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UNITED STATESDISTRICT COURT FOR THE
WESTERN DISTRICT OF MISSOURI
CENTRAL DIVISION

SENECA SPECIALTY INSURANCE )
COMPANY, )
)
Plaintiff, )
)
VS. ) Case No. 2:17-cv-04119-NKL
)
GARCIA EMPIRE, LLC d/b/a ROXY’s )
etal., )
)
Defendants. )
ORDER

Pending before the Court are Defendants Neil and Heta Desai’'s Motion to Dismiss or
Stay, Doc. 33, and Plaintiff Seneca Speciaigurance Company’s Cross-Motion for Summary
Judgment, Doc. 38. For the following reasons, the Motion to Dismiss is granted, and the
Cross-Motion for Summary Judgntas denied as moot.

l. Background*

This dispute arises out of an incident tbaturred at Defendant Garcia Empire, LLC’s
nightclub, Roxy’s, on October 2, 2014. That night, Defendant Neil Desai was physically
restrained and forced from the premises by Defendant Dalton Alv&yhile removing Desai,
Alvey grabbed Desai’s right arand twisted it behind his backOnce outside, Alvey released
Desai, but in doing so broke Désaarm. Desai and his wifsubsequently filed suit against
Alvey and Garcia Empire ithe Circuit Court of Boone @inty, Missouri, in May 2015. The
Desais alleged that Alyeand Garcia Empire acted negliggnthnd also raised a claim for loss

of consortium on behalf of Heta Desai.

! The facts are found in the First Amended Claimp, Doc. 19. For purposes of deciding the
Motion to Dismiss, the Court accepts Seneca’s factiedations as true and construes them in the light
most favorable to SenecaSee Stodghill v. Wellston Sch. Distl2 F.3d 472, 476 (8th Cir. 2008).

2 Defendant Alvey was dismissed from the case on 1/19/2018, by stipulation of the parties. Doc. 57.
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While the underlying case was still pendiog, July 11, 2017, Seneca filed the present
declaratory judgment action, seekia declaration that it hado duty to defend or indemnify
Alvey or Garcia Empire. On August 14, 2017n8ea filed an amended complaint to add the
Desais as defendants, but it was not until Maver 7, 2017 that Seneca effectuated service.
Meanwhile, on August 17, 2017, the underlying injegse went to trialand on October 2,
2017, the state court entered judgmienfavor of the Desais. lan effort to collect on the
judgment, the Desais subsequently filed aestxjuitable garnishment action pursuant to R.S.
Mo. 8 379.200 against both Garcia Empire and Seneca.

Seneca removed the equitable garnishment action to federal court on December 21, 2017,
and the case was assigned to Judge HowarddhsS On January 12, 2018, it was transferred
to the undersigned. Before ruling on a motimn consolidate the two cases, this Court
remanded the equitable garnishment proceeding be@eneca failed to obtain Garcia Empire’s
consent to removal. Having decided thetiom to remand, the Court now addresses the
Desais’ motion to dismiss, Doc. 33, and Sergcedss-motion for summary judgment, Doc. 38.

The Desais move to dismiss or stay, arguing that the coverage issue Seneca raises
involves no matter of federal law, and can beerappropriately adjudicated in the underlying
state court action, which involves the same parpe$icy, and coverage issue. Alternatively,
the Desais contend that Seneca’s declaratorynjedg action is an inapppriate request for the
Court to declare non-liability od potential tortfeasor. Serseopposes the motion, arguing that
there is no need for the Court to abstaecduse the issues are ripe for adjudication.
Accordingly, Seneca filed a cross-motion for summary judgment.
. Discussion

It is well established that “district count®ssess discretion in t@éemining whether and
when to entertain an action under the Declayafmdgment Act, even when the suit otherwise

satisfies subject matter jsdictional prerequisites.” Wilton v. Seven Falls Co515 U.S. 277,



282 (1995) (citingBrillhart v. Excess Ins. Co. of AnB816 U.S. 491, 494-95 (1942)). “In the
declaratory judgment context, the normal prineifilat federal courts should adjudicate claims
within their jurisdiction yelds to considerations of practicalayd wise judicial administration.”
Id. at 288. Thus, the Supreme Court heltMitton that the standard under which district courts
decide whether to dismiss or stay a fedeeallaratory judgment actiaturing the pendency of a
parallel state court pceeding is the discretiary one set out iBrillhart.

“Under Brillhart, the district court must considére scope and nature of the pending
state court proceeding to ascertain whether the issues in controversy between the parties to the
federal action, not forecled under applicable substive law, can be lter settled by the state
court.” Capitol Indem. Corp. v. Haverfield218 F.3d 872, 874 (8th Cir. 2000) (citations
omitted). “If so, the district court must sihiss the federal action because ‘it would be
uneconomical as well as vexatious for a fedeoairicto proceed in a declaratory judgment suit
where another suit is pending in a state cowasg@nmting the same issues, not governed by Federal
law, between the same parties.’id. (quotingBrillhart, 316 U.S. at 495). The Eighth Circuit
summarized, irscottsdale Ins. Co. v. Detco Indus., Jat26 F.3d 994, 997 (8th Cir. 2005), that
suits are parallel when “substantially the sameigmliitigate substantially the same issues in
different forums.”

Initially, the Court finds that the presentctiratory judgment matter and the state court
case are parallel, which Sened@es not challenge. The partiesthe instant action are the
same as the parties in the state court actiod, the coverage issués both cases are also
substantially the same. The state courtnufairequire a determination of whether the
underlying tort is covered under tmsurance policy, which is thersa issue Seneca presents to

this Court. Moreover, it is andae governed by Missouri state law.



Rather than contest whether the proceedargsparallel, Seneca arguthat there is no
need for the Court to abstain because the isseespar for adjudication, Seneca was first to file
and therefore its choice of forum should not disturbed, and becaeighere is no risk of
inconsistent rulings. The Court disagrees.

The Eighth Circuit has already rejected the same argument Seneca now advances, in an
analogous case;apitol Indemnity Corporation v. Haverfiel@18 F.3d 872 (8th Cir. 2000).
There, as here, an insuraught a declaration that an imed’s claim was excluded under a
policy. Id. at 873-74. While the declaratory judgment amti was still pending, the state court
entered judgment in the underlying action, arslilasequent state court garnishment proceeding
was initiated. Id. In Haverfield the federal court maintained jurisdiction because the
declaratory judgment action was filed smonths before the state court actiomd. at 875. The
Eighth Circuit reversed, howevenplding that “the state coumwas in the better position to
adjudicate the matter,” and therefore fthstrict court should have abstainedd.; see also
Western Heritage Ins. &C v. Sunset Security, IndG3 Fed. Appx. 965, 967 (8th Cir. 2003)
(noting that abstention is reged even when the declaratondgment was filed months before
the state court action).

Furthermore, Seneca’s authority with regardthie “first filed” rule is inapplicable.
Fru-Con Construction Corp. v. Controlled Air, Indid not involve anydeclaratory judgment
action, but rather involved twparallel contract claims. 78 F.3d 527 (8th Cir. 2009). As
such, the case implicate@olorado Riverabstention, notBrillhart/Wilton. 1d. 538. The
treatise that Seneca offers for support is equalglevant. The section that Seneca cites is
located in a “change of venue”agter, and discusses transfervehue between federal district

courts. Seel5B Charles Alan Wright & Arthur R. Mer, Federal Practice and Procedures §



3854. Therefore, that Seneca filed the instanbacieveral months befe the Desais filed
their parallel state proceeding is insuffidigmounds to deny the motion to dismiss.

Seneca’s argument that there is no risk of inconsistent rulings is also unpersuasive. The
argument rests primarily on Seneca’s belief tinat law is well settled, and that Seneca will
prevail. Doc. 40, p. 5 (*no amount of procedunachinations can change the fact that no
coverage exists . . ."”); p. 22 (“[T]he underlyi@@mplaint, read in coopction with the Seneca
Policy, necessitates a finding that there is no @ge for the Desais’ claims.”). However,
Brillhart/Wilton abstention does not require a considerabf the merits of the case. Instead,
the overarching question is whether the mefdan be better settled by the state court.”
Haverfield 218 F.3d at 874. Here, there is a legitimate @iste as to whether the underlying
tort is covered under the Seneca policy, which isame of state law, arttius the state court is
in a better position to adjudicate.

Accordingly, the Court finds that the issuesed in this declaratory judgment action are
best resolved by the parallel state court equitable garnishment proceeding. The state court case
involves the same parties, the same coveriagaes, and state lagoverns the dispute.
Furthermore, the state court is better suitedftorca complete relief to the parties. Only if
Seneca prevails will the federal declaratomglgment action resolve the matter completely.
However, should the defendants prevail here, reévesues will remain. Allowing this federal
action to proceed would be “uneconomicamadl as vexatious,” and abstention unéeitlhart
andWilton is warranted.

“So long as a possibility of retu to federal court remains, a stay rather than a dismissal
is the preferred mode of abstentionClay Reg'l Water v. City of Spirit Lake, lowh93 F.

Supp. 2d 1129, 1155 (N.D. lowa 2002) (citMilton, 515 U.S. at 288 n. 2 (1995Naverfield



218 F.3d at 875 n. 2 (8th Cir. 2000). Howewehgere the Court “see[slo reason for the case
to return to federal court . . . dismiksather than a stay is appropriate Haverfield 218 F.3d

at 875 n. 2. Here, the parallel state court actidinfuly resolve the coverage dispute at issue,
and therefore the Court does not kew this case could return to the federal courts. Therefore,
dismissal, rather than a staythe most appropriate course.

11, Conclusion

For the foregoing reasons, Defendants Neil ldeth Desai’'s Motion to Dismiss or Stay,
Doc. 33, is granted. Plaintiff Seneca Spkg Insurance Company’s Cross-Motion for

Summary Judgment, Doc. 38,denied as moot.

s/ Nanette K. Laughrey
NANETTEK. LAUGHREY
UnitedState<District Judge

Dated: February 21, 2018
Jefferson City, Missouri




