
  
 

 

 

 
    

  
 

  

 

 

 

 

 
 
 

 
   

 
   

 

  
  

 

  

  

 

    

1 (Slip Opinion) OCTOBER TERM, 2013 

Syllabus 

NOTE: Where it is feasible, a syllabus (headnote) will be released, as is
being done in connection with this case, at the time the opinion is issued.
The syllabus constitutes no part of the opinion of the Court but has been
prepared by the Reporter of Decisions for the convenience of the reader. 
See United States v. Detroit Timber & Lumber Co., 200 U. S. 321, 337. 

SUPREME COURT OF THE UNITED STATES 

Syllabus 

EXECUTIVE BENEFITS INSURANCE AGENCY v. 

ARKISON, CHAPTER 7 TRUSTEE OF ESTATE OF 


BELLINGHAM INSURANCE AGENCY, INC.
 

CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR 
THE NINTH CIRCUIT 

No. 12–1200. Argued January 14, 2014—Decided June 9, 2014 

Bellingham Insurance Agency, Inc. (BIA), filed a voluntary chapter 7
bankruptcy petition.  Respondent Peter Arkison, the bankruptcy
trustee, filed a complaint in the Bankruptcy Court against petitioner
Executive Benefits Insurance Agency (EBIA) and others alleging the 
fraudulent conveyance of assets from BIA to EBIA.  The Bankruptcy 
Court granted summary judgment for the trustee.  EBIA appealed to
the District Court, which affirmed the Bankruptcy Court’s decision 
after de novo review and entered judgment for the trustee.  While 
EBIA’s appeal to the Ninth Circuit was pending, this Court held that 
Article III did not permit a Bankruptcy Court to enter final judgment 
on a counterclaim for tortious interference, even though final
adjudication of that claim by the Bankruptcy Court was authorized
by statute. Stern v. Marshall, 564 U. S. ___, ___.  In light of Stern, 
EBIA moved to dismiss its appeal for lack of jurisdiction.  The Ninth 
Circuit rejected EBIA’s motion and affirmed.  It acknowledged the
trustee’s claims as “Stern claims,” i.e., claims designated for final 
adjudication in the bankruptcy court as a statutory matter, but 
prohibited from proceeding in that way as a constitutional matter.
The Court of Appeals nevertheless concluded that EBIA had 
impliedly consented to jurisdiction.  The Court of Appeals also
observed that the Bankruptcy Court’s judgment could instead be 
treated as proposed findings of fact and conclusions of law, subject to 
de novo review by the District Court. 

Held: 
1. Under the Bankruptcy Amendments and Federal Judgeship Act 
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2 EXECUTIVE BENEFITS INS. AGENCY v. ARKISON 

Syllabus 

of 1984, federal district courts have original jurisdiction in 
bankruptcy cases and may refer to bankruptcy judges two statutory 
categories of proceedings: “core” proceedings and “non-core” 
proceedings. See generally 28 U. S. C. §157.  In core proceedings, a 
bankruptcy judge “may hear and determine . . . and enter 
appropriate orders and judgments,” subject to the district court’s 
traditional appellate review.  §157(b)(1).  In non-core proceedings—
those that are “not . . . core” but are “otherwise related to a case 
under title 11,” §157(c)(1)—final judgment must be entered by the 
district court after de novo review of the bankruptcy judge’s proposed
findings of fact and conclusions of law, ibid., except that the
bankruptcy judge may enter final judgment if the parties consent,
§157(c)(2).

In Stern, the Court confronted an underlying conflict between the
1984 Act and the requirements of Article III.  The Court held that 
Article III prohibits Congress from vesting a bankruptcy court with 
the authority to finally adjudicate the “core” claim of tortious 
interference.  The Court did not, however, address how courts should 
proceed when they encounter a Stern claim.  Pp. 4–8.

2. Stern claims may proceed as non-core within the meaning of 
§157(c).  Lower courts have described Stern claims as creating a 
statutory “gap,” since bankruptcy judges are not explicitly authorized 
to propose findings of fact and conclusions of law in a core proceeding.  
However, this so-called gap is closed by the Act’s severability
provision, which instructs that where a “provision of the Act or [its]
application . . . is held invalid, the remainder of th[e] Act . . . is not
affected thereby.”  98 Stat. 344.  As applicable here, when a court 
identifies a Stern claim, it has “held invalid” the “application” of 
§157(b), and the “remainder” not affected includes §157(c), which
governs non-core proceedings.  Accordingly, where a claim otherwise
satisfies §157(c)(1), the bankruptcy court should simply treat the 
Stern claim as non-core.  This conclusion accords with the Court’s 
general approach to severability, which is to give effect to the valid
portion of a statute so long as it “remains ‘fully operative as a law,’ ” 
Free Enterprise Fund v. Public Company Accounting Oversight Bd., 
561 U. S. 477, 509, and so long as the statutory text and context do
not suggest that Congress would have preferred no statute at all, 
ibid. Pp. 8–10. 

3. Section 157(c)(1)’s procedures apply to the fraudulent 
conveyance claims here.  This Court assumes without deciding that 
these claims are Stern claims, which Article III does not permit to be
treated as “core” claims under §157(b).  But because the claims assert 
that property of the bankruptcy estate was improperly removed, they
are self-evidently “related to a case under title 11.”  Accordingly, they 
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Syllabus 

fit comfortably within the category of claims governed by §157(c)(1).
The Bankruptcy Court would have been permitted to follow that 
provision’s procedures, i.e., to submit proposed findings of fact and
conclusions of law to the District Court for de novo review.  Pp. 11– 
12. 

4. Here, the District Court’s de novo review of the Bankruptcy 
Court’s order and entry of its own valid final judgment cured any
potential error in the Bankruptcy Court’s entry of judgment.  EBIA 
contends that it was constitutionally entitled to review by an Article 
III court regardless of whether the parties consented to bankruptcy 
court adjudication.  In the alternative, EBIA asserts that even if such 
consent were constitutionally permissible, it did not in fact consent.
Neither contention need be addressed here, because EBIA received 
the same review from the District Court that it would have received 
had the Bankruptcy Court treated the claims as non-core proceedings
under §157(c)(1).  Pp. 12–13. 

702 F. 3d 553, affirmed. 

THOMAS, J., delivered the opinion for a unanimous Court. 

f 

 

Find authenticated court documents without watermarks at docketalarm.com. 

https://www.docketalarm.com/


  
 

 

  
   

 
  

    

_________________ 

 
_________________ 

 
 

 

 

 

  

 

 

 
 

 

1 Cite as: 573 U. S. ____ (2014) 

Opinion of the Court 

NOTICE: This opinion is subject to formal revision before publication in the
preliminary print of the United States Reports. Readers are requested to
notify the Reporter of Decisions, Supreme Court of the United States, Wash-
ington, D. C. 20543, of any typographical or other formal errors, in order
that corrections may be made before the preliminary print goes to press. 

SUPREME COURT OF THE UNITED STATES 

No. 12–1200 

EXECUTIVE BENEFITS INSURANCE AGENCY, PETI- 

TIONER v. PETER H. ARKISON, CHAPTER 7 TRUSTEE


 OF THE ESTATE OF BELLINGHAM INSURANCE 

AGENCY, INC.
 

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF 

APPEALS FOR THE NINTH CIRCUIT
 

[June 9, 2014]


 JUSTICE THOMAS delivered the opinion of the Court. 
In Stern v. Marshall, 564 U. S. ___ (2011), this Court 

held that even though bankruptcy courts are statutorily 
authorized to enter final judgment on a class of bankruptcy-
related claims, Article III of the Constitution prohibits 
bankruptcy courts from finally adjudicating certain of 
those claims.  Stern did not, however, decide how bank-
ruptcy or district courts should proceed when a “Stern 
claim” is identified. We hold today that when, under 
Stern’s reasoning, the Constitution does not permit a 
bankruptcy court to enter final judgment on a bankruptcy-
related claim, the relevant statute nevertheless permits a
bankruptcy court to issue proposed findings of fact and 
conclusions of law to be reviewed de novo by the district 
court. Because the District Court in this case conducted 
the de novo review that petitioner demands, we affirm the 
judgment of the Court of Appeals upholding the District 
Court’s decision. 
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Opinion of the Court 


I 

Nicolas Paleveda and his wife owned and operated two

companies—Aegis Retirement Income Services, Inc. 
(ARIS), and Bellingham Insurance Agency, Inc. (BIA).  By
early 2006, BIA had become insolvent, and on January 31,
2006, the company ceased operation.  The next day, 
Paleveda used BIA funds to incorporate Executive Bene-
fits Insurance Agency, Inc. (EBIA), petitioner in this case. 
Paleveda and others initiated a scheme to transfer assets 
from BIA to EBIA. The assets were deposited into an 
account held jointly by ARIS and EBIA and ultimately 
credited to EBIA at the end of the year. 

On June 1, 2006, BIA filed a voluntary Chapter 7 bank-
ruptcy petition in the United States Bankruptcy Court for
the Western District of Washington.  Peter Arkison, the 
bankruptcy trustee and respondent in this case, filed a
complaint in the same Bankruptcy Court against EBIA
and others. As relevant here, the complaint alleged that
Paleveda used various methods to fraudulently convey
BIA assets to EBIA.1 EBIA filed an answer and denied 
many of the trustee’s allegations.

After some disagreement as to whether the trustee’s
claims should continue in the Bankruptcy Court or instead 
proceed before a jury in Federal District Court, the trustee
filed a motion for summary judgment against EBIA in the 
Bankruptcy Court.  The Bankruptcy Court granted sum-
mary judgment for the trustee on all claims, including the
fraudulent conveyance claims.  EBIA then appealed that 
determination to the District Court.  The District Court 
conducted de novo review, affirmed the Bankruptcy
Court’s decision, and entered judgment for the trustee. 

EBIA appealed to the United States Court of Appeals for 
the Ninth Circuit.  After EBIA filed its opening brief, this 
—————— 

1 The trustee asserted claims of fraudulent conveyance under 11
U. S. C. §544, and under state law, Wash. Rev. Code, ch. 19.40 (2012). 

f 

 

Find authenticated court documents without watermarks at docketalarm.com. 

https://www.docketalarm.com/


Real-Time Litigation Alerts
  Keep your litigation team up-to-date with real-time  

alerts and advanced team management tools built for  
the enterprise, all while greatly reducing PACER spend.

  Our comprehensive service means we can handle Federal, 
State, and Administrative courts across the country.

Advanced Docket Research
  With over 230 million records, Docket Alarm’s cloud-native 

docket research platform finds what other services can’t. 
Coverage includes Federal, State, plus PTAB, TTAB, ITC  
and NLRB decisions, all in one place.

  Identify arguments that have been successful in the past 
with full text, pinpoint searching. Link to case law cited  
within any court document via Fastcase.

Analytics At Your Fingertips
  Learn what happened the last time a particular judge,  

opposing counsel or company faced cases similar to yours.

  Advanced out-of-the-box PTAB and TTAB analytics are  
always at your fingertips.

Docket Alarm provides insights to develop a more  

informed litigation strategy and the peace of mind of 

knowing you’re on top of things.

Explore Litigation 
Insights

®

WHAT WILL YOU BUILD?  |  sales@docketalarm.com  |  1-866-77-FASTCASE

API
Docket Alarm offers a powerful API 
(application programming inter-
face) to developers that want to 
integrate case filings into their apps.

LAW FIRMS
Build custom dashboards for your 
attorneys and clients with live data 
direct from the court.

Automate many repetitive legal  
tasks like conflict checks, document 
management, and marketing.

FINANCIAL INSTITUTIONS
Litigation and bankruptcy checks 
for companies and debtors.

E-DISCOVERY AND  
LEGAL VENDORS
Sync your system to PACER to  
automate legal marketing.


