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UNITED STATESDISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA

LANCE TULLER, CaseNo. 17-cv-05714-YGR
Plaintiff,
ORDER DENYING MOTION AND
VS. MAINTAINING STAY AGAINST NON-DEBTOR
DEFENDANTS

TINTRI, INC.,ET AL.,
Re: Dkt. No. 69

Defendants

Plaintiffs bring this putative class actiagainst defendants Tinttnc. (“Tintri” or
“Debtor”) and Ken Klein, lan Halifax, and &ran Harty (collectively, the “Individual
Defendants”), as well as variouaderwriters for alleged materiaisrepresentations related to
Tinri’s June 30, 2017 initial publicffering (the “IPO”) in violaion of federal securities laws.
(SeeDkt. No. 1;see alsdkt. No. 41 (“CA Compl.”).) On July 10, 2018, Tintri and the Individué
Defendants filed a Notice informing the Court thattri had filed a voluntary Chapter 11 petition
in the U.S. Bankruptcy Court for the DistrictiDélaware (the “Bankruptcy Action”). (Dkt. No.
67 (“Bankruptcy Notice”).) On July 12, 2018, tGeurt stayed the insht lawsuit pending
resolution of the Bankruptcy Action. (Dkt. No. 68.) Now before the Court is plaintiffs’ motion
for relief from the stay solely wh respect to the Non-DebtoréDkt. No. 69 (“Motion”).) Having
carefully reviewed the papers submitted, and ferrdasons set forth more fully below, the Court
DEeNIES plaintiffs’ motion for relief from the stay ih respect to their claims against the Non-

Debtors.

1 Underwriter defendants include: Morgamisiey & Co.; Merrill Lynch, Pierce, Fenner
& Smith Inc.; Pacific Crest Securities, a diaisiof KeyBlan Capital Mikets Inc.; Needham &
Co., LLC. (collectively, the “Underwriter Defendts”). The Underwriter Defendants and the
Individual Defendants are referred to cotleely herein as the “Non-Debtors.”

=

Dockets.Justia.c

DM


https://dockets.justia.com/docket/california/candce/4:2017cv05714/317888/
https://docs.justia.com/cases/federal/district-courts/california/candce/4:2017cv05714/317888/78/
https://dockets.justia.com/

United States District Court
Northern District of Califorra

© 00 N oo o b~ w N P

N N N N DN DN DN NN R R R R R R R R R
0o ~N o 00~ W N PP O © 00w ~N o o M W N B O

l. BACKGROUND

Plaintiff Tuller filed his complaint, individuly and on behalf of all others similarly
situated, on September 18, 2017 alleging that Tamtd the IndividuaDefendants engaged in
material misrepresentations redd to Tinri's June 30, 2017 IPO wplation of federal securities
laws. (Dkt. No. 1.) On October 6, 2017, the Gdssued an order relag this action to two
similar lawsuitsClayton v. Tintri, Inc. Case No. 17-cv-05683-YGR ahlirlybayev v. Tintri,
Inc., Case No. 17-cv-05684-CRB. (Dkt. No. 1Dn December 13, 2017, the Court granted the
motion of Henrick Tharring for appointment aadeplaintiff and approval of Glancy Prongay &
Murray LLP as lead counsel. (Dkt. No. 35.) BPebruary 2, 2018, leadahtiff Tharring filed a
consolidated class action complaint against Tittie Individual Defendasf and the Underwriter
Defendants for alleged material misrepresémmatregarding Tintri’'s June 30, 2017 IPO in
violation of federakecurities laws.SeeCA Compl.)

On March 30, 2018, defendants’ filed two tinas to dismiss, one by Tinri and the
Individual Defendants (colléiwely, “Tintri Defendants”) (DktNo. 51 (“Tintri MTD")) and
another by the Underwriter Defenda (Dkt. No. 54 (“UnderwriteMTD”)). These motions were
set for hearing on August 14, 2018. (Dkt. No. 6@ July 10, 2018, the TintDefendants filed a
Notice informing the Court that Tinri had filea voluntary Chapter 11 petition in the U.S.
Bankruptcy Court for the Digtt of Delaware (théBankruptcy Action”). SeeBankruptcy
Notice.) Subsequently, on July 12, 2018, the Cstasted the instantwasuit pending resolution
of the Bankruptcy Action. (Dkt. No. 68.) Shigrthereafter, on Julg0, 2018, lead plaintiff
Henrick Tharring filed a motion faelief from the stay solely with respect to plaintiffs’ claims

against the Non-Debtofs(Motion.)

2 The Court is unpersuaded by Non-Debtors argpnt that plaintiffs’ motion constitutes a
request that the Court reconsidlsrorder staying the instanttem. The Court routinely stays
actions automatically upon receipt of noticeadfankruptcy filing. Accordingly, the Court will
evaluate plaintiffs’ motion as one to liftéfautomatic stay as to the Non-Debtors.
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. DisCussiON

The automatic stay under Section 362(a)(1thefU.S. Bankruptcy Code may be limited t
debtor defendant(s) when speaatumstances are not preseB8eelngersoll-Rand Financial
Corp. v. Miller Min. Co., Inc817 F.2d 1424, 1427 (9th Cir. 1987) (“In the absence of special
circumstances, stays pursuant to section 3G2@l)imited to debtors and do not include non-
bankrupt co-defendants.”). Special circumstances arhere “there is such identity between the
debtor and the third-party defenda&mat the debtor may be saidte the real party defendant and
that a judgment against the thirdqyadefendant will in effect ba judgment or finding against the
debtor.” Duval v. GleasonNo. C-90-0242-DLJ, 1990 WL 261364, at *3 (N.D. Cal. Oct. 19,
1990)3

Here, plaintiffs’ complaint ddresses allegations of miswuct by all defendants without
much, if any, particularization as to the sffiediole played by each defendantSeg, e.g.CA
Compl. T 155 (“Defendants sold 8,572,000 sharepursuant to the Regjration Statement.”);
see alsad. 1 158 (“In the RegistratioBtatement, Defendants also misrepresented . . . ."); 1162
(“Further . . . Defendants misleadingly warned ingest . . .”). Stated differently, the complaint
does not attribute the basis oétalleged misconduct, material misrepresentations made in the
registration statement accompanyDgbtor Tintri’s IPO, to sgcific defendants or groups of

defendants such that one could parse betweleteamination as to the liability of the Non-

% Of the remaining opinionsteid by plaintiffs, none are persire as none relate to class
actions for alleged securities frau8leelngersoll-Rand Financial Corp817 F.2d at 1427
(finding that the automatic stay did not applyntm-debtor’s appeal ian action by creditor for
deficiency judgment)Morici v. Hashfast Techs. LL@o.: 5:14-cv-00087-EJD, 2014 WL
4983854, at *1 (N.D. Cal. Oct. 6, 201@)ranting motion tdift stay as to non-debtor defendant in
action for failure to timely delivery purchased goods}. Robinson Worldwide, Inc. v. Portola
Farm & Food Distributors, InG.No. SA-CV_1502073 CIJCQCEx), 2016 WL 8849023, at *1
(C.D. Cal. May 26, 2016) (same in action for viaatof regulations peaining to purchase and
sale of perishable agricultural goodarosta v. Valley Garlic, IncNo: 1:16-cv-01156-AWI
(EPG), 2017 WL 3641761, at *5 n.1 (E.D. Cal. Ag@d, 2017) (noting that proceedings against
non-debtor defendants continue in personal injury aeliteing from a car crashifed. Deposit
Ins. Corp. v. Appraisal Pac., IndNo. 14-cv-0079-H-BLM, 2014VL 12564365, at *1-2 (S.D.
Cal. Sept 17, 2014) (declining to apply stayém-debtor defendants action for breach of
contract);Teachers Ins. & Annuity Ass’n v. Butl&3 F.2d 61, 65 (2d Cir. 1986) (finding that
bankruptcy court improperly extead automatic stay to non-bankrygatrtners of debtor pursuant
to general equity powers under 11 U.S.C.ti8acl05 in Chapter 13 bankruptcy action, where
Section 362(a) does not apply).
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Debtors as compared to a determinatiotodhe liability of the Debtor Tintri.

There can be no determination as tolideility of the Indvidual Defendants or
Underwriter Defendants withoutr§t resolving whether Debtdiintri has made a material
misrepresentation in violation tie securities laws at issu&hus, any “judgment against the
[Non-Debtors] will in effect be a judgment or finding against [Debtor Tintririval, No. C-90-
0242-DLJ, 1990 WL 261364, at *3. Accordinglyapitiffs’ allegations present a special
circumstance under which the automatic stagien Section 362(a)(1) of the U.S. Bankruptcy
Code may apply to defendandther than the debtold.; see alsdngersoll-Rand Financial Corp.,
817 F.2d at 1427.

Moreover, a stay of the instaaction as it applies to Non-btrs is in the interest of
efficiency and will avoid relitigation of the issues presentgde Mediterranean Enters., Inc. v.
Ssangyong Corp708 F.2d 1458, 1465 (9th Cir. 1983) (holdthgt a “trial court may, with
propriety, find it efficient for its ow docket and the fairest course floe parties to enter a stay of
action before it, pending resolution of indadent proceedings which bear upon the case”)
(internal citation omitted)see alsdWVordtech Sys., Inc. v. Igeated network Solutions, Indvo.
2:04-cv-01971-MCE-EFB, 2012 WL 6049592, at *9 (E@al. Dec. 5, 2012) (discretionarily
staying action agaihsion-bankrupt co-defendawhere “a later trial of the claims against anothe
defendant could involve the reliaggon of most if not all of thissues litigated in the first
proceeding” or where “it would be mmefficient to stay the entire @s. . rather than to proceed
... on a piecemeal basis”) (internal citations omitted).

1. CONCLUSION

For the reasons disaed above, the CouDENIES plaintiffs’ motion for relief from the
stay with respect to their ctas against the Non-Debtors.

This Order terminates Docket Number 69.

T 1SS0 ORDERED.

Dated:; September 14, 20

ITED STATESDISTRICT COURT JUDGE
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