UNITED STATES COURT OF APPEALS FOR THE SECOND CIRCUIT

Inspired Capital LL.C v. Condé Nast

No. 19-2057-cv (2d Cir. Feb. 12, 2020) (summary order) - No. 19-2057-cv - Decided February 12, 2020

SUMMARY

The United States Court of Appeals for the Second Circuit affirmed judgments dismissing plaintiffs'
claims against Condé Nast and FremantleMedia North America, Inc. and denying leave to amend. The
court held that the complaint and proposed amended complaint failed to plausibly allege aiding and
abetting breach of fiduciary duty, misappropriation of trade secrets, aiding and abetting fraud, or
conspiracy to commit fraud. The court also affirmed dismissal of the fraudulent concealment claim on

the district court's stated grounds.
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PROCEDURAL POSTURE Plaintiffs appealed the district court's dismissal of their complaint

under Federal Rule of Civil Procedure 12(b)(6) and denial of their

motion for leave to amend on futility grounds.

STANDARD OF REVIEW De novo review applies to both dismissal under Federal Rule of Civil
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QUESTIONS PRESENTED

1. Whether the complaint and proposed amended complaint plausibly alleged aiding and abetting a breach
of fiduciary duty under New York law.

2. Whether the complaint stated a claim for misappropriation of trade secrets.

3. Whether the complaint and proposed amended complaint pleaded the alleged fraud with the particularity
required by Federal Rule of Civil Procedure 9(b), sufficient to support aiding and abetting fraud and

conspiracy to commit fraud.

4. Whether the district court properly denied leave to amend on the ground that amendment would be
futile.

HOLDINGS

1. The complaint and proposed amended complaint failed to plausibly allege that defendants had actual
knowledge of, or knowingly participated in, any breach of fiduciary duty by Harris. Dismissal was

therefore proper even though the district court had relied on an alternative statute-of-limitations ground.

2. Dismissal of the misappropriation claim was proper because plaintiffs did not allege that defendants

used IFS's intellectual property or trade secrets.

3. The fraud-based claims were properly dismissed because the complaint and proposed amended
complaint failed to plead an underlying fraud with the particularity required by Federal Rule of Civil
Procedure 9(b).

4. The district court properly denied plaintiffs leave to amend because the proposed amendment would
have been futile.
KEY QUOTATIONS

“we accept as true all factual allegations and draw from them all reasonable inferences; but we are not

required to credit conclusory allegations or legal conclusions couched as factual . . . allegations.” (4)

“Allegations of fraud under Rule 9(b), therefore, must be pled with particularity and "specify the time, place,

speaker, and content of the alleged misrepresentations."” (7-8)

FACTUAL BACKGROUND

Inspired Food Solutions, LL.C was a Florida corporation in which plaintiffs held minority interests; Chef Calvin
Harris was its majority shareholder and chief executive officer. Defendants licensed their intellectual property to
IFS for development and marketing of health food products, but after IFS became unable to pay its debts, Harris

formed Benevida Foods, LLC with a new investor, defendants terminated the IFS license, and defendants



entered a new license agreement with Benevida. Plaintiffs alleged that defendants aided Harris's fiduciary

breaches, misappropriated IFS trade secrets, and participated in fraud.

PROCEDURAL HISTORY

Plaintiffs sued defendants in the Southern District of New York after a Florida court dismissed claims against
defendants based on a New York forum-selection clause. The district court dismissed the complaint for failure to
state a claim and denied plaintiffs' motion for leave to amend because amendment would be futile. The Second

Circuit affirmed both judgments.
DISPOSITION

affirmed
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