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Debt recharacterization is the concept or process of determining whether putative claims
against a debtor are equity rather than debt. It is distinguished from equitable
subordination under § 510 (c) of the Bankruptcy Code, as it is not based on inequitable
conduct. The conduct of the parties to a transaction that is subject to recharacterization is
only relevant to determining the parties intent and is not for purposes of finding
inequitable conduct. This article only discusses transaction recharacterization, not
equitable subordination.
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