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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF UTAH

MFGPC, INC., a California corporation,

Counterclaim and
Crosstaim/Third-Party
Plaintiff, MEMORANDUM DECISION AND
ORDER GRANTING IN PART
MFGPC’'S MOTION TO AMEND AND

V. ORDERING SUPPLEMENTAL
BRIEFING
MRS. FIELDS FRANCHISING, LLC, a
Delaware limited liability company, Case No. 2:1%5v-00094JNP-DBP
Counterclaim District Judge Jill N. Parrish
Defendant, Magistrate Judge Dustin B. Pead
and

MRS. FIELDS FAMOUS BRANDS, a
Delaware limited liability company, d.b.a.
Famous Brands International,

Cros<laim/Third-Party
Defendant.

Before the court ishe Motion for Leave to File Amended Complaint and Revise Case
Caption filed bydefendant and counterclaiand crossclaintiird-party plaintiff MFGPC, Inc.
(“MFGPC). Plaintiff and counterlaim defendant Mrs. Fields Franchising, LI{QVIrs. Fields)
andcrossclaimhird-party defendant Mrs. Fields Famous Brafidsamous Brand¥ oppose the
motion. The court grants the motion in pagtanting leave to amend the clairbsit reserving

judgment on the addition oDbe Defendantsand theproposed revision® the case caption
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BACKGROUND

In 2003, MFGPC and Mrs. Fields entered into a Trademark Licensing Agreé@ment
“Agreement”)! MFGPC received a license to manufacture and sell prepackaged popcorn bearing
the “Mrs. Fields” trademark. In exchange, Mrs. Fields received royalties parties performed
under the Agreement for over a decddethe eleventh year, Mrs. Fields purgattto terminate
the Agreement, citing MFGPC's failure to ptne “Guaranteed Royalty.” But MFGPC had paid
the Guaranteed Royalty in full, so MFGPC informed Mrs. Fields that the teromnaas
ineffective. Mrs. Fields never responded and instead filed suit.

Mrs. Fields’ lawsuit sought a declaration that it had properly terminated themgmnedn
response, MFGPC filed counterclaims against Mrs. Fields as wall@selaims’ against Mrs.
Fields Famous Brands (“Famous Brands”) and Mrs. Fields Confectioasfé@ions”)for breach
of contract, account stated, and breachhefimplied covenant of good faith and fair dealthg
MFGPC alleged that Mrs. Fields’ attempted termination was without basis andotberef
constituted a repudiation of the Agreement.

Mrs. Fields moved to dismiss the counterclaimg ghe court granted the motion, holding

that MFGPChad failed to state a claim for breach of contradrs. Fieldsthen moved to

10On April 30, 2003, Mrs. Fields, through a predecessor entity, entered into a rkddérensing
Agreement with LHF, Inc. Under the Agreement, LHF obtained a license to develndactare,
package, distribute, and sell prepackaged popcorn products bearing the “Mrs. Faelesiatk.
Christopher Lindley executed the Agreement on behalf of LHF. On June 30, 2003, LHF assigned
its right and obligations under the Agreement to MFGR@other entity owned and operated by

Mr. Lindley.

2 Although originallyfiled by MFGPCas® crossclaims,”the Court of Appeals fdhe Tenth Circuit
characterized the claims as thpdrty claims in its Mandaté Tenth Circuit Ordéf) (ECF No.
97).As explained below, the court respissupplemental briefing on ¢hissue of how the claims
should be characterized



voluntarily dismiss its complairfor declaratory judgment as moot. The court tgdrthe motion
and dismissed Mrs. Fields’ complaint.

MFGPC appealed, arguing, among other things, that the court erred when it dismisse
MFGPC’scounteclaimand crossclaim/thirgharty claimfor breach of contract. The Tenth Circuit
agreed, reversing thesthissal ofthe breach of contraatounterclaim and crossclaim/thiparty
claim and remanding the case for further proceedings. Because Mrs. Fields’ @©dmathbeen
voluntarily dismissedynly MFGPC'’s counteclaim andcrossclainfthird-party claimfor breach of
contract against Mrs. Fields and Famous Braadsinedviable on remand.

On remand, both parties moved for summary judgment. On August 20, 2018, the court
granted summary judgment in favor of MFGR©Iding that MFGPC had established the first
three elements of its breach of contract counterclaim: (1) the parties’ relgioraggoverned by
a valid contragt(2) MFGPC substantially performeohder the Agreement; and (3) Mrs. Fields
improperly repudiated the Agreement, thereby committing anredile breactBecauséIFGPC
had not movedbr summary judgment on the issueaaemedythe court left thtissuefor another
day.

At the time of the court’s order, MFGPC had a pending motion for leave to amehd.
order granting summary judgmertetcourdirectedVFGPC to notify the court within seven days
if it still sought leave to amend. On September 20, 2018, MFGPC filed the present moting seeki
leave to amendnd to correct the casaption The couristruckMFGPC’sformer motiorfor leave

to amend as moot. The court now addresses the present tocdimend



ANALYSIS
l. Leave to Amend

MFGPC filed its first counterclainand crosslaim complainton February 24, 2015.
MFGPC amendedhoseclaims on May 14, 2015. After the appeal to the Tenticu@ and
subsequent remand, Mrs. Fieldssweredthe First AmendedCounterclaim and fos<slaim
Complainton February 13, 2018. MFGPC filed a motion for leave toailamended complaint
on March 8, 2018. MFGPC filed its present motion to amend on September 20, 2018, one month
after the court’s order granting summary judgment in favor of MFGHEGPCmoves the court
for leaveto amend theounterclaim and crossclaioomplaint to add claims farquitable relief
andto add 100 Doe Defendant$

Becauseghe named counterclaim and crossclaim defendants have answered and more than
21 days have passsihce the filingof the answerMFGPC mayamend onlywith permission of
the court pursuant to Fed. R. Civ. P. 15(a)(2). “The grant of leave to amend the pleadingg pursua
to Fed. R. Civ. P. 15] is within the discretion of the trial courCastleglen, Inc. v. Resolution
Tr. Corp, 984 F.2d 1571, 1584-85 (10th Cir. 1993) (internal citation omitted). “The court should
freely give leavdto amend] when justice so requires.” Fed. R. Civ.3a)R). “Refusing leave
to amend is generally only justified upon a showing of undue delay, undue prejudice to the
opposing party, bad faith or dilatory motive, failure to cure deficienciemeypdments previously
allowed, or futility ofamendment.”Bylin v. Billings 568 F.3d 1224, 1229 (10th Cir. 2009)
(citation omitted)As none of the elements for refusing leave to amend are presentthgraats
MFGPC leave to amend in part, but reserves judgment on the adufitio® “Doe Defendants”

due toMFGPC's failure to comply with the Federal Rules of Civil Procedure.



1. Bad Faith
Mrs. Fields has not alleged that BPC acted in bad faith, nor does the court find any
evidence of bad faith in the pleadings.
2. Undue Delay
MFGPC has not unduly delayed. Although a substantial amount of time has passed since
the inception of this suiMFGPC filed its first motion to amendst five weeksafter remand, and
the present motion just over a month after the summary judgment order. Moreover, botis moti
to amend werdiled before the entry of a schedulimgder There was no& scheduling order
because the partiesd not hold a Rule 26(a) Planning Meeting until after the order on the motions
for summary judgment. Consequentlyere was no deadline for seeking to athéhe pleadings.
The court is therefore unpersuaded by Mrs. Fields’ argument that MFGR@dlélseeking leave
to amend.
3. Prejudice
“The second, and most important, factor in deciding a motion to amend the pleadings, is
whether the amendment would prejudice the nonmoving pakinter v. Prime Equip. Cp451
F.3d 1196, 120408 (10th Cir. 2006) (ting United States v. Hougha®64 U.S. 310, 316 (1960)).
“Courts typically find prejudice only when the amendment unfairly affeetdé¢fendantsn terms
of preparing their defense to the amendmeénd., at 1208 quotingPatton v. Guyer443 F.2d 79,
86 (10th Cir.1971)).The court concludes that Mrs. Fields will not be unduly prejudidedsPC
does not seek to inject entirely new claims into the proceedings. Rather, Mie8kConlyo add
separateclaims for declaratory judgment and equitable relief. And even these claiensiot
entirely new because MFGPC'’s active counterclaim already requests b@getaamd equitable

relief. First AmendedCounterclaim and CrogSlaimsat J 25. Mrs. Fields will beable tofully



prepare its defenses becaudespite four years of litigeon, the parties did not begdiscovery
until recently. Thudvrs. Fields willhave ample opportunity to develop its defenses.

4. Futility

“A proposed amendment is futile if the complaint, as amended, would be subject to

dismissal.” United States ex reBarrick v. ParkefMigliorini Int'l, LLC, 878 F.3d 1224, 1230
(10th Cir. 2017)cert. denied sub nortl.S. ex rel. Barrick v. Parkevligliorini Int'l, LLC, 139 S.
Ct. 78 (2018) (quotingarnes v. Harris783 F.3d 1185, 1197 (10th Cir. 20L5A complaintis
subject to dismissal under Federal Rule of Civil Procedure 12(b)(6) ilahwifb fails to allege
facts that would allow the court to draw the reasonable inference that the defsricsdie ifor
the misconduct allegedIt. (quotingFields v. Cityof Tulsga 753 F.3d 1000, 10323 (10th Cir.
2014)). Mrs. Fields argues that the proposed amendments adding claims for declaratory and
injunctive relief are futile because the court’s finding that Mrs. Fibléached the Agreement
precludes equitable reli Mrs. Fields also argues that adding Doe Defendaatdd befutile.

a. Equitable Relief

The court finds that the claims for equitable relief are not fugiteh legal and equitable

remediesareavailablefor abreach of contrac6eeAdams v. Cyprus Amax Minerals Cb49 F.3d
1156, 1162 (10th Cir. 1998omparing equitable and legal remedies in breach of contract suits).
MFGPC is not estopped from seeking equitable relief merely because thbasalready ruled
that Mrs. Fields lrached the Agreeme@eeDairy Queen, Inc. v. Wop869 U.S. 469, 47@.962)
(“the legal claims involved in thbreach of contracthction must be determined prior to any final
cout determination of respondentsquitableclaims”). Indeed, MFGPC has ats filed a motion

for temporary restraining order, on which the courtdragred a full evidentiary hearingt that



hearing, the memstof the claim will be determined, but for purposes of amendment, the claim is
not futile on its face.
b. Doe Defendants

Mrs. Fields argues that adding 100 Doe Defendants would be futile beébays&ould
not be liableas licensees of the tradark agreement that Mrs. Fields breached. In so arguirsy,
Fieldsrelies onICEE Distributors, Inc. v. J&J Snack Foods Cqrg45F.3d 841, 847 (5th Cir.
2006) In ICEE, the court held thafa]n exclusive licensee does not have a claim for trademark
infringement against a subsequent licensee. The claim arises instead undegibckath against
the subsequent licensee and foraoreof contract against the licensdd’” But MFGPC does not
seek damages against the subsequent licerRa#®er, itseeks injunctive relief. Anthe ICEE
court actually upheld injunctive relief against the licendmesed on the&inderlyingbreach of
contracteventhoughit refused to award damagges breach of contract against the licensésks
at 850.Similarly, in this caseMFGPC seeksonly injunctive relief against the Doe Defendants
Thus,MFGPC'’s motion to add Doe Defendants is not futile.

Howeve, the court reserves judgment on whether to allow MFGPC to add dke D
Defendantst this junctureFirst, the court cautions MFGPC that it will not award injunctive relief
against nameless parties that have not been properly joinedaw is clear thgbarties are not
entitled to a declaratory judgment that would affemtparties ¢ the suitSeeFed. R. Civ. P. 57
advisory committee’s note to 1937 adoption. Although MFGPC may amend its complaint wit
“Doe Defendants” as placeholders, MFGPC must pippeentify and properlyoin any parties
before they can be subject to injunctive relief.

Moreover, the court declines to rule on MFGPC’s motion to add the Doe Defendants until

MFGPCidentifiesunder which Federal Rule of Civil Procedure it seeks totadoch MFGPC



previously has failed to distinguidletween “crossclaim” and “thirgarty” claims.Crossclaims
are governed by Fed. R. Civ. P. 13(ghile third-party claims are governed by Fed. R. Civ. P. 14.
In order to amend its complaint, MFGPC must clarify via Whtederal Rul& seeks to add the
Doe Defendants.

Il. Request toRevise Case Caption

The courtalsoreserves judgment on MFGPQC&xjuesto revise the case caption. MFGPC
asksthatthe case caption be revised and M&GPCbe renamed the plaintiff for simplicity. Bu
MFGPC fails to cite any authorityhat would allow such a revision. Moreover, the court is
concerned that changing the caption may give rise to additional confusion.

The court does, however, find it necessary to clarifyshtus ofthe currat parties.
Although MFGPC filed “crosglaims” (seeECF Ncs. 11 and 41) against Famous Brands and
Confections: neither company was party to Mrs. Fields’ original complaii@trossclaims” can
only be brought against quartiesSeeFed. R. Civ. P. 13(g). In order to bring crossclaimsGPC
first would have needed to move to join Famous Brand and Confections pursuant to Fed. R. Civ.
P. 19 or 20. Alternatively, MFGPC could have added Famous Brand and Confections-as third
party defendants, pursuant to FBd.Civ. P. 14after “serv[ing] a summons and complaint on a
nonparty.”® It appears thaMFGPC failed to comply with the Federal Rules of Civil Procedure
when joining these partie®ut Famous Brands is still a purported party to the suit, tkespi

MFGPC'’s apparent failerto properly join it. The uncertainty in Famous Brands’ role in the suit

3 All claims agains Confections were dismissed with prejudice on October 29, 2015. As
Confections was not a party to the breach of contract claim that was reing€atgections
remains dismissed on remand. The clerk of court is asked to terminate @msfastia party.

4 Famous Brands and Confections were added without motion by either party.

®In its Order theTenth CircuitCourt of Appeals characterized the claims as tpady claims.
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has caused much confusion. The court hereby orders MFGPC to file a supplementaindemor
no longer tharb pages clarifying Famous Brandsole in the suit, and showing cause as to why
Famous Brands should not be dismissed for failuggraperlyjoin it as a partyThe court also
orders MFGPC to clarify whethet proposes to adthe “Doe Defendants” as thugharty or
crossclaim defendants.
ORDER

The courtHEREBY GRANTS IN PART MFGPC'’s Motion to Amend and Revise the
Case Caption (ECF No. 139). The court grants MFGPC leave to file an amended caiomtard|
crossclainthird-party complaintadding claims for injuctive and declaratory relief. Bthe court
reserves judgment omhether MFGPC may add the Doe Defendants and whether MFGPC may
revisethe case captiorVithin TEN DAYS of this Order, MFGPGhall file a supplemental
memorandum of no more th&magesspecfying whether the claims againsamous Brandand
the proposed claims against Doe Defendaants cossclaim or thireparty clains. MFGPC nay
also move to cure the joinder of Famous Brands. Failure to dallsgesult in thedismisal of
Famous Brands famproper joinderWithin seven daysof the court’s ruling on the motion to

revise the case caption, MFGPC shall file its amended complaint.

DATED January 8, 2019

BY THE COURT:

JILL N. PARRISH Judge
United States District Court
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