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SUMMARY

The document is a United States District Court for the Northern District of California order addressing
defendants’ motion to dismiss the First Amended Consolidated Complaint in securities litigation
involving Stem, Inc. The court analyzes claims under Sections 10(b), 14(a), 20(a), and 20A of the
Securities Exchange Act, focusing on alleged misstatements concerning Stem’s Athena software and
its success in front-of-the-meter energy markets. The excerpt discusses pleading standards under Rules
8(a), 9(b), and 12(b)(6), as well as the reliability and personal knowledge of confidential witnesses.
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PROCEDURAL POSTURE Defendants moved under Federal Rules of Civil Procedure 12(b)(6),
8(a), and 9(b) to dismiss plaintiffs' First Amended Consolidated
Complaint asserting Exchange Act claims. The court granted the
motion and dismissed the complaint without further leave to amend.

STANDARD OF REVIEW On a Rule 12(b)(6) motion, the court accepts material allegations as
true and construes them in the light most favorable to the nonmoving
party, but requires sufficient factual matter to state a plausible claim.
Fraud allegations must satisfy Rule 9(b) and, for securities-fraud
claims, the PSLRA's particularity and strong-inference requirements.
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QUESTIONS PRESENTED

1. Whether the amended complaint plausibly alleged that defendants made false or misleading statements
actionable under Exchange Act section 10(b) and Rule 10b-5.

2. Whether the amended complaint adequately pleaded scheme liability under Rules 10b-5(a) and (c).

3. Whether plaintiffs adequately pleaded a section 14(a) and Rule 14a-9 claim with the particularity
required by Rule 9(b).

4. Whether plaintiffs' section 20(a) control-person and section 20A insider-trading claims could proceed
absent an adequately pleaded independent Exchange Act violation.

5. Whether the complaint should be dismissed without further leave to amend.

HOLDINGS

1. The amended complaint failed to plead that any challenged statement was false or misleading when
made. Statements describing particular automated functions of Athena did not represent that all of
Athena's functions were automated, and the allegations based on confidential witnesses, a later statement
by Carrington, and Stem's financial results did not establish contemporaneous falsity.

2. The amended complaint failed to state a claim for scheme liability under Rules 10b-5(a) and (c). The
alleged conduct either depended on the failed false-statement theory or was not adequately alleged to
have occurred outside defendants' normal course of business or to have created a false appearance of
fact.

3. The amended complaint failed to state a section 14(a) and Rule 14a-9 claim because it relied on the
same allegedly false or misleading statements underlying the section 10(b) claim, and those statements
were not pleaded with Rule 9(b) particularity.

4. The section 20(a) and section 20A claims failed because plaintiffs did not adequately plead an
independent underlying violation of the Exchange Act.

5. Dismissal was without further leave to amend because plaintiffs had previously been advised of the
pleading deficiencies and failed to correct them in the amended complaint.



KEY QUOTATIONS

“For the reasons stated above, defendants’ motion to dismiss is hereby GRANTED, and the FACC is hereby
DISMISSED without further leave to amend.” (Conclusion)

“There is no language in any statement identified by plaintiffs, however, that would lead a reasonable investor
to believe Athena’s functions were exclusively automated.” (Discussion I)

FACTUAL BACKGROUND

Star Peak Energy Transition Corp., a SPAC, merged with Stem, Inc. in April 2021, after which Star Peak
renamed itself Stem, Inc. and operated Stem's energy-storage business. Plaintiffs alleged that defendants made
false or misleading statements concerning Stem's Athena software, its automation capabilities, its success in the
front-of-the-meter energy-storage market, and related business risks. Plaintiffs also alleged scheme liability
based on Stem's acquisition of AlsoEnergy, a large front-of-the-meter project, and revenue recognition associated
with batteries sold to REX and Lullwater.

PROCEDURAL HISTORY

The court had previously dismissed plaintiffs' initial Consolidated Complaint and directed plaintiffs to replead
their securities-fraud allegations in chart form. Plaintiffs filed a First Amended Consolidated Complaint asserting
claims under Exchange Act sections 10(b), 14(a), 20(a), and 20A, and defendants renewed their motion to
dismiss. The court concluded that the amended pleading still failed to allege actionable false or misleading
statements, scheme liability, or an independent Exchange Act violation, and dismissed the complaint without
leave to amend.

DISPOSITION

dismissed
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