UNITED STATES DISTRICT COURT FOR THE EASTERN DISTRICT OF

CALIFORNIA

Leaser v. Prime Ascot, L.P.

Leaser * No. 2:20-cv-02502-DJC-AC - Decided May 7, 2025

SUMMARY

The United States District Court for the Eastern District of California held that Delaware law governs

the alter ego analysis for the Delaware LL.C defendants. The court granted defendants’ motion for

judgment on the pleadings because plaintiffs had not sufficiently alleged that the entities operated as a

single economic entity, but granted leave to amend. The court denied defendants’ motion for partial

summary judgment without prejudice as premature.
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Defendants moved for judgment on the pleadings under Federal Rule
of Civil Procedure 12(c), arguing that Delaware law governed the
alter-ego issue and that the allegations were insufficient under
Delaware law. Defendants also moved for partial summary judgment.
The court granted the Rule 12(c) motion with leave to amend and

denied the partial-summary-judgment motion without prejudice.

A Rule 12(c) motion is evaluated under the same standard as a Rule
12(b)(6) motion. The court accepts the nonmoving party's allegations
as true, treats denied or contradicted allegations by the moving party
as false, views facts and reasonable inferences in the light most
favorable to the nonmoving party, and grants judgment when the

moving party is entitled to judgment as a matter of law.
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QUESTIONS PRESENTED

1. Whether defendants were judicially estopped or had waived their argument that Delaware law governed

the alter-ego issue.
2. Whether defendants' Rule 12(c) motion was an improper motion for reconsideration.
3. Whether California or Delaware law governed alter-ego liability for the Delaware LLC defendants.
4. Whether plaintiffs plausibly alleged alter-ego liability under Delaware law.

5. Whether the court should reach defendants' motion for partial summary judgment while granting leave

to amend the complaint.

HOLDINGS

1. Defendants were not judicially estopped from asserting that Delaware law governed alter-ego liability,
and they had not waived the choice-of-law argument because the court had not previously ruled on that

issue.

2. The Rule 12(c) motion was not an improper motion for reconsideration because defendants raised a new
choice-of-law issue rather than asking the court to reconsider its prior determination under California

law.
3. Delaware law governs the alter-ego liability analysis for the defendants incorporated in Delaware.

4. Plaintiffs failed to plausibly allege alter-ego liability under Delaware law because, although they alleged
that the LLC operated as a mere shell or conduit, they did not sufficiently allege the additional factors

necessary to establish that the entities operated as a single economic entity.

5. Leave to amend was appropriate because defendants raised the Delaware choice-of-law argument for the

first time and the pleading deficiencies might be curable.

6. The court did not reach the merits of the partial-summary-judgment motion and denied it without

prejudice because consideration was premature while plaintiffs were being granted leave to amend.

KEY QUOTATIONS

“judgment on the pleadings is properly granted when, taking all the allegations in the non-moving party’s

pleadings as true, the moving party is entitled to judgment as a matter of law.” (1)

“The appropriate standard to assess alter ego liability of a corporation under Delaware law is (1) whether
the entities in question operated as a single economic entity, and (2) whether there was an overall element of

injustice or unfairness.” (5)



“The “alter ego analysis must start with an examination of factors which reveal how the corporation operates

and the particular defendant’s relationship to that operation.”” (6)

FACTUAL BACKGROUND

Plaintiffs brought a putative class action against Prime Ascot-related entities, including entities incorporated in
Delaware, and alleged alter-ego liability involving Prime Administration and titleholding subsidiaries. The court
had previously found the alter-ego allegations sufficient under California law, but defendants later argued that
Delaware law applied to the Delaware entities and that the allegations failed under that law. The court concluded
that the complaint alleged that the entities operated as a mere shell or conduit, but did not allege sufficient facts
concerning the other Delaware alter-ego factors.

PROCEDURAL HISTORY

Plaintiffs filed a putative class action in California Superior Court, Solano County, and defendants removed it to
the Eastern District of California on December 17, 2020. The court denied an initial motion to dismiss, later
reconsidered that ruling and dismissed certain property owners and landlords for lack of standing, and plaintiffs
filed a Second Amended Complaint. The court previously held that plaintiffs adequately pleaded alter-ego
liability under California law. On defendants' new motion, the court held that Delaware law governed the alter-
ego analysis for the Delaware LL.C defendants, found the allegations insufficient under Delaware law, granted

leave to amend, and denied partial summary judgment without prejudice as premature.
DISPOSITION

other

REMAND INSTRUCTIONS

No remand. Plaintiffs may amend and refile their Complaint within 21 days. The partial-summary-judgment
motion is denied without prejudice.
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