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SUMMARY

The Seventh Circuit affirmed a district court decision reversing civil contempt sanctions, attorney-fee

damages, and a judgment entered against a creditor and her attorneys in a Chapter 11 bankruptcy

matter. The court held that the appeal was not moot because the purported settlement did not provide

complete relief. It further held that seeking a state probate-court order ratifying an assignment did not

violate the statutory discharge injunction or plan injunction and did not constitute an impermissible

collateral attack on the bankruptcy court’s judgment.
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Taylor appealed from a district court decision affirming the reversal of
a bankruptcy court's civil contempt order, damages order, and
attorney-fee judgment against Caiarelli and her attorneys. Taylor also

challenged the district court's refusal to dismiss the appeal as moot.

Civil contempt findings are reviewed for abuse of discretion and are
reversed only when based on faulty legal premises or clearly erroneous
factual findings. Legal conclusions of the bankruptcy and district
courts are reviewed de novo. The court applied the same standard as

the district court.
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QUESTIONS PRESENTED

1. Whether the appeal was moot because of a purported settlement under which Taylor would receive

payment and seek vacatur of the challenged bankruptcy orders.

2. Whether seeking and obtaining the probate-court ratification order violated the statutory discharge

injunction under 11 U.S.C. § 524(a)(2) or the Chapter 11 plan injunction.

3. Whether the probate-court ratification order constituted an impermissible collateral attack on the

bankruptcy court's dismissal order.

HOLDINGS

1. The appeal was not moot because the purported settlement lacked the consent of all parties, might not

result in vacatur of the challenged orders, and did not provide all relief sought by the appellees.

2. The appellees did not violate the statutory discharge injunction or the Chapter 11 plan injunction by

seeking and obtaining the probate-court ratification order.

3. The probate-court ratification order was not an impermissible collateral attack on the bankruptcy court's

dismissal order.

KEY QUOTATIONS

“A case is moot “only when it is impossible for a court to grant any effectual relief whatever to the prevailing
party.”” (819)

“But gathering evidence to support a Rule 60(b) motion, in order to argue that a debt is not dischargeable, is

not the same as taking action to collect on the debt.” (820)

“Given the facts presented — and in particular, the procedural gulf between the ratification order and an
action to collect— we are not convinced that the Appellees violated the statutory discharge or plan

injunctions by obtaining evidence in support of a permissible post-judgment motion.” (821)

“Accordingly, the district court correctly determined that the ratification order is not an impermissible

collateral attack on a federal judgment.” (822)

FACTUAL BACKGROUND

Taylor's brother died in a boating accident, and a Washington probate court entered a judgment exceeding $1.4
million against Taylor in favor of the decedent's minor child. The estate assigned the judgment to Patricia
Caiarelli, but Taylor disputed the assignment and filed for Chapter 11 bankruptcy before the probate dispute was
resolved. After Caiarelli's adversary proceeding seeking to except the judgment from discharge was dismissed
for failure to establish standing, she obtained a probate-court order ratifying the assignment. The bankruptcy
court found that obtaining the ratification order violated the discharge and plan injunctions and imposed

contempt sanctions and attorney's fees.



PROCEDURAL HISTORY

After Caiarelli's adversary proceeding objecting to discharge of a judgment was dismissed for failure to establish
standing, the bankruptcy court discharged the judgment and injunctions became effective. Caiarelli later
obtained a state probate-court order ratifying the assignment of the judgment. The bankruptcy court held that
Caiarelli and her attorneys violated the statutory discharge and plan injunctions, declared the ratification order
void ab initio, and awarded $165,662.36 in attorney's fees. The district court reversed those orders and denied

Taylor's motion to dismiss the appeal as moot. The Seventh Circuit affirmed.
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