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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF LOUISIANA

WALTER GALLINGHOUSE, et al. CIVIL ACTION

VERSUS CASE NO.16-4261

WILLIAM MATTHEW BLACK SECTION: “G” (5)
ORDER

Walter Gallinghouse, Joanne Gallinghouse, G &ublishing, Ing.and Gallinghouse &
Associates, Inc. (collectively “Movants”) move for leave to appeal v 21, 2016 order of the
United States Bankruptcy Court for the Eastern District of Louisianairtgiyeir motion for
summary judgment.Havingreviewed the motion, the memoranitiesupport, the memorandum
in opposition, the record, and the applicable law, the Courtetil/the motion.

I. Background

This case arises from a Chapter 11 bankruptcy filed by William MatBiaek (“Black”)
beforethe United States Bankruptcy Court for the Eastern District of Louidi@neivil judgment
was entered against Black the 22nd Judicial District Courbf Louisianaafter the court
determined that Black had committed acts of conversion, civil conspieay,intentional
infliction of emotional distress against MovaatBeborah Black, William Matthew Black’s ex
wife, wasalsofound guilty of theft by the misappropriation or taking of propé&djonging to

Gallinghouse and Associates and G & A Publishing, and a Restitution Judgment &rasl ent
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against her on March 15, 204 Movants filed an Adversary Complaint in the Bankruptcy Court
to deny the discharge of Bldskdebtspursuant to 11 U.S.C. § 523(a)(6) falleged willful and
malicious injury and pursuant to 11 U.S.C. § 542 fournover of property> Both Black and
Movants filed motions for summary judgment before the Bankruptcy Camdta hearing on the
motions was held on April 20, 20$6The Bankruptcy Court denied both motions on April 21,
2016/

Movants filed the instant motion on May 6, 20"1Black filed an opposition on May 20,
2016° On May 24, 2016, Movants filed a reply with leave of Cdfirhlso on May 24, 2016, the
Court granted Movants’ motion for expedited hearing and set the instant motion fargheari
without oral argument, on May 27, 20%1%.

Il. Parties’ Arguments

A. Movants’ Arguments in Support of Leave to Appeal
Movants seek leave to appeal the April 21, 2016 Order of the United States Bankruptcy
Court for the EasterBistrict of Louisiana?> Movants assert that they have filed three Psobf

Claims in the Bankruptcy Court as a result of Black’s “personal and/or corhfraility for a
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Restitution Judgment rendered against Mr. Black’s former wife due to embentlaswell as
other offenses® Movants contend that they sought summary judgment before the Bankruptcy
Court arguing that the state court civil judgments they obtained are the typestbatially non
dischargeable pursuant to Section 523(a)(6) of the United States BanlQoptely Furthermore,
they contend that the state court findirthat Black had committed acts of conversion and
intentional infliction of emotional distresse“dispositive of the dischargeability issues as such
Judgment must be given taffect of collateral estoppel in the bankruptcy proceedidviovants
assert that the Bankruptcy Court denied summary judgment, expressitigetbatirtwould not
give the state court determination collateral estoppel effect and that “itieepet the
determination of whether the restitution judgment is a community [dedicourtjwould limit the
Gallinghouse entities’ recovery teborahBlack’s portion of the community property when
Louisiana Community property law requires that each spouse réiat@anfor the entirety of the
community debts

In the instant motion, Movants seek leave to appeal the Bankruptcy Court’s Ordesand rai
the following issues: (1) whether the denial of summary judgment is proper corgitiezin
Bankruptcy Court'dailure to recognizéhat Black’s debts ariskom a trial judgment where the
statecourt concluded that Black committed conversion and intentional infliction of emotional
distress and therefore thelebs arenondischargeable pursuant to Section 523(a)(6)}hef

Bankruptcy Code; and (2) whether the denial of summary judgment is proper condicletr itg
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Bankruptcy Court failed to recognize that te&ate court'sdetermination that Black had
participated in civil conspiracy is dispositive of whether the Restitution JudgmgaimsiDeborah
Black represents a community debt for which Black remains personally {fablevants assert
that the failure of the Bankruptcy Court to recognize controlling legal autloorigsue preclusion
and community property law “dooms the Gallinghouse entities to retry aigatseentirety, that
has already been tried®

Movants asgse that a court may grant leave to appeal from an interlocutory order where
“an immediate appeal from the order may materially advance the ultimate terminatian of th
litigation.”*® Movants contend that immediate review and success on appeal will obeiatseth
to retry the entirety of the state court case in a bankruptcy proceeding aresoiag the majority,
if not all, of the issue$? Movants assert that even if an evidentiary hearing is necessargliregp
the extent to which the Restitutiondimentis a community debimmediate review will benefit
the parties in refining the issues remaining to be fidéinally, Movants contend that granting
review at this point may avoid wasteful litigation and expeng#,afford Movants relief from
years of lrdship, emotional distress and continuing financial hardship, and will advance the

termination of litigatior??
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B. Black’s Arguments in Opposition to Motion for Leave to Appeal

In opposition, Black contends that the Bankruptcy Court’'s order is not a final order
appealable as of right pursuant to 28 U.S.C. § 158(a)(1) because the denial of a motion for
summary judgment is interlocutory in natuieBlack asserts that the Court may exercise
jurisdiction over an interlocutory appeal, in its discretion,ekceptional circumstances.
However, Black contends that Movants have not offered any compelling reason to dep#nefr
principles of finality, particularly in light of the fact that a trial on the merits ieduled before
the Bankruptcy Court in leshan three week®.

Black asserts that the state ctffinding that he committed intentional infliction of
emotional distress does not mean that he has committed a “willful and malicioys jmjrsuant
to 11 U.S.C. § 523(a)(6), making the debt 1dischargeablé® Black contends that courts have
held that in order to be a nalischargeable debt, the individual must have deliberately or
intentionally caused the injury, rather than merely performing a deliberatéentional act that
leads to an injury’

Black contends that interlocutory appeals are not favored and leave to dupadlanly
be granted in exceptional situations where allowing an appeal would avoid pobteacte

expensive litigatior?® Black asserts that althoughe Bankruptcy Code does nptovide a
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standard for determining whether to grant leave to hear an interlocutory baglappeal, district
courts generally apply the standard set forth in 28 U.S.C. § 1292(b), pursuant to whictieappella
review of interlocutory orders is lit@d to orders that “involve a controlling question of law as to
which there is substantial ground for difference of opinion," w&hérean immediate appeal “may
materially advance the ultimate termination of the litigati®hBlack asserts that this casees
not involve a controlling question of law because the Bankruptcy Cautrsnary judgment
ruling is based upon a question of fastd resolution of the issues raised in this appeal would not
materially advance the end of litigatidf. According to Blak, the potential for delaying
administration of the bankruptcy case and needlessly expending limited juestalces weighs
strongly againstliscretionaryinterlocutory review in this case.
C. Movants’ Arguments in Further Support of Leave to Appeal

Movants contend that the claims against Black have been pending for more than half a
decade and arise not only from a theft from Movgdoi$ also actions taken to shield the stolen
money from recovery? Movants assert that although Black argues thatah i required to
determine if the acts found to have constituted intentional infliction of emotioneg¢sdisand
conversion by the state court were “willful” pursuant to Section 523(a)(6) ofathier&ptcy Code,
federal courts have held that a civil ad/dor intentional infliction of emotional distress is Ron

dischargeablé® Movants contend that although the Bankruptcy Court has recently indicated that
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it intendsto retry only the issue of nesischargeability, it is precisely because the torts are non
dischargeable that the failure to grant summary judgment was inr*éavants assert that the
refusal to recognize the state court’s judgment as controlling is violatithee sequirement that
federal courts give full faith and credit to state courgjudnts pursuant to 28 U.S.C. § 1738.

[ll. Law and Analysis

A. Legal Standard

Pursuant to 28 U.S.C. 8 1B§ district courts have jurisction to hear appeals, with leave
of the court, from interlocutory orders and decrees of bankruptcy c@atson158 does not
indicate the standard a district court should use in determining whether to grantdeppeal®
The Fifth Circuit, howevehas held that the decision to grant or deny leave to appeal a bankruptcy
court’s interlocutory order is committed to the district court’s discretiofhe vast majority of
district courtshave adopted the standard under 28 U.S.C. § 1292(b) for interlocutory appeals from
district court orders® This standardontains three elements that must be met in order for a court
to permit an interlocutory appeal: “(1) a controlling issue of law must be involvethg(uestion
must be one where there is substantial ground for difference of opinion; and (3) an immediat

appeal must materially advance the ultimate termination of the litigation.”
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B. Analysis

Bankruptcy interlocutory appeals are generally disfavored because theyptdihe
bankruptcy proceedind$. The Fifth Circuit has held that “[t]he purpose of § 1292(b) is to provide
for an interlocutory appeal in thosgceptional cases” where the three part test is satfSfiete
parties represent that the trial of the adversarial proceeding is schedodggit on June 6, 2018.
Movants represent that the claims against Black have been pending foharmohalf a deade®?
Given that the trial date is fagpproaching and the parties would still have to fully brief their
appeal in order for this Court to consider it, the Court concludes that granting Mowatd¢de
appeal the denial of their motion for summary judgment would delay, rather thanaihateri
advancethe ultimate termination of the litigatioAccordingly, the Court denies Movants’ request
for leave to appeal the order of the Bankruptcy Court.

V. Conclusion

Based on the foregoing,
IT ISHEREBY ORDERED that Movants’ “Motion for Leave to Appedt* is DENIED.

NEW ORLEANS, LOUISIANA , this 27th  day d¥lay, 2016.

NANNETTEJOLIVETTE BROWN
UNITED STATES DISTRICT JUDGE
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