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IN THE UNITED STAT ES DISTRICT COURT
FOR THE DISTRI CT OF ARIZONA

MRH RNMA | Limited Partnership LLC, a | No. CV-17-01179-PHX-DGC

Delaware limited liability company,
Plaintiff, ORDER

V.

Gregory M. Beck, a California resident,

Defendant.

This is a declaratory judgment acticoncerning the validity of an attempte
assignment and transfer of certain limited parship interests. Dendant has moved for
dismissal based on the Court’s inherent mison in declaratory judgment cases, {
alternatively based on theolorado Riverabstention doctrine. [@08. The motion is
fully briefed (Docs. 12, 13), and the Court fintist oral argument is not necessary. H
reasons stated below, the Court will gréve motion pursuant to the Court’s discretic
under the Declaratory Judgment Act, 28 U.S.C. § 2201.

l. Background.

Defendant Gregory Beck and Plgih MRH RNMA | Limited Partner, LLC
contest whether Beck and the 25 othenitied partners in Recorp New Mexic(
Associates Limited Partnership (“RNMA)vere successfully terminated as limite
partners. RNMA is onef six entities that imially joined togetheito develop a master

planned community known as Rio West ommathl12,000 acres in New Mexico. Doc. ]
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19 49-50. In 2007, with éhhelp of Sandoval CountyNew Mexico, the Rio West
developers drilled twoxploratory groundwater wells on Riwest. Doc. 8-1 at 12. The
subsequent financial demigd the Rio West developers and problems with the weg
resulted in a complex, multi-party disputeAnizona state court that has been ongoi
for more than seven yearsIMH Special Asset NT 168 &perion Communities, LLLP
No. CV2010-01094&8V2010-010990 (@nsolidated).

That state action was originally brought2010 by IMH Financial Corporation
(“IMH") against the former owner of Recorp f@@ers, Inc. (“RPI”). IMH is Plaintiff's
parent corporation. Doc. 1, 1 3. RPI is the general partner of RNMAY 8. After
IMH obtained a multi-million-dollar judgment itihe state case, the state court appoin
receivers over the assets that IMH and theeiotreditors would acqu to satisfy their
judgments. The state courtntmues to oversee the receiver's management of the as
and adjudicate related disputéState Receivership Action”).

In the State Receivershirction, IMH obtained 100%f the ownership interests
in RPI, a 12% interest in RNMAand an interest in eaalf the other five Rio West
developers. IMH formed a subsidiary, Stholder LLC (“Stockholder”), to which it
assigned its ownership of RPI. Doc. 1, {1 3¥he state court appded a receiver over
Stockholder.Id. IMH formed a separate subsidiary, Plaintiff MRH RNMA 1, to which
assigned the 12% RNMA interest. Doc. 12atBeck’s limited partnership interest i
RNMA amounts to 6.6%. Doc. 1, § 4IThe approximately 2Bther limited partners,
who are not parties to this case, cdilegly own the remaining RNMA interestsld. ] 7.

Plaintiff alleges that RPI, acting thugh Stockholder’s receiver-appointe
president, terminated the limited partnepshiterests of Beck and the other non-IMH

affiliated partners and transferred those interes®laintiff in April 2017. Doc. 1, § 93.

' Four of the developerisad their land foreclosed ky secured creditor in 2013
and all six developers are jtiynand severally liable to $doval Countyfor a $6 million
settlement relating to the Doc. 1, 11 34, 50.

> The Court acknowledges that whetHgeck and the other limited partner
presently own their interestsdssputed. The Court expresses no view on this dispute
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Plaintiff seeks a declaratory judgment thias termination anéssignment was validly

—+

executed pursuant to RNMA's paership agreement. Doc.fL112. Beck responds thg
RPI had no authority to tefimate these interests becaumsere than 75% of the limited
partners voted to remove RPI as gengraltner before the attempted termination.
Doc. 8 at 11. Beck made this sama@uanent in a motion he filed in the State
Receivership Action.Doc. 8-1 at 76-85Motion for Order that RPI Take No Action as
General Partner of RNMAState Receivership Action (Ja23, 2017). Beck’s motion to
dismiss this case, however, is not basedhenmerits of his argument. Beck instead
seeks discretionary dismissal in favor of wailog this dispute to be resolved in the
ongoing State Receiverghiction. Doc. 8.

Attached to Beck’'s motion are variodecuments from th&tate Receivership
Action, including Judge Mullins’s minute entrytdd February 22, 2017Doc. 8-1 at 61-
74 (“Minute Entry”). In the detailed Minat Entry, Judge Mullia denies a joint
emergency motion filed by IMH and the re@¥ to authorize RNIA and another Rio

West developer to accept a $1.4 million lolsam an IMH subsidiary on what she

A4

describes as “unreasonable” termid. The proposed loan was to be used to repair and
remediate leaks in the Rio West wells thagan in December 2015 and significantly
worsened in December 2016d.; Doc. 1, 1Y 55-73. The terms of the proposed Igan
“virtually ensure[d] default,” which would have resulted in IMH taking over all of
RNMA's assets. Doc. 8-1 at 67.

The Minute Entry acknowtiged Beck’s argument th&P| was no longer generd|
partner as an additional reastondeny the motion, statingdah“the role of the Receiver
as General Partner is in disptit Doc. 8-1 at 70. But JudgMullins declined to rule on
Beck’s motion because there wast yet a complete record time factual issues it raised,.

Id. at 70-71 (“The Court is unwilling to disragl the concerns raised by . . . Beck.”).

_ * Beck makes alternative argumentstasvhy RPI's attempted termination wa|
ineffective (Doc. 8, at 12-14), but the Cbureed not address the merits of tho
arguments to determine the question presented.

[2012]
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[I.  The Declaratory Judgment Act.

The Supreme Court has “repeatedly eltarized the Declaratory Judgment A
as ‘an enabling Act, which confers a discretiortlosm courts rather than an absolute rig
upon the litigant.”” Wilton v. Seven Falls Cab15 U.S. 277, 2881995) (quotingPublic
Serv. Comm’n of Wh v. Wycoff C9.344 U.S. 237, 241 (1952)When deciding whether
to hear claims under the Declaratory Judgiméct, district couts should (1) avoid
“needless determination of state law issug8) discourage “forum shopping,” ang
(3) avoid “duplicative litigation.” R.R. St. & Co. Incv. Transp. Ins. Co656 F.3d 966,
975 (9th Cir. 2011) (citingsov’'t Emps. Ins. Co. v. Dizol33 F.3d 1220, 1225 (9th Cir

1998));see alsBrillhart v. Excess Ins. Co. of Apn816 U.S. 491 (1942). Applying the

factors, the Court finds dismissal proper.

A. NeedlesPetermination of State Law Issues.

This case does not involae“‘compelling federal interest” given that it is based
diversity of citizenship andnvolves no federal questionCont’l Cas. Co. v. Robsag
Indus, 947 F.2d 1367, 137(9th Cir. 1991) (Where “the &® basis of jurisdiction is
diversity of citizenship, the feda interest is at its nadir,”overruled on other grounds
by Dizol 133 F.3d 1220. One could argue that tfase presents an issue of particu
concern to Arizona becauseiftvolves an Arizona receivership and an issue alrea
before the Arizona court, but the Couwtbes not find this argument particularl
compelling and relies on the otHerillhart factors for its decision.

B. Forum Shopping.

Beck argues, and the Cowagrees, that Plaintiff has engaged in forum shoppi
Plaintiff admits in its response that it bghi this case to “prevent Defendant frot
interfering with Plaintiff's funding of the repaof the Wells,” an issue before the sta;
court. Doc. 12 at 4. Pilatff's only indication that Beck would “interfere” with thaf

funding was that Beck hadrahdy intervened in the &e Receivership Action anc

successfully opposed IMH’s proposed fundimigthe repairs and takeover of RNMA,.

Thus, it appears that Plaintiff filed this case@action to events thatcurred in the state
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court proceeding. After the state judge thedriMH's first attempt to take over RNMA|
IMH sent its subsidiary to this Court to sembproval of another means to the same e
“[Flederal courts should geraly decline to entertain aetive declaratory actions.’
Dizol, 133 F.3d at 1225.

Plaintiff argues that it is not technically named party in the State ReceiversH

Action and that this case involves diversetipa and an issue of New Mexico law.

Doc. 12 at 9. But Plaintiff was created IbyH for the sole purpose of receiving asse
on IMH’s behalf in the State Receivershiptida, and IMH has heavily litigated the stat
case for more than seven ygavithout complainig that the Arizonacourt should not
decide issues of New Mexico law.

Plaintiff also asserts that it wishesuse Rule 57 of the Heral Rules of Civil
Procedure to obtain speedy adjudication. cDb2 at 9. But Arizona Rule of Civil
Procedure 57 contains an identical speedy-hearing provision, and the emer
demanding immediate attigon has been ongoing since December 2016.

If Plaintiff wished to obtain a speedy detgnation on the isipresented in this

case, it could have intervenadthe state action or had Wmake any relevant motions

or arguments. Plaintiff cannot come tiois Court for relief simply because it i
displeased with the statedge’s handling of the case.

C. Duplicative Litigation.

“If there are parallel state proceedingsolving the same issues and partig
pending at the time the federal declaratoryaacts filed, there is a presumption that th
entire suit should be hed in state court.”Dizol, 133 F.3d at 1225ee alsdBrillhart,
316 U.S. at 495. The State Receiv@rsAction has been ongwoy since 2013, and
centers on the management andheuistration of the assetsilgject to the receivership
RPI is subject to the receivership. jAraction taken by RPkubsequent to the
appointment of the receiver was taken purst@amie state court’s receivership order ali

IS subject to the state court’'s oversight. T¢mie presented in thisase is whether an
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action taken by RPI'seceiver-appointed president was valithis issue goes to the hea
of the State Receivership Action.

Even if, as Plaintiff arguesghe exact issue presentedtims case is not pending

before the state couttt nonetheless is closely relateml a matter with which the state

court has been concerned sirH 3: whether the receivernsanaging the assets withif
its authority and in the best interest tok creditors. It would be uneconomical ar
presumptuous for this Court taterfere with the state coustongoing administration of g
complex, multi-year case. Indeed, just rulorgthis motion requirethe Court to re-hash
years of factual and proceduksckground with wich the state court is already familiar
Plaintiff points to additional factors uséd the Ninth Circuit, including whether
the declaratory action will settle all aspectsttué controversy, whether the declarato
action will serve a useful purpose in clanfgithe legal relations at issue, whether t
declaratory action is being sought merely fioe purposes of procedural fencing or
obtain a res judicata advantagehether the use of a dachtory action will result in

entanglement between the fedemad state court systems, and whether the Court’s ac

might affect the convenience of the pari@esl the availability and relative convenieng

of other remediesDizol, 133 F.3d at 1225 n.5. But maof these factors point toward
dismissal as well.

Although deciding the disete issue in this case would settle the controve
between the parties on the validity of the sfen, it would not settle all aspects of th

controversy. Doc. 12 at 11. Deciding aasinpiece of a much larger controversy wou

* The parties dispute whether Beck’s motiegarding the status of RPI as genel
partner is actually pending. Beck argueat tthe motion is pending, and that the iss
presented in this case — whether RPI's atteshfransfer was valid — is wholly depende
on determination of the issue presentedhis state court motion: whether RPI wa

eneral partner at the time it attempted thesfieen Doc. 8 at 11-12. Plaintiff respond

that Judge Mullins denietthe motion in her Minute EntryDoc. 12 at 5. In fact, Judge

Mullins specifically declined taule on the motion. Do@-1 at 70. Ths, the motion
appears to be “pending” in tlsense that it has yet to berfally d|5ﬁosed of by a court
order. But Plaintiff also points out — aBgck does not dispute that the motion has
been briefed for moréhan 60 days, \éet_Beck has takem action to urge a hearing o
decision on the motion. Doc. H25. Plaintiff does notxglain why it or its parent IMH
has not urged a ruling on the motion.
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not “serve a useful purpose in claiifg the legal relations at issueDizol, 133 F.3d at
1225 n.5. Moreover, if thi€ourt attempted to resolve the entire controversy it wo
risk entanglement with the state court tisaued the receivership order and has overs
its execution since 2013. Fiha allowing this case tgroceed would unnecessaril
inconvenience the parties andce t@ourt when another forumajready familiar with the
complex background of the dispute, is available.

Because two of th8rillhart factors and several additional Ninth Circuit facto

favor dismissal, the Court will simiss this case in the exeseiof its discretion under the

Declaratory Judgment Act.
lll. Defendant’'s Fee Request.

Beck requests an awardattorneys’ fees under A.R.8.12-341.01(A). Doc. 8 at
18. The Court exercises its discretion to dery thquest. Fee shiity, if any, should be
addressed by the state court that has befdresifull range of the parties’ actions an
litigation tactics.

IT IS ORDERED that Defendant’s motion to dismiss (Doc. 8pranted. The
Clerk is directed téerminate this action.

Dated this 27th day of September, 2017.

Nalbs Gttt

David G. Campbell
United States District Judge
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