

complete waste of time, energy, and money. 

                                                 
80  See Grier Affidavit, at ¶¶ 12–14. 
81  Each of the Stone Street Claims is based purely on alleged reputational or loss of business damages 
proximately caused by Siskey’s Ponzi Scheme. 
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Keeping in mind that the Stone Street Claims are rooted solely in equity, the Motion 

implicates the same issues as the foregoing Salamone hypothetical.  If the Stone Street Claimants 

receive relief from stay, then the Stone Street Claimants might receive a judgment in a vastly 

larger liquidated amount in state court, where the equities of this Case are not at the forefront.  If 

the Stone Street Claimants thereafter pursue enforcement of that judgment in this Case, then one 

of two outcomes will occur, either: (a) the Court honors the judgment contrary to the equities of 

this Case but consistent with res judicata; or (b) the Court will reassess the amount of the Stone 

Street Claims based on the applicable equities, thereby rendering stay relief and the state court 

litigation a complete waste of time, energy, and money. 

The simpler, quicker, fairer, and cheaper path to resolve the Stone Street Claims is to rely 

on the claims resolution process in bankruptcy. 

C. HARDSHIPS OF LITIGATING STONE STREET CLAIMS IN BANKRUPTCY COURT 

The Trustee admits that the Stone Street Claimants might experience a slight increase in 

cost and other burdens by having to litigate against MetLife, Mrs. Siskey, the Siskey decedent’s 

estate, and Siskey Industries, LLC in one forum but against the Trustee in another forum.  

However, the Motion severely exaggerates the degree of such an increase in burden. 

No one has seriously disputed that Siskey operated the Ponzi Scheme through the Ponzi 

Debtors.  The only other factual issue presented in the Stone Street Claims is the amount of 

damages the Stone Street Claimants suffered that were proximately caused by the Ponzi Scheme.  

The remaining issues are legal in nature and unique to the Ponzi Debtors (in comparison to the 

other defendants).  The evidence supporting the Stone Street Claimants’ damage calculations are 

necessary to resolve both (i) the claims against Siskey’s decedent’s estate and (ii) the claims 

against the Ponzi Debtors.  Therefore, even though the Stone Street Claimants have to compile 
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and produce those documents in this Case, they are also going to have to produce those 

documents in the state court litigation anyway.  Likewise, to the extent the Stone Street 

Claimants are relying on expert opinions to demonstrate their damages against Siskey’s 

decedent’s estate and the Ponzi Debtors, the Trustee is more than willing to coordinate any 

depositions of those experts with the administrator of Siskey’s decedent’s estate to minimize any 

unnecessary duplication of effort. 

Bearing in mind that the Stone Street Claimants chose to bifurcate claims between two 

fora,82 whatever minimal burdens the Stone Street Claimants might experience in litigating the 

Amended Stone Street Complaint in state court and the Stone Street Claims in this Court are 

outweighed by the increased costs and delay that would be imposed on the Ponzi Debtors’ 

bankruptcy estates if the Motion is granted. 

IV. CONCLUSION 

For the reasons set forth above, the Court should deny the relief requested in the Motion 

and should sustain the Objection. 

 This is the 4th day of April, 2018. 

  /s/ Michael L. Martinez     
Joseph W. Grier, III (N.C. Bar No 7764) 
Anna S. Gorman (N.C. Bar No 20987) 
Michael L. Martinez (N.C. Bar No. 39885) 
Grier Furr & Crisp, PA 
101 North Tryon Street, Suite 1240 
Charlotte, NC 28246 
Phone:  704/375.3720; Fax:  704/332.0215 
Email:  mmartinez@grierlaw.com 
 
Attorneys for Joseph W. Grier, III, Trustee 

                                                 
82  Even assuming that relief from stay is not mandatory in order to pursue claims against an alleged alter ego 
of a bankruptcy debtor, the Stone Street Claimants could have sought relief from stay to include the Ponzi Debtors 
as defendants prior to filing the Stone Street Complaint or the Amended Stone Street Complaint.  The Stone Street 
Claimants received sufficient notice of any filing deadlines imposed under state law. 
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