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SUMMARY

The United States District Court for the Southern District of California grants in part and denies in part
Greystar defendants’ motion to dismiss and motion to strike the Second Amended Complaint. The
court denies dismissal under Federal Rule of Civil Procedure 19, holding that property-owning
special-purpose entities are not necessary parties to the tenants’ claims concerning security-deposit
retention. The court strikes without leave to amend the Unauthorized Deduction Class allegations,
concluding that California Civil Code section 1950.5 permits security deposits to be used for purposes
including utility charges.
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DISPOSITION other

PROCEDURAL POSTURE Defendants moved under Federal Rules of Civil Procedure 12(b)(7)
and 12(f) to dismiss the second amended complaint for failure to join
necessary and indispensable parties and to strike the newly added
Unauthorized Deduction Class and related allegations.

STANDARD OF REVIEW On a Rule 12(b)(6) motion, the court accepts well-pleaded factual
allegations as true and construes the complaint in the nonmoving
party's favor, but disregards conclusory allegations, unwarranted
deductions, and unreasonable inferences. Under Rule 19, the inquiry
into necessary and indispensable parties is practical and fact specific,
with the moving party bearing the burden of persuasion. Motions to
strike are generally disfavored unless the challenged matter could have
no possible bearing on the litigation. At the pleading stage, class
allegations are ordinarily not dismissed unless the defect is clear from
the pleadings.



PRECEDENTIAL VALUE unknown
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QUESTIONS PRESENTED

1. Whether the separate property-owning single-purpose entities were necessary and indispensable parties
under Federal Rule of Civil Procedure 19.

2. Whether plaintiffs' Unauthorized Deduction Class and related allegations concerning utility charges
should be stricken under Federal Rule of Civil Procedure 12(f).

3. Whether the alleged defect in the Unauthorized Deduction Class was sufficiently clear from the
pleadings to warrant striking the class allegations at the pleading stage.

HOLDINGS

1. The property-owning single-purpose entities were not necessary parties because they did not claim an
interest in the action and complete relief could be accorded among the existing parties.

2. The Unauthorized Deduction Class and allegations that utility charges were unauthorized deductions
failed as a matter of law because California Civil Code section 1950.5 permits security deposits to be
used for any purpose, including but not limited to the listed examples.

3. The court could strike the Unauthorized Deduction Class at the pleading stage because the defect was
clear from the pleadings, and it did so without leave to amend.

KEY QUOTATIONS

“The Court finds the allegations regarding the Unauthorized Deduction Class fail as a matter of law.” (at 13)

“With both prongs defeated, the Court finds the SPEs are not necessary parties and joinder is not required.”
(at 7)

“Amendment would be futile because the plain meaning of 1950.5 allowing deductions for any purpose will
not change.” (at 14)

FACTUAL BACKGROUND

Plaintiffs were former California tenants whose security deposits were partially withheld by Greystar-managed
properties for cleaning, repairs, utilities, or other charges. They allege that Greystar administered security
deposits for properties owned or associated with separate single-purpose entities and failed to provide the
documentation required by California Civil Code section 1950.5. The second amended complaint asserted a



putative class action seeking relief for unlawful security-deposit practices and proposed an Unauthorized
Deduction Class concerning deductions for charges other than rent, cleaning, or repairs.

PROCEDURAL HISTORY

Plaintiffs filed the action on September 18, 2023, and later amended their complaint. The court previously
compelled named plaintiff Philip McGill to arbitrate and granted in part and denied in part an earlier motion to
dismiss and strike. Plaintiffs filed a second amended complaint asserting California security-deposit and Unfair
Competition Law claims in a putative class action. The court denied dismissal for failure to join the property-
owning SPEs, struck the Unauthorized Deduction Class and related utility-charge allegations without leave to
amend, and ordered plaintiffs to file a third amended complaint removing the stricken material.

DISPOSITION

other

REMAND INSTRUCTIONS

No remand. Plaintiffs were ordered to file a Third Amended Complaint by August 14, 2025, removing the
stricken material. Defendants were ordered to answer within fourteen days after the Third Amended Complaint
was filed.
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