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SUMMARY

The United States District Court for the Southern District of California addresses Liberty Mutual Fire
Insurance Company’s motion to dismiss a putative class action arising from allegedly inadequate
automobile insurance premium refunds issued during the COVID-19 pandemic. The court rejects
arguments based on the California Insurance Commissioner’s exclusive or primary jurisdiction and
declines equitable abstention. It dismisses Plaintiff’s request for injunctive relief without leave to
amend for lack of Article III standing, while otherwise granting or denying the motion in part as
described in the order.
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DISPOSITION other

PROCEDURAL POSTURE Plaintiff brought a putative class action alleging breach of the implied
covenant of good faith and fair dealing, unjust enrichment, and
violation of California's Unfair Competition Law based on allegedly
inadequate automobile-insurance premium refunds during the COVID-
19 pandemic. Defendant moved to dismiss under Federal Rules of
Civil Procedure 12(b)(1) and 12(b)(6).

STANDARD OF REVIEW For a facial Rule 12(b)(1) challenge, the court accepted the complaint's
allegations as true and drew reasonable inferences in the plaintiff's
favor. For Rule 12(b)(6), the court accepted well-pleaded factual
allegations as true, drew reasonable inferences for the nonmoving
party, and assessed whether the complaint stated a plausible claim for
relief, disregarding legal conclusions.
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QUESTIONS PRESENTED

1. Whether California Insurance Code section 1860.1 deprived the court of jurisdiction or immunized
Liberty Mutual from claims challenging the application of approved insurance rates during the COVID-
19 pandemic.

2. Whether the doctrine of primary jurisdiction required dismissal or referral of the claims to the California
Department of Insurance.

3. Whether Blain had Article III standing to seek injunctive relief after the COVID-19 stay-at-home orders
had ended.

4. Whether the implied covenant of good faith and fair dealing claim failed because Blain did not identify a
violated express contract provision.

5. Whether the unjust-enrichment claim was barred by the existence of an enforceable insurance contract
covering the same subject matter.

6. Whether Blain adequately pleaded statutory standing and unfair conduct under the unfairness prong of
California's Unfair Competition Law.

7. Whether Blain adequately pleaded that she lacked an adequate remedy at law to seek equitable relief
under the UCL.

HOLDINGS

1. Claims challenging an insurer's application of approved rates, including allegedly inadequate COVID-19
premium refunds, are not within the Insurance Commissioner's exclusive jurisdiction and are not
immunized by section 1860.1.

2. The doctrine of primary jurisdiction did not require dismissal or referral to the California Department of
Insurance.

3. Blain lacked Article III standing to seek injunctive relief because she could not plausibly allege a
likelihood of repeated injury after California's stay-at-home orders had ended.

4. Failure to identify a breached express contract provision did not defeat Blain's implied-covenant claim
where the alleged breach concerned Liberty Mutual's exercise of contractual discretion affecting
policyholders' rights.

5. The unjust-enrichment claim was barred because the parties had an undisputed, enforceable insurance
contract governing the subject matter.



6. Blain adequately pleaded UCL standing by alleging that she paid excessive premiums and received less
than the benefit for which she bargained.

7. Blain adequately pleaded unfair conduct under the UCL, and Liberty Mutual could not invoke the
insurance-rate safe harbor because the claim challenged allegedly inadequate refunds and application of
approved rates rather than the approved rates themselves.

8. The UCL claim was inadequately pleaded because Blain did not allege that she lacked an adequate
remedy at law, but the defect could be cured by amendment.

KEY QUOTATIONS

“Based on the foregoing, this Court too finds that Plaintiff’s challenge is to the application of approved rates,
not to the rates themselves, and therefore does not fall within the Insurance Commissioner’s exclusive
jurisdiction.” (Section IV.A)

“Therefore, the Court finds Plaintiff lacks Article III standing to seek injunctive relief and Plaintiff’s claim for
injunctive relief is DISMISSED WITHOUT LEAVE TO AMEND.” (Section IV.C)

“Where a contract confers on one party a discretionary power affecting the rights of the other, a duty is
imposed to exercise that discretion in good faith and in accordance with fair dealing.” (Section IV.E)

“Liberty Mutual’s motion to dismiss is GRANTED IN PART AND DENIED IN PART.” (Conclusion)

FACTUAL BACKGROUND

Sarah Blain held a Liberty Mutual automobile-insurance policy during the period beginning March 1, 2020.
COVID-19 stay-at-home orders reduced driving and allegedly reduced the claims Liberty Mutual would be
expected to pay, while Liberty Mutual continued collecting premiums under approved rates. Liberty Mutual
issued refunds of 15% for two months and 5% from June 2020 through May 2021, but Blain alleged the refunds
were inadequate and that Liberty Mutual should have used contractual discretion to make greater downward
adjustments.

PROCEDURAL HISTORY

The court considered Liberty Mutual's motion to dismiss on the papers. It denied dismissal based on exclusive
jurisdiction, primary jurisdiction, equitable abstention, the implied-covenant claim, and UCL standing and
unfairness. It dismissed the claims for injunctive relief and unjust enrichment without leave to amend and
dismissed the UCL claim for failure to plead an inadequate legal remedy, with leave to amend.
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