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mony Enterprises Inc

THE HONORABLE JOHN C. COUGHENOUH

UNITED STATES DISTRICT COURT
WESTERNDISTRICT OFWASHINGTON

AT SEATTLE
TVI, INC., a Washington corporation, CASE NO.C18-14613CC
Plaintiff, ORDER

V.

HARMONY ENTERPRISES, INGa
Minnesota corporation,

Defendant.

This matter comes before the CourtRIaintiff's motion to amend itsomplaint (Dkt.
No. 19) and Defendant’s motion for partial summary judgment (Dkt. No. 22). Having tihdyo
considered the parties’ briefing and the relevant record, the Court finds analest
unnecessary and hereD¥ENIES Plaintiff’'s motion to amend (Dkt. No. 19) and DENIES
Defendant’s motion for partial summary judgment (Dkt. No. 22) as fothe reasons
explained herein.
l. BACKGROUND

Plaintiff is a global thrift retailer who purchases, resells, and recycles gsetly u
clothing and other items. (Dkt. No. 20 at [f.¢lothingitems remain unsold at Plaintiffores
Plaintiff usesbalers to compress and comptia clothing into shipping contaers for transport

to and sale in developing countrigigl. Balers are usedaily in all of Plaintiff'sstores (Id. at

ORDER
C181461JCC
PAGE- 1

Doc. 34

R

[y

g

Docket

5.Justia.com


https://dockets.justia.com/docket/washington/wawdce/2:2018cv01461/265187/
https://docs.justia.com/cases/federal/district-courts/washington/wawdce/2:2018cv01461/265187/34/
https://dockets.justia.com/

© 00O N o o A W N P

NN NN NN R R R R R R R R R R
OO 00 N N -, OO 00 N oY 010NN 0 N -RE O

2.) Defendanmanufactures, markets, and sells balers. (Dkt. Nos. 1-2 at 2, 1Batdeen
2013 and 2014, Plaintiff purchased 27 balers from Defendant, which Defemstatied in
Plaintiff's stores (Dkt. No. 20 at 2.)

On October 3, 2017, a baler manufactured and instiaylddkefendant at Plaintiff’'s Mt.
Vernonstore(the “Mt. Vernon baler”failed and“shot a large steel bolt across [Plaintiff's]
production room where [Plaintiff's] employees were workingg?)(No one was injured in the
incident. (d.) Plaintiff immediately notified Defendamind demanded that Defendaehd a
representative to inspect the Mt. Vernon baler, produce a detailed report of howdbat
could have occurred, remove and dispose of the baler, and reimburse Plaintiff for thegpurg
and installation of a replacentdraler. (d. at 2, 8-15.) Plaintiff also demanded that Defendar
inspect all other balers it had installed in Plaintiff's stores at Defendanensg@ngroduce a
report on their stability and safetyd(at 8)

On October 9Defendat offered to take the Mt. Vernon baler backMimnesotafor an
evaluation ando give Plaintiff a report otthe evaluation’s findings. (Dkt. No. 20 at 27Qn
October 10Plaintiff sent Defendant a letter titled, “Notice of Defect and Potential Claim of
Indemnity,” which set forth thealleged facts of th#it. Vernon baler’s failure and noted that th
failure put Plaintiff’'s employees at risk of harrd.(at 31-32.Plaintiff conditioned its
relinquishing of the Mt. Vernon baler to Defendant on Defendant’s production of a report g
the cause of the failureSéed. at 2, 31.)

The Mt. Vernon baler arrived at Defendant’s Minnesota headquarters on October 1
2017. (Dkt. No. 21 at,®.) Defendant conducted a orte-two-hour inspection of the Mt.
Vernon baler, during which it found unnecessary welds that contributed to the Mt. Vernon
baler’s failure. [d. at14-15, 25.) Defendant has since been unable to locate any notes fron

inspecton of the Mt. Vernon balerld. at 12.)

1 On October 9 and 10, 2017, Defendant’s employees discussed how to weld certa
of Defendant’s balers to address issues with the balers. (Dkt. No. 27 at 5-7.)
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On November 30, 2017, a visual inspection of a baler manufactured and installed b
Defendant at Plaintiff's Flagstaff, Arizona business location (the “FlHidstter”) revealedhat
thestructural frame was unsound due to welding failures. (Dkt. No. 20 at 3, 38&a1)ff
demanded that Defendant send a representative to inspé&tagiseaff baler, prduce a detailed
report of how the incident could have occurred, remove and disptse lodler, and reimburse
Plaintiff for the purchase and installation of a replacement bédelat(34—35.) Plaintiff also
demanded that Defendant inspect all other balers it had installed in Plainti#'s ato
Defendant’s expense apdoduce a report on their stability andetg. (d.) On December 1,
2017,Plaintiff sent Defendant a letter titled “Second Notice of Defect and Potential @la
Indemnity: Second Demand for Inspection,” which set forthatleged facts regarding the
failure of the Flagstaff balestated thathe failure put Plaintiff's employees at risk of harm, ar
reiterated Plaintiff's demands for reports on the failures of the Mt. Vernondradehe Flagstaf
baler. (d. at 41-42.)

Defendant did not providelaintiff with reports on the Mt. Vernon baler and Flagstaff
baler’s failures(ld. at 3.¥ Plaintiff eventually removedll of Defendant’s balers from Plaintiff’
storesafter Defendant did not provide the desired reports or perform inspect the other balg
Plaintiff had purchasedld.) On January 17, 2018, Plaintiff's counsel sent Defendant a lette
reiterating Plaintiff's prior demands and formally requesting that a litigattohlie placed on
material related to the Mt. Vernon and Flagstaff balédsaf 44—-46.)

Defendant prepared a summaryitefinspection of the Mt. Vernon baler in October or
November 2017, which it shared with its counsel. (Dkt. No. 21 at 20-22.) Defendant did n

share its summanyith Plaintiff until Plaintiff brought this lawsuit. (Dkt. Nos. 20 at 4, 21 at 2(

2 Defendant has acknowledged that its conclusions about the Mt. Vernon baler sho
have been sent to Plaintiff but were not. (Dkt. No. 21 all71§-Defendant states that its failure
to provide a report on the Mt. Vernon baler’s failure to Plaintiff was unintentionia, as
employee responsible for sending the report was diagnosed with eamged the time he was
supposed to send the report and passed away shortly theréaftar27—28; Dkt. Nos. 22 at 5,
23-2 at 22-23.)
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22.)Defendat also did not notify Plaintiff that another of Defendant’s balers had suffered g

similar failure in 2017until Defendant’s Rule 30(b)(6) deposition. (Dkt. Nos. 20 at 4, 21 &t 7|.

addition, although Defendant’s Rule 30(b)(6) deponent state®#iahcint sehthe Mt.
Vernon baler to be scrapped in December 2017, Defendant’s responses to Plaintiff's

interrogatories indicate that it was picked up for scrapping in January or eP@l8. (d. at

19, 40, 61.) Defendant did not notify Plaintiff that the Mt. Vernon baler had been scrdgped,

at 29.)

In September 2018, Plaintiff brought suit against Defendant in state albeging a
variety of Washington state law clairagsing fromDefendant’s allegedly dangerous and
defective balers(See generall{pkt. No. 1-2.) Pursuant to Washington Superior Court Civil R
44.1,Plaintiff's complaint notified Defetiant “of its intent to recover punitive damages in
accordance with Minnesota Lawld( at 17.) On October 4, 2019, Defendant removed the c{
to thisCourt. (Dkt. No. 1.Plaintiff now seeks leave to amend its complaint to assgdim for
punitive damages pursuant to Minnesota law. (Dkt. No. 19.) Defendant moves for partial
summary judgment dismissijaintiff's proposed clainfior punitive damages. (Dkt. No. 22.)
. DISCUSSION

A. Motion to Amend Legal Standard

Typically, a court will freely grant leave to amend a complaint in the absénceloe
delay, bad faith, repeated failure to cure deficiencies by amendments pisegitovged, undue
prejudice to the opposing party, futility of the amendmenSeeFed. R. Civ. P15(a)(2);
Foman v. Davis371 U.S. 178, 182 (1962). The Court has discretion to grant or deny a req
amend, but must provide justification when it denies a regkestan 371 U.S. at 182Absent
prejudice, or a strong showing of any of the remaining . . . factors, thereaegigsumption
under Rule 15(a) in favor of granting leave to ameB&thinence Capital, LLC v. Aspeon, Inc.
316 F.3d 1048, 1052 (9th Cir. 2003).
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B. Choiceof Law

The parties dispute whether Washington or Minnesota law applies to Pijpriposed
claim for punitive damagesSéeDkt. Nos. 19 at 10-13, 22 at 6-10, 26 at 5.) “In resolving
conflict of law tort questions, Washington has abandoned tHedegelicti ruleand followsthe
Restatement (Second) of Conflict of Laws’ most significant relationship &sgh v. Edwards
Lifesciences Corp210 P.3d 337, 340 (Wash. Ct. App. 2009) (alterations remgetidy
Johnson v. Spider Staging Carp55 P.2d 997, 1000 (Wash. 19)/é) determining which
jurisdiction has the most significant relationstile Court considerga) the place where the
injury occurred(b) the place where the conduct causing the injury occufcithe domicile,
residene, nationality, place of incorporation and place of business of the partiggl) dmel
place where the relationship, if any, between the parties is cehtiete@iting Johnson 555
P.2d 997 at 1000)f the contacts of each jurisdiction are balancedCibnart “evaluate[s] the
public policies and governmental interests of the concerned stiategt’341 (citinglohnson
555 P.2d 997 at 1001-02). “Washington courts have held that these same choice of law
principles apply to the issue of punitive damsdld. at 341(examiningkammerer v. W. Gear
Corp, 635 P.2d 708 (Wash. 198Barr v. Interbay Citizens Bank of Tampa, Fi&35 P.2d 441
(Wash. 1981)

Plaintiff's allegedinjuries arguably occurred in Plaintiff's business locations that use
Defendant’s balers, with trealient injury—the failure of the Mt. Vernon baler—having
occurred in WashingtonSge Dkt. No. 12 at 45.) Similarly, the contracts between the partieg
were generally performed outside of Minnesota, as the balers sold by DefenBkntiff were
installed in Plaintiff’'s storethroughout the United StateSege idat 4.) But the alleged conduc
underlying the injuries—including the design, manufacture, and sdiefedtivebalers without
adeqate instructions or warningsoccurred in Minnesota and form the crux of Plaintiff's
complaint against DefendanSde generall{pkt. No. 1-2.) Furtheralthough Plaintiff's principal
place of business is in Washington, Defendant, the alleged bad actu@ginsaits principal
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place of business in Minnesot#d.(at 1.) Thus, the balance of contacts indicate that Minnes
has the most significant relationship to Plaintiff's claim for punitive dam&g=Singh 210
P.3d at 340-4IMoreover, even if the contacts were balanced between Minnesota and
Washington, Minnesota has strong public policy and governmental interests in enfisrcin
punitive damages rules against those whose conduct within its boreets the imposition of
such sanctions, ereadVashington does not have a readllgeernablenterest in protecting
such entitiesSeeKammerey 635 P.2d at 712. Therefore, the Court finds that Minnesota law]
applies to Plaintiff's claim for punitive damag&ee Singh210 P.3d at 340-41.

C. Proposed Amendment

Under Minnesota law, “[p]unitive damages shall be allowed in civil actions only upo
clear and convincing evidence that the acts of the defendant show deliberg@rdisyethe

rights or safety of othersMinn. Stat. § 549.2@).

(b) A defendant has acted with deliberate disregard for the rights or shfehers

if the defendant has knowledge of facts or intentionally disregards facts¢hsst

a high probability of injury to the rights or safety of others and:

(1) deliberately proceeds to act in conscious or intentional disregard of the high
degree of probability of injury to the rights or safety of others; or

(2) deliberately proceeds to act with indifference to the high probabilityjurdy

to the rights osafety of others.

Minn. Stat. § 549.20(b)(1§2). To constitutedeliberate disregard, the party must act “with
malicious, willful, or reckless disregard for the rights of othdfsgeland v. Fin. Recovery
Servs., InG.790 F. Supp. 2d 991, 994 (D. Minn. 2011) (quotagniral Merchs.Motor Freight,
Inc. v. O’Connor & Hannan494 N.W.2d 261, 268 (Minn. 1992Fvidence is clear and
convincing where it “is sufficient to permit the Jury to conclude that it is ‘highdpable’ that
the defendant acted with deliberate disregard to the rights and safetgnstdth at 995
(quotingOlson v. Snap Prod., In29 F. Supp. 2d 1027, 1036 (D. Minn. 1998)

Under Minnesota law, a party must not seek punitive damages in its initial camplair
rather, the party mushove to amend its complaint to assert a claim for punitive danmisigas.

Stat. § 549.191The plaintiff must state the applicable legal basis for the punitive damages
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accompany the motion by one or more affidavits establishing the factimfdratbe claim.id.
“[1]f the court finds prima facie evidence in support of the motion, the court slaait tre

moving party permission to amend the pleadings to claim punitive damédyddrider the

statute, prima facie evidents that evidence which, if unrebutted, would support a judgment in

that party’s favor.Freeland 790 F. Supp. 2d at 994 (quoti@dson 29 F. Supp. 2dt1034)3
“Claims for punitive damages brought in federal court that are premis¢at®hasv causesf
action must conform to the requirements of Minn. Stat. 88 549.191 and 549.20 (2008).”
Freeland 790 F. Supp. 2dt994.

Under Minnesota law, “punitive damages are not recoverable under a strict produci
liability theory for property damage . . .Eisert v. Greenberg Roofing & Sheet Metal (314
N.W.2d 226, 228 (Minn. 1982 Eisert the Minnesota Supreme Coudted that “[w]here the
injury is limited to property damage, the public interagtunishment and deterrence is largely
satisfied by he plaintiff's recoveryf compensatory damagésd. at 229. The Minnesota
Supreme Coutater heldthata party mayot seek punitive damagesamroduct liabilityaction
where the only damage is to propefge Indep. Sch. Dist. No. 622 v. Keene Céifil N.W.2d
728, 732 (Minn. 1994). Subsequently, the Minnesota Supreme Satetl that, “Whildisert
andKeenereflect an intent to control escalating lawsuits and awards in product liabtlitpsic
where the only damage is to property, other claims of property damage may biegribtexigh
an award of punitive damagesfid therefore held thé plaintiff mayseek punitive damages i
an action for intentional damage to property where the only damage is to propegsgt sutie

limitations of section 549.20Jensen v. Walst623 N.W.2d 247, 251 (Minn. 2001). The

3 Defendant asserts that Plaintiff's proposed punitive damages amendmectidupally
defective because Plaintdfserted its claim for punitive damages in its complédit. No. 22
at 1, 11.) Plaintiff's complaint gave Defendant notice of Plaintiff's inteneéi punitive
damages under Minnesota law, pursuant to Washington Superior Court Civil Rule 44.1. ([
No. 1-2 at 17.) The Court declines to find that Plaintiff's provision of notice to Defendant
pursuant to Washington Superior Court Civil Rule 44.1 renders its proposed amendment
procedurally defectivender Minn. Stat. § 549.191.
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Minnesota Supreme Court noted that, “To theet thatKeenecan be construed to bar punitiv

11%

damages in an action for intentional damage to property where the only damage is tg,ptoper
is overruled.”See idat 251 n.4TheMinnesota Supreme Court did not overrigeprior holding
in Eisert See idat250-52.

In support of its proposed punitive damages cl&aintiff asserts thdbefendant placed
its dangerous andefective balers into the stream of commerce without properly inspectimg fthe
or knowingly sold defective balets Plaintiffand others. (Dkt. No. 19 &®; seealsoid. at 38)
(Plaintiff's proposed amended complairR)aintiff further alleges thdbefendant intentionally
withheld information abouhe manufacturing defest its balers from Plaintiff.I{l. at 12—13,
38.) Thusthe bases dPlaintiff's claim forpunitive damages sound pmoduct liability law (See
id.; see alsdkt. No. 12 at1.) But Plaintiff has not identified a personal injanysing from
Defendant'sallegedly dangerous and defective produ@se(generall¥pkt. No. 1-2;see also
Dkt. Nos. 19 at 2, 20 at 2Fisert 314 N.W.2dat 228. And Plaintiff has nattherwise
establishedby clear and convincing evidence tivsfendant intentionally damaged Plaintiff's
property. SeegenerallyDkt. No. 1-2;see alsoDkt. No. 19 at 11-13, 38Jensen623 N.W.2d at
251. Therefore, Plaintiff has not established a legal or factual bmsiecovery of punitive
damages under Minnesota law based on Defendant’s allegedly defectivedaslglian. Stat. §
549.191 and Plaintiff’'s motion tamend its complaint to agdclaim for punitive damages is
futile. SeeFed. R. Civ. P15(a)(2);Foman 371 U.S. at 182.

1.  CONCLUSION

For the foregoing reasons, Plaintiff's motion to amend its complaint to add a cfaim fo
punitive damages (Dkt. No. 19) is DENIED. Defendant’s crassion for partial summary
judgment on Plaintiff's claim for punitive damages (Dkt. No. 22) is DENIED as moot.

I

I
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ORDER

DATED this 30th day of July 2019.
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John C. Coughenour
UNITED STATES DISTRICT JUDGE




