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Structured Settlement Rejected 
 An increasingly popular mechanism for bringing a 
Chapter 11 case to conclusion is a dismissal pursuant to a 
“structured settlement”.  In this scenario, the court’s order 
dismissing the Chapter 11 case also approves a settlement 
between the debtor and major creditors which provides for a 
distribution of the assets of the debtor.  The advantage of 
this mechanism is that it does not require the expensive and 
time consuming process of preparing a reorganization plan  
and disclosure statement, distributing these to creditors, 
soliciting votes, and obtaining confirmation of the plan. 
 Earlier this year, the United States Supreme Court 
placed a significant restriction on the terms of a structured 
settlement accompanying a dismissal.  The case involved a 
dismissal that provided for distribution of the estate assets to 
high-priority secured creditors and to low-priority general 
unsecured creditors, but which skipped certain dissenting 
mid-priority creditors.  The Court held that a bankruptcy 
judge lacks authority to approve a dismissal with a 
structured settlement that does not follow the priority rules 
set out in the bankruptcy statute.  The distribution in the 
settlement could not skip the mid-priority creditors. 
Czyzewski v. Jevic Holding Corp., 137 U.S. 973 (2017). 
 

Filing Time-Barred Claims Permitted 
 In August 2014, a Federal District Court in Indiana 
ruled that a creditor who files a claim in bankruptcy case, on 
a debt the collection of which is barred due to expiration of 
the statute of limitations, violates the Fair Debt Collection 
Practices Act. See Notes on Debtor/Creditor Relations (Jan. 
2015).  Other courts disagreed, and the issue reached the 
United States Supreme Court this year. 
 Assuming, without deciding, that the FDCPA forbids 
filing an ordinary civil suit to collect a time-barred debt, the 
Court concluded that bankruptcy proceedings differ 

sufficiently from ordinary civil suits to permit the filing of a 
proof of claim on a time-barred debt.  The court pointed to 
extra protections in the bankruptcy process, such as the 
presence of a trustee and the attorney for the debtor, in 
concluding that filing a time-barred claim was not an unfair 
or coercive attempt to collect a debt. 
Midland Funding, LLC v. Johnson, 137 U.S. 1407 (2017). 
 

Subordination of Stock Buyout Debt 
 It is common in a family owned or other closely held 
corporation to find a shareholders agreement which requires 
the corporation to repurchase the stock of an exiting 
shareholder at a price determined by a formula.  Because the 
corporation rarely has sufficient funds on hand to repurchase 
for cash, the exiting shareholder commonly exchanges stock 
for a note from the corporation, which promises to pay the 
buyout price over a period of years.  The former shareholder 
moves from being an equity holder to a creditor. 
 A Maryland bankruptcy judge recently decided that 
such a creditor retains its status as a shareholder for purposes 
of distribution in a bankruptcy case.  The court subordinated 
the buyout debt to the claims of other creditors. In re 
Hagerstown Block Co., 2017 Bankr. LEXIS 1095 (Apr. 21, 
2017).  

                         
 This newsletter is intended to inform its readers of 
developments in the area of debtor/creditor relations.  It is 
not legal advice or a legal opinion regarding any specific 
matter.  You should consult a lawyer regarding any 
questions relating to your particular situation.  Congress 
has required bankruptcy attorneys to state:  “I am a debt 
relief agency.  I help people file for bankruptcy relief under 
the Bankruptcy Code.”  11 U.S.C. § 528.  If you wish to 
receive “Notes on Debtor/Creditor Relations”, go to 
www.jamesolsonattorney.com/newsletter.html and click on 
the link at the word “here”. 


