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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA
SAN JOSE DIVISION

Case No.: 09-CV-00396-LK
STATE FARM LIFE INSURANCE

COMPANY, ORDER GRANTING STATE FARM'S
MOTION FOR JUDGMENT IN
Plaintiff, INTERPLEADER AND GRANTING IN
V. PART AND DENYING IN PART STATE

FARM'S MOTION FOR ATTORNEYS’
JASON CAIl and THE ESTATE OF YING FEES AND COSTS

DENG, Deceased,

Defendants.
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Plaintiff State Farm Life Insurance Company filed this interpleader action to resolve
competing claims by Defendants Jason Cai and the Estate of Ying Deng (“the Estate”) to an
insurance policy. Before theoQrt is State Farm’s renewed tiam for entry of judgment and
award of costs and attorneys’ feddursuant to Local Civil Rulé-1(b), the Court concludes that
this motion is appropriate for determination weitih oral argument and accordingly VACATES the
hearing set for September 26, 2013, at 1:30 p.nvingaonsidered the pas’ submissions and
the relevant law, the Court GRANTS State Farrenewed motion for entry of judgment in

interpleader and GRANTS in paahd DENIES in part State Fasmimotion for attorneys’ fees.
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BACKGROUND

Plaintiff State Farm Life Ingance Company issued a poliaguring the life of Ying Deng
in the amount of $250,000. ECF No. 1 at § 6.eWissued, the policy named Defendant Jason
Cai, Ying Deng’s husband, as the primarpdfciary and did not name any successor
beneficiaries.ld. Ying Deng died on or about M&8, 2003, at which time $250,000 became du
and payable under the life insurance polity.at 1 7-8. State Farm alleges that it has at all tin
been ready, willing, and able to pay the insuranoeg®ds, but that it is unable to determine who
is legally entitled to the poeeds due to competing claims by Defendants Cai and the Bsitede.
11 9-10. The Estate claims that Cai felonioasigl intentionally kikd Ying Deng and that
California Probate Code § 252 therefore mandateghbkahsurance proceegdass to the Estate as
though Cai predeceased Ying Deng. ECF No. 23 &Y Cai denies the Estés allegations and
claims that he is entitled to the insuranceceeds as primary bdrgary of Ying Deng’s
insurance policy. ECF No. 12%2. State Farm has deposited the insurance proceeds plus
interest, in the amount of $303,908, 3vith the Clerk of the Cour ECF No. 1 at T 11.

State Farm, having no further interesthe action, moved under California law for
judgment in interpleader and award of attorneys’ fees adsts on April 6, 2010. ECF No. 28.
On August 2, 2010, the case was re-assigned fualgelFogel to the undggned judge, and the
motion was re-noticed on September 1, 2010. BGF0. Neither defendant filed an opposition
to this motion. On November 4, 2010, thisut denied the motioon the grounds that a
stakeholder’s discharge from a federal rule ideag@er action is controlled by federal law, but
State Farm’s motion was grounded in state |I&ZF No. 52. The Court’s denial, however, was
without prejudice, so as to allow State Farmeioew its motion under appropriate federal |&ee
id. State Farm renewed its motion. ECF No. 83e Ektate filed an opposition, stating that it did
not object to the entry of judgment but titatpposed an award of fees. ECF No. 89.

. LEGAL STANDARDS
Interpleader is a procedural device that allthesstakeholder of a sum of money to sue all

those who may assert conflicting claims anadéathem to litigate their competing clainSripps
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v. Life Ins. Co. of North AmericQ80 F.2d 1261, 1265 (9th Cir. 1992). The primary purpose of
interpleader is “to protect stakeholders fronaltiple liability as well as from the expense of
multiple litigation.” Aetna Life Ins. Co. v. Bayona23 F.3d 1030, 1033 (9th Cir. 2000). Federal
law authorizes two forms of interpleader actiof®deral Rule of Civil Procedure 22 permits
interpleader where a plaintiff may be exposedouble or multiple liability and where subject
matter jurisdiction is established under the gerstedlites governing fedefakrisdiction. Fed. R.
Civ. Proc. 22(a)(1)Bayona 223 F.3d at 1033. Alternatively, thedéral interpleader statute grantg
district courts original jurisdtion over interpleader actioms which two or more adverse
claimants of diverse citizenshgkaim entitlement to money or property held by the plaintiff. 28
U.S.C. § 1335see alsdMorongo Band of Mission Indians v. California State Bd. of Equalizatior
858 F.2d 1376, 1381-82 (9th Cir. 1988) (discussing stataind rule intergader). Once a court
determines that interpleader is proper and the stakeholder deposésiith the court, the court
may discharge a disinterested stakeholder frona¢kien by issuing a judgmein interpleader. 28
U.S.C. § 2361 (providing for statbry interpleader discharge)Charles Alan Wright, Arthur R.
Miller & Mary Kay Kane, Federal Practice aRtdocedure 8§ 1714, at 627 (3d ed. 2001) (explainin
rule interpleader discharge).

A court may in its discretion award attornefees and costs inoed by a disinterested
stakeholder in filing an interpleadertian and pursuing release from liabilityfrustees of
Directors Guild of Am.-Producer Pension Benefits Plans v, Pi3¢ F.3d 415, 426 (9th Cir.
2000),opinion amended on denial of ren2H5 F.3d 661 (9th Cir. 2000Because interpleader
“benefits all parties ‘by promoting early litigan on the ownership of the fund,” courts are
inclined to grant such award#d. at 426 (quotingchirmer Stevedoring Co. Ltd. v. Seaboard
Stevedoring Corp.306 F.2d 188, 193 (9th Cir. 1962)). Hoxee “there is an important policy
interest in seeing that the fee award does noktieghe fund at the expense of the party who is
ultimately deemed entitled to it.Id. at 427. Furthermore, “attaegs’ fee awards are properly

limited to those fees that are incurred in filing tiction and pursuing thel@§mtiff's] release from
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liability.” 1d. at 426. Accordingly, fee awds are “typically modestjd., and fees are not awardeq
as a matter of course, Wright et alpra 8 1714.
lll.  DISCUSSION

A. Renewed Motion for Judgment in Interpleader

State Farm, having successfulyerpleaded Defendants under Rule 22, continues to ins
that a stakeholder may not begted judgment in interpleader faderal law grounds, and instead
argues for its discharge purant to California law. This assertion is ngrounded in any relevant
authority, nor is it supported by federal practiS&=e Bayona223 F.3d at 1032rudential Ins.

Co. of Am. v. Hovjb53 F.3d 258, 262 (3d Cir. 2009¥right et al.,suprg 8§ 1714. As stated in
this Court’s prior order, enterg a judgment in interpleader under the California statute is
“something this Court cannot do.” ECF No. 52 at 4.

Despite State Farm’s failure to address theveglelaw, State Farm is nevertheless entitlec
to judgment in interpleader under federal lawat&Farm dutifully deposited the disputed life
insurance proceeds, and it has citeslfederal interpleader ruleitis moving papers. ECF Nos. 1,
83. No party objects to State Farrdischarge, nor has the recordaay point suggest that State
Farm is anything but a disinterestedtpgroperly entitlé to discharge SeeECF No. 89 at 5
(Estate’s opposition stating thatias no objection to Plaintiffs’ gpiest to be discharged”). The
Court therefore GRANTS Stakarm’s motion for entry gudgment in interpleader.

B. Attorneys’ Fees and Costs

State Farm grounds its motion for fees andscwsCalifornia law. ECF No. 84 at 4. The
Estate objects, arguing that thev of the case as establishedhe Court’s order of November 4,
2010, forecloses State Farm’s argument. ECFR8N0.However, the Court never reached the iss
of fees in its prior order. Rath the Court denieckés solely on the basis of its ruling on State

Farm’s underlying motion fougdgment in interpleadeiSeeECF No. 52 at 4. The ruling on the

!t is possible that State Farm intendeddwamce a more nuanced argument. However, State
Farm’s memorandum in support its motion begmdsentence and is missing its first three
sections.SeeECF No. 84 at 1-2.
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underlying motion, however, was Waut prejudice, as was thding on fees. Accordingly, the
Court will now consider the merits of State Farm’s motion for attorneys’ fees and costs.

While State Farm erroneously contends thaténistled to fees as a matter of state law, it
nevertheless cites on-point federal precedent in its request. ECF No. 84 at &¢himge). In
awarding fees, federal courts mesercise their discretion tafil a balance between the need to
incentivize interpleader actiomghere appropriate and the need to protect the fund from excess
awards. See Tise234 F.3d at 4265chirmer 306 F.2d at 193; Wright et asupra at 8 1719. The
Court notes that the “mod&dees referred to iTisewere truly modestTise 234 F.3d at 415
(upholding award of 0.8% of $365,000 fund, findingrtline with those commonly granted to
interpleader plaintiffs”)see also SchirmeB06 F.2d at 194-95 (remanding for reduction award ¢
10.4% of $48,000 fundPrudential Ins. Co. of Am. v. Bay@i81 F.2d 1494, 1498 (11th Cir. 1986)
(awarding 1.6% of $63,000 fund).

State Farm estimates its total fees and costs at around $44,000, but seeks only $25,0(
ECF No. 85 at 10. $25,000 out of a $304,000 furekéessive. Quantitatly, the request asks

for more than 8% of a relativelgrge fund. Other intpleader plaintiffs have managed to file

actions and secure release from liability for faslen both absolute terms and in proportion to the

fund. The Court further finds thpbrtions of State Farm’sxpenditures were unnecessary. For
example, State Farm expended $19,920 in pursitd bko motions for judgment in interpleader
that relied almost exclusiwebn irrelevant state lawSeeECF No. 85 at 11 19, 22, 30-32. In
addition, State Farm spent $5,614 on attorneys’détes the Court’s itial order denying the
motion for entry to judgmentld. at 1 25-29. These expenses could have been avoided had §
Farm’s counsel initially filed anotion for judgment in interplead based on appropriate law.
Furthermore, the Court finds that some of tHinigis that made up the remaining $17,407 in fees

and costs are excessive. For example, Stata’s-attorneys billed $6,919.50 for various vague

communications, including conversations with attosegt confirmed to be representing parties in

the case and direct contacts with Cai and hitherabout unspecified “aspects” of the calsk at

19 8-12, 14.
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Accordingly, the Court finds that an awati$15,000 in fees and costs is sufficient to
compensate State Farm as a disinteresterplasaeler plaintiff and to incentivize future
interpleader actions withodtepleting the fund. This is moreath4% of the fund, which is in line
with Ninth Circuit authority, anthe award adequately compensates State Farm for its bona fid
expenditures as a disinterestetérpleader plaintiff.

IV.  CONCLUSION

For the foregoing reasons, the Court her@RANTS State Farm’s motion for judgment in

interpleader. The Court GRANTS part and DENIES in part State Farm’s motion for an award

reasonable attorney’s fees, and awardseStarm $15,000 to be paid from the fund.

Fuey H. Koby_

LUCY H
United St s District Judge

IT IS SO ORDERED.

Dated: Septembe6, 2013
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