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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE EASTERN DISTRICT OF MISSOURI
EASTERN DIVISION

Inre: Chapter 11

Case No. 12-51502-659
PATRIOT COAL CORPORATION, etal., (Jointly Administered)
Debtors. Rdated toDocket No. 5153

Hearing Date: January 28, 2014
Hearing Time: 10:00 am. Centra
Location: Courtroom 7-N, &. Louis

REORGANIZED DEBTORS’ RESPONSEIN OPPOSITION TO
PETTRY CLAIMANTS MOTION FOR RECONSIDERATION OF ORDER
SUSTAINING SEVENTEENTH OMNIBUS OBJECTIONTO CLAIMS
(Pettry Litigation Claims)

Patriot Cod Corporationand itsaffiliates (the* Reorganized Debtors”) respectfully
submit this Responsein oppositiontothePettry Claimants' M otionfor Reconsideration of Order
Sustaining Debtors’ Seventeenth Omnibus Objection to Claims [Dkt. No. 5153] (the* M otion”).
For thefollowing reasons, the Court should exercise its discretion, rgect thePettry Clamants’

effortsto reargue matterslitigated previously, and deny theM otion.

Preliminary Statement

Theissuesraised in the M otion by thePettry Clamantswere briefed in September and
October, argued at length a ahearing on October 22, and resolved in an order entered by the
Court on November 8 [Dkt. No. 4977]. Because thePettry Claimants did not apped, theCourt’s
order isfind, and theclams of thePettry Clamants—totaling more than $10 million in face

amount—have been disdlowed.
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The Pettry Claimants now seek reconsideration of the disallowance of their clams under
Section 502(j) of the Bankruptcy Code, which requires a showing of “cause.” But nothing has
changed—not thefacts, not the procedura circumstances, and not even the arguments of the
Pettry Clamants. The Pettry Clamantssimply reargue the pointsthat they made, and the Court
rgected, only a few months ago.

The Court’ sdecision on amotion for reconsideration under Section 502(j) is
discretionary. See, eg., InreMathiason, 16 F.3d 234, 239 (8th Cir. 1994); In re Payless
Cashways, Inc., 230 B.R. 120, 138 (B.A.P. 8th Cir. 1999). Because the Pettry Clamantshave
not identified any legtimate reason for the Court toreverse itsrecent decision todisalow their

clams, the Court should exercise itsdiscretion to deny the M otion.

No Hearingis Required

The Pettry Clamantsargue that they are” entitledto ahearing’ on their M otion (M otion
a 3). Thatisnot correct. Section 102(1) of the Bankruptcy Codeprovides that “ after notice and
ahearing” or asimilar phrase (such as “ ater ahearing on notice’ in Federd Rule of Bankruptcy
Procedure 3008), means after “ such opportunity for ahearing as is gppropriateinthe particular
circumstances.” 11 U.S.C. §102(1)(A). A court is not required tohold another hearing to
address issues that have dready been heard and argued. See, e.g., InreBehrens, 501 B.R. 351,
356 (B.A.P.8th Cir. 2013); In reKujawa, 224 B.R. 104, 107-08 (E.D. M 0.1998). As discussed
below, theissues raised in theM otion are neither new nor substantia. The Court, therefore, may

and should deny theM otionwithout a hearing.



Case 12-51502 Doc 5206 Filed 01/07/14 Entered 01/07/14 15:48:46 Main Document
Pg 3 of 8

The Court’s Order Disallowingthe ClaimsIs Not Void

The Pettry Claimantsacknowledge that Federd Rule of Civil Procedure 60(b) “isa
quide’ for aRule 502(j) motion (M otionat 3). In fact, Rule 60(b) is more than merdly hepful in
thiscontext; it “ hepstodefine theterm ‘cause’ in 8 502(j) and providesthe agpplicable criteria
for reconsidering clams.” Payless Cashways, 230 B.R. a 137. In an apparent effort to invoke
Rule 60(b)(4), thePettry Claimants argue that the Court’ sorder disadlowing their clams is void
(Motionat 4, 6). Thisargument is patently frivolous.

The Pettry Clamantsidentify only three bases for claming that theorder isvoid: first,
that the Court “ refus[ed] to acknowledge the West Virgnia statecourt’sviolation of the
automatic stay” (M otion at 4); second, that theCourt’ srulings were“ conclusory” (M otion & 6);
and third, that the Court’sconclusions “ stand in stark contrast towell-settled bankruptcy law”
(id.). Even if dl three of these contentionswere accurate—and none of them is—that would
demonstrate, a most, that theCourt had erred. But ajudgment is not void simply because it may
be erroneous. United Sudent Aid Funds, Inc. v. Espinosa, 559 U.S. 260, 270 (2010). Rdief
under Rule 60(b)(4) is avalable “only in the rare instance where a judgment is premised either
on acertain typeof jurisdictiona error or on a violation of due processthat deprivesa party of
notice or the opportunity tobeheard.” Id. ThePettry Clamants do not contend that any such
deficiency is present here. Accordingy, ther request for reconsideration must be rgected to the

extent that it relies on Rule 60(b)(4).

The Pettry Claimants May Not Obtain Relief by Rearquing the Merits

A Rule 60(b) motion “is not avehicle for simple reargument on themerits.” Broadway v.

Norris, 193 F.3d 987, 990 (8th Cir. 1999). A motion under Rule 60(b)(4) or 60(b)(6) may not be
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used “ asa substitutefor atimely gpped of ajudgment.” Hunter v. Underwood, 362 F.3d 468,
475 (8th Cir. 2004). Yet that is precisely what thePettry Claimants attempt inthe M otion.

Each of the“five conclusory rulings” about which the Pettry Clamantscomplain was
addressed in thebriefing, in ord argument, or in the Court’ swrittendecision disalowing the
clams at issue. The Court need not consider themerits of the objection tothe Pettry Claimants’
clams again, because the M otion should be denied on theground that it is merely repetitive. See
Broadway, 193 F.3d a 990 (holding that mere reargument is asufficient ground for a
determination that lower court did not abuse itsdiscretion in denying Rule 60(b) motion); Inre
El Doradolce & Coal Co., 290 F. 180, 181 (8th Cir. 1923) (affirming denia of reconsideration
where questions of law were considered previously in alowance proceedings and no apped was

taken).

The Court Correctly Disallowed the Claims

None of thefiveissues identified by the Pettry Clamantsin the M otion hasmerit. Each
is discussed briefly below.

1 The Pettry Clamantsargue that this Court ignored an “ intentiona violation of its
automatic stay order by the West Virgnia statecourt that was in clear contravention of federa
bankruptcy law” (M otionat 4). For the reasons discussed next, there wasno violation of the
automatic stay, and thusthe Court did not ignore one.

2. The Pettry Clamantstakeissue withthe Court’sconclusion that the stay did not
apply tothestatecourt’ sdismissa of their clams (M otionat 4). But controlling Eighth Circuit
authority—ignored by the Pettry Clamants—providesthat a bankruptcy court “ doesnot have the

power to preclude another court from dismissing a case on itsdocket or to affect the handling of
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acase in a manner not inconsistent with thepurposeof the automatic stay.” Dennisv. AH.
Robins Co., 860 F.2d 871, 872 (8th Cir. 1988). Vierkant, which the Pettry Clamantshave cited
repeatedly in this dispute, involved very different facts. Thestatecourt in that case entered a
default judgment against the debtor post-petition, and that action plainly is inconsistent with the
purposeof thestay. SeelnreVierkant, 240 B.R. 317, 319 (B.A.P. 8th Cir. 1999). The same
distinction appliestoFarley v. Henson, 2 F.3d 273 (8th Cir. 1993), dso cited by the Pettry
Clamants. Interpretingthe automatic stay toapply toadebtor’s gpped of an adverse pre-
petition judgment is consistent withthe* breathing spell” aspect of thestay, for it relieves the
debtor of theburden of pursuingan appea immediately. See InreHoffinger Industries, Inc., 329
F.3d 948, 952 (8th Cir. 2003); 11 U.S.C. 8§ 108(c). But Farley has no bearing on astatecourt’s
dismissa of acreditor’s clams on the merits. The Court correctly concluded that the automatic
stay did not apply inthe circumstances present here.

3. The Pettry Clamantsaso argue that the Court erroneously determined that astate
court cannot determine “ whether and towhat extent the automatic stay applies” (M otionat 5).
But they follow this assertionwith anon sequitur, arguing that astatecourt cannot grant relief
from the automatic stay (id.). Thesetwoissuesare obviously distinct, and the statecourt did not
purport togrant any party relief from the automatic stag/.1 Both thebankruptcy court and the
non-bankruptcy court in which litigation is pending have jurisdiction to determine whether the
stay isapplicable. See, eg., InreBaldwin-United Corp. Litigation, 765 F.2d 343, 347 (2d Cir.

1985); Brock v. Morysville Body Works, Inc., 829 F.2d 383, 387 (3d Cir. 1987); Hunt v. Bankers

'The Pettry Clamantsaso complan that the automatic stay wasimplicated because
“ non-debtor defendants had aleged cross clams for indemnity and contribution against Debtor
Eastern” (M otionat 5). This, quitesimply, isnot amatter about which thePettry Clamants have
standing tocomplain. Inany event, because the statecourt dismissed thePettry Clamants’
clams against dl defendants, the contingent cross-clams are now meaningless.

-5
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Trust Co., 799 F.2d 1060, 1069 (5th Cir. 1986). Indeed, statecourts interpret and apply the
automatic stay regularly in the course of handling civil, criminad, and family-law cases, just as
they interpret other mattersof federad constitutiona and statutory law that apply to casesarising
under statelaw.

4, Fourth, the Pettry Claimantscomplain that theCourt “ completely ignored the
long-established exception” tothe Rooker-Feldman doctrine that appliesif thestatecourt lacks
jurisdiction (M otionat 5-6). But the Pettry Claimants have never identified any problem with
the statecourt’ ssubject-matter jurisdiction over thelitigation that they filed more than 11 years
ago. Their only jurisdictiona argument is that the statecourt did not have jurisdiction to
interpret theautomatic stay. For thereasons discussed immediately above, they areincorrect on
that point, and thusthe Court did not ignore any relevant issue. The statecourt’sdismissd is
consistent with the automatic stay, as theEighth Circuit ruled in Dennis, and bothres judicata
and the Rooker -Feldman doctrine bar this Court from resolving themerits of thelitigation in a
manner different than the statecourt did. SeeIn rePhillips, 500 B.R. 570, 577 (B.A.P.8th Cir.
2013) (holding that Rooker -Feldman doctrine precluded bankruptcy court from undermining
statecourt’sjudgment against debtor’ s affiliates).

5. Finally, the Pettry Claimantsrepest their procedura argument that the
Reorganized Debtorswere obligated to object to their clams individudly, rather thanin an
omnibus objection, or perhagpstofile an adversary proceeding (M otionat 6). For thereasons
explained in the Reorganized Debtors’ earlier papers, Rule 7001 does not require an adversary
proceeding in thiscontext, and theCourt has previously authorized the Reorganized Debtorsto
file omnibus objections to clams that “ seek recovery of amounts for which the Debtorsare not

ligdble’ [Dkt. No. 3021].
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The Equities of the Case Are Irrel evant

Section 502(j) permitsa clam to be dlowed or disallowed “ according tothe equities of
thecase” Theequities do not, in fact, favor thePettry Clamants, who have had a full and fair
opportunity to addresstheReorganized Debtors’ objection to their clams and whose litigation in
statecourt has been dismissed on themerits. But in any event, the Pettry Claimants must cross
severa thresholdsbefore they may argue the equities. First they must establish that the Court
should grant reconsideration “for cause,” which they have not done. 11 U.S.C. § 502(j). In
addition, as Judge Barta has held, the equitable reasons profferedin support of alowance or
disallowance “shouldfirst be subjected toa review under theappropriatelaw.” Inre FERCO
Fabricators, Inc., 153 B.R. 40, 43 (Bankr. E.D. M 0.1993). For dl of the reasons discussed in
thisproceeding todate, the Pettry Claimants’ clams are “ unenforceable against the debtor and
property of thedebtor, under ... gpplicable law.” 11 U.S.C. § 502(b)(1); seealso 28 U.S.C.

§ 1738 (requiring statecourt’ sdecision to be gven full faith and credit). The clams thus cannot

be dlowed.

Condlusion

For thesereasons, the M otionisnot meritorious, and it should be denied.
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Dated: January 7, 2014
S. Louis, Missouri

Respectfully submitted,
BRYAN CAVE LLP

/s/ Brian C. Walsh

Lloyd A. Paans, #22650M O
Brian C. Wash, #58091M O
Laura Uberti Hughes, #60732M O
One M etropolitan Square

211 N. Broadway , Suite 3600

S. Louis, Missouri 63102

(314) 259-2000

Fax  (314) 259-2020

Local Counsed to the Reorganized Debtors

-and-
DAVISPOLK & WARDWELL LLP

M arshal S. Huebner
Damian S. Schaible
Brian M . Resnick
Michdle M .M cGred

450 Lexington Avenue

New York, New York 10017
(212) 450-4000

Fax  (212) 607-7983

Counsd to the Reorganized Debtors



