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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF LOUISIANA

DUODESK, L.L.C. CIVIL ACTION

VERSUS NO. 14-1363

GEE HOO INDUSTRIAL CORPORATION SECTION A(3)
ORDER

Before the Court is #Motion for Partial Summary Judgment (Rec. Doc. 33)filed by
Defendant Gee Hoo Industrial Corporation (“Gee Hoo"). PlaimifioDesk L.L.C. (“DuoDesK)
opposes the motiofror the following reason$T IS ORDERED that the motion i®ENIED.

l. BACKGROUND

Plaintiff DuoDeskfiled suit in this Court on June 11, 2014, alleging breach of contRet. (

Doc. 1).DuoDeskhad designed an exercise machine called the “activeLife Trainer” and contracted
with Gee Hoo, a Taiwanese manufacturing company, to manufacture the trRlaersff alleges

that Defendanbreached its contract by failing to manufacture the trainers in acwaraéth certain
specifications pursuant to the parties’ “Product Quality Agreement.”

Plaintiff alleges that the 210 trainers that were delivered to it in early 26ie defective.
Because of the high defective rai@JjoDeskstoppedhe retail sale of theroductsOn January 29,
2014, the president dduoDesk Mr. Christoph Leonhard, sent an email to Mr. Hank Hsu at Gee
Hoo. (Rec. Doc. 334at 8).Mr. Leonhard told Mr. Hsu that of the first seven machines to arfiixe
had a variety of defectsthe tracks were too wide, a speed sensor did not work, and the machines
made squeaking noises while they operatdd. Leonhard told Mr. Hsu thalhe had “collected
pictures, videos, and emails in evidence of these defects” and that he wouldessntbtMr. Hsu.

He told Mr. Hsuthat he stopped selling the machines due to the high defective rate, saying that

Dockets.Justia.com


https://dockets.justia.com/docket/louisiana/laedce/2:2014cv01363/162260/
https://docs.justia.com/cases/federal/district-courts/louisiana/laedce/2:2014cv01363/162260/92/
https://dockets.justia.com/

continuing to sell the machines “would increase our expenses and damage our reputation.” M
Leonhard wrote that thirty units were delivered to a university fearch andhe had not yet heard
feedback on those units. The remaining uniisose that he could not selivere being warehoused

and incurring storage expenses. He wrote that “[w]e need to figure out a way to resetve the
problems as soon as possible and try to limit the damages to the extent possible.”

The parties agreed that Gee Hoo would refdndDeskand thatDuoDeskwould return tle
defective machines to Gee Hoo. (Rec. Doec438t 16-13). DuoDeskthen accepted the refund but
did not return the machines.

Il. DISCUSSION
A. The Parties’ Arguments

In the instant motion, Gee Hoo argues that any obligation it owdlit®eskhas been
extinguished. Gee Hoo argues that in the Purchase Order and the later Product QresityeAg
the parties agreed upon how they would resolve any issues regarding defects in tise Baaéloo
argues that it has acted in accordance with these agreements by refDndeskthe purchase
pricefor the defective trainers. Gee Hoo argues that because it has performed in aecerthatie
parties’ agreements, its obligations are extinguished.

Gee Hoo next argues that the parties here agreed upon a compfaeeideoo asserts that a
series of emails and an invoice evidence an agreement between the partide thhesetaims
DuoDesknow alleges; consequently, Gee Hoo argemDesks breach of contract claims should
be dismissed with prejudice.

Gee Hoo next argues tHatoDesks redhibition claim should be dismissed. Gee Hoo asserts
that the trainers were not uselessrequired for aedhibitionclaim that would warrant rescission of
the saleGee Hoo also asserts thbthe defects here weredhibitory in that theynerely diminished
the value of the productBuoDeskwould only beentitled to a eduction of the purchase price and

Gee Hoo has already refund@®iioDeskthe full purchase price. Thus, Gee Hoo argues that the



redhibition claim must be dismissed becabDsmDeskis not entitled to rescission and even if it is
entitled to a reduction, Gee Hoo has already refunexDeskthe full purchase price.

Lastly, Gee Hoo asserts that it is entitled to summary judgment on its countesekking
the enforcement dduoDesks obligation to return the defective trainers or return Gee Hoo’s refund.

In its oppositionPuoDeskargues thaits claims are not extinguished because the agreements
here were not clear arfduoDeskneverdemonstrated an intent to limit its contractual and legal
remedies to a refund of the purchase pri2eoDeskalso argues that the parties did not have a
compromise because they did not agree to compromise and they did not put any such agreement
writing. DuoDeskfurther argues that other required elements for a compromise are not met.

DuoDeskargues that its redhibition claim should survive because there is an issueasf fact
whether the products here were useless for purposes of a redhibition claim. Regarding Gee Hoo's
counterclaim,DuoDesk argues that it is entitled to keep the trainers until all of its claims or
judgments arising from the defects are satisfied.

B. Law and Analysis

Summary Judgment Standard

Summary judgment is appropriate only if “the pleadings, depositions, answers to
interrogatories, and admissions on file, together with the affidavits, if amgh viewed in the light
most favorable to the nemovant, “show that there is no genuine issue as to any materialTe@t
Ins. Co. v. Sedgwick James, 276 F.3d 754, 759 (5th Cir. 2002) (citidgderson v. Liberty Lobby,
Inc., 477 U.S. 242, 24%0 (1986)). A dispute about a material fact is “genuine” if the evidence is
such that a reasonable jury could return a verdict for themawing pary. Id. (citing Anderson, 477
U.S. at 248). The court must draw all justifiable inferences in favor of thenoeing party.ld.
(citing Anderson, 477 U.S. at 255). Once the moving party has initially shown “that there is an
absence of evidence to support the-nmving party's causeCelotex Corp. v. Catrett, 477 U.S.

317, 325 (1986), the nemovant must come forward with “specific facts” showing a genuine factual



issue for trial.ld. (citing Fed.R.Civ.P. 56(eMatsushita Elec. Indus. Co. v. Zenith Radio, 475 U.S.
574, 587 (1986)). Conclusional allegations and denials, speculation, improbablencedere
unsubstantiated assertions, and legalistic argumentation do not adequatdiytsidbsspecific facts
showing a genuine issue for tridd. (citing SEC v. Recile, 10 F.3d 1093, 1097 (5th Cir.1993)).

Extinguishment

Gee Hoo claims that all @uoDesks contract claims are extinguished because the contract
language was “clear and unambiguous” and Gee Hoo performed in accordance with it. The Court i
not persuaded by Gee Hoo’s argumémsteadthe Court finds that the language here is not “clear
and unambiguous” such that it would require a dismissBlioDesks claims.

“Interpretation of a contract is the determination of the common interteoparties.” La.

Civ. Code art2045. “When the words of a contract are clear and explicit and lead to no absurd
consequences, no further interpretation may be made in searehparties’intent.” La. Civ. Code
art. 2046.

Gee Hoo points specifically two clauses in the parties’ agreements. The first is in the
Purchase Order reflectinQuoDesks purchase. It says, “Seller agrees to replace any defective
machines or to refund thmurchase price and any charges in connection therewith within 12 months
of the Buyer’s receipt of the machin@&uoDesks Purchase Order is expressly made conditional to
Seller's acceptance of the terms here{Réc. Doc. 334 at 5).The second eluseGee Hoo points to
is in anemail from Mr. Leonhard to Mr. Hswn November 13, 2013the ‘Product Quality
Agreement”) The clausesays,”If [the] rate of manufacturing defects is exceeded, you [Gee HoO0]
agree to take back each defective unit. . . . ‘Taking back’ a unit means that you will tefund t
purchase price of any usivith manufacturing defects beyond the acceptable 5% defect (Rex”

Doc. 334 at 6). Gee Hoo asks the Courfital that thislanguage showthatGee Hoo’s refund ian
exdusive emedy forDuoDesk However,these clauses, standing alaeviewed in the context of

their documents, are not “clear and explicit” on whether this is the only reealyeskmay pursue



in the event of Gee Hoo's breachhe documents are also unclear on what makes a defect a
“manufacturing defect.”

Gee Hoo warranted uoDeskthat “all machines furnished pursuant to this Purchase Order
will be of good quality and free from defects in material or workmanship, incluawtbput
limitation, that the machines should operate quietly.” (Rec. Doe4 38 5). Defendant fails to
explain why the Court should dismiss Plaintiff's claims for breach of this waragaiyst defects in
material or workmanshipAs Plaintiff argues,hte fact thatDefendant was obligated to provide a
refund does nolead to the conclusion that Defendant is relieved from other obligations under the
contract in the absence of “clear and explicit” language sathig In the absence of such clear and
explicit language, the Court findsatthere isa genuine disputed issue of material fact regarthing
parties’ intent. Therefore, summary judgment for Gee Hoo would be inappropriate on this claim

Compromise

LouisianaCivil Code Article 3071 defines a compromise“ascontract whereby the parties,
through concessions made by one or more of them, settle a dispute or an uncertainty ccercerning
obligation or other legal relationship.” The purpose of a compromise is to prevent or to put an end to
litigation. Rivett v. Sate Farm Fire & Cas. Co., 508 So. 2d 1356, 1359 (La. 198The Louisiana
Supreme Court has held that the essential elements of a compromise are (1) naritiah iof
putting an end to the litigation and (2) reciprocal concessions of the partidpigtngent of their
differences.ld. The Court hasalso held that a compromise requires the following: (1) a disputed
claim; (2) a tender of a certain amount in settlement of that claim; and (3) an aceeftanbon
Ins. Co. v. Farr, 453 So.2d 232, 234 (La. 1984j)t(hg Henriques v. Vaccarro, 220 La. 216, 56 So.2d
236 (La.1951). Further, “[the only formal essential for a compromise is a writingl” (citing
Antoine v. Smith, 4 So. 321 (La.1888)).

Louisiana Civil Code Article 3076 provides that “[a] compromise settles only those

differences that the parties clearly intended to set@i®@é writing requirement demonstrates, as



Plaintiff says, that Louisiana courts will not lightly assume aeegentto give up important legal
rights. See Bourgeois v. Franklin, 389 So.2d 358, 361 (La. 1980) (“[Article 3071] is placed in the
code to insure proper proof of extrajudicial agreements. . . . [T]he law has seen fit te thquir
compromise agreement . . . to be reduced to writing to serve as proof of the agreemeat and th
acquiescence therein.”)

Against this backdrop, the Court finds that the emails and invoice exchanged between Gee
Hoo andDuoDeskdo not show wth sufficient clarity thatDuoDeskacquiesced in surrendering its
contractual claims against Gee Hdgee Hoo asserthat the January 2014 emasl evidence of a
compromise because Mr. Leonhard asked Mr. Hsu “how [he] would like to resolve these pfoblems
It is unclear whether Mr. Leonhard is referringrésolving all claims between the parties or just
abatingthe increasing storage expengbat DuoDeskwas incurring as a result of storing the
machines instead of liag them (Rec. Doc. 334 at 8).Thus,Mr. Leonhard’s statememtoes ot
showthat the partiebad a mutual intention of preventing or ending litigation. Furtimethe same
email Defendant referenceBuoDesks president, Mr.Christoph Leonhardsays he has taken
pictures and videos of the machines in evidence of the defectse aag$he would like to “limit the
damages to the extent possibl€liis language does not prove a clear agreement to comprdmise.
the contrary, isuggests that the partiesorat leasDuoDesk—may have anticipated litigation.

Redhibition

In a suit for redhibition, the plaintiff must prove: 1) the seller soldthirgy to him and it is
either absolutely useless for its intended purpose or its use ic@wvémient or imperfect that,
judged by the reasonable person standard, had he knbwime adefect, he would never have
purchased it; 2) the thing contained a +amparent defect at the time of sale; and 3) the seller was
given an opportunity to repair the defefdackson v. Sidell Nissan, 693 So.2d 1257, 1262 (La. App.
1 Cir. 1997).Under Louisiana Civil Code Article 2520, “[a] defect is redhibitory also when, without

rendering the thing totally useless, it diminishes its usefulness or its valia ganthst be presumed



that a buyer would still have bought it but for a lesser piibe existence of such a defect limits the
right of a buyer to a reduction of the price.”

Whether the buyer would not have purchased the thing had he known of the vice is the “basic
test of whether a defect is a redhibitory or@ates v. Sears, Roebuck & Co., 928 F.2d 679, 687 (5th
Cir. 1991) (citingPerrin v. Read Imports, Inc., 359 So.2d 738, 740 (La. App. 4 Ci978)) This
inquiry does not deem dispositive the issue of whether the thing was usable for any purpose, or
whether it has any value to therphaserld. (citing Purvis v. Satewide Trailer Sales, 339 So.2d
403, 407 (LaApp. 1 Cir. 1976) (“Where a buyer does not intend to relinquish his right of rescission
but makes such use of the object as is practical or which the circumstances regtimaed use
does not constitute waiver of the right of rescission.”)).

Gee Hoo asserts that the trainers here were not useless because Duadeasle to sell
some of the trainers to researchddewever, this does not mean that there is no issue of fact
regarding whether the trainers were “uselesgtfair] intended purpose.” DuoDeslsserts that the
trainers were for retail sale, and because of a high defectivetragel {0 stop retail sales. The fact
that the trainers were usable for some other purpossearch—s not dispositive on whether the
trainers were useless for redhibition purpogeseasonable trier of factould find that DuoDesk
merely madewch use of the object as was pieait

Gee Hoo also asserts that a rediohitclaim must fail because DuoDes#innot prove that
the defects here were napparentUnder Louisiana law, “[f] the defects complained of by the
purchaser are apparent, that is, such as the purchaser might have discoverptebgsgection, the
purchaser cannot recoveiCreger v. Robertson, 542 So. 2d 1090, 1095 (La. App. 2 Cir. 1989).
However, courts have found thatbayer is only under a duty to make an inspection which is
reasonable in light of all the circumstances surrounding theSslee.g., id. Whether an inspection

is reasonable depends upon the facts and circumstances of each case, and includessuachtfecto



knowledge and expertise of the buyer, the opportunity for inspection and the assurateéy tha
seller.ld.

Gee Hoo points to the fact that Mr. Leonhard inspected the trainers before receiving them and
that Mr. Leonhard admits noticing the defects during his inspeciea Hoo omits an importafact
in its argument, howeverdter this inspection, Mr. Hsu assured Mr. Leonhard that the defects he
noticed during the inspection would be fixed before the trainers were shipped. Yet it dippEaes
Hoo failed to fix the very defectbat the parties discussed after the inspection. A trier ottaddt
find that Mr. Leonhard conducted a sufficient inspection and reasonably relied on Mr. Hsu’'s
assurances thahe defects would be fixed. This Court therefore finds an issue of fact regarding
whether the defects here were rapparent.

Gee Hoo’s Counterclaim to Enforce the Contract

Gee Hoo argues, without citing any legal authority, that the Court should enfoartibe’
contract and order Dieskto return the allegedly defective machines or return the refund that Gee
Hoo paid to DuoDesk.

Under Louisiana Civil Code Article 2532, DuoDeskentitled to retain the trainers until its
redhibitory claims aginst Gee Hoo are resolved. DuoDeskst,however, take care of the trainers
as a prudent administratofurther there are numerous issues of material fact that need to be
resolved here before deciding the liability of the parties.

Accordingly and for the foregoing reasons;

IT IS ORDERED thatthe Motion for Partial Summary Judgment (Rec. Doc. 33filed by

Qﬁﬁc
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Defendant Gee Hos DENIED.
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