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Fdvin Karapetian et al Dod.
@)
UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA
TOYRRIFIC, LLC, Case No. 2:12-cv-04499-ODW(EX)
Plaintiff, ORDER GRANTING IN PART AND
V. DENYING IN PART DEFENDANTS’

o MOTION TO DISMISS [24]
EDVIN KARAPETIAN, an individual
EDWARD MINASYAN, an individual
LENA AMERKHANIAN, an individual,
and EDO TRADING, INC., a California
corporatlon,

Defendants.

.  INTRODUCTION
Defendants Edvin KarapetiaEdward Minasyan, e Amerkhanian, and ED(
Trading, Inc. move to dismiss Plaintiffoyrrific, LLC’s Comgdaint under Federa
Rules of Civil Procedure 12(b)(6) and 12(h)(&nd for a more definite stateme
under Rule 12(e). (ECF No. 24For the following reasons, the Co@RANTS in
part andDENIES in part Defendants’ motich.
. FACTUAL BACKGROUND

Toyrrific is a leader inthe manufacturing, sellinggnd marketing of specifi¢

types of toys. (Compl. { 8.) It also optes HobbyTron, which Be toys through its
website, HobbyTron.com.Id)

! Having considered the papers filed in suppowrd in opposition to this Motion, the Court deem
the matter appropriate for demn without oral argument-ed. R. Civ. P. 78; L.R. 7-15.
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Karapetian is a former Toyrrific emplogevho, along with Minasyan, alleged

y

stole Toyrrific’'s products, trade dresqypyrighted materials, trademarks, and trade

secret information to establish a cortipg business, HobbyChas¢Compl. 1 6, 11+

15.) HobbyChase opated through the website HobbyGkacom, for which Toyrrific

alleged Karapetiamnd Minasyan used the same platform, design, content, produc

descriptions, photography, and graphicattf oyrrific used for HobbyTron.com.

(Compl. § 15.)
As a result of Karapetian and Minasyaaleged infringement, Toyrrific fileo

an action against Karapetian and MinasyaAugust 2010 for copyright infringement
and other claims related to the unlawifaterference with Toyrrific’'s companyl.

Toyriffic® v. Karapetian(“ Toyriffic I’), No. CV 10-5813-ODW(Ex)C.D. Cal. Aug. 5,
2010). On November 24, 201 this Court issued a preliminary injunction

Toyriffic | that enjoined Karapetian and Msyan from continued infringement of
HobbyCase’s intellectual property. (Comfil.16.) The parties ultimately resolved

Toyriffic | on December 12, 2011, through the@xtion of a Settlement Agreeme
and Mutual General Release (“Agreement”).

By the Agreement, Karapetian and Minasyagreed to “cease all operations
the business known as HobbyGhaom” and comply with the Court’s prelimina
injunction, which specifically prevented Karapetian and Minasyan’s (and any of
associates’) use of the HobbyChase d@radrk and continuation of the webs
HobbyChase.com, @any similarwebsite (Agreement § 3.) Eept for claims arising
out of the Agreement, the parties alsaemgl to “absolutely, forever and fully
discharge each other and their respectagents “from all @dims, administrative
claims, demands, and/or causes of actioretbéore or hereafter arising out g
connected with, or incidental td ¢yriffic 1.” (Agreement | 4.)

% The action currently before Court is styled aBoyrrific LLC v. Karapetiapwhere “Toyrrific”
has twor’s and ond. Toyriffic I, however, was styled doyriffic LLC v. Karapetianwhere
“Toyriffic” has oner and twof’'s. The Court maintains this subtle distinction.
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In executing the Agreement, the partiepressly disclaimedhat they had nof
relied on any “statement, repeggation, or promise by the Parties” regagdany fact
relied upon in entering into the Agreememit instead relied solely “upon their ow
investigation, legal counsel and judgmen(Agreement § 7(a).) The parties furth
agreed that “each Party is aware tham#y hereafter discover claims or facts
addition to or different from those they now knowbelieve to be tre with respect tg
the matters related” to th&greement, but that all p@@s nevertheless intended *“{

fully, finally, and forever sile and release all such matteand all claims relative

thereto, which do now exist, may exist,lmretofore have exidewith regard to thg
dispute.” (Agreement Y 7(d).)
Toyrrific filed this subsequent actimn May 23, 2012. dyrrific now alleges

that Defendants have infringed upon Toyd'di business in direct violation of tge

Agreement. (Compl. § 21.) Specificallypyrrific contends Defendants formed E
Trading, a new business that infringes upon Toyrrific’s products through the ope
of a new website, airsoftrc.com. (Comfjl.20.) Toyrrific allges airsoftrc.com ig
nearly identical to HobbyChase.com, and was formed prior to the execution
Agreement (November 24, 2010), but aftéis Court entered the preliminar
injunction in Toyriffic | (December 12, 2011). (Comg].19-21.) In spite of thg
recitations in the Agreement, Toyrafmaintains that in agreeing to seffleyriffic |,

it relied on Defendants’ representations tttety would not continue infringement.

(Compl.| 19.)

The Complaint names the same two Defents as the prior action (Karapeti
and Minasyan), as well astmew Defendants: Lena Ankéianian, who is alleged t
be Minasyan’'s girlfriend, and EDO Tragj, a corporation algeed to have beel
formed by Minasyan, Karapetyan, and Akfenian prior to the execution of th
Agreement. (Compl. T 20.) Defendants nmve to dismiss Toyrrific’s Complain
in its entirety.
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lll.  LEGAL STANDARD

Dismissal under Rule 12(b)(6) can be luase “the lack of a cognizable leg
theory” or “the absence of sufficientcta alleged under a cognizable legal theor
Balistreri v. Pacifica Police Dep/t901 F.2d 696, 699 (9th Ci1990). A complaint
need only satisfy the minimal notice pleaglirequirements of Rule 8(a)(2)—a shq
and plain statement—to survive a motiordtsmiss for failure to state a claim und
Rule 12(b)(6). Porter v. Jones319 F.3d 483, 494 (9th Cir. 2003); Fed. R. Civ.
8(a)(2). For a complaint to sufficiently stad claim, its “[flactual allegations must
enough to raise a right to reliebove the speculative level.'Bell Atl. Corp. v.
Twombly 550 U.S. 544, 555 (2007). While specifacts are not necessary so long
the complaint gives the defendant fair netof the claim and the grounds upon wh
the claim rests, a complaint must nekeléss “contain sufficient factual mattg
accepted as true, to state a claim teetrehat is plausible on its face.’Ashcroft v.
Igbal, 556 U.S. 662, 678 (2009).

Igbal's plausibility standard “asks for m® than a sheer possibility that
defendant has acted unlawfullyld. Rule 8 demands more than a complaint tha
merely consistent with a defendant’s llaip—labels and conclusions, or formula
recitals of the elements of ause of action do not sufficeld. The determination
whether a complaint satisfies the plausibibtandard is a “context-specific task th
requires the reviewing court to draw on its judicial experience and common s
Id. at 679.

When considering a Rule 12(b)(6) nuotj a court is generally limited to th
pleadings and must construa]l] factual allegations set fdrtin the complaint . . . a
true and . . . in the light mofvorable to [the plaintiff].” Lee v. City of L.A250 F.3d
668, 688 (9th Cir. 2001). Conclusory giions, unwarranted deductions of fact, g
unreasonable inferences need not bedhi accepted as true by the cousiprewell v.
Golden State Warriot266 F.3d 979, 988 (9th Cir. 2001Yet, a complaint should b
dismissed only if “it appears pend doubt that the plaintiffan prove no set of facts
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supporting plaintiff's claim for relief.Morley v. Walker 175 F.3d 756, 759 (9th Cif.

1999).

As a general rule, leave to amend a claimp that has been dismissed should
freely granted. Fed. R. Civ. P. 15(a). viaver, leave to amend may be denied wik
“the court determines thatahallegation of other factnsistent with the challenge
pleading could not possibly cure the deficiencythreiber Distrib. Co. v. Serv-We
Furniture Co, 806 F.2d 1393, 1401 (9th Cir.198&geLopez v. Smith203 F.3d
1122, 1127 (9th Cir. 2000).

IV. DISCUSSION

Toyrrific’'s Complaint allges seven claims for: Xdviolation of the Lanham
Act; (2) copyright infringement; (3) combutory infringement; (4) trade dreg
infringement; (5) breach of contract; (Baud without intent to perform—rescissid
of settlement agreement; afd) unfair competition. Dendants move to dismis
Toyrrific’'s Complaint in its entirety under Rule(b)(6) for failure to state a claim. |
addition, should the Court dismiss all oétblaims except the fifth, Defendants mo
to dismiss the fifth claim for breach of caamtt pursuant to Rulg2(b)(1) for lack of
subject-matter jurisdictionFinally, Defendants move forraore definite statement 3
to Amerkhanian’s role in the allegedachs pursuant to Ruld2(e). The Court
considers each of Defendants’ motions in turn.

A. Rule 12(b)(6) Motion to Dismiss

1. Parties subject to the Agreement

The Court begins by addressing wiert new Defendants Amerkhanian a
EDO Trading are bound by the Agreement executeboyriffic I. That Agreement
not only released all claims theoyriffic | litigants had againstach other, but alsg
those claims that could be asserted agdimsir “present and former agents, .
affiliates, . . . partners, . . . associates, representatives, . . . and all those claim
by, through, under or inoncert with them from anyna all claims, administrative
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claims, demands, and/or causes of actioreto®ore or hereafter arising out o
connected with, or incidental td ¢yriffic 1].” (Agreement | 4.)
Defendants argue that Amerkhanianubject to the Agreement because sh¢

Minasyan’s girlfriend and therefore “assme.” (Mot. 8-9.) Defendants furthe

contend that EDO Trading is Karapetieand Minasyan’'s “affiliate” becaus
Karapetian and Minasyan foded EDO Trading along with Amerkhanian. (Mot. {
Toyrrific responds that neither Amerkhan nor EDO Trading were parties
Toyriffic I, and the fact that Amerkhanian is the girlfriend of one of the g
Defendants does not make her, or anypany she helped form, subject to t
Agreement. (Opp’n 8.)

While a girlfriend may not be automnzally bound under her boyfriend’
contracts, the Complaint alleges that Aki@mian played a direct role in creatir
EDO Trading while associating with Kamtian and Minasyan. (Compl. § 4.)
Specifically, Toyrrific alleges that Defendar(including Amerkhanian) purchased t
wwwe.airsoftrc.com URL on February 172011, and that Amerkhanian helpg
Minasyan and Karapetianrim EDO Trading on Jung0, 2011 (Compl. § 20)—bot
of which occurred after the Courttened the preliminary injunction ihoyriffic | on
November 24, 2010, but be®the parties resolveboyriffic | by the Agreement or
December 12, 2012.

The Agreement’s release clause is unamng in its intention to bind thos
working with Minasyan and Kapetian in matters relating foyriffic I. Taking as
true Toyrrific’'s allegations that Amkhanian associated with Karapetian &
Minasyan in creating and maintaining EDQadiing in violation of the Agreement,
takes no stretch of the imagination to camstAmerkhanian as an affiliate, employsg
partner, associate, or representative Mfnasyan—their romantic relationshi
notwithstanding. And as a simple mattef policy, Toyrrific cannot skirt the
restrictions of the Agreement’s releasaude by suing those who, while not exprs
parties to the Agreement, performeckt tekame infringing conduct along with tk
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Toyriffic | parties. Thus, the Court finds thie Agreement applies to all of th
moving Defendants.

2. Preclusion of claims under the Agreement

Rather than consider the merits of eatdim individually, the Court proceed
to consider the overarching issue in thesse: whether the Agreement executed
Toyriffic | precludes Toyrrific from bringing the chas alleged in its Complaint. Thi
is Defendants’ main argument for dismissalTaolyrrific’s first, second, third, fourth
sixth, and seventh claims, which all rex®laround Defendantslleged infringement
upon Toyrrific’'s business, HobbyTron.

In its Complaint and opposition to BB&dants’ motions, Toyrrific primarily
emphasizes that Defendants misrepresetitent intentions to abide by the Court
preliminary injunction, and that these n@igresentations should void the Agreem
entirely. (Compl. {1 59; Opp'n 7.) 8gifically, Toyrrific alleges that while
Defendants promised in thAgreement to comply with the Court’'s prelimina
injunction and cease infringemeof HobbyTron, Defendastactually had concurrer
plans (and had taken stegs) continue unlawful conwgdition by creating the nev
website, airsoftrc.com. (Compl. { 46-49.)

Generally, a party fraudulently induced ir@ntering an agreement is entitled

a rescission of the agreemer@ont’l Airlines, Inc. v. Goodyear Tire & Rubber Ca.

819 F.2d 1519, 1526 (9th Cir. 1987). Wéhes the case here, the Agreement wo
be void. But while Toyrrific contends iielied on Defendants’ peesentations in thg
Agreement, the Agreement itself unambiguoustigtes that the parties “did not re
upon any . . . statement, representatiopromise . . . in executing this Settleme
Agreement, but instead relied upon thewn investigation, legal counsel ar
judgment.” (Agreement f 7(a).) Furthéhe parties agreed in the Agreement
release each other from claims relgtito the release that were bdthown or
unknown even while acknowledging that “they ynaereafter discover claims or fag
in addition to or different from those th#tey now know or Heeve to exist with
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respect to the subject matter of this ®etiknt Agreement and which . . . may ha
materially affected this settlement.” (Agreement § 5.)

So, contrary to Toyrrific’s contentiorikat it was fraudulently induced to ent
into the Agreement, Toyrrific, Karapetian, and Minasyanlieitly and purposely
represented in the enforceable, aamength Agreement that they haott relied on any
representations made by other partiestte agreement. This provision in tf

Agreement unravels Plaintiff's entire gament that it was fraudulently induced.

Thus, considering the intention of the parties expressed in the Agreement, the
finds there was no fraudulent inducement ongtie of the Defendants, and therefq
Toyrrific is not entitled to rescission.

Because the Court has established thatAgreement itself is enforceable, t
vital issue now becomes wther Defendants’ curreninfringing activity of
maintaining a competing company is subjecthe Agreement, which precludes 4
claims “arising out of, connectedith, or incidental to” theToyriffic | litigation.
(Agreement § 4.)

Under California law, “the fundamental gadlcontract interprtion is to give
effect to the mutual intent of the pa#ias it existed at th@me of contracting.’'U.S.

Cellular Inv. Co. of L.Av. GTE Mobilnet, In¢.281 F.3d 929, 934 (9th Cir. 2002).

Here, the language of the rage clearly conveys the pasiantent to discharge al
unknown claims “absolutely, fover and fully,” particularlyin light of the parties’
express waiver of the protection$ California Code Section 1542 (Agreement 5,
1 4.) Further, it is evident that the pastieatended to settle more than those cla
dealing directly with Hobbychase.com, as the language of the Agreement b
absolves Defendants from liability rfoclaims even “incidental toToyriffic I.
(Agreement 2.)

3 Section 1542 of the Californi@ivil Code provides that “a geral release does not extend to
claims which the creditor does not know or expe&ist in his or her favaat the time of executing
the release, which if known by him or her must hanagerially affected his or her settlement with
the debtor.” Cal. Civ. Code § 1542.
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Toyrrific alleges that Defendants’ current business is “nearly identical
HobbyChase, and Defenuda’ new website, airsoftrc.om uses the same platforn
design, layout, and structure as th@bHyChase website. (Compl. 11 6, 2
Therefore, the Agreement specifically excludes Toyrsfigiesent claims, which ar
clearly incidental to and connected witle tlirst action brought before this Court.

Because the Agreement precludes Towrifiom bringing its first, second
third, fourth, sixth, and seventh claims,fBredants’ Motion to dismiss with respect
these claims iISRANTED.

3. Fifth claim for breach of contract

The release clause of the Agreement impddture actions “[e]xcept as to such

rights or claims as may be created by tBettlement Agreement.” (Agreement
1 4.) Thus, the only potentially viable cfain Toyrrific’'s present Complaint is fo
breach of the Agreement itself.

To state a claim for breach of contract under California law, a plaintiff 1
plead: (1) the existence of the contract) faintiffs performance or excuse fq
nonperformance of the contract; (3) defant's breach of the contract; a
(4) resulting damagesReichert v. Gen. Ins. Co. of A8 Cal. 2d 822, 830 (1968
Toyrrific has properly alleged all the elemeotsa valid breach ofontract claim.
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In the Complaint, Toyrrific contendbat Defendants breached the Agreement

by failing to comply with the terms of th@ourt’'s preliminary injunction, failing tg
stop operating a website similar to hobbychase.com, failinge&se operating th
HobbyChase businessydfailing to deliver assets of HobbyChase as described ii
Bill of Sale to the Agreement. (Comgl. 49.) Further, Toyrrific pleads that

performed all conditions requuteof it under the Agreemenéind that as a result ¢
Defendants’ breach, it has incurred dgemexceeding one million dollardd.j This

easily suffices to meet Toyrrific’s relatiyelight pleading burden for the purposes
a motion to dismiss.
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Because Toyrrific sufficiently pleads itseach of contract claim, Defendant
Motion with respect to Toyrrific’s fifth claim iIBENIED.
B. Rule 12(b)(1) Motion to Dismiss

Next, Defendants argue that if the fifth claim for breach of contract is le
stand alone, it should be dismissed basediaftk of subject-matter jurisdiction unds
Rule 12(b)(1). But the Court may exerceseillary jurisdictionwhich allows federal
courts to hear otherwise improper matterat thre incidental to other actions befc
them. Kokkonen v. Guardian Life Ins. Co. of A1l U.S. 375, 378 (1994).

For a Court to assert ancillary juristion in the enforcement of a settlemsg

agreement, the party seeking enforcement ralisge a violatiorof the agreement

Alvarado v. Table Mountain Rancheri&a09 F.3d 1008, 1017 (9th Cir. 2007). He
Toyrrific’s fifth claim alleges violation of the Agreement itself. Further,
Agreement’s provision that “[tlhédonorable Otis D. Wright I, 5ic) shall retain
jurisdiction over this matter & breach is alleged by eithiearty” enables the Court t
retain jurisdiction. Kokkonen511 U.S. at 381-82 (“[A] fedekaourt has jurisdiction
to enforce a settlement agreement in a dised case when . . . the court has retai
jurisdiction over the settlement contract.”)The Court therefore asserts ancillg
jurisdiction over the fifth claim, and Defenuta’ Motion pursuant to Rule 12(b)(1)
DENIED.
C. Rule 12(e) Motion for a More Definite Statement

Defendants finally eantend that Toyrrific’'s allgations regarding Defendar

Amerkhanian are ambiguous, and thus, if d&missed, require a more definite

statement as to Amerkhanian’s role ire thlleged misconduct. As the majority

Toyrrific’s claims have been dismissethe Court need only concern itself wit

whether Toyrrific has successfully pleadedttAmerkhanian is a proper defendant
the breach-of-contract claim.

“If a pleading to which a responsive pleading is permitted is so vagy
ambiguous that a party cannot reasonablyelired to frame a responsive pleadir
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the party may move for a more definggatement before interposing a respong
pleading.” Fed. R. Civ. P. 12(e). Howeyveourts disfavor 12(e) motions to stril
since pleadings in federal courts are amguired to fairly nofy the opposing party
of the nature of the claimGriffin v. Cedar Fair, L.P. 817 F. Supp. 2d 1152, 115
(N.D. Cal. 2011).

In the Complaint, Toyrrific states ah Amerkhanian, along with Minasyan at

Karapetyan, “previously formelDO Trading] on or abdwune 30, 2011.” (Compl.

1 20.) Defendant contends that the wthaimed” is vague. The Court disagree
Toyrrific has more than adequately indmatthat Amerkhanian played a sufficig

role in breaching the Agreement by dreg and maintaining EDO Trading.

Defendants’ motion under Rule 12(e) is theredENIED.
V. CONCLUSION
For the reasons discussed above, Defendants’ MoticdBRANTED with
respect to Toyrrific’'s first, second, thirdourth, sixth, and seventh claims. TI
Motion with respect to Toyrrific’'s fift claim for breach of contract BENIED.

IT IS SO ORDERED.

August 16, 2012

p # i
Y 207
OTIS D. WRIGHT, Il
UNITED STATES DISTRICT JUDGE
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