
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 

 
OBJECTION 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 objects to the relief requested in the Motion for Relief from the Automatic Stay (D.E. 199) 

filed in this Case on March 23, 2018 (the “Motion”) and, in support hereof, respectfully 

represents as follows: 

INTRODUCTION 

1. Through the Motion, Rick Siskey’s former partners2 seek to delay, and unduly 

increase the costs of, the administration of this Case.  Thrusting the bankruptcy estates into state 

court litigation that is likely heading for a jury trial on a multitude of issues that have little or 

nothing to do with the movants’ claims in this Case would substantially burden the bankruptcy 

estates without much benefit to the movants.  As indicated herein, granting the Motion is 

especially inappropriate under these circumstances because, among other reasons, an analysis of 

bankruptcy law concepts is necessary to liquidate the amount of movants’ claims, the movants’ 

claims have very little chance of success on the merits, and the movants selected this Court as 

                                                 
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  Referring to Siskey as their “partner” is terminology used by the Stone Street Claimants in the Stone Street 
Complaint.  See, e.g., Proof of Claim numbers 87–89 in this Case, ¶¶ 44–50 of the Stone Street Complaint. 
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 2

their forum of choice.  A balancing of the benefits and burdens involved in this Case should lead 

the Court to deny the relief requested in the Motion. 

FACTUAL AND PROCEDURAL BACKGROUND 

INITIATION OF THE BANKRUPTCY CASE 

2. On January 27, 2017, an involuntary bankruptcy petition pursuant to chapter 7 of 

the United States Bankruptcy Code, 11 U.S.C. §§ 101 et seq. (the “Code”), was filed against TSI 

Holdings, LLC (“TSI”), initiating the above-captioned lead case.3  On February 2, 2017, the 

Court held an emergency hearing on the petitioning creditors’ emergency motion to appoint an 

interim trustee for TSI.4  On February 8, 2017, the Court entered an Order appointing the 

Trustee.5  An Order For Relief was subsequently entered on February 22, 2017.6  Similar 

involuntary petitions, emergency motions, orders for relief, and orders appointing the Trustee 

were filed and entered against WSC Holdings, LLC (“WSC”), SouthPark Partners, LLC (“SPP,” 

and collectively with TSI and WSC, the “Ponzi Debtors”), and Sharon Road Properties, LLC 

(“SRP”).7 

THE PONZI SCHEME 

3. Evidence presented to the Court in the motion to appoint an interim trustee for 

TSI, including an affidavit of FBI Special Agent Timothy Darin Stutheit, indicated that Rick 

Siskey (“Siskey”), prior to his death on December 28, 2016, operated TSI as part of a Ponzi 

scheme (the “Ponzi Scheme”).8  Based on the Debtors’ records, and other evidence, the Trustee 

                                                 
3  D.E. 1. 
4  D.E. 5. 
5  D.E. 17. 
6  D.E. 32. 
7  The Court authorized the joint administration of the four cases on May 23, 2017.  D.E. 63. 
8  D.E. 5. 
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and his professionals are of the opinion that TSI, WSC, and SPP were each operated as part of 

the Ponzi Scheme.9  Further, six investors who Siskey qualified as “Outside Investors” in SRP 

(the “Outside Investors”) were also part of the Ponzi Scheme.10 

4. Statements sent to investors either as directed by Siskey and/or by a self-directed 

retirement account custodian (which in turn relied on reports from Siskey) reflecting values for 

TSI, WSC, SPP, and SRP (regarding the Outside Investors) did not accurately reflect the actual 

value of any investment.11  Rather, the balances provided to investors were totally fictitious and 

not based upon any actual investment or holding.12  Interest rates reflected in the statements or 

otherwise promised to investors appear to have been picked arbitrarily and not tied to any actual 

investment.13  Indeed, the investments held by the Ponzi Debtors were nominal in comparison 

the money invested into those entities.14 

5. Furthermore, Siskey credited certain investors who contributed cash into deposit 

accounts owned by two investment funds known variously15 as Premier Funds One, LLC and 

Premier Funds II, LLC (collectively, the “Premier Fund”) with “rollover” investments in SPP 

and/or SRP (as an Outside Investor), even though no cash was actually contributed to deposit 

accounts owned by the debtor entities with respect to those “rollover” amounts.16  Although it 

                                                 
9  See Affidavit of Joseph W. Grier, III, attached hereto as Exhibit A and incorporated herein by reference (the 
“Grier Affidavit), at ¶ 5. 
10  Grier Affidavit, at ¶ 6. 
11  Grier Affidavit, at ¶ 7. 
12  Grier Affidavit, at ¶ 7. 
13  Grier Affidavit, at ¶ 7.  For example, investors in TSI were promised interest rates from 3.25% to 9.5%; 
investors in WSC were promised interest rates from 2% to 10%; investors in SPP were promised interest rates from 
3.25% to 8.25%; and the Outside Investors in SRP were promised interest rates from 2% to 8.25%. 
14  Grier Affidavit, at ¶ 7. 
15  Additional names used by Siskey for the Premier Funds include “The Premier Fund,” “Premier Fund, 
LLC,” “Premier Fund I, LLC,” “Premier One,” “Premier Fund One, LLC” “Premier Two,” “Premier Fund II, LLC.” 
16  Grier Affidavit, at ¶ 8. 
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pre-existed the Ponzi Debtors as the primary medium of Siskey’s fraud, the Trustee believes that 

the Premier Fund was part of the Ponzi Scheme.17 

THE CLAIMS REPORT 

6. On November 1, 2018, the Trustee filed the Trustee’s First Omnibus Report of 

Claims, Objections to Claims, and Recommendations Regarding Claims as to TSI Holdings, 

LLC, WSC Holdings, LLC, SouthPark Partners, LLC, and Sharon Road Properties, LLC 

(D.E. 112) (the “Claims Report”).18  In general, the Claims Report recommends that the Court 

allow claims against the Ponzi Debtors based on the “Net Investment Method,” (i.e., crediting 

the amount of cash deposited by an investor less any cash paid to the investor, regardless of 

whether the payments were categorized as a return of principal, profits, interest, or anything else 

at the time they occurred) (the “Net Investment Method”).19  Notwithstanding the general 

application of the Net Investment Method, the Trustee’s proposal in the Claims Report varied 

from a basic “money in, money out” calculation in certain ways.20 

7. First, the Claims Report proposed to allow SRP Outside Investor claims based on 

the Net Investment Method, but only as claims against the Ponzi Debtors, not SRP.21 

8. Second, the Claims Report applied the Net Investment Method to the Premier 

Fund investments, and credits the Premier Fund claimants with their outstanding net investment 

                                                 
17  Grier Affidavit, at ¶ 9. 
18  Duplicates of the Claims Report’s substantive text were filed in each of the above-captioned, jointly-
administered cases for clerical purposes.  The only difference in the various versions of the Claims Report is the 
“Exhibit A” attached thereto, which proposes treatment of claims submitted specifically against the debtor-entity in 
the corresponding bankruptcy case.  For purposes of this brief, the various versions will be referred to collectively as 
the “Claims Report.” 
19  See D.E. 112, at 6. 
20  See D.E. 112, at 6–9. 
21  See D.E. 112, at 6. 
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when the Premier Fund was rolled into the Debtors, even though no cash contributions in those 

amounts were made by the claimants directly to TSI, WSC, SPP, and/or SRP.22 

9. Among the various objections to the Claim Report, several objections are worth 

noting in the context of the Motion.  Andrew Peterson and John K. Kelly filed objections to the 

portion of the Claims Report that limited their claims against SRP based on their investments, 

arguing that Siskey had defrauded them (including by misrepresenting to the true value of SRP) 

and otherwise breached SRP’s operating agreement, such that their claims should be increased to 

account for those additional damages (together, the “Peterson/Kelly Objection”).23  In a different 

objection, Michael Salamone, whose investments in the Ponzi Debtors were evidenced by 

promissory notes guaranteed by Siskey,24 argued that application of the Net Investment Method 

to his claim was inappropriate and that he should have a claim for all interest and principal as 

provided in the promissory notes (the “Salamone Objection”).25  In yet another objection, Adam 

Goulet sought allowance of claim amount in excess of his net investment based on other 

damages suffered as a result of the Ponzi Scheme, including various tax penalties (the “Goulet 

Objection”).26 

10. In addition to the foregoing, the Claims Report proposes disallowance of the 

claims filed by Stone Street Partners, LLC, f/k/a Siskey Capital, LLC (“Stone Street”), Paul G. 

Porter (“Porter”), and Dawn E. King (“King,” and collectively with Stone Street and Porter, the 

“Stone Street Claimants”) as not being based on any sort of investment in any of the Ponzi 

                                                 
22  See D.E. 112, at 6–9. 
23  See D.E. 121 and 132. 
24  See Proof of Claim number 61 in this Case. 
25  See D.E. 127, at 2–5. 
26  See D.E. 122. 
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Debtors or SRP.27  The only evidence attached to the claims filed in this Case by the Stone Street 

Claimants (the “Stone Street Claims”) is a state court complaint filed by the Stone Street 

Claimants against Metropolitan Life Insurance Company, MSI Financial Services, Inc. (together 

with Metropolitan Life Insurance Company, “MetLife”), Diane M. Siskey (“Mrs. Siskey”), and 

Siskey’s decedent’s estate (the “Stone Street Complaint”).28  None of TSI, WSC, SPP, or SRP 

are named as defendants in the Stone Street Complaint.29  Similarly, the Stone Street Complaint 

alleges no facts evidencing any sort of relationship between Stone Street Claimants and TSI, 

WSC, SPP, and/or SRP, other than the fact that the Stone Street Claimants were affiliates or 

partners with Siskey and that Siskey was operating a Ponzi Scheme through these entities.30 

11. On November 30, 2017, Stone Street Claimants filed a response to the Claims 

Report (D.E. 126) (the “Stone Street Claims Report Response”).31  The Stone Street Claims 

Report Response argues that defrauded investors were not the only victims of Siskey’s 

malfeasance and that the Stone Street Claimants should have allowed claims based on alleged 

injuries suffered by the Stone Street Claimants as a result of Siskey’s Ponzi Scheme.32  Also, the 

Stone Street Claims Report Response clarifies that:  (i) the factual basis for the Stone Street 

Claims is the Stone Street Complaint’s allegations; and (ii) the legal theory purportedly 

justifying allowance of the Stone Street Claims is that the Ponzi Debtors were the 

instrumentalities through which Siskey perpetuated the Ponzi Scheme.33  Furthermore, the Stone 

Street Claims Report Response discloses that the monetary amounts sought by the Stone Street 
                                                 
27  See D.E. 112-1, at 2–3. 
28  See Proof of Claim numbers 87–89 in this Case. 
29  See id. 
30  See id. 
31  See D.E. 126. 
32  See D.E. 126, at 2. 
33  See D.E. 126, at 1–2. 
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Claimants from the bankruptcy estates in this Case are based on damages to “their professional 

reputations.”34 

12. Given the number of claimants affected and number of nuanced legal issues 

implicated, the Claims Report resulted in five (5) hearings35 and nine (9) orders (collectively, the 

“Claims Order”).36  During the initial Claims Report hearing on December 11, 2017, the Stone 

Street Claimants’ counsel and the Trustee agreed to continue resolution of the Stone Street 

Claims off-docket for an indefinite period of time.37  In addition, the Court 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.  A Ponzi scheme case is difficult to manage in bankruptcy 
to begin with; here we have four Ponzi scheme cases, all related to one another.  
And, add to that, a decedent’s estate that operates in a different court and under 
different rules and the monies—the substantial monies—not in the possession of 
the bankruptcy trustee, but instead being held as insurance proceeds by a non-
debtor, and with other claims being asserted in state court.  It’s about as complex 
as you can imagine for a legal dispute.38 

. . . I’m simply saying that the theories and the processes may not be identical if 
this were a one-on-one fight in state court between the investor and the other 
party.  Bankruptcy is a marshaling process and everyone’s rights get modified to a 
certain extent to make the system work.39 

13. The Claims Order makes the following findings and conclusions: 

“that funds transferred by the Outside Investors and the Premier Fund Claimants 
were not deposited into one of the Debtors’ bank accounts despite the belief and 
understanding of these claimants”40; 

                                                 
34  See D.E. 126, at 2. 
35  The Claims Report hearings were held on December 11, 2017, January 8, 2018, January 24, 2018, 
February 5, 2018, and March 12, 2018. 
36  See D.E. 134, D.E. 69 (in the WSC case), D.E. 67 (in the SPP case), D.E. 61 (in the SRP case), D.E. 138, 
D.E. 152, D.E. 176, D.E. 177, and D.E. 194. 
37  See D.E. 133 (01:04:00–01:05:45). 
38  See D.E. 133 (00:53:05–00:54:02). 
39  See D.E. 133 (00:57:25–00:57:50). 
40  See D.E. 176, at 2; D.E. 177, at 6. 
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“Section 502 of the Bankruptcy Code only allows claims that are enforceable 
against a debtor or property of a debtor in bankruptcy”41; 

“Premier One, LLC, Premier II, LLC and Rick Siskey are not debtors before this 
Court”42; 

“[t]he Responses filed by Mr. Peterson (D.E. 121) and Mr. Kelly (D.E. 132) are 
. . . overruled”43; 

“[t]he Response[] of . . . Michael Salamone (“Salamone”) (D.E. 127) [is] 
overruled as it would be inequitable to rely upon false papers, including written 
promissory notes, to afford different treatment for claimants in a Ponzi scheme”44; 

“[t]he Response[] of . . . Adam Goulet (D.E. 122) [is] overruled at this 
juncture”45; and 

“[t]his order is without prejudice to the Responses filed by Stone Street Partners, 
Dawn E. King and Paul Porter.”46 

THE STONE STREET COMPLAINT 

14. This Case was initiated on January 27, 2017.47  The Stone Street Complaint was 

filed on August 22, 2017, the same day that the Stone Street Claims were filed in this Case.48  

The Stone Street Claimants did not seek or obtain relief from the automatic stay in this Case 

prior to filing the Stone Street Complaint.49 

                                                 
41  See D.E. 176, at 3; D.E. 177, at 6. 
42  See D.E. 176, at 3; D.E. 177, at 6. 
43  See D.E. 177, at 4. 
44  See D.E. 177, at 5. 
45  See D.E. 177, at 5. 
46  See D.E. 177, at 5. 
47  D.E. 1. 
48  See Proof of Claim numbers 87–89 in this Case. 
49  Again, not only were none of TSI, WSC, SPP, or SRP named as defendants in the Stone Street Complaint, 
but also the Stone Street Complaint alleges no facts evidencing any sort of relationship between the Stone Street 
Claimants and TSI, WSC, SPP, and/or SRP. 
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15. Among the various allegations in the Stone Street Complaint (a copy of which is, 

again, the sole documentary evidence filed in support of the Stone Street Claim), the Stone Street 

Claimants, in describing Siskey’s fraud, alleged in Paragraph 18 that: 

Siskey maintained the files relating to the Siskey Ponzi schemes in locked 
cabinets housed in the office of his assistant Denise Rhodes.  As a result of this 
careful secrecy, Plaintiffs had no knowledge or reason to suspect that Siskey and 
his team were operating a Ponzi scheme or that the Ponzi Entities even 
existed.50 

Similarly, the Stone Street Complaint alleges in Paragraph 43 that Stone Street’s principal, 

Martin A. Sumichrast, “did not know anything about Rick Siskey’s illegal activities or 

Siskey’s Ponzi Entities” until December of 2016, mere weeks prior to the filing of this Case.51 

16. On January 22, 2018, the Stone Street Claimants filed an Amended Complaint, 

amending the Stone Street Complaint (the “Amended Stone Street Complaint”), a copy of which 

is attached to the Motion.52  The Stone Street Claimants did not seek or obtain relief from the 

automatic stay in this Case prior to filing the Amended Stone Street Complaint.53  The Amended 

Stone Street Complaint neither added TSI, WSC, SPP, or SRP as defendants nor included 

allegations evidencing any sort of connection between the Stone Street Claimants and TSI, WSC, 

SPP, and/or SRP (other than the fact that the Stone Street Claimants’ partner, Siskey, operated 

the Ponzi Scheme through these entities).54  The Stone Street Claimants have not amended the 

                                                 
50  See Proof of Claim numbers 87–89 in this Case, Attachment 1, page 7 of 49 (emphasis added).  The Stone 
Street Complaint defines “Ponzi Entities” as “The Premier Fund, LLC, Premier II, LLC, Sharon Road Properties, 
LLC, South Park Partners, LLC, Siskey Companies, Inc., WSC Holdings, LLC, TSI Holdings, LLC, and possibly 
others.”  See Proof of Claim numbers 87–89 in this Case, Attachment 1, page 6 of 49. 
51  See Proof of Claim numbers 87–89 in this Case, Attachment 1, page 16 of 49 (emphasis added). 
52  D.E. 199-2. 
53  See D.E. 199-2. 
54  See D.E. 199-2. 
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Stone Street Claims to reference the Amended Stone Street Complaint instead of the original 

Stone Street Complaint.55 

17. Regardless, the first substantive paragraph of the Amended Stone Street 

Complaint contains a clear and concise statement of the Stone Street Claims as follows: 

There is no doubt that during the 15 years leading up to his December 2016 
suicide, [Siskey] operated a massive Ponzi scheme which defrauded investors of 
over $35 million.  Although not investors in Siskey’s Ponzi scheme, Plaintiffs 
are nonetheless victims.  As a result of Siskey’s financial crimes, and the 
concealment of his illegal activities, Plaintiffs have suffered substantial 
monetary losses, as well the loss of their businesses and professional 
reputations.56 

Even a cursory review of the Amended Stone Street Complaint (or the original Stone Street 

Complaint) reveals that the Stone Street Claimants damages are based on (i) Siskey’s operation 

of the Ponzi Scheme and (ii) the Stone Street Claimants’ close connection to Siskey. 

18. As stated above, the Stone Street Claims identify Siskey as the Stone Street 

Claimants’ partner.57 

19. 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 Debtors58; (b) there were cross-

marketing efforts between the Ponzi Debtors and Stone Street59; (c) the Ponzi Debtors and Stone 

                                                 
55  See Proof of Claim numbers 87–89 in this Case.  While the Stone Street Claims have not been amended in 
accordance with the Amended Stone Street Complaint, the Amended Stone Street Complaint deleted the phrase 
“that the Ponzi [Debtors] even existed” appearing in paragraph 18 of the Stone Street Complaint. 
56  See D.E. 199-2, page 2 of 40 (emphasis added). 
57  See Proof of Claim numbers 87–89 in this Case, ¶¶ 44–50 of the Stone Street Complaint. 
58  Grier Affidavit, at ¶ 14. 
59  The unique proof of claim addendum that the Trustee asked claimants to fill out in this Case included a 
question about the individuals each investor spoke to about their investments in the Ponzi Debtors.  Several investor 
responses indicated that, when the investors met with Siskey to talk about Ponzi Debtor investments, the investors 
also spoke with Stone Street employees about investment opportunities.  See, e.g., Proof of Claim number 7 in this 
Case; Proof of Claim number 54 in this Case; Proof of Claim number 30 in the WSC case; Proof of Claim 
number 41 in the WSC case. 
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Street worked closely together on the fourth floor of the office building located at 4521 Sharon 

Road60; and (d) that Porter prepared legal documents, and otherwise performed legal work, for 

Siskey, Mrs. Siskey, and the Ponzi Debtors.61 

THE MOTION 

20. On March 15, 2018, the Trustee served requests for production of documents on 

counsel for the Stone Street Claimants.62  A week later, the Stone Street Claimants filed the 

Motion, seeking leave from this Court to seek leave from the state court to file a Second 

Amended Complaint, which is attached to the Motion (the “Proposed Second Amended Stone 

Street Complaint”) and to otherwise liquidate the Stone Street Claims in state court. 

21. The Proposed Second Amended Stone Street Complaint continues to aver that 

Siskey “operated a series of classic Ponzi schemes” through the Ponzi Debtors, but that the Stone 

Street Claimants “did not even discover” the Ponzi Debtors’ files until weeks prior to the filing 

of this Case.63  The Proposed Second Amended Stone Street Complaint similarly continues to 

assert that Siskey “used investor funds from the Ponzi Entities to pay the massive premiums” on 

Siskey’s life insurance policies and otherwise misappropriated funds invested in the Ponzi 

Debtors for his own use and enjoyment.64 

22. The primary new concept added to the Proposed Second Amended Stone Street 

Complaint is a cause of action against the Ponzi Debtors for “Reverse Piercing the Corporate 

                                                 
60  Grier Affidavit, at ¶ 12.  One example of the close relationship between Siskey’s operations and Stone 
Street’s is that Siskey’s assistant would send King a monthly invoice for $2,000.00 in “Management Consulting 
Fees,” which, on information and belief, reflected compensation to Siskey’s assistant for various administrative 
tasks.  Interestingly, when Siskey’s assistant sent King the November 2016 invoice, King responded:  “Thanks!  I 
verified the amount - so far, no orange suit, buddy.  Best, Dawn.” (emphasis added). 
61  Grier Affidavit, at ¶¶ 15–24. 
62  See D.E. 199-1, page 4 of 6.  These discovery requests were narrowly-tailored to enable the Trustee to 
assess the factual foundation for the Stone Street Claims, which total $26,383,847.00 in the aggregate. 
63  See D.E. 199-4, page 11 of 42. 
64  See D.E. 199-4, pages 15–18 of 42. 
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Veil.”65  Interestingly, within this Ninth Claim for Relief in the Proposed Second Amended 

Stone Street Complaint, the Stone Street Claimants admit that funds invested into the Ponzi 

Debtors “were immediately moved into accounts controlled by Rick and Diane Siskey” and that 

“[t]he Siskeys routinely utilized funds invested in [the Ponzi Debtors] to pay their personal 

expenses.”66  According to the Stone Street Claimants: 

The Ponzi [Debtors] were merely instrumentalities used by Siskey solely to 
perpetuate his fraudulent Ponzi scheme.  As such, the Ponzi Entities were a legal 
fiction and are jointly and severally liable for Siskey’s misdeeds.67 

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

CASE ADMINISTRATION 

23. Upon Siskey’s death, Mrs. Siskey, Siskey’s daughter, and two of Siskey’s former 

employees received an aggregate of approximately $49,525,000.00 in life insurance proceeds 

(the “Life Ins. Proceeds”).69  The primary asset of the Ponzi Debtors’ bankruptcy estates is a 

claim for the imposition of a constructive trust on the Life Ins. Proceeds, based on the theory 

that, because investor money deposited with the Ponzi Debtors was misappropriated to pay the 

life insurance premiums, the holders of bare legal title to the Life Ins. Proceeds have a duty to 

return to the Life Ins. Proceeds to the injured investors.70 

24. Also, prior to the initiation of this Case, Mrs. Siskey compiled all of the Ponzi 

Debtor’s electronic and paper records, processed those records, and produced those records to 

                                                 
65  D.E. 199-4, page 39 of 42. 
66  D.E. 199-4, page 39 of 42. 
67  D.E. 199-4, page 5 of 42 (emphasis added). 
68  D.E. 199-4, page 2 of 42. 
69  Grier Affidavit, at ¶ 10. 
70  Grier Affidavit, at ¶ 11. 
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the Trustee and the U.S. Securities and Exchange Commission (the “S.E.C.”).71  A substantial 

portion of those records were previously produced to the Stone Street Claimants’ counsel in the 

Fall of last year.72  Subject to any confidentiality or privilege concerns, the Trustee is prepared to 

produce all remaining documents in the Trustee’s possession to the Stone Street Claimants upon 

request.73 

25. 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.74  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.75 

26. The Stone Street Claims assert an amount equal to forty percent (40%) of the total 

claims pool in this Case.76  Based on the Trustee’s investigation at this time, there are not enough 

assets potentially available to the Ponzi Debtors’ bankruptcy estates to satisfy all claims in full if 

the Stone Street Claims are allowed.77  If the Stone Street Claims are disallowed, then making 

distributions totaling one hundred percent (100%) of the base claims in this Case (determined 

using the Net Investment Method) is a reasonable possibility.78 

                                                 
71  See Grier Affidavit, at ¶ 25. 
72  Grier Affidavit, at ¶ 25. 
73  Grier Affidavit, at ¶ 25. 
74  Grier Affidavit, at ¶ 26. 
75  Grier Affidavit, at ¶ 27. 
76  Grier Affidavit, at ¶ 28. 
77  Grier Affidavit, at ¶ 29. 
78  Grier Affidavit, at ¶ 29. 
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OBJECTION 

27. Pursuant to Section 362 of the Code, “[o]n request of a party in interest and after 

notice and a hearing, the court shall grant relief from the stay . . . (1) for cause.”  11 U.S.C. 

§ 362(d)(1). 

28. As set forth more fully in the Memorandum of law in Opposition to Motion for 

Relief From Stay filed contemporaneously herewith, cause does not exist to lift the stay on these 

facts for a variety of reasons, including, without limitation, that: 

(a) the Stone Street Claims are not likely to succeed on the merits because:   

(i) it is not equitable to allow reverse piercing of the corporate veil under 
these circumstances; 

(ii) reverse piercing of the corporate veil is not needed to prevent any sort 
of fraud on the Stone Street Claimants; 

(iii) allowing the Stone Street Claimants to reverse pierce the corporate 
veil would injure the true victims of the Ponzi Scheme;  

(iv) the bankruptcy estates have strong affirmative defenses, including in 
pari delicto, unclean hands, available legal remedies, and marshaling; and 

(v) allowing the Stone Street Claimants to reverse pierce the corporate veil 
would achieve absurd results; 

(b) an analysis of bankruptcy law is necessary to liquidate the amount of the Stone 
Street Claims (which are based solely in equity), including assessments of the 
equities in this Case and the effect on possible distributions to other creditors; 

(c) judicial economy does not favor granting the Motion because 

(i) the state court litigation did not precede this Case; 

(ii) the state court litigation will unduly delay the administration of this 
Case; 

(iii) granting the Motion will severely increase the costs of litigating the 
Stone Street Claims for the bankruptcy estates, whereas denying the 
Motion will only minimally increase litigation costs for the Stone Street 
Claimants; 
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(iv) less than all the issues necessary to resolve the Stone Street Claims 
may be determined in state court; and 

(v) there is no risk of inconsistent verdicts on these facts. 

(d) the Stone Street Claims are subject to equitable subordination; 

(e) requiring the Stone Street Claimants to return to this Court to enforce any 
judgment does not protect the bankruptcy estates because what could be totally 
(f) unnecessary time, energy, and money will have been irrecoverably expended 
whenever the matter returns to this Court (i.e., the Stone Street Claimants seek to 
try their claims in reverse order by first having a state court trial on damages and 
then returning to this Court to determine if the claims have any merit); and 

(g) the Stone Street Claimants will experience minimal hardship by litigating the 
Stone Street Claim before this Court, which happens to be their forum of choice. 

29. For the foregoing reasons (and others), the burdens that would be imposed on the 

Ponzi Debtors’ bankruptcy estates if the Motion is granted vastly exceed the burdens that would 

be imposed on the Stone Street Claimants if the Motion is denied. 

WHEREFORE, the Trustee respectfully prays that the Court will enter an Order: 

1) SUSTAINING this Objection; and 

2) Granting such other and further relief as may be just and proper. 

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 
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