UNITED STATES COURT OF APPEALS FOR THE SIXTH CIRCUIT

Evans v. Pearson Enterprises, Inc.

434 F.3d 839 (6th Cir. 2006) - No. 04-2229 - Decided January 19, 2006

SUMMARY

The Sixth Circuit affirmed dismissal of Jane Evans's claims arising from alleged fiduciary breaches,

shareholder oppression, fraud, misrepresentation, and related conduct involving family trusts and

corporate transactions. The court held that the probate exception did not bar federal jurisdiction over

the breach-of-revocable-trust claim, but collateral estoppel and pleading deficiencies independently

supported dismissal, and the district court did not abuse its discretion in denying leave to amend.
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Plaintiff appealed from the Eastern District of Michigan's dismissal
under Federal Rule of Civil Procedure 12(b)(6) of claims for breach of
trust, shareholder oppression, fraud and related claims, and from the

denial of leave to amend.

Dismissal under Rule 12(b)(6) was reviewed de novo, accepting well-
pleaded factual allegations as true and construing reasonable
inferences in the plaintiff's favor. Denial of leave to amend was
reviewed for abuse of discretion because the district court did not

actually decide futility on the merits.
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QUESTIONS PRESENTED

1

. Whether the federal probate exception deprived the district court of jurisdiction over Evans's claim for

breach of her revocable inter vivos trust.

. Whether collateral estoppel barred Evans's breach-of-trust claim by preventing relitigation of fraudulent

concealment and related limitations issues.

. Whether Evans's shareholder-oppression claims concerning the 1993 and 1996 transactions were barred

by Michigan's statute of limitations and could be saved by fraudulent concealment.

. Whether collateral estoppel barred the shareholder-oppression claim concerning the 1998 transaction.

. Whether Evans's fraud claims were barred by the statute of limitations or failed for insufficient pleading

of reliance.

. Whether the district court properly denied Evans's requests for leave to amend.

HOLDINGS

1.

The probate exception did not deprive the federal district court of jurisdiction over Evans's in personam
claim concerning her revocable inter vivos trust because the claim did not interfere with probate
proceedings, require general jurisdiction over probate, or require federal control over property in state

custody.

. Although the district court had jurisdiction over the revocable-trust claim, dismissal was proper because

collateral estoppel barred Evans from relitigating fraudulent concealment and the applicable statute-of-

limitations issues.

. The shareholder-oppression claims concerning the 1993 and 1996 transactions were barred by

Michigan's six-year statute of limitations because Evans did not plead fraudulent concealment with the
particularity required by Rule 9(b), and collateral estoppel independently barred reliance on fraudulent

concealment.

. The shareholder-oppression claim concerning the 1998 transaction failed because collateral estoppel

barred Evans from asserting the factual allegations on which the claim depended.

. The fraud claims concerning the 1993 and 1996 transactions were barred by the statute of limitations

because Evans failed to plead fraudulent concealment with particularity. The fraud claim concerning the

1998 transaction failed because Evans did not plead detrimental reliance with particularity.

. The district court did not abuse its discretion in denying Evans's requests for leave to amend because the

first request failed to state grounds with particularity and the later requests were not clearly presented as

distinct motions.



KEY QUOTATIONS

“Because Evans’ claim does not require the federal court to interfere with probate proceedings, assume
general jurisdiction over probate, or assume control over property in the custody of a state court, the district

court has jurisdiction to consider her claim.” (434 F.3d at 847)

“For these reasons, the district court had jurisdiction to hear Evans’ claim for breach of the revocable trust.”
(434 F.3d at 849)

“For the foregoing reasons, we AFFIRM the orders of the district court dismissing all of Evans’ claims and

denying her leave to amend her complaint.” (434 F.3d at 854)

FACTUAL BACKGROUND

Evans held interests in three trusts whose principal assets included voting and nonvoting stock in Ervin
Industries. She alleged that Bank One, acting as trustee and lender to Ervin-related entities, had conflicts of
interest and breached fiduciary duties in connection with acquisitions in 1993, 1996, and 1998. She also alleged
shareholder oppression, fraud, misrepresentation, and conspiracy arising from those transactions. Evans had
previously litigated substantially overlapping fiduciary-duty and concealment issues in Michigan probate

proceedings.

PROCEDURAL HISTORY

Evans first pursued related fiduciary-duty claims in Michigan probate court, which entered judgment for Bank
One Trust; the Michigan Court of Appeals affirmed, and the Michigan Supreme Court denied leave to appeal.
Evans then brought this diversity action in federal district court. The district court dismissed her claims on
probate-exception, statute-of-limitations, collateral-estoppel, and pleading grounds and denied her requests to

amend. The Sixth Circuit affirmed.
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