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1 HEATH &amp; STEINBECK, LLP



STEVEN A. HEATH (SBN 250867)



2 5777 W. Century Blvd., Suite 1670

3 Los Angeles, CA 90045



Telephone: (213) 335-6245

4 Facsimile: (213) 335-6246

saheath@heathsteinbeck.com

5



6 Attorneys for Defendants



DRAGON GATE OR, LLC; XIAO LI;



7 and CHANG XU JIANG

8

9



UNITED STATES DISTRICT COURT



10



CENTRAL DISTRICT OF CALIFORNIA



11



SOUTHERN DIVISION



12

13



15



JEFFREY LIN, an individual; FAN

ZHOU, an individual; YUE LIN

ZHOU, an individual; and LI GANG

YANG, an individual,



16



Plaintiffs,



14



17

18

19

20

21

22



CASE NO.: 8:15-CV-00996-PSG-JC

ANSWER OF DEFENDANTS

DRAGON GATE OR, LLC, XIAO LI,

AND CHANG XU JIANG TO FIRST

AMENDED COMPLAINT



vs.

DRAGON GATE OR, LLC, an

Oregon corporation; XIAO LI, an

individual; CHANG XU JIANG, an

individual; and DOES 1 through 10,

inclusive,

Defendants.



23

24



Defendants DRAGON GATE OR, LLC (“Dragon Gate”), XIAO LI (“Li”), and



25 CHANG XU JIANG (“Jiang”) (collectively, “Defendants”), by and through their

26 undersigned counsel of record, in response to the First Amended Complaint (“FAC”)

27 filed by Plaintiffs JEFFREY LIN (“Lin”), FAN ZHOU, YUE LIN ZHOU, and LI GANG

28 YANG (collectively, “Plaintiffs”), answer the FAC as follows:

1
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NATURE OF THE ACTION



1

2



1.



The allegations in paragraph 1 assert contentions of law, as to which no



3 response is offered. To the extent any factual allegation is implied, Defendants deny the

4 allegations in said paragraph.



VENUE AND JURISDICTION



5

6



2.



The allegations in paragraph 2 assert contentions of law, as to which no



7 response is offered. To the extent any factual allegation is implied, Defendants lack

8 sufficient information to either admit or deny the allegations in paragraph 2 and on that

9 basis Defendants deny the allegations in said paragraph.

10



3.



The allegations in paragraph 3 assert contentions of law, as to which no



11 response is offered. To the extent any factual allegation is implied, Defendants lack

12 sufficient information to either admit or deny the allegations in paragraph 3 and on that

13 basis Defendants deny the allegations in said paragraph.



THE PARTIES



14

15



4.



Defendants admit the allegations in paragraph 4.



16



5.



Defendants admit the allegations in paragraph 5.



17



6.



Defendants admit the allegations in paragraph 6.



18



7.



Defendants admit the allegations in paragraph 7.



19



8.



Defendants admit the allegations in paragraph 8.



20



9.



Defendants admit the allegations in paragraph 9.



21



10.



Defendants admit the allegations in paragraph 10.



22



11.



Defendants deny the allegations in paragraph 11.



23



12.



The allegations in paragraph 12 assert contentions of law, as to which no



24 response is offered. To the extent any factual allegation is implied, Defendants lack

25 sufficient information to either admit or deny the allegations in paragraph 12 and on that

26 basis Defendants deny the allegations in said paragraph.

27



13.



The allegations in paragraph 13 assert contentions of law, as to which no



28 response is offered. To the extent any factual allegation is implied, Defendants lack

2
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1 sufficient information to either admit or deny the allegations in paragraph 13 and on that

2 basis Defendants deny the allegations in said paragraph.

3



14.



Defendants deny the allegations in paragraph 14.

GENERAL ALLEGATIONS



4

5



15.



Defendants admit that Jiang has previously been employed as a cook.



6 Defendants admit that Jiang introduced Plaintiffs to Li. Defendants lack sufficient

7 information to either admit or deny the remaining allegations in paragraph 15 and on that

8 basis Defendants deny those allegations.

9



16.



Defendants admit the allegations in paragraph 16.



10



17.



Defendants admit that Jiang is a manager of Dragon Gate. Defendants deny



11 the remaining allegations in paragraph 17.

12



18.



Defendants admit that Dragon Gate owns and operates the concern



13 described in the FAC as Sushi Express. Defendants deny the remaining allegations in

14 paragraph 18.

15



19.



Defendants deny that they, individually or collectively, “recruited or



16 solicited” Plaintiffs’ financial contribution to Oki Outlets, LLC. Defendants were

17 introduced to Plaintiffs through an associate of Jiang’s. Defendants admit that Oki

18 Outlets, LLC is based at 20 City Boulevard West, Space F007, Orange, California, and

19 that Lin and Jiang visited the premises prior to its opening. Defendants deny the

20 remaining allegations in paragraph 19.

21



20.



Defendants admit that on or around January 7, 2014, Oki Outlets, LLC was



22 formed as a California limited liability company, and that the company was formed to

23 operate the concern referred to in the FAC as Oki Restaurant. Defendants admit that a

24 true and correct copy of the Operating Agreement for Oki Outlets, LLC is attached to the

25 FAC as Exhibit A. Defendants deny the remaining allegations in paragraph 20.

26



21.



Defendants aver that the Operating Agreement for Oki Outlets, LLC speaks



27 for itself and Defendants deny the allegations of paragraph 21 to the extent they do not

28 accurately describe the contents of the Operating Agreement. Defendants further aver

3
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1 that Oki Outlets, LLC’s members are each Plaintiff, individually, and Dragon Gate.

2 Defendants lack sufficient information to either admit or deny the remaining allegations

3 in paragraph 21 and on that basis Defendants deny the allegations in said paragraph.

4



22.



Defendants admit that the Plaintiffs’ collective capital contributions to Oki



5 Outlets, LLC amount to $150,000 and Plaintiffs’ hold 50% of the membership interests

6 in the company. Defendants deny that they received said funds on behalf of Oki Outlets,

7 LLC. Said funds were deposited into a bank account held by Oki Outlets, LLC.

8



23.



Defendants admit the allegations in paragraph 23.



9



24.



Defendants admit that Jiang was generally responsible for the day-to-day



10 operating of Oki Outlets, LLC and that Li signed and filed the Articles of Organization

11 for the company. Defendants deny the remaining allegations in paragraph 24.

12



25.



Defendants admit that, through Plaintiff Lin, Plaintiffs have from time-to-



13 time requested financial information from Defendants in relation to Oki Outlets, LLC.

14 Defendants aver that they reasonably responded to such requests. Defendants deny the

15 remaining allegations in paragraph 25.

16



26.



Defendants aver that the 2014 tax return for Oki Outlets, LLC speaks for



17 itself and Defendants deny the allegations of paragraph 26 to the extent they do not

18 accurately describe the contents of the tax return. Defendants lack sufficient information

19 to either admit or deny the remaining allegations in paragraph 26 and on that basis

20 Defendants deny the allegations in said paragraph.

21



27.



Defendants deny the allegations in paragraph 27.



22



28.



Defendants lack sufficient information to either admit or deny the



23 allegations in paragraph 28 and on that basis Defendant deny the allegations in said

24 paragraph.

25



29.



Defendants deny the allegations in paragraph 29.



26



30.



Defendants deny the allegations in paragraph 30.



27



31.



Defendants deny the allegations in paragraph 31.



28



32.



Defendants deny the allegations in paragraph 32.

4
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1



33.



Defendants admit the allegations in paragraph 33.



2



34.



Defendants deny the allegations in paragraph 34.



3



COUNT ONE



4



(Fraud – Intentional Misrepresentation and Concealment)



5



[against all Defendants]



6



35.



Defendants repeat and incorporate the admissions and denials of paragraphs



7 1 through 34 above as if fully set forth herein.

8



36.



Defendants admit that it was generally understood between the parties that



9 the concern referenced in the FAC as Oki Restaurant would be located at 20 City Blvd.

10 W Space F007 in Orange, California. Defendants deny the remaining allegations in

11 paragraph 36.

12



37.



Defendants admit that it was generally understood by the members of Oki



13 Outlets, LLC that the parties’ capital contributions would be applied towards the concern

14 referenced in the FAC as Oki Restaurant. Defendants deny the remaining allegations in

15 paragraph 37.

16



38.



Defendants admit that the allegations in paragraph 38.



17



39.



Defendants admit that it was generally understood among the parties that



18 Oki Outlets, LLC would own and operate the concern referenced in the FAC as Oki

19 Restaurant.

20



40.



Defendants admit that Li and Jiang represented that Dragon Gate would



21 honor and comply with the Operating Agreement for Oki Outlets, LLC. Defendants deny

22 the remaining allegations in paragraph 40.

23



41.



Defendants deny the allegations in paragraph 41.



24



42.



The allegations in paragraph 42 assert contentions of law, as to which no



25 response is offered. To the extent any factual allegation is implied, Defendants deny the

26 allegations in said paragraph.

27



43.



The allegations in paragraph 43 assert contentions of law, as to which no



28 response is offered. To the extent any factual allegation is implied, Defendants deny the

5
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1 allegations in said paragraph.

2



44.



The allegations in paragraph 44 assert contentions of law, as to which no



3 response is offered. To the extent any factual allegation is implied, Defendants deny the

4 allegations in said paragraph.

5



45.



The allegations in paragraph 45 assert contentions of law, as to which no



6 response is offered. To the extent any factual allegation is implied, Defendants deny the

7 allegations in said paragraph.

8



46.



The allegations in paragraph 46 assert contentions of law, as to which no



9 response is offered. To the extent any factual allegation is implied, Defendants deny the

10 allegations in said paragraph.

11



47.



The allegations in paragraph 47 assert contentions of law, as to which no



12 response is offered. To the extent any factual allegation is implied, Defendants deny the

13 allegations in said paragraph.

14



48.



The allegations in paragraph 48 assert contentions of law, as to which no



15 response is offered. To the extent any factual allegation is implied, Defendants deny the

16 allegations in said paragraph.

17



49.



The allegations in paragraph 49 assert contentions of law, as to which no



18 response is offered. To the extent any factual allegation is implied, Defendants deny the

19 allegations in said paragraph.

20



COUNT TWO



21



(Breach of Fiduciary Duty)



22



[against all Defendants]



23



50.



Defendants repeat and incorporate the admissions and denials of paragraphs



24 1 through 49 above as if fully set forth herein.

25



51.



Defendants admit that Plaintiffs and Dragon Gate are the members of Oki



26 Outlets, LLC. Defendants deny the remaining allegations in paragraph 51.

27



52.



The allegations in paragraph 52 assert contentions of law, as to which no



28 response is offered. To the extent any factual allegation is implied, Defendants deny the

6
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1 allegations in said paragraph.

2



53.



Defendants deny the allegations in paragraph 53.



3



54.



The allegations in paragraph 54 assert contentions of law, as to which no



4 response is offered. To the extent any factual allegation is implied, Defendants deny the

5 allegations in said paragraph.

6



55.



The allegations in paragraph 55 assert contentions of law, as to which no



7 response is offered. To the extent any factual allegation is implied, Defendants deny the

8 allegations in said paragraph.

9



56.



The allegations in paragraph 56 assert contentions of law, as to which no



10 response is offered. To the extent any factual allegation is implied, Defendants deny the

11 allegations in said paragraph.

12



57.



The allegations in paragraph 57 assert contentions of law, as to which no



13 response is offered. To the extent any factual allegation is implied, Defendants deny the

14 allegations in said paragraph.

15



COUNT THREE



16



(Breach of Contract)



17



[against Defendant DRAGON GATE]



18



58.



Defendants repeat and incorporate the admissions and denials of paragraphs



19 1 through 57 above as if fully set forth herein.

20



59.



Defendants admit that the Operating Agreement for Oki Outlets, LLC was



21 signed on or around January 11, 2014 and that a true and correct of the Operating

22 Agreement is attached to the FAC as Exhibit A. Defendants further admit that Li and

23 Jian signed the Operating Agreement on behalf of Dragon Gate, and that Dragon Gate

24 holds 50% of the membership units in Oki Outlets, LLC.

25



60.



Defendants aver that the Operating Agreement for Oki Outlets, LLC speaks



26 for itself and Defendants deny the allegations of paragraph 60 to the extent they do not

27 accurately describe the contents of the Operating Agreement. Defendants deny the

28 remaining allegations in paragraph 60.

7
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1



61.



Defendants aver that the Operating Agreement for Oki Outlets, LLC speaks



2 for itself and Defendants deny the allegations of paragraph 61 to the extent they do not

3 accurately describe the contents of the Operating Agreement. Defendants deny the

4 remaining allegations in paragraph 61.

5



62.



Defendants aver that the Operating Agreement for Oki Outlets, LLC speaks



6 for itself and Defendants deny the allegations of paragraph 62 to the extent they do not

7 accurately describe the contents of the Operating Agreement. Defendants deny the

8 remaining allegations in paragraph 62.

9



63.



Defendants aver that the Operating Agreement for Oki Outlets, LLC speaks



10 for itself and Defendants deny the allegations of paragraph 63 to the extent they do not

11 accurately describe the contents of the Operating Agreement. Defendants deny the

12 remaining allegations in paragraph 63.

13



64.



Defendants aver that the Operating Agreement for Oki Outlets, LLC speaks



14 for itself and Defendants deny the allegations of paragraph 64 to the extent they do not

15 accurately describe the contents of the Operating Agreement. Defendants deny the

16 remaining allegations in paragraph 64.

17



COUNT FOUR



18



(Conversion)



19



[against All Defendants]



20



65.



Defendants repeat and incorporate the admissions and denials of paragraphs



21 1 through 64 above as if fully set forth herein.

22



66.



Defendants admit that Plaintiffs collectively paid $150,000 for 50% of the



23 membership interests in Oki Outlets, LLC. Defendants deny the remaining allegations in

24 paragraph 66.

25



67.



The allegations in paragraph 67 assert contentions of law, as to which no



26 response is offered. To the extent any factual allegation is implied, Defendants deny the

27 allegations in said paragraph.

28



68.



The allegations in paragraph 68 assert contentions of law, as to which no

8
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1 response is offered. To the extent any factual allegation is implied, Defendants deny the

2 allegations in said paragraph.

3



69.



The allegations in paragraph 69 assert contentions of law, as to which no



4 response is offered. To the extent any factual allegation is implied, Defendants deny the

5 allegations in said paragraph.

6



70.



The allegations in paragraph 70 assert contentions of law, as to which no



7 response is offered. To the extent any factual allegation is implied, Defendants deny the

8 allegations in said paragraph.

9



71.



The allegations in paragraph 71 assert contentions of law, as to which no



10 response is offered. To the extent any factual allegation is implied, Defendants deny the

11 allegations in said paragraph.

12



COUNT FIVE



13



(Accounting)



14



[against all Defendants]



15



72.



Defendants repeat and incorporate the admissions and denials of paragraphs



16 1 through 71 above as if fully set forth herein.

17



73.



The allegations in paragraph 73 assert contentions of law, as to which no



18 response is offered. To the extent any factual allegation is implied, Defendants deny the

19 allegations in said paragraph.

20



74.



The allegations in paragraph 74 assert contentions of law, as to which no



21 response is offered. To the extent any factual allegation is implied, Defendants deny the

22 allegations in said paragraph.

23



75.



The allegations in paragraph 75 assert contentions of law, as to which no



24 response is offered. To the extent any factual allegation is implied, Defendants deny the

25 allegations in said paragraph.

26



76.



The allegations in paragraph 76 assert contentions of law, as to which no



27 response is offered. To the extent any factual allegation is implied, Defendants deny the

28 allegations in said paragraph.

9
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