KALINER v. MDC SYSTEMS, CORP., LLC, ET AL Doc. 122

INTHE UNITED STATESDISTRICT COURT
FOR THE EASTERN DISTRICT OF PENNSYLVANIA

MICHAEL H. KALINER, Trusteefor ; MISCELLANEOUSACTION
Debtor, MDC Systems|Inc., NO. 09-5
Plaintiff,
V.

MDC SYSTEMSCORP,, LLC,

Defendant.

DuBais, J. November 2, 2012

MEMORANDUM

INTRODUCTION

Plaintiff Michael H. Kaliner, as Chapter 7 stee for debtor MDC Systems, Inc. (“INC”),
brought an actioto recoveyfor the benefit of the estagecreditorsassets he alleges were
fraudulentlyconveyedoy INC to MDC Systems Corp., LLC (“the LLC)Initially, multiple
claims werébrought against many defendanfd| that remainss a fraudulent conveyance claim
against the LLC.

Presently before the CoustKaliner's motionto quash the LLC’s jury trial demand and
to refer the case to thmnkruptcy court. For the reasons set forth below, the mistaemied.
1. BACKGROUND

The background of this case is set forth in detail in the Court's Memorandum regarding

summary judgmentSeeKaliner v. MDC Systems Corp., 2011 WL 203872, *1-*4 (E.D. Pa. Jan.
20, 2011).Accordingly the Cart recites in this Memorandum only those facts necessary to
explain the Court’s rulings aime motioncurrently pending before the Court.

Robert McCue formetNC in order to provide project and construction management

consulting servicesld. at *1. INC, in turn, formed the LLC and later transferred assets to the
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LLC. Id. at *1-*2. There is a dispute concerning precisely what assets were transferred.
“Though LLC argues that the only assets it purchased from INC weuneeisstfurniture, and
equipment for $42,000, Kaliner contends that LLC acquired much more, including INC’
existing contracts, good will, furniture, fixtures and equipment, employeeght@le number,
use of the MDC Systems name and other intellectual property, data bases arel usrs#ss
location and release of &Cue’s covenant not to competdd. at *11.

The present action traces back to a lease dispute in which judgment was eydergld a
INC for over one million dollarsld. at *3. Kaliner claims INCfraudulently transferigkits
assets téhe LLC so INC could escape that deffourth Am. Compl. 8-9.He requed, inter
alia, that the transfer be declared vaitdthatthe LLC “be ordered to reconvey the assets
received from [INC], tdINC], or to a receiver appointed for the purpose of selling the same and
applying the proceeds to the satisfaction of [INC’s] debtkl’ at 910.)

The case was removed from state courtrafeired to the bankruptcy coutaliner,
2011 WL 203872 at *4. The Court withdrew the reference from the bankruptcy court by Order
dated April 27, 2009. Throughout the litigation, the LLC has demanded a jurykakher has
now moved to quash the LLE]jury trial demand and to refer the case kdadke bankruptcy
court.
1. DISCUSSION

Kaliner argueghat the LLC does not have a Seventh Amendment right to a jury trial.
The Court disagreesThe Seventh Amendment protects a litigant’s right to a jury trial only if a

cause of action is legal in nature and involves a matter of ‘private rightahfinanciera v.

Nordberg, 492 U.S. 31, 42 n.4 (1989). The Supreme Co@tanfinancieraet forththethree



step analysis required to make this determination: “First, we compareatim®ist action to
18th-century actions brought in the courts of England prior to the merger of the coavisamid
equity. Second, we examine the remedy sought and determine whetHhepdlisr equitable in
nature. The second stage of this analysis is more important than theldirstt"42 (internal
guotations and tations omitted).“If, on balance, these two factors indicate that a party is
entitled to a jury trial under the Seventh Amendment, we must decide whether Comgyess
assign and has assigned resolution of the relevant claim toArticle-111 adjudicatve body
that does not use a jury as factfindeld: Under this final stepf the claimasserts a “private
right” rather than a “public right,” the Seventh Amendmapplies. Id. at 42 n.4.

A. StepTwo: Legal or Equitable Remedy

Kaliner does not make amygument concerningtepone of the test. He principally
attacks stepwo. Heassertghat with only the fraudulent conveyandaim remaining, he is now
seeking exclusively equitable reliefMot. 6.) Specifically, he contends tlmatonveying
intangble assets and propelig/an equitable remedyld.) The LLC counterghat reconveying
assets to sell them and apply the proceeds to satisfy a debt is legal relieRd&pef7.)

Granfinancieraontrols this Court’s decision. That case also invothiedSeventh

Amendment right to a jury trial in the contextafraudulent conveyance clainGranfinanciera

492 U.S. at 36.Theplaintiff sought to recover a specific amount of money: $1.68 millldnat
36-37. TheSupremeCourt concluded thaush a remedy was legal in natutéd. at 49. In
reaching that decisiorh& Court favorablgited Garrard Glenn’s treatisEraudulent

Conveyances and Preferencés at 44. The treatiselassified the recovery of money or

peronal property as legaémediesaandtherecovery of intangile property as an equitable one.



Id. This Court will follow that taxonomy as well.

The parties agree thtte transfefrom INC to the LLC includegdat least, fixtures,
furniture, and equipmentSeeKaliner, 2011 WL 203872, at *11. As Kaliner seeks to have
personal property reconveydt is requesting, in part, a legal remetlyhere a case involves

bothlegal and equitable claimthe parties are entitléd a jury trial. Ross v. Bernhard, 396 U.S.

531, 537-38 (199). Thus, the Court will move tetepthree of the Granfinancieemalysis.

B. StepThree: Public or Private Right

Kaliner argues that the final steptheGranfinancierdest—whether the case must be

resolved by an Article 11l court “tips in favor of a nonury trial.” (Mot 9.) Resolving this
issue requires determining whether the claim asserts a “public right” (Wieeeeis no right to a

jury trial) or a “private right” (where there is). Granfinancjet@2 U.S. at 42 n.4ln

Granfinancierathe Courtstated “Although the issue admits of some debate, a bankruptcy

trustee’s right to recover under a fraudulence conveyanceems to us more accurately
characterized as a private rather than a public aghte have used those terms in our Aatit

decisions. Id. at 55. Recently, iStern v. Marshallthe Court examined the public/private right

dichotomy andelied on Granfinancieran reaching its decision131 S.Ct. 2594, 2614 (2011).
Thus, this Court concludes th&aliner’s fraudulentonveyance claim assed$private right;
andthat the LLC has a right to a jury trial.he request to quash the LLC’s jury trial demand is
thereforedenied.

Kaliner’'s requesto refer the case back to thankruptcy couris predicated othis Court
concluding that the LLC did not have a right to a jury trial. Accordingly,régiesis denied

as well



IV. CONCLUSION
For the reasons stated above, the motion to quash the LLC’s jury trial demand and to

refer the case to thabkruptcy courts denied. An appropriate order follows.
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