Lundstrom .

O© 00 N oo o b W N B

N NN NN DNNDNNDNRERRRRRRPR R RB R
0o ~NI O 00O DN NN =R O O 00O N o 00D O NN RO

Young et al Do

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF CALIFORNIA

BRIAN LUNDSTROM, CASE NO.: 3:18¢cv-02856GPGMSB

Plaintiff,
ORDER GRANTING MOTION FOR
V. LEAVE TO FILE AN AMENDED

CARLA YOUNG, an individual; COMPLAINT
LIGAND PHARMACEUTICALS, INC.;
LIGAND PHARMACEUTICALS, INC.
401(k) PLAN; and DOES 1 through 20,
inclusive

[DKT. No. 17]

Defendants.

Before the Court is a motion for leave to file a first amended compfiéat by
Plaintiff Brian Lundstrom (“Plaintiff’). ECFNo. 17. On May 17, 2019, Defendant
Ligand Pharmaceuticals filed an opposition to the motion. ECF No. 29. On May 2
2019, Defendant Carla Young also filed an opposition to the motion. ECF No. 31.
review of the moving papers, the CoGRANT S the motion for leave to amend.

l. Background

On December 20, 2018, Plaintiff filed his complaint against Defendants Ligai

Pharmaceuticals and Ms. Carla Young (collectively, “Defendants”). ECF.No. 1
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Defendants each filed independent motions to dismiss the complaint on March 11
March 12, 2019. ECF Nos. 6 and 7.

On April 5, 2019, Plaintiff's counsel contactedunsel for Ms. Young and Ligan(
to seek their consent to a proposed Motion for Leave to File an Amended Complai
Declaration Paul D. Woodar,5, 6. Both Ms. Young and Ligadéclined to consent t
this proposed motion. Decl. Woodard { 6. Plaintiff now seeks an order permitting
file this proposedFirst Amended Complaint

[I. Legal Standard

Rule 1%a) of the Federal Rudaf Civil Procedure states that, after the initial
period for amendments as of right, pleadings may only be amended by leave of co
which “[t]he court shall freely give when justice so requiresed. R. Civ. P. 15(a)(2).
Courts commonly use four factors to determine the propriety of a motion for leave
amend: bad faith, undue delay, prejudice to the opposing party, and futility of
amendmentDitto v. McCurdy 510 F.3d 1070, 10789 (9th Cir. 2007)Loehr v.
Ventura Cnty. Cmty. Coll. Dis743 F.2d1310, 1319 (9th Cir. 1984Howey v. United
States481 F.2d 1187, 1190 (9th Cir. 1973). “When weighing these factossl.
inferences should be made in favor of granting the motion to amétadstetter v.
Chase Home FinLLC, 751 F. Supp. 2d 1116, 1122 (N.D. Cal 2010) (ci@rgygs V.
Pace Am. Grp., In¢17 F.3d 877, 880 (9th Cir. 1999)

[I1. Discussion

Plaintiff argues that this Court should grant his motion for leave to file an amg
complaint becaussuch motions are granted liberallgecause the proposed
amendments have been brought in a timely manbefore any discovery has taken
place and prior to even the publication of a scheduling piri@ntiff contendshe
proposed amendments ar@t prejudicial Plaintiff also submits thieDefendants’
arguments about litigation costs are geneialfyfficientto prove prejudice He further

argueghathis proposed amendments are not brought in bad faithD#&fahdants’
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futility arguments are more suitéar a motion to dismiss rather than the motiohaatd,
andthat the proposed amendments achieve judicial economy.

Neither Ligand nor Ms. Young argue that Plaintiff's motion was unduly delayzs
However, Ms. Young posits thRtaintiff requesteamendment ifad faith—and in
furtherance of aattempt to increase costs of litigation and induce settlement. In su
of this contention, Ms. Young argues tkia@ amendments do not sufficiently address
motion to dismiss. Both defendatisoimplore the Court to deryre moton under
futility and prejudice. Ligand argues that the amendment would be futile for two re
(1) theRookerFeldmandoctrinebars the claimand (2)the matter does not lend itself t
a plausible claim for relief sinagtion holders are not owediduciary duty in the first
place. Similarly, Ms. Young argues that Plaintiffs amendment is rendered fu(lg by
application ofRookerFeldmanand (2) lack of personal jurisdiction. Finallygand
argues that the proposed amendment is prejudicitiramild require Ligand to expend
significant resources in litigationn asking the Court to consider the Motion to Dismi
first, Ligand avers that it can save resourceswioaid otherwise be spent onfikng
and litigating anothemotion. Ms. Young likewiseargues that litigatiocostswould be
prejudicial. She points outhat despite years of litigation in Texake now faces the
possibility of an inconsistent ruling from ti@ourt.

A. Undue Delay

Becausd.igand nor Ms. Young argue that Plaintiff's motion was unduly delay
andbecausehe litigation is in its nascent stagethe Court finds that thelis no
showing of undue delay.

B. Bad Faith

The Ninth Circuit has previously found that bad faith exidienethe moving
party intends to harass the Amoving party or otherwise disrupt litigatioheon v. IDX
Sys. Corp.464 F.3d 951, 961 (9th Cir. 2006 other words, a party acts in bad faith
where, for example, “the plaintiff merely is seeking to prolong the litigation by addir
new but baseless legal theorieSee Griggs v. Pace AM. Grp., Int70 F.3d 877, 881

3
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(9th Cir. 1999) (citations omitted), or when plaintiffs attempt to use the amendment
change thevarrantlessly change the nature or ve@pfithe casesee Sorosky v.
Burroughs Corp.826 F.2d 794, 805 (9th Cir. 198 ®lainiff also proffers that
“examples of bad faith have includedbut are not limited te- instances in which a part
makes a claim without alleging any newly discovered facts, makes a tactical decisi
omit a claim to avoid summary judgment, or includes a claim to harass or burden t
other party.” Stearnsy. Select Comfort Retail Cor¥63 F. Supp. 2d 1128, 1159 (N.D
Cal. 2010).

Ms. Young postulates that Plaintiff's sole purpose of filing his Complaint befo
this Court “is to increase the costs of litigation for Ms. Young so that she is forced {
enter into a global settlement with Plaintiff to resolve the disputes between the Par
before the Texas Court.” EQ¥o. 31 at 21. Moreover, Ms. Young believes that the
request for leave to amend underscores “bad faith dilatory taotid$ie basis that the
proposed amendments do not sufficiently address the four legal reasons for dismis
articulated in Ms. Young’s Motion to Dismiss. ECF No. 31 at 21.

The Court finds no basis to conclude that a bad faith motive underlies Plainti
request to amend. It appears that Plaiaiifisto amend the complaint to “add an
additional cause of action against Ligand for breach of fiduciary duty.” ECF No. 17
Plaintiff also seeks to provide “additional factual details to address issues raised in
Young’s Motion to Dismiss.”ld. As such, the Court finds agrees that the proposed
is being offered for valid purposes and does not simply constitute an effort to prolo
disrupt or prolong litigation.

C. Futility

While Courts can freely grant leave to amend under Rule 15, the Court may
deny leave for futility on a discretionary basis when a proposed amendment lacks
cognizable legal basisSee Shermoen v. United Sta@&2 F.2d 1312, 1319 (9th Cir.
1992). Amendments can be considered futile when “no set of facts can be ymdeed

the amendment to the pleadings that would constitute a valid and sufficient claim g
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defense.”Missouri ex rel. Koster v. Harrj849 F.3d 646, 656 (9th Cir. 2017) (interng|

guotation omitted). Examples of futile amendments include those thatupkcative of

existing claims” or “patently frivolous.’'Murray v. Schrirg 745 F.3d 984, 1015 (9th Cir.

2014) (alteration omitted).

Denial of leave to amend for futility is rare since Courts typically defer
consideration on the merits until after an amended pleading has beerséede.g.,
Green Valley Corp. v. Caldo Oil GdNo. 09CV-04028LHK, 2011 WL 1465883, at *6
(N.D. Cal. Apr. 18, 2011) (pointing that there is a “general preference againsiglany
motion for leave to amend based on fug)iitAllen v. Bayshore Mall12-cv-02368JST,
2013 WL 6441504, at *5 (N.D. Cal. Dec. 9, 2013) (“The merits or facts of a controv
are not properly decided in a motion for leave to amend and should instead be atte
a motion to dismiss for failure &iate a claim or for summary judgment.gourts have

liberally construed thetandard for leave to amend the basis that parties’ arguments

ersy
\Icked

are better developed through a motion to dismiss. And when the parties’ arguments are

more completely formed, Courts are better able to rule on the sufficiency of the
allegations presented. This Court surmises that denial of leave to amend is even 1
remarkableand aberranivhen Plaintiff has never before sought leave and hasdiid
hisfirst iteration of he operative Complaint.

Defendants proffer that leave to amend should be demidgtility grounds
because Plaintiff's amendmentind initial pleading- alleges facts that circumvents th
RookerFeldman Doctrine In addition, Defendant offers that t@eurt lacks personal
jurisdiction and that Plaintiff's claims are fail as futile because option holders are o
no fiduciary duty. Upon evaluation, the Court finds tRabkerFeldmanis not
appropriately broached in the context of the instant mandrihe issues gbersonal
jurisdiction and fiduciary duty to option holders are betigted to a motion to dismiss
thanthe instanmotion for leave to file an amended complaint

Here,analysis undelRookerFeldmanis more appropriately conducted upon a

motion to dismiss The RookerFeldmandoctrine holds that direct challenge to a state

5
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court’'sjudgement in a federal district coustade facto appeal and is therefore
impermissible To invokeRookerFeldman “a plaintiff must seek not only to set aside
statecourtjudgment; he or she must also allege a legal error bstébecourtas the basi
for that relief” Kougasian v. TMSL, Inc359 F.3d 1136, 1140 (9th Cir. 2004). Such
analysis, whictwould requirethis Court to undergo an-depthexaminationof the
merits of Plaintiff’'s claims, would be better suited in the context of a motion to dism
an amended complainThisis consistent with this Court’s previodscisionin St. Jon v
Tatro, where this Gurt appliedRookerFeldmanto adjudicate claims under a motion t(
dismiss. St. JonNo.: 15CV-2552GPC(JLB), 2016 WL 1162678S.D. Cal. 2016).
Accordingly, the Court finds that analysis of the claims uittkerFeldmanat this
juncture—in the context of the Plaintiff's first request for leave to amenauld be
premature.

Defendants’ questionsf personal jurisdictiomndfiduciary duty to option holders
arealsoboth better suited to a motion to dismiss rather than to the mothamdt
Indeed, the Court notes that Ms. Youniggies onMorrill v. Scott Fin. Corp,. which
dealswith personal jurisdiction in the context @imotion to dismissatherthana motion
for leave to file an amended complainorrill , 873 F.3d 1136, 115@th Cir. 2017).

As such, the Court agrees with Plaintiff that Defendants’ opposition is not the appr
vehicle for challenging the sufficiency of Plaintiff’'s Complaint.

For the foregoing reasons, Ligand and Ms. Young have failed to adecassety

thatthe proposed amendment lacks a cognizable legal basis. In addition, Ligand g

Young’s futility arguments predominantly go to the merits or facts of the allegations.

Those arguments are better attacked by a motion to dismiss after theffdmgmended
complaint. As such, the Court finds that Defendants’ futility arguments alone are
premature and insufficient to deny leave to demand.
D. Prgudiceto Opposing Parties
Courts have typically found that the “prejudice factor” under Rule 15 “carries
greatest weight."Eminence Capital, L.L.C316 F.3d at 1052. Under Ninth Circuit
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precedent, substantial prejudice exists when the claims sought to bé\addiethave
greatly altered the nature of the litigation and would have required defendants to hj
undertaken, at a late hour, an entirely new course of defeBs&S Getters S.p.A. v.
Aeronex, InG.219 F. Supp. 2d 1081, 1086 (S.D. Cal. 2002). But “neither dedaiting
from the proposed amendment nor the prospect of additional discovery needed by
norrmoving party in itself constitutes a sufficient showing of prejudicgarns v.
Select Comfort Retail Corp/63 F. Supp. 2d 1128, 1158 (N.D. Cal. 2010). Moreove
Is important to note thdlitigation expenses alone do not equal prejudiCdark v.
Citizens of Humanity, LL®7 F. Supp. 3d 1199, 1208.D. Cal.2015) See also
NissouRabban v. Capital One Bank (USA), N.285 F. Supp. 3d 1136, 1145 (SCal.
2018) (opining that the “expenditure of additional monies or time do not constitute
prejudice). In addition Courts have often held that no prejudice exists when motion
leave to amend is brought “at an early stage in the proceedi8gs SAP AG. V. i2
Techs., Inc.250 F.R.D. 472, 474 (N.D. Cal. 2008).

The present litigation is at early stage. The Plaintiff filed his initial complaint
late December of 20181e has not previously amended his initial Complaint and the
present motioms his first request to do s@s it stands, the Court finds that the propos
amendments will not prejudice the parties but rathey enhanceheir understanding of
all the relevant facts of the casas contemplated iGtearnsandClark, Plaintiffs’
concerns about delay and costs alone do not establish a sufficient showing of prejt
And at this stage, the Court finds Defendants’ arguments against amendment app¢
based on speculative grounds that have been struck down in other casethedlongt.
All'in all, theproposed amendment does not resemble the strddital shift in
direction... tenuous nature, and the inordinate delay” that the Ninth Circufbhasd
prejudicial. Morongo Band of Mission Indians v. Rp883 F.2d 1074, 1@7(9th Cir.
1990). Accordingly, the Court concludes that Defendants have not bore their burde

showing that granting leave to amend will result in prejudice.
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E. Conclusion
For the forgoing reasonkl ISHEREBY ORDERED that:
1) Plaintiff’'s Motion for Leave to File First Amended Complaint, ECF No. !
IS GRANTED;
2) Defendant Ligand’s Motion to Dismiss Plaintiff's Complaint, ECF M.
is DENIED ASMOOT;
3) Defendant Carla Young's Motion to Dismiss Plaintiff's Complaint, ECF
6, isDENIED ASMOOT; and
4) Plaintiff Brian Lundstrom’s Ex Parte Motion for Order Modifying Briefing
Schedule on the Pending Motions to Dismiss, ECF3pis DENIED AS
MOOT.
5) Defendant Cda Youngs Motion for Sanctions, ECF No. 22, is DENIED
AS MOOT.
Accordingly, Plaintiff must file dirst amended complaint in the abeestitled

action within 20 days from the date of entry of this order.

Dated: June 3, 2019 (2 ails Q?Q

Hon. Gonzalo P. Curiel —
United States District Judge
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