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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE SOUTHERN DISTRICT OF INDIANA 

INDIANAPOLIS DIVISION 

 
In re: 
 

USA GYMNASTICS,
1
 

 
Debtor. 

 

 
Chapter 11 
 
Case No. 18-09108-RLM-11 
 
 

 
FIRST DAY MOTION FOR ORDER (I) AUTHORIZING  

THE DEBTOR TO PAY PRE-PETITION TAXES; AND (II) AUTHORIZING  
THE DEBTOR’S BANK TO HONOR AND PROCESS CHECKS AND  

ELECTRONIC TRANSFER REQUESTS RELATED THERETO PURSUANT  
TO SECTIONS 105(a), 363(b), 507(a)(8), AND 541 OF THE BANKRUPTCY CODE 

 
USA Gymnastics, as debtor and debtor in possession in the above-captioned chapter 11 

case (the “Debtor” or “USAG”), hereby moves (the “Motion”) for the entry of an order, 

substantially in the form attached hereto as Exhibit A, pursuant to sections 105(a), 363(b), 

507(a)(8), and 541 of title 11 of the United States Code, 11 U.S.C. §§ 101–1532 (the “Bankruptcy 

Code”), Rules 6003 and 6004 of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy 

Rules”), and Rule B-9013-3 of the Local Rules of the United States Bankruptcy Court for the 

Southern District of Indiana (the “Local Rules”), (i) authorizing, but not directing, the Debtor, in 

its sole discretion, to remit and pay pre-petition payroll and other taxes (collectively, the “Taxes”) 

to various federal, state, county, and city taxing authorities (each, an “Authority” and, collectively, 

the “Authorities”) identified on Exhibit B; and (ii) authorizing The PNC Financial Services 

Group, Inc. d/b/a PNC Bank (the “Bank”) to receive, process, honor, and pay all checks and 

electronic payment requests relating to the foregoing.  In support of this Motion, the Debtor relies 

                                                 
1
 The last four digits of the Debtor’s federal tax identification number are 7871.  The location of the Debtor’s 

principal office is 130 E. Washington Street, Suite 700, Indianapolis, Indiana 46204. 
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upon the Declaration of James Scott Shollenbarger (the “First Day Declaration”), filed 

concurrently herewith, and respectfully states as follows: 

JURISDICTION 

1. The Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and 1334, 

and the Standing Order of Reference from the United States District Court for the Southern District 

of Indiana, dated July 11, 1984.  This is a core proceeding pursuant to 28 U.S.C. § 157(b)(2), and 

the Court may enter a final order consistent with Article III of the United States Constitution.  

Venue is proper pursuant to 28 U.S.C. §§ 1408 and 1409.  The statutory and legal predicates for 

the relief requested herein are sections 105(a), 363(b), 507(a)(8), and 541 of the Bankruptcy Code 

and Rules 6003 and 6004 of the Bankruptcy Rules. 

BACKGROUND 

I. General. 

2. On the date hereof (the “Petition Date”), USAG filed a voluntary petition for relief 

under chapter 11 of the Bankruptcy Code. Concurrently with this Motion, the Debtor has also filed 

certain other motions and applications seeking certain “first day” relief. 

3. The Debtor remains in possession of its property and continues to operate and 

maintain its organization as debtor in possession pursuant to sections 1107(a) and 1108 of the 

Bankruptcy Code. No request has been made for the appointment of a trustee or examiner and no 

official committee has been established in this chapter 11 case.  

4. The Debtor is a 501(c)(3) not-for-profit organization incorporated in Texas. Based 

in Indianapolis, Indiana, the Debtor is governed by a Board of Directors.  

5. The Debtor’s organization encompasses six disciplines: women’s gymnastics, 

men’s gymnastics, trampoline and tumbling, rhythmic gymnastics, acrobatic gymnastics, and 

group gymnastics. The Debtor provides educational opportunities for coaches and judges, as well 
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as gymnastics club owners and administrators, and sanctions approximately 4,000 competitions 

and events throughout the United States annually. More than 200,000 athletes, professionals, and 

clubs are members of USAG.  

6. The Debtor also sets the rules and policies that govern the sport of gymnastics in 

the United States, including selecting and training the United States gymnastics teams for the 

Olympics and World Championships. The Debtor is currently designated by the United States 

Olympic Committee (the “USOC”) as the national governing body for the sport of gymnastics in 

the United States. The USOC recently has taken steps toward revoking USAG’s designation as the 

national governing body for gymnastics. 

7. As a result of the misconduct of Larry Nassar, a former volunteer physician to 

USAG, the Debtor has been named as a defendant in approximately 100 lawsuits brought by 

survivors of Nassar’s abuse. The Debtor’s first priority is to ensure that these survivors are treated 

fairly and respectfully. The survivors’ claims, in the aggregate, may exceed the available resources 

of the Debtor. The Debtor submits that this Court is the best forum in which to implement 

appropriate procedures to equitably determine the rights to and allocate recoveries to survivors 

who have asserted claims against the Debtor. The Debtor remains committed to its mission of 

supporting athletes, and will continue to take specific and concrete steps to promote athlete safety 

and prevent future abuse.     

8. Additional information about the Debtor and the events leading up to the Petition 

Date can be found in the First Day Declaration, which is incorporated herein by reference. 

II. The Taxes. 

9. The Debtor has fewer tax obligations than most chapter 11 debtors.   

10. As a non-profit entity under 26 U.S.C. § 501(c)(3), USAG does not have an 

obligation to pay federal or state income taxes on income related to its charitable and educational 
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purposes. At times, USAG does accrue taxable unrelated business income. It eliminates such 

taxation by using a net operating loss carry forward. In addition, USAG does not remit sales or use 

taxes. USAG has contracted with an unrelated third party, Main Event Merchandise Group (“Main 

Event”), to sell apparel and certain merchandise.  Any Taxes that arise as a consequence of those 

sales are collected and remitted by Main Event, rather than USAG.   

11. USAG remits payroll taxes in Indiana, Colorado, New Mexico, and Ohio. All 

payroll taxes are processed with each payroll cycle and funds are transferred to the appropriate 

Authority as of the date of each payroll.  All payroll taxes are current with all Authorities. 

12. Despite the limited scope of USAG’s historical tax obligations, USAG recognizes 

that new tax obligations could arise in the ordinary course of its operations.  As such, USAG seeks 

regular tax counseling. 

RELIEF REQUESTED 

13. By this motion, the Debtor seeks authority to pay in the ordinary course of 

operations pre-petition Taxes, to the extent such obligations exist—e.g., Taxes that accrued pre-

petition, but which have not yet become due; Taxes that were owed to the Authorities pre-petition, 

but were not in fact paid or processed pre-petition; or Taxes that were paid pre-petition in an 

amount less than actually owed, or that were rejected, lost, or otherwise not received in full by any 

Authority.2 Furthermore, to the extent any checks, drafts, deposits, or transfers issued or initiated 

by the Debtor on account of pre-petition Taxes have not cleared as of the Petition Date, the Debtor 

also seeks an order authorizing the Bank to honor and process such payments. 

                                                 
2 The Debtor believes that no Taxes are delinquent, except where payment was timely remitted but a check 
has not been honored as of the Petition Date.  
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BASIS FOR RELIEF 

I. Request To Pay Pre-Petition Taxes In The Ordinary Course. 

14. The Court should permit the Debtor, in its sole discretion, to pay outstanding Taxes, 

to the extent such obligations exist.  Numerous grounds justify granting the relief requested herein.  

15. First, the Taxes are likely entitled to priority status under section 507(a)(8) of the 

Bankruptcy Code and, therefore, must be paid in full under any chapter 11 plan.  See 11 U.S.C. 

§ 1129(a)(9)(c). Thus, the Debtor submits that the payment of any Taxes as requested by this 

Motion will likely affect only the timing of the payments, and not the amounts that would 

ultimately be received by the Authorities. Further, paying the Taxes will give the Authorities no 

more than that to which they otherwise are entitled under a chapter 11 plan, and will save the 

Debtor the potential interest expense (and penalties) that might otherwise accrue if the relief 

requested herein is not granted. 

16. Second, the Debtor’s failure to pay any Taxes could have a material adverse impact 

on its ability to operate in the ordinary course and thus harm the Debtor’s reorganization effort, to 

the detriment of all stakeholders. For example, the Authorities could initiate audits of the Debtor 

if the Taxes are not paid on time, which would unnecessarily divert the Debtor’s attention away 

from the chapter 11 process and result in unnecessary expenses.  Moreover, if the Debtor does not 

pay such amounts in a timely manner, the Authorities may attempt to suspend the Debtor’s 

operations, file liens, seek to lift the automatic stay, seek payment from the Debtor’s directors and 

officers, or pursue other remedies that could materially harm the Debtor’s estate and its efforts in 

connection with this chapter 11 case. 

17. Third, sections 105(a) and 363(b) of the Bankruptcy Code authorize the requested 

relief. Section 105(a) of the Bankruptcy Code allows the Court to “issue any order, process, or 

judgment that is necessary or appropriate to carry out the provisions” of the Bankruptcy Code. 11 
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U.S.C. § 105(a). Similarly, section 363(b)(1) of the Bankruptcy Code authorizes a debtor to use 

property of the estate other than in the ordinary course of business after notice and a hearing.  11 

U.S.C. § 363(b)(1). The Seventh Circuit’s decision in In re Kmart Corp., 359 F.3d 866, 872-73 

(7th Cir. 2004), supports the use of section 363(b)(1) to pay the Taxes. Kmart stands for the 

proposition that the use or sale of property under section 363(b)(1) is permissible when it benefits 

all creditors generally, not just the parties involved in the proposed transaction.  Id. at 872–73.  

Here, all creditors and parties in interest will benefit if the Debtor is authorized to pay the Taxes, 

to the extent such obligations exist.  By doing so, the Debtor will avoid the consequences of non-

payment described above and will be able to focus its full attention and resources on this chapter 

11 case.  

18. Finally, in numerous chapter 11 cases in this and other districts, courts have 

authorized debtors to pay pre-petition tax obligations in light of the foregoing considerations. See, 

e.g., In re hhgregg, Inc., No. 17-01302-11 (Bankr. S.D. Ind. 2017); In re Conroe Lodging Assocs., 

LLP, Case No. 13-11705 (Bankr. S.D. Ind. 2013); In re Ontario Lodging Assocs., LLC, Case No. 

13-11712 (Bankr. S.D. Ind. 2013); In re Buehler Foods, Inc., Case No. 05-70961 (Bankr. S.D. Ind. 

2005); In re ATA Holdings Corp., Case No. 04-19866 (Bankr. S.D. Ind. 2004); In re Caesars 

Entertainment Operating Company, Inc., Case No. 15-01145 (Bankr. N.D. Ill. 2015); In re ITR 

Concession Co., No. 14-34284 (Bankr. N.D. Ill. 2014); In re Halcón Res. Corp., Case No. 16-

11724 (BLS) (Bankr. D. Del. 2016).  The Debtor submits that the circumstances of this chapter 11 

case warrant granting similar relief, and that doing so is in the best interests of the Debtor, its 

estate, and creditors, and therefore should be granted. 
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II. Request For Authority For Bank To Honor And Pay Checks In Connection Herewith. 

19. In addition, by this Motion, the Debtor requests that the Bank be authorized, when 

requested by the Debtor, to receive, process, honor, and pay any and all checks presented for 

payment of, and to honor all fund transfer requests made by the Debtor related to, the pre-petition 

obligations described herein, whether such checks were presented or fund transfer requests were 

submitted before or after the Petition Date, provided that sufficient funds are available in the 

applicable accounts to make the payments.  The Debtor represents that these checks are drawn on 

identifiable disbursement accounts and can be readily identified as relating directly to the 

authorized payment of obligations described herein.  Accordingly, the Debtor believes that checks 

other than those relating to authorized payments will not be honored inadvertently. 

20. For the foregoing reasons, the Debtor believes that granting the relief requested 

herein is appropriate and in the best interests of its estate and creditors. 

THE REQUIREMENTS OF BANKRUPTCY RULE 6003 ARE SATISFIED 

21. Bankruptcy Rule 6003 empowers a court to grant relief within the first 21 days after 

the Petition Date “to the extent that relief is necessary to avoid immediate and irreparable harm.”  

Fed. R. Bankr. P. 6003(b). For the reasons discussed above, authorizing the Debtor to pay the 

Taxes and granting the other relief requested in this Motion is integral to the Debtor’s ability to 

maintain its operations and to its restructuring. Failure to receive such authorization and other 

relief during the first 21 days of this chapter 11 case would be severely disruptive at this critical 

juncture. Accordingly, the Debtor submits that it has satisfied the “immediate and irreparable 

harm” standard of Bankruptcy Rule 6003 to support granting the relief requested in this Motion 

WAIVER OF BANKRUPTCY RULES 6004(a) AND 6004(h) 

22. In addition, by this motion, the Debtor seeks a waiver of any stay of the 

effectiveness of the order approving this Motion.  Pursuant to Bankruptcy Rule 6004(h), “[a]n 

Case 18-09108-RLM-11    Doc 15    Filed 12/05/18    EOD 12/05/18 18:24:55    Pg 7 of 9



8 
 

order authorizing the use, sale, or lease of property other than cash collateral is stayed until the 

expiration of 14 days after entry of the order, unless the court orders otherwise.” Fed. R. Bankr. P. 

6004(h).  For the reasons set forth above, the Debtor submits that ample cause exists to justify a 

waiver of the 14-day stay imposed by Bankruptcy Rule 6004(h). 

RESERVATION OF RIGHTS 

23. Nothing in this Motion or the proposed order attached hereto (i) is intended or shall 

be deemed to constitute an assumption of any agreement pursuant to section 365 of the Bankruptcy 

Code or an admission as to the validity of any claim against the Debtor or its estate; (ii) shall 

impair, prejudice, waive, or otherwise affect the rights of the Debtor or its estate with respect to 

the validity, priority, or amount of any claim against the Debtor or its estate; (iii) shall impair, 

prejudice, waive, or otherwise affect the rights of the Debtor or its estate with respect to any and 

all claims or causes of action against any Authority; or (iv) shall be construed as a promise to pay 

a claim. 

CONSULTATION WITH U.S. TRUSTEE AND CLERK’S OFFICE 

24. The Debtor’s counsel discussed this Motion, and the relief requested herein, with 

the United States Trustee for the Southern District of Indiana on December 4, 2018. Debtor’s 

counsel provided notice of the filing of the chapter 11 case to the Clerk of the Court and the Chief 

Judge’s Courtroom Deputy on December 5, 2018. 

NOTICE 

25. Notice of this Motion has been provided to:  (i) the U.S. Trustee; (ii) the Office of 

the United States Attorney for the Southern District of Indiana; (iii) the Internal Revenue Service; 

(iv) the USOC; (v) the Debtor’s thirty (30) largest unsecured creditors; and (vi) counsel of record 

for the individuals who have sued USAG in the Nassar-related litigation. Notice of this Motion 

and any order entered hereon will be served in accordance with Local Rule B-9013-3(d).  In light 
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of the nature of the relief requested herein, the Debtor submits that no other or further notice is 

necessary. 

WHEREFORE, the Debtor respectfully requests that the Court enter the order substantially 

in the form annexed hereto as Exhibit A, granting the relief requested herein and such further relief 

as is just and proper. 

Dated: December 5, 2018    Respectfully submitted, 
 

       JENNER & BLOCK LLP 
 

By: /s/ Melissa M. Root                    
 

Catherine L. Steege (pro hac vice pending) 
Dean N. Panos (pro hac vice pending) 
Melissa M. Root (#24230-49) 
353 N. Clark Street 
Chicago, Illinois 60654 
(312) 923-2952 
csteege@jenner.com 
dpanos@jenner.com 
mroot@jenner.com 
 
Proposed Counsel for the Debtor
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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE SOUTHERN DISTRICT OF INDIANA 

INDIANAPOLIS DIVISION 

 
In re: 
 

USA GYMNASTICS,
1
 

 
Debtor. 
 

 
Chapter 11 
 
Case No. 18-09108-RLM-11 
 
 
 

 
ORDER GRANTING FIRST DAY MOTION (I) AUTHORIZING THE DEBTOR TO 

PAY PRE-PETITION TAXES; AND (II) AUTHORIZING THE DEBTOR’S 
BANK TO HONOR AND PROCESS CHECKS AND ELECTRONIC 

TRANSFER REQUESTS RELATED THERETO PURSUANT TO  
SECTIONS 105(a), 363(b), 507(a)(8), AND 541 OF THE BANKRUPTCY CODE 

This matter came before the Court on the First Day Motion For An Order (I) Authorizing 

The Debtor To Pay Taxes; And (II) Authorizing The Debtor’s Bank To Receive, Process, Honor, 

And Pay All Checks And Electronic Fund Transfers Related To The Taxes (the “Motion”) filed by 

USA Gymnastics (the “Debtor”) for an order pursuant to sections 105(a), 363(b), 507(a)(8), and 

                                                 
1 The last four digits of the Debtor’s federal tax identification number are 7871.  The location of the Debtor’s 
principal office is 130 E. Washington Street, Suite 700, Indianapolis, Indiana 46204. 
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541 of title 11 of the United States Code, 11 U.S.C. §§ 101–1532 (the “Bankruptcy Code”), Rules 

6003 and 6004 of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”), and Rule 

B-9013-3 of the Local Rules of the United States Bankruptcy Court for the Southern District of 

Indiana; and upon consideration of the Declaration of James Scott Shollenbarger; and the Court 

finds that (i) it has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and 1334; (ii) this 

matter is a core proceeding within the meaning of 28 U.S.C. § 157(b)(2); (iii) the relief requested 

in the Motion is in the best interests of the Debtor, its estate, and creditors, and any party in interest; 

and after due deliberation, and good and sufficient cause appearing therefore, the Court hereby 

determines the Motion should be GRANTED. 

IT IS HEREBY ORDERED: 

1. The Motion is granted as set forth herein. 

2. The Debtor is authorized, but not directed, in its discretion, to pay, in the ordinary 

course of its operations, all pre-petition Taxes to the Authorities, to the extent such obligations 

exist. 

3. Nothing in this Order shall be construed as directing the Debtor to pay any amounts 

on account of past-due taxes. 

4. The PNC Financial Services Group, Inc. d/b/a PNC Bank (the “Bank”) is 

authorized to receive, process, honor, and pay all checks presented for payment of, and to honor 

all fund transfer requests made by the Debtor related to the claims paid pursuant to this Order, 

regardless of whether such checks were presented or fund transfer requests were submitted prior 

to or after the Petition Date, provided that funds are available in the Debtor’s accounts to cover 

such checks and fund transfers.  The Bank is authorized to rely on the Debtor’s designation of any 

particular check or fund transfer as approved by this Order. 
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5. Nothing in this Order (i) is intended or shall be deemed to constitute an assumption 

of any agreement pursuant to section 365 of the Bankruptcy Code or an admission as to the validity 

of any claim against the Debtor or its estate; (ii) shall impair, prejudice, waive, or otherwise affect 

the rights of the Debtor or its estate with respect to the validity, priority, or amount of any claim 

against the Debtor or its estate; (iii) shall impair, prejudice, waive, or otherwise affect the rights of 

the Debtor or its estate with respect to any and all claims or causes of action against any Authority; 

or (iv) shall be construed as a promise to pay a claim. 

6. The Debtor is authorized to take any and all actions necessary to effectuate the relief 

granted herein. 

7. Bankruptcy Rule 6003(b) has been satisfied because the relief requested in the 

Motion is necessary to avoid immediate and irreparable harm to the Debtor.  The requirements of 

Bankruptcy Rule 6004(a) and Bankruptcy Rule 6004(h) are waived under the circumstances. 

8. This Court shall retain jurisdiction with respect to all matters arising from or related 

to the implementation of this Order. 

###
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1. Federal Taxing Authority: 

AUTHORITY ADDRESS CITY STATE ZIP TYPE 
Internal Revenue Service 
Centralized Insolvency Operation PO Box 7346 Philadelphia PA 19101-7346 Federal W/H 

 
2. State and Local Taxing Authorities: 

STATE PARENT AUTHORITY ADDRESS CITY STATE ZIP TYPE 
Colorado Colorado Dept. of Labor and Employment PO BOX  8789 Denver CO 80201-8789 Unemployment 

Unemployment Insurance Employer Services           

  

Colorado Dept. of Revenue 1375 Sherman Street Denver CO 80203 State W/H 

  
Indiana 

Indiana Dept of Workforce Development 
10 N Senate Avenue, Room 
211 SE Indianapolis IN 46204 Unemployment 

  

Indiana Dept. of Revenue PO BOX 7221 Indianapolis IN 46207 State W/H 

  
New 
Mexico 

State of New Mexico PO BOX 1928 Albuquerque NM 87103 Unemployment 

New Mexico Dept. of Workforce Solutions           

  

New Mexico Taxation & Revenue Dept. 
1200 South St. Francis Dr., PO 
Box 5374 Santa Fe NM 87504 State W/H 

  
Ohio Ohio Dept. of Job and Family Services PO BOX 182404 Columbus OH 43218-2404 Unemployment 

  

Ohio Dept. of Taxation PO Box 182215 Columbus OH 43218-2215 State W/H 

Central Registration Unit           
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