Homesite Insurgnce Company of the Midwest et al v. Gree Electric Appliances, Inc. of Zhuhai et al
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United States

Bistrict Court

Central DBistrict of California

HOMESITE INSURANCE COMPANY
OF THE MIDWEST; AMERICAN
STRATEGIC INSURANCE
CORPORATION; MILBANK
INSURANCE COMPANY; and
MERIDIAN SECURITY INSURANCE
COMPANY; on their own behalves and
behalf of all other similarly situated
insurance companies which underwrite

property insurance coverage in the Unit
States,
Plaintiffs,
V.

GREE USA, INC.; GREE ELECTRIC
APPLIANCES, INC. OF ZHUHAI,
HONG KONG GREE ELECTICAL
APPLIANCE SALES, LTD.; and MJC,
AMERICA, LTD.,

Defendants.

Case No. 2:16-cv-06769-ODW-JC

ORDER DENYING DEFENDANTS’
MOTION TO DISMISS [34]
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l. INTRODUCTION

Before the Court is Defendants Gree US4G., Gree Electric Appliances, Ing.

of Zhuhai, and Hong Kong Gree Electric Aipgpce Sales, Ltd.’s (collectively fo
purposes of this Order, “Defendants”) Mwtito Dismiss pursuant to Federal Rules
Civil Procedure 12(b)(1) and 12(b)(6). GE No. 34.) For the reasons discuss
below, the CourDENIES Defendants’ Motior.
. FACTUAL BACKGROUND
This case is a putative class action Igftuby Plaintiffs Homesite Insurang
Company of the Midwest, American S#gic Insurance Corporation, Meridig
Security Insurance Company, and Mifik Insurance Company (collectivel
“Plaintiffs”), on their own behalves and dmehalf of all other similarly situate

insurance companies which underwrite propensurance coverage in the Unite

States. Plaintiffs allege that Defendaalisplayed various roles in manufacturing a

distributing defective dehumidifiers thaaused house fires throughout the Unit

States. (First Am. Compl. (“FAC”) 11 36-5BCF No. 30.) Plaintiffs allege tha
those dehumidifiers were aalled on Septembek2, 2013, as serious fire hazafd
(1d. 1 70.)

Plaintiffs state that insured victims thfe dehumidifier fires filed claims relate
to the fires after suffering property damagdd. | 92, 101, 110, 119, 128, 137
Plaintiffs allege that because they incuregjustment and claimxpenses which the}
would not otherwise have incurred as a reetilthe fires, they are subrogated to t
claims of their insureds and are entittedecover damages from DefendantSed id.
19 93-94, 102-104, 111-11®80-122, 129-131, 13840.) Plaintiffs assert cause
of action for declaratory relief, negligenagolation of CLRA, California Civil Code
88 1750et seq, violation of California Busings and Professional Code 88 1721C

! After carefully consideng the papers filed in support of and in opposition to the Motion, the C
deems the matter appropriate fl@cision without oral argument. Fed. R. Civ. P. 78; L.R. 7-15.

2 The number of overheating events and fires causéuesg dehumidifiers is alleged to be at leas
in the range of several hundreeg idf{ 75-76.)
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seq, and strict product liability. SeeFAC.)
Defendants base their Motion to Dis®ion two separate grounds: fir
thatPlaintiffs do not have standing &ssert their causes of action on their o

behalves or behalf of unnamplintiffs; and second, th&laintiffs’ various causes of
action do not state cognizable claiomon which relief can be grantedSee generally

Mot.)
[ll. LEGAL STANDARD
Federal Rule 12(b)(1) allows a party taise the defense of subject mat
jurisdiction in a Motion to Dismiss. “[Hlose who seek to invoke the jurisdiction
the federal courts must sdyighe threshhold requirememhposed by Article Il of

the Constitution by alleging an aell case or controversy.City of Los Angeles v,

Lyons 461 U.S. 95, 101 (1983). tiale Il restricts the federal “judicial power” to th
resolution of “Cases” and ‘@troversies,” and this cage-controversy requiremen
is met where the plaintiff has s@ing to bring his or her suitLujan v. Defenders o
Wildlife, 504 U.S. 555, 559-60 (1992%ee alsoCetacean Cmty. v. BusB86 F.3d

1169, 1174 (9th Cir. 2004). To satisfy Artidlé standing, a plaintiff must show that

(1) he has suffered an “injury in fact” thatconcrete and partitarized and actual o
imminent, not conjectural or hypothetical;) (ve injury is faily traceable to the
challenged actions of the féadant; and (3) it is likely, as opposed to mer
speculative, that the injury will beedressed by a favorable decisioBernhardt v.
Cnty. of L.A. 279 F.3d 862, 868—69 (9th Cir. 2002) (citiagends of the Earth, Inc
v. Laidlaw Envtl. Servs., Inc528 U.S. 167, 180-812Q00)). If a plaintiff fails to
show that he has standing, his case should be dismiSsed.yons461 U.S. at 101.

In addition, a court may dismiss a comptgursuant to Federal Rule of Civi
Procedure 12(b)(6) for lack of a cognizablgdetheory or insufficient facts pleaded

to support an otherwiseognizable legal theoryBalistreri v. Pacifica Police Dep;t
901 F.2d 696, 699 (9th Cir. 1990). To survavenotion to dismissa complaint neec
only satisfy the minimal notice pleadingqrerements of Rule 8(a)(2)—a short a
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plain statement of the clainPorter v. Jones319 F.3d 483, 494 (9th Cir. 2003). TI
factual “allegations must benough to raise a right t@lief above the speculativ
level.” Bell Atl. Corp. v. Twomb|y550 U.S. 544, 555 (2007). That is, the compla
must “contain sufficient factlianatter, accepted as true,dtate a claim to relief tha
Is plausible on its face.Ashcroft v. Igbgl556 U.S. 662, 678 (2009).

The determination whether a complaintifees the plausibility standard is

“context-specific task that requires theviesing court to draw on its judicial

experience and common senseld. at 679. A court is geerally limited to the
pleadings and must construk “factual allegations set fdntin the complaint . . . a
true and . . . in the light most favorable” to the plaintifee v. City of L.A.250 F.3d
668, 688 (9th Cir. 2001). But a court neeat blindly accept conclusory allegation
unwarranted deductions of facdnd unreasonable inferenceSprewell v. Golden
State Warriors266 F.3d 979, 988 (9th Cir. 2001).

IV. DISCUSSION

The Court finds that Defendants’ argents fail under both Rules 12(b)(1) a
12(b)(6).

A. Rule12(b)(1)

Defendants advance two theories asvtty Plaintiffs do not have standing
this action. First, Defendés argue that Plaintiffs’ claims improperly seek rel
beyond the amount of insurance proceeds actually paid. (Mot.
Defendants suggest that this is a deficiemcyhe “injury in fact” requirement fol
Article 11l standing. See Bernhardt279 F.3d at 868—69. Because Plaintiffs seek
only recovery of the insurance proceeds also declaratory and injunctive relie
punitive damages, attorneys’ fees and £oahd other damageBefendants point tc
case law stating that a subrogating masice company is entitled only to loss
actually paid by the insureiSee, e.gPac. Gas & ElecCo. v. Sup. Ct.144 Cal. App.
4th 19, 24 (2006)Chandler v. State Farmut. Auto. Ins. C9.596 F. Supp. 2d 1314
1320-21 (C.D. Cal. 2008).
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However, Defendants cherry-pick the portiarighe cases they cite; the rule|i

not so limited. In reality, when an insuibrogates the rights tfe insured, it step!
into the shoes of the insured and can thersk damages and relief beyond simply
amount the insurer paid outSee Public Serv. Mut. Ins. Co. v. Liberty Surplus
Co, 51 F. Supp. 3d 937, 950-8.D. Cal. 2014) (holding that a carrier that steps i
the insured’s shoes has an equitable righary claim the insured might have hag
Thus, Defendants’ argumeistmisleading and fails.
Second, Defendants argue that theapwe (and as of now, unnamed) clg
members do not have standing because hiasg only “inchoate claims and have

sustained injury-in-fact.” (Mot. 7.) Here, too, Defendds misunderstand and

misrepresent the law. As Plaintiffs cectly point out, a standing inquiry assess
only the standing of the named class representatives. (Opp'n 5, ECF Nge8!
Manuel De Jesus v. Joseph M. Arpai84 F.3d 1256, 1261 (9th Cir. 2015) (“once t{
named plaintiff demonstrates her individisahnding to bring a claim, the standil
inquiry is concluded”);Ries v. Ariz. Beverages USA LLZ87 F.R.D. 523, 535-3

(N.D. Cal. 2012) (“it is improper for theourt to analyze unnamed class membg

Article 11l standing where defendants do msoiccessfully challenge the putative clg

representative’s standing” (internaluajation marks and brackets omitted)).

Defendants have not done bkere, and as such, the Court rejects their argum
regarding standing in this action.
B. Rule12(b)(6)

In support of a Rule 12(b)(6) dismiss®efendants arguéhat their alleged
actions are not sufficiently tied to Califoansuch that California’s Unfair Competitio
Law (“UCL") and Consumerd.egal Remedies Act (“CLRA”) are unavailable
causes of action. (Mot. 9pefendants point to case latating that the UCL and th
CLRA do not apply to actions occurring outside of California that injure 1

UJ

the
ns.
Nnto

SS

ot

5ES

b);
he

n

e
non-




© 00 N o o b~ w N P

N N RN N DN DN N NDNN R P RBP RB R R R R R R
0o N o OO » W N PP O © 0 N~ o 0o W N B O

residents. See Ice Cream Dist. of Evansville, LuCDreyer’s Grand Ice Cream, Inc

No. C-09-5815 CW, 2010 WL 3619884 (N.D. C&kpt. 10, 2010) (referring to the

UCL); Ehret v. Uber Techs., Inc68 F. Supp. 3d 1121, 1130 (N.D. Cal. 2014)

(referring to both the UCL and the CLRA).

Defendants concede that there is an exorpb the rule against extraterritori
application of the UCL and the CLRA: wigethe plaintiff can make a showing th
the conduct giving rise to liability tk place in California. (Mot. 9—10Bernstein v.

Virgin Am. Inc, No. 15-v-2277-JST, 2017 WL 57307,*@t(N.D. Cal. Jan. 5, 2017).

But according to Defendants, the only relevant conduct occurring in California is
USA's alleged incorporation within the state. (Mot. 10.)

Defendants bizarrely and brazenly igaacmumerous allegations of Californis
based conduct in PlaintiffsFAC. To name only aew alleged instances g
Defendants’ conduct in California, Plaffs claim that: Déendant Gree Ching
approached Defendant MJC in California faurposes of using MJC’s brand as
entry way into the US retail applianamarket; Gree China sent employees

California to meet with M3; Gree China and Gree Hong i{psold at least 421,000

dehumidifiers to MJC in California so that MJC could distribute them to othel
retailers; employees of Gree China travaiedCalifornia to convince Gree USA ar
MJC not to report the dehumidifier firesy 2012, MJC and Gree USA'’s decisio
about whether to place a sales hold on theudedifiers took place in California; an
in 2013, the companies made their decisiorCalifornia to release the sales ho
(SeeFAC 11 16, 17, 19, 79, 80, 66—69.) ImsuPlaintiffs allege that the entin
network of the dehumidifier sales amtcision making in # US was based il
California, which Defendants fail to evewldaess in their Motion. Therefore, t

Court finds no lack of California-basedruct giving rise to claims under the UQ

and CLRA.

? Plaintiffs allege dehumidifier fires that took péain Georgia, Wisconsin, Indiana, and Minnesot;
(SeeFAC 11 81-116.)
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Defendants’ other argument smipport of dismissal is similar to their “injury i
fact” standing argument: that the Plaintifurers cannot subrogate the rights of th
insureds. (Mot. 9-11.) They can.

Defendants claim that under Califorrtavil Code § 1760, the CLRA applie
only to consumers, and thus, insurers canraté stlaims for its violation. (Mot. 11,

eir

R

Defendants do not cite any law for thioposition, other than cases holding that a

plaintiff's reliance on an algedly misleading statement &snecessary element of
CLRA claim. See Caro v. Procter & Gamble Cd.8 Cal. App. 4th 644, 668 (1993
Dorsey v. Rockhard Labs., LI.8Blo. CV 13-07557 DDP RzZX, 2014 WL 4678969,
*2 (C.D. Cal. Sept. 19, 2014). Based Defendants’ logic, because tp&aintiff's
reliance on a misleading statement is a necggdament of a CLRA claim, an insurg
can never fulfill that element.SéeMot. 11.)

This argument wholly ignores relevdatv on insurers’ rights to subrogat8ee

a

Allstate Ins. Co. v. Lqo46 Cal. App. 4th 1794, 1799 (1996) (“an insurer/subrogee

paying for a loss has the right to pursigeinsured’s rights and remediegainst the
third party causing the loss” (emphasis agdyledturther, CLRA rights are assignab
mooting Defendants’ argument that thetuat plaintiff must have relied on 3
misleading statemenSee Schauer v. Mandarin Gems of Cal.,,Ib25 Cal. App. 4th
949, 960 (2005).

This example is one of many ocaas on which Defendants misrepresen
and attempted to hide relevant law in bing the pending motion. As such, the Col
ORDERS Defendants Gree USA, Inc., Gree Electigpliances, Inc. of Zhuhai, an
Hong Kong Gree Electric Applnce Sales, Ltd. to show cause, in writing, no |g
thanJune 5, 2017 as to why the Court should nsénction them with a penalty d
$500 for misrepresenting the law as it persato insurer’'s rights to subrogate t
rights of insured$. See Moser v. Bret Harte Union High Sch. Di866 F. Supp. 24

* Specifically, counsel should address their reasansafsing the argument that insurers cannot s
into their insureds’ shoes for purposes of CL&&ms (Mot. 11), failing taite any law supporting
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944, 977 (E.D. Cal. 2005) (“Eadime a party submits a filing, the attorney person:
certifies the contents both as to reasonfditual investigation and legal research”).
V. CONCLUSION

For the foregoing reasons, the CODENIES Defendants’ Motion to Dismiss.

(ECF No. 34.)

IT IS SO ORDERED.
May 24, 2017

Gea i
OTIS D. WRIGHT, Il
UNITED STATES DISTRICT JUDGE

that argument, and ignoring prevagdilaw to the contrary such Afistate Ins. Co. v. Lqal6 Cal.
App. 4th 1794, 1799 (1996).
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