United States Court of Appeals
Fifth Circuit

FILED

| N THE UNI TED STATES COURT OF APPEALS April 4, 2007
FOR THE FIFTH CIRCU T
Charles R. Fulbruge llI

D000 00000000000))))) Clerk

No. 06- 30557
Summary Cal endar

21333333311333333)))33))))
In The Matter of: ALONZO WLLIAMS, SR

Debt or

FRI ENDLY FI NANCE SERVICE M D-CITY, INC.; DAVID C. MCM LLI N

Appel I ant s

V.

ALONZO W LLI AM5, SR

Appel | ee

Appeal fromthe United States District Court
for the Western District of Loui siana
No. 3:05-CV-1826

Bef ore DeMOSS, STEWART, and PRADO, Circuit Judges.
PER CURI AM *

Before the court is an appeal by Appellant Friendly Finance
Service Md-City, Inc. (“Friendly Finance”) and its attorney,
Appellant David C McMIlin (“MMI1lin”), of the district court’s

order affirm ng the bankruptcy court’s order that dism ssed

" Pursuant to 5TH QG RoU T RUE 47.5, the court has determ ned
that this opinion should not be published and is not precedent
except under the limted circunstances set forth in 5TH QRaUT
RULE 47.5. 4.



Friendly Finance s adversary conpl aint as noot and sancti oned
MM Ilin for filing the adversary conplaint. For the foll ow ng
reasons, we AFFI RM
| . FACTUAL AND PROCEDURAL BACKGROUND

The facts of this case are undi sputed. On June 30, 2004,
Alonzo Wlliams, Sr. (“WIlians”) received a discharge from
Chapter 7 bankruptcy. Following his discharge, WIllians applied
for and received a loan fromFriendly Finance in July 2004.
Wllianms and his wife, Melvina Wllianms (“Ms. WIllians”), then
jointly filed a Chapter 7 bankruptcy petition on March 9, 2005.

Pursuant to the version of 11 U S.C 8§ 727(a)(8) in effect
at that tine, a debtor was ineligible for a bankruptcy di scharge
if he had been granted a discharge “in a case commenced within
six years before the date of the filing of the [current] petition

."1 Therefore, the bankruptcy court issued a show cause

order requiring Wllians to denonstrate why he should not be
dism ssed fromthe current bankruptcy proceeding, given his 2004
di scharge. At a hearing on May 11, 2005, the bankruptcy court
determ ned that WIllians was ineligible for a discharge and
entered an order dismssing Wllians fromthe bankruptcy case
that sanme day. Ms. WIllianms, however, was allowed to proceed
w th her bankruptcy petition.

On July 12, 2005, Friendly Finance, by way of McMIIin,

1 Section 727(a)(8) has since been anended to increase the
anount of tine between discharges fromsix years to eight years.
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filed an adversary conplaint against Wllians. The conpl aint,
entitled “Conplaint to Discharge,” stated it was filed “pursuant
to 11 U S.C 8§ 727" and alleged that WIIlians was obligated on
three loans to Friendly Finance. The conplaint then noted that
WIllians had received a discharge in June 2004, naking him
ineligible for a discharge in the current bankruptcy proceedi ng.
As a result, Friendly Finance asked that WIllians’ s discharge be
deni ed.

The bankruptcy court issued a show cause order on July 14,
2005, requiring MM 1lin to denonstrate why he should not be
sanctioned under Rule 9011 of the Federal Rules of Bankruptcy
Procedure for filing the adversary conplaint. 1In its order, the
bankruptcy court noted that the precise relief sought in the
adversary conpl ai nt had been granted over sixty days earlier when
t he bankruptcy court dismssed WIllians fromthe bankruptcy case.
Had McM Il in exam ned the bankruptcy court filings, the
bankruptcy court reasoned, he would have easily discovered that
Wl lians had al ready been dism ssed fromthe case. The
bankruptcy court also listed five other cases in which it had
previously warned McM 1 1in about the inadequacy of his pleadings.

In response, McMIlin admtted that he was aware at the tine
he filed the adversary conplaint that WIllianms had al ready been
di sm ssed fromthe bankruptcy case. However, McMIIlin stated
that the intent of his filing was to establish that Wllians’'s
debt to Friendly Finance could not be discharged, neaning there
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could be no injunction against Friendly Finance s post-discharge
collection of community debt pursuant to 11 U S.C. 8§ 524. The
bankruptcy court held a hearing on the matter on Septenber 7,
2005, and dism ssed Friendly Finance’s adversary conplaint as
moot. The bankruptcy court also sanctioned McMIlin by requiring
himto obtain | eave of court before filing any conplaint under 11
U S.C 88 523 or 727 in the Mnroe and Al exandria divisions of
t he bankruptcy court for the Western District of Louisiana.

Friendly Finance appealed the dism ssal of its adversary
conplaint as noot and McM | Ilin appeal ed the sanctions order to
the district court, which affirnmed the decision of the bankruptcy
court. Friendly Finance and McMIlin now appeal to this court.
We have jurisdiction over this matter pursuant to 28 U S. C
§ 158(d)(1).

1. DI SCUSSI ON

This court applies the sane standard of review to the

deci sions of a bankruptcy court as does the district court.

Nesco Acceptance Corp. v. Jay (ln re Jay), 432 F.3d 323, 325 (5th

Cr. 2005). Findings of fact are reviewed for clear error, while

concl usions of | aw are consi dered de novo. ld.; see also FED. R

BAnkR. P. 8013. We may affirmon any grounds supported by the
record, even if those grounds were not relied upon by the | ower

courts. Bonneville Power Admin. v. Mrant Corp. (In re Mrant

Corp.), 440 F.3d 238, 245 (5th Gr. 2006).



A. Wiether Friendly Finance’s Adversary Proceedi ng WAs Moot

We first turn to the question of whether Friendly Finance’s
adversary proceeding was noot. Friendly Finance asserts that its
adversary conplaint is not noot, but rather is necessary in order
to ensure that no injunction is entered against collecting the
pre-petition debt through after-acquired comunity property. For
this proposition, Friendly Finance relies on 11 U S. C
8§ 524(a)(3) & (b), which state as foll ows:

(a) A discharge in a case under this title-

(3) operates as an i njunction agai nst the commencenent or
continuation of an action, the enpl oynent of process, or
an act, to collect or recover from or offset against,
property of the debtor of the kind specified in section
541(a)(2) of this title that is acquired after the
comencenent of the case, on account of any allowable
comunity claim except a community claim that is
excepted fromdi scharge under section 523, 1228(a)(1), or
1328(a) (1), or that would be so excepted, determned in
accordance with the provisions of sections 523(c) and
523(d) of this title, in a case concerning the debtor’s
spouse commenced on the date of the filing of the
petition in the case concerning the debtor, whether or
not di scharge of the debt based on such comunity claim
i s waived.

(b) Subsection (a)(3) of the section does not apply if-

(2)(A) the court would not grant the debtor’s spouse a
discharge in a case under chapter 7 of this title
concerning such spouse commenced on the date of the
filing of the petitionin the case concerning the debtor;
and

(B) a determnation that the court would not so grant
such di scharge i s nade by the bankruptcy court within the
time and i n the manner provi ded for a determ nati on under

5



section 727 of this title of whether a debtor is granted
a di scharge.

As recogni zed by the bankruptcy and district courts in this
case, these statutes are difficult to decipher. 1In short, when
only one spouse decl ares bankruptcy and receives a discharge, an
injunction typically issues that prevents creditors who are owed
pre-petition debts fromcollecting on after-acquired conmunity

property. See Brown v. Kastner (ln re Kastner), 197 B.R 620,

622 (Bankr. E.D. La. 1996). A creditor can preserve his right to
collect on after-acquired conmmunity property by bringing suit

agai nst the non-debtor spouse to determne if the debt is

hypot hetically non-di schargeable as to that spouse. 1d. at 622-

23. Collier on Bankruptcy states that the purpose of these

statutes is to prevent a “wong doi ng” non-debtor spouse from
recei ving a discharge through an i nnocent spouse in bankruptcy.

3 Collier on Bankruptcy  524.02[3] at 524-28 (15th ed. 1996).

We need not, however, unravel this conplicated area of |aw,
because Friendly Finance’'s adversary conplaint sinply did not
rai se these issues. The adversary conplaint did not nention
8§ 524, a hypothetical debtor, community property, or any other
facts that mght indicate to the bankruptcy court that this was
the relief Friendly Finance was seeking. Instead, it was a bare-
bones request that the bankruptcy court declare that WIllians was
ineligible for discharge in light of his 2004 discharge. Two

mont hs earlier, the bankruptcy court had decl ared exactly that



and dismssed Wllians fromthe bankruptcy case. As a result,

Friendly Finance s adversary conplaint was noot. See MCorvey V.

Hll, 385 F.3d 846, 849 (5th Cr. 2004) (stating that a case is
nmoot when “the issues presented are no |onger live”).
Consequently, the bankruptcy court did not err in dismssing
Friendly Finance s adversary conplaint as noot, and the district
court did not err in affirmng that decision.

B. Wiether the Sanctions Against McMI|lan Were Warrant ed

Havi ng determ ned that Friendly Finance’ s adversary
conplaint was noot at the tine it was filed, we now consider
whet her the sanctions inposed by the bankruptcy court on McMIIlin
were justified. W review the bankruptcy court’s inposition of

sanctions for abuse of discretion. Chri st opher v. Kendavi s

Hol ding Co. (ln re Kendavis Holding Co.), 249 F.3d 383, 385 (5th

Cir. 2001).

Rul e 9011 of the Federal Rules of Bankruptcy Procedure,
under which MM IIlin was sanctioned, states as follows:

(b) Representations to the court

By presenting to the court (whether by signing, filing,
submtting, or later advocating) a petition, pleading,
witten notion, or other paper, an attorney or
unrepresented party is certifying that to the best of the
person’s know edge, i nformati on, and belief, fornmed after
an i nquiry reasonabl e under the circunstances, --

(1) it is not being presented for any inproper purpose,
such as to harass or to cause unnecessary delay or
needl ess increase in the cost of litigation;

(2) the clains, defenses, and other |egal contentions
therein are warranted by existing law or by a
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nonfrivol ous argunent for the extension, nodification, or

reversal of existing |aw or by the establishnment of new

I aw;

(3) the allegations and other factual contentions have

evidentiary support or, if specifically so identified,

are likely to have evidentiary support after a reasonabl e

opportunity for further investigation or discovery; and

(4) the denials of factual contentions are warranted on

the evidence or, if specifically so identified, are

reasonably based on lack of information or belief.
Subsection (c) of Rule 9011 provides that, after notice and a
reasonabl e opportunity to respond, a court nmay inpose an
appropriate sanction for violations of subsection (b). Feb R
BAnKR. P. 9011(c).

As discussed in the previous section, the adversary
conplaint filed by MM Ilin was, on its face, clearly noot. The
conpl ai nt asked only that WIlIlians be deni ed bankruptcy
di scharge, a ruling that MM I1lin knew the bankruptcy court had
made two nonths earlier. Despite MMIlin's claimthat he was
attenpting to prevent an injunction fromissuing under 11 U S. C
8 524, the adversary conplaint contained no hint of this
“intention.” Gven the bankruptcy court’s warnings in prior
cases that McMIlin’s pleadings were inadequate, the bankruptcy
court did not abuse its discretion in sanctioning McMI1Ilin for
hi s i nadequate pleading in this case. Therefore, we affirmthe
bankruptcy court’s inposition of sanctions on McMIIin.

I'11. CONCLUSI ON

For the reasons above, we AFFIRM the decisions of the | ower



courts.

AFF| RMED.



