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SUMMARY

The United States District Court for the District of Maryland partially granted Defendants’ motion to
stay proceedings in a dispute concerning payments allegedly subject to subordination agreements. The
court stayed Count V, which concerns post-bankruptcy payments, pending the Bankruptcy Court’s
interpretation of the confirmed Chapter 11 liquidation plan, while allowing Counts I through IV to
proceed. The court denied Defendants’ motion to dismiss without prejudice.
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DISPOSITION other

PROCEDURAL POSTURE Defendants removed Plaintiff's Maryland state-court action to federal
district court and moved to stay the action pending the Bankruptcy
Court's interpretation of a confirmed Chapter 11 liquidation plan and
to dismiss Count V on res judicata grounds.

STANDARD OF REVIEW A stay is committed to the district court's discretion and requires a
case-specific balancing of judicial economy, hardship and equity to the
moving party, and potential prejudice to the nonmoving party.

PRECEDENTIAL VALUE unpublished district court memorandum opinion; precedential status
unknown
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QUESTIONS PRESENTED

1. Whether the action should be stayed, in whole or in part, pending the Bankruptcy Court's adjudication of
Defendants' Motion to Interpret the confirmed Chapter 11 liquidation plan.

2. Whether the entire action should be stayed when the Bankruptcy Court proceeding concerns only the
post-bankruptcy-payment claim in Count V.

3. Whether Defendants' motion to dismiss Count V should be decided before the Bankruptcy Court
interprets its own confirmed plan.

HOLDINGS

1. A partial stay was warranted because the Bankruptcy Court was already considering a first-filed motion
involving interpretation of its own confirmed plan, and that court had the better vantage point to resolve
the plan's preclusive effect.

2. The stay was limited to Count V; Counts I through IV were permitted to proceed.

3. The motion to dismiss Count V was denied without prejudice to renewal after the Bankruptcy Court
ruled on the Motion to Interpret and any appeal was resolved.

KEY QUOTATIONS

“District courts have discretion to stay proceedings under their inherent authority “to control the disposition
of the causes on their docket with economy of time and effort for itself, for counsel, and for litigants.””
(Section II.A)

“The same principle applies here, and a stay of Count V in this action would permit the Bankruptcy Court to
rule on the Motion to Interpret its own prior order.” (Section II.B)

“Count V is stayed, but the case will progress as to Counts I through IV.” (Conclusion)

FACTUAL BACKGROUND

Democracy and Defendants executed subordination agreements in 2018 concerning loans and credit
accommodations extended to Tessemae's LLC. Tessemae's filed a voluntary Chapter 11 petition in February
2023, and the Bankruptcy Court confirmed a plan of liquidation in August 2024 that incorporated a settlement
agreement and reserved certain rights and claims. Democracy's Count V alleges that Defendants improperly
received three post-bankruptcy payments, while Defendants sought Bankruptcy Court interpretation of the plan
and argued that the plan barred the claim.

PROCEDURAL HISTORY

Plaintiff filed suit in the Circuit Court for Baltimore City on April 23, 2025. Defendants removed the action to
the District of Maryland on May 23, 2025. The federal court considered Defendants' motion to stay and motion
to dismiss, stayed Count V pending the Bankruptcy Court's decision on Defendants' Motion to Interpret,
permitted Counts I through IV to proceed, and denied the motion to dismiss without prejudice.

DISPOSITION



other

REMAND INSTRUCTIONS

No remand. Count V is stayed pending adjudication of the Bankruptcy Court's Motion to Interpret and resolution
of any appeal; Counts I through IV may proceed. The motion to dismiss may be renewed after those
proceedings.
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