UNITED STATES DISTRICT COURT
DISTRICT OF NEVADA
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HARRY GEANACOPULOS, et al., Case No. 2:14-CV-629 JCM (NJK)
10 Plaintiff(s), ORDER
11 va
12| NARCONON FRESH START d/b/a
13 RAINBOW CANYON RETREAT, et al.,
14 Defendan(s).
15 Presently before the court is a motiondismiss filed by defedants Association for
16 Better Living and Education International (RB) and Narconon Internanal (hereinafter
17 “defendants”) pursuant to Fed. R. Civ. P. 12(pgad 12(b)(6). (Doc. #13). Plaintiffs Harry
18 Geanacopulos, Lauren Geanacoguland Peter Geanacopuloedi a response to the motion.
19 (Doc. #17). Defendants fitka reply. (Doc. #22).
20 .  Background
21 Plaintiffs Harry and Lauren Geanacopulos émeafter “plaintiffs”) allege that on or
22 about November 27, 2013, they spoke on tekephone with anndividual named Dan
3 Carmichael, who claimed to be a Narconon representative. Plaintiffs expretesest in finding
oq| @ drug counseling center for their son, Peter, and Carmichael recommended the Narconon Fr
o5 Start (NFS) program in Nevada.
26 According to plaintiffs, Carmichael indicatg¢hat the NFS program has more than a |76
27 percent success rate, that therauld be a licensed phiggan on site at all times, and that the
og | Program was secular in nature. Hieected plaintiffs to th&®ainbow Canyon Retreat website at
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www.rainbowcanyonretreat.org, which furthedetailed the NFS program. Relying o
representations by Carmichael and the wepgitaintiffs paid $30,000 up front to NFS an
signed a contract with NFS for Peter’s drug treatment.

Plaintiffs allege that upon hegrival at the NFS facility, Rer was mistreated. They clain
that he was forced to sign awhig legal rights and practice saielogy. They further claim that
Peter was forced to take dangesly high doses of vitamins asd in a sauna for 30 hours eac

week, causing him to suffer from heart palpitatidpigintiffs allege that there were no medic;

personnel overseeing Narconon students and th&tdNd not treat Peterifdnis substance abuse

problems.

Rainbow Canyon Retreat is a Narconon facitijm by NFS, a California corporatior
with its principal place of business in CalifaniNFS transacts business in Nevada through
Rainbow Canyon Retreat facility.

Defendants ABLE and Narconon Internationa aon-profit organizsons incorporated
and headquartered in California. ABLE owtlse Narconon trademark and licenses it
Narconon International, who sub-licenses it to NFS. Plaintiigm that defendants transag
business in Nevada through NFS agdsent companies and principals.

Plaintiffs’ complaint includes claims ifo breach of contract, fraud, negligen
representation, intentiohanfliction of emotional distres, mail and wire fraud under RICO

negligence, negligence per se,due of the implied covenant gbod faith and fair dealing, ang

civil conspiracy. Plaintiffs’ claims are based e representations of Carmichael and the NF

website as well as Peter's alleged mistreatnanthe NFS facility. Plaintiffs contend that

defendants ABLE and Narconon International abl& under alter ego and agency theories.
II.  12(b)(2) Dismissal for Lackof Personal Jurisdiction
a. Legal Standard
To avoid dismissal for lack of personal gdiction on the pleadings, plaintiff bears the
burden of demonstrating that his ber allegationsvould establish grima facie case for
personal jurisdictionSee Boschetto v. Hansimg39 F.3d 1011, 1015 (9th Cir. 2008). A plaintif

must demonstrate jurisdiction aveach defendant individuall§gher v. Johnsqrdll F.2d 1357,
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1365 (9th Cir. 1990). However, allegations in thamiff's complaint must be taken as true an
considered in plaintiff's favoRio Props., Inc. v. Rio Intern. Interlink84 F.3d 1007, 1019 (9th
Cir. 2002).

Nevada has authorized its courts to exsergurisdiction over peosis “on any basis not
inconsistent with . . . the Constitution tfe United States.” Nev. Rev. Stat. § 14.065. 4
assertion of personal jurisdictiomust comport with due proce$sore v. Walden688 F.3d 558,
573 (9th Cir. 2012). For specific jurisdiction, a pl#f must demonstratthat each nonresident
defendant has at least “minimunontacts” with the relevant forunschwarzenegger v. Fred
Martin Motor Co, 374 F.3d 797, 801 (9th Cir. 2004).

The Ninth Circuit has establistie three-prong test for anaiyg an assertion of specific

personal jurisdiction:

(1) The non-resident defendant must gmsefully direct his activities or
consummate some transaction with theufo or resident thereof; or perform
some act by which he purposefully avaiisself of the privilege of conducting
activities in the forum, thereby invokingetbenefits and protections of its laws;
(2) the claim must be one which arises olibr relates tdhe defendant's forum-
related activities; and (3) the exercise of jurisdiction must comport with fair play
and substantial justiceei, it must be reasonable.

Id. at 802. “The plaintiff bears the burden ofisiying the first two pongs of the test. If
the plaintiff fails to satisfy either of theseopgs, personal jurisdiction is not established in t
forum state.’ld. (internal citations omitted).

“The purposeful availment prong of the mmum contacts test requires a qualitatiy
evaluation of the defendant's contact with the forum state, in order to determine whethg
defendant’s] conduct and connection with the for8tate are such that [the defendant] shoy
reasonably anticipate being haled into court thetasris Rutsky & Co. Ins. Servs., Inc. v. Be
& Clements Ltd. 328 F.3d 1122, 1130 (9th Ci2003) (citations omitd (internal quotation
marks omitted).

In tort cases, “jurisdiction may attach ifetldefendant’s conduct is aimed at or has
effect in the forum state.Panavision Intern., L.P. v. Toeppeidl F.3d 1316, 1321 (9th Cir
1998) (citing Calder v. Jones465 U.S. 783 (1984)). Undehe “effects test,” personal
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jurisdiction is appropriate wher@ defendant targeted the forwgtate with intentional acts ang
knew that harm would likely bguffered there as a resud.
b. The Court’s Jurisdiction Over Narconon International

Defendant Narconon International claims thatas no ownership or control over NF!

and is simply its licensor. (Doc. #13). Narcoroternational lists Rainbow Canyon Ranch on its

website, but alleges that this advertising is dioécted toward Nevadeesidents and thus is
insufficient for personal jurisdiction.

Notably, posting a passive website in the forstate is insufficient to confer persone
jurisdiction. Cybersell, Inc. v. Cybersell, Inc130 F.3d 414, 419-20 (9th Cir. 1997). Rathe
“something more” is required tshow that a defendant purpasif directed its conduct in a
substantial way to the forum state. at 418. This test is met where a defendant targets
forum state through advertisinRio Props., Inc. v. Rio Int’l Interlink284 F.3d 1007, 1019-21]
(9th Cir. 2002).

Narconon International’s website, www.nanon.org, lists Narconon drug rehabilitatio
centers throughout the United Statdsincludes categories for éhWestern United States an
Nevada in particular. Visitors can click these §rdnd interact with the website to obtain mo
information. The website lists the NFS facility’s address, phone number, email, and a to
number.

Moreover, Narconon Internationalwebsite includes particulaections advertising the

NFS facility to residents of Reno and Las Vegasebleon the facility’s proximity to those cities|.

This type of targeted advertigj elevates Narconon Internatiorsaivebsite from one that merely
provides information to one cditsiting purposeful availment.

Additionally, Narconon Internatioia website makes no effotd clarify that Narconon
International is an entity distinct from NFS or that it is merely NFS’s licensor. This con
should have put Narconon Interimaial on notice that it could ®ibject to suit in Nevada.

Based solely on Narconon International’s cotgagith Nevada through its website, th
court finds that Narconon Inteational is subject tpersonal jurisdictiom Nevada. If Narconon

International wished to avoid suit in Nevadagauld have refrained dm advertising Narconon
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facilities to Nevada residents on wiebsite or clearly clarified its role as licensor. The possibiljty

of litigation against Narconon Internationah Nevada was foreseeable based on
advertisement of the NFS facility to Nevada residents.

Further, Narconon International’s conductNevada, namely its online advertising an
representations about thé-8 facility, gave rise tthe litigation atissue. While plaintiffs’ claims
are based on Carmichael and NFS’s portraydlghe program, the facility that connect
Narconon International to Nevada allegedly cauded harm at issue. Therefore, the seco
prong of relatedness for specifurisdiction is met.

Finally, it is not unfair to subject Narconorntémational to jurisdiction in Nevada base
on its contacts with the state. Narconon Inteomati concedes that its staff has visited NFS
Rainbow Canyon location twice. Additionally, Nevadalikely the most convenient forum fof
the plaintiffs and witnesses, as the claimgsatie arose from conduoccurringat the NFS
facility in Nevada.

For these reasons, the courtlwieny Narconon International’request for dismissal due
to lack of perenal jurisdiction.

c. The Court’s Jurisdiction Over ABLE

Plaintiffs’ response to defendants’ motion desmiss alleges that ABLE is subject t
personal jurisdiction in Nevadaased on its control over NFsStay-to-day operations. (Doc
#17). In particular, plaintiffs claim that tain pamphlets published by Narconon Internatior
provide evidence of ABLE control over NFS.

Notably, all of plaintiffs’ sgcific factual allegations oger on the connections of
Narconon International, not ABLEyith NFS. ABLE is mentionednly once in the pamphlets
as a source from which Narconbrternational allowsNarconon programs to order books. Th
is insufficient to confer psonal jurisdiction over ABLE.

The many websites to which plaintiffs refmilarly do not provideevidence of ABLE'’s
minimum contacts with Nevada. The only refere to ABLE on these \Vbsites addresses its
ownership of the Narconon trademark. ABLE’s owebsite makes no mention of Nevada or t

NFS facility there. Ownership or licensing adoof the Narconon trademark is insufficient t
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confer personal jurisdiction over ABLE.

Plaintiffs alternatively arguthat the contactsf NFS may be imped to ABLE under an
alter ego theory. To prove persbfarisdiction on this basis, a plaintiff must ultimately sho
“(1) that there is such unity of interest andnanship that the separagtersonalities [of the two
entities] no longer exisand (2) that failure tdisregard [their separaigentities] would result in
fraud or injustice.’Doe v. Unocal Corp.248 F.3d 915, 926 (9th ICi2001) (quotingAm. Tel. &
Tel. Co. v. Compagnie Bruxelles Lamb&a F.3d 586, 591 (9th Cir. 1996)).

Plaintiffs’ complaint alleges the following:

54. Defendants Narconon Fresh Start fiddrconon International] have all

appearances of being a corporate sham illusion and mere instrumentalities of
Defendant ABLE.

55.  ABLE heavily influences Naomon Fresh Start and [Narconon
International] and governs and controlsarly every aspect of their business
activities.
56. There is such unity of intateand ownership among Narconon Fresh
Start, [Narconon International], and ABLiBat they are inseparable from one
another.

57. The separate corporate existenoéNarconon Fresh Start, [Narconon
International], and ABLE is [sic] a design scheme to perpetrate a fraud . . . to
recruit for and promote éhScientology religion.

(Doc. #4). Based on the foregoing standard, thetanust take these allegations as tr
if they are plausible.

Notably, ABLE, Narconon Internationalnd NFS are connected through the licensi
and sublicensing agreements of the Narcononetnaak. Further, plaintiffs allege that th
pamphlets cited provide evidence of ABLE&ontrol over NFS operations. While thes
allegations are not sufficient to prove plaintiftdaims against ABLE, they are sufficient tq

preclude dismissal for laakf personal jurisdiction.

Plaintiffs also argue that personal jurcttn over ABLE is appropriate based on an

agency theory. Courts will impute contacts af agent to a principal where the agent is
subsidiary that was “either established for, oengaged in, activities &, but for the existence

of the subsidiary, the parembuld have to undertake itseliChan v. Society Expeditions, Inc

a
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39 F.3d 1398, 1405 fn. 9 (citingells Fargo & Co. v. Wells Fargo Express Ca856 F.2d 406
(9th Cir. 1977)).

Plaintiffs state that without NFS’s servicéthere would be no Naonon patients to sell
the program.” (Doc. #17). For the reasons abglantiffs’ allegations are sufficient to allow
plaintiffs to proceed against ABLE. Plaintiffdleye sufficient facts that, when taken as tru
meet the test for personal jurisdiction. Namelyl&intiffs ultimately show that ABLE acts as a
alter ego or principal to NFS, ABLE’s connienis to Nevada will meet the minimum contac
test.

For the foregoing reasons, the court widny ABLE’s motion to dismiss for lack of
personal jurisdiction.

Il 12(b)(6) Dismissal for Fdure to State a Claim

Plaintiffs allege that defendants are lmbior breach of contract, fraud, negligent

representation, intentiohanfliction of emotional distres, mail and wire fraud under RICO|,

negligence, negligence per se,due of the implied covenant gbod faith and fair dealing, anc

civil conspiracy. They assethat defendants are responsilite NFS'’s representations and

treatment methods under an alegyo or agency theory. These are plaintiffs’ only theories
liability against defendants.
a. Legal Standard

A court may dismiss a plaintiff's complaintrftfailure to state alaim upon which relief
can be granted.” Fed. R. Civ. P. 12(b)(6). A proppled complaint must provide “[a] short an(
plain statement of the claim shawjithat the pleader is entitledrdief.” Fed. R. Civ. P. 8(a)(2);
Bell Atlantic Corp. v. Twomb)y550 U.S. 544, 555 (2007). WhilRule 8 does not require
detailed factual allegations, it demands “morantHabels and conclusions” or a “formulai
recitation of the elements of a cause of actidxshcroft v. Igbgl 129 S.Ct. 1937, 1949 (2009
(citation omitted).

“Factual allegations must be enoughris®e above the speculative levelivombly 550
U.S. at 555. Thus, to survive a motion to dismiss, a complaint must contain sufficient f3

matter to “state a claim to reli¢at is plausible on its facelgbal, 129 S.Ct. at 1949 (citation
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omitted).

In Igbal, the Supreme Court clarifictie two-step approach digt courtsare to apply
when considering motions to dismiss. Firsg ttourt must accept as true all well-pled factd
allegations in the complaint; however, legal daemns are not entitled to the assumption
truth. Id. at 1950. Mere recitals of the elememtt a cause of action, supported only 4
conclusory statements, do not suffilge.at 1949.

Second, the court must consider whether #otual allegations in hcomplaint allege a
plausible claim for reliefld. at 1950. A claim is facially plausie when the plaintiff's complaint
alleges facts that allow the cotot draw a reasonable inferencattlthe defendant is liable for
the alleged miscondudd. at 1949.

Where the complaint does not permit the court to infer more than the mere possibi
misconduct, the complaint has “alleged — but not shevihat the pleader entitled to relief.”
Id. (internal quotations omitted). When the allegasi in a complaint have not crossed the li
from conceivable to plausible,ghtiff's claim mwst be dismissed:wombly 550 U.S. at 570.

The Ninth Circuit addressed pdgbal pleading standards iStarr v. Baca 652 F.3d
1202, 1216 (9th Cir. 2011). THetarr court stated, “First, to be entitled to the presumption
truth, allegations in a ooplaint or counterclaim may not simpigcite the elementsf a cause of
action, but must contain sufficientegations of underlying facts give fair notice and to enablg
the opposing party to defend itself effectively. @&, the factual allegations that are taken
true must plausibly suggest an entitlement tieefresuch that it is not unfair to require thg
opposing party to be subjected to the exparfdiscovery andantinued litigation.”ld.

b. Discussion

Plaintiffs assert claims against defendaABLE and Narconon Inteational on the basis
that they are the principals and alter egoNBS. Nevada courts wifind a defendant liable
under an alter ego theory if the plaintiff protkeee factors by a preponderance of the eviden
Ecklund v. Nevada Wholesale Lumber,®&3 Nev. 196, 197 (1977). First, the corporation mt
be influenced and governed by theqon asserted to be its alter egh.Second, there must be

such unity of interest and ownershi@tlone is inseparablfrom the otherld. Third, the facts
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must be such that adherencethe fiction of separate entitwould, under the circumstanceg,

sanction a fraud or promote injustite.

174

Plaintiffs’ complaint alleges that Narconortdmational “exercises control over the time

manner, and method of Fresh Start’s operationt(B4). Further, plaintiffs assert that “ABLE
heavily influences Narconon Frestart and [Narconon Internatial] and governs and control$
nearly every aspect of their buegs activities.” In support of thealegations, plaintiffs cite to
Narconon International pamphlets detailingré¢son International’s oversight over Narcongn
facilities.

Plaintiffs present largely conclusory alléigas to show that Narconon International
functions as an alter ego of NFS. Neverthelessyaluating a complaint for dismissal, the coyrt
must take all plausible factual allegationstage. While plaintiffs’ complaint alone does nat
present sufficient evidence to support an alter@gagency theory, the court will not foreclosge
plaintiffs’ opportunity to do so through discovef§onsidering their currérallegations regarding

Narconon International’s oversight of NFS, it is @énle that plaintiffs could show an alter eg

[®)

or agency relationship.

For these reasons, the court widiny defendants’ request fostiissal for failure to state
a claim on which relief can be granted.
IV.  Conclusion

Accordingly,

IT IS HEREBY ORDERED, ADJUDGED, AR DECREED that defendants’ motion to
dismiss be, and the same hereby is, DENIED.

DATED August 18, 2014.
{:'J' fie s C. Adallac

U\IIT.I_';D STATESDISTRICT JUDGE




