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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF KANSAS

MNM INVESTMENTS, LLC,

Plaintiff,

VS. Case No. 18-1267-EFM-KGG

HDM, INC. and DEREK MCCLOUD,

Defendants.

HDM, INC.,

Counterclaim-Plaintiff
2
MNM INVESTMENTS, LLC,

KANSAS MOTORCYCLE WORKS, LLC,
and MATTHEW MOORE,

Counterclaim-Dé&ndants

MEMORANDUM AND ORDER
Plaintiff MNM Investments, LLC, brought th&uit against a former parts supplier and its
principal, Defendants HDM, Inc., and Derek MoGdl. MNM alleges that is the owner of three
federally registered trademarkshetword mark “BDM,” the word mark “Big Dog Motorcycles,”
and the logo mark “Big Dog Motorcycles”—as wadl other intellectual property pertaining to the
design and manufacture lmfyh-end motorcycles. MNM assedsims of trademark infringement

and counterfeiting under the Lanham Act and anctleir breach of contract under Kansas law.
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This matter comes before the Court on MNM’stio for Preliminary Injunction (Doc. 75). As
explained in more detail below, the Court grants MNM’s motion with respect to HDM’s and
McCloud’s use of the entity name “Big Dog Matgcles, LLC.” The Court otherwise denies
MNM'’s request for preliminary injunctive relief.

l. Factual and Procedural Background

Between 1994 and 2011, Big Dog MotorcyclelsC, (“Old Big Dog”) manufactured and
sold specialty motorcycles under the “Big Dogabd. Old Big Dog is the original owner of the
“Big Dog Motorcycles” and “BDM”federal trademark registrations (the “Asserted Marks”). In
2003, HDM began purchasing parts and accessboes Old Big Dog for resale on its eBay
storefront. Some of thparts and accessories that HDNdoore the Asserted Marks. HDM
eventually began ordering new Big Dog partsriesale, some of whichlso bore the Asserted
Marks.

In 2011, Old Big Dog entered leruptcy. Its chief lender, trust Bank, N.A., foreclosed
on more than $2 million in loans and looked todtdlateral for satisfaction. Old Big Dog’'s
director of marketing and sales at the timas Matthew Moore, whis also one of MNM’s
principals. Moore wanted to sté® Big Dog line of motorcycles suve, so he made an agreement
with Intrust to find a buyer for @IBig Dog’s assets. In returimtrust agreed tassign him Old
Big Dog'’s intellectual property and 10% of theopeeds from the foreclosure process. Moore
spent the next two years overseeing the liquidatiortrust, for its part, executed a series of
conveyances that assigned Asserted Marks to MNM.

In 2014, HDM purchased Old Big Dog’s inveny, equipment, computers, and tooling

from Intrust. From 2014 to 2018, HDM camtied to sell Big Dog motorcycle parts and



accessories, some of which bore the Assertekd/and the “Big Dog Motorcyles” logo matk.
These parts and accessories were either pwdhasliquidation from Old Big Dog, or newly
manufactured for HDM, with MNM’s knowledgend acquiescence. In fact, MNM coordinated
with HDM: HDM advanced its parts to MNM'dfdiate Kansas Motorcycle Works, USA, LLC

for use in new motorcycles, and HDM allowed Kam#1otorcycle Works tsell parts through its
website. HDM also defended the Big Dog brand by policing unauthorized use of the Asserted
Marks on the website afther retailers.

MNM and HDM worked together from 2014 to 2017. MNM alleges that the parties’
relationship during this time wamverned by a written license agremsrh Under this agreement,
MNM granted HDM a license to asertain Big Dog intellectugroperty in connection with the
manufacture and sale of goods. The licenseeagent allegedly governed HDM’s use of MNM’s
trademarks, which the agreement defines as “all ogiplg; trade marks [sic], trade names, service
marks, trade dress, logos, indgagand product names” that arerma by MNM. This definition
encompasses the Asserted Marks as welBigdDog product nameskie K-9, K-9 250, Coyote
and others. The license also allegedly goseérADM’s use of MNM’s “Design Information,”
which is defined as “all information . . . abalgsign and engineering sjfezations, directions,
processes and procedures . . . that is usecdefuliis connection with th assembly, manufacturer
[sic] or service of the Motorcycles any parts incorporated therein.”

MNM has not produced a signed copy of tletise agreement. HDM'’s principal, Derek

McCloud, testified at the hearingaththis is becauske never read, negotiated, or signed this

1 MNM filed an application to register the “Big Dog kbwocycles” logo mark on November 2, 2015. This
mark was ultimately registered under number 5,357,471 for use in connection with motorcycles. Throughout the
remainder of this Order, the term “Asserted Marks” widlude the “Big Dog Motorcycles” logo mark, the “BDM”
word mark, and the “Big Dog Motorcycles” word mark.



agreement. McCloud admits that the agreemexst sent to Cover Crtafa parts supplier—in
December 2014 as evidence of HDMght to use the “Big Dog Motoycles” mark but testified
that he never reviewed the agreement attthragt or otherwise assted to its terms.

In December 2017, Moore and McCloud begagotiating MNM'’s purchase of HDM.
The negotiations were not fruitful. In June 2018, MNM sent McCloud an email telling him that
HDM’s right to use MNM'’s intellectual propsriexpired in December 2017. MNM alleges that
despite this notificatioriilDM continues to sell and orderrfmanufacture Bidpog branded parts
and accessories in violation okthicense agreement.

MNM filed suit against HDM on Septemb@i7, 2018, asserting claims of (1) federal
trademark infringement, (2) common law tradekninfringement, (3) trademark counterfeiting,
and (4) breach of conta MNM alleges that HDM’s coniued use of the Asserted Marks and
its product names in connection with the manufacame sale of its motorcycle parts constitutes
infringement. It further alleges that HDM breached the license agreement between the parties by
continuing to use the Design Information to manufacture motorcycle parts after termination of the
license agreement and by underpaying royattiessto MNM on parts sold by HDM. HDM denies
these allegations and disputes MN ownership of the Asserted Me. It contends that MNM
never acquired ownership of the “BDM” and “Bigp® Motorcycles” marks from Intrust, that it
fraudulently acquired a federalgistration for the “Big Dog Motorcycles” logo mark, and that
HDM actually acquired common law ownershiptio¢ marks through its continuous use of them
in commerce from 2003 to 2018.

On May 13, 2019, MNM filed a motion for gl summary judgment on the ownership
issue of the “BDM” and “BigDog Motorcycles” word marks.On August 13, 2019, the Court

ruled in MNM'’s favor, essentially finding that MWl owned the marks. The Court concluded, in
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part, that the conveyances from Intrust to MNM2014 effectively conveyed the marks to MNM.
It also rejected cerita defenses brought by HDM as to MNM'’s abandonment and naked licensing
of the marks.

While its summary judgment motion wasndeng, MNM filed a Motion for Preliminary
Injunction. MNM asks the Coutb enjoin HDM, McCloud, and thebfficers, agents, servants,
employees, successors, and assigns, from:

1. Infringing, unfairly competing wittgounterfeiting, and/or passing off the Big

512,% t(;svdngmarks, namely, the federally regestiemarks at issue in this lawsuit, as

2. Using the Big Dog designation, or any colorable imitation;

3. Holding themselves or their productd tuthe public as “fiicially licensed,”
or of similar status with spect to the Big Dog marks;

4. Using the Big Dog Design Informati@m manufacturing, $kéng, or offering
for sale goods derived from Big Dog Design Information.

The Court held a hearing on MNM’s mati on August 19, 2019. During the hearing, MNM
clarified that it is not seeking an injunctiprohibiting HDM and McCloud from selling any parts

bearing the Asserted Marks or manufacturedgigihe Design Information that were acquired or
manufactured during what it alleges was the terth@ficense. It is, however, seeking to enjoin
HDM and McCloud from selling any parts bearing thsserted Marks or manufactured using the

Design Information that were acged or manufactured after the evgtion of the alleged license.



Il. Legal Standard

“As a preliminary injunction is an extraordiry remedy, the right to relief must be clear
and unequivocal® The purpose of a preliminary injurmti is “to preserve thstatus quo pending
the outcome of the cas@.Whether to grant or deny a preiimary injunction rest within the
discretion of the district couft.

To be entitled to a preliminary injunction, theving party must demotrate: (1) that the
movant will suffer irreparable injury unless theuingtion issues; (2) that the threatened injury to
the movant outweighs whatever damages thpgs®ed injunction may cause the opposing parties;
(3) that the injunction, if issued;ould not be adverse tbe public interest; ah(4) that there is a
substantial likelihood that the movamill eventually prevail on the merifs.

lll.  Analysis

MNM'’s request for injunctiveelief involves two componest—the Asserted Marks and
the Design Information. As noted above, MNMiist three requests seek to enjoin HDM and
McCloud from making certain use of the Assetéarks. The Court will address these requests
first and then turn to MNM’s request tojeim HDM and McCloud from using the Design

Information.

2 Schrier v. Univ. of Colg 427 F.3d 1253, 1258 (10th Cir. 2005) (qUoSGFC ILC, Inc. v. Visa USA Inc
936 F.2d 1096, 1098 (10th Cir. 1991)).

3 Tri-State Generation & Transmission Ass'n, Inc. v. Shoshone River Powerg0bcF.2d 351, 355 (10th
Cir. 1986).

4 Beltronics USA, Inc. v. Midwest Inventory Distrib., L1862 F.3d 1067, 1070 (10th Cir. 2009).

5 Schrier, 427 F.3d at 125&ee also Resolution Trust Corp. v. Crut83 F. Supp. 1309, 1310-11 (D. Kan.
1992).



Initially, it should be noted &t MNM'’s request for prelimiary injunctive réef is highly
disfavored in this case becauseseeks to alter the status duoThe “status quo is the last
uncontested status between the parties which preceded the controversy until the outcome of the
final hearing.” Or, in other words, it is “the lageaceable uncontested status existing between
the parties before the dispute develop&d\’motion for preliminary injunction that seeks to alter
the status quo must be more closely scrutinized$sure that the exigaas of the case support
the granting of a remedy that is extr@dioary even in the normal coursg.”

Here, the last uncontested stabfithe parties allowed HDM tgell and order for sale parts
and merchandise bearing the Assd Marks or manufactured ungi the Design Information.
HDM has been selling Big Dog braed parts and merchandise siaté&ast 2003, and it has been
ordering newly manufactured parts for Big Dagtorcycles since 2011. Because MNM'’s motion
seeks to prevent HDM from performing these activjtieseeks to alter thgatus quo. Therefore,
the Court will closely scrutinize MNM’eequest for injunctive relief.

A. MNM'’s Request for Preliminary Injunc tive Relief as to the Asserted Marks

MNM’s first request for injunctive relief &s the Court to enjoin HDM and McCloud from
infringing, unfairly competing wh, counterfeiting, and passing off the Asserted Marks as their
own. MNM has not offered any evidence thHdM or McCloud is currently selling products

acquired after the term of thdeajed license that bear the Aded Marks. Additionally, MNM

6 See Schrier427 F.3d at 1259 (identifying preliminary injunctions that alter the status quo as “disfavored”)

71d. at 1260 (quotinddominion Video Satellite, Inc. v. EchoStar Satellite Ca2p9 F.3d 1149, 1155 (10th
Cir. 2001)).

81d. (quoting 11A Charles A. Wright et alederal Practice and Procedu&2948 (2d ed. 1995)).

91d. at 1259 (quotin® Centro Espirita Beneficiente Uniao Do Vegetal v. AshcB8® F.3d 973, 975 (10th
Cir. 2004)).



has not offered any evidence that HDM or Mm@l asserts ownership ovie Asserted Marks
or passes them off as their own. Indeedenvkhe Court pressed MNM’s counsel over these
matters during the preliminary injunction hewyi MNM agreed to drop its first request for
preliminary injunctive relief. Therefore, the Codenies MNM'’s first requ& for an injunction.

The Court will next skip to MNM'’s third reest for preliminary injunctive relief. This
request asks the Court to enjoin HDM and Ma@lérom holding themselves or their products out
to the public as “officially licensed” by the #Dog brand. Again, MNMhas not introduced any
evidence that HDM or McCloud hold themselvesasiBig Dog licensees. When the Court asked
MNM'’s counsel at the hearing ifithevidence had been introduckd,agreed with the Court that
it had not. Therefore, the Court denlMbsIM’s third request for injunctive relief.

MNM'’s second request concerning the Assehlaks asks the Court to enjoin HDM and
McCloud from using the Big Dog dggnation or any colorable imttan. During the hearing,
McCloud testified that he registat the entity name “Big Dog Maorcycles, LLC” with the Kansas
Secretary of State in December 883two months after this suit wéited. He further testified,
however, that he had not taken aayion with respect to the narard that he did not intend to do
so in the future.

The Court concludes that any use of this entity name by McCloud or HDM in connection
with HDM’s business would constitute infringentef the “Big Dog Mdorcycles” word mark?

HDM would essentially be claiming MNM'’s regiseet mark as its own. In addition, MNM would

0 Under 15 U.S.C. § 1125(a), the owner of a registered trademark may bring an infringement action against
any person who “uses in commerce any word, term, name, or false designation of origin. . . whightcs dikese
confusion . . . as to the affiliation, connection, or assaxtiaif such person with another person, or as to the origin,
sponsorship, or approval of his or her goodsyjises, or commercial activities by another person.”



suffer irreparable harm if HDM is not enjoined from using this designétiofihe threatened
injury to MNM outweighs the harm an injunati to HDM or McCloud imposes. Indeed, McCloud
stated that he has never used the name and wit ttwe future. And, thimjunction is not adverse
to the public interesg Therefore, the Court enjoins HD&hd McCloud from using the Big Dog
Motorcycles, LLC, entity name.
B. MNM'’s Request for Preliminary Injuncti ve Relief as to the Design Information
MNM'’s fourth request askbie Court to enjoin HDM anllicCloud from using the Design
Information or manufacturing, selling, or offeg for sale parts derived from the Design
Information. The Court cannot grant MNM'’s rexgil, however, because MNhas not shown that
it will suffer irreparable harm ithe absence of injunctive relief.
“Perhaps the single most importgmerequisite for the issuanoéa preliminary injunction
is a demonstration that if it is not granted thpligant is likely to suffer irreparable harm before
a decision on the merits can be rendered . 3. & plaintiff seeking preliminary relief must
“demonstrate that irreparable injurylilsely in the absence of an injunctiotf.”To show a threat

of irreparable harm, a plaintiff mudemonstrate ‘a significant riskat he or she will experience

11 See Heartland Animal Clinic, P.A. v. Heartland SPCA Animal Med. Clinic, BEBC F. Supp. 2d 1293,
1306 (D. Kan. 2012) (“[llnfringement of a trademark by its nature contributes to irreparabyetiniis owner.”).

12 5ee Universal Engraving v. Duart®l9 F. Supp. 2d 1140, 1150 (D. Kan. 2007) (“[T]he public interest is
served where unfair competition is restrained.”).

13 Adidas Am., Inc. v. Nat'l Collegiate Athletic Ass#® F. Supp. 2d 1275, 1281 (D. Kan. 1999) (quoting
11A Charles Alan Wright et alEederal Practice and Procedu&2948.1 (2d ed. 1995)).

M Winter v. Nat. Res. Def. Council, In655 U.S. 7, 22 (2008) (citations omitted).



harm that cannot be compensated after the fact by money daméagye2urély speculative harm
is not sufficient to obtain injunctive reliéf.

MNM relies primarily on the language of the giéel license agreementghow that it will
suffer irreparable harm if HDM is not enjeith from using the Design Information. That
agreement contains a provision stating that tbenkee’s failure to cease all use of the Design
Information after termination or expiration of the agreement “will result in immediate and
irreparable damage to the Licensor.” MNMwmeaver, has not presented a license agreement
signed by both parties or any othpgoof that HDM approved the smement. Furthermore, based
on the limited evidence presented at the Imgarthe Court cannot conclude that there is a
substantial likelihood that MNM wilbrevail on its claim that HDNagreed to the license’s terms
through its conduct.

MNM also briefly argues that it will sufféreparable harm because HDM recently placed
a large order for wheels that amanufactured by a third partying the Design Information. But
MNM has not pointed to conclua evidence that the manufacturer of these wheels is using the
Design Information. And even if it had, K@oud testified during th hearing that the
manufacturer obtained the rightuse the Design Information fro®Id Big Dog itself. Thus, any
irreparable harm that MNM may have suffered fithie sale of these wheels is purely speculative

at this point.

15 Fish v. Kobach840 F.3d 710, 751 (10th Cir. 2016) (quotRgDa Drilling Co. v. Siegal552 F.3d 1203,
1210 (10th Cir. 2009)).

6 RoDa Dirilling, 552 F.3d at 1210 (citinGreater Yellowstone Coal. v. FloweB21 F.3d 1250, 1258 (10th
Cir. 2003)).
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Moreover, as MNM pointed out during the heariag part of its breach of contract claim,
MNM is seeking an accounting undie license agreement of glrts sold by HDM using the
Design Information. Should a jury find that tieense agreement govertige parties’ conduct,
then MNM would be entitie to a royalty on these parts as a#éted pursuant to the accounting.
MNM therefore has an alternate remedy in the fofrmoney damages if it pvails on its breach
of contract claim and thus canrsftow irreparable harm.

Finally, the Court also finds &t MNM'’s delay in bringinghis motion undercuts its claim
that HDM’s continued use of the Design Information will cause immediate and irreparable harm.
MNM'’s breach of contract claim allegedlyaued in December 2017—at the time the alleged
license agreement expired. MNM did not @M and McCloud until Sgtember 2018, and then
instead of moving immediately for preliminaryjunctive relief, MNM waited 10 more months to
file this motion. MNM claims that it's bringg the motion now because “the prospect of dry,
summer weather . . . drives customers out of hdiemn in the spring,” anthotorcycle sales reach
their peak in the summer. But MNM has no evizketo support this theory and this excuse would
only have been persuasive if MNM would hdWed its motion in the spring or early summer—
not the end of July. MNM also claims that HDdvéissertion of ownershgver the Asserted Marks
caused its delay, but HDM asserted this dedfearsd its counterclaims in November 2018, eight
months prior to filing this motion. Any cortipation caused by HDM’saunterclaims should not

have affected MNM'’s decision on whetherfite a motion for praminary injunction.

17 See Kan. Health Care Assoc. v. Kan. Dept. of Soc. and Rehah, S&r¥s3d 1536, 1543-44 (10th Cir.
1994) (“As a general proposition, delay in seeking prielamy relief cuts against finding irreparable injury Adidas
40 F. Supp. 2d at 1282.
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From the record before it, the Court conclidieat the harm alleged by MNM as to the
Design Information is either speative or compensable in damagespart of a final judgment by
this Court. Because MNM cannott@slish that it will suffer irreparable harm in the absence of
injunctive relief, the Court will not grant a firainary injunction as to the Design Informatiéh.

C. Bond

“The court may issue a preliminary injunction..only if the movant gives security in an
amount that the court considersper to pay the costs and danmgestained by any party to have
been wrongfully enjoined or restraineld.”’At the hearing, the Court agreed to allow the parties to
submit briefing on the amount of a bond if the Ggwants MNM’s motion.The Court, however,
finds that a bond is not warranted here becauseniy requested relief éhCourt is granting is
with respect to the “Big Dog Motorcycles, LL@ame. McCloud testified that he has never used
the name, is not currently using the name, and doefmtend to do so in the future. Therefore,
HDM and McCloud will not sustain any dages as a result ¢fie injunction.

IT IS THEREFORE ORDERED that MNM’s Motion for Preliminary Injunction (Doc.
75) isGRANTED IN PART AND DENIED IN PART . During the pendency of this action and
until final judgment herein, HDM, Inc., and D&r#®cCloud and their offices, agents, servants,
employees, successors, and assigns, and all thinsg acconcert or paitipation with or under
authority of or from them, are enjoined fromngsthe entity name “Big Dog Motorcycles, LLC.”
No bond is required by Plaintiff. All ber requested relief is denied.

IT 1S SO ORDERED.

18 Because MNM has failed to establish irreparablenhdhe Court need not address the remaining three
factors necessary to grampreliminary injunction.

¥ Fed. R. Civ. P. 65(c).
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Dated this 22nd day of August, 2019.

ERIC F. MELGREN
WNITED STATESDISTRICT JUDGE
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