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Counterclaim-Defendants (“Marvel”) respectfully subthis Reply Memorandum of
Law in Further Support of their Motion to Dismisgfendants’ Counterclaims pursuant to Rule
12(b)(6) of the Federal Rules of Civil Procedure.

ARGUMENT

Marvel's opening brief demonstrated why all of Defants’ counterclaims should be
dismissed. Defendants now admit that they hadgid to name Disney in certain of their
counterclaims, but stubbornly persist with themagning meritless counterclaimSee
Memorandum of Law in Opposition to Counterclaim-@&lants’ Motion to Dismiss (“Opp.”) at
25 n.7. Perhaps Defendants’ intransigence is atigeir reliance on the wrong pleading
standard, by which they contend that “[i]t is omligere the facts, even if true, do not establish
liability that the complaint may be dismissedd. at 3. That standard, announcecdCionley v.
Gibson 355 U.S. 41 (1957), was expressly retire8atl Atlantic Corp. v. TwombJ\50 U.S.
544, 563 (2007) (notinGonleys “famous observation has earned its retiremerighder
Twombly a complaint must contain sufficient facts to teta claim to relief that is plausible on
its face.” Id. at 570;see also Ashcroft v. Ighal29 S. Ct. 1937 (2009). Defendants have not
come close to satisfying this requirement.

l. THE “MIRROR IMAGE” COUNTERCLAIM SHOULD BE DISMISSED

Defendants’ attempt to defend their mirror imagenterclaim fails because Defendants
do not articulate any actual distinctions betwdweirtcounterclaim and Marvel’s claim. Indeed,
a plain reading of the paragraphs that asserteaiyesas the basis for the alleged distinctises,
Opp. at 4 (citing Counterclaims {1 25-28), revealy that both claims present the issue of who
owns the copyrights in the works at issue. Anyargnt that the first counterclaim is somehow
“broader than Marvel's Complaint” because it encasges various potential defenses not

mentioned in Marvel’s declaratory judgment actian be put to rest because those defenses are
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subsumed within the twenty-one affirmative deferteas Defendants themselves have already
interposed in response to Marvel's Complaint. Gyi8-4;seeAnswer {9 33-36, 38 (asserting
defenses relating to validity of Termination Nosge Accordingly, the first counterclaim
“serve[s] no purpose because [it] mirror[s] thaiessraised in Plaintiffs’ Complaint” and should
be dismissedArista Records LLC v. Usenet.com, Indo. 07 Civ. 8822(HB), 2008 WL
4974823, at *5 (S.D.N.Y. Nov. 24, 2008geCounterclaim-Defendants’ Memorandum of Law
in Support of Their Motion to Dismiss Counterclaifiglot.”) at 6-7.

Il. DEFENDANTS’ ACCOUNTING COUNTERCLAIM SHOULD BE DISMI SSED
AS UNRIPE FOR JUDICIAL REVIEW

Defendants’ second counterclaim for an accounsrglainly unripe. Constitutional and
prudential ripeness are guided by the same twoHpauiry, an evaluation of “both the fitness of
the issues for judicial decision and the hardshifhé parties of withholding court
consideration.”N.Y. Civil Liberties Union v. Grandeat28 F.3d 122, 131-32 (2d Cir. 2008).
There can be no dispute that this Court will nactethe accounting counterclaim if it
determines that the works at issue were works rf@da@re. Thus, Defendants cannot as a
matter of law show that the issues underlying tteanting counterclaim are “fit[] for judicial
decision.” Nat'| Park Hospitality Ass’n v. Dep’t of Interip638 U.S. 803, 808 (2003¢ee also
Grandeay 528 F.3d at 132 (“[T]he fitness analysis is caned with whether the issues sought
to be adjudicated are contingent on future evenisay never occur.”). Further, Defendants are
not entitled to an accounting before 2014 at thibesh, so there can be no hardship in declining
to consider the issue prematurely. Hence, thewattow counterclaim is neither constitutionally
nor prudentially ripe, and this Court should deelio exercise jurisdiction under both doctrines
— particularly since Defendants essentially adhat it is a wholly improper attempt to access

Marvel's finances to “plan the settlement or exgaton” of the underlying rights. Opp. at 7.



Contrary to Defendants’ assertions, Geandeautest has been applied in a variety of
contexts, not merely administrative actiol®e Ross v. Bank of Am., N.A. (US&% F.3d 217,
226 (2d Cir. 2008) (antitrustJjock v. Sterling Jewelers, In€.77 F. Supp. 2d 661, 664
(S.D.N.Y. 2009) (gender discriminatior§aye v. Old Hill Partners, Inc478 F. Supp. 2d 248,
259-60 (D. Conn. 2007) (appraisal of sharesg alsd&immonds v. I.N.S326 F.3d 351, 357 (2d
Cir. 2003) (holding that even if claim is constitutally ripe, courts should decline jurisdiction
over premature claims that “will beetterdecided later”) (emphasis in original). The tgglees
equally here and warrants dismissal.

Additionally, courts are not concerned by the paiy of having to reinstate a presently
unripe claim. See, e.g., Boerger v. LeyBil2 F. Supp. 564, 565 (E.D. Pa. 19%@e alsaVot.
at 9. If at some later date the Court were to imbefendants’ favor on the underlying merits of
this case, the remedy of an accounting could bedegaeven though this improper accounting
“cause of action” had been dismissetke, e.g.Tomas v. Gillespie385 F. Supp. 2d 240, 246
(S.D.N.Y. 2005) (noting that accounting is a rem#t may flow from declaratory judgment);
Carell v. Shubert Org., Inc104 F. Supp. 2d 236, 252 (S.D.N.Y. 2000) (notheg remedies that
flow from declaration of co-ownership include acobtug).

II. DEFENDANTS HAVE FAILED TO STATE VIABLE CLAIMS FOR E ITHER
CONVERSION OR BREACH OF CONTRACT

Any one of the four grounds set forth in Marvelfgening brief would itself support
dismissal of Defendants’ counterclaims for convarsand breach of contract, which lack any
basis in fact. Kirby was alive during the entiraitations period and obviously knew which
artwork he created. If Marvel had not returnedaheork, undoubtedly he knew or should have
known that. The very purpose of a statute of lndins is to prevent unlimited exposure to

potential claims for all time. Kirby himself didbhtake any further action during the limitations



period. Nor did his wife, Rosalind Kirby, thoughesclearly had an opportunity to do so and in
fact, did file an unrelated proof of claim in Malhgebankruptcy proceedingSeeReply
Declaration of James W. Quinn (“Quinn Decl.”), B. Now, 25 years later, it is much too late
for Kirby’s heirs to bring the same claims thatitlparents eschewed.

Certainly, the vague allegations underpinning tfeabh of contract and conversion
counterclaims are legally insufficient. Conclusathegations that Defendants are “informed and
believe” that “Marvel retains in its possessiorntaia Kirby Artwork,” Counterclaims 43, and
Defendants “are unaware of the ultimate dispositibthe Kirby Artwork,”id. I 45, do not
“nudge(] their [conversion or breach of contradfims across the line from conceivable to
plausible.” Twombly 550 U.S. at 57Gsee also Sirohi v. Trs. of Columbia UniMo. 97-7912,
1998 WL 642463, at *2 (2d Cir. Apr. 16, 1998) (aaat claim must allege “essential terms of
the parties’ purported contract in nonconclusonglaage, including the specific provisions of
the contract upon which liability is predicatedVyalden Terrace, Inc. v. Broadwall Mgmit.
Corp.,, 213 A.D.2d 630, 631 (2d Dep’t 1995) (dismissingwersion claim that fails to allege
“specific and identifiable property” that is thebgect of claim).

Defendants also gain no traction from their rel@noUnited States ex rel. Ellis v.
Sheikh 583 F. Supp. 2d 434 (W.D.N.Y. 2008), avialejo v. Investronica, Inc2 F. Supp. 2d
330 (W.D.N.Y. 1998), both of which merely stand floe uncontroversial proposition that the
Rule 9(b) requirements for pleading a fraud claiayrbe relaxed when the relevant facts are
within the sole control of the opposing party. éldbefendants cannot plausibly claim that the
relevant facts are solely within Marvel’s contra@dause Kirby was alive during the limitations

period and knew or should have known which artweals not returned to him. Defendants thus



have failed to allege the required “statement efftttual basis supporting [their] belief that the
fraud occurred.”Vallejo, 2 F. Supp. 2d at 338ge also Sheikb83 F. Supp. 2d at 438.
Moreover, Defendants do not really dispute thair tt@nversion and breach of contract
claims are subject to a three- and six-year linatet period, respectivelySeeMot. at 11-12;
Opp. at 11-14. Defendants’ vague and conclusdegations that “Marvel made affirmative
misrepresentations that it had returned all Kirkiyark in its possession, which misled the
Kirbys,” Opp. at 11 (citing Counterclaims  43)e awot the sort of extraordinary circumstances
that justify equitable tolling. Nor do they supparclaim of fraudulent concealment, which must
be pled with particularityNat'| Group for Commc’ns & Computers, Ltd. v. Lut@echs. InG.
420 F. Supp. 2d 253, 265 (S.D.N.Y. 2006), and epsttolling is “only appropriate in rare and
exceptional circumstancesZerilli-Edelglass v. N.Y. City Transit Autt833 F.3d 74, 80 (2d Cir.
2003);Grosz v. Museum of Modern ANo. 09 Civ. 3706(CM)(THK), 2010 WL 88003, at *14-
16 (S.D.N.Y. Mar. 3, 2010) (McMahon, J.). Herefé&wlants fail to plead such fundamentals as
what the alleged misrepresentations were, whenweeg made or by whom, how they misled
Defendants or when Defendants discovered thathibdybeen misled. Defendants cannot
credibly claim — 25 years later — that they werkartelessly ignorant” or exercised reasonable
diligence to discover their claim$ee, e.gBertin v. United State€/78 F.3d 489, 494 n.3 (2d
Cir. 2007);Moll v. U.S. Life Title Ins. Co. of N,YZ00 F. Supp. 1284, 1289 (S.D.N.Y. 1988).
Additionally, Barbara and Susan Kirby simply la¢&rgding to bring these counterclaims
on behalf of the Rosalind Kirby TrusEeeMot. at 14-15. Under both New York and California

law, the rights afforded under a testamentary mustdetermined by the law of the decedent’s

! As these claims were clearly time-barred, Marxéteded Defendants the courtesy of writing
a letter to request that the counterclaims be dised. SeeQuinn Decl., Ex. B. Defendants did
not respond, so Marvel was compelled to file trstant motion.



domicile. See, e.gEstate of Stoberl08 Cal. App. 3d 591, 596 (Cal. Ct. App. 1980)re
Application for Judicial Approval of Resignation@hase Manhattan Bank as ;J7.73 N.Y.S.2d
529, 530 (N.Y. Sur. Ct. 2003) (“[T]he testator'sndiaile” is “the source of law that should
govern a testamentary trust.”). Rosalind Kirby \@a&Salifornia domiciliary, so California law
applies, and the right to assert claims on belfdti@Rosalind Kirby Trust belongs exclusively
to Lisa Kirby, the Trustee and the only party witkgal title to the cause.Saks v. Damon Raike
& Co., 7 Cal. App. 4th 419, 427 (Cal. Ct. App. 1992).

That Lisa Kirby does not want to assert these ddiefore this Court does not entitle her
to bestow her standing upon her sisters. Couxts Abowed the beneficiary of a trust standing
to sue for the benefit of the trust if the trustefises to assert a claim upon demingrotect
beneficiariesof a trust, not to allow for litigation gamesmaipshSee idat 427-28. Lisa Kirby's
fear of waiving her objections to personal jurisidic, Opp. at 15, is also unfounded because the
law of the case has already been established &@adlirt has held that Lisa Kirby is subject to
personal jurisdiction in this actiorBee Marvel Worldwide, Inc. v. Kirbjo. 10 Civ. 141(CM),
2010 WL 1655253 (S.D.N.Y. Apr. 14, 201@equitron Med., Inc. v. CBS, In&No. 93 Civ. 950
(SS), 1994 WL 30414, at *6 (S.D.N.Y. Feb. 2, 19@8rlier holding that defendant was subject
to personal jurisdiction was law of the case).

Finally, the conversion and breach of contract ¢texctaims are barred by the Marvel
Debtors’ consummated and confirmed Plan of Reorgdioin. Mot. at 11. Rosalind Kirby, on
behalf of whose trust the conversion and breadonfract counterclaims are purportedly
brought, clearly had actual notice of the bar oatet in fact filed a proof of claim in Marvel’s
bankruptcy proceedingSeeQuinn Decl., Ex. A. Thus, the argument that prgtipa claims

may not be discharged without actual notice whey trave been fraudulently concealed has no



bearing here SeeOpp. at 9-10. Further, Defendants do not and daalleme any fraudulent
concealment with the requisite specificitgee, e.gln re Tabibian 289 F.2d 793, 795 (2d Cir.
1961) (objectors must establish “reasonable grotmrdselieving that there was fraud”).

Moreover, Defendants’ contention that the Court matytake judicial notice of
bankruptcy and SEC filings is plainly wrong; thedEeal Rules do not require parties to make a
formal request for judicial notice in federal couBeeFed. R. Evid. 201(c) (“court may take
judicial notice, whether requested or not.”). Taurt may take judicial notice of the contents
of SEC filings. Amorosa v. Ernst & Young, LL.B72 F. Supp. 2d 493, 502 (S.D.N.Y. 2009)
(McMahon, J.) (citation omitted). The counterclaifor conversion and breach of contract
asserted here years later are barred by the dgehgunction and must be dismissed.

V. DEFENDANTS HAVE FAILED TO STATE A FALSE ADVERTISING CLAIM

The Supreme Court’s decisionrastar v. Twentieth Century Fox Film Caorp39 U.S.
23 (2003), precludes a claim based on the allegidaté to “identify Jack Kirby as the author or
co-author” of certain charactersTime Incredible HullandX-Men Origins: Wolverindiims.
SeeOpp. at 21. The possibilityastarleft open — that a Lanham Act false advertisiragrol
under section 43(a)(1)(B) arising from a misrepnéstgon with respect tthe substancef a
work (i.e., its “nature, characteristics or quatti) could be viable — is not implicated here,
where the allegations concern an alleged failutidoute authorship. A “failure to attribute
authorship to Plaintiff does not amount to misrepreation of the nature, characteristics,
gualities, or geographic origin of Defendants’ geddrhomas Publ’'g Co., LLC v. Tech. Eval.
Ctrs., Inc, No. 06 Civ. 14212 (RMB), 2007 WL 2193964, at KD.N.Y. July 27, 2007 ee
also Lapine v. SeinfeldNo. 08 Civ. 128 (LTS)(RLE), 2009 WL 2902584, 46*%(S.D.N.Y. Sept.
10, 2009)aff'd, 2010 WL 1688713 (2d Cir. Apr. 28, 2010) (rejegtimnham Act claim based

on use of recipes “without any attribution as te slource of the ideas and the work” as
7



“precisely the type of claim precluded bystar’); Antidote Int’l Films, Inc. v. Bloomsbury
Publ'g, PLC 467 F. Supp. 2d 394, 400 (S.D.N.Y. 2006) (dismgs$alse authorship claims
because “[i]f authorship were a ‘characteristic*quality’ of a work, then the very claifastar
rejected under 843(a)(1)(A) would have been avkalabhder 843(a)(1)(B)”). In fact, another
Lanham Act claim involving Marvel’s purported faituto identify a writer as the author of a
comic book character was recently dismissed beclsdiolding ofDastar extends to claims
arising under subsection (B) . . . . [and wheredrepresentation of authorship lies at the heart of
this action, the plaintiff's Lanham Act claim isrbad byDastar.” Gary Friedrich Enters., LLC
v. Marvel Enters., IngNo. 08 Civ. 1533 (BSJ)(JCF), 2010 WL 17897141& (S.D.N.Y. May
3, 2010). Each of the cases Marvel cited in ityimp papers is in accordeeMot. at 16-18,
and Defendants’ futile efforts to distinguish thasses are based on pure mischaracterizations
of their holdings.

The single case on which Defendants rely predatestear and consistent authority, has
not been cited by any other court within this Circand is distinguishableSeeOpp. at 19.
Specifically,Clauson v. Eslingei55 F. Supp. 2d 256, 261-62 (S.D.N.Y. 2006), ined a
claim that it was false advertising to credit tiethdant as the producer of a film, so the film
itself was the “goods” or “services” at issue.cbntrast, Defendants do not allege that Kirby
authored or created any part of the films at isgwstead, they allege that Kirby authored or co-
authored aminderlying ideaor concept within the films. This is precisely tttistinction that the
trial court made irClassic Media, Inc. v. MewboriNo. 05-452 (C.D. Cal. Filed Sept. 29, 2005),
in which the court dismissed the plaintiff’'s claimder section 43(a)(1)(B). Defendants’ sleight-
of-hand attempt to support their position with tda to an irrelevant decision in ti@assic

Mediacase’s subsequent histosgeOpp. at 20-21, should be disregarded.



V. ALL CLAIMS AGAINST DISNEY AND MARVEL ENTERTAINMENT  SHOULD
BE DISMISSED

Defendants concede in a footnote that it was imgrép assert counterclaims for
conversion, breach of contract or false advertisigginst DisneySeeOpp. at 25 n.7. The first
and second counterclaims against Disney and #leoftounterclaims against Marvel
Entertainment should also be dismissed becausen®af¢s have failed to meet their burden to
plead sufficient facts to make their claims “plduision [their] face.”Igbal, 129 S. Ct. at 1949.
Instead, Defendants’ brief muses about a “troubtiagsibility that Marvel may ‘license’ key
rights in the recaptured Kirby copyrights . . Qizney, MEI or a subsidiary of either at below-
market terms.” Opp. at 22. The only citationtie tounterclaims in support of this bald
accusation is to paragraph 35(h), which is a préyeinjunctive relief, not a factual allegation,
and the case cited (in which Defendants’ coung@ksented plaintiffs) is inapposit&eeSiegel
v. Warner Bros. Entm't, Inc542 F. Supp. 2d 1098 (C.D. Cal. 2008) (holdirag the Second
Circuit's earlier determination that works at issuere not works made for hire was binding and
thus copyrights were subject to termination).Slage] the alleged intra-company below-market
deal occurred the same year the termination notieeame effective. Here, the Court has not
yet even considered the work-for-hire nature oblfis works, there is no allegation of a deal,
and the Court need not be concerned about a hyjpatheeal when Defendants would not have
a right to any profits before 2014 at the earliest.

Similarly, repeated arguments that veil-piercingnsequitable remedy used to avoid
“injustice” are irrelevant because the counterctadn not contain any allegations of any such
injustice, let alone any of the other elements ireguto pierce the corporate velbee, e.g.

Trevino v. Merscorp., Inc583 F. Supp. 2d 521, 528 (D. Del. 200)e alsdMot. at 19-20.



Defendants also do not address, and thus effegtoegicede, their failure to adequately plead
any facts whatsoever to support a finding of amynfof agency liability. SeeMot. at 20-22.

For the first time, Defendants argue in their btieft that their counterclaims are
properly asserted against Marvel Entertainmentumsed is a successor corporation and can
therefore be liable for the acts of the “Marveld&eessors.” Opp. at 25. Yet, Defendants have
pled no facts whatsoever to support this theojability; vague and conclusory allegations that
“Marvel” (defined as Marvel Worldwide, Inc., MarvE€haracters, Inc. and Marvel Rights, LLC
together with Marvel Entertainment) was the suamessinterest to the “Marvel Predecessors,”
cannot, as a matter of law, support a finding atcessor liability. SeeCounterclaims {1 10, 14.
New York v. National Service Industrid$0 F.3d 201 (2d Cir. 2006), is inapposite asctheat
there was faced with a fully developed record tiiatranted the traditional common law rule of
successor liability. Without any factual allegasowith respect to the relationships among the
Marvel entities, all counterclaims against Marvatéttainment must be dismissed.

Having failed to plead actual facts, Defendantsxcamow cure this deficiency by
baseless accusations in opposition to a motiofstaids. See, e.gGuippone v. BH S&B
Holdings LLG 681 F. Supp. 2d 442, 446 (S.D.N.Y. 2010) (McMahbh(complaint may not be
amended via supplemental information in a brief).

CONCLUSION

For all the foregoing reasons, and for all the saasset forth in Marvel’s moving papers,

Defendants’ counterclaims should be dismissedeir imtirety.

Dated: June 21, 2010 By: /s/ James W. ®Quin
WEIL, GOTSHAL & MANGES LLP
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