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SUMMARY

The United States District Court for the Southern District of California declines to stay proceedings
against defendants other than Red Rock Enterprises of Utah, Inc., whose Chapter 11 bankruptcy
triggered the automatic stay under 11 U.S.C. § 362(a). The court concludes that fairness and efficiency
favor allowing claims against the remaining defendants to proceed and notes that the bankruptcy court
denied Red Rock’s request to enjoin the district court action.
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QUESTIONS PRESENTED

1. Whether the automatic stay under 11 U.S.C. § 362(a) extends to nondebtor co-defendants.

2. Whether the district court should exercise its inherent authority to stay the entire action pending
resolution of Red Rock's bankruptcy proceedings.

HOLDINGS

1. The automatic stay generally protects only the bankruptcy debtor and does not automatically extend to
nondebtor co-defendants. Claims and proceedings involving multiple parties must be analyzed
separately to determine which proceedings are stayed.

2. The court declined to stay the proceedings as to any party other than Red Rock because fairness and
docket efficiency favored allowing the claims against the nondebtor defendants to proceed.

KEY QUOTATIONS

“The automatic stay is self-executing and “sweeps broadly, enjoining the commencement or continuation of
any judicial, administrative, or other proceedings against the debtor.”” (at 1)

“Within a single case, some actions may be stayed, others not. Multiple claim and multiple party litigation
must be disaggregated so that particular claims, counterclaims, cross-claims and third-party claims are
treated independently when determining which of their respective proceedings are subject to the bankruptcy
stay.” (at 1)

“The Court determines that fairness and efficiency favor declining to stay this case as to any party other then
Red Rock.” (at 2)

FACTUAL BACKGROUND

Red Rock Enterprises of Utah, Inc., a defendant in the civil action, commenced voluntary Chapter 11 bankruptcy
proceedings in the United States Bankruptcy Court for the District of Utah. The bankruptcy filing automatically
stayed the proceedings against Red Rock. The district court concluded that claims against the operating entities,
the Salinas owners, and other defendants could proceed effectively without staying the entire case, which had
already been pending for more than three years. The bankruptcy court also denied Red Rock's motion to enjoin
the district court from proceeding with the action.

PROCEDURAL HISTORY

Red Rock notified the court that it had filed for Chapter 11 bankruptcy, triggering the automatic stay as to
proceedings against Red Rock. The district court issued an order to show cause concerning whether the entire
action should also be stayed under the court's inherent authority. After receiving submissions from the parties,
the court declined to stay the proceedings against any party other than Red Rock and discharged the order to
show cause.
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