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I. LEGAL STANDARDS
A. Motion to Dismiss Pursuant to Fed. R. Civ. P.12(b)(1)and 35 U.S.C. § 1335

The subjecmatter jurisdictiorof the federal courts is limitet] This court has jurisdiction
overinterpleader actionwhere: (1)the amount in controvergxceeds$500 and?2) two or more
adverse claimantre diversé

For the purposes of Defendants’ Rule 12 mqttbe court acceptll material allegations
in the complaint as true and constrtiesm in the light most favorable @rlifornia Casualty
The court’s review iSlimited to the complaint, materials incorporated into the complaint by
reference, and matters of which the court may take judicial nctidéé court need not accept as
true allegations that are conclusory, unwarranted deductions of fact, or unreastirainees.

Dismissal with prejudice and without leave to amend is not appropriate unless it is cleg
“that the complaint could not be saved by amendm&nt.”

B. Fed. R. Civ. P. 11

Rule 11 provideghe courtwith authority toassessanctions. The court’s authority extend

to pleadings filed for an improper purpose, the making of frivolous argumeltegations

° SeeFed. R. Civ. P12(b)(1)(providing a Rule 12 defense fdatk of subjectmatter
jurisdiction’).

* SeeMethven &AssociatesProfessional Corp. v. Paradies-Stralase No. 3:18v-01079-JSW,
2014 WL 231654, at *1 (N.D. Cal. Jan. 21, 2014) (holding that in “order bring a statutory
interpleader action, the plaintiff must establish that there are two @radoeerse claiants, of
diverse citizenship who “are claiming or may claim to be entitled” to such monegperp)
(citing 28U.S.C. 8§ 1335(a)(1)).

®> See Metzler Inv. GMBH v. Corinthian Colls., |40 F.3d 1049, 1061 (9th Cir. 2008)
(“Thecourt ‘accept[s] thelaintiffs’ allegations as true and construe[s] them in the light most
favorable toplaintiffs.” (quotingGompper v. VISX, Inc298 F.3d 893, 895 (9th Cir. 2002))).

°1d.
" See Sprewell v. Golden State Warrjd@86 F.3d 979, 988 (9th Cir. 2001) (notihgt thecourt is
not required to accept as true allegations that are merely conclusory, unwarrantetiateslot
fact, or unreasonablénference$; Bell Atl. Corp. v. Twomb/\650 U.S. 544, 561(2007) (holding
“a wholly conclusory statement” af claimwill not survive a motion to dismiss).
® Eminence Capital, LLC v. Asopeon, 216 F.3d 1048, 1052 (9th Cir. 2003).
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tendered without record suppdrtSanctions “shall be assessed if the paper filed in the district
court and signed by an attorney or unrepresented party is frivéégadly unreasonabley
without factual foundatioreven though the paper was not filed in subjective bad fHith.”

Il. DISCUSSION
A. Because No Defendants Are Diverse, This Court Lacks Jurisdiction

Statutory interpleader requires at least two adverse claimants be diMerse the
complaint alleges thahe defendants adiversebecausdathleen Sebelius, Secretary of the
United States Department of Health and Human Services, is located in Washin@Gtamdall
other defendants are residents of CaliforniaA claim alleged against a United States officer
acting inherofficial capacity howeverjs correctlytreated as claim against the United States
itself.® “The United States, for the purposes of interpleader statute, is not a citizgrstdtar*®

This court thus does not have jurisdiction to hear the case.

® SeeUnited States v. W.R. Gracg26 F.3d 499, 523 (9th Cir. 2008)nder Federal Rule @ivil
Procedure 11, attorneys must sign the filings they submit to the district cayrtipon filing, the
attorneys certify that the papers are not being filed for an improper purpdsassiacharass or
cause delay; that legal contentions are supgdsy existing law or by nonfrivolous arguments to
alter existing law; that factual contentions have or are likely to have evigesuigport; and that
denials of factual contentions are warranted on the evidence, belief, or lack ofitndorin

(citing Fed.R. Civ. P. 11(a), (p); Fed. R. Civ. P. 1{c) (“If, after notice and a reasonable
opportunity to respond, the court determines that Rule 11(b) has been violated, the court may
impose an appropriate sanction on any attorney, law firm, or partyithetied the rule or is
responsible for the violatiof).

19 Zuniga v. United Can Cp812 F.2d 443, 452 (9th Cir. 198 uptingGolden Eagle Distrib.
Corp. v. Burroughs Corp801 F.2d 1531, 1537 (9th Cir. 1986)).

1 seeDocket No. 1 at 2.

12 SedViorongo Band of Mission Indians v. California State Bd. of Equaliza@ib8 F.2d 1376,
1382 (9th Cir. 1988) (tng Monell v. Department of Social Servicd86 U.S. 658, 690 n.55,
(An “official-capacity suit is, in all respects other than name, to betreah suit against the
entity.)).

13Kent v. N. California Reg’l Office of Am. Friends Serv. Cord®i7 F.2d 1325, 1327
(9th Cir. 1974) ¢itations omittedl
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B. Defendants’ Request for Sanctions

Defendants argue that California Casualty had no objectively reasonable basis to bring this
suit." Even if California Casualty misread the law, that alone does not mean it did not make a
reasonable and competent inquiry before filing suit."”> On the record before it, the court cannot say
the complaint is frivolous, legally unreasonable, or without factual foundation. Sanctions are not
warranted.

Because the court is not yet persuaded that amendment would be futile, California Casualty
is granted leave to amend. Any amended pleading must be filed within 14 days.
IT IS SO ORDERED.

Dated: March 17, 2014

'EAUL S. GREWAL i Z

United States Magistrate Judge

14 See Docket No. 4 at 3.

15 See Townsend v. Holman Consulting Corp., 929 F.2d 1358, 1362 (9th Cir. 1990) (noting that the
word “frivolous” 1s a shorthand “used to denote a filing that is both baseless and made without a
reasonable and competent inquiry”).
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