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1 HONORABLE RONALD B. LEIGHTON
2
3
4
5
© UNITED STATES DISTRICT COURT
7 WESTERN DISTRICT OF WASHINGTON
AT TACOMA
8
STELLAR J CORPORATION, CASE NO. C12-5982-RBL
9
Plaintiff, ORDER DENYING DEFENDANTS’
10 MOTIONS TO DISMISS AND
V. GRANTING PLAINTIFF'S MOTION
11 TO AMEND
UNISON SOLUTIONS, INC., and
12 ARGONAUT INSURANCE COMPANY, (Dkt. #18, 21, 22)
13 Defendants.
14
Plaintiff Stellar J Corporation sued Uais Solutions, Inc. and Argonaut Insurance
15
Company, alleging breach of contract and fzaith. Both Unison and Argonaut move to
16
dismiss. In response, Stellar J moves to amend its complaint. The Motions to Dismiss are
17
DENIED, and the Motion to Amend is GRANTED.
18
I. FACTS
19
In April 2009, Klickitat Public Utility Distrct contracted with Applied Filter Technology
20

to provide equipment and services for Klicki®UD’s landfill gas cleaning project. AFT,
- however, was unable to obtain a bond for tleggmt. With Klickita PUD’s consent, AFT
= assigned its contract with Klickitat PUD to Stella AFT remained obligated to perform work
zj for Klickitat PUD’s project under this agreement.
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In May 2009, AFT contracted with Unison poovide equipment for the project. A
month later, Unison obtainedoand from Argonaut, which requotéArgonaut to pay AFT and
Stellar J if Unison failed to provide the nesay equipment under the May agreement.

Stellar J sued Unison and Argonaut, allegirag thnison and Argonaut failed to perfor
their contractual obligations under the May a&gnent and that Argonaatted in bad faith by
refusing to pay on its bond. Unison and Argormaate to dismiss Stellar J's claims against
them, arguing that Stellar J 1)ddnot sufficiently plead diversityrisdiction, 2) failed to join
necessary and indispensable parl€lickitat PUD and AFT), and 3) has failed to state a clali

Stellar J moves to amend its complaintharify its allegation@bout the parties’
citizenship, and to include a claim against Argot under Washingtonlasurance Fair Condug
Act. Argonaut opposes the motion, arguing Stellar J's IFCA amendments would be futile

II. DISCUSSION
1. Unison and Argonaut’s Motions to Dismiss are Denied.
a. Stellar J Sufficiently Pled Diversity Jurisdiction in its Complaint.

Unison and Argonaut argue Stellar J did ndtisiently plead divergy jurisdiction under
28 U.S.C. § 1332, because Stellar J did notgkelboth the state of incorporation and the
principal place of business for all of the corporzdeties in its complaint. Def.’s Mot., Dkt. #1
at 5; Def.’s Mot., Dkt. #21 at 4. Unison&Argonaut, however, do not actually dispute the
existence of diversity jurisdiain, which is clearly met in thisase—the parties are diverse an
the amount in controversy exceeds $75,088e28 U.S.C. § 1332.

Stellar J’'s complaint sufficiently estaliiesd the parties’ citizenship. The complaint

states Stellar J is a Texas cogi@mn with a principaplace of business Washington. Compl.,
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Dkt. #1 at 1-2. The complaint also states Onis an lowa corpoti&n and Argonaut is an
lllinois corporation. Cmpl., Dkt. #1 at 2.

Even if Stellar J's allegatiorsf citizenship were not suffient, Stellar J moves to amer
its complaint to further clarify the parties’ citizenship. P\et., Dkt. #22 at 5-6. Thus, the
sufficiency of diversity jurisdiction in the oiilgal complaint is moot, and Unison and Argona
Motions to Dismiss on thibasis are DENIED.

b. Neither Klickitat PUD nor AFT is an Indispensible Party.

Unison and Argonaut also argue that biglickitat PUD and AFT are necessary and
indispensable parties under Federal Rule of Civil Procedure 19, and that Stellar J's failure
them requires dismissal under Rule 12(b)(7)f.’B#&lot., Dkt. #18 at 7-9; Def.’s Mot., Dkt. #3
at 4-8.

First, the Court must determine whether aseal party should be joined as a “necess
party under Rule 19(a). A party is “necessary(aifthe Court cannot accord complete relief
among the existing parties in that party’s abseocé)) the absent partlaims an interest
relating to the subject of the saihd is so situated that dispas of the suit in that party’s
absence may: (i) impair or impede an interest pgactical matter, or (ii) leave existing parties
subject to a substantial risk @buble, multiple, or otherwise inconsistent obligations. Fed. R
Civ. P. 19(a).

If a necessary party canrim joined for practical or fisdictional reasons, the Court
must then determine whether in “equity ajubd conscience” the suit should be dismissed
because the party is “indispensable.” Fed. R. Bi 19(b). An indispensible party is a party
whose participation is so importaitthe case’s resolution that the suit must be dismissed if

absent party’s joindds not feasible.ld.
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Klickitat PUD is neither a necessary noriagdispensable party. First, Klickitat PUD is
not a party to the contract asue in this case. Generally, a natyp# a commercial contract i
not a necessary party to the litigation of rights under that contéaet, e.gHelzberg’'s
Diamond Shops, Inc. v. Valley W&sts Moines Shopping Center, In864 F.2d 816, 820 (8th
Cir. 1977);Trans Pacific Corp. v. South Seas Enters.,[281 F.2d 435, 436-37 (9th Cir. 196
Additionally, Klickitat PUD does not have awopligations under thbond between Unison and
Argonaut. Compl., Dkt. #1 at 7—-&Jnison and Argonaut’s clainteat Klickitat PUD and AFT’S
separate contract is legally vade also unpersuasive, and it isffam clear that it would be a
defense in any evenSeeDef.’s Mot., Dkt. #18 at 9; dés Mot., Dkt. #21 at 7-8.

AFT, however, is a necessary party. AFR&igarty to the contract at issue and has
existing obligations under themwact. Compl., Dkt. #1 at 5-6. Accordingly, AFT has an
interest in the subject matter of this suit as a potential claimant.

While AFT is a necessary party, it is notiadispensable party. AFT can be joined in
this lawsuit as a plaintiff without destrayg subject matter jurisdiction. The Court has
independent diversity jurigction over AFT’s claims under 28 U.S.C. § 1332. AFT is
headquartered in Washington Sta@ompl., Dkt. #1 at 2. AF therefore diverse from both
Unison and Argonaut, and the amount in controversy exceeds $756628 U.S.C. § 1332.
AFT’s joinder is feasibleinder Rule 19(a).

For these reasons, neither Kitat PUD nor AFT is an idispensable party requiring

dismissal.
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c. Stellar J Adequately States a Claim.

Finally, Unison and Argonaut arg\tellar J fails to stateckaim under Article 2 of the

Uniform Commercial Code, and th&sellar J’'s claims should lmBsmissed under Rule 12(b)(6).

Def.’s Mot., Dkt. #18 at 10; Oés Mot., Dkt. #21 at 8-10.
Dismissal under Rule 12(b)(6) is proper whlea complaint fails to allege either a

cognizable legal theory or sufficiefaicts under a cognizable legal theoBhroyer v. New

Cingular Wireless Services, In622 F.3d 1035, 1041 (9th Cir. 2010). Unison and Argonaut

argue this case involves a “supply bond” govermgd)CC Article 2. Def.’s Mot., Dkt. #18 at
10; Def.’s Mot., Dkt. #21 at 9—10They argue Stellar J must sgféntly plead that it rejected
Unison’s goods, and that Stellar J failed to doBef.’s Mot., Dkt. #18 at 10; Def.’s Mot., Dkt|
#21 at 10. In response, Stellar J arguescise involves a “performance bond” not governe(
UCC Article 2, and therefore itsifare to plead an element of a UCC claim is irrelevant. Pl.
Resp., Dkt. #25 at 14.

The type of bond at issue is a factual quedtian cannot be resolved at this stage.

Further, Stellar J’s complaint sufficiently allegelibgally cognizable breach of contract claim.

Stellar J pled a claim based on its performasfae contract, Unisonral Argonaut’s breach of
that contract, and damages stemming fronbtieach. The Motions tDismiss under Rule
12(b)(6) are DENIED.
2. Stellar J's Motion to Amend its Complaint is Granted.
a. Stellar J Satisfied the Insurance Fair Conduct Act’'s Notice Requirement.
Under the IFCA, a plaintiff “must provide itten notice of the basis for the cause of
action to the insurer and office of the insumgommissioner” twenty days before filing an

IFCA claim. Wash. Rev. Code § 48.30.015(8)(A)gonaut argues Stellar J failed to comply

N




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

with IFCA’s twenty-day notice requirement Bynending its complaint to add an IFCA claim
based on facts already in the complaiDef.’s Opp’n, Dkt. #30 at 3—4.

Nothing in the IFCA prevents a plaintiffom amending a complaint to add an IFCA
claim—even if the IFCA claim is based on faabeeady in the complaint. Further, the IFCA
only requires notice before an IFCA claim is filéBleeWWash. Rev. Code § 48.30.015(8).

Stellar J complied with IFCA’s notice reqement for its IFCA claim. In November
2012, Stellar J notified Argonautatit would be seeking remedi under the IFCA. Straus
Decl., Dkt. #23 at 1-2. Argonaut did not respondai& Decl., Dkt. #23 at 2. After the twen
day notice period passed, Stellar J moved to antermdmplaint to add an IFCA claim. Pl.’s
Mot., Dkt. #22. Thus, Stellar Jtssdied IFCA'’s notice requirement.

b. Stellar J is Not Required to Plead Notice for its IFCA Claim.

Argonaut also argues Stellar J failed to pleadhpliance with IFCAs notice requiremen
in its Amended Complaint, and therefore IRCA claim should be dismissed under Rule
12(b)(6). Def.’s Opp’n, Dkt. #30 at 4.

Stellar J is not required to plead IFCA'stice requirement in its complaint—Stellar J
only required to satisfy IFCA’s notice requiremenBeeWash. Rev. Code § 48.30.015(8). A
discussed above, Stellar J shéid IFCA'’s twenty-day notice requirement. Dismissal under
12(b)(6) is not warranted, and Argonaut’s motion is DENIED.

c. The Court Has Subject Matter Jurisdiction Over Stellar J's IFCA Claim

Finally, Argonaut argues the Court does Imate subject matter jwdiction over Stellar
J's IFCA claim, because the use of “superior taunrthe IFCA vests exclusive jurisdiction in

Washington State’s Superior Couief.’s Opp’n, Dkt. #30 at 6.
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Countless IFCA cases have been broughtderal district court since the statute’s
enactment in 2007SeePl.’s Resp., Ex. 2, Dkt. #31. Asgwiously discussed, the Court has
diversity jurisdiction oer this case under 28 U.S.C. § 1322gonaut does not cite a single ca
that would prevent the Court from hearing tase under 28 U.S.C. 8§ 1332, and there is no
or logical support for this novel claim.

For these reasons, the Court has subject mattediction over StellaJ’s IFCA claim.

[1l. CONCLUSION

For the reasons stated above, the Motions to Dismiss (Dkt. #18, ZNfHit&D, and

the Motion to Amend (Dkt. #22) GRANTED.

Dated this 11 day of April, 2013.

OB

RONALD B. LEIGHTON
UNITED STATES DISTRICT JUDGE
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