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DECI SI ON AND ORDER

WLLIAME SMTH, United States District Judge.

Chrysl er Financial Conpany, LLC (“Defendant” or “CFC’), seeks
attorneys’ fees fromPride Hyundai, Inc., Blackstone Subaru, Inc.,
d/b/a Pride Hyundai of Seekonk, Pride Dodge, Inc., and Pride
Chrysler-Plymouth, Inc. (collectively “Plaintiffs” or “Pride”),
followi ng resolution of the underlying matter in CFC s favor both

in this Court and on appeal to the First Circuit, Pride Hyundai,

Inc. v. Chrysler Fin. Co., LLC, 263 F. Supp. 2d 374 (D.R 1. 2003),

aff'd, 369 F.3d 603 (1st Cir. 2004). Pride argues, anong ot her
things, that CFCis precluded frommking its case for attorneys’
fees at this late date because the fees clainmed by CFC constitute

an el enment of dammges that should have been proven at trial, and



CFC failed to carry its consequent burden. This Court agrees, and
t heref ore deni es Defendant’s Request for Attorneys’ Fees.!?

| . Backgr ound

A brief overview of the facts is sufficient to pave the way
for analysis of this notion. Those who crave nore will find it in
the preceding opinions of this Court and the First Crcuit.

As a consequence of the decay of their business relationship,
Pride, an autonobile dealership, sued CFC, its Ilender, “for
tortious interference with prospective contractual relations,
breach of the inplied covenant of good faith and fair dealing,
viol ation of the Massachusetts consuner protection statute, and
declaratory relief.” Pride, 263 F. Supp. 2d at 378. CFC
counterclaimed “for a declaration of its rights and its
contractually contenplated attorneys’ fees.” Id. at 378.
Specifically, Pride alleged CFC inproperly wthheld rel ease of
CFC s security interests in Pride’'s inventory, thus precluding
Pride fromconsummating al ternative financi ng agreenents w th ot her

| enders. See id. at 378 n.4 (noting that CFC s refusal to rel ease

its security interests in Pride’s vehicles “lie[s] at the heart of

' Pride also argues CFC should be precluded from receiving
attorneys’ fees because “CFC failed to conply with F.R C.P. 26(a)
by failing to produce any invoices, docunents, or even prelimnary
cal cul ations regarding the |egal services perforned and the fees
charged for such service.” (Pls.” Opp. at 2.) Because this Court
rules in Pride’s favor on the i ssue of attorneys’ fees on the basis
of CFCs failure to carry its burden as to entitlenment to
attorneys’ fees, the issue of conpliance with Rule 26(a) of the
Federal Rules of Cvil Procedure need not be addressed.
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this case”). This Court held that CFC was entitled to maintainits
security interests in Pride’'s inventory until it received adequate
paynment or alternate security to cover the liability to which CFC
was exposed under its agreenments with Pride, which were, at that
time, secured by CFC s interests in Pride’s inventory. 1d. at 392
(“[I']t is CFC s right under the Security Agreenent and Master
Credit Agreenments to keep its UCCfilings in place until and unless
Pride posts sone satisfactory alternate security to replace those
UCC filings.”). Based in large part upon this conclusion, this
Court found in favor of CFC on all clains. 1d. at 400. The Court
reserved judgnent on the i ssue of attorneys’ fees, having “heard no
evi dence or argunent on this issue at trial.” 1d. at 399. On
appeal, the First Crcuit upheld this Court’s ruling. Pride, 369
F.3d at 606.

1. Di scussi on

Attorneys’ fees can be either an elenment of damages to be
proven at trial or a collateral matter to be determ ned foll ow ng

adj udi cation of the relevant clains. See Carke v. Mndis Metals,

Inc., No. 95-5517, 1996 W. 616677, at *3, *9 (6th Cr. Cct. 24,
1996) (unpublished) (“Typically, attorney’'s fees are collateral to
the merits and are awarded only after the entry of judgnent.

[ However, t]he claimfor attorney’s fees in this case is clearly

the sort of claimthat was an el enent of danmmges to be proved at



trial.”).? Wuen attorneys’ fees are a collateral matter, Rule
54(d)(2) of the Federal Rules of G vil Procedure provides that such
“[c]lains for attorneys’ fees . . . shall be nmade by notion .
filed no later than 14 days after entry of judgnent.” However
when attorneys’ fees are sought under the terns of a contract, they
can becone anal ogous to any other claimfor contract damages. See
G arke, 1996 W. 616677, at *3 (“In this case, attorney' s fees are
anal ogous to damages for breach of the lease . . . .”7); id. at *9
(“The ‘substantive law,” i.e., the contract, placed the attorney’s
fees claimat the heart of the case; they were not a collatera
matter.”); see also Fed. R GCv. P. 54(d)(2)(A (“Cdains for
attorneys’ fees . . . shall be mde by notion unless the
substantive | aw governing the action provides for the recovery of
such fees as an elenent of damages to be proved at trial.”)
(enmphasis added); Fed. R Cv. P. 54(d)(2) advisory commttee’s
note (1993 Anendnent) (“[Rule 54(d)(2)] does not, however, apply to
fees recoverabl e as an el enent of damages, as when sought under the
terms of a contract; such damages typically are to be clainmed in a

pl eadi ng and may involve issues to be resolved by a jury.”). The

2 This distinction between “collateral” and “integral”
attorneys’ fees has been held to be not relevant for the purposes
of determ ning whether a judgnment is final so as to allow parties
to appeal. See 15B Charles Alan Wight, Arthur R MIller & Edward
H. Cooper, Federal Practice and Procedure 8 3915.6, at 323, 329 (2d
ed. 1992) (citing Budinich v. Becton D ckinson & Co., 486 U.S. 196
(1988)). Consequently, parties may (as they did in this case)
pursue an appeal of a matter even though the issue of attorneys’
fees has yet to be resol ved.




award of attorneys’ fees in such a situation can thus be denied
conpletely due to a failure on the part of the party seeking them
to carry its burden of proof at trial.

CFC clains attorneys’ fees pursuant to Section 6.0 of the
Security Agreenent and Master Credit Agreenents between CFC and
Pride. The relevant portions of the Security Agreenment and Master
Credit Agreenents read as foll ows:

6.0 Events of Default and Renedi es/ Term nation -- :

[CFC] may . . . terminate this Agreenent . . . upon the

occurrence of any of the followng events (each

herei nafter called an “Event of Default”) . .
(a) [Pride] shall fail to nake any paynent to [CFq

(b) Atax lien . . . shall have been filed agai nst any
of [Pride]’s property . ;

(c) In the event [CFC deenB itself insecure . .

(d) Term nation of any franchi se authori zi ng [Prlde] to
sell Vehicl es;

(e) A msrepresentation by [Pride] . . . ; or
(f) [Pride], without [CFC]'s prior witten consent,
shal | guarantee . . . or otherw se becone surety for

the obligations of others . :

Upon the occurrence of an Event of Default, [CFC] may
t ake i nmedi at e possessi on of sai d Vehi cl es wi t hout demand
or further notice and wi thout |egal process; and for the
pur pose and furtherance thereof, [Pride] shall, if [CFC
SO0 requests, assenble the Vehicles and nake them
available to [CFC] at a reasonably convenient place
designated by [CFC] and [CFC] shall have the right, and
[ Pride] hereby authorizes and enpowers [CFC] to enter
upon the prem ses wherever said Vehicles may be, to
remove sane. In addition, [CFC] or its assigns shal

have all the rights and renedi es applicable under the
Uni f or m Conmrer ci al Code or under any other statute or at
common |law or in equity or under this Agreenent. Such
rights and renedi es shall be cumul ative. [Pride] hereby
agrees that it shall pay all expenses and rei nburse [ CFC]
for any expenditures, including reasonable attorneys

fees and |egal expenses, in connection with [CFC]’s
exercise of any of its rights and renedies under this
Agr eenent .



(Pl's.” Resp. and Opp’'n Ex. A at 3.)

CFC argues that withholding rel ease of its security interests
in Pride’s inventory constituted exercise of one of its rights
under the Security Agreenent and Master Credit Agreenents, and thus
legal fees incurred in litigating the appropriateness of such
wi t hhol di ng  of release were covered under Section 6.0.
Specifically, CFC argues that:

[ T] he Court acknow edged t hat Section 6.0 of the Security

Agreenent and Master Credit Agreenents authorized CFCto

col | ect its attorneys’ fees and expenses under

ci rcunst ances where CFC exercised its rights under these

Agr eenment s. Moreover, the Court determ ned that the

source of the right enforced by CFC, and which caused

this litigation, arose directly from the Security

Agreenent and Master Credit Agreenents. This finding by

the Court triggers CFC s right to recover its attorney’s

fees and expenses in this matter.

(Defs.” Reply Mem at 2 (internal citations omtted).) Well, not
exactly. The precise | anguage of this Court that CFC refers to is
as foll ows:

Mor eover, the source of the right enforced by CFC, which

led to this litigation, does not ultimately spring from

par agraph 3.1 of the Vehicle Financing Agreenents .

Instead, it is CFC s right under the Security Agreenent

and Master Credit Agreenents to keep its UCC filings in

place until and unless Pride posts sone satisfactory

alternate security to replace those UCC filings.
Pride, 263 F. Supp. 2d. at 392. The conclusion that CFC s right to
wi thhold release of its security interests in Pride’ s inventory
springs fromthe Security Agreenent and Master Credit Agreenents
does not lead inexorably to the conclusion that the Security

Agreenment and Master Credit Agreenents guarantees CFC recovery of
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its attorneys’ fees for doing so. The nost reasonabl e readi ng of
the attorneys’ fees provision is that CFC may seek attorneys’ fees
when they are incurred in connection with actions taken in response

to a default. See Kottis v. Cerilli, 612 A 2d 661, 668 (R |. 1992)

(“When the terns of a contract are construed ‘unless a plain and
unanbi guous intent to the contrary is mani fested, the words used in
the contract are assigned their ordinary nmeaning.’”) (quoting

Westi nghouse Broad. Co. v. Dial Media, Inc., 410 A 2d 986, 991

(R1. 1980)); accord Natick Vill. Condo. Trust v. Town of Nati ck,

No. M CV9904497E, 2003 W. 21781397, at *3 (Mass. Super. C. July
23, 2003).2 The section providing for paynent of attorneys’ fees
is entitled “Events of Default and Renedi es/ Term nation.” The
paragraph within that section that contains the attorneys fees
| anguage begins wth: “Upon the occurrence of an Event of
Default.” That paragraph then goes on to set forth the actions CFC
may take in response to an event of default. Those actions include
t aki ng possession of Pride’'s vehicles and “all the rights and
remedi es applicabl e under the Uni form Commercial Code or under any
other statute or at common law or in equity or wunder this

Agreenent.” The final sentence of that final paragraph of Section

3 The Court cites both Rhode |sland and Massachusetts law to
indicate that there is no conflict of |law between these
jurisdictions on the issue. See Pride, 263 F. Supp. 2d at 388
(“[Where there is no conflict of law that would necessitate
choosi ng between two states, the conflict of |aw analysis becones

unnecessary.”).




6.0 then declares: “[Pride] hereby agrees that it shall pay al

expenses and reinburse [CFC] for any expenditures, including
reasonabl e attorneys’ fees and | egal expenses, in connection with
[CFC]’s exercise of any of its rights and renedies under this
Agreenent.” At best, these words are anbi guous as to whether they
grant CFC a right to attorneys’ fees for any di spute arising under
the Security Agreenent and Master Credit Agreenents (as CFC woul d
have it), or sinply give CFC a right to rei nbursenent of attorneys

fees incurred in connection with curing a default as a form of
damages. To the extent there is anbiguity, the Court must construe

t he | anguage agai nst the drafter. See R 1. Depositors Econ. Prot.

Corp. v. Coffey & Martinelli, Ltd., 821 A 2d 222, 226 (R 1. 2003);

Merrimack Valley Nat’|l Bank v. Baird, 363 N E 2d 688, 690 (Mass.

1977). 1t was CFC s burden to prove its entitlenent to attorneys’
fees inthis case. It submtted no evidence on this point at trial
other than a copy of the Security Agreenent and Master Credit
Agreenents. Gven the anbiguity of Section 6.0, and the |ack of
record evi dence on point, this Court cannot concl ude that the final
sentence of Section 6.0 should be read to apply to any exercise of
a right under the Security Agreenent and Master Credit Agreenents,
as opposed to the enforcenent of one of the rights explicitly
listed in Section 6.0.

CFC, however, argues alternatively that it did take actions in

response to defaults by Pride, and at a mninum it should be



rei nbursed for fees associated wwth these actions. It is true that
Pride defaulted during the course of the parties’ tit-for-tat
escal ating dispute. See Pride, 263 F. Supp. 2d at 385 (“For the
next few nonths, Pride denonstrated its grow ng displeasure with
CFC (in particular, its displeasure with CFC s demand of the 1.5%
security deposit against potential future retail charge backs) by
intentionally defaulting on various requirenents under its
whol esal e agreenents. Specifically, Pride refused to provide
mont hly financial statements to CFC, refused to attenpt to resol ve
Pride’s working capital or net worth shortages, and refused to
allow CFC access to its books and records at the individual
deal erships.”) (internal citation omtted). But the action taken
by CFC in response to Pride’s default, see id. at 385-86 (noting
that CFC s response to Pride’'s defaults was to place Pride on
“Finance Hold”), was not action litigated in this case, see id. at
392. CFC s argunent thus stalls for several reasons. First,
Pride’s defaults were in response to CFC s refusal to release its
security interests, not precedent to it. See id. at 385. Thus,
the issue at the heart of the case was joined |ong before Pride
feebly attenpted to get back at CFC by intentionally defaulting.
Second, placing Pride on Finance Hold was a sinple accounting
maneuver that could not, in itself, have generated any significant
fees (CFC certainly did not present any specific evidence of fees

incurred in placing Pride on Finance Hold). Finally, even if an



argunent coul d be nmade that there was sone connection between the
fees CFC is seeking in this case and Pride’s default under the
Security Agreenent and Master Credit Agreenents, that argunent
shoul d have been made at trial.

CFC argues that the issue of attorneys’ fees could only be
addressed after the Court ruled on whether CFC had exercised its
rights under the Security Agreenent and Master Credit Agreenents.
However, this is not a typical “prevailing party” case, where the
only issue to be resolved as to entitlenent to attorneys’ fees is
who prevails at trial. Rather, in this case, CFC could prevail at
trial and yet not be entitled to attorneys’ fees. Because the
attorneys’ fees in this case were in the nature of damages, CFC had
the burden of proving at trial that it was contractually entitled
to those fees it sought in its counterclaim

Most of the cases CFC cites to support its position are
di stingui shabl e precisely on this ground. For exanple, CFC cites

Capital Asset Research Corp. v. Finnegan, 216 F.3d 1268 (11th G r.

2000), for the proposition that it could wait until after trial to

pursue the issue of attorneys’ fees. In Capital Asset, the

El eventh Crcuit held that failure to plead a claimfor attorneys’
fees did not constitute a jurisdictional defect precludi ng award of
such fees in light of Fed. R Cv. P. 54(c), which states that
“every final judgnment shall grant the relief to which the party in

whose favor it is rendered is entitled, even if the party has not
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demanded such relief in the party' s pleadings.” However, the
contract provision providing for attorneys’ fees in that case was
of the “prevailing party” variety -- the only issue as to
entitlement was which party prevailed. Furthernore, the parties in

Capital Asset “agreed during the trial . . . to the bifurcation of

attorneys’ fees for later hearing.” I1d. at 1271. Pride has agreed
to no such bifurcation here.

CFC also cites a nunber of cases for the proposition that
under Massachusetts and Rhode Island law, CFC is entitled to
recover attorneys’ fees following a determnation on the nerits.
(Def.’s Reply Mem at 10.) However, all but one of these cases are
al so di stinguishable as “prevailing party” attorneys’ fees cases.

See Northern Heel Corp. v. Conpo Indus., Inc., 851 F.2d 456, 475

(1st Cr. 1988) (prevailing party entitled to attorneys’ fees

pursuant to contract); MF Realty, L.P. v. Fineberg, 989 F. Supp

400, 401 (D. Mass. 1998) (sane); Gooding Realty Corp. v. Bristol

Bay CVS, Inc., No. PD 99-4987, 2002 W. 169200 (R I. Super. Ct. Jan.

22, 2002) (unpublished) (discussing only reasonabl eness of, as
opposed to entitlenment to, attorneys’ fees). To the extent that

Gottav. Gotta, No. PD 01-5494, 2002 W. 31324109 (R 1. Super. C.

Sep. 20, 2002) (unpublished), could be read to support the
proposition that Rhode Island courts allowfor the determ nati on of
entitlement to attorneys’ fees to occur following trial, there are

two reasons why this case is not applicable here. First, the
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attorneys’ fees at issue in Gotta were not sought under the terns
of a contract, and thus did not raise the i ssue of whether proof of
entitlement to attorneys’ fees under a contract nust be proven at
trial. Seeid. at *1 (setting forth statute under which attorneys’
fees were sought). Second, while state | aw governs the substantive
anal ysi s of contract provisions, federal | awgoverns the procedure.
The issue here is one of procedure to the extent of determ ning
whet her CFC may prove its entitlenent to attorneys’ fees under the

contract post trial. See Warranty Corp., Inc. v. Hans, No. CIV. A

98-0889- MJ-S, 2000 W. 284261, at *6 (S.D. Ala. Mar. 9, 2000) (“The
plaintiffs in this diversity action seek attorneys’ fees pursuant
to contract. Accordingly, entitlenent to such fees, and t he anount
thereof, is a question of state law, while the procedures for
provi ng up such fees is governed by federal law.”). Thus, even if
Gotta could sonehow be read to support CFC s claim that Rhode
| sland | aw al | ows for proof of entitlenent to attorneys’ fees under
a contract post trial, this is a procedural question as to which
the Court applies federal |aw.

Finally, this Court did not “set forth special procedures for
determ nation of the attorneys’ fees issue,” (Def.’s Reply Mem at
2.), that sonehow relieved CFC of its responsibility to prove its
contractual entitlenent to attorneys’ fees at trial. Rather this
Court sinply stated that:

As for CFC s request for attorneys’ fees, as already
not ed, paragraph 6.0 of the Security Agreenment and Master
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Credit Agreenents authorizes CFC to collect its
attorneys’ fees and expenses in connection with its
exerci se of any ri ghts guarant eed under those agreenents.
Def endant properly asserted this demand as part of its
counterclaim but the Court heard no evi dence or argunent
on this issue at trial. Def endant has addressed the
issue inits Post-Trial Menorandum but before ruling on
it the Court will give Plaintiffs the opportunity to
respond. . . . Thereafter, the Court wll issue a
suppl ementary order on this issue.

Pride, 263 F. Supp. 2d at 399 (enphasis added). After hearing from
both parties, the Court is nowruling on this issue, and concl udes
CFC did not carry its burden at trial

[11. Concl usion

For the foregoi ng reasons, Defendant’s Request for Attorneys’

Fees is DEN ED

T 1S SO ORDERED

WlliamE Snith
United States District Judge

Dat e:
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