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IN THE UNITED STATES BANKRUPTCY COURT 
  FOR THE EASTERN DISTRICT OF VIRGINIA 

RICHMOND DIVISION 
 
In re: ) 
 ) 
 CHINO HOLDINGS, INC., et al.,  ) 
 ) 
 Debtors.1 ) 
_______________________________________) 
 

Case No. 20-32181 (KLP) 
 
Chapter 11 
 
(Jointly Administered) 
 
 

UNITED STATES’ RESPONSE IN OPPOSITION TO DEBTORS’ 
FIFTH OMNIBUS OBJECTION TO CLAIMS (NO LIABILITY CLAIMS) 

 
The United States of America, through undersigned counsel, files its response in opposition 

to the Debtors’ Fifth Omnibus Objection to Claims (No Liability Claims) (the “Claim Objection”) 

(docket no. 672) and in support states as follows:  

BACKGROUND 
 

1. The Debtors filed an omnibus objection that included tax claims filed by the 

United States.  The Claims Objection simply says “[b]ased on the Debtors’ books and records, 

the Debtors do not believe the specified Debtor owes any liability to the claimant.”  Id., pp. 13-

14, entries 5, 33. 

                                                 
1 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification 
number, as applicable, are Chinos Holdings, Inc. (3834); Chinos Intermediate Holdings A, Inc. (3301); Chinos 
Intermediate, Inc. (3871); Chinos Intermediate Holdings B, Inc. (3244); J. Crew Group, Inc. (4486); J. Crew 
Operating Corp. (0930); Grace Holmes, Inc. (1409); H.F.D. No. 55, Inc. (9438); J. Crew Inc. (6360); J. Crew 
International, Inc. (2712); J. Crew Virginia, Inc. (5626); Madewell Inc. (8609); J. Crew Brand Holdings, LLC 
(7625); J. Crew Brand Intermediate, LLC (3860); J. Crew Brand, LLC (1647); J. Crew Brand Corp. (1616); J. Crew 
Domestic Brand, LLC (8962); and J. Crew International Brand, LLC (7471).   
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2. The Internal Revenue Service filed a proof of claim on July 21, 2020, listing 

$22 million in estimated corporate income tax claims for tax years 2014 to 2020.  (Proof of 

Claim 322.)  The Service noted that the amounts due for tax years 2014 to 2019 are estimated 

“due to pending examination of Debtor[s’] tax return[s].”  Id.  A true and correct copy of this 

proof of claim is attached as Exhibit 101. 

3. For tax years 2014 through 2016, the IRS examination involves a transfer-pricing 

dispute.  Transfer pricing issues arise when multinational entities attempt to evade federal taxes 

by using intercompany transfers to make its domestic companies appear less profitable.  

Congress granted the IRS broad authority to allocate income and deductions among commonly 

controlled entities “in order to prevent evasion of taxes or clearly to reflect the income.”  

26 U.S.C. § 482; see 26 C.F.R. § 1.482-1(a)(1) (“The purpose of section 482 is to ensure that 

taxpayers clearly reflect income attributable to controlled transactions . . . .”).  In determining if a 

transaction reflects each parties’ income or deductions, “the standard to be applied in every case 

is that of a taxpayer dealing at arm’s length with an uncontrolled taxpayer.”  26 C.F.R. § 1.482-

1(b)(1).   

4. The Debtors in the United States paid commissions to an entity it controls in 

China.  The IRS has taken the position that these commissions were artificially high and thus 

reduced the income subject to US taxation (by giving the Debtors a larger deduction).  The IRS 

provided a detailed analysis to the Debtors of its position on May 5, 2020, for tax years 2014 

through 2016.  The Debtors responded by taking an administrative appeal within the IRS.  That 

appeal is currently pending.  
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5. For tax years 2017 to 2019, the IRS is beginning its examination.  One potential 

issue is the same transfer-pricing dispute from the earlier years.  The IRS may also examine 

other issues.   

6. For tax year 2020, the IRS filed a placeholder claim of $1, noting that the Debtors 

had not yet filed their return.  (Ex. 101.) 

ARGUMENT 
 

The Claim Objection has not overcome the prima facie validity of the Service’s proof of 

claim and does not provide any evidentiary support to rebut the validity of the proof of claim.  

Accordingly, the Claim Objection must be denied.  

Under 11 U.S.C. § 502(a), “a claim ... proof of which is filed under section 501 of this title, 

is deemed allowed, unless a party in interest ... objects.”  11 U.S.C. § 502(a); see Fed. R. Bankr. 

P. 3001(f) (“A proof of claim executed and filed in accordance with these rules shall constitute 

prima facie evidence of the validity and amount of the claim.”).  Section 502(b) then sets forth the 

nine, exclusive grounds for disallowing a properly filed proof of claim.  Summitbridge Nat'l Invs. 

III, LLC v. Faison, 915 F.3d 288, 292 (4th Cir. 2019).  The mere fact that a claim does not appear 

in the Debtors’ books and records is not one of the nine valid objections.  See 11 U.S.C. 

§§ 502(b)(1)-(9).  Accordingly, the Debtors’ objection is not a valid one.  

 In addition, “[t]he debtor must introduce evidence to rebut the claim’s presumptive 

validity.”  In re Harford Sands Inc., 372 F.3d 637, 640 (4th Cir. 2004).  Merely denying the 

validity of a claim is not sufficient.  In re Glenn, 100 B.R. 763, 766 (Bankr. W.D. Pa. 1989); In 

re Nejedlo, 324 B.R. 697, 699 (Bankr. E.D. Wis. 2005).  Even if the Debtor can overcome that 

initial burden, the remaining burden will follow general non-bankruptcy law.  Raleigh v. Illinois 

Dep’t of Rev., 530 U.S. 15, 20-21 (2000).  The Service’s determinations are presumed correct, 
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and the Debtors will retain the burden of proof on any tax deductions.  In re Landbank Equity 

Corp., 973 F.2d 265, 271 (4th Cir. 1992).  Because the Debtors have not come forward with any 

evidence, their objection should be denied.   

Finally, it is inappropriate to engage in a substantive tax litigation through an omnibus 

objection.  Fed. R. Bankr. P. 3007(d) lists eight housekeeping objections that may be lodged as 

omnibus objections.2  The limited nature of these omnibus objections is to “ensure the protection 

of the due process rights of the claimants.”  Adv. Committee’s Notes on 2007 amendment to 

Fed. R. Bankr. P. 3007.  The “books and records” objection raised in this objection is not listed 

as a ground for the omnibus objection.  It was excluded from Rule 3007(d) to “implicitly road-

block the use of this objection.”  See 9 Collier on Bankruptcy P 3007.04 (16th 2020).  The 

Debtor has ignored these restrictions, asking generically in its Claims Objection for a retroactive 

waiver of any provision of Rule 3007 that they may have violated.  (Claim Obj. ¶¶ 14-15.) 

The Court has not authorized making objections based solely on the Debtors’ books and 

records without any proof or support for their contentions.  Thus, the Debtors do not have 

permission from this Court to raise a $22 million tax matter with a single sentence tucked among 

33 other objections rather than continuing through the administrative audit process.  

Accordingly, the Debtors’ omnibus objection against the United States should be denied without 

prejudice. 

                                                 
2 The Rule provides in pertinent part, that “more than one claim may be joined in an omnibus 
objection if . . . the objections are based solely on the grounds that the claims should be 
disallowed, in whole or in part, because: (1) they duplicate other claims; (2) they have been filed 
in the wrong case; (3) they have been amended by subsequently filed proofs of claim; (4) they 
were not timely filed; (5) they have been satisfied or released . . .; (6) they were presented in a 
form that does not comply with applicable rules, and the objection states that the objector is 
unable to determine the validity of the claim because of the noncompliance; (7) they are 
interests, rather than claims; or (8) they assert priority in an amount that exceeds the maximum 
amount under §507 of the Code.”  Fed. R. Bankr. P. 3007(d). 
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CONCLUSION 
 

WHEREFORE, the United States respectfully requests that this Court overrule the Claim 

Objection and grant to the United States such other and further relief as this Court deems proper.   

 

Dated: September 16, 2020, 
 
       Respectfully submitted,  
 
       RICHARD E. ZUCKERMAN  

Principal Deputy Assistant Attorney General  
 

             /s/ Ari D. Kunofsky   
ARI D. KUNOFSKY 
Texas Bar No. 24050897 
Trial Attorney, Tax Division  
U.S. Department of Justice  
Post Office Box 227, Ben Franklin Station 
Washington, D.C. 20044 
Telephone: (202) 353-9187 
Facsimile: (202) 514-6866 
E-Mail: Ari.D.Kunofsky@usdoj.gov 
Counsel for the United States of America  
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CERTIFICATE OF SERVICE 

 
I hereby certify that on September 16, 2020, I electronically filed the foregoing document 

with the Clerk of Court using the CM/ECF system, which will send notification of such filing to 

all noticed persons who have elected to receive CM/ECF notices. 

 
Date: September 16, 2020, 

             /s/ Ari D. Kunofsky   
ARI D. KUNOFSKY 
Trial Attorney, Tax Division  
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UNITED STATES BANKRUPTCY COURT EASTERN DISTRICT OF VIRGINIA

Chinos Holdings, Inc., et al.

Department of Treasury - Internal Revenu

X

X

X

FILED
Claim No. 322

July 21, 2020
By Omni Claims Agent

For U.S. Bankruptcy Court

Eastern District of Virginia

Read the instructions before filling out this form. This form is for making a claim for payment in a bankruptcy case. Do not use this form to make a
request for payment of an administrative expense. Make such a request according to 11 U.S.C. § 503.

Filers must leave out or redact information that is entitled to privacy on this form or on any attached documents. Attach redacted copies of any documents
that support the claim, such as promissory notes, purchase orders, invoices, itemized statements of running accounts, contracts, judgments, mortgages, and
security agreements. Do not send original documents; they may be destroyed after scanning. If the documents are not available, explain in an attachment.

A person who files a fraudulent claim could be fined up to $500,000, imprisoned for up to 5 years, or both. 18 U.S.C. §§ 152, 157, and 3571.

Fill in all the information about the claim as of the date the case was filed. That date is on the notice of bankruptcy (Form 309) that you received.

Carefully read instructions included with this Proof of Claim before completing.

Philadelphia, PA 19101-7346

P.O. Box 7346

Internal Revenue Service

Philadelphia, PA 19101-7317

P.O. Box 7317

Internal Revenue Service

1-800-973-0424 1-800-973-0424

20-32181

Government 
Exhibit

_____________101
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$

$

$

____________%

Mortgage Proof of Claim 
Attachment Proof of Claim

$

$

$

3834

$22,077,797.92

Taxes

See AttachmentX

X

X

X

X

X

X
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Check all that apply

$

$

$

$

$

$

Check the appropriate box: 

Proof of Claim

Proof of Claim

$22,077,797.92

7/21/2020

L Lorello

L Lorello

Bankruptcy Specialist

Internal Revenue Service

400 N 8th Street, Box 76 ROOM 898

Richmond, VA 23219

X

X

X
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   Official Form 410 Proof of Claim page 1

Official Form 410 
Proof of Claim 04/19

Read the instructions before filling out this form. This form is for making a claim for payment in a bankruptcy case. Do not use this form to 
make a request for payment of an administrative expense. Make such a request according to 11 U.S.C. § 503. 
Filers must leave out or redact information that is entitled to privacy on this form or on any attached documents. Attach redacted copies of any 
documents that support the claim, such as promissory notes, purchase orders, invoices, itemized statements of running accounts, contracts, judgments, 
mortgages, and security agreements. Do not send original documents; they may be destroyed after scanning. If the documents are not available, 
explain in an attachment. 
A person who files a fraudulent claim could be fined up to $500,000, imprisoned for up to 5 years, or both. 18 U.S.C. §§ 152, 157, and 3571. 

Fill in all the information about the claim as of the date the case was filed. That date is on the notice of bankruptcy (Form 309) that you received.

Part 1:  Identify the Claim 

1. Who is the current
creditor? ___________________________________________________________________________________________________________ 

Name of the current creditor (the person or entity to be paid for this claim) 

Other names the creditor used with the debtor ________________________________________________________________________

2. Has this claim been
acquired from
someone else?

No

Yes. From whom?   ______________________________________________________________________________________________________

3. Where should notices
and payments to the
creditor be sent?

Federal Rule of
Bankruptcy Procedure
(FRBP) 2002(g)

Where should notices to the creditor be sent? Where should payments to the creditor be sent? (if 
different)

_____________________________________________________ 
Name

______________________________________________________ 
Number Street 

______________________________________________________ 
City State ZIP Code 

Contact phone ________________________ 

Contact email ________________________ 

_____________________________________________________ 
Name

______________________________________________________ 
Number Street 

______________________________________________________ 
City State ZIP Code

Contact phone ________________________ 

Contact email ________________________

Uniform claim identifier for electronic payments in chapter 13 (if you use one):

__  __  __  __  __  __  __  __  __  __  __  __  __  __  __  __  __  __  __  __  __  __  __  __ 

4. Does this claim amend
one already filed?

No

Yes.  Claim number on court claims registry (if known) ________ Filed on   ________________________
MM  /  DD /  YYYY

5. Do you know if anyone
else has filed a proof
of claim for this claim?

No
Yes.  Who made the earlier filing?    _____________________________

Debtor 1 __________________________________________________________________  

Debtor 2 ________________________________________________________________ 
(Spouse, if filing)

United States Bankruptcy Court for the: ___________District of ______________________ 

Case number  ___________________________________________ 

Fill in this information to identify the case: 

                 Creditor Number:  __________________

20-32181-KLP

✖

PA

Internal Revenue Service

1-800-973-0424

✖

VIRGINIA

CHINOS HOLDINGS, INC.

Philadelphia 19101-7317

Department of Treasury - Internal Revenue Service

Internal Revenue Service

PA Philadelphia

EASTERN

P.O. Box 7346 P.O. Box 7317

✖

19101-7346

1-800-973-0424
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Official Form 410 Proof of Claim page 2

Part 2:  Give Information About the Claim as of the Date the Case Was Filed 

6. Do you have any number
you use to identify the
debtor?

No

Yes. Last 4 digits of the debtor’s account or any number you use to identify the debtor:  ____   ____   ____  ____

7. How much is the claim? $_____________________________.  Does this amount include interest or other charges? 
No
Yes.  Attach statement itemizing interest, fees, expenses, or other

charges required by Bankruptcy Rule 3001(c)(2)(A).

8. What is the basis of the
claim?

Examples: Goods sold, money loaned, lease, services performed, personal injury or wrongful death, or credit card. 

Attach redacted copies of any documents supporting the claim required by Bankruptcy Rule 3001(c). 

Limit disclosing information that is entitled to privacy, such as health care information.  

______________________________________________________________________________

9. Is all or part of the claim
secured?

No

Yes. The claim is secured by a lien on property.

Nature of property:

Real estate. If the claim is secured by the debtor’s principal residence, file a Mortgage Proof of Claim
Attachment (Official Form 410-A) with this Proof of Claim.

Motor vehicle
Other. Describe: _____________________________________________________________ 

Basis for perfection: _____________________________________________________________
Attach redacted copies of documents, if any, that show evidence of perfection of a security interest (for 
example, a mortgage, lien, certificate of title, financing statement, or other document that shows the lien has 
been filed or recorded.)

Value of property:  $__________________

Amount of the claim that is secured:   $__________________

Amount of the claim that is unsecured:  $__________________ (The sum of the secured and unsecured 
amounts should match the amount in line 7.)

Amount necessary to cure any default as of the date of the petition:  $____________________ 

Annual Interest Rate (when case was filed)_______% 

Fixed
Variable

10. Is this claim based on a
lease?

No

Yes. Amount necessary to cure any default as of the date of the petition. $____________________ 

11. Is this claim subject to a
right of setoff?

No

Yes. Identify the property: ___________________________________________________________________

See Attachment

✖

✖

22,077,797.92

✖

✖

See Attachment

*All of debtor(s) right, title and interest to property - 26 U.S.C. §6321.

Taxes

✖
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Official Form 410 Proof of Claim page 3

12. Is all or part of the claim
entitled to priority under
11 U.S.C. § 507(a)?

A claim may be partly
priority and partly
nonpriority. For example,
in some categories, the
law limits the amount
entitled to priority.

No

Yes. Check one: Amount entitled to priority 

Domestic support obligations (including alimony and child support) under
11 U.S.C. § 507(a)(1)(A) or (a)(1)(B). $____________________

Up to $3,025* of deposits toward purchase, lease, or rental of property or services for 
personal, family, or household use. 11 U.S.C. § 507(a)(7). $____________________ 

Wages, salaries, or commissions (up to $13,650*) earned within 180 days before the 
bankruptcy petition is filed or the debtor’s business ends, whichever is earlier.
11 U.S.C. § 507(a)(4).

$____________________ 

Taxes or penalties owed to governmental units. 11 U.S.C. § 507(a)(8). $____________________ 

Contributions to an employee benefit plan. 11 U.S.C. § 507(a)(5). $____________________ 

Other. Specify subsection of 11 U.S.C. § 507(a)(__) that applies. $____________________ 

* Amounts are subject to adjustment on 4/01/22 and every 3 years after that for cases begun on or after the date of adjustment.

Part 3:  Sign Below 

The person completing 
this proof of claim must 
sign and date it.  
FRBP 9011(b). 

If you file this claim 
electronically, FRBP 
5005(a)(2) authorizes courts 
to establish local rules 
specifying what a signature 
is.  

A person who files a 
fraudulent claim could be 
fined up to $500,000, 
imprisoned for up to 5 
years, or both.  
18 U.S.C. §§ 152, 157, and 
3571. 

Check the appropriate box: 

I am the creditor.
I am the creditor’s attorney or authorized agent.
I am the trustee, or the debtor, or their authorized agent. Bankruptcy Rule 3004.
I am a guarantor, surety, endorser, or other codebtor. Bankruptcy Rule 3005.

I understand that an authorized signature on this Proof of Claim serves as an acknowledgment that when calculating the 
amount of the claim, the creditor gave the debtor credit for any payments received toward the debt.  

I have examined the information in this Proof of Claim and have a reasonable belief that the information is true 
and correct. 

I declare under penalty of perjury that the foregoing is true and correct.  

Executed on date   _________________ 
MM  /   DD   /   YYYY

________________________________________________________________________
Signature 

Print the name of the person who is completing and signing this claim:

Name _______________________________________________________________________________________________
First name Middle name Last name 

Title _______________________________________________________________________________________________ 

Company _______________________________________________________________________________________________ 
Identify the corporate servicer as the company if the authorized agent is a servicer.

Address _______________________________________________________________________________________________
Number Street

_______________________________________________________________________________________________
City State ZIP Code

Contact phone _____________________________ Email ____________________________________

✖

Richmond

✖

VA

✖

22,077,797.92

L

400 N 8th Street, Box 76 ROOM 898

07/17/2020

23219

/s/L LORELLO

LORELLO

Bankruptcy Specialist

Internal Revenue Service
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Proof of Claim for

Department of the Treasury/Internal Revenue Service

Internal Revenue Taxes
Case Number

410Form
Attachment

Type of Bankruptcy Case

Date of Petition

In the Matter of:

Unsecured Priority Claims under section 507(a)(8) of the Bankruptcy Code

Taxpayer ID
Number Kind of Tax Tax Period Date Tax Assessed   Tax Due Interest to Petition Date

XX-XXX3834 CORP-INC 01/31/2014 1 5-ESTIMATED-SEE NOTE $4,896,171.00 $1,380,827.62

XX-XXX3834 CORP-INC 01/31/2015 1 5-ESTIMATED-SEE NOTE $2,807,566.00 $685,422.30

XX-XXX3834 CORP-INC 01/31/2016 1 5-ESTIMATED-SEE NOTE $0.00 $0.00

XX-XXX3834 CORP-INC 01/31/2018 1 5-ESTIMATED-SEE NOTE $2,500,000.00 $272,710.00

XX-XXX3834 CORP-INC 01/31/2019 1 5-ESTIMATED-SEE NOTE $0.00 $0.00

XX-XXX3834 CORP-INC 01/31/2017 1 5-ESTIMATED-SEE NOTE $8,250,000.00 $1,285,100.00

XX-XXX3834 CORP-INC 01/31/2020 2 1-ESTIMATED-SEE NOTE $1.00 $0.00

$18,453,738.00 $3,624,059.92

Total Amount of Unsecured Priority Claims: $22,077,797.92

1 ESTIMATED TAX LIABILITY DUE TO PENDING EXAMINATION OF DEBTOR TAX RETURN.
2 LIABILITY IS ESTIMATED BASED ON AVAILABLE INFORMATION BECAUSE THE RETURN HAS NOT BEEN FILED. THIS CLAIM MAY BE AMENDED AS NECESSARY AFTER THE DEBTOR FILES THE RETURN OR PROVIDES
OTHER REQUIRED INFORMATION.

05/04/2020

The United States has the right of setoff or counterclaim. However, this determination is based on available data and is not intended to
waive any right to setoff against this claim debts owed to this debtor by this or any other federal agency. All rights and is of setoff are
preserved and will be asserted to the extent lawful.

CHAPTER  11

20-32181-KLP
CHINOS HOLDINGS, INC.

225 LIBERTY STREET
NEW YORK, NY 10281
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