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Katten Wins Significant Decision on Behalf of Clients Best Buy and HSBC, Preserving

Federal Court Accessfor National Businesses Operating in California
Ninth Circuit rules that Best Buy Stores L.P. is not a citizen of California

LOSANGELES - For thefirst time, the Ninth Circuit has issued a published decision applying its
principal place of business test to businesses that operate nationwide. The court held that Best Buy Stores
L.P., the entity that owns and operates the national chain of Best Buy stores, is not a citizen of California
for purposes of diversity merely because it has more stores, more employees and more salesin California
than in any other U.S. state. The court noted that Best Buy’ sretail activities roughly reflect California’s
larger population, and if “a corporation may be deemed a citizen of California on this basis, nearly every
national retailer—no matter how far flung its operations—will be deemed a citizen of Californiafor
diversity purposes. Such aresult isuntenable.”

The case, Davisv. HSBC Bank Nevada, N.A., et a., is a putative class action alleging that the defendants,
HSBC Bank Nevada N.A., HSBC Finance Corporation, Best Buy Co. Inc., and Best Buy Stores L.P., did
not adequately disclose the annual fee that would be charged to California consumersin their online credit
card offer. The defendants, represented by Los Angeles-based Katten Muchin Rosenman L L P partner
Stuart M. Richter and associate Gregory S. Korman, removed the case to federal district court. The
district court issued an order to show cause why the case should not be remanded, and sought evidence of
the defendants’ activitiesin the top five states in which they conduct business. After receiving this
information, the district court held that Best Buy Stores L.P. was a citizen of California because it had more
stores, more employees and more salesin California. The district court declined to consider California's
disproportionately larger population and economic market, and remanded the case back to state court. The
defendants then filed a petition for a discretionary appeal, which was granted, and after oral argument, the
Ninth Circuit issued its decision in favor of the defendants.

A national business's principal place of businessis akey question because it governs the removability of
lawsuits to federal court under general diversity jurisdiction and the Class Action Fairness Act of 2005.
Prior to this decision, the citizenship—and therefore the ability to litigate in federal court in California—of
any national business was uncertain. District courts had issued conflicting opinions on the question, and
one recent unpublished Ninth Circuit decision held expressly that consideration of California’ s population
was not relevant. Under that analysis, virtually every national business with greater operationsin
Californiawould be deemed to be a citizen of California, and have its accessto federal court severely
circumscribed, if not eliminated altogether. The Ninth Circuit has now definitively held that a national
business will not be deemed to have its principal place of businessin California“merely because its
operations in California cater to California’ s larger population.”

CHARLOTTE  CHICAGO IRVING LONDON LOS ANGELES ~ NEW YORK PALO ALTO  WASHINGTON, DC ~ WWW.KATTENLAW.COM

LONDON AFFILIATE: KATTEN MUCHIN ROSENMAN CORNISH LLP

A limited liability partnership including professional corporations


mailto:milchj@jaffeassociates.com
http://www.kattenlaw.com/stuart-m-richter/
http://www.kattenlaw.com/people/detail.aspx?attorney=654

March 4, 2009

“Thisis an important decision for all national businesses operating in California, particularly those
businesses that find themselves to be the targets of class actions,” said Mr. Richter, a member of Katten's
Financial Services Litigation Practice and chair of the firm’s national Consumer Class Action Practice.
“The Class Action Fairness Act was enacted to expand federal court access to national businesses, and the
Ninth Circuit’ sdecision in Daviswill go along way toward ensuring that national businesses' rightsto
federal court access under CAFA are preserved.”

Katten’s Financial Services Litigation Practice serves clients ranging from the largest global financial
services firmsto local, mid-sized broker-dealers and private hedge fund managers. These clients benefit
from the industry knowledge and trial skills of the firm’slitigatorsin Chicago, New Y ork, Los Angeles,
Charlotte and Washington, D.C., who have aggressively and successfully litigated numerous complex,
high-stakes matters. Katten’sfinancial services litigators understand the full range of financial services and
products—from exchange-traded securities, options, futures and commaodities, to the most complex over-
the-counter swaps and derivatives—and are familiar with the compliance and supervisory regimes, capital
structures and real-world business interests of the industry. Building on the regulatory, transactional and
compliance experience of the firm’s Financial Services Practice, the Financial Services Litigation Practice
isuniquely suited to craft and execute a litigation strategy that effectively manages all of the financial and
legal implications of any dispute.

Founded in 1974, Katten Muchin Rosenman LLP is a full-service law firm with more than 600 attorneysin
locations across the United States and an affiliate in London. The firm's business-savvy professionals
provide clients in numerous industries with sophisticated, high-value legal services, with a focus on
corporate, financial services, litigation, real estate, commercial finance, intellectual property and trusts
and estates. Among our clients are a wide range of public and private companies, including nearly a third
of the Fortune 100, as well as a number of government and nonprofit organizations and individuals.

For additional information, visit www.kattenlaw.com.
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