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Upon Commencement of BK Case

Debtor’s Assets

BK Trustee• Debtor’s assets come 
into the debtor’s 
bankruptcy estate 
under § 541(a)

• Automatic stay goes 
into effect
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Effect of Automatic Stay

• Post‐commencement attempts by the LLC or other 
members to dissociate the debtor/member or 
otherwise defease the debtor’s interest will violate 
the Automatic Stay!

• Consequences: Contempt and Sanctions
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Ipso Facto Clauses ‐ § 541(c)

• The debtor’s interest in property will still come into 
the estate even though –

• Restrictions or conditions exist on the debtor’s ability to 
transfer the property, § 541(c)(1)(A)

• The debtor’s interest in property is terminated because 
of insolvency or bankruptcy, § 541(c)(1)(B)
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Pre‐Bankruptcy Status Of Interest

Prior to bankruptcy, the 
Debtor owns the interest 
in the LLC

Debtor’s 
LLC Interest

Debtor
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Pre‐Bankruptcy Status Of Interest

For our purposes here, 
the LLC interest has two 
components:
• Economic Rights, and
• Management Rights

Debtor
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