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1  The settlement agreement read in relevant part:

2. In exchange for the aforementioned monetary

WALSH, J.

This opinion is with respect to the motion for summary

judgment filed by the Trust Administrator of the AMC Liquidating

Trust (Doc. # 781) seeking the disallowance of Claim No. 138.

Claim No. 138 was filed on January 29, 2001 by Thomas Abrams

(“Claimant”).  For the reasons discussed below, the Court will

grant the motion.

BACKGROUND

The Claimant was employed as a paralegal by American

MetroComm Corporation (“the Debtor”), but he was discharged on

July 27, 1998.  He subsequently initiated a civil action for

damages in a Louisiana state court under the Louisiana Whistle-

Blower Act (LA. REV. STAT. ANN. § 23:967 (2003)).  The complaint

was filed in the Civil District Court for the Parish of Orleans,

Division “B”, bearing Case No. 98-19333.  The Debtor and the

Claimant eventually reached a resolution of the dispute and

agreed to enter into a settlement agreement that required the

Debtor to pay Claimant $7,000 -- $5,669 of which was to be paid

to the Claimant and $1,331 of which was to be paid to the

Claimant’s attorney.  The settlement agreement also obligated

the Claimant to dismiss the Louisiana civil action.1
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consideration . . . Abrams hereby and forever
releases and discharges AMC . . . from any and
all claims relating to his employment and the
ending thereof. . . .

3. In further exchange for the consideration
recited in this Release, Abrams further
desires to dismiss and hereby agrees to
dismiss the lawsuit . . . currently pending .
. . .  

4. In further exchange for consideration and
as a material consideration for this Release,
Abrams further agrees to either withdraw his
lawsuit . . . and/or to file with AMC and
Reliance a joint motion to seal the record in
the captioned matter . . . .

See Doc. # 782, Exhibit K.

On January 14, 2000 the Claimant executed the

settlement agreement.  The payment of $5,669 was immediately

wire transferred to the Claimant and a check was issued to his

attorney for $1,331.  As provided under the settlement

agreement, in consideration for receipt of payment, the Claimant

was obligated to dismiss the Louisiana state court action, but

the Claimant failed to execute a stipulation to dismiss the

case. 

The Debtor filed a voluntary petition for relief under

chapter 11 of title 11 of the United States Code,  11 U.S.C. §§

101 et. seq., in this Court on August 16, 2000.  Subsequently,

in the Louisiana state court action, the Debtor filed a motion

to enforce the settlement agreement.  A hearing in the motion
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2  Rule 7056 states “Rule 56 F.R. Civ. P. applies in
adversary proceedings.”  Fed. R. Bankr. P. 7056.

was held on September 8, 2000 and on September 11, 2000 the

Louisiana state court judge signed an order which enforced the

settlement agreement and dismissed the Claimant’s claim with

prejudice.  So far as the record before me shows, the September

11, 2000 order became a final order.

In the bankruptcy case, this Court set a January 31,

2001 claims bar date and on January 23, 2001 the Claimant filed

a proof of claim for $100,000.  No documentation is attached to

the proof of claim and the proof of claim contains conflicting

statemenets and is otherwise confusing.  Nevertheless, the proof

of claim asserts that it is for employment compensation from

1998 to the present and it references “settlement of

litigation,” referring to the civil action number (No. 98-19333)

of the Louisiana state court case and states that the claim is

based on a court judgment of September 8, 2000. (Doc. #782,

Exhibit A).

DISCUSSION

Pursuant to Rule 7056 of the Federal Rules of

Bankruptcy Procedure, Rule 56 of the Federal Rules of Civil

Procedure, applies to contested matters in a bankruptcy

proceeding.2  Rule 56(c) states that “[t]he judgment sought shall
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3  It should be noted that in the Trust Administrator’s
motion he applied Louisiana law to the issue of res judicata. 
This law was presumably applied because the original case, on
which the settlement was based, was filed in Louisiana and the
Claimant was employed by the Debtor in that state.  Regardless
of whether state or federal law is applied, the outcome is the
same.  Louisiana law, with respect to res judicata, states in
relevant part:

Except as otherwise provided by law, a valid and
final judgment is conclusive between the same
parties . . . to the following extent . . . 

be rendered forthwith if the pleadings . . . show that there is

no genuine issue as to any material fact and that the moving

party is entitled to a judgment as a matter of law.”  Fed. R.

Civ. P. 56(c).  The court must view the facts in the light most

favorable to the nonmoving party.  See Celotex Corp. v. Catrett,

477 U.S. 317, 321 (1986); Bartnicki v. Vopper, 200 F.3d 109, 114

(3d Cir. 1999).

In this case, there is no dispute that the settlement

agreement was signed and that the agreed upon amount was paid,

nor is there a factual issue as to the content of the agreement.

The only issue that remains is whether that agreement has a

binding effect on the later filed proof of claim.

The Trust Administrator argues that the proof of claim

is barred by the res judicata effect of the settlement

agreement. Res judicata is a procedural issue, therefore,

federal law will be applied.3  Household Int’l Inc. v.
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(3) A judgment in favor of either the plaintiff or
the defendant is conclusive, in any subsequent
action between them, with respect to any issue
actually litigated and determined if its
determination was essential to that judgment.

LA. REV. STAT. ANN. § 13:4231 (2002).

Westchester Fire Ins. Co., No. CIV.A.02-1601 JJF, CIV.A.-2-1328

JJF, 2003 WL 22351270, at *2 n.6 (D. Del. Oct. 8, 2003) (citing

In re Kaplan, 143 F.3d 807, 814-15 (3d Cir. 1998)) (“[F]ederal

law will govern the res judicata issues because claim preclusion

is a procedural matter.”).  

The Third Circuit Court of Appeals, in United States

v. Athlone Industries, Inc., set forth the requirements for the

application of res judicata.  746 F.2d 977, 983 (3d Cir. 1984).

The doctrine “requires a showing . . . that there has been (1)

a final judgment on the merits in a prior suit involving (2) the

same parties or their privies and (3) a subsequent suit based on

the same causes of action.”  Id.  In applying these factors, the

Third Circuit Court of Appeals has also found that a settlement

agreement would constitute a final judgment on the merits.

Weber v. Henderson, No. 01-1049, 2002 WL 538508, at *2 (3d Cir.

March 18, 2002) (“For purposes of res judicata, final judgment

on the merits occurred when the District Court approved

settlement and dismissed the case.”); see also Rein v. Providian

Fin. Corp., 270 F.3d 895, 903 (9th Cir. 2001) (“A judicially
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approved settlement agreement is considered a final judgment on

the merits.” (citations omitted)); Guiles v. Metro. Life Ins.

Co., No. CIV.A. 00-5029, 2001 WL 1454041, at *1 (Nov. 13, 2001)

(“A judgment entered with prejudice pursuant to a settlement is

a final judgment on the merits for the purposes of res

judicata.”).

Applying the res judicata elements to the matter before

me, it is clear that the proof of claim filed by the Claimant is

barred by the settlement agreement which was approved by the

Louisiana state court.  First, as noted above, a settlement

approved by a court constitutes a final judgment for the

purposes of res judicata.  The agreement was signed, the

Claimant received the funds under the settlement and it was

enforced by the Louisiana state court.  Secondly, the Claimant

and the Debtor were both parties to the settlement agreement.

The Claimant is a party to this proceeding since he filed the

proof of claim and the Trust Administrator is in privity with

the Debtor.  Finally, the settlement was based on the Claimant’s

state court action for damages relating to his employment

termination and the proof of claim was filed to recover for

unpaid compensation resulting from the employment termination.

Indeed, the proof of claim references the settlement and

identifies the litigation by specific reference to the civil
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action number of the dispute in the Louisiana state court.

Therefore, the instant action is barred by claim preclusion and

the summary judgment will be granted on that basis.

CONCLUSION

For the reasons set forth above, the Trust

Administrator’s motion for summary judgment is granted and Claim

No. 138 is disallowed.
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ORDER

For the reasons set forth in the Court’s Memorandum

Opinion of this date, the Trust Administrator’s motion for

summary judgment with respect to Claim No. 138 (Doc. # 781), is

GRANTED and the claim is disallowed.

_____________________________
Peter J. Walsh
United States Bankruptcy Judge

Dated: December 12, 2003


