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SUMMARY

The United States District Court for the Eastern District of California granted Specialized Loan
Servicing, LLC’s motion to dismiss claims arising from an alleged wrongful foreclosure. The court
held that the Fair Debt Collection Practices Act did not apply to the nonjudicial foreclosure or the
alleged reinstatement offer, and that the Unfair Competition Law claim lacked adequately alleged
economic injury and a predicate violation. The court dismissed all claims and granted the plaintiff
twenty-one days to amend.
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PROCEDURAL POSTURE Defendant Specialized Loan Servicing, LLC moved to dismiss the
First Amended Complaint under Federal Rule of Civil Procedure 12(b)
(6), and alternatively under Rule 12(b)(7) for failure to join an
indispensable party. The court granted the motion under Rule 12(b)(6),
dismissed the claims, and granted plaintiff twenty-one days to amend.

STANDARD OF REVIEW On a Rule 12(b)(6) motion, the court considers whether the complaint
states a claim upon which relief can be granted. Leave to amend is
governed by Federal Rule of Civil Procedure 15(a)(2), which requires
that leave be freely given when justice so requires.
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QUESTIONS PRESENTED

1. Whether plaintiff's Fair Debt Collection Practices Act claim based on nonjudicial foreclosure and a
reinstatement offer stated a claim.

2. Whether plaintiff's California Unfair Competition Law claim stated a claim, including whether plaintiff
alleged a cognizable economic injury and statutory standing.

3. Whether the claims plaintiff conceded should be dismissed should nevertheless be dismissed.

4. Whether plaintiff should receive leave to amend under Federal Rule of Civil Procedure 15(a)(2).

HOLDINGS

1. The FDCPA does not apply to the nonjudicial foreclosure at issue because enforcement of a security
interest through nonjudicial foreclosure does not constitute an attempt to collect money from the debtor.

2. Plaintiff failed to state a UCL claim because he did not allege a cognizable economic injury or statutory
standing, and he also failed to adequately allege an unlawful or unfair business practice.

3. The claims for violation of the Truth in Lending Act, breach of contract, breach of the implied covenant
of good faith and fair dealing, violation of California Civil Code section 2924.17, and declaratory relief
were dismissed because plaintiff conceded dismissal of those claims.

4. Plaintiff was granted twenty-one days to file an amended complaint if he could do so consistently with
the order.

KEY QUOTATIONS

“the enforcement of a security interest does not entail an attempt to collect money from the debtor.” (at 3)

“this policy is to be applied with extreme liberality.” (at 4)

FACTUAL BACKGROUND

Plaintiff and his wife purchased a residence in 2001, and plaintiff later obtained a $111,800 home equity line of
credit secured by the property. Plaintiff filed for Chapter 7 bankruptcy in 2008, received a discharge, and alleged
that he stopped receiving loan statements for more than fifteen years. A notice of default was recorded in June
2023, followed by a reinstatement offer and a notice of sale recorded in January 2024; plaintiff then brought
claims concerning the foreclosure and debt-servicing conduct.

PROCEDURAL HISTORY

Plaintiff filed an action challenging the alleged wrongful foreclosure of his residence and asserted seven claims
against Specialized Loan Servicing, LLC. Plaintiff conceded that five claims should be dismissed and sought
leave to amend. The court dismissed the remaining FDCPA and UCL claims and granted leave to file an
amended complaint; it did not reach the Rule 12(b)(7) issue.
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