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8 UNITED STATES DISTRICT COURT

9 FOR THE EASTERN DISTRICT OF CALIFORNIA
10
11 GOOSE POND AG, INC., No. 2:19-cv-02631-KIJM-DB
12 Plaintiff,
13 V. ORDER
14 DUARTE NURSERY, INC. et al.,
15 Defendants.
16
17 Defendants Duarte Nursery, Inc., JaiDearte and John Duar{eollectively, the
18 | “Duarte parties” or “[iarte”) move to disnss plaintiff Goose Pondd Inc.’s (“Goose Pond”)
19 | complaint for failure tgoin an indispensable party. MpPECF No. 18. Plaintiff opposes the
20 | motion. Opp'n, ECF No. 20. Defendants repli€&eply, ECF No. 27. Tdcourt submitted the
21 | motion without oral argument. Having carefulgviewed the moving papeand the applicable
22 || law, the court DENIES the motion.
23 l. BACKGROUND
24 This case arises from Goose Pond’s pase of approximately 1,505 acres of real
25 | property in Tehama County, Califean(the “Tehama property”) frortihe Duarte parties. First
26 | Am. Compl. ("FAC”) 1 1, ECF No. 16. John Dtmacontacted Goose Pond’s agent, Farmland
27 | Management Services (“Farmlandt),ask if Farmland or any of its clients were interested in
28 | buying the propertyld. § 2. Goose Pond was interested inchasing the propertand its agents
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informed the defendants it intended to depdhe property into a walnut orcharttl. § 3. Upon

this purchase and developmdarmland would act as Goose Panl#ssee in running the walnut

orchard.ld. § 58. Goose Pond alleges the defendamsy the property codinot be developed

for use as an orchard because there were sengérnal pools and wetlands on the property and

that the property was located in an area dshas habitat for pretted species under the
Endangered Species Add. { 3. Defendants allegedly disclds® Goose Pond only that therg
were approximately 40 acres of tlemds or other landsirisdictional to the waters of the United
States on the property, leaving theneender suitable for development. However, Goose
Pond alleges defendants knewsbould have known significantiyiore of the property had
jurisdictional wetlands and endangered species hap#taconcealed and failed to disclose the

true facts to them prior to the sale’s closirg. 17 3—4.

Following Goose Pond’s purchase of pheperty, the United States Government

brought a civil enforcement #aen against Goose Pond and&and for Clean Water Act
violations. Id. { 5;see alsdJnited States of America Roger J. LaPant Jr. et a(hereinafter
“LaPant”), No. 2:16-cv-01498-KJM-DB. TheLaPantaction alleged Goose Pond and Farmig
operated earthmoving equipmentidreavy machinery so asdscharge pollutants into the
waters of the United States without a permiaPantCompl. 1 112-123,aPantECF No. 1.
The government also named as de#mnts the owner of the propepsior to the Duarte parties’
ownership, Roger J. LaPant, &md his company J & J FarmSee generally idIn exchange fol
dismissal from théaPantcase, Goose Pond and Farmlandreatéto a consent decree, whicl
makes them jointly and severally liable #ototal of $5.3 million ircivil penalties and
remediation costs. Ordépproving Consent Decree atlZaPantECF No. 105. The consent
decree also enjoins them, their successorsraidassigns from usirgpproximately 616 acres
of the property, which they musttseside as a conservation reserice.

Goose Pond's first cause of actiorihis case alleges the Duarte defendants

breached the express terms of the purchaseacbr@ind the common law duty to disclose whe

1 The court takes judicial notice thife docket in the related caselaPantfor purposes of this
motion.
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they failed to provide various eimonmental assessments mateteaihe sale. FAC § 70. As a

result of defendants’ failure to disclose, GoBsad faced damages from the inability to develop

the property as a walnut orclkdor investment purposes, rétsug in lost profits and other
expenditures. FAC | 73. The complaint also alleges, as a proximdteféise breach, Goose
Pond and Farmland unknowingly continued wéiming and developmeactivities, which
became the basis of thePantcase. FAC  74. Plaintiftsharacterize Goose Pond and

Farmland’s entry into theaPantconsent decree as an effrtmitigate their damagesd.

Goose Pond alleges the same facts underpinrgrsg@ond cause of action, breach of the implied

covenant of good faith andifalealing, FAC 19 82-85, and ttierd claim for fraudulent
inducement, FAC {1 97-98, causingpstantially the samgamage. Goose Pond also brings a
fourth claim for unjust enrichmentvhich does not specify the pree nature of the damages.
FAC 11 100-102.

Farmland is not a party to the actidBecause it is a California corporation,
Farmland’s joinder would destroy divegsitGoose Pond and Farmland Answer JLERant
ECF No. 19 (“Defendants admit tHéarmland Manageme®ervices is a corporation registere
in the State of California[.]”).Defendants assert that because the operative complaint alleg

Farmland has been damaged along with Goosel By the same predicate acts, Farmland is

necessary party to the action; because their joiasl@ plaintiff would destroy diversity, they ar

an indispensable party. They ardghe court must therefore dismib® action for failure to join
necessary party under Federal Rafi€ivil Procedure 12(b)(7).
Il LEGAL STANDARD

Defendants may move to dismiss a conmplr plaintiff's failure to join a party
required under Federal Rule ofZiProcedure 19. Fed. R. Civ. P. 12(b)(7). Under Rule 19,

absent party must be joined if:

(A)in that person’s absencehe court cannot afford
complete relief among existing parties; or

(B) that person claims an interest relating to the subject of

the action and is so situatdtat disposingf the action
in the person’s absence may:
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i. as a practical matter impair or impede the
person’s ability to pract the interest; or

li. leave an existing partyubject to a substantial

risk of incurring doublemultiple, or otherwise
inconsistent obligationsdezause of the interest.

Fed. R. Civ. P. 19(a)(1). Thewrt must perform a three-step arsid to determia if a party is
required to be joined under Rule 18.E.O.C. v. Peabody W. Coal C400 F.3d 774, 779 (9th
Cir. 2005). The three steps of tinquiry are: (1) is th absent party required to be joined if
feasible under Rule 19(a) (i.e., aassary party); (2) if so, is it feasible to order that the abse€
party be joined; and (3) if joinder is not feasjlian the case proceed without the absent part
is the absent party indigpsable such that the axtimust be dismissed?ennar Mare Island,
LLC v. Steadfast Ins. Gdl39 F. Supp. 3d 1141, 1149-50 (E.D. Cal. 2015) (cBialg River
Project Agr. Imp. & Power Dist. v. Le672 F.3d 1176, 1179 (9th Cir. 2012)).

Even when a party has an interest mlttigation, that party may not be necess:
under Rule 19(a) if it is “adequatelgpresented” by a present par§alt River 672 F.3d at
1179. However, the absent party must be propetgre the court by beg subject to adequate
service and subject matter jurisdictioal. If joinder would destrogubject matter jurisdiction
because the parties would no longave complete diversity aftizenship, the exercise of
jurisdiction is not feasiblePeabody W. Coal Cp400 F.3d at 779.

If joinder is not feasible, the court sticonsider whether the action may proceg
among the existing parties in equity and good cemea. Fed. R. Civ. P. 19(b). Courts often
term a necessary party without whom the actiomld not equitably proceed “indispensable.”
Fed. R. Civ. P. 19 advisory committee’s natee also Peabody W. Coal C400 F.3d at 780.
Indispensable parties are thosentwnot only have an interesttime controversy, but an interest
of such a nature that a final decree cannot b#enaathout either afféog that interest, or
leaving the controversy in suehcondition that its final termitian may be wholly inconsistent
with equity and good consciencePeabody W. Coal Cp400 F.3d at 780 (quotirghields v.
Barrow, 58 U.S. 130, 139 (1854)).
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“The rule emphasizes practical comsences and its appditon depends on the
circumstances of each cas&.akeda v. Northwestern Nat. Life Ins. Ct65 F.2d 815, 819 (9th
Cir. 1985) (citations omitted). “Thequiry is a practical one anddiaspecific and is designed t
avoid the harsh results of rigid applicatioMakah Indian Tribe v. Verify910 F.2d 555, 558
(9th Cir. 1990) (internal citations omitted)The moving party has theurden of persuasion in
arguing for dismissal.ld. (citation omitted).

1. DISCUSSION

As discussed below, the court firfelrmland is a necesggparty, but not an

indispensable one.

A. Farmland is a Necessary Party

1. The Court Can Furnish Complete Relief Without Farmland

The court could provide completdieéto the partie without Farmland’s
presence. Fed. R. Civ. P. 19(a)(1)(A). The goasti whether complete relief is available is
“concerned with consummate rathikan partial or hollow relief &® those already parties, and
with precluding multiple lawsuiten the same causé action.” Northrop Corp. v. McDonnell
Douglas Corp,. 705 F.2d 1030, 1043 (9th Cir. 1983). “Thistpmr of the rule is concerned only
with relief as between the persaalseady parties, not as betweeparty and the absent person
whose joinder is sought.Eldredge v. Carpenters 46 N. Cal. Counties Joint Apprenticeship 3
Training Comm.662 F.2d 534, 537 (9th Cir. 1981) (intergabtation marks, citaons omitted).

Here, Goose Pond alleges various thesoairising from its deal with the Duarte
defendants, for breach of iterttract with the Duarte defendarand for misrepresentations ma
to it. It seeks to be made whole for dimioutin the value of its investment in the Tehama
property and for its cgs in settling théaPantaction. Nothing suggests Goose Pond would

receive incomplete relief on these claims in Farmland’s absence.

Defendants argue Farmland has clainzres them that are effectively the samg

&)

hnd

M~

that the failures to disclose also damaged Fardh who spent money “buying trees, working the

property, and, ultimately, paying dfie United States to satisfy the Consent Decree.” Mot. 3

Yet the possibility of Farmland’s claims wouldtroonstitute the “multiple lawsuits on the same
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cause of action,” which Rule 19 is intended toidywhile the transaction or occurrence is the
same, Farmland’s cause of action fordigenages, if it chooses taittg it, is discrete from Goose
Pond’s. Northrop Corp, 705 F.2d at 1043. By contrast, th@ance of multiple lawsuits as

applicable here is concerned with avoiding a@meal series of suits by an existing party, ea
providing only “partial or hollow” relief.ld. This scenario has arisénrequently where plaintiffs
are unable to obtain declaratomnydanjunctive relief against absqudrties and are thus unable |
obtain full redressSee, e.g., U.S. ex rel. MoronBand of Mission Indians v. Rgs#} F.3d 901,
907-08 (9th Cir. 1994). Because there appedrs t such risk to Goose Pond here, Farmla
is not a necessary party undiee “complete relief” testf Rule 19(a)(1)(A).

2. Farmland’s Interest Impairdsy Judgment in Its Absence?

Under Federal Rule of Civil Proag@ 19(a)(1)(B), an absent party may be
necessary if it claims a legalpyrotected interest in the subject matter of the action, and if
resolution in its absence would impair its interest as a practical mBagravendewa v. Salt
River Proj. Act. Imp. and Power Dis276 F.3d 1150, 1155 (9th Cir. 2002). “The interest mu
be more than a financial stake and nibign speculation about a future everntlakah Indian
Tribe, 910 F. 2d at 558 (citations omitted). @sose Pond’s lessee on the Tehama property,
Farmland has a legally protected interest in theevef its leasehold, arttius, the subject matte
of the action. If Goose Pond’s allegations awe tiFarmland’s purpose @ntering into the farm
lease was to put the land to wsea walnut orchard, yet the pragyewas largely unfit for that
purpose, resulting in wasted expense atithately a sizeable civil penalty in th@Pantaction.
Insofar as Farmland’s lease wasgticated on being able to wattke land as a walnut orchard,
Duarte’s alleged misrepresemnteis would have impaired itsterest in the leasehold.

There is a risk of prejudice to ansaht party’s legal intest where the absent
party could be collaterally estopp&dm relitigating the same issuefakeda 765 F.2d at 820—
21. The court need not engage in detailed thgiaals about collaterastoppel in future
litigation to find the possility of prejudice. Id. at 821 (citingAguilar v. Los Angeles Cty751
F.2d 1089, 1094 (9th Cir. 1985)). “[C]ollateralaggpel bars the relitigation of issues actually

adjudicated in previous litigation.Janjua v. Neufeld933 F.3d 1061, 1065 (9th Cir. 2019)
6
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(citation omitted). For issue gxlusion to apply, four conditiomsust exist: “(1) the issue at

stake was identical in both peedings; (2) the issue was actudiligated and decided in the

14

prior proceedings; (3) there was #l ind fair opportunity to litigte the issue; and (4) the issug
was necessary to decide the merit®yeniran v. Holder672 F. 3d 800, 806 (9th Cir. 2012). A
party not present in a prior actiomche collaterally estopped if it is privity with a party in the
earlier action.United States v. Bhati®45 F. 3d 757, 759 (9th Cir. 2008) (citibgited States v.
ITT Rayonier, InG.627 F.2d 996, 1000 (9th Cir. 1980)).

As lessor and lessee, Goose Pond anullgad are in privity. Furthermore, thejr
legal interests are, as defendanote, closely aligrk although the court can distinguish their
claims not arising from their joiriability for the consent decreeBecause any claims Farmlang
might have against defendantswid likely be predicated ongrsame misrepresentations Goose
Pond alleges, identical issues would be ay joh a hypothetical Farmland suit. AsTiakeda,
765 F.2d at 821, the court need not preciselyrdate what issues ithis suit could estop

Farmland in future litigation. Because issuesided against Goose Pormutd collaterally estoj

4

Farmland in a future litigation, there is a pod&ipbf prejudice from proceeding in Farmland’s
absenceld. Therefore, proceeding in Farmland’'s absence may as a pracéttal impair or
impede its ability to protedts interests.

3. Does Judgment Without FarmlandsRiMultiple or Inconsistent

Obligations?
If collateral estoppel would not ply in a hypothetical future action, the

possibility could arise of leaving defendants ‘jeahbto a substantialgk of incurring double,

O

multiple, or otherwise inconsistent obligations beseaof [Farmland’s] interest.” Fed. R. Civ. P.
19(a)(1)(B)(ii). If the court’'s determination @fentical issues in this case does not bind
Farmland, Farmland could conceivably obtain future relief inconsistentivaittesults here.

4. Farmland is a Necessary Party

For all the foregoing reasons, Farmland necessary party to the action. The
court now turns to whether tlagtion must be dismissed.

i
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B. Itis Not Feasible to Join Farmland

Joinder of a necessary party is natsible when joinder would destroy subject
matter jurisdiction. F& R. Civ. P. 19(a)(1ee also Peabody W. Coal C400 F. 3d at 779.
The court lacks subject matter jurisdiction $tate law claims where there is not complete
diversity of citizenship between the parti&8 U.S.C. 8 1332accord Owen Equipment &
Erection Co. v. Krogerd37 U.S. 365, 377 (1978).

Here, Farmland is, like the Duagarties, a citizen of CaliforniacSeeGoose Pond
and Farmland Answer § 1PaPantECF No. 19. Thus, joining Faland would destroy diversit
and render the court without subject majtieisdiction. Joindeis not feasible.

C. Farmland is Not Indispensable

Rule 19(b) instructs the court to igle four factors in determining whether

Farmland is indispensable: (1) préijce from the status quo; (2ktlextent to which any prejudi¢

could be lessened or avoid€d) whether a judgment rendened-armland’s absence would be

adequate; and (4) whether thaiptiff would have an adeqtearemedy if the action were

dismissed for nonjoindetWhite v. Univ. of California765 F.3d 1010, 1027-28 (9th Cir. 2014)).

These factors are not exclusitieey are “relevant considerations drawn from the experience
revealed in the decided casefed. R. Civ. P. 19(b) advispcommittee note (1966). The
decision should “be made in theHigof pragmatic considerationsd., and “its application
depends on the circumstances of each cakakeda 765 F.2d at 819 (citations omitted).

Duarte argues that because liability forlth&antconsent judgment is at issue,

this case is a common-fund type case, whereigieg is “inevitable” without necessary partieg.

Mot. at 11 (citingMakah Indian Tribe910 F.2d at 560). But as discussed abovd,dRant
consent judgment affectaly a portion of the case. Goose Ponelssior damage to its interest
the development of the property as well. Aaeery on that theoryould not detract from
Farmland’s ability to recover fats own separate damagetie value of its leasehold.
Furthermore, Goose Pond is correct that Duarte is not prejudiced by Farmland’s absence
Federal Rule of Civil Procedure 14(a) allolsarte to implead Farmland in a claim for
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contribution or indemnity Southwest Administrators, Inc. v. Rozay’s Transtéf F. 2d 769,
777 (9th Cir. 1986).

The same ability to implead also lessen avoids prejudiceThe Ninth Circuit
has joined other circuits in holding dismissal flure to join anndispensable party is
inappropriate where impleader undRule 14(a) is availableE.E.O.C. v. Peabody W. Coal Co,
610 F.3d 1070, 1086-87 (9th Cir. 201Bgébody lI).

Because Farmland and Goose Pond datenct causes aiction for different
damages, it is not clear how judgment for GoBend would be inadequate without Farmland
While Duarte asserts “accommodating this litigation to proceed in this Court requires splitt
this dispute up,” Mot. at 12, it isot accurate to say this is a simglispute. While the transactid
or occurrence is the same, theukting disputes are distinct.

While Farmland is plainly important toetltase, it is not indpensable, and any ¢
the ill effects Rule 19 is intended to avoid argigated or minimizedy the availability of
impleader under Rule 14.

V. CONCLUSION

For the foregoing reasons, Duarte’stimo to dismiss for failure to join an

indispensable party is DENIED. iBhorder resolves ECF No. 18.

The court sets a further scheduloampference on December 17, 2020 at 2:30 R.

The court ORDERS the parties to file an updaleint Status Report addressing the subjects

addressed in Eastern District Lb&ale 240(a), within twenty-on@1) days of this order.

NPt ls /

CHIEFJE@E?E]?I STATES DISTRICT JUDGE

IT IS SO ORDERED.
DATED: October 13, 2020.

ng

n

—



