Scott v. Carr et al Doc. 46
Case 2:20-cv-00236-RSM Document 46 Filed 10/30/20 Page 1 of 12

1
2
3
4
5
6
7 UNITED STATES DISTRICT COURT FOR THE
WESTERN DISTRICT OF WASHINGTON
8 AT SEATTLE
9
PAUL SCOTT, an individual, CASE NO. C20-0236-RSM
10
Plaintiff,
11 ORDER DENYING DEFENDANTS’
V. MOTION TO DISMISS OR FOR MORE
12 DEFINITE STATEMENT
CALEB CARR,et al,
13
Defendants.
14
15
[ INTRODUCTION
16
This matter comes before the Court Defendants Caleb Carr and Vita Inclinpta
17
Technologies, Inc.’s Motion to Dismiss pursuant to Fed. R. Civ. P. 12(b)(i) thee alternative,
18
a Motion for more Definite Statement pursuant td.Ae. Civ. P. 12(e). Dk#36. Plaintiff Paul
19
Scott opposes Defendants’ motion. Dkt. #38.e Tourt finds oral argument unnecessary to
20
resolve the underlying issues. Having reviewed rilevant briefing and the remainder of [the
21
record, the Court DENIEBefendants’ Motion.
22
1
23
1
24
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1. BACKGROUND

In 2018, mutual connections at Seattle Ursitgrintroduced Plaintiff Paul Scott tg
Defendant Caleb Carr to assist with busirgsgelopment for Mr. Cals technology company,
Vita Inclinata Technologies, LLCVita LLC”). Dkt. #19 at 113.1-3.4. Plaintiff claims that
given his experience inusiness development and advising uemtompanies, he entered intola
business relationship with MiCarr to provide consultingna assistance with early stage
development. In exchangerf®laintiff's services, Defendantarr offered Plaintiff a 1%
ownership interest in the company. Parégecuted an agreement on November 9, 2018 (‘the
Agreement”) in which Mr. Carr ptiged 1% equity in Vita LLC t®laintiff in consideration for
past and ongoing consulting servicdd. at {1 3.8-3.10. Defendants request judicial noticg of

the Agreement, Dkt. #13-1, Wit Plaintiff does not oppos&ee generallipkt. #38. The Court

finds judicial notice of the Agreement appriate under the “incorporation by referenc

11%

doctrine. See Knievel v. ESPI893 F.3d 1068, 1076 (9th Cir. 2005) (A court may consigder
documents “whose contents are alleged in a taint@nd whose authenticity no party questions,
but which are not physically attaethto the [plantiff's] pleading.”) (internal quotations omitted)

After execution of the Agreement, VithLC was converted into Vita Inclinatg
Technologies, Inc. (“Vita”)a Delaware corporatiorid. at § 3.11. Between December 2018 and
September 2019, Plaintiffevoted approximately 8 to 10 hoynsr week for which he received
no compensation other than the promised ownershnsfer. Id. Starting in October 2019
Defendant Carr allegedly beganaking attempts to modify parties’ Agreement, including
proposing changes that would rep¢ the commitment to traesfownership with a vesting
structure contingent on Plaintifftontinued involvement with Vitad. at 1 3.12-3.13. Plaintiff

claims he rejected these propost@dnges and requested transfiethe agreedypon shares in
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Vita, to which Defendant Carr responded withrious attempts to supersede their prior
agreementld. at 11 3.13-3.14.

On January 16, 2020, Plaintiff initiated thastion against Defendants in Washington
State Superior Court, claimingdach of contract and seekingu@able relief for Defendants’
alleged failure to transfer the 1% interest asvjgted by the terms of the Agreement. Dkt. #1.

Defendants timely removed the eaw this Court on Februard4, 2020 based on diversity

—

jurisdiction, 28 U.S.C. § 1332d. Defendants moved twansfer this case to the District g

Colorado, which this Court denied. Dkt. #43.

—

Plaintiff filed the First Anended Complaint (“FAC”) on Mah 23, 2020, alleging breacl
of contract or, in the alternative, unjust ehrnent, quantum meruitnd promissory estoppel
Dkt. #19 at 9-11. Plaintiff seeks relief in them of an order requiring Defendant Carr {o
effectuate the transfer of Pdiff's interest in Vita anda declaratory judgment affirming
Plaintiff's status as a sharelder in Vita, or, alteratively, a constructiveust imposed over hig
promised interest and/an award of damagesd. at 12. On May 21, 2020, Defendants movgd
to dismiss the FAC pursuant to Fed. R. Civ. P. XB{bor for a more definite claim pursuant to
Fed. R. Civ. P. 12(e). Dkt. #36.

1.  DISCUSSION

A. Legal Standard

In making a 12(b)(6) assessment, the court accepts all facts alleged in the complaint as

true and makes all inferences in the lighbst favorable tahe non-moving party.Baker v.

Riverside County Office of Edu&84 F.3d 821, 824 (9th Cir. 200@)ternal citations omitted)

However, the court is not required to accept as true a “legal conclusion couched as a factual

allegation.” Ashcroft v. Igbal 556 U.S. 662, 678, 129 S.Ct937, 173 L.Ed.2d 868 (2009)
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(quotingBell Atl. Corp. v. Twomb|y550 U.S. 544, 555, 127 S.Ct. 1955 (2007)). The complaint
“must contain sufficient faall matter, accepted as trie state a clen to relief that is plausible
onits face.”ld. at 678, 129 S.Ct. 1937. This requirememhét when the plaintiff “pleads factual
content that allows the court to draw the reabaference that the tndant is liable for the
misconduct alleged.ld. The complaint need not include detailed allegations, but it must have
“more than labels and conclusigm@®id a formulaic recitation ofételements of a cause of actipn
will not do.” Twombly 550 U.S. at 555, 127 S.Ct. 1955. Abdawtal plausibiity, a plaintiff's
claims must be dismissedd. at 570, 127 S.Ct. 1955.

Defendants move to dismiss RItiif’'s claims on the basis thét) Vita is a non-party tg
the Agreement; and (2) Plaintiff cannot sitaneously allege breach of contract and
guasi-contract claims where an express contrastsexDkt. #36 at 6-10. The Court will address
each argument in turn.

i Vita as a Non-Party to the Agreement

First, Defendants argue that Plaintiff's clafion breach of contract against Vita fails as a
matter of law given that Vita is not a party to the contract. Dkt. #36 as@e/alsdkt. #13-1.
Because Vita cannot be liable to Plaintiff fmeach of contract, Defendants argue, the Court
cannot adjudicate rightsr provide declaratory relidietween Plaitiff and Vita. Id. Plaintiff
responds that Vita is pperly named as a nominal defendantashis claim. Dkt. #38 at 3
Defendants fail to address this argument on reflge generallpkt. #40. For the reasons sget
forth below, the Court finds that Plaintiff hasfficiently pleaded a baeh of contract claim

against Vita as a nominal defendant.

! Motions to drop nominal defendants from an actian@operly brought under Fed. R. Civ. P. 21.
Because Defendants bring this motion under Rule){@&kthe Court limits its analysis to addressing the
sufficiency of Plaintiff's claims without resolving the question of whether Vita is properly joined as|a
nominal defendant.
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A nominal defendant is “a [pf who ‘holds the subject ntizr of the litigation in &
subordinate or possessory capacity sm@hich there is not dispute.”S.E.C. v. Colellp139
F.3d 674, 676 (9th Cir. 1998) (quotiSgE.C. v. Cherjfa33 F.2d 403, 414 (7th Cir. 1991)). “Th
paradigmatic nominal defendant is ‘a trustee, agardepositary . . . [two is] joined purely as
means of facilitating collection.”ld. (quoting Cherif, 933 F.2d at 414). In other words,
nominal defendant is part of a saitly as the holder of assets that must be recovered in org
afford complete relief; no cause of action is asserted against a nominal defer@amitriodity

Futures Trading Comm’n v. Kimberlynn Creek Ranch, 1a¢g F.3d 187, 192 (4th Cir. 2002

see alsdHewitt v. City of Stantorv,98 F.2d 1230, 1233 (9th Cir.1986\ defendant is a nominal

party where his role is limited to thatt a stakeholder or depositary.”).
Here, the FAC alleges that Vita “possesses the authority to effectuate a formal trar,
the promised shares toaiitiff, to recognize his atus as a shareholdendgta, and to afford him

all rights and privileges associated with the ebdr Dkt. #19 at 1 3.16. Accepting these plea

facts as true, Vita therefore serves as the “hadflassets that must lbecovered” to effectuate

Plaintiff's relief if he prevailson his breach of contract clainCommodity Future276 F.3d at

192 (4th Cir. 2002). For that rems the Court finds that the FAQeges sufficient facts to name

Vita as a nominal defendant for Riaff's breach ofcontract claim.

Similarly, Defendants argue that Plaintiff’'s quasntract claims agast Vita should be
dismissed given that Plaintiff and Defendant Cagrthe only parties to the Agreement. Dkt. #
at 10;see alsdDkt. #13-1. Specifically, Defendants argilmat Plaintiff's promissory estoppe
claim against Vita should be digssed for failure to plead theipra facie element of a promis
made by Vita.ld.; see alsdkt. #40 at 6. For the reasons &&th below, the Court finds tha

Plaintiff has sufficiently ppaded a promissory estopptlim against Defendants.

e
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Under Washington law, promissory estopped fige elements: “(1Ja] promise which
(2) the promisor should reasonably expect teseahe promisee to change his position and
which does cause the promisee to change hiiggo§4) justifiably relyng upon the promise, i
such a manner that (5) injustice can beided only by enforceméwf the promise.”"Havens v.
C & D Plastics, Inc.876 P.2d 435, 442 (Wash. 1994) (quotitiotnke v. Famous Recipe Frie
Chicken, Inc.616 P.2d 644 (Wash. 1980)).

Plaintiff has sufficiently alleged a promisy Defendants that helied upon to his
detriment. The FAC claims that Plaintiff “pralad services to Defendants based on Defendza
promise that Plaintiff would be traferred an ownership interest\ita.” Dkt. #19at 7 8.2. It
further alleges that Plaintiff praded his consulting services “tmafor the benefit of, Vita . .
at the behest of its Chief Execwifficer, Defendant Caleb Carrld. at  1.3. Defendant
counter that these claims are ifigient to state a @im against Vita, sire“Vita did not make
any promise to Mr. Scott nor dokk. Scott’'s FAC allege that Vitevas involved in any promise
made to him.” Dkt. #40 at 6. As an initial ttea, the FAC plainly allges Vita’'s involvement by
describing Defendant Carr’s position as its CBQ the services Plaintiff provided to Vi
separate and apart from services he provided to DefendantSeare.g Dkt. #19 at § 3.11 (“In
contemplation of, and reliance on, Defendant Canifar, Mr. Scott undeook extensive efforts
to lay the groundwork for an initigapital raise, staffing of leadship level positions and mar
other business-related actigs.”). Furthermore, to the extedefendants argue that “Plaintiff’
[] claims against Vita are all based on the exis¢eof the written contca between himself ang
Carr,” Dkt. #36 at 10, the Court cannot reacich a conclusion at this stage of the case. §
arguments are more suited to summary judgmamgn all relevant andiscoverable informatior

is before the Court. At this stage of theqaedings, drawing all infenees in the light mos

3)
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favorable to Plaintiff, the Courtrfds that the claims set forthtime FAC are sufficient to state|a
claim for promssory estoppel.

ii. Alternative Quasi-Contract Claims

Next, Defendants argue that Pi@if cannot maintain his quasontract claims of unjus
enrichment, quantum meruit, andprissory estoppel where he has pleaded that a contract exists

between the parties. Dkt. #36 at 7-10. AlthlolDefendants analyze digsal of Plaintiff's

—

guasi-contract claims under both Washington and Colorado law,spapiear to agree that stgte
law principles governing the compatibility ofdarch of contract and quasi-contract claims jare
substantially similar under either state’s laBeeDkts. #36 at 9; #38 a0l The Court therefore
need not reach the question of whgtate’s law to apply at thisagfe of the case. For the reasgns
set forth below, the Court denies Defendantstiomoto dismiss Plaintiffs’ quasi-contract claims
based on the existence of the Agreement.

A party may set out two or motstatements of a claim . alternatively or hypothetically
either in a single count or defense or in sepavates.” Fed. R. Civ. P. 8(d)(2). It is well-
established under the Federal Ruled thplaintiff may set forth inconsistent legaddhies in its
pleadings and will not be forced to choose a single theory on which to seek recsstary. v.
United States by and Through Veterans Admdib |-.3d 292, 296 (9th Cir. 1995) (citing Fed. |R.
Civ. P. 8(d)(3)). Consequently, while a plaintiff may not recover on multiple theories, he¢ may
nevertheless “claim . . . remed&salternatives, leaving theiolate election for the court.E.H.
Boly & Son, Inc. v. Schneideés25 F.2d 20, 23 n.3 (9th Cir. 1975).

Here, Plaintiff alleges unjust enrichment, gan meruit, and promissory estoppel |as

alternative claims to breach ofrtioact. Dkt. #19 at0-11. The Court wiladdress each claim in

turn.
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1. Unjust Enrichment

Unjust enrichment is an equitable thedhat “invokes an implieccontract when the
parties either have no expressitact or have abrogated itDudding v. Norton Frickey &
Assocs.11 P.3d 441, 444 (Colo. 2000) (en barsge also Young v. Yourth4 Wash.2d 477
484, 191 P.3d 1258 (Wash.2008) (“Unjust enrichmetitdsnethod of recoverpr the value of
the benefit retained absent acgntractual relationship becausetions of fairness and justice
require it.”).

Defendants argue that Plaintiff's unjust ehrnent claim should bdismissed becaus
parties agree to the existerafehe November 9, 2018 contrdaitween Plaintiff and Defendar
Carr. Dkt. #36 at 10. Howevetthe mere existence of awtract does not automatical
invalidate an unjust enrichment claimVernon v. Qwest Commc’ns Int’l, Iné43 F. Supp. 29
1256, 1266—67 (W.D. Wash. 2009). Rather, a clainufgust enrichment may survive a motig
to dismiss so long as the validity thie contract remains in disput8ee idat 1267 (declining to
dismiss unjust enrichment claim wherdéte has been no holding . . . thatadid contract
between the parties governs the ETFs charged by Defendants”) (emphasis in osggnal$op
Pulte Home Corp., Inc. v. Countryside Cmty. Ass’n,, [2@16 CO 64, § 64, 382 P.3d 821, 8
(“[A] party may still recover forunjust enrichment when [] thexpress contract fails or i
rescinded”).

Defendants cite several cases where couatstgd dismissal of unjust enrichment clain
but each of these cases addiastances where valid contragiecluded quasiantract claims.
See, e.gChandler v. Wash. Toll Bridge Auti.7 Wash.2d 591, 604, 137 P.2d 97 (Wash. 19

(“A party to avalid express contract is bound by the psoais of that comact, and may nof

disregard the same and bring ation on an implied contractlating to the same matter, in

It

DN

33

43)
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contravention of the expressntract.”) (emphasis addedterbank Investments, LLC v. Eag
River Water & Sanitation Dist.77 P.3d 814, 817 (Colo. App. 2003) (Dismissing unj
enrichment claim where ehforceable express contracts covéhe same subject matter]
(emphasis added)nivera, Inc. v. TerhunéNo. C09-5227 RBL, 2010 WL 3489932, at *4 (W.
Wash. Aug. 31, 2010) (Dismissal appriate where partg&“agree that they are bound by expré
and enforceable contracts with each other”). Defendants also ré&pandes v. Wells Fargq

Bank, N.A.yet that case also appears to addressicha@ntract—specifically, a deed of trust

that governed the relationghbetween the partiesSeeNo. 2:19-CV-0052-TOR, 2019 WL

5295526, at *6 (E.D. Wash. Oct. 18, 2019).

Here, parties have not agrebdt the Agreement constitutewvalid contract. Defendant
acknowledge that a written agreemt between Plaintiff Scott amzkfendant Carr exists, yet the
have been careful not tmncede that the agreenmiéna valid contractSeeDkt. #35 at § 13 (“In
response to the allegationsRaragraph 3.8, Mr. Carr admits tiht. Carr and Mr. Scott signe

a written agreement dated Nowker 9, 2018. That documentesyxs for itself, and Mr. Car

holds Mr. Scott to his burden of proof. The renragrallegations in Paragraph 3.8 are denied.

Indeed, Defendants’ Answer plesathe affirmative defense of mistake to challenge the vali

of the contract.See idat { 38. In their motion to dismid3efendants likewise acknowledge tl

le

ust

o —

2SS

y

|-

1)'
dity

he

existence of the agreement without admitting thatagreement constitutes a valid and binding

contract on the partiesSeeDkt. #36 at 9 (“Mr. Carr affirmedhe existence of a November 1
2018 contract with Mr. Scott”). &ause the validity of the contraetains in dispute, dismiss
of Plaintiff’'s unjust enrichment diia is improper at this stage.

Onreply, Defendants argue that “because Mottioes not allege any reason the conti

may be voided or rescinded,” shiguasi-contract claims may nptoceed. Dkt. #40 at 4.

0,

Al

act
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Defendants provide no support for thimposition. On the contrargourts have recognized th
a plaintiff need not &ge that a contract iavalid at the motion to disiss stage, given that sug
an allegation is implicit in the assertion of a quasi-contract cldd®e Neravetla v. Virginia
Mason Med. Ctr.No. C13-1501-JCC, 2014 WL 12787979;at(W.D. Wash. Feb. 18, 2014
(“Plaintiff need not specifically allege th#ihe agreement was not a valid contract, as
allegation is implicit in his ass@on of promissory estoppel.”)
For these reasons, given that the validityhaf contract remains in dispute, the Co
declines to dismiss Plaintiff's alternative unjust enrichment claim.
2. Quantum Meruit

Quantum meruit “is the method of recoverihg reasonable value sérvices provided
under a contract implied in fact.Young 164 Wn.2d at 485. Unjust enrichment and quan
meruit are similar doctrines under Washinglamn and synonymous under Colorado laRragt

v. Dragt/DeTray, LLC139 Wash. App. 560, 577, 161 P.3d 473, 482 (20WhHjust enrichment

um

and quantum meruit are relatedcttones; the former is a broadeoncept that encompasses the

latter.”); Dudding v. Norton Frickey & Asso¢d.l P.3d 441, 444 (Colo. 2000) (“The doctrine
guantum meruit, also termed quasi-contract or unjust engnh does not depend upon t

existence of a contract”). Lik@s unjust enrichment claim, Pheiff is entitled to plead quantun

meruit in the alternative pursuant to Fed. R. Ci\8(R)(2) given that the validity of the contract

remains in dispute. The Cotinierefore declines to dismissaiitiff's quantum meruit claim.
3. Promissory Estoppel

The doctrine of promissory egtpel serves to enforce “otlése unenforceable promisg

which are not supported by consideratiorKlinke v. Famous Recipe Fried Chicken, Jr@4

Wash. 2d 255, 261, 616 P.2d 644, 647 (1980). Wheraintifflalleges both breach of contra

of

ne

—

S
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and promissory estoppel claims, “[ijt may be proper to dismiss a promissory estoppel claim when

‘an undisputedly valid and enfceable written contracgoverns the same subject matter.
Neravetla 2014 WL 12787979 at *7 (quotingr Atlanta Aero Engineering Ltd. V. SP Aircrajft
Owner |, LLG 637 F. Supp. 2d 185, 196 (S.D.N.Y. 2009)hphasis added). However, whefe
“[d]efendants have not concededtkthe alleged contract is andisputedly valid and enforceable
instrument,” dismisdas not warranted.d. (internal quotations and citation omitted). Again| it
is apparent that the validity and enforcéigbof the Agreement remain in disput8eeDkt. #13
at 1 38-39 (raising mistake and inspibility as affirmative defemes). Accordingly, the Court
declines to dismiss Plaintiff's pnaissory estoppel claim on this basis.
B. Motion for a More Definite Statement

Alternatively, Defendants requesthat the court order PHaiff for a more definite

statement on the basis that Viteay not be both a nominal defentiand subject to substantiye

claims. Dkt. #36 at 11. BecauB&intiff “cannot have it both ways,” Defendants contend that

the FAC is “so vague and ambiguous that Vita cannot reasonably provide a response until

Plaintiff's FAC is made moréefinite and certain.’ld.

“Motions for a more definite statement arewed with disfavor, rad are rarely granted.
Pickering v. Bank of Am. Home Loam$o. C15-1983-RSM, 2016 WL 7626269, at *1 (W.D.
Wash. Sept. 21, 2016) (internal quotations omitted). Rule 12(e)maattack the intelligibility
of the complaint as opposed to the lack of iletad are properly deed “where the complaint
notifies the defendant of the sulbista of the claims assertedd. (quotingPresidio Group, LLC
v. GMAC Mortg., LLC2008 U.S. Dist. LEXIS 75986, 2008L 3992765, *1 (W.D. Wash. Aug
25, 2008)).The test under Fed. R. Civ. P. 12(e) isrdiore “whether the complaint provides the

defendant with a sufficient basis fimme his responsive pleadingsPickering v. Bank of Am

ORDER DENYING DEFENDANTS’ MOTION TCDISMISS OR FOR MORE DEFINITE
STATEMENT - 11
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Home LoansNo. C15-1983-RSM, 2016 WL 7626269, *dt (W.D. Wash. Sept. 21, 2016
(internal quotations omitted).

The Court finds that Plaintiff’'s complaint prioes Defendants with a sufficient basis
frame their response. Defendants provide no stifpotheir position that party named as
“nominal defendant” cannot also be the sabpf substantive alternative clainSeeDkt. #36 at
10-11. Considering that Rule 8 expressly provides that a plaintiff may set forth inconsistel
theories in its pleadings, the Cofirtds no basis for Defendants’ argumentrthur, 45 F.3d at

296 (9th Cir. 1995) (citing Fed. R. Civ. P. 8(d)(3Ror these reasons, the Court cannot conc

that the FAC is so vague and agupbus that it fails to satisthe requirements under Rule 12(¢).

Accordingly, the Court denies Defenddrotion for a more definite statement.
IV. CONCLUSION
Having reviewed DefendantMotion, Plaintiffs’ Responseé)efendant’s Reply, and th
remainder of the record, it is hereby ORDERERBt thefendants’ Motion to Dismiss Plaintiff’
First Amended Complaint or, in the alternatiivgtion for More Definte Statement, Dkt. #36

is DENIED.

DATED this 30" day of October, 2020.

By

RICARDO S. MARTINEZ
CHIEF UNITED STATES DISTRICT JUDGE
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