
 

UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 
In re: 

QUIRKY, INC., et al., 

Debtors. 

Chapter 11 

Case No. 15-12596 

ORDER SUSTAINING PLAN ADMINISTRATOR’S  
OMNIBUS OBJECTION TO MOTIONS OF TIMOTHY D. HOULE FOR  

PAYMENT OF ADMINISTRATIVE EXPENSES 

Before the Court is the Plan Administrator’s Omnibus Objection to Motions of Timothy 

D. Houle for Payment of Administrative Expenses (the “Objection,” ECF Doc. # 525), filed on 

December 29, 2016, by Clingman & Hangar Management Associates, LLC, the plan 

administrator (the “Plan Administrator”) for the Debtors.1  Timothy D. Houle asserts priority 

claims for administrative expenses in the amounts of $10,500.00 (proof of claim # 161, filed on 

December 14, 2016) (“Admin Claim I”), and $623,972.00 (proof of claim # 176, filed on January 

8, 2016) (“Admin Claim II” and, together with Admin Claim I, the “Admin Claims”).  Houle 

indicated on both proofs of claim that the Admin Claims were general unsecured claims, but 

filed two motions on September 26, 2016, seeking priority treatment as administrative expenses: 

(i) the Request for Allowance of Administrative Expense Claim (I) regarding Admin Claim I 

(“Admin Motion I,” ECF Doc. # 498); and (ii) the Request for Allowance of Administrative 

Expense Claim (II) regarding Admin Claim II (“Admin Motion II,” ECF Doc. # 499, and, 

together with Admin Motion I, the “Admin Motions”).  The Plan Administrator seeks to reduce 

the allowed amount of Admin Claim I to $2,465.00 and to reclassify Admin Claim II as a general 

unsecured claim.  Houle filed a response (the “Reply,” ECF Doc. # 532) on January 9, 2017. 

                                                 

1  The Debtors are Quirky, Inc. (“Quirky”); Wink, Inc.; and Undercurrent Acquisition, LLC. 
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For the reasons below, the Court SUSTAINS the Objection to both Admin Claims. 

I. BACKGROUND 

Quirky maintained an online “Community” in which potential inventors participating in 

product development with Quirky were known as “Community Members.”  Houle’s invention, 

known as “Stem,” was accepted by Quirky for development on October 7, 2011, and the rights to 

Stem’s intellectual property (“IP”) were transferred to Quirky.  (Admin Mot. I at 1.)  Quirky 

filed a voluntary petition for reorganization under chapter 11 of the Bankruptcy Code on 

September 22, 2015 (the “Petition Date”).  (ECF Doc. # 1.)  Pursuant to an auction held during 

the bankruptcy case, Stem’s IP and all of Quirky’s existing Stem inventory were sold (the 

“Quirky Sale”) by Quirky to Q Holdings LLC (“Q Holdings”).  (See “Quirky Sale Order,” ECF 

Doc. # 243).  The highest bid at auction for Stem’s IP was $35,000.00.  The Stem IP was one of 

only seven products for which separate bids were received at the auction of Quirky’s assets, but 

none of those bids were accepted as Quirky’s assets were sold in bulk to Q Holdings for the 

winning bid of $4,700,000.00. 

A. Admin Motion I 

Admin Claim I was timely filed and requests payment of $10,500.00 on account of a 

prepetition contract between Houle and Quirky regarding the IP associated with Stem.  

According to the Quirky terms of use, Quirky was to pay 30% of certain transactions to 

Community Members who had influence over a product idea.  (Admin Mot. I at 1–2.)  Houle 

calculates the $10,500.00 requested amount by taking 30% of $35,000.00, the highest auction bid 

for Stem’s IP.  (Id. at 1.) 

The Plan Administrator argues that Admin Claim I should be allowed only in the reduced 

amount of $2,465.00.  (Opp. at 6.)  After a successful negotiation between the Debtor, the 

Committee of Unsecured Creditors, and Comerica (the secured lender), the Quirky Sale Order 
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set aside $325,000.00 (the “Community Fund”) from the $4,700,000.00 purchase price for those 

Community Members whose inventions Q Holdings intends to commercially pursue going 

forward.  (Id. at 5.)  The issue, then, was how the $325,000.00 would be allocated among the 

Community Members who were entitled to share in the Community Fund.   

The Plan Administrator argues that because the $35,000.00 top auction bid for Stem 

represented 0.7584%2 of the total amount of individual product bids at the Quirky auction, Houle 

is entitled to a proportionate share of the Community Fund: approximately $2,465.00.  (Id. at 6.)   

B. Admin Motion II 

Like Admin Claim I, Admin Claim II was timely filed and was initially identified as a 

general unsecured claim.  (Opp. at 8.)  Houle requests $623,972.00 on account of the anticipated 

lifetime royalties Quirky allegedly owes him for Stem.  (Admin Mot. II at 2–3.)  Admin Claim II 

is based on Houle’s prepetition contract with Quirky, which promised “money forever.”  (Id. at 

3.) 

The Plan Administrator argues that Admin Claim II was not secured by any collateral and 

is based merely on a prepetition contractual obligation; as such, it is a general unsecured claim.  

(Opp. at 8.)  Admin Claim II “does not meet the administrative expense standards.”  (Id.)  

Moreover, Houle indicated on the proof of claim that Admin Claim II was not entitled to priority 

status.  (Id.) 

                                                 

2  The Opposition cites the figure as 7.584%, but the Court’s calculations indicate that the correct percentage 
is 0.7584%.  The ultimate dollar value of the proposed allowed claim amount—$2,465.00—remains the same. 
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II. DISCUSSION 

A. Admin Motion I 

The Plan Administrator does not contest that the Quirky Sale occurred postpetition and 

that the sale of the Stem IP provided a benefit to the estate, as required by Trustees of the 

Amalgamated Ins. Fund v. McFarlin’s, Inc., 789 F.2d 98, 103–04 (2d Cir. 1986).  The only 

disputed issue, then, is the calculation of the amount of the claim.  Q Holdings chose to retain the 

Stem IP after the Quirky Sale.  (See ECF Doc. # 523-2 at 2645.)  Under the terms of the Quirky 

Sale Order, Houle is therefore entitled to share in the Community Fund.  The Quirky Sale Order 

provides in part: 

The allocation of the Community Fund shall be determined by [an] 
estate representative vested with the rights and privileges of the 
[Committee of Unsecured Creditors] with reasonable and 
appropriate notice to all known Community Members of not less 
than twenty-one (21) days prior to the distribution of the Community 
Fund. 

(Quirky Sale Order ¶ 26.)  The Plan Administrator is the estate representative vested with the 

powers of the Committee of Unsecured Creditors and is thus entitled to determine the allocation 

of the Community Fund. 

At oral argument, the Plan Administrator clarified that: (i) seven products received 

individual bids at auction, including Stem; (ii) the total amount of the seven individual bids was 

approximately $3 million; and (iii) the IP for all seven of those products was retained by Q 

Holdings, making each Community Member inventor eligible for participation in the Community 

Fund.  In addition to the bids on the seven individual products, there was also a “bucket bid” of 

approximately $1,615,000.00 for the remaining inventions.  Stem’s individual auction bid was 

therefore 0.7584% of the total $4,615,000 in bids received at the auction.  The Plan 

Administrator argues that Houle is entitled to that same proportion of the Community Fund, 

15-12596-mg    Doc 539    Filed 01/26/17    Entered 01/26/17 16:04:09    Main Document   
   Pg 4 of 5



5 
 

resulting in an allocation of $2,465.00.  Houle essentially conceded at oral argument that this 

allocation methodology is reasonable.  The Court agrees.   

The Objection to Admin Motion I is therefore SUSTAINED.  Admin Claim I is allowed 

in the reduced amount of $2,465.00. 

B. Admin Motion II 

Admin Claim II, unlike Admin Claim I, fails to satisfy both prongs required for 

administrative expense status.  See Amalgamated Ins. Fund, 789 F.2d at 103–04.  Houle seeks 

royalties based on a prepetition transaction between himself and Quirky: Quirky accepted the 

idea for Stem in October 2011—approximately four years before the Petition Date.  (Admin Mot. 

II at 1.)  Admin Claim II could not benefit a debtor in possession which did not exist at the time 

of the expense.  Further, Houle does not allege that he ever held any security as collateral for the 

royalty contract with Quirky; in fact, the proofs of claim list both Admin Claims as general 

unsecured claims, not entitled to priority status. 

Because Admin Claim II does not meet the standards for an administrative expense, the 

Court SUSTAINS the Objection, and reclassifies Admin Claim II as a general unsecured claim. 

III. CONCLUSION 

For the foregoing reasons, the Objection is SUSTAINED.  Admin Claim I is hereby 

allowed in the reduced amount of $2,465.00, and Admin Claim II is hereby reclassified as a 

general unsecured claim. 

IT IS SO ORDERED. 

Dated:  January 26, 2017 
  New York, New York 
   

_____   /s/ Martin Glenn_______ 
MARTIN GLENN 

United States Bankruptcy Judge 
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