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UNITED STATES DISTRICT COURT
DISTRICT OF MINNESOTA

MATTHEW LUSK and ST. CLAIR Civil No. 15-1911(JRTBRT)
EMPLOYEES' RETIREMENT SYSTEM,
individually and on behalf of all others

similarly situated MEMORANDUM OPINION AND

ORDER GRANTING
DEFENDANTS’ MOTIONS FOR
JUDGMENT ON THE
PLEADINGS

Plaintiffs,
V.

BAHRAM AKRADI, GILES H. BATEMAN,
JACK W. EUGSTER, GUYC. JACKSON,
JOHN K. LLOYD, MARTHA A. MORFITT,
JOHN B. RICHARDS, and JOSEPH S.
VASSALLUZZO,

Defendants.

David T. WissbroeckerROBBINS GELLER RUDMAN & DOWD
LLP, 665 West Broadway, Suite 1900, San Diego, CA 92Kl H.
Richter, NICHOLS KASTER, PLLP , 80 South Eighth Street, Suite 4600,
Minneapolis, MN 55402; Jeffrey C. Block and Jacob A. WalB&QCK

& LEVITON LLP , 155 Federal Street, Suite 400, Boston, MA 021410
plaintiffs Matthew Lusk and St. Clair Employees’ Retirement System.

Thomas P. Wigert, DORSEY & WHITNEY LLP , 50 South Sixth Street,
Suite 1500, Minneapolis, MN 55402, for defendant Bahram Akradi.

Matthew B. Kilby, FAEGRE BAKER DANIELS LLP , 90 South Seventh
Street, Suite 2200, Minneapolis, MN 5540@y defendantsGiles H.
Bateman, Jack W. Eugster, Guy C. Jackson, John K. Lloyd, Martha A.
Morfitt, John B. Richards, and Joseph S. Vassalluzzo.

Plaintiffs Matthew Lusk and St. Clair Employe®&etirement System (collectively

“Plaintiffs”) are former shareholders of Life Time Fitness, Inc. (“Life Time”). Plaintiffs

bring this action individually and as a class action on behalf of all other similarly situated
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former Life Time shareholderggarding the2015 merger of Life Time witla group of
private equity firns. Plaintiffs’ sole remaining claim in this case fisr breach of
fiduciary duty against the former directors of Life Time’s board.

Because Plaintiffglid not pleada non-exculpatedreach of fiduciary dutglaim
against theormer Life Time board,and because Life Time’s sharehokleatified the
transaction pursuant to Minn. St&.302A.255 the Court will grant the efendants’

motions for judgment on the pleadings.

BACKGROUND *

l. MERGER

Life Time is a Minnesota corporation that operates a clohimealth fithness
centers. (Am. Compl. 11 2, 12, Aug. 31, 2015, Docket No. &efendant Bahram
Akradi founded Life Time in 1992, and he acted as its “Chairman of the Board, President
and CEO.” [d. 1 13.) Defendants Giles H. Bateman, Jack W. Eugster, Guy C. Jackson,
John K. Lloyd, Martha A. Morfitt, John B. Richards, and Joseph S. Vassalluzzo were
members olLife Time’s board of dectors(hereinafter the “Boart and together with
Akradi, the “Defendants”). Id. 1 1420.) Plaintiffs held Life Time stoclprior to the

merger at issue.ld. 71 10-11.)

! The Court will considethe facts as pleaded in the amended complaint, as wileas
facts discussed ithe proxy steement(the “Proxy”) — a matter ofpublic record réerenced
numerous times in the amended complaifee Deerbrook Pavilion, LLC v. Shala85 F.3d
1100, 1102 (8Cir. 2000) (“On a motion to dismiss, a court must primarily consider the
allegations contained in the complaint, although matters of public and administratve rec
referenced in the complaint may also be taken into accou(sgDecl. of Matthew B. Kilby,

Ex. D (“Proxy”), Oct. 5, 2015, Docket No. 119 All citations to the Proxy refer to internal
pagination rather thanN/ECF pagination.



In response to pressure from a Life Time shareholdedulyn21, 2014, Life Time
hired Wells FargdSecurities, LLC(“Wells Fargo”), (Am. Compl. 1132, 35;Decl. of
Matthew B. Kilby, Ex. D (“Proxy”) at 7, Oct. 5, 2015, Docket No. L1® consider
“various financing and strategic alternatives available to Life Timenaximize long
term shareholder valuencluding but not limited to the evaluation of [aeal estate
investment trust REIT”)] conversion transaction,(Proxy at 3536). The concept of
unlocking Life Time’s real estate value through a REIT transaalsaprompted an
unsolicited acquisition proposttbm Party Aon July 30, 2014, for over $60.00 a shatre
a time when Life Time had a $40.57 per share closing price. (Am. C§3f] Proxy at
36.) In response, thBoard alscengaged Guggenheim SecuritiesC (“Guggenheim”)
to review and assess various financial alternatives to maximize shareholder yatue. (
Compl § 36; Proxy at 6, 36.)

On September 23, 2014, Party A increased its unsolicited acquisition proposal to
$70.00 per share. (Am. Compl4q); Proxy at 36.) At a September 25, 20ddeting,
“the Board decided to allow Akradi and Life Time’s financial advisors to begin
contacting potential bidders . . Akradi was heavily involved in these communications
and personally contacted certain bidders with whom he had-exwtéeng relationship.”
(Am. Compl. 140.) As Akradi and the Boardontinued to consider strategic alternasive

on January 16, 2015, Party A reaffirmed its offer of $70.00 per share, and a group of



private equity firms (the “Buyout Grougpffered $65.00 to $69.00 per sharéd. {f 41;
Proxy at 37-38.)

On March 3,2015,the Boardestablished a Special Committ@ensisting entirby
of independent and disinterested directors,” (Proxy atwhlich “discussed various
strategies and tactics for seeking to obtain the highesthaee cash bids for Life Tirhe
and also considered a “REIT [c]onversion [e]xploration.” (Proxy atsé@; alsoAm.
Compl. 143.) The Special Committee “discussed their beliefs that potential bidders were
more likely to submit the highest bids possible if they were permitted to discuss potential
arrangements with senior members of Life Time’'s management team and that such
discussions could be helpful in connection with arranging financing for a transaction.”
(Proxy at 40.) The Special Committeallegedly“permitted Akradi to negotiate the terms
of a rollover investment and his continued employment at the surviving comyptmy
potential buyers.” (Am. Compl. { 43.)

On March 11, 2015, the Buyout Group offered $70.50 per share and a rollover of
Akradi's equity in Life Time. (Am. Compl. T 46; Proxy at 42.) Party A again indicated
that it offered $70.00 per share. (Am. Compl. 1 45; Proxy ad4) Plaintiffs suggest
that Akradi recognized a sale to the Buyout Group was hisardpceto invest in the
surviving company, and thus “quickly tipped the sales process in the Buyout Group’s
favor.” (Am. Compl. 1 47.) On March 13, 2015, the Special Committee met with the

financial advisorsWells Fargo and Guggenhetm discuss théwo proposals as well as a

2 The Buyout Group includes Leonard Green & Partners, L.P., TPG Capital, L.P, and
LKN Partners (Am. Compl. 7 1.)



REIT conversion. (Proxy at2443.) Guggenheim’'analysis suggested that a REIT
conversionwould have resulted in a present value range of $64.50 to $84.50 per share,
(id. at 43, and Wells Farg® analysis suggested a range of $59.69 to $92.23 per, share
(id. at 4344). The Special Committeeonsideredthese analyses as well as the
“uncertainties and risks associated” with a REIT conversitth.a(44.)

Negotiation over the transaction agreements continued over thdemextays.
(Id. at 4445; Am. Compl. ¥9) On March 15, 2015, Party A delivered a revised
proposal with an offer of $72.00 per share, but did not provide a rollover investment or
continued employment for Akradi. (Am. Compl4¥ Proxy at 45 The Buyout Group
also submitted bid of $72.10 per shasnd requestedkradi roll over$125 million in
equity. (Am. Compl. § 50; Proxy at 46.)

On March 15, 2015, the Special Committee and the Board both unanimously
approved the mergeavith the Buyout Group. (Proxy at 48.) Life Time filed theX¥g/
with the Securities and Exchange Commissid®EC’) on April 30, 2015, and it was
disseminated to Life Timshareholders iadvance of the shareholder vote on the merger
on June 4, 2015. (Am. Compl. 1 63; Proxy at 2.) The@&8f Proxy discussed the
background of the merger, the Board’'s analyses and recommendations, the financial
advisors’ fairness opinions, key terms of the merggreement disclosed Akradi’s
rollover interestand the Board’s entitlement to stock options at the consummation of the
merger (SeeProxyat 7-8, 27, 3575.) In recommending Life Time’s shareholders vote
in favor of the merger, the Board and the Special Committee noted that Guggenheim and

Wells Fargo opined the price of $72.10 was fair to shareholders. (Proxy4at)4Blot
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including the Defendaritshares, thé.ife Time shareholders approved theergerwith
81.65%voting in favor on June 4, 20F5 Pursuant tahe merger, Akadi rolled over
$125 million worth of his Life Time shares in exchange for shares in the surviving entity,

(Am. Compl. 1 50), and remained the CEi@, {{57-58).

Il. PROCEDURAL BACKGROUND

On August 31, 2015, Plaintgffiledanamended complaint alleging that Life Time
and the Defendants issued a false or misleading proxy statement prior to the merger in
violation of § 14(a) of the Securities Exchange Act and SEC Rul® 1 1194-100),
the Defendants and the Buyout Group acted as controlling persons of Life ifiime
violation of 8 20(a) of the Securities Exchange Act. (1 101-107), the Defendants
breached fiduciary duties owed to Life Time’s shareholdgds,{{ 108-112), and the
Buyout Group aided and abetted the Defendants’ breach of fiduciary didie4(113-

115). All defendants moved to dismiss on October 5, 2015.

Subsequentlyon September 30, 2016, the Court dismissed all claims except for
the breach of fiduciary duty claim aget Akradi and the Board.Lusk v. Life Time
Fitness, Ing. 213 F. Supp. 3d 1119, 1138 (D. Minn. 2016). The Court did not
dismissthe claimprimarily because the Defendants raised additional arguments in thei

reply memorandunto which Plaintiffs were not givea chance to respondd. at 1133

3 As of the record date of the shareholder vote, 39,043,889 Life Time shares were
outstanding, and 34,597,042 shares, or 88.61%, voted for the méRyet Board’s Ansver,
Ex.C at 2, Oct. 28, 2016, Docket No. 158.) Akradi owned 2,499,928, or, 6#8ttstanding
sharesand the Board owned a total of 218,564,56%, of outstanding share@?roxy at 116.)
Thus, not including the Defendar@96% of shares, trghareholders approved theerger with
81.65% voting in favor of the transaction. The parties do not dispute these calculations.
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n.7. On October 28, 2016the Defendants moved for judgment on the pleaditmgs
dismiss the claim. (Def. Akradi’'s Mot. for J. on the Pleadings, Oct. 28, 2016, Docket

No. 160; Def. Board’s Mot. for J. on the Pleadings, Oct. 28, 2016, Docket No. 166.)

DISCUSSION

l. STANDARD OF REVIEW

Reviewing a motion for judgment on the pleadings pursuant to Rule 12(c) of the
Federal Rules of Civil Procedure, the Court applies the same standard as under a motion
to dismiss pursuant to Rule 12(b)(&)lemons v. Crawfordb85 F.3d 1119, 1124 (&Cir.
2009). Therefore, when considering a motion for judgment on the pleadings under
Rule12(c), the Court is required to “accept as true all factual allegations set out in the
complaint’ and to ‘construe the complaint in the light most favorable to thetiff[di
drawing all inferences in [the plaintiff's] favor.””’Ashley Cty. v. Pfizer, Inc552 F.3d
659, 665 (8 Cir. 2009) (quotingWishnatsky v. Rovne#33 F.3d 608, 610 {8Cir.
2006)). Although a complaint need not contain “detailed factual allegations,” it must
contain sufficient factual allegations “to raise a right to relief above the speculative
level.” Bell Atl. Corp. v. Twombly550 U.S. 544, 555 (2007). In addition to the
pleadings, the Court may properly consider materials that are necessarily embraced by
the pleadings. Enervations, Inc. v. Minn. Mining & Mfg. Go380 F.3d 1066, 1069

(8" Cir. 2004).



Il. BREACH OF FIDUCIARY DUTY

A. Exculpated Breach of Fiduciary Duty Claims

The parties first dispute whether Plaintiffsllegations state a nexculpated
breach of fiduciary dutglaim against the DefendaritsUnder Minnesota law, generally
“[a] director’s personal liability to the corporation or its shareholders for monetary
damages for breach of fiduciary duty as a director may be eliminated or limited in the
articles [of incorporation].” Minn. Stat. § 302A.251, subd. 4There are, however,
exceptions to this rule.Relevant to this caséMinnesota law dictates that the articles

cannot limit a director’s liability foa breach of the “duty of loyalfl/“acts or omissions

L1 LN 11

not in good faitli’ “intentional misconduct or a knowing violation of the lawey” “for
any transaction from which the director derived an improper personal benédit

subd. 4(a)-(e).

* The amended complaint refers to Akradi as an “Individual Defefidaott [member
of] the ‘Board.” (Am. Compl.y 24.) The amended complaint atepeatedly statas seeks to
hold Akradi accountabl in his capacity as Life Time directerthe pleading provides that the
action relates to “the Board’s breaches of fiduciary duty under Minnetsdéalaw,” (id. T 1),
was brought against the members of Life Time’s Board of Director&l’)( and was fed “[a]s
a result of the Board’'s breaches of fiduciary dutyd’ | 9). The amended complainéver
states that the breach of fiduciary duty claim against Akradi relates tapesity as an officer
of Life Time. See idff 108112.) Moreover, although Plaintiffs’ respgve briefing statem
a conclusory manner that, “[n]o officer in Akradi’s position could have been influenced by a
honest desire to serve the interests of the Company and its shareholdersiérl.’en Opp’n
at 27, Nov. 21, 2016, Docket No. 178),the briefing did not otherwise raise any argument
regarding Akradi’s liability a aLife Time officer. InsteadPlaintiffs rely upon director liability
casedo supporttheir claim against Akradi (Id. at 25.) The Court may rejgcan argumenif
framed as a “conclusory assertion” lacking any “analysis of the relevant ldactst” See
Vandenboom v. Barnhar21 F.3d 745, 750 (8Cir. 2005). As Plaintiffs failed to provide any
legal argurent regarding officer liabilitythe Court will only address the claim against Akradi in
his capacity as a Life Time director.



Since at least July 2004, Life Time’s articles exculpated its directors to the fullest
extent permissiblainder Minnesota law. (DeBoard’'s Answer Ex. B at Art. IX,
Oct. 28, 2016, Docket No. 158.) As the merger occurred after Life Time adopted the
excupatory provision, any breach of fiduciary claim against the Defendants sounding in
“negligence orvengross negligencearising from the merger fails as a matter of law
becausésuch allegatios would constitute only a breach thfe exculpated duty of care.”
Kococinski v. Collins935 F. Supp. 2d 909, 9B (D. Minn. 2013). Plaintiffs argue
they pleaded norexculpatedoreach of loyalty and good faith claims against the Board
and Akradi® The Court will first analyze the claims against the Board, and tihen

claims against Akradi.

B. The Board
1. Duty of Loyalty
Under Minnesota law, thdiduciary duty of loyalty prohibits directors from
serving Ttheir] own personal interests at the expense of the corporation and its
stockholders.” Bartholomew v. Avalon Capital Grp., IncNo. 09-1279, 2010 WL

3033727, at *3 (D. Minn. July 27, 201@®uotingDiedrick v.Helm, 14 N.W.2d 913919

® Plaintiffs also assert that the Board breached aexcnlpable duty of acting in
knowing violation of lawpursuant to Minn. Stat. § 302A.251, subd. 4(b)dose the Board
allegedly failed to prompjlform the $ecial Committee pursuant £302A.673 subd. 1(d)(1)
However, Plaintiffs failecexplainhow 8 302A.673 subd. 1(d)(1)ppplies to the instant action as
Plaintiffs never alleged person or entityvas an “interested shareholder” for purposes of that
statutory provision Id., subd. 1 (providing an issuing public corporation may not engage in any
business combination with d&mterested shareholdeunless approved by a special committee
pursuant tothe provisions of subdivision 1(d)). The Cotinereforedeclines to address. it
Barnhart 421 F.3cat 750 (providing a Court may reject argument wheit lacksany “analysis
of the relevant law).



(Minn. 1944)). Plaintiffssole allegationthat supportsuch a claim is that the Board was
entitled to “accelerated vesting thfeir stock options as a result of the change of control
that took place as a result of the Buyout.” (Am. Compl. § 61.) Plaintiffs explained that
“[flo r example, outstanding shares of restricted stock, . . . entitled the holder to receive an
amount of cash equal to the fsrare merger consideration in accordance with the same
terms and conditions as applied to holders of Life Time common stock gener&dly.” (
However, Plaintiffs’ allegations suppafinding thatthe Board’s interest aligned
rather than conflicted with Life Time'shareholders, as the Board was entitlech&wger
consideration with the “same terms and conditions as applibadlters ofLife Time
common stock.” (Id.) Indeed, Delawareourts repeatedly hold that vesting of stock
options during a merger is not a breach of the directors’ duty of loyaBge h re
BioClinica, Inc. S’holder Litig, No. 8272VCG, 2013 WL 5631233, at *5, (Del. Ch.
Oct. 16, 2013) (Plaintiffs’ contention that the vesting of stock options in a change of
control transaction implicates the duty of loyalty is frivolol®elaware courts recognize
that stock ownership by decisiomakers aligns those decistamakers’ interests with
stockhotler interests; maximizing pricg see also Globis Partners, L.R. Plumtree

Software, Ing.No. 1577-VCP, 2007 WL 4292024, at *9 (Del. Ch. Nov. 30, 2007) (noting

® There are very few Minnesota cases that interpret corporate fiduciary dutBglof |
or good faith and generally Delaware decisions on pleading exculpated cimangersuasive.
See, e.g., Markewich ex rel. Medtronic, Inc. v. CollB32 F. Supp. 2d 802, 8q®. Minn.
2009)(citing Delawae cases for the proposition that plaintiffs hatlee'more difficult burden of
pleading a nofexculpated claim to avoid dismissalRuppv. ThompsonNo. C503-347, 2005
WL 2757129, at *68 (Minn. Dist. Ct. Jan. 12, 2005discussing several Delaware cases
regarding duty of loyalty and good faith). Thus, when relevant, this Couralsd consider
Delaware law.
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although “the acceleration of unvested options could be viewed as an inducement to
effectuate the Merggrit “does not create a conflict of interest because the interests of
the shareholders and directors are aligned in obtaining the highest pHcet);v.
ProNet, Inc, 744 A.2d 523, 528 n.16 (Delh. 1999) (noting that a higher merger price
“benefits the optiorholding directors as much as, if not more thdme regular
stockholders”).

Similarly, the Board here had an incentive by virtue of their stock options to
obtain the maximum merger consideration. Such an incentive aligntheitihareholder
interest especially as the Board considered financial analyses and discussed the benefits
and risks of a REIT transaction before favoring iterger There is no other evidence
the Board sought to further their own personal interests at the expense of Life Time
shareholders. Thus, the Court finds the fatftsgeddo not support a breach of the duty

of loyalty claim against the Board.

2. Duty of Good Faith
The Court must next determinghether Plaintiffs allegations thatthe Board
allowed Akradi to control the mergemnd that the Board ignored the value of the real
estate assets breached the Board'’s fiduciary duty of good faith.
Under Minnesota law,‘[g] ood faithi means honesty in fact in the conduct of the
act or transaction concerned.” Minn. Stat. 8§ 302A.011, subdseE3also Augustine v.
ArizantInc., 751 N.W.2d 95, 100 (Minn. 2008)In fact, ‘only a sustained or systematic

failure of the board to exerciseersight —such as an utter failure to attemptgsure a
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reasonable information and reporting system existdl establish the lack of good faith
that is a neessary condition to liability.””Markewich ex rel. Medtronic, Inc. v. Collins
622 F. Supp.2d 802, 81a11 (D. Minn. 2009) (quotingn re Caremark Int'l Inc.
Derivative Litig, 698 A.2d 959, 971 (Del. Ch. 1996)). Breach of the duty of good faith is
based “on a showing that the directors were conscious of the fact that they were not doing
their jobs.” Id. at 811 (quotingsuttman v. Huang23 A.2d 492, 506 (Del. Ch. 2003))
Plaintiffs never pleaded that the Board acted dishonestllgat their actions rose
to the level of conscious disreganfitheir duties. Instead Plaintiffs allegehatthe Board
acted inappropriately byailing to allow a bidding war between Party A and the Buyout
Group; failing to consider REIT aalyses;abdicating the sales process to Akraahd
agreeing to deal protection devices with the Buyout Group.
With respect to Plaintiffs’ allegations that the Board failed to allow a bidding war
or consider REIT analysethe law is clear that the Board is not liable fimiting to carry
out a perfect process, which would at most leaahtexculpated duty of care clainhn re
BJ’'s Wholesale Club, Inc. Bolders Litig, No. 6623VCN, 2013 WL 396202, at *7 (Del.
Ch. Jan 31, 2013) (“[A]llegations that the Board should have done more, even if
supported by welpleaded facts, would, at best, only support a duty of care ¢aiithe
Proxy states that the Board sought highest and best offers from Party A and the Buyout
Group,Party A indicated that its best and final offer was $72.00 per share, (ProxXy at 46
and the Board relied on financial analyses that indicated $72&6 fair merger
consideration, id. at 4849). Plaintiffs’ allegation that the Board ignored the value of

Life Time’s real esate isconflicts withthe Proxy’s statement thalhe Board met with the
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financial advisors Wells Fargo and Guggenhéardiscuss théwo merger proposals as
well as a REIT conversionid( at 43), and considered the REdhalyses as well as the
“uncertainties and risks associated” with a REIT conversidna( 44).

Moreover, the Board did not breach the duty of gfath by allowing Akradi to
privately negotiate terms with biddergirst, “it is appropriate for a board to enlist the
efforts of management in negotiating a sale of coyitsdlayne Cty. EmpsRet. Sys. v.
Corti, No.3534-CC,2009 WL 2219260,tet 13 (Del.Ch. July 24, 2009)and “[i]t is well
within the business judgment of the Board to determine how merger negotiations will be
conducted, and to delegate the task of negotiating to the Chairman and the Chief
Executive Officer, In re NYMEX S’holder lig., Nos. 3621VCN, 3835VCN, 2009 WL
3206051, at *7 (Del. Ch. Sept. 30, 200Moreover, Plaintiffs’ allegations demonstrate
that the Boardestablished a Special Committee which, before deciding to approve the
merger, engageth discussionwith financial advisorsevaluated financial reports and
analyses,weighed the risks of @&REIT transaction, and chose the timeframe and
procedures for the merge(SeeAm. Compl. 1 4353; Proxy 4847.) Suchfactsdo not
support a finding thathe Boardconsoously disregarded its duties rising to a breach of
good faith.

Finally, Plaintiffs assert that the Defendants improperly adopted devices sach as
no-solicitation provision, a matching rights provision, anda termination fee.
Nonetheless, “[tje mere inclusion of such routine [deal protection] terms does not
amount to a breach of fiduciary duty . . Delaware courts have recognized that these

provisions are common in merger agreements, and may sometimes be necessary to secure
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a strong bid.”In re Novell, Inc. S’holder Litig.No. 6032-VCN, 2013 WL 322560, at *10
(Del. Ch. Jan. 3, 2013). The Court agréest adopting deal protection devices alone is
not enough to rise to a level of “sustained or systematic failure of the board to exercise
oversight to satisfy a breach of good faith clainCollins, 622 F. Supp. 2at 810-11
(quotingIn re Caremark Int’] 698 A.2d at 971).

Thus, as Plaintiffs’ pleading fails as a matter of law to support a nonetedilpa
breach of good faith clairor breach of loyalty claim against the Board, the Court will
grant the Board’s motion for judgment on the pleadings. The remaining issue is whether

Akradi breached a fiduciary duty of loyalty or good faith to the shareholders.

C. Akradi

Plaintiffs allegeAkradi had a conflict of interest with Life Time’s shareholders
becauseinstead of pursuing a REIT transaction, Akradi forced an undervalued sale to his
favored bidder to ensure his continuing interest in the surviving compaithough
Plaintiffs assdrthese allegationsupportboth a breach of loyalty and good faith claim,

the claim is properly classified solely as a breach of loyalty cfaim.

" Theduty of loyalty prohibits a director from serving “personal interesthe expense
of the corporation and its stockholder&artholomew 2010 WL 3033727, at *3 (quoting
Diedrick, 14 N.W.2d at 919). Akradi’s purported conflict of interest appears to fall withmauc
claim. On the other hand, breach othe duty of good faith requires dishonest agtdor a
conscious disregard of performing director dutieSeeMinn. Stat. § 302A.011, subd. 13;
Collins, 622 F. Supp2d at 81011. Plaintiffs did not explain how Akradi’'s alleged conflict of
interest also qualifies as dishonest conduct or a conscious disregard of hisathatitree Board
authorized Akradi to negotiate terms with the bidding companies and his survivirggirnitethe
company was disclosed to the shareholders in the Pr&eeP(oxy at7-8, 40-43)
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The Court finds that, pursuant to Minn. Stat. § 302A.2%t disinterested Life
Time shareholdergatified the transactionprecludinga breach of loyalty clainagainst
Akradi. See Holdahl v. BioErgonomics, In&No. 27-CV-10-24236,2012 Minn. Dist.
LEXIS 241, *3435 (Minn. Dist. Ct. Feb. 8, 2012) (“The Director Defendants complied
with the [Minn. Stat. 8§ 302A.255] procedures for an interested director transaction and
this Court may not, consistent with Minnesota law, seaumeks the Special
Committee’s decision.Therefore, summary judgment must be granted on the breach of
duty of loyalty claim for all of the Defendant Directors.&ff'd, No. A121495, 2013
Minn. App. Unpub. LEXIS 105 (Minn. Ct. App. Feb. 4, 2013).

Minnesota Statut@ 302A.255 subd 1, provides that “[a] contract. . between a
corporation and an organization in or of which one or more of its directoiisave a
material financial interest, is not void or voidable because the director or directors or the
other organizations are parties” if the “material facts” of the transaction and the director’s
interest are “fully disclosed” and the transaction is approved by an affirmative vote by
two-thirds of disinterested shareholders entitled to vote.

Here, theparties do not dispute that tloksinterested Life Time shareholders
excluding Akradi’'s and the Board’'s sharesapproved the transaction, witil.65%
voting in favor. Instead, Plaintiffs argue that the Life Time shareholders were not
provided the “material facts” regarding the transaction for purposes of the st@hde.
only omissions Plaintiffs alleged to be &aterial” were the nondisclosuref Akradi’s
rollover agreement terms and the omissadthe market valuef Life Time’s real estate

assets from the Proxy. (Am. Compl. {1 75-84, 108.)
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AlthoughMinn. Stat.§ 302A.255 does not define or explain what it means to fully
disclose a material fact for purposes of shareholder ratifiafinnesota ourts
addressing materiality for breach of fiduciary duty claims have turned to federabtzav.
Berreman v. West Publ’lg G615 N.W.2d 363, 371 (Minn. Ct. App. 200@)qcussing
federal securities standard to determine materiality of undisclosed facts for plaintiff's
breach of fiduciary duty claim against shareholders in close corporatWdsiper v.
Naegele No. 11-855,2012 WL 2906299, at *6 (D. Minn. July 16, 2012) (applying
federal standard to state law claim for breach of doityisclose material facts brought
against membeof closelyheld company) Gottlieb v. Willis No. 122637, 2012 WL
5439274, at *3 (declining to hold that “Minnesota would imposermmontaw duty to
disclose information in a proxy statement beyond what is required by federal securities
laws or relevant state statutgsPlaintiffs have not offered — and the Caarhotaware—
of any Minnesota case suggesting a greater duty to disclose than that required by federal
securities law.

The Court has already addressed and dismissed Plaiféiffstal securities law
claim that the Proxy allegedly omitted the full terms of Akradi’s rollover agreement. The
Court found thathe ‘[s]hareholders had substantial information about Akradi’'s Rollover
Agreement . . . and the proxy painted a ‘sufficiently accurate picture so as not to
mislead.” Lusk 213 F. Supp. 3d at 1132 (quotingLane v. Page581 F. Supp. 2d
1094, 1121 (D.N.M. 2008) Thus,paralleling federal securities law, the Court finds that
by virtue of the Proxy, the shareholders were duly informed about Akradi’s conflict of

interest for purposes of Minftat. 8§ 302A.255. As the Court previously explained,
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“Plaintiffs have not explained how a disclosure of the actual market value of Life Time’s
real estate would have substantially altered the total mix of information available.
Indeed, shareholders were specifically apprised of potential outcomes REIT
conversion transaion.” Id. at 1131.

Therefore, as the shareholders’ vote extinguishes the brealsh bluciary duty
of loyalty claim against Akradpursuant tavlinn. Stat.§8 302A.255 the Courtwill grant

Akradi’s motion for judgment on the pleadings.

ORDER

Based on the foregoing, and all the files, records, and proceedings hErSn,
HEREBY ORDERED that:

1. Defendants Giles H. Bateman, Jack W. Eugster, Guy C. Jackson, John K.
Lloyd, Martha A. Morfitt, John B. Richards, and Joseph S. Vassalluzzo’s Motion for
Judgment on the Pleadings [Docket No. 16@&RBANTED.

2. Defendant Bahram Akradi’s Motion for Judgment on the Pleadings [Docket
No. 160] isGRANTED.

3. Plaintiffs’ claims areDISMISSED with prejudice.

DATED: August 6, 2017 s/John R. Tunheim
at Minneapolis, Minnesota. JOHN R. TUNHEIM
Chief Judge

United States District Court
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