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APPELLATE SPOTLIGHT

CAFA ruling friendly to plaintiffs

By Sheri Qualters

STAFF REPORTER

A PRECEDENT-SETTING 3d U.S. Circuit
Court of Appeals opinion took a broad
view of when Class Action Fairness Act
cases can move to state court from
federal court.

The court analyzed two separate
issues of first impression related to
CAFA’s so-called local controversy ex-
ception.

In a written opinion by Circuit Judge
D. Brooks Smith released on March 26,
a three-judge panel decjared that the
local controversy exception doesn’t
' require every class member to assert a
claim against the local defendant in
order to exempf the case from federal
Jjurisdiction. Kaufman v. Allstate New

mental contamination.

The 3d Circuit remanded the case to
the U.S. District Court for the District of
New Jersey for reconsideration of the
court's significant-basis analysis, which
Smith wrote was erroneously based on
“generic market share” numbers in-
stead of the defendants’ conduct.
Kaufman v. Alistate Insurance Go., No.
3:07-cv-06160 (D.N.I.).

State law invoked

The plaintiffs in the underlying dis-
pute are consumers who bought auto-
mobile insurance from six defendant
companies. The plaintiffs claim that the
company's practices violate New Jersey
law and insurance contracts because
they don’t compensate insured parties
for the diminished value of automobiles

Jersey Insurance Co., nos. that are involved in acci-
08-4911, 08-4912, 08- dents, only for the dollar
49}5!1. i valg;a1 of {.he Tepairs. .

e court also clarifie e claims against the
that a CAFA case can be companies include breach
moved to state court if the of contract, breach of an
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oth—of two tests of the and fair dealing and viola-
. so-called principal injuries tion of the New Jersey
provision. Consumer Fraud Act.
Smith wrote that a case The plaintiffs have
could move to state court since voluntarily dismissed
if the p}-incé?al i]?;fiei; ﬂfm“ I;ilafencl.'m:hcompa-
stemming from either the nies. However, they are
local defendant’s alleged asking the court to order
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“[The defendant] Liber- laintiffs more informa-
A b

ty [Mutual Fire Insurance Co.]’s inter-
_pretation is at odds with the plain lan-
‘guage of the provision,” Smith wrote.
“We need not inquire beyond that lan-
guage.”

Defining ‘significant basis’

Smith wrote that CAFA's so-called
significant basis provision in the local
controversy exception requires that a
case name at least one local defendant
whose alleged conduct forms a signifi-
cant basis for all class members’
claims. It is not necessary that the en-
tire class asserts claims against the lo-
cal defendant, he said.

“The significant basis provision ef-
fectively calls for comparing the local
defendant’s alleged conduct to the al-
leged conduct of all the defendants,”
Smith wrote. “If the local defendant’s
alleged conduct is a significant part of
the alleged conduct of all the defen-
dants, then the significant basis provi-
sion is satisfied.”

Smith also relied on an 11th Circuit
ruling, which indirectly reached the
same conclusion, Evans v. Walter In-
dus. Inc., 449 F.3d 1159 (11th Cir.
2006). The 11th Circuit said that the
plaintiffs failed to prove the local de-
fendant’s role in alleged local environ-

tion about the companies' claims-
processing procedures; and require the
defendants to take these steps with
future policies.

The 3d Circuit's interpretation of
both CAFA provisions was based on a
plain reading of the statute, said Eric
D. Katz of Roseland, N.J.-based Mazie,
Slater, Katz & Freeman, who argued
the case on behalf of the plaintiffs.

“The ruling follows the limits of
CAFA jurisdiction,” Katz said. “The de-
fendants were using CAFA as a blanket
sword to get everyone into federal
court, where they think they'll get a
fairer shalce. This opinion would limit
CAFA jurisdiction to only those cases
for which CAFA jurisdiction would be
appropriate.”

Meloney Cargil Perry, a Dallas litiga-
tion partner at Chicago-based Meclkler
Bulger Tilson Marick & Pearson who
was one of two defense attorneys who
argued the 3d Circuit case, declined to
comment. Perry said she could not im-
mediately reach her client, Geico In-
surance Co., for permission to com-
ment.

Mark Arnold, a St. Louis-based liti-
gation partner who argued the case for
Liberty Mutual, did not return a call for
comment.
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