My Goodness! Games, Inc. v. Willcock Doc. 42

IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF MARYLAND
Southern Division

LOREN ANDREW WILLCOCK,

Plaintiff/Consolidated Defendant
and Counter Claimant,
CIVIL NO.: PWG-16-4020
V.

MY GOODNESS! GAMES, INC.,
Defendant/Consolidated Plaintiff
and Counter Defendant.

...000...

MEMORANDUM OPINION AND ORDER

Loren Andrew Willcock enterk into three separate agreements with My Goodness!
Games, Inc., a mobile entertainment camp also known as Games2U and Games2U
Entertainment (“Games”), to operate franchiseMaryland and Virginia Compl., ECF No. 2.
Things did not go well between the partiesilléick filed suit in this Court, Games filed a
demand for arbitration in Texas, and Games filed suit for a preliminary injunction in the United
States District Court for the Western Distraft Texas, which granted a temporary restraining
order and thereafter a preliminary injunction against Willcock. The federal cases were
consolidated, and now pending is Games’s motion to dismiss this litigation in favor of
arbitration, ECF No. 39, which the parties fultyiefed, ECF No. 4041. A hearing is not
necessary.SeeLoc. R. 105.6. Games clearly seeks tmpel arbitration whe the preliminary
injunction remains in effect. All claims are sety to arbitration, but th Court cannot compel
arbitration in Texas, and the preliminary ungtion cannot survive dismissal of this case.
Therefore, | will transfer this case to the West&istrict of Texas for that court to compel

arbitration of all claims.

Dockets.Justia.com


https://dockets.justia.com/docket/maryland/mddce/8:2017cv00293/378893/
https://docs.justia.com/cases/federal/district-courts/maryland/mddce/8:2017cv00293/378893/42/
https://dockets.justia.com/

Background

The parties signed three franchise agred¢sbatween December 3, 2008 and March 20,
2012; by October 28, 2016, Willcock believed that®a had breached all three, and he filed a
Complaint for Rescission against Games ia @ircuit Court for Calvert County, Maryland.
Compl.; Not. of Removal, ECF Nd-3. He seeks rescission df three contracts, as well as
damages in the amount he has paid under the confpactanterests, costnd fees. Compl. 3.
Games removed to this Court on December 21, 2016. Not. of Removal.

Meanwhile, pursuant to an arbitration proeisincluded in the agreements, Games filed
a demand for arbitration before the AmericAmbitration Association in Austin, Texas
(“Arbitration in Texas”), “alleg[ing] claims fobreach of contract (including breach of a non-
compete provision), federal trademark ingement, federal statutory unfair competition,
common law trademark infringement, and coomraw unfair competition.” Arb. Dec. 1-2,
ECF No. 39-1. And, Games filed a Verifi€bmplaint for Preliminary Injunction against
Willcock in the United States District Court for the Western District of Texas on or about
November 9, 2016. ECF No. 1 in PWG-17-293. m@a alleged that it received notice from
Willcock “of his intention to abandon his franchises in violation of the express terms parties’
agreements,” after which it terminated the agredseh claimed that the termination obligated
Willcock to “cease his use of Plaintiff's trademarks, turn over Plaintiff’'s confidential operating
material, pay all amounts due under the franchise agreements, and not compete within a fifty-
mile radius of his assigned territory or thatamly other of Plaintiff's franchisees,” but Willcock

refused to comply. Id. § 1. Games claimed breach of the franchise agreements, statutory

trademark infringement, statutory false designation of origin and unfair competition, common



law trademark infringement, and common lawfair competition, and it sought preliminary
injunctive relief. Id. 1 60-95.
The Texas court granted a temporary restraining order, ordering that Willcock;

all of his officers, agents, servants, @ayees, and attornegnd all those acting
in concertor participation therewith shall imndeately cease and desist and are
thereafter enjoined and restrairfeam:

a. directly or indirectly, for mself, or through, on behalf of, or in
conjunctionwith any person, persons, partnepshor corporation, from owning,
maintaining, advising, helping, investing in, making loans to, being employed
by, engaging in, or havingninterest in any businessespalizing in whole or in
part, in the activities conducted by GafE franchisee, within a fifty-mile
radius of theAnnapolis-DavidsonvilleTyson’s Corner and Rockville/Potomac
locations covered by theranchiseAgreementsand within a fifty-mile radius of
any business using th&ames2U System or Proprietary Marks, whether
franchised or owned by Games2Uamy subsidiary or affiliateccompany;

b. directly or indirectly usig the phrase GAMES2U or any term
confusingy similar to any one or more of the GAMES2U Marks in connection
with the operation sale, promotion, or advertising of any mobile entertainment
business;

C. otherwise continuing to finge upon Games2U's GAMES2U
Marks;

d. using in connection with angroducts or services, any false or
deceptivedesignation or description, whethéy words or other symbols or
representationsvhich suggests or implies amglationship with Games2U or
Games2U’sproducs and services;

e. unlawfully trading upon and appropriating the goodwill and business
reputationof Games2U ofames2U’products andervices;

f.  engaging in any acts of unfair competition against Games2U or
Games2Us products andervices; [or]

g. conspiring with, aiding, assistj, or abetting any other person or
entity inengagig in or performing any of the aforesaid acts|.]

ECF No. 14 in PWG-17-293. Thmurt then granted a prelingry injunction, continuing the
temporary restraining order “in full force andexft as a Preliminary Injunction to be in effect
during the pendency of this caserelim. Inj., ECF No. 27-14.

The parties moved to consolidate the Texag @dth the case before me, and the Texas

court granted their joint motiotransferring the case to thiso@t. ECF Nos. 34, 35 in PWG-



17-293. | granted the parties’ request to otidate the cases asu@iAction No. PWG-16-
4020. ECF No. 21.

| issued a Consent Order Staying Arkitva on February 15, 2017, which stayed the
Arbitration in Texas, pending my ruling on the toa to compel arbitration that Games intended
to file. ECF No. 26. Thereafter, Games filedhation to compel the Arbitration in Texas, to
stay this litigation in the interim, and tmodify the preliminary injunction imposed by the
Western District of Texas, ECF No. 27, andl¥dck filed a Motion to Stay Arbitration, ECF
No. 29. | found that “the Franchise Agreementshistakably delegate resolution of the gateway
guestion of whether the disputes between tine Parties are subject to arbitration,” and
accordingly, | “stay[ed] the action pending a demsby the arbitrator on ¢éharbitrability of the
claims” on June 12, 2017. Mem. Op. & Ord&CF No. 33. | also ordered that “[t]he
preliminary injunction issued by the United Staf@strict Court for tle Western District of
Texas, ECF No. 27-14, shall remain in full forred effect pending further order in connection
with the arbitration.”ld. at 8.

On November 17, 2007, the American Arétion Association issued a Decision
Regarding Arbitrability. Arb. De¢ ECF No. 39-1. The arbitrator concluded that “the relevant
contractual provisions requirekatration of all claims and eopulsory counterclaims between
the parties except for any that may be brought by Willcock under the Maryland Franchise
Registration and Disclosuleaw (Maryland Code, Bainess Regulation 88 14-2@t seq). and
related administrative regulations (calieely, the Maryland Franchise Law).1d. at 1. The
arbitrator noted that “Willcock has not assértany such claim or counterclaim” under the
exception to arbitration.ld. at 7. The arbitrator also notdtiat the arbitration provision

permitted Games to file suit for @reliminary injunction, as it diin federal court, and that



“Willcock does not assert that by pursuing temporary and preliminary injunctive relief in court,
[Games] waived any right tolatration.” Arb. Dec. 2 n.1.

Standard of Review

This Court has considered motions to disrmgsvor of arbitration under Rules 12(b)(1),
(3), and (6). See Garrett v. Monterey Fin. Servs., LIND. JKB-18-325, 2018 WL 3579856, at
*2 (D. Md. July 25, 2018) (“[M]otions to disiss in connection with a valid arbitration
agreement are often brought under Rule 12(b)(6¢d@n the observation that the existence of a
valid arbitration clauseloes not technically deprive theo@t of subject matter jurisdiction.
[citation omitted]. .. However, courts havesalfound it proper to dismiss claims subject to
arbitration agreements undeule 12(b)(1).” (citing, e.gJensen v. Klaymari15 F. App’x 634,
634-35 (4th Cir. 2004)Muigai v. IMC Constr., In¢.No. PIJM-10-1119, 2011 WL 1743287, at
*2-5 (D. Md. 2011)));Lomax v. Weinstocksriedman & Friedman, P.ANo. CCB-13-1442,
2014 WL 176779, at *2 (D. Md. Jan. 15, 201&ff,d sub nomLomax v. Weinstock, Friedman &
Friedman, P.A. 583 F. App’'x 100 (4th Cir. 2014) (“Causr have found it proper to dismiss
claims subject to arbitration agreemeuntsler both Rule 12(b)(1) and Rule 12(b)(6)Enter.
Info. Mgmt., Inc. v. SuperLetter.com, Indo. DKC 13-2131, 2013 WL 5964563, at *3 (D. Md.
Nov. 7, 2013) (noting that, “[a]lthough no FederalldRaf Civil Procedure expressly addresses
motions to dismiss or stay pend arbitration, the United Steg Supreme Court has described
arbitration clauses as ‘a specializkind of forum-selection clauskat posits not only the situs
of suit but also the procedure to be used inlvespthe dispute” and that the Fourth Circuit has
“held that a motion to dismisbased on a forum-selection clayisecluding an arbitration
provision, “should be treated asmotion to dismiss for imprope&enue under Federal Rule of

Civil Procedure 12(b)(3)” (quotingcherk v. Alberto—Culver Co417 U.S. 506, 519 (1974);



citing Aggarao v. MOL Ship Mgmt. Cd&75 F.3d 355, 365-66 & n.9 (4th Cir. 2013ycampo
Pharmaceuticals, Inc. v. Astellas Pharma, 1@@.1 F.3d 544, 550 (4th Cir. 2006))).

Notably, while Games titled its motion only asMotion to Dismiss” and did not renew
its previous motion to comperbitration, it is arguing for dismissal “in favor of the AAA
arbitration captionetly Goodness! Games, Inc. v. Lauren Andrew Wilcock,[§lese No. 01-
16-004-8766, currently pending in Austin Texas.”f.3eMot. & Mem. 5. Thus it clearly seeks
an order compelling arbitration, arldwill treat the motion as such.SeeBurrell v. 911
Restoration Franchise IncNo. JKB-17-2278, 2017 WL 5517388t *2 n.3 (D. Md. Nov. 17,
2017) (“It is fairly common practice to treat a tiom to dismiss pursuamd Rule 12(b)(6) as a
motion to compel arbitration when the motion cheaeeks to compel arbitration . . . Defendant
here moved to dismiss in favor of arbitration. .and ... did not explicitly seek to compel
arbitration. The court notes, however, that Defnt claims to have filed a demand for
arbitration with the American Arbitration Assocat . . . and therefore Baevinced a desire to
arbitrate these claims. The Court reads Defetsdanotion as implicitly seeking to compel
arbitration.”),appeal dismissedyo. 18-1055, 2018 WL 3694925 (4th Cir. Aug. 3, 2018). “The
standard of review on a Motion @ompel Arbitration pursuant the FAA is akin to the burden
on summary judgment.id. at *3.

Regardless which rule or standard applithe Court may consider the arbitration
agreement, which is integral to the complaimd ¢he authenticity of which is undisputed, as well
as the Arbitration Decision, iaddressing Games’s motiorseeCACI Int’l v. St. Paul Fire &
Marine Ins. Co,. 566 F.3d 150, 154 (4th Ci2009) “Under [Rule 12(b)($, the Fourth Circuit
has held that courts may consider the complaint itself and any documents that are attached to it,”

as well as any “document that the defendardchts to its motion to dismiss if the document



was integral to and explicitly relied on in thenggaint and if the plaintiffs do not challenge its
authenticity.” (citations omitted)fSposato v. First Mariner BanlNo. CCB-12-1569, 2013 WL
1308582, at *2 (D. Md. Mar8, 2013) (samephilogene v. Data Networks, Ind&No. PWG-17-
1318, 2018 WL 1014929, at *3 (D. Md. Feb. 21, 2058)d, 728 F. App’x 214 (4th Cir. 2018)
(“In considering [a Rule 12(b)(1)] motion,h¢ Court may ... consider matters beyond the
allegations in the complaint’ [ifl Defendant asserts that ‘the jurisdictional allegations in the
complaint are not true.” (quotingontell v. MCGEO UFCW Local 1994No. AW-09-2526,
2010 WL 3086498, at *3 (D. Md. Aug. 6, 2010pnter. Info. Mgmt., In¢.2013 WL 5964563, at
*3 (“Under Rule 12(b)(3), ‘a cotiis free to look at matters @idle of the pleadings, however,
the court still must draw all reasonable inferenicethe light most favorable to the plaintiff.”
(quoting Costar Realty Informt#on, Inc. v. Field,612 F. Supp. 2d 660, 672 (D. Md. 2009)));
Fed. R. Civ. P. 10(c), 56(c)(1); Fed. R. EvaD1(b). And, under Rule 12(b)(1), (3), or (6) or
Rule 56(a), it is evident thall of the parties’ disputesre subject to arbitration.
Discussion

Games argues that the action in this Coml(iding its own claims) should be dismissed
in its entirety, in light of the Decision Regarding Arbitration. Def.’s Mot. & Mem. ke&
Def.’s Reply 3. Yet it also contends (witholting any authority) that this Court can “enter a
judgment dismissing this action subject to ammtion of the preliminary injunction pending
further ruling by the AAA.” Def.s’ Reply 4 n.3.

Willcock acknowledges that the drator ruled that “the pads’ claims are subject to
arbitration,” but argues againssdiissal nonetheless. Pl.’'s OpA'r2. He insists that dismissal
would result in an “awkward” and “unworkablg@bsture because Games’s claims for damages

are subject to arbitration, while its preliminaryungtion is not, such thabme but not all claims



would proceed in arbitrationld. On that basis, Willcock, who contends that “dismissal is not
mandatory,” asks the Court to st#yis case instead of dismissing itd. at 2-3. But, the
arbitrator ruled thaall of the claims that the parties haw®ught are subject to arbitration, Arb.
Dec. 1, 7, and Games, noting that the two fedecibns have been consolidated into this one
case, asserts that it “seeks complete dismifs@)” Def.’s Reply 3. Thus, although dismissal
would affect the preliminary injunction, as dissed below, there is nmncern that granting
Games’s motion would subject some claims tateation while others remained in this Court.

If an issue is “referable to arbitration un@er agreement in writing for such arbitration,”
then a stay is mandatory and a motion to compel must be grahtéihs v. Labor Ready, Inc.
303 F.3d 496, 500 (4th Cir. 2002) (quoting 9 U.@). Indeed, Congress enacted the FAA “to
promote the enforceability of arbitration agreements . . Saturn Distrib. Corp. v. Williams
905 F.2d 719, 722 (4th Cir. 1990) (quotibgan Witter Reynolds Inc. v. Bydi70 U.S. 213, 220
(1985) (quoting H.R. Rep. No. 96, 68th Cong., 1ssS2 (1924) (quotation marks omitted))). It
“reflects ‘a liberal federal policyavoring arbitration agreements.Adking 303 F.3d at 500
(quoting Moses H. Cone Mem’l Hosp. v. Mercury Constr. Co#b0 U.S. 1, 24 (1983)).
“Notwithstanding the terms of § however, dismissal is a propemedy when all of the issues
presented in a lawduare arbitrable.'Choice Hotels Int’l, Incv. BSR Tropicana Resort, Inc.
252 F.3d 707, 709-10 (4th Cir. 200%geKabba v. Ctr, No. PWG-17-211, 2017 WL 1508829,
at *2 (D. Md. Apr. 27, 2017) (samedff'd sub nomKabba v. Rent-A-Ctr., Inc730 F. App’x
141 (4th Cir. 2018).

Certainly, the Fourth Circuit has observed tiidhere may be some tension between [its
earlier] decision irHooters[of America v. Phillips173 F.3d 933 (4th Cir. 1999)]—indicating

that a stay is required when the arbitratagreement ‘covers the matter in dispute’—@&hdice



Hotels— approving dismissal ‘when all of thesues presented ... are arbitrabléd{garao v.
MOL Ship Mgmt. C9.675 F.3d 355, 376 (4th Cir. 2012) (deatigito resolve dispute). Yet, this
Court has noted that, despite the “disagreementirwitie Fourth Circuit as to if dismissal is
appropriate, ... district courts within theoufth Circuit have continued to find dismissal
appropriate. Taylor v. Santander Consumer USA, Jido. DKC 15-0442, 2015 WL 5178018,
at *7 (D. Md. Sept. 3, 2015fismissing case where @édsues werarbitrable),appeal dismissed
(Apr. 22, 2016);see, e.g.Garrett v. Monterey Fin. Servs., LL.Glo. JKB-18-325, 2018 WL
3579856, at *4 (D. Md. July 25, 2018) (“The FAA recps a district court to stay judicial
proceedings involving issues covefigy arbitration agreements. 9 U.S.C. § 3. Dismissal is also a
proper remedy under the circumstanc8ee Choice Hotels ... Therefore, as requested by
Monterey, the Court shall compel arbitrationadif matters raised in the Complaint and dismiss
all causes of action.”Bracey v. Lancaster Foods, LL.8o. RDB-17-1826, 2018 WL 1570239,
at *7 (D. Md. Mar. 30, 2018) (“Having detemed that Bracey is bound by the Arbitration
Agreement, the appropriate remedy dsmissal of his claims.” (citingChoice Hotely);
Washington v. Lennar CorpNo. TDC-17-0079, 2018 WL 722418, at *3 (D. Md. Feb. 5, 2018)
(“While the FAA further requires only that ith Court stay the proceedings pending that
arbitration, ‘dismissal is proper wh all of the issues presentada lawsuit are arbitrable.’
Choice Hotels . .. Here, all of Washington’s claims agsai Lennar are within the scope of the
parties’ arbitration clause. The Court will thusrdiss Washington’s claims.”). Thus, while it is
appropriate to stay a case pendamgarbitration decision in lieof dismissing it when fewer than
all claims are subject to arbitian, here, all claims are subject adbitration. For that reason,

compelling arbitration and digesing the case is appropriateee Choice Hotel®52 F.3d at



709-10;Garrett, 2018 WL 3579856, at *Bracey 2018 WL 1570239, at *AVashington2018
WL 722418, at *3Taylor, 2015 WL 5178018, at *7.

But, this Court cannot compelkatration in Texas, as Sectial of the FAA, 9 U.S.C. § 4,
“has been interpreted to meamtla federal district court mayot compel arbitration outside its
own district.” Enter. Info. Mgmt., Inc. v. SuperLetter.com, Jrido. DKC-13-2131, 2013 WL
5964563, at *9 (D. Md. Nov. 7, 2013) (citingd.C. Const., Corp. v. Gray Gol7 F. Supp. 2d
541, 548 (W.D. Va. 1998)xee also Sykes v. CBS Radio, Inc. of, Mid. 11-2178-AW, 2011
WL 5455924, at *5 (D. Md. Nov. 9, 2011) (“The emeg position within the Fourth Circuit is
that the Federal Arbitration Act does not permit district courts to compel arbitration in other
jurisdictions.See Indep. Receivables Corp. v. Precision Recovery Analytics7bdcE. Supp.
2d 782, 786 (D. Md. 2010) (transferring action to th8.UWDistrict Court for the Western District
of Texas).”). This Court may, “[flor the convena@nof parties ad withesses, in the interest of
justice, . .. transfer any civil action to anyhet district or division where it might have been
brought or to any district or dision to which all parties haveonsented.” 28 U.S.C. § 1404.
Accordingly, | will transfer this case back the United States District Court for the Western
District of Texas, where Games originalljeti suit, so that th&exas court may compel

arbitration and dismiss the case.

1| note that Games seeks, as part of the dismhiorder, the “entry o&n order tha[t] the
preliminary injunction entered into ... by tAexas federal court remain in place pending
further ruling in the parties’ pending arbitratiomef.’s Reply 4. It insists that the existing
preliminary injunction may remain irffect “pending further ruling by the AAA.Td. at 4 n.3.
But it does not provide any supporting aarity, and “[a] preliminary injunctiorremains in
effect untila final judgment is rendered tite complaint is dismiss@dunless it expires earlier
by its own terms, or is modified, stayed, or meel.” Wright & Miller, 11A Fed. Prac. & Proc.
Civ. 8 2947 (3d ed.) (emphasis addese alsovenezia v. Robinsoi6 F.3d 209, 211 (7th Cir.
1994) (“A preliminary injunction cannot suve the dismissal of a complaint." Gypress Barn,
Inc. v. Western Electric Co812 F.2d 1363, 1364 (11th Ci®87) (“Since a preliminary
injunction is interlocutory in nature, it waot survive a final order of dismissal.'Yadison

10



ORDER
It is, this_20th day of Agust, 2018, hereby ORDERED that
1. The Motion to Dismiss that My Goodnes&ames, Inc. filed, ECF No. 39, IS
DENIED without prejidice to renewal;
2. The case IS TRANSFERRED to the Unitect8$ District Court for the Western
District of Texas; and

3. The Clerk SHALL CLOSE Caddos. PWG-16-4020 and PWG-17-293.

/sl
Paul W. Grimm
United States District Judge

Square Garden Boxing, Inc. v. Shavé&62 F.2d 141, 144 (2d Cir. 1977) (“With the entry of the
final judgment, the life of the preliminary imjuation came to an en@nd it no longer had a
binding effect on any one.”). Thus, while | codidmiss the case, doing so would terminate the
preliminary injunction, contrary to Games’s intémtmoving to dismiss. And, if | were to stay
the case to keep the preliminary injunctioneiiect until rendered oot by the arbitrator’s
rulings (as the Texas court well may choose to tihig, Court (unlike th&exas court) could not
compel arbitration of the remaining claimsTherefore, transfer is the proper outcome of
Games’s motion.
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