
UNITED STATES DISTRICT COURT FOR THE DISTRICT OF PUERTO RICO

Edgar Reyes-Colon v. Banco Popular de Puerto Rico, et al.
Reyes-Colon · No. Civil No. 20-1355 (JAG) · Decided February 24, 2026

SUMMARY

The United States District Court for the District of Puerto Rico grants Edgar Reyes-Colon’s motion to
withdraw the reference of his adversary proceeding seeking damages under 11 U.S.C. § 303(i)(2). The
court holds that the Granfinanciera test establishes a Seventh Amendment right to a jury trial, rejects
arguments that Puerto Rico residents lack that right in federal civil proceedings, and finds no waiver
because the claim was not ripe before dismissal of the involuntary bankruptcy petition. The court also
concludes that the § 303(i)(2) claims were timely and that the dispute should proceed in the district
court.
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DISPOSITION other

PROCEDURAL POSTURE Plaintiff moved under 28 U.S.C. § 157(d) to withdraw the reference of
his bankruptcy adversary proceeding seeking damages under 11
U.S.C. § 303(i)(2). After the First Circuit vacated this court's prior
denial of withdrawal and remanded, the district court granted the
motion.

STANDARD OF REVIEW The court applied the statutory cause standard for permissive
withdrawal of reference under 28 U.S.C. § 157(d) and the four-part
Granfinanciera test for determining whether the Seventh Amendment
confers a jury-trial right.

PRECEDENTIAL VALUE unpublished district court opinion
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QUESTIONS PRESENTED

1. Whether the reference of the § 303(i)(2) adversary proceeding should be withdrawn because Reyes-
Colon has a Seventh Amendment right to a jury trial.

2. Whether Puerto Rico residency or the Insular Cases deprive a federal civil litigant in Puerto Rico of the
Seventh Amendment right to a jury trial.

3. Whether Reyes-Colon waived his jury-trial right by failing to demand a jury before dismissal of the
involuntary petition.

4. Whether the § 303(i)(2) claims were timely.

5. Whether Banco Popular's arguments concerning the § 157(d) withdrawal factors or the alleged lack of
bad faith precluded withdrawal.

HOLDINGS

1. The reference must be withdrawn because Reyes-Colon's § 303(i)(2) damages claims satisfy the
Granfinanciera test and implicate a Seventh Amendment right to a jury trial, which constitutes cause for
withdrawal under 28 U.S.C. § 157(d).

2. Puerto Rican litigants in federal court are entitled to the Seventh Amendment right to a jury trial in civil
proceedings; Balzac and the Insular Cases do not eliminate that right in a federal civil case arising under
federal law.

3. Reyes-Colon did not waive his right to a jury trial because a § 303(i)(2) claim does not become ripe until
the involuntary petition is dismissed, so he could not have been required to demand a jury before a
legally cognizable claim existed.

4. The § 303(i)(2) claims were timely under the circumstances presented.

KEY QUOTATIONS

“Here, the Granfinanciera four prong test is met.” (at 5)

“Though Puerto Rico does not use juries for civil questions, it is well established that the Seventh Amendment
most decidedly affords litigants in federal court in Puerto Rico the right to trial by jury.” (at 8-9)

“It would be absurd to require a litigant to make a jury demand before he has a valid claim to plead.” (at 10-
11)

“For the aforementioned reasons, Plaintiff’s Motion to Withdraw Reference is GRANTED. The reference of
this case to the bankruptcy court is withdrawn.” (at 15)

FACTUAL BACKGROUND



Banco Popular filed an involuntary bankruptcy petition against Reyes-Colon while related litigation was pending
in Puerto Rico state court. The Bankruptcy Court ultimately dismissed the petition, and the First Circuit affirmed
that dismissal. Reyes-Colon then sought damages and other relief under § 303(i)(2), alleging that Banco Popular
filed the involuntary petition as a debt-collection and litigation tactic despite having state-court remedies and
knowing it lacked the requisite number of creditors.

PROCEDURAL HISTORY

Banco Popular filed an involuntary bankruptcy petition against Reyes-Colon in 2006. The Bankruptcy Court
dismissed the petition in 2016 for noncompliance with 11 U.S.C. § 303(b)(1); the District Court reversed, but the
First Circuit reversed the District Court and affirmed dismissal in 2019. Reyes-Colon subsequently sought fees,
costs, and damages under § 303(i), and the claim was refiled as an adversary proceeding. The Bankruptcy Court
denied the claims and transmitted the withdrawal request to the District Court; after prior district-court rulings
and a First Circuit remand, the District Court granted withdrawal of the reference.
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