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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF NEW JERSEY
CAMDEN VICINAGE

TD BANK, N.A.,
Haintiff,
V.
CivilNo. 12-7188(RBK/JS)
VERNON W. HILL, II,
OPINION
Defendant,

KUGLER, United State®istrict Judge:

This matter arises out of&thtiff TD Bank, N.A.’s claimsagainst Defendant Vernon W.
Hill under the Copyright Act of 1976, 17 U.S.€8 101, et seq., for willfully copying a
copyrighted book manuscript over which TD Balikgedly has sole ownership. (Doc. No. 1
(“Compl.”).) Mr. Hill disputes TD Bank’s dims, however, and asserts seven counterclaims
against TD Bank: (1) declarayojudgment of copyright co-overship; (2) declaratory judgment
of non-infringement; (3) tortious interferenath contractual relations and/or prospective
economic damage; (4) improper takedown notice utiaeDigital Millennum Copyright Act,
17 U.S.C. 8§ 512(f); (5) waste; (6) misappropaatof ideas; and (7) uair competition. (Doc.
No. 18 (“Countercl.”).)

Currently before the Court is TD Bankotion to Dismiss Mr. Hill's Counterclaims,

except for Counterclaim Two (declaratory judgmeinon-infringement), for failure to state a
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claim upon which relief can be granted pursuarktederal Rules of Civil Procedure 12(b)(6).
(Doc. No. 33))

For the following reasons, TD Bank’s motiolGRANTED IN PART andDENIED IN
PART.

.  FACTUAL AND PROCEDUR AL BACKGROUND

Mr. Hill was the founder and former Chairmd@resident, and Chief Executive Officer of
Commerce Bancorp, LLC, (“Commerce Bancorail), affiliate of Commerce Bank, N.A.,
(“Commerce Bank”). (Countercl. 11 2, 27.) Bank is the successor by merger to Commerce
Bank. (Id. 1 3.)

In 2006, Mr. Hill started working on a book macupt that was entitled The Power of
WOW!, and was assisted by the author Roberdéiman. (Id. 1 7.) The manuscript described
Mr. Hill's “unique approach” to banking andWwdhat approach was implemented at Commerce
Bancorp. (Id. 1 11.) lllustratively, the manuptdescribed Mr. Hilk focus on the total
experience of banking, with an emphasis on cust@emice, rather than a focus on rates. (Id.
12.) As Mr. Hill and Mr. Andelman continuedetiih work on the manuscript, “the scope of the
project and focus of the work underwent a bemof changes. By 2007, Mr. Hill and Mr.

Andelman shared a manuscript with Commed3aeak entitled Fans, Not Customers: Creating

Super-Growth in a No-Growth Industry,” (the ipublished Manuscript”). _(Id.  10.) Desiring

that his work reach a larger audience, Mitl &htered into a numbeaf agreements with
Commerce Bank and Portfolio Books (“Portfolio”)atlow his work to be published. (Id. T 8.)
It was always his intent ar@ommerce Bank’s intent, howeveratthe retain all of his own

rights in the Unpublished Manugatras a co-owner._(1d.)



Mr. Andelman’s contributions to therigublished Manuscript were governed by two
contracts. In a January 4, 2006, Agreenftrd “Andelman Agreement”), Commerce Bank
engaged Mr. Andelman to work on the Unpuiid Manuscript under Mr. Hill's direction and
control, described his work as “work made for hire,” and provided that Mr. Hill’s decision as to
any “creative element . . . shall be final.” (d15.) Mr. Andelman also signed a release of
claims dated October 16, 2007, (the “AndelmafeBse”). (Id. T 16.)The Andelman Release
acknowledged that although the UnpublgiManuscript was accepted for publication by
Portfolio, Mr. Andelman and Commerce Bank agrtet it would not be published. (Id.) The
Andelman Release further released alrok against Commerce Bank for compensation
stemming from the creation ofélUnpublished Manuscript. (Id.)

In contrast, Mr. Hill did not sign any caoatts with Commerce Bank similar to the
Andelman Agreement or Andelman Releasél. 117.) He also did not execute any document
ceding his rights in the Unpublisthé/lanuscript to Commerce Bank. .JildVir. Hill alleges that
he was acting in his personal capacity whewrae the Unpublished Mancigpt, and that he
always believed that he retained his own gghtthe copyright téthe Unpublished Manuscript
as a co-author._(Id. 11 18-19.) Indeed,mythe creation of thetyhublished Manuscript, Mr.
Hill directly supervised Mr. Adelman’s work, contributed his own components without input
from anyone at Commerce Bank, did not receing approval or edits from the Commerce
Board, and completed the balance of worklenUnpublished Manuscript outside of Commerce
Bank facilities and outside of his customary wagkhours. (Id. § 9.) At no point, however, did
Commerce Bank consent to any plans to pulthshUnpublished Manusctip (Id. 1 13.)

Mr. Hill was employed by Commerce Bancanputil July 31, 2007. (Id. T 2.) After Hill's

separation from Commerce Banpphe launched Metro Bank the United Kingdom. _(Id.



20.) The success of Metro Bank garnered extensigss coverage and led Mr. Hill to again

team up with Mr. Andelman to write a new book, FANS! Not Customers: How to Create

Growth Companies in a No-Growth Worldhét“Hill Book”). (Id.{ 21.) The Hill Book

focused on Metro Bank and how Mr. Hill's busssephilosophy was as successful in the United
Kingdom as it had been inghJnited States._(ld.)

In order to “produce, publish, market, as®ll the Hill Book,” Mr. Hill entered into a
contract with Profile, who entered into a contraith Consortium Book Sales and Distribution
(“Consortium”) on Mr. Hill's behalf, to provideapies of the Hill Book to retailers. (1d. 1 40.)
These companies then entered into arrangenagtitsarious booksellers so that the Hill Book
could be sold to the public. (Id.) As of November 2012, the Hill Book was being sold in brick-
and-mortar stores and online. (Id. § 41.) TEmch of the Hill Book was timed to capitalize on
“anticipated pre-holiday spikes in retail sal@sid an increase in interest stemming from Mr.
Hill's efforts to publicize the book._(Id. 1 43As of December 3, 2012, it appeared that there
was demand for the Hill Book; “it was ranked #4 on Amazon'’s Best Sellers list in books on
Retailing, #6 in Customer Service, and #9 imBa& Banking.” (Id. 1 45.) “However, in late
November, both Amazon.com and Barnes & Nobleiptly discontinued dime sales of the Hill
Book.” (Id. T 46.)

On November 19, 2012, TD Bank filed suit agais. Hill for copyright infringement.
(Compl.) On or around November 21, 2012, Mr. Hilteived word from Profile that it had been
contacted by TD Bank and “informed that tHd Book infringed the Unpublished Manuscript.”
(Id. 1 47.) Inits letter to Bfile, TD Bank asked that Profil&ake all necessary actions to
prevent and enjoin all furthenarketing, reproduction, distriboti, publication and sales of the

Hill Book.” (1d. 1 47.) Around that same time, TBank also sent takedown notices to online



service providers, in which it representbdt the Hill Book infringed the Unpublished
Manuscript. (Id. {1 76.) As a result of TD Baslklictions, Mr. Hill alleges that he was “deprived
of the opportunity to sell the Hill Book at tkey moment when publicity and demand . . . were
at their height.” (Id. 1 49.)

On January 22, 2013, Mr. Hill filed his Answand Counterclaims in response to TD
Bank’s Complaint. (Doc. No. 18.) TD Bank wea to dismiss Mr. Hill's Counterclaims on
February 12, 2013. (Doc. No. 22.) TD Bank’stimo was fully briefed by the parties, but
dismissed without prejudice in light of settlem@egotiations. (See Doc. Nos. 22, 25, 26, 27.)
Since settlement negotiations were not successiiBank re-filed its Motion to Dismiss on
October 30, 2013. (Doc. No. 33.) As this Motlaas been fully briefed by the parties, (Doc.
Nos. 35, 37), the Court will now turn to the parties’ arguments.

Il DISCUSSION & ANALYSIS

A. Legal Standard on a Motion to Dismiss

When deciding a motion to dismiss a coucim pursuant to Federal Rule of Civil
Procedure 12(b)(6), the court limits its reviemthe face of the counterclaim. Barefoot

Architect, Inc. v. Bunge, 632 F.3d 822, 835 (3d €@'11). The Court must accept as true all

well-pleaded factual allegationschmust construe them in the light most favorable to the non-

moving party._Phillips v. Cnty. of Allegheny, 5F.3d 224, 228 (3d Cir. 2008). In other words,

a [counterclaim] is sufficient if it containseugh factual matter, acceptasltrue, to “state a

claim to relief that is plausible on its face&shcroft v. Igbal, 556 U.S. 662, 678 (2009); Bell

Atlantic Corp. v. Twombly, 550 U.S. 544, 572007). “The inquiry is not whether [a

counterclaimant] will ultimately preail in a trial on the merits, but whether [he or she] should be

afforded an opportunity to offer evidence in suppofhaf or her] claims._In re Rockefeller Ctr.




Prop., Inc., 311 F.3d 198, 215 (3d Cir. 2002). Howglegjal conclusios and “[tjhreadbare
recitals of the elements of a cause of actsupported by mere conclusory statements, do not
suffice.” lgbal, 556 U.S. at 678.

“To decide a motion to dismiss, courts gefigreonsider only thallegations contained
in the [counterclaim], exhibits taiched to the [counterclailmhd matters of public record.”

Pension Benefit Guar. Corp. v. White Consol. Indus., Inc., 998 F.2d 1192, 1196 (3d Cir. 1993)

(citations omitted). The court may consider “undisputedly authentic document[s] that a
defendant attaches as an extibia motion to dismiss if h[counterclaims] are based on the
[attached] document[s].” Id. “[DJocuments wde contents are alledyen the [counterclaim]

and whose authenticity no party questions, butkware not physically attached to the pleading,

may be considered.” Pryor v. Nat'| CollegiaAthletic Ass’'n, 288 F.3d 548, 560 (3d Cir. 2002)

(citation omitted); see also U.S. Expressdsd, Ltd. v. Higgins, 281 F.3d 383, 388 (3d Cir. 2002)

(“Although a district court may not consider mastextraneous to the pleadings, a document
integral to or explicitly relied upon in the [coentlaim] may be considered without converting
the motion to dismiss into one for summary judgtif)enAdditionally, even if a “[counterclaim]
does not explicitly refer to or cite [a document] the critical [issue] is whether the claims in
the [counterclaim] are ‘based’ on an extrinsicaiment and not merely whether the extrinsic

document was explicitly cited.” In re Biumgton Coat Factory Sec. Litig., 114 F.3d 1410, 1426

(3d Cir. 1997) (citations omitted). The Couoray not, however, “rely on other parts of the

record in making its decision.”_See Vaamtv. Wells Fargo Bank Nw., N.A., No. 11-1225, 2012

WL 1339904, at *3 (M.D. Pa. Apr. 18, 2012) (oigiJordan v. Fox, Rothschild, O’'Brien &

Frankel, 20 F.3d 1250, 1261 (3d Cir. 1994)).



To determine whether a complaint is plélsion its face, courts conduct a three-part

analysis._Santiago v. Warminster Twp., 629 A.3d, 130 (3d Cir. 2010). First, the court must

“tak[e] note of the elements a plaintiff must pleéadtate a claim.”_Id. (quoting Igbal, 556 U.S.
at 675). Second, the court should identify altege that, “because they are no more than
conclusions, are not entitled ttee assumption of truth.” 1d. 481 (quoting Igbal, 556 U.S. at
680). Finally, “where there are well-pleadedtiial allegations, a cdwshould assume their
veracity and then determine whetlieey plausibly give rise tan entitlement for relief.”_Id.
(quoting_Igbal, 556 U.S. at 680). itplausibility determination ia “context-specit task that
requires the reviewing court tisaw on its judicial experience and common sense.” Igbal, 556
U.S. at 679. A complaint cannot survive wheart can only infer that a claim is merely
possible rather than plausible. Id.

B. Counterclaim One — Declaratory Judgmentof Co-Authorship under the U.S.
Copyright Act, 17 U.S.C. § 101.

In Counterclaim One, Mr. Hill seeks a da@tory judgment, under the Copyright Act,
that he is a co-author die Unpublished Manuscript.

The Copyright Act sets forth a detailed stieethat provides copyright protection for
original works of authorship. Works of authagsinclude, among other things, literary works.
17 U.S.C. 8 102. The Copyright Act defines tesush as “copyright owner,” “joint work,” and
“work made for hire.”_Id. § 101It also “controls vesting of copight in authors; sets out the
ownership status of authors acmlauthors of joint works; arnestablishes copyright ownership

by employers who commission works made for .hit€ambridge Literary Props., Ltd. v. W.

Goebel Porzellanfabrik G.m.b.l&. Co. KG., 510 F.3d 77, 86 (1st Cir. 2007) (citing 17 U.S.C. §

201).



lllustratively, where two or more authorsepare a work “with thentention that their
contributions be merged into inseparable orradgpendent parts of a unitary whole,” that work
will be deemed to be a “joint work” pursuant1@d U.S.C. 8 101. “The touchstone of th][is]
statutory definition is the intemn at the time the writing is dornleat the parts be absorbed or

combined into an integrated unit.”_ Thomson v. Larson, 147 F.3d 195, 199 (2d Cir. 1998)

(citation omitted). Co-authorghentitles the co-authors todeal undivided interests in the
whole work.” 1d. Indeed, the authors of a joiwork are co-owners of copyright in the work, 17

U.S.C. § 201(a), and thus are entitled tordiste the joint workBumgarner v. Hart, No. 05-

3900, 2007 WL 2470094, at *6 (D.N.J. Aug. 30, 2007)rther, “a joint copyright holder cannot

bring an infringement action agst the co-author.”_Id(citing Weissmann v. Freeman, 868

F.2d 1313, 1318 (2d Cir .1989)).

Comparatively, a “work made for hire” isl) a work prepared by an employee within
the scope of his or her employment; or (2) aknspecially ordered or commissioned for use as a
contribution to a collective work . . . if the pias expressly agree in aitten instrument signed
by them that the work shall be considered a woge for hire.” 17 U.S.C. § 101. “In the case
of a work made for hire, the employer or atherson for whom the work was prepared is
considered the author for purposes of this,téled, unless the partibave expressly agreed
otherwise in a written instrumesigned by them, owns all of the rights comprised in the
copyright.” 1d. § 201(b).

Here, TD Bank contends that Mr. Hill has claim of authorship in the Unpublished
Manuscript, and thus no claim for co-ownersiniphe copyright. In support of these
contentions, TD Bank points tosggned Guaranty that idents Commerce Bank as the author

of the Unpublished Manuscript and identifies thnpublished Manuscripis a “work made for



hire.”! (TD Bank Br. 4-7.) TD Bank further argues that in light of this signed Guaranty, Mr.
Hill cannot state a claim for co-ownership becausdas failed to allege any signed writings by
the parties that would contradict the Guayaand thus Commerce Bank’s ownership, as is
required by the Copyright Adt. (Id.)

Although TD Bank relies on the signed Guaraayproof that Mr. Hill's claim for co-
authorship cannot stand, Mr. Hakplicitly alleged thathis signed Guaranty did not cover the
full scope of his relationship with CommercenRai.e., that he and Commerce Bank mutually
and fully intended to serve as co-authors, aatlttirey intended that the Unpublished Manuscript
be a joint work under 17 U.S.C. 8 101. (Countefd@5.) At this stage of the proceedings, Mr.
Hill need not offer detailed evidence—documentarptherwise—disputing the contents of the
signed Guaranty. Mr. Hill's allegation thdte and Commerce Bank intended that Hill would
retain his individual rights aso-owner,” make it more plausible than not that Commerce Bank

and Mr. Hill intended at the timiae Unpublished Manuscript waseated that it would be a joint

L Although Mr. Hill did not attach the signed Guaranty ® @bunterclaim, rather it is attached as Exhibit B to TD
Bank’s Complaint, this document is properly considered in evaluating TD Bank’s motion to dismiss as it is
referenced in Mr. Hill's Counterclaim, (see Countercl. 1 &b} heavily relied on by both parties in their briefing.
See Section A supra.

2TD Bank also argues that Mr. Hill'saitin as to co-ownership is barred by the applicable statute of limitations set
forth in 17 U.S.C § 507(b) because once Mr. Hill signedGluaranty he “discovered” TD Bank’s sole ownership
claim, and thus the statute of limitations began to run and expired, at the latest, by 2010nKHp. Bar.) “A
coauthorship claim, li& any civil claim, accrues when a reasonalillgeht plaintiff “knows orhas reason to know
of the injury upon which the claim is premised.” Davis v. Meridian Films, Inc., 14 PxAF8, 181 (4th Cir.
2001) (quoting Merchant v. Levy, 92 F.3d 51, 56 (2d C#6)9 Here, however, Mr.iHalleges that it was always
his understanding that he retained his individual rights as co-owner of the copytightUnpublished Manuscript
and that he and Commerce Bank “mutually and fully intended to serve as co-authors tlaad)fgpublished
Manuscript to be a joint work under 17 U.S.C. 8§ 10{Cbuntercl.  55.) Althougthe signed Guaranty identifies
Commerce Bank as an “Author” and the Unpublished Marpises a “work made for hire,” Mr. Hill's allegations
to the contrary are sufficient to make it more plausible than not that when he signedrtngyGha did not view it
to be an expression of Commerce Bank’s sole ownership in the Unpublished Manuscripashehtould be on
notice of Commerce Bank'’s alleged claim, thus triggering the statute of limitations. Cf. FrweBntm't Grp.,
Inc., 473 F. Supp. 2d 446, 455 (S.D.N.Y. 2007) (“[a]n esprassertion of sole authorship or ownership will start
the copyright statute of limitations running”).




work under 17 U.S.C. § 101. This alleged intemtmakes it more plausithan not that Mr.
Hill is entitled to relief.

To the extent the signed Guaranty ideesithe Unpublished Manuscript as a “work
made for hire,” which would vest authoiglin Commerce Bank as Mr. Hill's employ&Mr.

Hill also makes a number of allegations that disghat characterizationndeed, he argues that
drafting the Unpublished Manuscrighd not fall within the scopef his employment, and thus
could not be a work made for hire, because:h€l)was the company’s Chief Executive Officer,
and authoring a book manuscript was clearly outidescope of work that he was employed to
perform,” (2) “he was acting in his personal aajty when he wrote the book,” (3) “Commerce
Bank played no role in the prayation or drafting of the [Unyblished Manuscript],” (4) “Mr.

Hill supervised Mr. Andelman’s work and contributed his own components without any
supervision, commenting, or edits from anyabt€ommerce Bank,” and (5) “The Commerce
Board did not approve or edit the projectddhe balance of the work was done outside
Commerce facilities and nduring Mr. Hill’'s customaryworking hours.” (Id. 11 9, 18).

Again, on a motion to dismiss, as long as the Counterclaimant has set forth sufficient
allegations that plausibly give rise to an entitémt for relief, it is not appropriate for the Court
to make any factual determinations as to tHelix and enforceability of the signed Guaranty.
Further, it would be inappropriate engage in the fact-intemsiinquiry required to determine
whether the Unpublished Manuscnpas created within the scopéMr. Hill's employment and

thus qualifies as a work made for hire. Segq,, City of Newark v. Beasley, 883 F. Supp. 3, 7-8

(D.N.J. 1995) (whether work waseated within scope of emplogmt was subject to evaluation

3 Although Mr. Hill alleges in his Counterclaim that he was employed by Commerce Bancorp, his allegations
concerning the scope of his employment make reference to Commerce Bank. The Court acknowledges the
distinction, but observes thatdteates no difference as to therits of the motion to dismiss.

10



under a three part test, which calesed whether the work (1) “cf the kind of work [employee]
is employed to perform; (2) [i]t occurs subgtalty within authorizedvork hours; (3) [iJt is
actuated, at least in part, byarpose to serve the employer’jtifog Restatement (Second) of
Agency § 228 (1958)).

Of course, although Mr. Hill has set forthffszient allegations to survive TD Bank’s
motion to dismiss Counterclaim One, it doesmatessarily follow that this counterclaim will
ultimately prevail. At this stage of the procews$, however, Mr. Hill's allegations pass muster;
therefore, TD Bank’s motion to disses Counterclaim One will be denied.

C. Counterclaim Three — Tortious Interferencewith Contractual Relations and/or
Prospective Economic Advantage.

Mr. Hill’s third counterclaimarises out of his alleged expectation of economic benefit
stemming from his contract with Profile togoluce, publish, market, aséll the Hill Book, as
well as Profile’s contracts with distributorsdaretailers to sell thill Book. (Countercl. 1 65-
66.) Mr. Hill alleges that by senudj notices to Profile and certaigtailers stating that the Hill
Book infringed on TD Bank’s copyright the Unpublished Manuscript, and by inducing
Consortium to ask retailers to cease sales of the Hill Book, TD Bank engaged in tortious
interference. (Id. Y 67.) TD Bank argues @Gaunterclaim Three fails because, among other
things, TD Bank’s actions are privileged under Nl=ssey law. Mr. Hill responds that he has
sufficiently pled a claim for toidus interference and the litigati privilege does not apply. TD
Bank has the better of the argument.

The litigation privilege under New Jersewlapplies to any communications (1) “made
in judicial or quasi-judicial pragedings”; (2) by litigants or other authorized participants”; (3)

“to achieve the objects of the litigation”; and (4) “that have some connection or logical relation

11



to the action.”_Hawkins v. Harris, 661 A.2d 284, 289 (N.J. 1995). “Whether a defendant is

entitled to the privilege ia question of law.”_ld.

Here, Mr. Hill attacks TD Bank’s letter to ¢fle and notices to online service providers
in which TD Bank asserted that the HBlbok infringed upon the Unpublished Manuscript;
however, these communications are plapiotected by the litigation privilege.

First, TD Bank’s communications were made in connection with judicial proceeding, i.e.,
TD Bank’s copyright infringemerguit against Mr. Hill. TD Bankiled suit against Mr. Hill for
copyright infringement on November 19, 2012, arehthlerted Profile and online retailers to
this alleged infringement one day later. (S®aintercl. Ex. 1 (Letter to Profile, dated Nov. 20,
2012, informing Profile that the Hill Book infrged the Unpublished Manuscript); Countercl.
76 (alleging that “[o]n information and beliefn or around November 20, 2012, TD Bank sent
notices under 17 U.S.C. 8§ 512(c)(3) to online merproviders (includingbut not limited to,
Amazon.com and Barnes & Noble), in whichapresented that the Hill Book infringed the
Unpublished Manuscript).) Second, these comgatiins were made by TD Bank, a litigant.
Third, these communications were undertakeactueve the objective of TD Bank’s suit against
Mr. Hill, i.e., to prevent and enjoin Profind online retailers from “all further marketing,
reproduction, distribution, publication and saleshaf [Hill Book]” in light of its claims of
copyright infringement. (Counter Ex. 1 p. 2.) And Fourti;D Bank’s communications were
directly related to its action against Mr. Hill iratithey informed Profile and the online retailers
about TD Bank’s allegations of infringement andPiofile’s case, stated that a civil action had
already been filed based trose same allegations.

Although Mr. Hill questions the legitimacy of TD Bank’s communications and argues

that it had no “legitimate basis” for its asgams of copyright infingement, the New Jersey

12



litigation privilege is an absolute privilegét protects ‘the ba@s well as the good, and
immunizes those whose statements are protécadan examination of their motives, morals,

and intent.” Waterloov Guttdrotection Systems Co., Inc. Absolute Gutter Protection,

L.L.C., 64 F. Supp. 2d 398, 412-13 (D.N.J. 1999) (internal citations omitted). Thus, regardless
of whether TD Bank’s motives were pure, its cortchtdssue is immune from Mr. Hill’s claims.

Because all four prongs of the Hawkins & satisfied, TD Bank’s communications to
Profile and online retasks are privileged and cannot fothe basis of a claim for tortious
inference. Accordingly, TD Bank’s motida dismiss Counterclaim Three is granted.

D. Counterclaim Four — Improper Takedown Notice Under the Digital Millennium
Copyright Act, 17 U.S.C. § 512(f).

The Digital Millennium Copyright Act, DMCA”), “contains a number of measures

designed to enlist the cooperatimininternet and other onlirgervice providers to combat

4 Mr. Hill's counterclaims for waste, misappropriationidéas, and unfair competition—Counterclaims Five, Six,
and Seven—are also barred by New Jersey'’s litigation privilege.

In Mr. Hill's waste claim, he seeks to hold TD Bdidble for attaching the Unpublished Manuscript to its
Complaint, which it filed on November 19, 2012. Hegge that by including the Unpublished Manuscript as an
exhibit, TD Bank “is destroying and attempting to destroy the value of Mr. Hill's copyright in the Unpublished
Manuscript.” (Countercl.  84.) However, TD Bank’s Complaint, and the exhibit at emgiunquestionably
“communications” made by a litigant withajudicial proceedingovered by the litigatioprivilege. See, e.g.,
Loigman v. Twp. Comm. of Twp. of Middletown, 889 A.2d 426, 437 (N.J. 2006) (holding that motion was a
“‘communication’ within a proeeeding covered by the [litigation] privilegg."Certainly, in bringing a cause of
action for copyright infringement, attaching the allegedly copyrighted work and allegedly infringing work as
exhibits can be said to be in furtherance of achieving the objects of the litigation. Without the material at issue—the
Hill Book and the Unpublished Manuscript—it would be difficult to determine whether infringement actually
occurred. (See Compl. Exs. B-C).

As for Mr. Hill's claim that TD Bank’s conduct constitutessappropriation of ideas, a cause of action based on this
theory requires that the idea was (1) novel; (2) made indmorde to the defendant; and (3) adopted and used by the
defendant in connection with his own activities. Baer \vaseh392 F.3d 609, 627 (3d Cir. 2004). Here, although
Mr. Hill alleges that TD Bankd&dopted and made use of its claim of copyright ownership in the Unpublished
Manuscript to attempt to prevent Mrill$ publishing his ideas in the Hill Book,” he again seeks to challenge
conduct solely related to the filing of TD Bank’s lawsnd claim for copyright infringement and sets forth no
allegations as to how filing this suit adopts and makes ulsis ofovel ideas. (Countercl. 1 90 (emphasis added).)
Because TD Bank’s communication to this Court—itgaComplaint—setting forth its claim for copyright
infringement is a privileged communication, it cannot form the basis for this claim.

Finally, Mr. Hill's unfair competition claim suffers from silar defects in that it simply argues that TD Bank’s suit
against Mr. Hill and its “frivolous intellectual propertiaims” represent an attempt to stifle competition.

13



ongoing copyright infringement.” Rossi v. kilen Picture Ass’n of Am. Inc., 391 F.3d 1000,

1003 (9th Cir. 2004). DMCA sets out the respomisidss of copyright owners, internet users,
and service providers (e.g., Amazon.com), ilidgavith potential infringement “that take[s]
place in the digital networkieenvironment.”_Id. (quoting H.R. Rep. 105-551, pt. 2, at 49
(1998)). The Act’s “takedown” scheme, set ffoirt 17 U.S.C. § 512(c), provides an avenue by
which a copyright owner can polisespected infringement. This section essentially allows the
copyright owner to serve a notice of the claimed infringement to the online service provider
which requires the provider to remove the altgénfringing material from the internet. 17
U.S.C. 88 512(c)(1)(C), (c)(3).
In Counterclaim Four, Mr. Hill alleges th&aD Bank sent takedown notices to online
service providers pursuantgection 512(c)(3) in which it pgesented that the Hill Book
infringed the Unpublished Manuscript. (Countefict.6.) Mr. Hill alleges that by sending these
notices, TD Bank violated section 512(f)@MCA, which provides, in relevant part:
Any person who knowingly materially misrepratgunder this section . . . that material
or activity is infringing . . . shall be liabfer any damages, including costs and attorneys’
fees, incurred by the alleged infringer who is injured by such misrepresentation, as
the result of the service@rider relying upon such misregsentation in removing or
disabling access to the material otivdty claimed to be infringing . . . .
17 U.S.C. § 512(f).
In Rossi, the Ninth Circuit explained the purpose of section 512(f) as well as its

limitations. 391 F.3d at 1004-1005. Specifically, Biath Circuit clarified that section 512(f)

was “an expressly limited cause of action foproper infringement notifications” and that it

only imposed liability “if the copyright ownerisotification [was] a knowing misrepresentation.”

(Countercl. 11 93-94.) Again, as these allegatohradlenge conduct that sivileged,_ i.e., TD Bank’s
communications to this Court in furtherance of their suit for copyright infringement, thiscdainot stand.
Accordingly, Counterclaims Five, Six, and Seven will also be dismissed.

14



Id. at 1004 (emphasis added). Thus, a copyogitter would not be liable if it made an
unknowing mistake, even if it acted unreasonabiyaking that mistake. Id. “Rather, there

must be a demonstration ofrse actual knowledge of misreprasaion on the part of the

copyright owner.”_Id. at 1004-1005. See also Tuteur v. Crosley-Corcoran, -- F. Supp. 2d --,

2013 WL 4832601, at *7 (D. Mass. Sept. 10, 2013) gitee rise to liabity under 512(f) .. . a
plaintiff must show that the defendant had some actual knowledge that its Takedown Notice
contained a material misrepresentation.” (citagod internal quotation mes omitted)).

Here, TD Bank argues that Mr. Hill hasléal to state a claim under section 512(f)
because although he alleges tijalt the time it sent these noéis, TD Bank knew that the Hill
Book did not infringe the Unpublished Manuscripthuse [ ] Mr. Hill is a co-author,” he failed

to allege any facts showing that TD Bank possgésssubjective belief that Mr. Hill was a co-

author, and thus intentionally lied in its noticd$D Bank Reply Br. 9.) TD Bank then offers
what it believes would be a sufficient alléiga of wrongdoing: “Tcstate a Section 512(f)
claim, Hill must allege that[] ‘TD Bank knew thtte Hill Book did not infringe the Unpublished

Manuscript because TD Bank believed at the tinaé &) Mr. Hill is a co-author . .. .””_(Id.

(emphasis in original).) This Court finds, howeuwbat Mr. Hill has sufficiently alleged that TD
Bank possessed “some actual knowledge” that itsestiontained a materiadisrepresentation.
See Tuteur, 2013 WL 4832601, at *7.

In Counterclaim Four, Mr. Hill plainly alleges that when TD Bank sent its notices to
Profile and various online service providér&new that the Hill Book did not infringe the
Unpublished Manuscript because [ ] Mr. Hillaso-author.” (Countercl.  77.) As co-
authorship entitles “co-authots equal undivided intests in the whole work—in other words,

each joint author has the right to use or to liceheavork as he or she wishes, subject only to
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the obligation to account to thehet joint owner for any profits &t are made,” it is reasonable
to infer that if TD Bank “knew” that Mr. Hillvas a co-author when it sent its notices it also
knew that, as a co-author, he was entitledsi® the Unpublished Manugatras he saw fit.

Thomson v. Larson, 147 F.3d 195, 199 (2d Cir. 1998n(ril7 U.S.C. 8 201(a)); see also Cmty.

for Creative Non—Violence v. Reid, 846 F.2485, 1498 (D.C. Cir. 1988) (“Joint authors co-

owning copyright in a work are deemed to be tenants in common, with each having an
independent right to use or licanthe copyright, subject only &oduty to account to the other
co-owner for any profits earned thereby.Because the Court must draw all reasonable
inferences in Mr. Hill’s favor on a motion tostiss, Phillips, 515 F.3d at 231, this allegation is
sufficient to state a alm under section 512(f).

Accordingly, TD Bank’s motion to dmiss Counterclaim Four is denied.

E. Leave to Amend

“When a plaintiff does not seek leaveaimend a deficient [counterclaim] after a
defendant moves to dismiss it, the court mugtrin the plaintiff that he has leave to amend
within a set period of time, unless amendmeatild be inequitable or futile.” Grayson v.

Mayview State Hosp., 293 F.3d 103, 108 (3d Cir. 2002).

Here, to permit Mr. Hill to amend Counteratas Three, Five, Six, and Seven would be
futile because the conduct complained of isacttjo New Jersey’s litigation privilege, and no
further amendment could circumvent the appitaof this privilege. Thus, Counterclaims

Three, Five, Six, and Seven will be dismisdth prejudice._See Hartman v. Twp. of
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Readington, No. 02-2017, 2006 WL 3485995, a(D3\.J. Nov. 30, 2006) (“Dismissal of a
count in a complaint with prejuck is appropriate if amendment would be inequitable or futile”).
II. CONCLUSION

For the reasons stated above, B&nk’s motion to dismiss GRANTED IN PART and

DENIED IN PART . An appropriate ordewill issue today.

Dated: 2/3/2014 /s/ Robert B. Kugler
ROBERT B. KUGLER
Lhited States District Judge
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