
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 

 
REPLY TO LIMITED OBJECTION TO SETTLEMENT MOTION 

 
Joseph W. Grier, III, the duly-appointed trustee (the “Trustee”2) in this Case, through 

counsel, hereby files this Reply (this “Reply”) to the Objection to Ex Parte Order Establishing 

Briefing Schedule and Limited Response and Objection to the Trustee’s Motion for (I) Authority 

to Enter into Settlement and (II) Bar Order (D.E. 357) (the “Limited Objection”) filed by John 

K. Kelly, Paul Leite, Randy Reittinger, Dana Lemons, Herbert Lee Lemons, Andrew Peterson, 

Katherine S. Aldridge, James Aldridge, Adam Goulet, James Williams and William Van 

Williams, Donald B. Olin, Maria Spillars, James Overturf, Shelly Martin, Carolyn Crozier, 

Thomas J. Crozier, Jr., and Thomas J. Crozier, III, unsecured creditors and/or equity interest 

holders in this Case and/or the SRP Case (collectively, the “Kelly Creditors”), through counsel, 

and respectfully represents as follows: 

I. INTRODUCTION 

Other than the Limited Objection, no responses objecting to the relief requested in the 

Settlement Motion were filed in this Case.  No creditor has responded to the Settlement Motion 

to argue that the Settlement is not equitable, that the Settlement was not proposed in good faith, 

                                                 
1  These jointly administered cases are those of the following debtors:  TSI Holdings, LLC (“TSI”), Case No. 
17-30132 (the “TSI Case”); WSC Holdings, LLC (“WSC”), Case No. 17-30338 (the “WSC Case”); and SouthPark 
Partners, LLC (“SPP”), Case No. 17-30339 (the “SPP Case”). 
2  Capitalized terms not otherwise defined herein shall have the meanings prescribed in the Motion for 
(I) Authority to Enter into Settlement and (II) Bar Order (D.E. 349) filed by the Trustee on December 3, 2018 (the 
“Settlement Motion”). 
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or that the Settlement is not generally in the best interests of the bankruptcy estates and its 

creditors.3  Thus, the Settlement Motion should be granted pursuant to Bankruptcy Rule 9019. 

II. ARGUMENT 

The Limited Objection takes issue with a sole aspect of the Settlement:  the Trustee’s 

release of MetLife.  Specifically, the Kelly Creditors believe that “because the Settlement 

Motion misstates the binding effect [of the release] on the Creditors and directly contravenes the 

direction of this Court, as well as prior rulings by this and other courts, [the Settlement Motion] 

should be denied.”  The Kelly Creditors patently misunderstand both the intent of the Settlement 

Motion and the effect of any order authorizing the Trustee to enter into the Settlement. 

Through the Settlement Motion, the Trustee is not seeking to compel the release of 

third-party claims against MetLife.  Although each individual creditor has the voluntary 

option of releasing MetLife in exchange for an increased settlement distribution, the Trustee’s 

release of MetLife is limited to claims that the Trustee owns, controls, or otherwise has standing 

to pursue.  In pertinent part, the release language in the Settlement Agreement is as follows: 

The Trustee, on behalf of the Bankruptcy Estates and the SRP bankruptcy estate, 
hereby releases . . . [MetLife] from any and all claims . . ., whether owned or 
controlled by the Trustee or that the Trustee has standing to pursue on behalf of 
the Bankruptcy Estates, the SRP bankruptcy estate, and, with respect to the 
Bankruptcy Estates and the SRP bankruptcy estate, any of their creditors . . . .4 

In other words, pursuant to the plain language of the Settlement Agreement, if the Trustee does 

                                                 
3  Two responses other than the Limited Objection were filed, but neither of them argued that the Settlement 
was inequitable, unfair, in bad faith, or not in the best interests of creditors.  Creditors Scott Jernigan and Brian 
Wilder—two of the largest (if not the largest) creditors in this Case—filed a response in support of the Settlement 
Motion.  See D.E. 356.  Thomas J. Crozier, Jr. (who is also one of the Kelly Creditors) and Kent Kalina filed a 
limited response to make clear that they do not believe they have waived any claims relating to their investments in 
the Ponzi Scheme.  See D.E. 359. 
4  The release provision then proceeds to (A) itemize causes of action that the Trustee believes he might have 
been able to assert against MetLife and (b) include a clarifying provision that reiterates that nothing in the release 
provision should be construed as releasing individual claims for which the Trustee did not have dominion to release.  
All of that additional language is intended to clarify or elaborate on—but not expand—the scope of what the Trustee 
has standing to pursue against MetLife. 
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not have standing to pursue the cause of action against MetLife, then the Trustee is not 

releasing MetLife from that cause of action.5  That is the intent of the Settlement Agreement. 

Much of the Kelly Creditors’ concern stems from the perspective that MetLife is 

asserting—in various state court actions that the Kelly Creditors have initiated against MetLife—

that some of the Kelly Creditors’ individual claims are actually trustee claims and the fear that an 

order approving the Settlement Agreement will somehow be used by MetLife to expand the 

scope of the Trustee’s standing.  The Kelly Creditors misunderstand the effect of the relief 

requested in the Settlement Motion.  The Trustee wants Court authority to enter into a Settlement 

Agreement that releases MetLife from all claims that the Trustee could bring against MetLife 

(no more and no less).  An order simply granting such relief cannot be construed as expanding 

the Trustee’s standing or, in this instance, as an implicit ruling that any of the Kelly Creditors’ 

claims actually belong to the Trustee.  Absent some extraordinary equitable relief issued by the 

Court (which, again, is not requested here), the Trustee and MetLife cannot contract to limit the 

standing of strangers to the contract.  A simple clarifying provision in an order approving the 

Settlement could fully resolve these concerns; outright denial of the Settlement Motion is too 

broad and drastic of a remedy to address this rather discreet and limited issue.6 

III. CONCLUSION 

Upon information and belief, there are pending motions to dismiss the Kelly Creditors’ 

complaints currently pending before the North Carolina Business Court that address the Kelly 

Creditors’ standing and other related arguments bearing on the dismissal.  Questions about the 

                                                 
5  Notwithstanding the Kelly Creditors’ inferences to the contrary, there is no request in the Settlement 
Agreement or the Settlement Motion that the Court determine which causes of action the Trustee has standing to 
pursue against MetLife versus which causes of action the Kelly Creditors have standing to pursue. 
6  Notwithstanding the fact that it is styled as a “Limited Response and Objection,” the Limited Objection 
seeks wholesale denial of the Settlement Motion rather than limited relief from the Court that would be more 
narrowly tailored to address the points made in the Limited Objection. 
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Kelly Creditors’ standing under North Carolina law could be addressed in that context and are 

not necessary to resolve in the context of determining whether the Settlement Motion should be 

approved under Bankruptcy Rule 9019.  This is particularly true considering that no party in 

interest has argued that the value to be had through the Settlement (i.e., a 90%+ distribution to 

unsecured creditors) is insufficient to justify the Trustee giving all other parties to the Settlement 

the broadest release possible under the law. 

For these reasons and the reasons set out in the Settlement Motion, the Trustee 

respectfully prays that this Court grant the Settlement Motion. 

This is the 3d day of January, 2019. 

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

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

DEBTORS. 

CASE NO. 17-30132 
 
CHAPTER 7 
Jointly Administered 

 
CERTIFICATE OF SERVICE 

 
The undersigned hereby certifies that copies of the foregoing Reply to Limited Objection 

to Settlement Motion were served via ECF on those parties requesting notice in this case via 
ECF. 
 

This is the 3d day of January, 2019. 

  /s/ Michael L. Martinez    
Michael L. Martinez (N.C. Bar No. 39885) 
Grier & Crisp, PA 
101 North Tryon Street, Suite 1240 
Charlotte, NC 28246 
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