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INTHE UNITED STATESDISTRICT COURT
FOR THE MIDDLE DISTRICT OF PENNSYLVANIA

JEDDO COAL CO.,, : Civil. No. 3:16-CV-621
Plaintiff : (Judge Mariani)
V. : (Magistrate Judge Carlson)

RIO TINTO PROCUREMENT
(SINGAPORE) PTDLTD., et al.,

Defendants

MEMORANDUM ORDER

This litigation arises from the defendangéeged breach of their obligations
to purchase coal from the plaintiff gurant to a long-term supply agreemeiboc.
73.) According to the plaintiff, JeddGoal Company, the parties’ agreement
obligated the defendant, Rio Tinto, torpliase coal from dielo in annual quantities
and at defined pricesThe original complaint allegethat Rio Tinto anticipatorily
breached its purchase obligatsofor the year 2016.

Now pending before the Court isdt®’s motion to amend the original

complaint to include additiohallegations to show that Rio Tinto did breach its 2016

1 There are several defendants in taise, all of which are related Rio Tinto
entities, and for simplicity they shall be refd to singularly as “Rio Tinto” in this
memorandum.
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purchase obligations, and breached itxpase obligations for the years 2017 and
2018. The proposed amendment seeks teeeleddo’s damages claims to reflect
Rio Tinto’s alleged breaches of the pluase agreement in 2016, 2017, and 2018,
provides allegations regarding market priocesoal relevant to calculating damages,
drops claims against one defendant, anttasaminor textual ng@sions to reflect
proper tense given thgassage of time.

Rio Tinto opposes the motion, arguing that the deadline for amending
pleadings expired in early 2018, and tdesadline was not extended by the Court
when it later adjusted other case-manageindeadlines. Acedingly, Rio Tinto
argues that Jeddo errs in seeking pssian to amend the complaint under the
permissive standards prescribed by Ruleflthe Federal Rules of Civil Procedure.
Instead, Rio Tinto contends that Jeddaiotion should be governed by the more
restrictive standards applicable underleRd6, which provides that a pre-trial
schedule set by court order ynsubsequently be modid only upon a showing of
good cause, which Rio Tinto mé&ains is absent here.

Upon consideration of Jeddo’s motione t@ourt agrees with Rio Tinto that
because the deadline for amending pleadwas not explicitly adjusted in the most
recent amendment to the case-managepreletr, Rule 16 governs whether to allow
amendment after the deadline has expirBévertheless, the Court also finds that

whether this matter is governed by Ruleat3Rule 16 is ultimately of no moment,



because Jeddo has demonstrated good cause to permit amendment, particularly in
the procedural context of this case,amhthe litigation has been suspended during
two separate periods whehe parties were seeking tesolve this commercial
dispute through settlement or mediationgaedings, and where other delays have
plagued the pace of discovery. Becawsefind that Jeddo has demonstrated good
cause, and because we do not perceivepartycular prejudice to Rio Tinto, which

can hardly claim surprisat the proposed amendments to the complaint, Jeddo’s
motion will be granted and the proposedended complaint will be docketed.

[I.  PROCEDURAL HISTORY

Jeddo initiated this litigation on Aprl4, 2016, by filing a complaint. (Doc.
1.) Rio Tinto moved to disiss, arguing that Jeddo’s coatt claims were not ripe
because the year 2016 had not passechcgD14, 18.) IMarch 2017, the court
denied Rio Tinto’s motionwith the exception of the dismissal of claims against
Quebec Metal Powders, Ltdvhich had merged into ored the other defendants.
(Doc. 31.) Rio Tinto answered the cdaipt and asserted a defense against
enforcement of the liquidated damaga®vision provided for in the purchase
agreement, arguing that it constitutesumenforceable penalty. (Doc. 34.)

It appears that after this time, thatps engaged in sonienited discovery,
but little progress was made on the Hktign because the parties committed

substantial energy towards trying to resothe case through mediation. Toward
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that end, the parties suspended active tiogawhile they turned their attention to
the mediation process, whiavas ultimately unsuccessfu{Docs. 36, 37.) Then,
when the case resumed, the parties fouathielves entangled in discovery disputes
that necessitated court assistance to resolitigation was also delayed while the
parties returned to mediation proceedimgthe summer of 2018, during which time
discovery was stayed.

In August 2018, the ptes advised the Court dh the second round of
mediation had proven unsuccessful, andpigies requested entry of a new case-
management order, which issued on Au@4st2018. (Doc. 71.Yhat order, which
was built around proposed deadlines thatghsdies provided, set the end of fact
discovery for November 3@018, and a dispositive motions deadline of April 15,
2019. The revised case mgeaent order did not provide for a new deadline to
amend pleadings, and thus the prior caseagament order’s deadline of March 9,
2018, remained the contling date. (Doc. 48.)

1. LEGAL STANDARD

When a party moves for leave tdefan amended complaint after “the
scheduling deadline has elapsed, the aoudt analyze the request under both Rule

15(a) and Rule 16(b) of tifeederal Rules of Civil Prodare.” Williams v. City of

York, Civ. No. 1:15-CV-0493, 2016 U.S. &1 LEXIS 60127, at *7 (M.D. Pa. May

6, 2016) (quoting Heath v. Martin, CiWo. 04-cv-2275, 2013 U.S. Dist. LEXIS
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99906, 2013 WL 37764126 (M.D. Pa. July 17, 2013))Rule 16 provides “district
courts wide latitude to nmage discovery and othergbnal matters, and to set
deadlines for amending pleadings, filimgotions, and completing discovery.”

Eichorn v. AT&T Corp., 484 F.3d 644, 650d(Zir. 2007). Nevertheless, by its

terms the rule provides thathedules may be modifiedter a deadline has expired
“only for good cause and with the judge’s cents” Fed. R. Civ. P. 16(b)(4).

To meet the “good causestandard, a party seeking relief ordinarily must
show that the court’s schedule could notdhaeen “reasonably . . . met despite the
diligence of the party sealg the extension.” Id., adsory committee notes to the
1983 amendment. “[A] party is presummy not diligent if, at the commencement
of the lawsuit, the party knows or is ings@ssion of the information that is the basis

for that party’s later motion to amendChancellor v. Pottsgrove Sch. Dist., 501 F.

Supp. 2d 695, 702 (E.D. P2007); see also Pulchalski Franklin County, 2016

U.S. Dist. LEXIS 46221, at *5 (M.D. Pa. Ap6, 2016) (“After a pleading deadline
has passed, the Third Circuit requires a shgwf good cause iarder to amend. .
.. Under this standard, ‘good cause’ &xiwhen the schedule cannot reasonably be
met despite the diligence of the party seeking the extension.”).

Rule 15(a), in turn, embraces the l#@eunderpinnings of the Federal Rules
of Civil Procedure, and provides that lede amend pleadings may be granted with

leave of court or with the opposing partyssitten consent. FedR. Civ. P. 15(a);



see also Arthur v. Maersk, Inc., 4843d 196, 202 (3d Cir. 2006). Under this

standard, although a decision to grant diomofor leave to amend is committed to

the discretion of the district court, a@an v. Davis, 371 U.S. 178, 182 (1962), courts

should freely grant leave “when justice sguees.” Fed. R. Qi P. 15(a)(2).
Accordingly, under Rule 15 leave shoulddenied only when “it is apparent from
the record that (1) the moving partyshdemonstrated undue delay, bad faith or
dilatory motives, (2) the amendment wold futile, or (3) the amendment would

prejudice the other party.” Diaz v. Piich, 448 F. App'x211, 215-16 (3d Cir.

2011) (citing Lake v. Arnold, 232 F.3d 360, 373 (3d Cir. 2000)).

Although the plaintiff characterizes thevisions to the origal complaint as
“amendments,” under the rules at least sainthe proposed changes — namely, to
include allegations that Rio Tinto camied to breach its obligations under the
purchase agreement in years 2017 and 2@8 more in the nature of supplemental
allegations, since they allegedly occurdedting this litigation. Rule 15(d) governs
supplemental complaints and provides relevant part that|o]Jn motion and
reasonable notice, the court may, on jushgpermit a party to serve a supplemental
pleading setting out any transaction, ocauces or event that happened after the
date of the pleading to be supplemeritedeave to suppleméra pleading should

generally be granted unle$squitable considerations render it otherwise unjust.”



Arthur, 434 F.3d at 204. Equitable coresigtions that may warrant denying leave
to supplement include “undue dgldad faith, and futility.”_Id.

V. DISCUSSION

Jeddo seeks leave to amend its complaint in order to:

e Allege that Rio Tinto breached its purchase obligations in 2016, 2017,
and 2018;

e Set forth the contract prices for 204r7d 2018, which, because they are
tied to an inflation index, couldot have been known at the time the
original complaint was filed;

e Adjust claimed damages in light of the additional alleged breaches;

e Expressly assert damages in the amaofigbntract price minus market
price should Rio Tinto succeed inoping its affirmative defense that
the liquidate damages clausean unenforceable penalty;

e Remove Quebec Metal Powders, Lad.a defendant, and to adjust the
tenses of verbs used throughowt fileading to reflect the passage of
time and bring the pleading current.

Jeddo has submitted both a clean and redliversion of the proposed amended
complaint along with its motion. (Docg3-3, 74.) Jeddo maintains that although
the extant version of the & management order does paivide for a deadline to
amend pleadings, past orders of the Chad fixed this deadline for a month after
the close of discovery, which Jeddo maintasnsensible and allows for adjustments
to be made if needed based upon whigasned during discovery. Jeddo urges the
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Court to embrace a flexible standardomler to allow the amendment out of time,
and notes that although many months hpaesed since this case was initiated,
during much of that time the parties wefither committing their resources towards
settlement efforts or were otherwise engaged in protracted discovery disputes that
caused the litigation to proceed slowliven the limited scopef the proposed
amendments, the fact that the new claatleged can come as no surprise to Rio
Tinto, and because there is no subsshrmrejudice to permitting the additional
claims that relate directly to the originclaims, Jeddo argues that leave should be
granted to amend even after the dim&dfor amending pleadings expired.

Rio Tinto takes a far meower view, arguing that the touchstone for granting
leave under Rule 16 is a showing tha thoving party acted diligently, and Rio
Tinto contends that Jeddo has not eaeknowledged the application of Rule 16,
much less shown that it acted diligently. the contrary, Rio Tinto maintains that
Jeddo inexplicably failed to amend the cdanpt in early 2018 despite being aware
that Rio Tinto had not purchased coal in 2@l 7, and for the &g part of 2018.
Moreover, Rio Tinto notes that Jeddo hiéeged that under the purchase agreement,
if Rio Tinto was going to purchase caal a given calendar year, the purchase
agreement required the parties to agree bscMa of that year regarding a delivery
schedule for the coal to be purchasedoq, 11115-118.) In essence, Rio Tinto

maintains that Jeddo shouldveaknown about all of the proposed revisions to the



complaint prior to March 9, 2018, and camds that this makes this case different
from one where a party learns new facluring discovery and thereafter acts
promptly to make amendments to the plegd based on those new facts. Finally,
Rio Tinto argues that even if Rul#5 governed Jeddo’s motion, it should
nevertheless be denied basa there has been undue gead Rio Tinto will suffer
prejudice if they are forced to defeadainst the new claims at this point.

Although the Court appreciates Rio Ti# legal argumentand rationale for
opposing the motion, upon considerationfime that the motion should be granted
under the factual and procedural circumstamddkis case. BRI Tinto makes much
regarding the passage of time since tlaise was first initiatedut gives less credit
to the reasons for that delay. It is not controverted that in the spring of 2017
discovery in the case was stayed penaimgling on Rio Tinto’s motion to dismiss,
and that only limited discovery occurrédtereafter before the case was delayed by
the parties’ mediation eff@tbefore Magistrate Judge Nedchick. It was not until
sometime in early 2018 that the parteeshanged documents, and many of those
documents became the subject of another discovery dispute over Rio Tinto’'s
designation of the documents as “attorreyes only,” which impaired defense
counsel’s ability to talking with the docwmts with Jeddo represtatives. That
discovery dispute was not resolved untilrh@018, with a ruling in Jeddo’s favor.

(Doc. 64.) A month late during a conference call withe Court, the parties agreed



to attempt mediation again, and the case again stayed. (Docs. 67, 69.) That
mediation took place in July 2018, awds unsuccessful. Discovery resumed but
did not resume in earnest until late in August, in part because Rio Tinto’s counsel
was in the process of moving to a new fam. In late September, Jeddo requested
that Rio Tinto consent to an amendednpdaint (Doc. 77-1), and two weeks later
Rio Tinto declined to consent. (Id.) d@i then filed the instant motion on October
17, 2018. (Doc. 73.)

This procedural history does not refleldtoriness; it show/that the parties
have been engaged in vigospif halting, litigation and that they have proceeded in
a mutual good-faith effort teeek alternative means of rbang their disputes as the
case has proceeded. We agvédl Rio Tinto that Jeddo may have had cause to seek
amendment or supplementation of its clasb®n earlier date, but we do not find
that Jeddo’s failure to have done so nownpels the denial of a motion that seeks
only to clean up a complaint and to asséatms and theoriesf damages that can
come as no surprise to Rio Tinto. also makes little senge require that Jeddo
initiate an entirely separate lawsuit to seelief for Rio Tinto’s alleged breaches of
the purchase agreement in 2017 and 2018, \linese claims relate directly to the
claims that were originally filed andllegedly occurred during this litigation.
Furthermore, Jeddo’s efforts to amene& ttomplaint in order to provide facts

relevant to the calculatioof damages is a foreseeabled sensible response to Rio
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Tinto’s affirmative defense regarding teaforceability of the liquidated damages
clause in the purchase agreement, gkars to comport with what Pennsylvania
law would provide for even in the absenaf amendment. See 13 Pa. Cons. Stat.
Ann. 8§ 2708 (damages of seller for norgg@@nce or repudiation calculated as the
difference between marketipe at the time and place for tender and the unpaid
contract price); 13 Pa. Cons. Stat. ABr2719(b) (providing that where contractual
damages fail to be enforceable, remediay be had as provided for by statute).

Rio Tinto also asserts that it will be prejudiced by the amendment of the
complaint at this late date because discg\whas closed in this matter. Since the
proposed amendment simply conforms ttsslolaims to the facts in this alleged on-
going breach of contract claim, we wduénvision that the need for additional
discovery would be minimalThe facts pertaining to ¢halleged breach pre-date
2017 and 2018. Thus, inclusion of theseitlgal years in the amended complaint
would only be relevant tdamages calculations, anayafurther discovery on these
damages issues could beiled and contained. Therefgrany prejudice suffered by
Rio Tinto through this proposed amendmemtild be eliminatethrough a specific,
narrow and targeted exteasiof discovery deadlines.

Accordingly, considering the factoepplicable to motions to amend under
both Rules 15 and 16; the proceduratdiy of this litigation and the halting

discovery that the partiesgaged in; the delays thatended the parties’ good-faith
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efforts to engage in median of two separate occasigribe fact that Jeddo acted
with dispatch after Rio Tinto declined toncur in the reqeted amendments; and
because we do not find that Rio Tinto will be unreasonably prejudiced by the
proposed amendments, Jeddo’s motion will be granted.

V. ORDER

For the reasons set forth above ISTHEREBY ORDERB THAT Jeddo’s
motion to amend the complaint (Doc. 73) is GRANTED.

So Ordered this4day of December, 2018.

gMartin C. Carlson
Martin C. Carlson
UnitedStatesMagistrateJudge
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