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An unraveling fraud frequently finds its 
resolution in bankruptcy court. Filed as 
an involuntary chapter 7 petition in the 

Western District of Virginia, In re Runnymede 
Capital Management Inc. provides another exam-
ple of a story that appears with regularity through 
the case law. 
 When an order for relief was entered in the 
Runnymede involuntary case, a chapter 7 trustee 
was appointed to administer the case. The chap-
ter 7 trustee filed a complaint against the bank 
seeking to avoid a lengthy series of transfers 
from Runnymede to its bank (the “complaint”). 
The bank responded to the complaint by filing a 
motion to dismiss. The chapter 7 trustee then filed 
his response, the bank replied, a hearing on the 
bank’s motion to dismiss was held on Nov. 28, 
2018, and the court took the matter under advise-
ment. On Feb. 22, 2019, Hon. Rebecca Buehler 
Connelly issued her memorandum opinion on the 
bank’s motion to dismiss (the “opinion”).
 Both the opinion and this article draw the story 
of Runnymede from the allegations set forth in the 
chapter 7 trustee’s complaint. It should also be 
noted that this litigation continues without a final 
ruling on the merits. Nevertheless, Runnymede 
presents an egregious tale of fraud. After achiev-
ing success as an attorney and businessman, Trey 
Kinder suffered a sudden and untimely death, 
leaving behind his wife, two small children and an 
estate worth $6.5 million. Victor M. Dandridge, 
III, a childhood friend of Mr. Kinder, offered to 
provide investment advice to the widowed Lynne 
J. Kinder and her family. Dandridge made his 
offer at the funeral, and again through a letter 
touting his skill and business contacts sent soon 
after Mr. Kinder’s death. Mrs. Kinder accepted 
the offer and authorized Dandridge to manage her 
family’s assets.
 Once he began managing the Kinder assets, 
Dandridge expanded a relationship that already 
existed with his bank. According to the complaint’s 
allegations, the bank was aware that Dandridge 
“derived income as an investment adviser” and 
“had no regular source of income.” The bank also 
knew, or should have known, that Dandridge “was 
not a licensed investment advisor at the time ... nor 
was he employed by one.” The bank nevertheless 
provided Dandridge and his entities with a series of 
loans and extensions of credit.

 Runnymede became one of the Dandridge 
entities, formed soon after Mr. Kinder’s pass-
ing. After creating the entity, he promptly opened 
a deposit and checking account for Runnymede 
(“Runnymede 6930”) with the bank, and within 
months moved $1.4 million of the Kinder assets 
into this account. Two months later, the bank 
loaned Dandridge and his wife $500,000 for their 
acquisition of a vacation home. The bank also 
soon proceeded to extend a revolving line of credit 
for $125,000 to Wycliffe Capital Management 
Inc., another Dandridge entity. Acting through 
Dandridge, Wycliffe also opened a deposit and 
checking account with the bank.
 In the following year, Dandridge and his wife 
also formed what became Timberlake Lighting 
Inc., a wholesale and retail lighting company. 
Unsurprisingly, Timberlake established its own 
deposit and checking account with the bank, which 
also provided this new business with a $150,000 
revolving line of credit. In addition, the bank pro-
vided the Dandridges with a further commercial 
loan for $1,258,000 to either capitalize or purchase 
a business, most likely Timberlake (the “commer-
cial note”). The loan documents accompanying the 
commercial note provided the bank with security 
interests in all Dandridge deposits and investments 
with the bank.
 During the following two years — between 
Jan. 1, 2009, and Dec. 31, 2011 — Dandridge 
orchestra ted four  categories  of  t ransfers : 
(1) Dandridge transferred $2 million of Kinder 
funds into Runnymede 6930; (2) Runnymede 
transferred $2.5 million to Dandridge’s personal 
account; (3) Runnymede transferred $782,000 to 
Timberlake’s account; and (4) Runnymede trans-
ferred $51,000 to the Wycliffe account. These 
“Runnymede transfers out” totaled $3.3 mil-
lion. According to the complaint, the transfers 
of Kinder assets into Runnymede created a debt 
from Runnymede to Mrs. Kinder. Runnymede’s 
transfers out to Dandridge, Timberlake and 
Wycliffe “depleted the estate of Runnymede and 
left Runnymede with no or insufficient assets 
with which to pay the liabilities to Mrs. Kinder.” 
When Runnymede transferred $2.5 million to 
Dandridge’s personal account, an interest in the 
funds also passed to the bank pursuant to the 
security interests granted in conjunction with the 
commercial note. 
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 In summing up the allegations set forth in the complaint, 
the chapter 7 trustee stated that (1) the Runnymede trans-
fers out left no or insufficient assets to pay liabilities to 
Runnymede’s creditors, (2) Mrs. Kinder was a creditor at 
the time of each transfer, (3) title to the funds passed from 
Runnymede to the bank when they passed into Dandridge’s 
personal account, (4) the Runnymede transfers out occurred 
while Runnymede was insolvent or caused Runnymede 
to become insolvent, and (5) Runnymede did not receive 
consideration deemed valuable at law in exchange for the 
Runnymede transfers out. The transfers from Runnymede 
facilitated hundreds of thousands of dollars in loan repay-
ments to the bank owed by Dandridge and his entities. 
 The chapter 7 trustee’s complaint goes on to allege that 
each Runnymede transfer out closely followed Runnymede’s 
receipt of Kinder funds. Together with additional assertions 
of Dandridge’s fraud and deception, the complaint asserted 
that the bank knew that Dandridge had no regular source 
of income, and that Timberlake was making no money. Per 
the complaint, the bank also knew that Mrs. Kinder was the 
ultimate source of the above-described transfers, and of the 
substantial sums paid to the bank by Dandridge and his enti-
ties. Dandridge’s businesses were further described in the 
complaint as failing, and the Dandridges were said to be 
regularly in default under the commercial note, which they 
failed to satisfy upon its maturity on July 31, 2010. 
 After initially balking on a renewal or extension of the 
commercial note, the complaint stated that the bank agreed to 
do so if Dandridge provided additional collateral, an immedi-
ate $100,000 curtailment and annual $100,000 curtailments 
thereafter. To satisfy the bank’s request for additional col-
lateral, Dandridge convinced Mrs. Kinder to provide a deed 
of trust against her family’s residence. Dandridge also report-
edly satisfied the $100,000 loan curtailment to the bank by 
having Runnymede transfer more funds received from Mrs. 
Kinder to his personal account.
 Following further transfers of Kinder funds into 
Runnymede, then into the accounts of Dandridge and his 
other entities, the complaint asserted that the bank termi-
nated its deposit relationships with Dandridge, Runnymede, 
Timberlake and Wycliffe, as well as its merchant services 
agreement with Timberlake. These terminations reportedly 
had the effect of depleting the collateral pool securing the 
commercial note. Rather than calling the commercial note, 
however, the bank continued to accept payments until the 
commercial note was paid in full.
 Mrs. Kinder was the petitioning creditor who filed 
the Runnymede involuntary petition. Dandridge and 
Timberlake also became chapter 7 debtors. Dandridge pled 
guilty to defrauding three victims, including Mrs. Kinder. 
The chapter 7 trustee filed his complaint against the bank 
seeking to avoid, as fraudulent transfers, 114 transactions 
over a three-year period between and among the afore-
mentioned accounts. The complaint demanded judgment 
for approximately $3.3 million, an aggregate sum that had 
been moved by Dandridge from Runnymede 6930 into the 
accounts of Dandridge, Timberlake and Wycliffe, all main-
tained with the bank. 
 Mrs. Kinder was the source of the funds that were trans-
ferred to Runnymede 6930, and she filed the sole proof of 

claim in the Runnymede case. Both counts of the trustee’s 
complaint sought to utilize §§ 544 (b) (1) and 550 of the 
Bankruptcy Code, together with applicable avoidance law, to 
avoid the transfers and recover the value of the property that 
had been transferred. Before being permitted a recovery pur-
suant to § 550, a chapter 7 trustee must first demonstrate all 
elements of § 544 in order to state a claim. Section 544 (b) (1) 
provides, in pertinent part, that “the trustee may avoid any 
transfer of an interest of the debtor in property or any obliga-
tion incurred by the debtor that is voidable under applicable 
law by a creditor holding an unsecured claim that is allow-
able under section 502 of this title.”
 Section 544 (b) (1) led the chapter 7 trustee to §§ 55-80 
and 55-81 of the Virginia Code, rather than § 548 of the 
Bankruptcy Code. Section 55-80 provides that every transfer 
of “any estate, real or personal ... with [the] intent to delay, 
hinder or defraud creditors, purchasers or other persons of or 
from what they are or may be lawfully entitled to shall, as to 
such creditors, purchasers or other persons, their representa-
tives or assigns, be void.” Section 55-81 further provides that 
every transfer that “is not upon consideration deemed valu-
able in law ... by an insolvent transferor, or by a transferor 
who is thereby rendered insolvent, shall be void as to credi-
tors whose debts shall have been contracted at the time it was 
made.” In its motion to dismiss, the bank challenged whether 
a “transfer” had occurred as that term is used in § 544 (b) (1), 
as well as in §§ 55-80 and 55-81.
 The Bankruptcy Code’s definition at § 101 (54) lays out 
four types of a “transfer”: (1) the creation of a lien; (2) the 
retention of title as a security interest; (3) the foreclosure 
of a debtor’s equity of redemption; or (4) each mode, direct 
or indirect, absolute or conditional, voluntary or involun-
tary, of disposing of or parting with — (a) property or 
(b) an interest in property. The chapter 7 trustee alleged 
that the Kinder funds passed from Runnymede 6930 to the 
bank and accounts held by the bank, thereby satisfying the 
fourth “transfer” types. The bank argued that no “transfer” 
had occurred. 
 In crafting its motion to dismiss, the bank drew from a 
familiar playbook, as the occurrence of a transfer has been 
challenged before in several circuit and bankruptcy courts. 
Because Virginia lies within the Fourth Circuit, the bank 
relied primarily on the Fourth Circuit’s ruling in Ivey v. First 
Citizens Bank & Trust Co. (In re Whitley).1 The Ivey deci-
sion also involved an involuntary bankruptcy case filed by 
creditors of a debtor who had orchestrated a Ponzi fraud. The 
Ivey trustee sought, through application of § 548, to avoid as 
fraudulent transfers certain deposits and wire transfers into 
the debtor’s personal checking account held in his name at 
the bank. 
 The trustee argued that these deposits and transfers, 
which included personal and cashier’s checks and wire trans-
fers from investors, constituted transfers from the debtor to 
the bank. On appeal, the Fourth Circuit held in Ivey that a 
debtor’s regular deposits into his own unrestricted check-
ing account fall short of constituting a § 101 (54) “transfer.” 
The Ivey debtor had instead “continued to possess, control, 
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1 848 F.3d 205 (4th Cir. 2017).
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and have custody over those funds, which were freely with-
drawable at his will.”2 In granting summary judgment for the 
bank, the Fourth Circuit limited the scope of its holding in 
Ivey to the narrow circumstances before it, expressing that 
“no opinion on whether other types of deposits, such as those 
made to restricted checking accounts, would constitute trans-
fers under section 101 (54).”3

 In her ruling on the bank’s motion to dismiss in 
Runnymede, Judge Connelly distinguished Ivey by recogniz-
ing how the Runnymede transfers were different. The court 
referenced the following allegations from the complaint 
regarding the transfers in this case: (1) the bank entered into 
a commercial note with Dandridge; (2) under the commercial 
note, the bank obtained a security interest in “all deposits 
and investments of” Dandridge; (3) the bank made loans to 
Dandridge’s related entities, and those entities opened bank 
accounts with the bank; (4) Runnymede transferred Mrs. 
Kinder’s funds to Dandridge’s bank accounts;  (5) an inter-
est in the funds passed from Runnymede to the bank upon 
their deposit into Dandridge’s bank account; (6) Runnymede 
transferred Mrs. Kinder’s funds to Dandridge and also trans-
ferred her funds to his related entities’ bank accounts at 
the bank while each entity was indebted to the bank; and 

(7) these funds were ultimately transferred to the bank for 
payment of bank loans. 
 The chapter 7 trustee further described transfers into an 
account against which the bank held a security interest, and 
other transfers to the bank for loan repayments. The sum total 
of these allegations served to illustrate for the court more 
than transfers from Runnymede into its own unrestricted 
accounts with the bank. The court concluded that the chap-
ter 7 trustee had alleged facts sufficient to show “transfer [s] 
of an interest of the debtor in property” satisfying the defini-
tion of § 101 (54) and the transfer requirement of § 544 (b) (1).
 In order to fully survive the bank’s motion to dismiss, 
the chapter 7 trustee’s complaint was next challenged to sat-
isfy § 544 (b) (1)’s requirements by alleging a plausible claim 
under applicable law. In a reference to the pleading require-
ments of Rule 9 (b), the opinion noted that these requirements 
can be relaxed for trustees, who are necessarily working from 
second-hand knowledge. 
 Even without the imposition of this relaxed standard, the 
court found that the chapter 7 trustee had pled facts sufficient 
for a recovery under both §§ 55-80 and 55-81 of the Virginia 
Code. Because a plausible claim had also then been alleged 
under §§ 544 (b) (1) and 550 (a) of the Bankruptcy Code, the 
bank’s motion to dismiss was denied, and the chapter 7 trust-
ee’s litigation was permitted to proceed.  abi
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2 Id. at 210. 
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