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Limited v. United States Small Business Administration et al Doc.

WO
INTHE UNITED STATESDISTRICT COURT
FOR THE DISTRICT OF ARIZONA
Sales Force Won! Limite No. CV-17-04730-PHX-DLR
Plaintiff, ORDER
V.

Teixidor Enterprisedncorporated, Capital
Core Investments LLC, Eduardo Teixido
and Marta Teixidor,

=

Defendants.

Defendants Teixidor Enterprises Incorporated, Capital Core Investments LLC
Eduardo and Marta Teixidor move set aside an entry default against them. (Doc
23.) The issue is fully briefed(Docs. 24, 27, 28.) Also fwre the Court is Plaintiff's
motion for expedited consideration of the tman to set aside. (Doc. 30.) For th
following reasons, Defendés’ motion is denied and &htiff's motion is granted.
|. Background

On November 13, 2017, Plaintiff filewl complaint against Defendants, the Sm
Business Association (“SBA™and Wells Fargo National Bani.A. (“Wells Fargo”),
seeking to quiet title againstyacolaim those parties might assert on certain real props
that Plaintiff purchased at sale noticed by the Maricogaounty Sheriff's Office. On
February 20, 2018, Plaintiff selved its claim against the 8B (Docs. 12, 14.) As of

the date of this order, Wellzargo has not appeared in tmsitter, and Plaintiff's motion
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for entry of default judgment againsts currently pending. (Doc. 20.)

Defendants were served on Februd®, 2018, but failedo timely answer.

~—+

Accordingly, on March 6, 2018Plaintiff filed an application for an entry of defau
against Defendants. (Doc. 15.) The ClefkCourt entered detfdt against Defendants
the next day. (Doc. 18.) Defendantsny move to set aside that default.
II. Legal Standard

Federal Rule of Civil Procedure 55(d)oavs the Court to set aside an entry of

default for gooctause. When evaluating whether gaadises exists, the Court considers

three factors: (1) whether the party seekimget aside the default engaged in culpable
conduct that led to the delgu(2) whether the party had moeritorious defense; and (3
whether setting aside the defaultwa prejudice the other partyrranchise Holding II,
LLC v. Huntington Restaurants Grp., InB875 F.3d 922, 925-26 (9th Cir. 2004).
Because these factors are disjunctive, Yalfficient finding agaist the movant on any
one factor negates good caus&OC Fin. Ltd. P’ship v. N& City Commercial Capital
Corp., 612 F. Supp. 2d 1080, 8D (D. Ariz. 2009).
[11. Discussion

Defendants did not engage in culpalenduct leading to the default. A
defendant’s conduct is “culpabter purposes of the [good cause] factors where therg is
no explanation of the defaultaansistent with devious, de&bate, willful, or bad faith
failure to respond.” TCI Grp. Life Ins. Plan v. Knoebhbe?44 F.3d 691, 697 (9th Cir
2001),overruled on other grounds by Ebeff v. Egelhoff ex rel. Breingb32 U.S. 141
(2001). Nothing about Defendantsilure to timely answer gygests they acted willfully
or in bad faith.

After Defendants were served, they terdethe claim to theiinsurance carrier,

Farmers Insurance. On Mar6h2018, counsel for Farmersslimance contacted Plaintiff

to request two days to determine whethavould accept Defendants’ tender. Plain:rf
rejected this request. On March 7,180 Farmers Insurance assigned Defend

counsel. The next day, Defendants’ coumsgified Plaintiff's counsel of their retentior

nts
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and requested the entry of defalik set aside. Plaintiff esgted this request, as well.

Defendants have not indicatedhat coverage issue existaahy it took two days to
resolve or why an answer could not hdween filed before the coverage issue w
decided. Although the Court has not fouhdt Defendants engaged in culpable condd
their failure to file a timely answer knovgnthat Plaintiff was poised to seek a defal
judgment if they did not, is curious.

Nevertheless, Defendants have not shgaod cause for setting aside the defa

because they fail to offer a mterious defense. “All thats necessary to satisfy the

‘meritorious defense’ [factor] is to allege fadhat, if true, would constitute a defense,.

U.S. v. Signed Pers. Cheblo. 730 of Yubran S. Meslé15 F.3d 1085, 1095 (9th Cir
2010). Plaintiff brings a quiet title action, which seeks to determwhether Defendantg
actually have an interest in theal property that is adverseits own. A.R.S. § 12-1101.
Defendants offer a series of potential defensfisbut one of which relate to potentis
claims against the SBA and have no begamm the quiet title aain that Plaintiff has
brought. The only defense offered that redatethe quiet title aan is that “discovery
could showthat [Defendants] ha[ve] other rightsttee Property, for exapte, if Plaintiff
failed to properly perfect its lien.” (Doc. 2& 6.) But Defendants articulate no fac
that, if true, would show that Plaintiffailed to do so. Ahough the brden to
demonstrate a meritorious defense is “eatraordinarily heavy,” Defendants cannq
meet this burden withank speculation.TCI Grp, 244 F.3d at 700In the absence of a
reasonable, articulable basis for believing tRktintiff failed to perfect its lien or that
they have other rights to the property, Defants have not met their minimal burden.
Because Defendants fail to offer a nwious defense, the Court “need nc
consider . . . whether [P]laintifvould suffer prejudice if th [default] were set aside.’
Alan Neuman Prods., Inc. v. Albrigl&62 F.2d 1388, 139@®th Cir. 1988). Accordingly,
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IT ISORDERED that Plaintiff's motion teexpedite (Doc. 30) SGRANTED and
Defendants’ motion to setide the default (Doc. 23) BENIED.
Dated this 27th day of April, 2018.
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Douglias/.. Rayes C;_.)
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