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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

In re:
AURORA COMMERCIAL CORP.get al,

Liguidating Debtors|

TIA DANIELLE SMITH,
2@V-710 (JPO)
Appellant,
MEMORANDUM OPINION
-V- AND ORDER

AURORA COMMERCIAL CCRP., et al,

Appellees.

J. PAUL OETKEN, District Judgy

This is an appeal from a decision by the bankruptcy court disallowing certain slaims
the Chapter 11 bankruptcy proceeding involving Aurora Commercial CA@C”) and Aurora
Loan Services LLC (“ALS”together, the Debtors”). The appellant, Tia DatigeeSmith,
contends that the bankruptcy court erred in disallowing her claims. For the réwtdoldw,
the bankruptcy court’s decision is affirmed.

l. Background

The Debtors filed their petitions under Chapter 11 of the Bankruptcy Code on March 24,
2019. The jointly administered caseaSeNo. 19-10843 in the United States Bankruptcy Court

for the Southern District of New York) was assigned to Judge Shelley C. Chapman.

Dockets.Justia.com


https://dockets.justia.com/docket/new-york/nysdce/1:2020cv00710/530854/
https://docs.justia.com/cases/federal/district-courts/new-york/nysdce/1:2020cv00710/530854/27/
https://dockets.justia.com/

Case 1:20-cv-00710-JPO Document 27 Filed 11/30/20 Page 2 of 4

Smith filed two claims— Claim Numbers 20 and 29 felating toa foreclosure of her
property in California in 2011, at which time ALS was the servicer of her mortgage

The dispute arising from the 2011 foreclosure has a lengthy history, inchaditigle
lawsuits and appeals in the state courts of California. Rather than recitisstigt, the Court
incorporates Judge Chapman’s thorodghkcriptionof the factual andegalbackground of the
dispute (SeeDkt. No. 19-1 at Z%.) In short: Before and after the 2011 foreclosure, Smith
pursued litigation in various California state courts against ALS and othardidefts, arguing on
numerous grounds thtteydid not have the legal right to foreclcesed violated her rights in
doing so.

The Débtors filed an objection to Smith’s claims, argyiagnong other thingshat the
claims are barred e doctrine ofes judicataas a result of the California litigation. Smith
filed a response and a supporting declaration, and the Debtors filed a reply. JudgarChap
conducted a hearing on October 23, 2ai®ing which the parties presented argument.

In an opinion and order dated January 2, 2020, Judge Chapman sustained the Debtors’
objection, concluding that Smith’s claims are indeed barregdudicataand must be

disallowed. $eeDkt. No. 19-1 at 12-18.) This appeal followed.

[. Discussion

A bankruptcy cours conclusions of law are reviewel@ novo and its findings of fact are
reviewed for clear errorln re Bayshore Wire Prods. Cor09 F.3d 100, 103 (2d Cir. 2000).
For a nixed question of law and fact, the standard of review “depends . . . on whether answering
it entails primarily legal or factual work U.S. Bank Nat Ass’'n ex rel. CWCapital Asset Mgmt.
LLC v. Vill. at Lakeridge, LLC138 S. Ct. 960, 967 (2018). A decision not to conduct an

evidentiary hearing, or to denysdovery, is generally reviewed for abuse of discreti®ae
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Gordon v. TesMilner (In re Gordon) 577 B.R. 38, 49 (S.D.N.Y. 20%1h re MF Global Inc.,
505 B.R. 623, 630-31 (S.D.N.Y. 2014).
For the reasons explained in the bankruptcy cotirteough and welfeasoned opinion,
Smith’s claims are plainly barred by the doctrineesf judicata As Judge Chapman concluded:
Here, it is crystal clear, based on theord of Ms. Smith’s prior actions and
applicable California law, that the Claims are barred by res judicata and the
preclusive effect of the fingudgment of the California court iBmith | The

Claims andSmith linvolve the same primargight — the iight to be free from

unlawful foreclosure. Both ALS and Ms. Smith were parties 8mith | The

judgment inSmith lis a final judgment on the merits
Moreover, the conclusion th&mith Iprecludes Ms. Smith from bringing

any furtherclaims arising out othe foreclosure of the Property has already been

decided in a seconddgment that is also entitled to res judicata effentith IL . ..

TheSmith llcourt was faced with a request that Ms. Smith be declared “the rightful

owner of [the] Property” andlaims “for cancellation of instrument, quiet title,

conversion, and fraudulent conveyance.” These are the exact same claims that

Ms. Smith asserts in her Claims heres Smith IIrightly (and preclusively) held,

these claims are barred by the preclusive effeSnaith |
Dkt. No. 19-1 at 15.

Smithattempts to reargue thias judicatadoes not preclude her claims, but her
arguments are meritless. The bankruptcy court properly took judicial notice of ttoeral
state court decisions, whichrgsiituted an adjudication on the merits under California [&ie
claims adjudicated in the state courts are identical to the claims sought be to asseeted in t
bankruptcy court: Smith’s claim to the property and the validity of the foreclosure.

Smithsuggests that changed circumstances and new facts teadkctrine ofes
judicatainapplicable. But she does not allege any pertinem facts or circumstances that even
arguably undermine the conclusion that tlarmsare precluded as a matter of law

Finally, Smith argues that the bankruptcy court violated her due process rights by

denying her discovery and an evidentiary hearing. Again, however, Smith does not identify any

disputed factual issues that would be ral@wo theapplicability ofres judicatahere. The
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bankruptcy judge gave Smith ample opportunity to present her arguments and carefully
considered those arguments. The bankrtupcy court did not abuse its discretion in declining to
order discovery oto corductan evidenary hearing.

The Court has considered Smith’s other arguments and finds them to be without merit.
IIl.  Conclusion

For the foregoing reasons, thecisionof the bankruptcy court disallowing and
expunging Claim Numbers 20 and 29 filed by Appellant Smith is RWMED.

The Clerk of Court is directed to close this matter.

SO ORDERED.

Dated: November 30, 2020

New York, New York /%M

V "~ J. PAUL OETKEN
United States District Judge
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