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MEMORANDUM OPINION ON DEFENDANT’S MOTION FOR
JUDGMENT ON THE PLEADINGS PURSUANT TO
FED. R. CTV. P, 12(c) and FED, R. BANKR. P. 7012 (g)

I. INTRODUCTION

Thiz ig an adversgary proceeding in bankruptcy (Fed. R.
Bankr. P. 7001}, seeking to avoid alleged preferential transfers.
11. U.5.C. § 547.' Before the court iz Defendant Saginaw Bay

Plasticsa, Ingc.’'g (“"Saginaw”) motion for judgment on the pleadings

* All statutory references herein are to the U.S. Bankruptcy
Code, 11 U.S5.C. 8§ 101 et geq., unless otherwise noted.
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in this adversary proceeding [Doc. No. 30].°

IT. ISSUE

The issue is whether § 502 (d) of the Bankruptcy Code
precludes the John J. Caliolo, as Ligquidating Trustee
{(“Trustee”)}, from prosecuting this preference action where the
claim of Saginaw in the bankruptcy proceeding has cobjected to and

allowed. The court finds that it doesz.

ITTI. FACTS

The facts pertinent to this motion are not in dispute.?
Baginaw timely filed a proof of claim in the bankrupteoy
proceeding in the amount of 548,924.71 [Motion § 2]. ©On October
18, 2000, the Debtorsg filed its Notice of First Omnibug Objecticon
geeking to reduce Saginaw’s claim to 541,726.61 [Motion Ex. A].
Saginaw regponded to Debtorg claim objection on October 20, 2000
[Doc. No. 830 (00-1%919)]. The parties rezolved the claim after a

reconciliation and negotiaticon process and on February 20, 2002,

* The court has jurisdiction over this matter, which is a
core proceeding, pursuant to 28 U.S5.C. §§5 1334 and 157 (b) (1},
() (2) (F).

* The facte are taken from the motion. The Trustee did not
digpute the facts in hig oppesition brief [Dog. No. 3117.

2



a consent order was entered allowing Saginaw’s general unsecured

claim in the amount of $36,108.36 [Doc. No. 13954 ({(00-1519)]1. O©On
April 4, 2002, Saginaw received its first distributicn on the
allowed claim in the amount of 54,639.88, as shown by a copy of
the check attached to the motion [Motion Ex. D]. On May 9, 2002,
the Trustee commenced this adversary proceeding seeking to
recover alleged preferential transfers in the amount of $296,000

[Doc. No. 117.

IVv. DISCUSSTON

A. Fed. R. Civ. P. 12(c)

Fed. R. Civ. P. 12{c), as incorporated by Fed. R. Bankr. P.
7012 (¢), provides that “[alfter the pleadings are cleosed ... any
party may move for judgment on the pleadings.” The standard to
be applied to a Rule 12{c) motion is similar to the summary
judgment. standard. “Under Rule 12 (c), judgment will not be
granted ‘unless the movant clearly egatablishes that no material
iasue of fact remaing to be resoplved and that he is entitled to
Jjudgment az a matter of law.’” Jablconski v, Pan American World

Adrways, Inc., 863 F.2d 289, 280 {3d Cir. 19%88), quoting Scociety

Hill Civ Association v. Harris, 632 F.2d 1045, 1054 {3d Cir.

1380); See aglgo Nat’l Fidelity Life Ings. Co. v, Karaganisg, 811

F.2d 357, 358 (7th Cir. 1987).



The facts in this motion are not contested. Therefore,

there are no material facts at issue. The remaining issue is a
legal issue which will determine if Saginaw is entitled to

judgment as a matter of law.

B. § 502(d4)

Section 502 (d) states in relevant part:

Notwithstanding subsections (a) and (b} of this
gsection, the court shall disallow any claim of any
entity ... that is a transferee of a transfer avoidable
under section ... 547 ... of this tile, unless such
entity or transferee has paid the amount, or turned
over any such property, for which such entity or
tranaferee is liable under section ... 550 ... of this
title.

Several recent decisions of this ccourt have dealt with the

preclusive effect of § 502(d): Cochen v. TIC Financial Systema (In

re Ampace), 279 B.R. 145 {(Bankr. D.Del. 2002); LaRoche

Indugtriesa, Inc. v. {feneral American Transportation Corp. (In re
LaRoche}, 284 B.R. 406 (BRankr. D.Del. 2002}; and in another
matter arising from the same bankruptcy case as the present

matter now before the court John J. Caliclo, Liguidating Trustee

v, TKA Fabco Corp. (In re Cambridge Industries Holdings, Inc.),
2003 WL 1818177 (BRankr. D.Del. 2003). Shortly after the TKA
Fabco decigion, a subsequent decision was entered that areose in

another Cambridge adversary, John J. Caliole, as Liguidating

Trustee v. Azdel, Ing. {In re Cambridge Industries Holdings



Inc.), 2003 WL 216971920 (Bankr. D.Del. July 18, 2003).

The TKA Fabco matter, relied on here by Saginaw,® discussed
the § 502({d) issue as well and contained the same factual
geenario as the present motion.

In TKA Fabco the pertinent factual history was as follows:

1. The Defendant filed its timely proof of claim in the
amount of $173,425.63 on August 3, 2000.

2. The Debtors ocbjected to the proof of c¢laim on
December 27, 2000.

2. The Debtorg and the Defendant resclved the claim
after a reconciliation and negotiation process.

4. The Defendant’s c¢laim was then allowed as a general
unsecured claim in the amount of $§166,€72.91 by Order
of February 20, 2002.

5. The Defendant received its firsat distribution in the
amount of £§7221.46 in April 2002.

6. On May 9, 2002, the Trustee commenced the adversary
proceeding seeking to avoid and recover alleged
preferential transfers to the Defendant.
TKA Fabco, 2003 WL 1818177 at *1.
The Azdel ruling was issued subseguent to the filing and
briefing of the preszent matter. In Azdel, the court discussed at
length the impact of § 502 (d) on the exact game isgsue ag is

before the court now as well ag the previousg cases to deal with

the issue. Relying on legislative history and prior casze law,

* Here, the Trustee relies on the papers that were filed in
TKA Fabco in opposition to the motion for summary judgment based
on the § 502{d) issue [Doc. No.21]. Thus the Trustee asserts the
game arguments as were set forth in TKA Fabeo on virtually
identical facts.



the court found that § 502 (d) requires that a dispute over

avoidable transfers must be reseclved in tandem with a claim
digpute. 2aAzdel, 2003 WL 21697120 at *5. “Where there ig a court
order resgolving a dispute over the amount of a creditor’s claim,
the entry of that order precludes, pursuant to § 502(d), the
commencement or continuation of litigation for the recovery from
the creditor of allegedly avoidable transfers.” Id. Due to the
fact that there was an order concerning the Defendant’s <¢laim,
the court granted the Defendant’'s motion for summary judgment and
digsmiseged the complaint. Id. The court found that summary
judgment was appropriate even though the preference action was
filed before the claim obijection was filed. That fact hecame
irrelevant once the ¢laim dispute was resolved and the order wasg
entered allowing the Defendant’'s claim.

Al]l three cases (LaRoche, TKA Faboo, and Azdel) are in
agreement that when an order is entered resolving a disputed
claim of a crediter, § 502(d) precludes any litigation to recover
avoidable transfers from that creditor.

In the present matter, there is such an order - the February
20, 2002, consent order allowing Saginaw’s claim [Doc. No. 1554
(0D-1919)]1. At that time, § 502(d) reguired that the alleged
preferential transferzs had to have been regeolved as well. But
the alleged preferential transfers were not resolved and this

litigation commenced several months later. Therefore, on the



present facts and the reasons stated in TKA Fabco and Azdel, §

502 (d) requires that the court grant Saginaw’'s motion for
judgment on the pleadings and dismiss the Trustee’s complaint.
The court finds that there are no material facts in dispute and
Saginaw iz entitled to judgment az a matter of law. An

appropriate judgment will follow.

Dated: September ci_j/, 20023 ‘/,j’

Lloyd King o/
United States Bankruptey Judge
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JUDGMENT OF DISMISSAL

Pursuant to the memorandum opinion filed this date,
Defendant Saginaw Bay Plastics, Inc.’s Motion to Dismisgs Pursuant
to Fed. R. Civ. P. 12(¢) and Fed. Bankr. P. 7012(c) is hereby

GRANTED and the Plaintiff’s complaint is hereby DISMISSED.

IT I3 50 ORDERED.

Dated: September <£_5, 2003 ‘7(

Lloyd King i
United States Bankruptcy Judae
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