Philadelphia Indemnity Insurance Company v. Young et al Doc. 33

IN THE UNITED STATESDISTRICT COURT
FOR THE DISTRICT OF KANSAS

PHILADELPHIA INDEMNITY
INSURANCE COMPANY,

Plaintiff,

VS. Case No. 19-CV-01158-EFM-JPO

NICKSON YOUNG, SUNFLOWER
VEGETABLE OIL, INC., and TY TRIEU,

Defendants.

MEMORANDUM AND ORDER

Plaintiff Philadelphia Indemnity Insure@ Company (“PIIC”) brings a declaratory
judgment action against Defendants Nigks¥oung, Sunflower Vegetable Oil, Inc.
(“Sunflower”), and Ty Trieu seeking a declaoa of no coverage und@&lIC insurance policies
held by Sunflower. Defendants have filedJ@nt Motion to Dismiss for Lack of Personal
Jurisdiction or in the alternative to Transfertihe United States District Court for the Western
District of Missouri (Doc. 10). For the reasonsetibelow, the Court denies the motion to dismiss
for lack of personal jurisdiction and denies the motion to transfer to the Western District of

Missouri but designates Kansas Citjansas, as the place of trial.
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l. Factual and Procedural Background

In a motion to dismiss for lack of persofarisdiction based oglon the complaint and
affidavits, as here, the Court conssude facts in favor of the plaintiff. Plaintiff PIIC is a
Pennsylvania corporation and has its principlakce of business in Pennsylvania. Defendant
Sunflower is incorporated in Missouri and haspgtincipal place of business in Lenexa, Kansas.
Defendant Young founded Sunflower, is a sharelplited serves on its board of directors and as
its president. Young is also listed as the cumresidlent agent of Sunflower in Kansas but resides
in Missouri. Defendant Trieu, a Missouri resitleis currently a sharelder of Sunflower and
previously served as Sunflower’s resideneratgin Kansas, general manager, Secretary and
Treasurer, and member of the boafddirectors. Trieu also formed the Widmer Partnership, a
Kansas corporation that purchased and now owns the property Sunflower leases in Lenexa,
Kansas. Trieu is largely responsible for facilitating the lease between Widmer Partnership and
Sunflower, effectively bringing Sunflowéo its current location in Kansas.

Beginning in July 2014, PIIC issued annuaingany protection and claims-made policies
to Sunflower. The policy applications referredSianflower as a Kansas corporation and listed its
address in Lenexa, Kansas. The policies waglvered in Kansas and subject to Kansas
amendatory endorsements. The policies, in, paodvided coverage for claims against company
directors and officers. This sudtises out of PIIC’s denial afoverage regarding an underlying
suit brought by Trieu individuallgnd on behalf of @& flower against Young for fraud and breach

of fiduciary duty.

1 See Cargill Meat Sols. Corp. Rremium Beef Feeders, LL.2014 WL 172197, *1 (D. Kan. 2014).



Trieu filed the underlying suit on April 18028, in Missouri state court. Young and
Sunflower seek coverage under the policy with AtCthe 2018 lawsuit. PIIC filed the present
suit in the United States Distri€ourt for the District of Kansaseeking declaratgrjudgment as
to PIIC’s obligation under the policy toward Young and Suwmiioregarding the 2018 lawsuit.
PIIC included Trieu as a defendant becausehaslaintiff in the 2018 lawsuit, Trieu has an
interest in whether PIIC is reqed to cover the claim. The #& defendants jointly filed a motion
to dismiss for lack of personal jurisdiction, dreanatively, a motion tdransfer to the Western
District of Missouri.

. Legal Standard

When the Court evaluates personal jurisdittiased only on the complaint and affidavits,
the plaintiff must only establish a prinfacie showing opersonal jurisdiction.

The allegations in the complaint must taken as true to the extent they are

uncontroverted by the defendant’'s affidav If the parties present conflicting

affidavits, all factual disputes must besolved in the plaintiff's favor, and the
plaintiffs prima facie showing is $ficient notwithstanding the contrary
presentation by the moving party. Howegvenly the well-pled facts of [the]
plaintiff's complaint, as distinguished from mere conclusory allegations, must be
accepted as true. The plaintiff has the duty to support jurisdictional allegations in

a complaint by competent proof of tiseipporting facts if the jurisdictional
allegations are challenged by an appropriate ple&ding.

The defendant can defeat the plaintiff'snpa facie showing by demonstrating “that the

presence of some other consideratiaosild render jurisdiction unreasonabfe.”

2 Niemi v. Lasshofei770 F.3d 1331, 1347 (10th Cir. 2014).
3 Cargill Meat Sols. Corp.2014 WL 172197 at *1 (internal citations omitted).

4 Empl'rs Mut. Cas. Co. v. Bartile Roofs, In618 F.3d 1153, 1159 (10th Cir. 2010) (quofirtg Agric. &
Nutrition, LLC v. Ace European Grp. Ltdl88 F.3d 1282 (10th Cir. 2007)).



Where no federal statute establisio¢herwise, the law of theasé in which a district court
sits determines the Court’s jurisdictidnThe Kansas Supreme Cbhas construed its long-arm
statute broadly, allowing courts “to assert peatgurisdiction over nonredent defendants to the
full extent permitted by the due process clao$ethe Fourteenth Aendment to the U.S.
Constitution.® Depending on their natueand relationship to the causkaction and forum state,
“an out-of-state defendant’s contacts with the forstate may give rise teither general (all-
purpose) jurisdiction or spedaif{case-linked) jurisdiction’”

[11.  Analysis
A. The Court has general jurisdiction over Defendant Sunflower.

General jurisdiction allows the Court to esige jurisdiction for all purposes, even those
unrelated to the underlying claimThe exercise of general jsdiction is only appropriate where
the defendant’s “affiliations with the State ae continuous and systematic as to render it
essentially at home in the forum stateFor an individual, the padigm forum of the exercise
of general jurisdiction is the individual’s domicilier a corporation, it is an equivalent place, one
in which the corporation is fairly regarded as homel[,]” i.e. the corporation’s place of

incorporation or its principal place of businé$s.

5 Gowadia v. Stearn$96 Fed. App’x 667, 669 (10th Cir. 2014).

6 Volt Delta Res., Inc. v. Deving41 Kan. 775, 777 (1987).

7 0ld Republic Ins. Co. v. Cont’| Motors, In877 F.3d 895, 903 (10th Cir. 2017).
81d.

9 Daimler AG v. Baumarb71 U.S. 117, 139 (2014) (quoti@podyear Dunlop Tires Operations, S.A. v.
Brown, 564 U.S. 915, 919 (2011)).

10 Goodyear Dunlop Tires Operations, S.A. v. Brp@éd U.S. 915, 924 (2011).



Sunflower’s principal place of business is Kansas; therefore, the Court has general
personal jurisdiction over Sunflower. Howev@i]|C’s contention thathe Court has general
jurisdiction over Young and Trieu flawed. PIIC argues that geaéjurisdiction applies to an
individual “where he or she conducts businessa regular basis,” basing its argument on the
premise that “the test for general personakgiction is no different depending on whether the
defendant is an individual,@rporation, or another entity?” But in Daimler, the United States
Supreme Court held that “the exercise of gerjaradiction in every State in which a corporation
engages in a substantial, continuous, andesyatic course of business” is “unacceptably
grasping.t? The proper inquiry is whether Young andelrs contacts within the state are so
substantial as to render thessentially at home in Kansas; however, the Court need not determine
whether general jurisdiction exists over Defants Young and Trieu because the Court has
specific jurisdiction over Young and Trieu.

B. The Court has specific jurisdiction over Defendants Young and Trieu.

Specific jurisdiction analysis focuses “on tiedationship among th@efendant, the forum,
and the litigation.*®* Two requirements must be met for aitdo have specific jurisdiction over
a defendant: (1) the defendant must have “paepdly established minimum contacts within the
forum state,” and (2) “assertioof personal jurisdiction wouldomport with ‘fair play and

substantial justice.’*

1 Doc. 18, at 5 (internal quotes omitted).
2 Daimler AG v. Baumarb71 U.S. 117, 138 (2014) (internal quotes omitted).
131d. at 133 (quotingshaffer v. Heitner433 U.S. 186, 204 (1977)).

1 Burger King Corp. v. Rudzewic471 U.S. 462, 476 (1985) (quotihgt’| Shoe Co. v. Washingtoi326
U.S.310, 320 (1945)).



1. MinimumContacts

The minimum contacts inquiry for specifiarisdiction requires that the defendant
“purposefully availed [him]self of the privilege of conductingiates within the forum State
or . . . purposefully directed [his] conduct into fbeum State,” and the suit must “arise out of or
relate to defendant’s forum conduét. The present suit stems from a dispute over coverage of an
insurance policy governed by Kansas law andeidda Sunflower at its Kansas address.

As the current Sunflower's founder, curreptesident, and Kansas resident agent,
Defendant Young has purposefully availed himsélthe privilege of conducting business in
Kansas. Young seeks coverage for the 2018 lawadir PIIC insurance policy as an officer of
Sunflower, creating a strong relationship betw#®e suit and Young's catts and activities in
Kansas. Young has established minimum contactgedeta this suit nessary for the Court to
assert personal jurisdioti over Young in this suit.

Defendant Trieu also has th@nimum contacts necessary fpecific jurisdiction. As a
shareholder, Trieu brought the 2018 lawsuit, irt,pen behalf of Sunflower. Additionally, Trieu
is a member of the Widmer Partnership, the learorporation that owns the property Sunflower
leases in Kansas. Trieu was instrumentamnioving Sunflower to its current Kansas location,
purposefully directing hisictivities toward Kansas. Trieu’s actions in bringing Sunflower into
Kansas and bringing the 2018 lawsuit on behalf of Sunflower establishes a connection between

the current coverage disputedaTrieu’s contacts in Kansas.

15 Bristol-Myers Squibb Co. v. Superior Cquir87 S. Ct. 1773, 1785-86 (2017) (internal quotations omitted).



2. Fair Play and Substantial Justice

Even if defendants have minimum contawaith the forum, the exercise of personal
jurisdiction must also adhere to the traditional owsi of fair play and substantial justice. The
Court must determine whether jurisdictionré&asonable by considering “1) the burden on the
defendant, 2) the forum state’s irgst in resolving the dispute, 3) the plaintiff's interest in
receiving convenient and effective relief, 4) the iisti@ge judicial system’s interest in obtaining
the most efficient resolution of ntroversies, and 5) the shared interest of the several states in
furthering fundamental social policie¥”

Defendants argue that forcing Defendants to litigate in Wichita, Kansas, imposes an
unreasonable burden on them; howetlee Court does not agree thiigating a case in Wichita,
Kansas would be an unreasonable burden oferidants who reside in western Missouri,
especially not to the extent that it would vieldtaditional notions of fair play and susbtantial
justice. Nevertheless, for the convenience obxbfendants, PIIC has agreed to move the location
of the trial to the U.S. District of Kansas courtise in Kansas City, Kaas. The Court therefore
exercises its discretion and designates Ka@#gs Kansas, as the location of trtal Holding the
trial in Kansas City, Kansas, would also promote the interstate’s judicial system’s interest in
obtaining efficient resolution. ABefendants point out, whethbtigation is conducted in the
District of Kansas Federal Courthouse in Kar(Sig or the Western Distt of Missouri Federal

Courthouse is a difference in 3.3 miles. Additibhnakansas has an interest in resolving the

16 Old Republic Ins. Co877 F.3d at 909 (quotirfgro Axess, Inc. v. Orlux Distrip428 F.3d 1270, 1280-81
(10th Cir. 2005)).

17 SeeD. Kan. Rule 40.2(e) (“The court is not bound by thquests for place of trial. It may determine the
place of trial upon motioor in its discretion.”).



dispute because the underlying irece policy was issued to Slovier's Kansas location and is
governed by Kansas law. Finaltiie plaintiff's interest in conveant and effective relief has little
weight here because PIIC is located in Pennsylvania. Whether the case is litigated in Kansas or
Missouri bears little eéfct on convenience to PIIC. Considgrthe above factors, exercising
personal jurisdiction over Defendants would not violate traditional notions of fair play and
substantial justice.

C. Transfer tothe Western District of Missouri isunwarranted.

Alternatively, Defendants assert that theecsisould be transferred to the Western
District of Missouri. Venue may hgroper in the following districts:

(1) ajudicial district in which any defendlaresides, if all defendants are residents
of the State in which #hdistrict is located;

(2) a judicial district in which a substaritigart of the events or omissions giving
rise to the claim occurred, or a substantiat paproperty that is the subject of the
action is situated; or

(3) if there is no district in which aaction may otherwise be brought as provided

in this section, any judicial district in wdlh any defendant is subject to the court’s
personal jurisdiction with respect to such action.

Here, an insurance policy covering a businessaimg in Kansas and governed by Kansas law
gives rise to this suit; thefore, venue in the Districof Kansas is proper under 28
U.S.C. 8§ 1391(b)(2). However, for the conmste of Defendants anditnesses, Plaintiff
concedes that the location the trial could be in Kansas g€itkansas, rather than Wichita. The

Court agrees.

1828 U.S.C. § 1391.



IT IS THEREFORE ORDERED that Defendant's Motion to Dismiss (Doc. 10) is
DENIED.

IT ISFURTHER ORDERED that the location of the trial is to be moved from Wichita,
Kansas, to Kansas City, Kansas.

IT 1SSO ORDERED.

Dated this 15th day of April, 2020.

ERIC F. MELGREN
WNITED STATES DISTRICT JUDGE



