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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF TENNESSEE
AT CHATTANOOGA
ROBERT H. YOE, lll,et al,
Plaintiffs, CaseNo. 1:15-cv-3-SKL
V.

CRESCENT SOCK COMPANYet al,

Defendants.

e e N

MEMORANDUM AND ORDER

Before the Court is a motion for summgugdgment and supporting memorandum filed by
Defendants Crescent Sock Company (“Cresce@iiyni Wool, LLC (“Omi Wool”), Catherine
Burn Allen (“Allen”), and Sandra Burn Boy@Boyd,” and collectively, “Defendants”) on
September 15, 2017 [Docs. 320 and B25Defendants also filea statement of undisputed
material facts. [Doc. 3Z2B Plaintiffs Robert H. YoelJll (“Yoe”), and Yoe Enterprises,

Incorporated (“YEI,” and collectively, “Plaintiff$, filed a response to the motion [Doc. 382], and

! Doc. 325 is the sealed version of Defendabtief in support ofits motion for summary
judgment. Doc. 321 is the unsealed, redactedarersihe Court will citd¢o the sealed version,
but some of the exhibits are onlyaathed to the unsealed version.

In addition, the motion for summary judgment is titled, “Crescent’s Motion for Summary
Judgment,” but all Defendants join in the MotiogsegDoc. 320 at Page ID # 6011]. Therefore,
the Court will refer to “Defendants” or, whereaessary, will identify amdividual defendant by
name. The Court will also generally refer tegquings as being filed Blaintiffs” even if only
one Plaintiff is identified in the title of the plaad. Where necessary, the Court will refer to each
Plaintiff individually.

2 The Court notes that Plaintiffidled a notice of objection to Dendants’ statement of undisputed
material facts, on the basis that the documenttintemplated by neither the Federal Rules of
Civil Procedure nor the Local Ras of this Court.” [Doc. 345 d@®age ID # 8391]. Defendants’
facts are also incorporatedto their memorandum in support of their motion for summary
judgment, and therefore it is unnecessaryasider the separately filed statement.
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Defendants filed a reply [Doc. 394]Also before the Court is a motion for partial summary
judgment and supporting memorandum filed by Rifsn[Docs. 322 and 326]. Defendants filed
a response [Doc. 377], and Plaintiffs filed a yedRloc. 395]. These matters are now ripe.

For the reasons stated below, Defendants’ motion [Doc. 320] witRANTED IN
PART AND DENIED IN PART . Plaintiffs’ motion for paral summary judgment [Doc. 322]
will be DENIED.

l. BACKGROUND

This case has a complicated factual and gaoral background in lio state and federal
court, some of which has been detailed in prior ir@dé the Court. Given that this case already
has in excess of 450 daakentries—constituting more thd®,500 pages—in the federal case
alone, it is impossible to fully summarize thaickground here. Howevehe Court will discuss
the factual and procedural backignd to provide contex@nd to the extent needed to explain the
Court’s rulings on the pending mmens for summary judgment.

A. The Parties

This case arises out of a soured busindatiarship between Defendants and Plaintiffs.
Defendant Crescent is a sockmagacturing company. Plaintiifoe was hired in 2000 to serve
as Chief Executive Officer (“CEQ”) and Chief Fimaal Officer (“CFO”) ofCrescent. Defendants

Allen and Boyd are part owners of Cresdeand have worked theteroughout their adult lives.

3 As the Tennessee Court of Appeals noted ideaision in the related state-court action,
Defendants Allen and Boyd “are members of thenBamily, which has owned and controlled
Crescent since its inception in the early 190@dlen was Vice President and Treasurer, and
assumed the role of President and CEO upon the termination of Yoe. Boyd was Corporate
Secretary and became Chief Operating Officer after Yoe’s terminatieee’ Crescent Sock Co.

v. Yoe No. E2015-00948-COA-R3-CV, 2016 WL 36183%t *2 n.2 (Tenn. Ct. App. May 25,
2016).

4 Defendant Omni Wool (the most recently addeflendant), is a company that appears to be
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Yoe owns (and at all relevanttes owned) Plaintiff YEI, whicholds intellectual property rights
to certain sock brands manufactured by CrescemgliYioe’s employment at Crescent. At issue
in this case are the FITS and Game Knits brawg#issthat Yoe developed while at Crescent. In
September 2012, Crescent and YEI entered into an agrédtheriBusiness Agreement”) which
memorialized prior agreements and theiparbusiness relatiohg as follows:

(1) “Any and all new brands, and othetdaltectual property relating to such new

brands, that are developedgistered, trademarked, imted, started, conceived or

designed by Crescent, Yoe and/or YEI from January 1, 2009 through the

termination of Yoe’s employment with Caesnt (‘the Intellectal Property’) shall

be 100% owned by YEI”;

(2) Crescent will pay royalty payments to YEI relative to the FITS brand at a rate

of $1.00 in 2013 and 2014, and beginnin@@15 and each year thereafter, “5% of

Net Sales”; and

(3) With regard to licensing of the YEI-owned brands, Crescent and YEI agreed

that, “[o]n or before 1 year after tlexecution of [the Business Agreement], YEI

and Crescent will enter tm an agreement for licensing/manufacturing/sourcing

relative to the Intellectud@roperty which includes ternasmd conditions similar to

the LIG contract” and which incorpates the royalty payment schedule.
[SeeBusiness Agreement, Doc. 24-3].

B. State Court Litigation

On September 4, 2013, Yoe and five other Crescent employees who worked with the FITS

brand were fired without cause. The day befdCrescent had filed a lawsuit in the McMinn

owned by or affiliated with Defendants. As explained in greater detail below, Plaintiffs allege that
Omni Wool and/or Crescent haweongfully used YEI's intellectual property (specifically related

to FITS socks) to create and sell socks under the brand names “Omni Wool Tactical” and
“Hiwassee Trading Company.” [Do201 at Page ID # 2894-97].

5 Yoe's employment contracts with Crescent arssite in this case only to the extent that they
discuss the intellectual propertyghis also at issue in the Business Agreement. The Business
Agreement itself provides that it is intended to “memorialize prior business agreements concerning
branding and intellectual properity a single agreement.” [Doc. Z}- The Business Agreement
appears to be the only agreement between CreacdfEl. The Court’discussion will therefore
focus on the Business Agreement.
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County, Tennessee Chancery Court (“Chancery Goase”), seeking a dexhtion that certain
employment contracts between Yoe and Cres@emth provided for, among other things, a $2
million severance payment to Yoe upon termmativithout cause) and the Business Agreement
were void and unenforceable. Crescent alletqed the Business Agreement was “unfair,
unsupported by consideration, usurp[ed] corporate opportunity, and constitute[d] a breach of
fiduciary duty by Mr. Yoe.” [Doc. 24-4 at Page ID # 117].

Yoe filed an answer in the Chancery GoDase on September 18)13, noting that YEI
was the real party in interest to the Business Agreeriterat[Page ID # 157-60]. Yoe and YEI
alleged that “[ijn 2009, in order taduce Mr. Yoe to catinue with CrescentCrescent granted to
Yoe Enterprises the ownership of the intellecfurabperty rights of all new brands. The grant of
ownership rights in the intellectual property was memorialized in an amendment to the
[employment contracts] and subsequenthe[tBusiness Agreement dated September 4, 2012
between Crescent and Yoe Enterprisesd. pt Page ID # 165]. Yoe and YEI asserted
counterclaims for breach of the Business éggnent and “Patent arndtellectual Property
Infringement” against Crescent, claiming that:

[Count Il — breach of the Business Agreement]

33. Yoe Enterprises is the party tbe Business Agreement dated
September 4, 2012 by and among Yoe Enterprises and Crescent whereby
Yoe Enterprises is named the 100%newof all intelletual property and

new brands developed by Mr. Yoe amd/Noe Enterprises, Inc. from
January 1, 2009. Crescent is licendgedmanufacture the intellectual
property owned by Yoe Enterprisescluding the FITS®, . . . and Game
Knits® brands in addition to other brands, and Crescent pays certain

royalties to Yoe Enterprises relaito the sales of these brands.

34. Pursuant to the Business Agreement with Yoe Enterprises, Crescent
has been marketing and manufaictgrthe FITS® brand products and

6 The Court refers to “Yoe and YEI,” rather than “Plaintiffs” here, because Yoe and YEI were the
defendants in the state court action.
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reaping significant benefits in term$ sales and gaining customers due to
the superiority of the FITS® brandqatucts. Crescent now seeks to void
the Business Agreement in violationtbé terms of the paes’ agreement.

35. Crescent’s actions constitute bad faith and a breach of the Business
Agreement.

36. As adirect and proximate caudeCrescent’s bad faith and breach
of the Business Agreement, Yoe Enterprises has sustained damages in an
amount to be determined at trial.

[Count IV — patent and intellagal property righinfringement]

38. Pursuant to the [Business Agremit) with Yoe Enterprises, the
owner of the FITS® brand and otheands, Crescent has the non-exclusive
temporary license and right to matkmanufacture and sell FITS® brand
products and the other products. Howeweich license requires that the
FITS® brand products be manufacuiren strict accordance with the
specific technology, speatitions and patents for FITS® brand products.

39. Upon information and belief, Crescent is continuing to manufacture
socks under the FITS® brand name maty change the manner in which
the socks are manufacturedgluding but not limited to using a different
yarn, in violation of the specifitechnology, specifications and patents
governing the FITS® brand.

40. A deviation by Crescent from the specifications, proprietary
manufacturing processes and tgras governing the FITS® brand
constitutes an infringement on thdeitectual property rights and patent
rights of Yoe Enterprises.

41. Crescent’s acts of infringement hdeen and continue to be willful.
42. The wunauthorized and infringing use by Crescent of Yoe
Enterprises’ patented FITS® brand product has caused and will cause
irreparable harm, damage and injury to Yoe Enterprises. In addition,
Crescent has unlawfully and wrongfullyrded and will continue to derive
income from its infringing acts.
[Doc. 24-4 at Page ID # 168-69]. Yoe and YEI also asserted counterclaims against Crescent for
breach of Yoe’s employment contract for failtmepay his “post-termination compensation,” and

guantum meruit/unjust enrichment [Doc. 24-4 agd’D # 162-67]. Yoe and YEI also asserted
5



third party claims against Boyd and Allenr foxducement of breach of Yoe's employment
contracts, inducement of breach of the Businkgsement, and negligent and/or intentional
misrepresentationd. at Page ID # 170-75].

On or around the same time that Yoe and ffi&d their answer, @aunterclaims, and third-
party claims in the Chancery Court Case, theyinbthan injunction thgprovides, in relevant
part:

It appearing to the Court that the paestto this cause have agreed on the
terms of the Temporary Injunction,athbecause of the uniqueness of the
brand of sock known as FITS®, and besmthe value of th brand of sock
may be compromised and/or lost if this injunction is not granted, it is
hereby:

ORDERED, ADJUDGED AND DECREED that:

1. Crescent Sock Company, its agents, employees, successors,
officers and directors, and all other pmrs in concert or participation with
such entities, are enjoined from marketing the FITS® brand products . . .
unless each and every product has beamufactured using the proper
materials, proper packaging, propechnology for manufacturing FITS®,
proper manufacturing processes, anohgigll of the same specifications
required to manufacturelTS® that were in @gice as of August 15, 2013
and using all of the same specificati@ssrequired by the patents held by
Yoe Enterprises.

2. Crescent Sock Company, its agents, employees, successors,
attorneys, officers and directors and all other entities in active concert or
participation with such entities, anereby enjoined anaquired to fulfill
any and all orders for FITS® andlacks® products in a timely and
appropriate manner, all as required byess for such products, to the extent
that said orders do not exceed the apeg capacity of the Company as it
existed on September 4, 2013, using the correct and proper materials,
packaging, technology, manufacturing sfieations and specifications as
set forth above. Further, the Compahall use its best faith efforts to
maintain adequate levels of inventory and yarn on order and on hand to
fulfill such orders. . . ..

[Doc. 24-7 at Page ID # 272-73].



Crescent filed an “amended and restated contplaswell as an answer to Yoe and YEI's
counterclaims on December 31, 2013; Boyd and Allsa filled answers to the third-party claims
[Doc. 24-4 at Page ID # 189-204]. Crescent adnohit@t there were outstanding orders for FITS
socks, and contended that it had “properly macwired and marketed the FITS brand at great
cost . . . without contributin from [Yoe and YEI].” [d. at Page ID # 202]. Crescent continued to
claim that the Business Agreement was not vadidgt Page 1D # 201].

On January 10, 2014, Yoe and YEI filed an amended counterclaim and third-party
complaint in the Chancery Court Case [Doc. 24-4 at Page ID # 216-48]. In this pleading, they
reiterated their prior claims and allegations, and additionally alleged:

18. Pursuant to the contractuagjreements between Mr. Yoe and
Crescent and Yoe Enterprises and Crescent, Crescent specifically agreed to
bear the ongoing costs associatethwine new brands, including FITS®,
Jacks®, and Game Knits® as well @her brands, and manufacture the
product. As to the FITS®, Jacks®, and Game Knits® brands, Yoe
Enterprises would grant Crescenthan-exclusive temporary license to
market and manufacturegibrands and Crescent wdylay royalties to Yoe
Enterprises . . . with other conditions similar to the LIG ‘Life is Good’
contract.

21. Upon information and belief, Ce=nt intends to substitute yarn
outside of the specificatns in the manufacture ofdh-ITS® sock either to
satisfy their own needs or in orderreduce costs, among other changes.
However, the use of a substituterryeother than that required in the
specifications, specific technology and manufacturing process and patents
for FITS® socks will compromise the integrity of the FITS® socks and the
FITS® brand and will result in irreparable harm to Yoe Enterprises as
owner of the FITS® brand.

22. Upon information and belief, since terminating Mr. Yoe, Crescent
has eliminated certain SKUs of TB® product[s], changed the names of
certain FITS® products, changed the packaging of products, ceased
research and development of the F®TSroducts, is failing to use pre-
existing marketing practices including but not limited to preseason terms
and conditions, sales collateral, anther sales support, is failing to
maintain the proper levels of FITSf@roduct[s] in the retail stores and
proper inventory levels at Crescent, and is representing that Crescent is the
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owner of the FITS® brand. Each of these actions is causing irreparable

damages to the FITS® bran[d] to YBaterprises as owner of the FITS®

brand and to Mr. Yoe as the CEO of Yoe Enterprises.
[Doc. 24-4 at Page ID # 220-21)¥oe and YEI added claims aigst Crescent specifically for
breach of the “license agreement,” misfeasanegligence, and “misappropriation/conversion of
FITS® brand” relating to the changes and misrepnéations Crescent allegedly made with regard
to the FITS® socksid. at Page ID # 223-27]. Yoe and Y&lso alleged that “Crescent owes a
duty” to Yoe and YEI “to perform the obligations under the [employment contract] and Business
Agreement with due care,” and to “manufaef], market and sell the FITS® productid.[at
Page ID # 227]. Against the third party dedants Boyd and Allen, Yoe and YEI added claims
for intentional interference with business relationship, and defamation specifically as tol.Yoe [
at Page ID # 234]. Shortly thereafter, YaedarEl filed an amended answer to Crescent’s
amended and restated complaidt &t Page ID # 249-52].

In their answer to the amended countenasland third party complaint, Crescent, Boyd,
and Allen generally denied Yoe and YEI's claims, but admitted that “on limited occasions, very
small SKUs of FITS product have not been run whaing so would cost more than the value of
the SKU itself,” while also contending that “$uaction is not unusual, is good business practice,
and would occur on occasion wiYoe was CEO of [Crescentjth Yoe’s approval.” [Doc. 24-

4 at Page ID # 208].

In May 2014, Yoe and YEI voluntarily nonsudta number of claims from their January
2014 amended countercomplaint in the ChancenwyrCCase, including their counterclaims for
breach of the license agreement, patent iatellectual property infringement, misfeasance,
negligence, misappropriation/conversion of th€$® brand, and duty to perform with due care

[Doc. 24-5]. At that point, # only remaining counterclaims wefor breach of contract and



guantum meruit relating to Mr. Yoe’'s emplognt contract, and the counterclaim related to
Crescent’s alleged breach of the Businesse@grent with YEI. Notably, in addition to
maintaining their claim for breaabf the Business Agreementiine Chancery Court Case, they
retained the paragraph containithg allegations that Crescent was making certain changes to the
FITS® socks and that Crescent is “representiag [it] is the owner of the FITS® brand $de |

22 quoted above, Doc. 24-4 at Page ID # 221]. ifjuection also remained in place.

Yoe and YEI also voluntarily nonsuitedeth defamation claim agnst Boyd and Allen
from the third-party complairfDoc. 24-5]. Later, in Novendy 2014, they voluntarily nonsuited
more claims from the amended third-party céay in the Chancery Court Case, including their
inducement of breach of contract claims relatmy oe’s employment contracts and the Business
Agreement, and their intentional interferenaghvbusiness relationshigdaim [Doc. 24-6]. The
only remaining third-party claims in the Chanc&gurt Case at that point were for negligent
and/or intentional misrepresentation, which related specifically to Boyd and Allen’s alleged
misrepresentations concerning thaithority to bind Crescent ¥oe’s employment contracts and
the Business AgreemersdeDoc. 24-6; Doc. 24-4 at Page ID #233].

Following a seven-day trial, the courttered an order on December 29, 2014 in the
Chancery Court Case [Doc. 382-3]. The court tated that the employment contracts and the
Business Agreements were valid agreementstaatdl oe was entitled to the $2 million severance
payment. The court found that YEI obtained petents related to FIT&nd that Yoe “obtained
other intellectual property rightassociated with the FITS, Jacks and Gameknits brands, including
trademark rights, domain rights and copyrightdaasolor, appearancégchnology, packaging,
and knitting machine specifications,” which were the name of YEI.” [Doc. 382-3 at Page ID #

11088].



Concerning the Business Agement, the court found:

In 2012 the parties were also havitigcussions as to the payment
of royalties and licensingf the brand. The resuf these discussions was
the Business Agreement dateSeptember 4, 2012, which further
memorialized the prior agreementsating to the owniship of the new
brands by YEI and the license to Grest of the right to manufacture the
brands.

[Id. at Page ID # 11094]. The wtd made other findings relevatd the “license agreement”
between Crescent and YEI, including that'rigquires no minimum payments, nor required
marketing expenses,” in contrast with athieensing agreementsnder which Crescent had
previously operatedid. at Page ID # 11101]. The courtrther found that “Crescent has the
exclusive ability and opptunity to manufacture the FITS brasdcks pursuant tihe terms of the
agreement.”lf.]. Finally, the Court concluded the following:
Did Crescent breach the April 14, 20Bgreement with Mr. Yoe and the
September 4, 2013 Business Agreement with YEI? The court finds that YEI
is the owner of the respected kalanin question, and by Crescent now
claiming ownership of the brands, Creddass in fact breached the contract
agreement and/or the terms of the contract agreement.
[Id. at Page ID # 11115].

The parties filed a number of post-judgmemitions in the Chancery Court Case. On
January 22, 2015, Crescent, Boyd and Alfdad a motion to alter camend the court’s decision,
in which they pointed out:

4. There is an Agreed Order for an injunction in this case which is
possibly still in effect to some deee. The judgment of December 29, 2014,
did not discuss the rights and obligais of the parties under the injunction

in this case or whether such injumtiis still valid. As such, this issue
remains unresolved.

" The Court refers to Defendants by their names b avoid confusion, because they were the
plaintiffs/counter-defendants the Chancery Court Case.
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8. Further, while the judgment holds that the “Business Agreement” is
valid, and represents a purported lisieg agreement, the judgment does
not declare various essential termstlod agreement between the parties,
including the duration of the agreenemd the parties’ rights and duties
under the agreement. As such, the issitbe parties’ ghts and liabilities
under the licensing agreement are unresolved.
[Doc. 24-9 at Page ID # 332-33]Crescent, Boyd and Allen qeested the court to “either
adjudicate all the issues between the parties) tre alternative, . .remove the designation of
the judgment as a ‘Final Order’ . . . [tl] at Page ID # 337].

On February 12, 2015, Yoe and YEI filed atmoo for an extensio of the temporary
injunction that required Crescentdontinue properly manufactag FITS [Doc. 24-10]. In that
motion, Yoe and YEI argued, “it is imperative thhé injunction remairmn place and Crescent
continue to manufacture the FITS brand in adance with the terms of the current injunction
until twelve months after the appeals processblean exhausted and a final order entered in the
case.” [d. at Page ID # 381-82]. Yoe and YEI alsmved to alter or amend the state court
judgment; they argued the court erred in conclgdhat Crescent had dexclusive” license to
manufacture FITS socksSee Crescent Sock Co. v. YNe. E2015-00948-COA-R3-CV, 2016
WL 3619358, at *2 (Tenn. Ct. App. May 25, 2016).

On April 23, 2015, the court enteran “Order Regarding PoEtial Motions,”which states
that the parties agreed to continue the injumgtbut does not set forth a specific end date for the
injunction [Doc. 56-1]. With regard to CresceBfyd and Allen’s concess about the Business
Agreement, the court held:

The court finds, and noted at the hearingf the trial of this case was tried over a

period of several days, and the movaat®rneys had evemypportunity to plead

and to argue any issue pertaining to licensing agreement that they chose to

argue. However, they chose not to argue concerning the licensing agreement, and

did not request any declaration from tlisurt concerning # various essential

terms of the agreement between the parti@gthermore, this court requested that
each of the parties set forth a statenwnthe issues along with their proposed
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findings of fact and conclusions of lawthe conclusion of the trial. Neither side

_chose_to mention and/or argue anythingairing to the licensing agreement nor

its various terms.

[Doc. 56-1 at Page ID # 628]T'he court granted Yoe and YElfsotion to amend, finding that,
indeed, Crescent “does not have the excluspfat to manufacture the brands owned by [YEI],”
due to the fact that Crescentditarminated Yoe without causd.[at Page ID #31]. Finally, the
court awarded attorney feessdietionary expenses, and prdingi party expenses to Yoe and
YEI, collectively, in the amount of $765,880.4d.[at Page ID # 627].

Crescent appealed portions of the December 29, 2014 order, as well as the court’s decision
that Crescent’s license became non-exclusive upon Yoe’s termination and the award of attorney
fees and expenses to YEI and Yoe. IMay 2016 decision, the Tennessee Court of Appeals
affirmed the chancery court large part, reversing and remandmgly on the issue of attorney
fees and expenses awarded to YEI. The ocoluappeals found that, whiléoe was entitled to
these fees and costs under the applicable agr@smyEl was not; the court of appeals therefore
ordered the chancery court to subtract théigoof the award attributable to YECrescent Sock
Co, 2016 WL 3619358, at *9.

On August 23, 2017, on remand, the chancerytcentered a final judgment, indicating
that the parties had settled the issue of attofeey and costs payable to Yoe and YEI, and that
Crescent, Boyd and Allen had satisfied the $8iBion judgment [Doc. 300-4]. The entry of
judgment further providethat “the Clerk shall dse the case without pugjice to [Yoe and YEI]

to reopen the case to enforce the-nwnetary portion of the judgmentfd] at Page ID # 5681-

82].
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C. Federal Court litigation

As the trial proceedings in the Chancery C&@ase drew to a closine proceedings before
this Court erupted. Since the filing of theirgonal complaint on Janua#§, 2015, Plaintiffs have
amended their complaint three times, paraied claims have been added and dropped, three
rounds of motions to dismiss have beendfileand several rounds of discovery have been
completed, culminating in the instamotions for summary judgment.

Crescent continued manufacturing and selkhES socks until February 28, 2016; shortly
thereafter, Crescent began proahgciand selling Omni Wool Tactl socks, which Plaintiffs
essentially claim is a copy of the FITS s8akyd which Plaintiffs clan Defendants unfairly began
selling to former FITS customers as the new FITS seeéljoc. 382 at Page ID # 1101$ke also
Doc. 321-1 (Allen Declaration)]. According to f2adant Allen’s sworn declaration, Crescent last
sold Game Knits socks on July 20, 2015 [Doc. 321-1].

As stated in their motion, Defendants as#wetfollowing grounds for summary judgment:

(A) All YEI's claims save thos involving Omni Wool Tactical
(“OWT") socks areres judicatabecause they were or could have been
brought in the prior suit between the pest (Counts I, IV, VII, VIII, X,

Xl, and XIII.)

(B) In addition, and in the alterna¢, YEI's trademark claims fail
under the canons of contranterpretation that ne¢mits attempt to write
an approval clause into the parties’ Business Ages¢m(Counts |, Il, V,
VIII, X, and XI.)

(C) In addition, and in the secondeathative, YEI's claims related
to the GAME KNITS trademark fail foabandonment. (Counts |, Il, V,
VIII, and X.)

(D) YEI's intentional interference with prospective business

relations claim fails for lack of recd evidence of improper means. (Count
XV.)

8 Plaintiffs also claim the Hiwassee Tradingn@many brand socks incorporate misappropriated
intellectual property relatingp FITS and owned by YEkgeDoc. 201].
13



(E) YEI's trade secret misappraog@tion and unfair competition
claim fails for lack of proof of unfair competition. (Count XVI.)

(F) Most of YEI's claims fo equitable relief are moot.

(G) YEI's speculative claims folost profits and trade secrets
damages fail for lack of record evidence.

[Doc. 320]°
Plaintiffs raise a number of argumentsrasponse [Doc. 382] to Defendants’ motion,

which the Court will discuss as it addresses each issue in turn BelBlaintiffs also move for

° Defendants’ motion is supported by a memoramdDoc. 325]; a statement of material facts
[Doc. 323]; a declaration of Defeadt Allen [Doc. 321-1]; excerpfsom the transcript of Yoe’s
deposition [Doc. 321-2]; excerpts from the transtcof Allen’s deposition [Doc. 325-1]; excerpts
from the transcript of the deposition of Lukklridge, an employee of YEI [Doc. 325-2]; excerpts
from the transcript of the deposition of D. Ma# Costello, one of Plaintiffs’ expert withesses
[Doc. 325-3], excerpts from the transcript of teposition of Peter Bellman, one of Defendants’
expert withesses [Doc. 325-4]gtinebuttal report of Dr. Erich Joantsthaler, one of Defendants’
expert withesses [Doc. 325-3;picture of the Omni Wool &ctical brand socks [Doc. 321-8];
YEI's answers to Omni Wool's first set ofterrogatories [Doc. 321-9]; excerpts from the
deposition transcript of Heather Lingerfelt,employee of Crescent [Do821-10]; a picture from
YEI's website [Doc. 321-11]; YEI's patent for’Fb socks [Doc. 321-12]; additional excerpts from
the transcript of the deposition of Yoe [Doc. 325-6]; excerpts from the deposition transcript of
Oscar Nardi, one of YEI's expert withesses [D825-7]; and excerpts from the transcript of the
deposition of Mitchell Beckler, another ooEYEI's expert withesses [Doc. 325-8].

10 pjaintiffs rely on the following xhibits in support of teir response: the oiigal complaint filed

in the Chancery Court Case [doc. 382-1]; k@y and October 2014 orders from the Chancery
Court Case granting Yoe and YEVsluntary nonsuit of a numbef the counterclaims and third-
party claims [Doc. 382-2]; the December 2014 ofdam the Chancery Court Case [Doc. 382-3];
an excerpt from the transcript of the depositof Boyd [Doc. 382-4]the Tennessee Court of
Appeals docketing statement for the appeal @@hancery Court Case decision [Doc. 382-5]; an
excerpt from the transcript of the depositionYale [Doc. 382-6]; an enilachain from February
2016 concerning Omni Wool and FITS sock¢D382-7]; an email chain from March 2016
concerning Omni Wool and FITS socks [Dd82-8]; an email chain from February 2016
cancelling orders [Doc. 382-9]; an email ch&iiom August 2016 concerning Omni Wool and
FITS socks [Doc. 382-10]; an email chain ceming “rebranding” of Crescent products [Doc.
382-11]; a May 2016 email chain between Creseent a military customer concerning sock
orders [Doc. 383]; excerpts from the transcuptthe deposition of Thomas Walden, one of
Crescent’s witnesses [Doc. 382-13]; and avé&mber 2014 email chain between Crescent
representatives and military sock buyers [Doc. 382-14].
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partial summary judgment on their claims relatiagCrescent’s liability for infringing the FITS
trademark, arguing that the undisputed matdaats show that Crescent sold FITS-marked
products that YEI did not approvand that “such conduct constéa trademark infringement.”
[Doc. 322]1

In response, Defendants argue that theseveperating under a linse at all times, and
therefore cannot be liable for trademark infringatneéhey also reiterate their argument that
Plaintiffs’ claims relating to the FITS traderkare barred by the docterof res judicata [Doc.
377)1
. STANDARD OF REVIEW

Summary judgment is mandatomhere “there is no genuine dispute as to any material
fact” and the moving party “is entitled to judgmentaasiatter of law.” Fed. R. Civ. P. 56(a). A

“material” fact is one thahatters—i.e., a fact that, if found to be true, might “affect the outcome”

11 plaintiffs’ motion is supported by a memorand{Dwoc. 326]; the December 2014 order from

the Chancery Court Case [Doc. 326-1]; Yd¥7 employment contrafiboc. 326-2]; excerpts

from the transcript of the deposition of Heathagerfelt, an employee of Crescent [Doc. 326-3];

a declaration from Yoe [Do®&26-4]; the Business Agreement [Doc. 326-5]; excerpts from the
transcript of the deposition of Allen [Doc. 38§ a copy of the license agreement between
Crescent and the Life is Good coamy [Doc. 326-7]; excerpts fromahranscript of the deposition

of Boyd [Doc. 326-8]; theriginal complaint filel in the Chancery Court Case [Doc. 326-9]; Yoe
and YEI's January 2014 amended counterclaimthind party complaint in the Chancery Court
Case [Doc. 326-10]; Yoe and YElmotion for issuance of a temporary injunction filed in the
Chancery Court Case [Doc. 326-11]; an affitdded in support of the motion for temporary
injunction by Yoe in the Chancery Court Case [Doc. 326-12]; the agreed order granting the
temporary injunction in the Chancery Court Case [Doc. 326-13]; a March 2014 letter concerning
the FITS name sent by Allen E3TS retailers [Doc. 326-14]; artdio FITS-related press releases
from April and August 2014 [Docs. 326-15 & 326-16].

12 Defendants rely on letters/emails exchandedween the parties concerning Crescent’s
production/sale of FITS after Yoe was termeth{Doc. 377-1]; a Crescent internal document
reflecting a discussion of a name change tBSHDoc. 377-2]; a letter from a company called
FITSOK, requesting the name clyge [Doc. 377-3]; excerpts fromeahranscript of the deposition
testimony of Yoe [Doc. 377-4]; an early advestigent for FITS [Doc. 377-5]; and a letter from
counsel for Plaintiffs to counsédr Defendants, stating th&El would take over manufacturing
FITS socks beginning on February 26, 2016 [Doc. 377-6].
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of the litigation. Anderson v. Liberty Lobby, Inc477 U.S. 242, 248 (1986). The applicable
substantive law provides the frame of refeeet@ determine which facts are materiddl. A
“genuine” dispute exists with respect to atemal fact when thesvidence would enable a
reasonable jury to finfbr the non-moving partyld.; Jones v. Sandusky Cnty., Obd1 F. App’x
653, 659 (6th Cir. 2013)yat’l Satellite Sports, Inc. v. Eliadis In@253 F.3d 900, 907 (6th Cir.
2001). In determining whetherdaspute is “genuine,” the cducannot weigh the evidence or
determine the truth of grmatter in dispute Anderson477 U.S. at 249. Instead, the court must
view the facts and all inferences that can be driram those facts in the light most favorable to
the non-moving party.Matsushita Elec. Indus. Co. v. Zenith Radio Co4Y5 U.S. 574, 587
(1986);Nat’l Satellite Sports253 F.3d at 907.

The moving party bears the iiait burden of demonstrating no genuine issue of material
fact exists. Celotex Corp. v. Catretd77 U.S. 317, 323 (1986)pnes 541 F. App’x at 659. To
refute such a showing, the non-moving party nmusesent some significant, probative evidence
indicating the necessity of a trial forsadving a material, factual disputé€Celotex 477 U.S. at
323. A mere scintilla oévidence is not enoughAnderson477 U.S. at 252yicLean v. 988011
Ontario, Ltd, 224 F.3d 797, 800 (6th Cir. 2000). The couls is limited to determining whether
the case contains sufficient egitce from which a jury could reasonably find for the non-moving
party. Anderson477 U.S. at 248, 249|at’l Satellite Sports253 F.3d at 907.

lll.  ANALYSIS
A. ResJudicata
Defendants argue that “[a]ll claims but thaseolving [Omni Wool Tactical] socks are res

judicata,” as a result of the entry of the finadgment in the ChancgCourt Case, including:

16



e Counts | and Il — federal trademark infringembntCrescent, as directed and authorized
by Boyd and Allen. In these cognPlaintiffs claim that “Crecent has exploited . . . YEI's
federally-registered ‘FITS®' and ‘Game Kr@strademarks, without authorization,” by
“utiliz[ing] the marks in connection witlgoods and products which have not been
approved by YEI,” including by “advertisg, selling and marketing socks not
manufactured pursuant to YEI's specifications or quality standards,” and using
“advertising and other materials which digpthe YEI Trademarks which have not been
approved or authorized by YE[Doc. 201 at Page ID # 2881-82].

e Count V — violation of the Lanham Act, 153JC. § 1125(a). In this count, Plaintiff
alleges that Crescent “has affixed false degigna of origin, that is the FITS® and Game
Knits® marks to its products without autimation and has otherse competed unfairly
and deceptively with YEI,” and “has also a#d, without authorization, Crescent’'s marks
‘World Softest’ [sic] and ‘Crescent Sockh Game Knits® socks and packaging.” [Doc.
201 at Page ID # 2883].

e Count VII — injunctive relief - trade secretén this count, Plaintiffs seek an injunction
and damages related to Credcand Omni’s alleged “use dafisclosure” of Plaintiffs’
alleged trade secrets related to the prodactif FITS and Omni Wool Tactical soéks
[Doc. 201 at Page ID # 2886-87].

e Count VIl — unfair or deceptive tradegmtices under Tennessee Code Annotated 8§ 47-

18-101, et seq. In this count, Plaintiffdiege Defendants have, among other things,

13 Defendants seek summary judgment on rescatdi grounds on CountlMwith regard to
Plaintiffs’ claims arising from the use of thikeged trade secrets indlproduction of FITS socks
only, not with regard to Plaintiffs’ claims amg from the use of thellaged trade secrets to
produce Omni Wool Tactical sockssfeDoc. 321 at Page ID # 6031-32].
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“falsely pass[ed] off their goods as thoseY&l,” “caus[ed] likelihood of confusion or of
misunderstanding as to the source, sponsarstwpership, approval arertification of
goods or services,” and “repregfed] that goods aservices are of a particular standard,
quality or grade, or that goodse of a particular style or rdel, if they are of another.”
[Doc. 201 at Page ID # 2888].

Count X — unfair competition. In this courRlaintiffs allege Crescent has unfairly
competed with YEI, because Crescent “based, without YEI's atnorization, its marks
and represented to the public that FIT&@d Game Knits® brand socks are products
consistent with the reputation which the pullgsociates with YEI's marks; and has sold
inferior products using, Whout authorization, YEI's nt&s; and has used the YEI
Trademarks without YEI's authorizati.” [Doc. 201 at Page ID # 2889].

Count XI — breach of license agreement. s tount, Plaintiffs allege that, pursuant to
the Business Agreement and the employment contracts, YEI licensed FITS to Crescent,
but that “it was understood aadreed that the marketinganufacturing and promotional
direction of the FITS® brad would be managed by Mr. Yoe on behalf of YEI and all
marketing, manufacturing and promotional\att would be approved by YEI, as owner
of these brands.” [Doc. 201 at Page ID # 289BJaintiffs further allege that Crescent
breached this license agreement by “tertmmgaMr. Yoe, . . . failing to properly and
prudently manufacture, market and prontbie FITS® brand under Mr. Yoe’s direction,
... eliminating SKUs, changing the naarel packaging of FITS® products, ceasing R&D
of the FITS® products, failing to use pre-dxig marketing practices approved by YEl,
and . . . marking, manufacturing and paiimg the FITS® products in a manner

unacceptable to and unapproved by YEUO?][
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e Count XIll — Boyd and Allen’s inducement ofdach of the Business Agreement. In this
count, Plaintiffs allege thddefendants Boyd and Allen “direadd and caused Crescent to
file suit seeking to declare the Businesgegment void as to Mr. Yoe and YEI and to
exercise complete and deliberate control dter YEI Brands,” whih, Plaintiffs argue,
“constituted an intentional and unjustifieddutement of a breach of the contractual
relationship between Crescent and YHDoc. 201 at Page ID # 2892-93].

1. Law Regarding Res Judicata

“State-court judgments are given the samneclusive effect under the doctrine of res
judicata . . . as they would receivecourts of theendering state."Ohio ex rel. Boggs v. City of
Cleveland 655 F.3d 516, 519 (6th Cir. 2011). “If an individual is precluded from litigating a suit
in state court by the traditional principles of pedicata, he is similarly precluded from litigating
the suit in federal court.1d. (internal quotation marks and citations omitted). The Court must
“look to the state’s law to assett®e preclusive effect it wouldttach to that judgment.’1d.
(internal quotation marks and citations omitted).

In Tennessee, “[t]he doctrird res judicata or claim predion bars a second suit between
the same parties or their privies on the same aldtinrespect to all issues which were, or could
have been, litigated in the former suitJackson v. Smitl887 S.W.3d 486, 491 (Tenn. 2012)
(citations omitted). “Res judicata acts as @l€rof rest’ meant to promote finality, prevent
inconsistent or contradictoryigigments, conserve resources, anevent vexatious lawsuits.”
Rainbow Ridge Resort, LLC v. BB&T €525 S.W.3d 252, 259 (Tenn..@tpp. 2016) (internal
guotation marks and citations omitted). Therefate elements to resuglicata: (1) a previous

action before a court of competent jurisdiction,i{®plving the same parties or their privies, (3)
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involving the same cause oftem, and (4) resulting infanal judgment on the meritdd. (internal
guotation marks and citations omitted).

It is undisputed that the McMinn Countyhancery Court was a court of competent
jurisdiction and that the litigatiomvolved the same parties and resulted in a final judgment on the
merits (of at least some of the claims). Theyoplestion is, therefore, whether the Chancery Court
Case involved the same “cause of action.”

Two suits are deemed the “same ‘cause of action’ for purposes of res judicata where they
arise out of the same transaction or a series of connected transadfiozech v. Addingtqr281
S.W.3d 363, 381 (Tenn. 2009) (citatiommitted). “The doctrine afes judicata ‘extends only to
the facts in issue as they existed at the tiregutigment was rendered, and does not prevent a re-
examination of the same question between the gmriees where in the interval the facts have
changed or new facts have occurred which may théelegal rights or relations of the litigants.”

Id. (quotingBanks v. Banks/7 S.W.2d 74, 76 (Tenn. Ct. App. 1934)).

“[Tlransaction’ for res judicata purposds intended to be analogous to the phrase
‘transaction or occurrence’ as usedhie Federal Rules of Civil Procedureld. at 380 (citing,
inter alia, Fed. R. Civ. P. 13(a)(1) (a@tmining whether counterclaims are compulsory)). “The
Sixth Circuit applies a ‘logical tationship’ test” to determine whwdr claims arise out of the same
transaction or series of transactiori®oberts v. VaughriNo. W2008-01126-COA-R3-CV, 2009
WL 1608981, at *7 (Tenn. Ct. App. June 10, 2009) (quoBagders v. First Nat'l Bank & Trust
Co. in Great Bend936 F.2d 273, 277 (6th Cir. 1991)). Under this approach, courts are to “look
to the issues of law and facts raised by théws to see if they are largely the sam8udddarth v.
Household Comm. Fin. Servs., Indo. M2004-01664-COA-R3-C\V2006 WL 334031, at *3-4

(Tenn. Ct. App. Feb. 13, 2006) (holding that claineslzarred where “the former action arose out
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of the same business relationship between [plagties] at issue irthe present action, and
specifically out of the guaranty agreemsuaéd on in the former action”) (citir@anders936 F.2d
at 277).
2. Plaintiffs’ Claims

After having carefullyreviewed the claims in this case and the Chancery Court Case, the
Court concludes that the inducement of breatlcontract claim and the remaining claims
identified above to the extent they concern FIT&spare part of the samseries of transactions
that were the subject of the &ficery Court Case and resultinguimction—the disintegration of
the parties’ business relationship, and the divisioth protection of the FITS brand in the wake of
Yoe’s termination from Crescent—and the claiare therefore barred by application of the
doctrine of res judicata.

The Court first considers Yoe and YEI's inéneent of breach of contract claim against
Boyd and Allen (Count XllIl). Tis claim relates to Boyd and Allen’s alleged inducement of
Crescent’s breach of the Business Agreement. ufilderlying breach related to this count is the
filing of the declaratory judgmeriction in the Chancery Court Case and the subsequent exercise
of “complete and deliberate cool’ over FITS and Game Knits¢eDoc. 201 at Page ID # 2892].
As detailed above, Yoe and YEI pursued (to final judgieim the Chancery Court Case a
counterclaim against Crescent for this samneerlying breach of the Business Agreement—
Crescent’s filing of the declaratory judgment actisegDoc. 24-4 at Page ID # 168]. Yoe and

YEI also sought an injunction noerning Boyd and Allen’s conduutith regard to FITS after

14 SeeDoc. 56-1, McMinn County Chaery Court’s Order Regarding §dTrial Motions, at Page
ID # 618 (“The court’s Final Order lsereby amended so as to sthsg the filing of a declaratory
action to determine the validity of the Alpt4, 2009 Amendment and the September 4, 201[2]
Business Agreement does not constituteeach of such agreements.”).
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Yoe’s termination. Also, Boyd and Allen were pastie the Chancery Coulase, and itis beyond
serious dispute that they wereleast partially in control o€rescent at the time and therefore
contributed to the decision to terminate Yol dile the Chancery Court Case against Yoe and
YEI. The inducement of the breach of the Business Agreement clearly arises out of the same series
of transactions that led to the breach & Business Agreement, on which Yoe and YEI have
already sued Defendants. The Court wikrdfore grant Defendants’ motion for summary
judgment with regard to Countll)X based on the application ofdldoctrine of res judicata.
Second, to the extent that the trademarkng&ment (Counts | and Il), Lanham Act (Count
V), misappropriation of trade s&ts (Count VII), unfair/deceptive trade practices (Count VIII),
unfair competition (Count X), anldreach of license agreement (Cox} claims are related to
FITS (and not Omni Wool or Game Knits), thlaims should have been brought as alleged
violations of the injunction irthe Chancery Court Case, anceréfore these claims are also
barred®® The injunction was clearly intended to protéhet FITS brand after the disintegration of
the parties’ business relationship. Yoe and YE&wi&d the injunction very early in the Chancery
Court Case, and the injunction undisputedlysiged at least through April 2015, when the
chancery court entered its order regarding pdaittnotions [Doc. 56-1]. That order provides,

“[w]ith regard to the portion of this motion peméaig to the agreed orderrfan injunction in this

15 As explained above, the injction required Crescent fater alia, “fulfill any and all orders for
FITS® . .. products in a timely and appropriate manne using the correct and proper materials,
packaging, technology, manufacturisigecifications . . . .” [Doc. 24-7 at Page ID # 272-73]. The
August 2017 final judgment in the Chancery Cours€provides that, “[tlh@arties have filed
notice acknowledging that the monetary judgmestbeen satisfied. Acodingly, the Clerk shall
close the caswithout prejudice to the Coust-Plaintiffs to reopen thease to enforce the non-
monetary portion of the judgmehfDoc. 300-4 (emphasis added)]. Whether Yoe and YEI are
able to seek relief for alledeviolations of the injunction isot before this Court.
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case which is still in effect, the pes have agreed that that injtioa shall remain in place as set
out in this order.”[d. at Page ID # 627].

It is clear from Yoe and YElI'sleadings in the ChanceryoQrt Case, in particular the
January 2014 amended counterclaim and third-gamyplaint detailed above, that the allegedly
infringing/unfair conduct vth respect to FITS wasccurring or had alreadyccurred prior to the
expiration of the injunction. The Court therefaejects Yoe and YEl'sharacterization of the
Chancery Court Case as having mg@silar” purpose of “invalidat[ingjhe contracts that gave YEI
ownership of FITS and Bob Yoe a severance packagd,as “deal[ing] with matters that existed
before September 3, 2013, when Crescent sued Yoe.” [Doc. 382 at Page ID # 10990-91]. The
existence of the injunction, which is by nature forward looking, belies Yoe and YEI's
characterization, as dbe allegations in Yoe and YEI&nuary 2014 amended countercomplaint
and third-party complaint ithe Chancery Court Case:

22. Upon information and belief, since terminating Mr. Yoe,

Crescent has eliminated certain SKbfsFITS® product[s], changed the
names of certain FITS® products, changed the packaging of products,
ceased research and developmerthefFITS® products, is failing to use
pre-existing marketing practicascluding but not limited to preseason
terms and conditions, sales collaterald ather sales support, is failing to
maintain the proper levels of FITSf@roduct[s] in the retail stores and
proper inventory levels at Crescent, and is representing that Crescent is the
owner of the FITS® brand. Each of these actions is causing irreparable
damages to the FITS® bran[d] to YBaterprises as owner of the FITS®
brand and to Mr. Yoe as the CEO of Yoe Enterprises.

[Doc. 24-4 at Page ID # 221]These assertions, along with tingunction, effectively expanded

the scope of the lawsuit to include events amerattions between the parties that occurred after

the filing of the initial chancery court complaint. The alleged acts of infringement, unfair

competition, etc., arise out of the same seri¢eankactions that necessitated the injunction in the
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first place—once again, the disintegration of theies business relationship, and the division
and protection of the FITS brand in thekeaf Yoe’s termination from Crescent.

Yoe and YEI argue that because they voluntarily nonsuited their intellectual property
infringement/trade secret/Lanham Act claimghe Chancery Court Case pursuant to Tennessee
Rule of Civil Procedure 41.01,3¢udicata cannot apply todin claims in this cases¢eDoc. 382
at Page ID # 10985-88]. The Couejects this argumeémnder the circumstances at issue here.
The doctrine of res judicata, as explained above, “bars a second suit between the same parties or
their privies on the same claim witkspect to all issues that were, or could have been, litigated in
the former suit.”Jackson v. Smi{t887 S.W.3d 486, 491 (Tenn. 2012) (citations omitted). Parties
who nonsuit some, but not all, of their claimsoirder to proceed on ¢hnonsuited claims in a
different forum or at a later date, do so at tlon risk, particularly where, as here, the parties
proceed to a final on-the-merits judgment regarding any related claims remaining in the original
suit. See, e.g., Hutcherson v. Lauderdale Cnty, T&®& F.3d 747, 758 (6thiICR003) (In a case
where a plaintiff “chose to split his cause of astand seek recovery on only part of it, saving
alternate claims against the same defendant farlitiation,” the courfound that “splitting of a
cause of action . . . ‘is not fat the first action,” but precties the second under res judicata.”
(citations omitted))Regents of the Univ. of Micv. St. Jude Medical, IndNo. 12-12908, 2013
WL 673797, at *4 (E.D. Mich. Fel25, 2013) (“The Sixth Circuit haexplained that a failure to
raise a compulsory counterclaim bars the claingtivér it be under a theory of res judicata, or a
theory of waiver or estoppel.” (citations omitted)).

In so ruling, the Court acknowdges Plaintiffs’ citation o€lements v. Austjr673 S.W.2d
867, 869-70 (Tenn. Ct. App. 1983), in i the Tennessee Court oppeals held that a nonsuited

counterclaim was not barred fromdalitigation by appliation of res judicatahowever, in that
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case, the court of appeals held that the araldim was nevertheless barred by Tennessee Rule
of Civil Procedure 13, the compulsory counterclaitie. In other words, the result was the same—
the defendant, who nonsuited a counterclaim arisuigpf the same transtgon or occurrence as
the plaintiff's claim, was baed from later litigating the mis of his previously nonsuited
counterclaimt® Id.

Moreover, in the instant caseyen as Yoe and YEI nonsudtenost of thai intellectual-
property related claims, they newvesked that the injunction hacated; indeed, they requested
that it be extendedgeDoc. 24-10 (motion for extension mporary injunction, noting that the
purpose of the injunction “was $leat the value of the FITS brasdck and other property rights
would not be compromised andlost during the pendency of’@éiChancery Court Case)]”".

Yoe and YEI also argue that Crescent waiiiedes judicata argument or acquiesced in
the “splitting” of their claims between state dederal court by not raising this argument sooner
in federal courtg§eeDoc. 382 at Page ID # 10992-96]. Theutt rejects this argument for the
same reason the Court recently permitted Cresmeamend its answer to the third amended
complaint to assert res judicaaa an affirmative defense:etlthancery court decision was not
“final” for res judicata purposes until entry ofetfinal judgment in th€hancery Court Case on

August 23, 2017d9eeDoc. 406 at Page ID 11459-6].

16 None of the other caseited by Plaintiffs involed the question of whether res judicata applied
to bar a nonsuited claim in a later suit whelatesl (compulsory) claims had been previously
adjudicated on the merits.

71n the memorandum and order granting in @mscent’'s motion to amend its answer to the
third amended complaint, the Court found that degking to amend the answer to assert a res
judicata defense within a short time of the ewfrthe final judgment in the Chancery Court Case,
Crescent acted diligently and satisfied the ajalie requirements of [Federal Rules of Civil
Procedure] 15 and 16.” [Doc. 406 at Page ID #11460-61].
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Finally, Yoe and YEI argue that “the Chang&ourt’s lack of jurisdiction over Yoe and
YEI's patent claim bars the appliaan of res judicata” in this caskbecause the patent infringement
claims were the *“initial thrust of this fedérbtigation,” and federalcourts have exclusive
jurisdiction over patent claims under 28 U.S81338 [Doc. 382 at Page ID # 10996]. This

argument is not persuasive. Regardless oéthdr Yoe and YEI could have brought patent

infringement claims in the Chancery Court Case, they should have brought their FITS claims

related to trademark infringement, the Lanham‘Achisappropriation of traglsecrets, unfair or

deceptive trade practices, unfair competition, amédm of the license agreent, as these claims
were bound up with the Chancery Court Caspinction and Yoe and YEI's amended
counterclaims Any issue that res judicata does not applyhe patent claims is not before this
Court as all patent claims were valanly dismissed from this litigation.

For unknown reasons, the production of Galdrets Socks is not mentioned in the
Chancery Court Case injunctioseDoc. 24-7]. Whether Crescanfringed on YEI's trademark
rights to Game Knits (or carried out any of ttker wrongful conduct complained of by Plaintiffs
in the third amended complainttims case with regard to Gameikq), may need to be determined
by reference to facts wholly unrelated to FIAIRI its operation under the parties’ agreements and
the agreed injunction. Yoe and YEI nonsuiteddhly claims and allegations related to whether

Crescent was infringing YEI's intellectual propertghts to Game Knits in the Chancery Court

18 Tennessee state courts have concurrent jatisd over claims of unfair competition brought
under the Lanham Act, which is the typeLainham Act claim Yoe and YEI assert hefeerra
Aqua Gabions, Inc. v. Midwest Constr. Prods. Cam. M2005-01753-COA-R3-CV, 2006 WL
2105996, at *5 (Tenn. Ct. App. July 28, 2016) (“Weemgwith the federal courts and our sister
jurisdictions that state courts\econcurrent subject matter juiisiion to adjudicate claims of
unfair competition brought under thanham Act.” (citations omitted)}ee als@8 U.S.C. § 1338
(granting original, but not exclusive, jurisdmti over “any civil action arising under any Act of
Congress relating to . . . trademarks”)
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Case and Game Knits is not mentioned in thenetjon. The relevance of the Business Agreement
(whichwaspart of the Chancery Court Case) to Gaméis not clear to # Court. Under the
circumstances, the Court finds that Defendants have not demonstrated that Yoe and YEI's claims
in this case related to Game Knits in Counts I, Il, V, VII, VIII, and X lbarred by application of
the doctrine of res judicata.

3. Conclusion regarding Res Judicata

For these reasons, the Court will grant DefEnts’ motion for summary judgment [Doc.
320] with respect to Count | (trade mark infyfement against Crescent), Count Il (trademark
infringement against Boyd and Allen), Couwt (violation of the Lanham Act), Count VII
(injunctive relief — trade secrets), Count VIII (aifor deceptive trade practices under Tenn. Code
Ann. 8§ 47-18-101 et seq.), Count X (unfair contpet), and Count XI (breach of the license
agreement) to the extent these claims relate®& Bbcks only (but not to the extent these claims
relate to Game Knits or the Omni Wool Tactical and Hiwassee Trading Company claims). It
appears to the Court that this decision fullypdises of Count Xl for Crescent’s alleged breach of
the license agreement, which does not appeargbicate issues about Game Knits or Omni Wool
Tactical and Hiwassee Trading Company sodkse Court will also grant Defendants’ motion for
summary judgment with respeotrespect to CourXlll (Boyd and Allen’sinducement of breach
of the Business Agreement), in its entirety.

In addition, the Court finds that the decltmry relief Plaintiffs seek in Counts VI
(declaratory judgment — trade secrets) and XWhde secret misappropriation and unfair
competition—Omni Wool Tactical and Hiwassee TngdCompany Socks), is moot to the extent
it concerns trade secrets that relate only to FH®&ks (i.e., those trade secrets that Plaintiffs do

not allege were incorporated into the nine Okvaiol Tactical socks or the one Hiwassee Trading
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Company sock that remain at issue in this Taseecause it is undisputed that Defendants are no
longer producing FITS socksne Plaintiffs have submitted noqwf whatsoever of any future,
threatened misappropriation of these specific tradeess. To the extent Plaintiffs seek monetary
damages, costs or fees concerriefendants’ alleged use or misude¢he FITS-ony trade secrets

in these Counts (VI and XVI), the Court finds thas judicata applies. For clarity’s sake, the
Court restates that it finds albtte secret claims (Counts VI, Vlnd XVI), for any type of relief,
that concern the FITS-only tradecsets (i.e., those trade secretattRlaintiffs do not allege are
incorporated into the nine Omni Wool Tactisaicks or the one Hiwassee Trade Company sock
at issue in this case) are eitlneoot or barred by res judicatény relief Defendants seek in their
counterclaimsgeeDoc. 409 at Page ID # 11495-96] concerrimgse specific trade secrets is also
either moot or barred by res judicata.

As YEI's motion for partial summary judgmiefDoc. 322] seeks judgment only on its
claims for trademark infringement related to FITS, and because the Court has concluded that YEI's
FITS trademark infringement chas (Counts | & Il) are barred ihis case by apjgation of the
doctrine of res judicata, the Court will aldeny YEI's motion for paral summary judgment.

The Court also notes that Defendants raliévely argue for summary judgment on
Plaintiffs’ FITS-only related claims based onfBedants’ position that Crescent was operating

within the terms of the parties’ licensing agment the entire time Crescent was producing FITS

19 According to Defendants, the trade secrets thainfffs do not allege we incorporated into
the nine Omni Wool Tactical socks or the dfievassee Trading Company sock are trade secret
numbers 4, 5, 7-12, 15, 17-20, and 8¢Doc. 325 at Page ID # 618&e alsddoc. 269 (list of
all 22 trade secrets)]. Plaintiftfo not appear to dispute thaese trade secrets concern FITS
socks only, and not the Omni Wobéctical or Hiwassee Trading @pany socks at issue in this
case $eeDoc. 382 at Page ID # 11013-15]. The Cala#s not apply the doctrine of res judicata
to any claims regarding allegedeusr misuse of YEI's allegedatiie secrets in conjunction with
Omni Wool Tactical or Hiwssee Trading Company socks.
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[seeDoc. 325 at Page ID # 6160-6Because the Court has conclddleat such claims are barred
by application of the doctrine of res judicaiajs unnecessary for th€ourt to address this
alternative argument, and the@t declines to do so.

Defendants’ remaining arguments concernirgg@®@ame Knits socks and Plaintiffs’ claims
relating to Omni Wool Tactical and Hiwass@eading Company socksand the relationship
between these and FITS socks, are addressed below.

B. Trademark Abandonment — Game Knits

Defendants Crescent, Boyd and Allen alternayiaegue that they aemtitled to summary
judgment on Plaintiffs’ claims related to Gakwits because Plaintiffs abandoned the Game Knits
trademark® [Doc. 325 at Page ID #6169-74pursuant to 15 U.S.C. § 1127:

A mark shall be deemed to be “abandoned” if . . . the following occurs:
(1) When its use has been discontinuéith wmtent not to resume such use.
Intent not to resume may be infedr from circumstances. Nonuse for 3
consecutive years shall be prima &evidence of abandonment. “Use” of
a mark means the bona fide use of stk made in the ordinary course
of trade, and not made merétyreserve a right in a mark.

In this case, it is unsputed that under Yoe’s leadeishCrescent began producing Game
Knits socks in either November or June 2042efAllen Declaration, Doc. 321-X.0e Dep., Doc.
321-2 at Page ID # 6069]. Crescent continugat@éduce and sell Game Knits socks until July 20,
2015 [Allen Declaration, Doc. 321-1Plaintiffs Yoe and YEI, hoever, have not been involved

in the production or sale of Game Kniteag September 4, 2013, when Defendants terminated

Yoe. Defendants therefore claim that thatgbry presumption of abandonment arose on

20 plaintiffs argue Defendants waived thegrhi to assert this affirmative defense¢Doc. 382 at
Page ID # 11004]. The Court has allowed Defendarasnend their answer to the third amended
complaint to assert this defense¢Doc. 406]. The Court there®rmrejects Plaintiffs’ waiver
argument and will address the abandonment issue.
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September 4, 2016 (three years after Yoe’'s termimataond that they are &thed to rely on it in
support of their motioR: They further rely on the followp deposition testimony taken from Yoe
on August 1-2, 2017, concerning Game Knits:
Q. Mr. Yoe, Luke Eldridge testifiethat he wasn’t aware of any plans
to use Game Knits in the future. Do you have any — | assume he’s correct
that there are no plans to use it?
A. He’s incorrect. | have not talked to him about the plans for Game
Knits, but | think there is some realtpatial and | have talked to someone
else about it.
Okay. Who have you talked to about it?
Matt Alexander.
Who is Matt Alexander?

Matt Alexander works for me.

Okay. And what is his position?

> 0 » 0 » 0O

. He’s ... working in the areas of marketing . . . he’s helping me with
accounting . . . with the website and. with the branding strategy.

Q. Okay. What is the plan for Game Knits?

A. We don't have any specific pla There is no way we can make
concrete plans until after this court case has been resolved.

Q. Okay. So you don’t have any targktte on when it's going to be
produced?

21 Defendants argue in their motion that “becavig® had no control over Crescent’s use of the
mark” after Yoe was fired, Cresa&nuse during thaime (from September 4, 2013 until July 20,
2015, when Crescent ceased praducof Game Knits) “did notnure to YEI's benefit,” and
therefore it should be included when calculating three years necessary for the abandonment
presumption [Doc. 325 at Page ID # 6172]. Iteqp, however, that Defendants refused to allow
Yoe to exercise control over Crescent’s use efitlark after terminating him. Whether the period
of time used to calculate the three-yearmalmamment presumption should include time when the
trademark owner was prevented from usingtf@demark by the party claiming abandonment is
not clear to the Court. The pag did not address this issuadathe Court will not decide it
because, regardless, the Court concludes Defen@@etsto meet their burden of showing intent
to abandon by summary judgment standards.
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A. We don’t have concrete plans on much until after this court case is
resolved.

[Doc. 321-2 at Page ID # 6073].

“[Blecause a finding of abandonment worksiawoluntary forfeiture of rights, federal
courts uniformly agree that defendants asserting an abandonment defense face a ‘stringent,’
‘heavy,’ or ‘strict burden of proof.”Stilson & Assocs., Inc. v. Stilson Consulting Grp., L129
Fed. App’x 993, 995 (6th Cir. 2005) (quoti@umulus Media, Inc. v. Clear Channel Commc’n
304 F.3d 1167, 1175 (11th Cir. 2002)). “[lln order a party to succeed on a claim of
abandonment, it must prove theemlents of both non-use and mtei.e., thatthe other party
actually abandoned its mark through noe-aad that it inteded to do so.’1d. (internal quotation
marks and citations omitted).

It is undisputed that Plaintiffs are notreently using the Game Knits trademark. To
establish intent, Defendants rely on the statuytoegumption created by the fact that YEI and Yoe
have not produced Game Knits socks since Yoe was terminated from Crescent, and Yoe's
deposition testimony. The Court finds this evideinsefficient to show there is no genuine issue
of material fact regardinBlaintiffs’ intent to resme production of Game Knits.

Regarding the presumption, courts have heddl ‘fiif a [trademark]registrant’s nonuse is
excusable, the registrant has overcome the prasomthat its nonuse wasuapled with an ‘intent
not to resume use.’Imperial Tobacco Ltd. v. Philip Morris Inc899 F.2d 1575, 1581 (Fed. Cir.
1990);see also Star-Kist Foods,dnv. P.J. Rhodes & Co769 F.2d 1393, 1396 (9th Cir. 1985)
(“[T]his is a presumption that may be rebutted by showing valid reasons for non@segial
Rex, L.L.C. v. Beautiful Brands Int’l, LL.Z92 F. Supp. 2d 1242, 1253 (N.D. Okla. 2011) (citations

omitted). Here, Yoe and YEI have been embraitddigation during the entire period of nonuse,
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with the Chancery Court Case in particular agming ownership of the disputed intellectual
property, including the Game Knits trademark.

Defendants cite a Second Circuit Court of Agls case which holds that a “lawsuit against
an infringing user ordinarily is not a suffeit excuse for failure to use a trade nantetétson v.
Howard D. Wolf & Assocs955 F.2d 847, 851 (2d Cir. 1992) (citations omitted). But the Chancery
Court Case at issue here was not simplyialgua trademark holder against an independent,
infringing user; rather, it was a suit by the g#dly infringing user (€&scent) against the
trademark holder (YEI), in which the allegedly infringing user claimed to own the trademark, or
at least claimed the documents purporting to graumtership of the tradeniato YEI were invalid
[see Doc. 382-1 (Chancery Court Case compldintAs Yoe and YEI point out, Crescent
maintained its position that the documents were invalid through June $E30fc. 382 at Page
ID # 11006, Doc. 382-5 (Crescent’s statement of thesssao appeal in the @hcery Court Case)].
In these circumstances, the Court finds Yoe¥iBtacted reasonably imot attempting to produce
Game Knits socks until, at leattiat time; presumably Yoe aiYdEl would have had to find a new
manufacturer for Game Knits and obtain new matgrall the while not being certain if they were
able to legally produce the sockSee La Societe Anonyme des Parfums le Galion v. Jean Patou,
Inc., 495 F.2d 1265, 1274 (2d Cir. 1974) (describ@agter-Wallace, Inc. v. Procter & Gamble
Co,, 434 F.2d 794 (9th Cir. 1970) which held thah-use was justified bijtigation, and noting
“it could have been disastrous for defendanhat case to have begun an extensive merchandising
campaign while the ownership of its trademarksvaill in litigation”). Because the Court
concludes Plaintiffs’ nonuse was excusable, Defetsdare not entitled to rely on the statutory

presumption to establish Plaintiffs’ intembt to resume production of Game Knits.
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Yoe’s deposition testimony, quoted above, kewise insufficient to meet the “strict
burden of proof’ required for proving abandaemh particularly on a motion for summary
judgment. See Stilson & Assocs., Ind29 Fed. App’x at 995 (quoti@umulus Media, In¢305
F.3d at 1175). Itis true that Yoe admitted he had no “specific plan,” for Game Knits, but he also
testified that he believed thedod had potential and that he had spoken to someone in his company
about it. Yoe also specificallyisithat Luke Eldridges testimony that theneere “no plans to use
[Game Knits]” was “incorrect.” [Doc. 321-2 at Palfie# 6073 (Yoe Dep.)].The Court finds the
testimony equivocal, at bestf. Metro. Life Ins. Co. v. O'M & Assocs. L|8Bo. 06 C 5812, 2009
WL 3015210, at *4-5 (N.D. Ill. Sept. 16, 2009)dgting summary judgnm to defendant on
Lanham Act claims due to the plaintiff's abandwnt, finding that email from the plaintiff's
director of operations telling grtoyees “to be certain’ to ceassing” the trademarked name and
“to dispose of stationanyith” the trademarked name on it “demomas#is [the plaintf's] intent to
abandon the mark”).

For these reasons, the Court finds there isputitd question of facobncerning Plaintiffs’
intent not to resume production of Game Knife Court will deny the portion of Defendants’
motion seeking summary judgment on Plaintiffgiutits | & Il (trademark infringement), Count
V (Lanham Act violations), Countlll (unfair or deceptive tradpractices), and Count X (unfair

competition) as those claims relate to Game Kaits.

22The only bases for summary judgm®efendants advance with red#o Plaintiffs' Game Knits
claims are res judicata, which is addressed earlier in this memorandum and order, and
abandonment.
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C. YEI's Claim for Intentional Interferen ce with Prospective Business Relations
(Count XV)

Defendants next argue that they arditied to summary judgment on Count XV of
Plaintiffs’ third amended complaint, which alleghat Crescent and/or QmWool intentionally
interfered with YEI's busineseelationships by “attempt[ing] tdivert customer sales from the
FITS® brand to . . . themselves by asking custeméro specifically request to purchase or who
have purchased FITS® productshéy would purchasa strikingly similar Cescent and/or Omni
Wool product instead.” [Doc. 201 Bage ID # 2894]. Defendantgyae that, as a result of the
“competitor’s privilege” which exists in intentional interference clatt$YEl must present
evidence Crescent’s conduct amounted to imprapeans,” but that “YEI's allegations of
‘improper means’ are coextensive with andbsumed by its allegations of trade secret
misappropriation and unfair competition claj@ount XVI].” [Doc. 325 at Page ID # 6175].
Moreover, Defendants argue thtae “only damages theory rembyteconnected to” Plaintiffs’
intentional interference claim directly relaties Defendants’ alleged misappropriation of trade
secretsifl. at Page ID # 6177]. Therefore, Defen$aargue, the Court should enter summary
judgment in their favor on Count XV, “[t]o prewmt the risk of improper double recoveryid.[at
Page ID # 6174].

Nevertheless, as Plaintiffs point out, “YEI ynaroceed with its claim until it must elect a
remedy after trial.” [Doc. 382 at Page ID # 11006 plaintiff is entitled to submit two or more

alternate theories to the juryyrew the jury’s verdict, and subsequently elect on which theory the

23 See, e.g.Norvell v. Skin Solutions, LLC v. Solaire Pty LtNo. 2:13-cv-0117, 2014 WL
3353246, at *3-5 (M.D. Tenn. July 8, 2014) (findingttkhere is a “competitor’s privilege” under
Tennessee law, which allows “a competitor . . interfere with a competitor’s contract with a
third party to acquire busess for itself” so long agjter alia, the competitor “does not employ
wrongful means”) (citind?olk & Sullivan, Inc. v. United Cities Gas C@83 S.W.3d 538 (Tenn.
1990) (other citations omitted)).

34



plaintiff wishes to recover.DirecTV, Inc. v. McCo0I339 F. Supp. 2d 1025, 1033 (M.D. Tenn.
2004) (citingConcrete Spaces, Inc. v. Sendes.W.3d 901, 908-10 (Tenn. 1999)). “This election
of remedies exists because ‘it would be manifasthair to require plaintiff$n such cases to elect
before the jury has answered the issues’ .]hug$t it would be inapprofate for the [c]ourt to
dismiss one of Plaintiff's claimat summary judgment simply t@use an election of remedies
may be required.”ld. (quotingConcrete Space® S.W.3d at 908)If the jury awards Plaintiffs
damages arising from the same conduct on Pi@inintentional interference and trade secret
misappropriation/unfair competition claims, “tHéaation of those damages [among the claims]
is something that will need to be sorted out at that tinge& Russell v. CampheWo. 1:16-cv-

00098, 2017 WL 2131642, at *8 n.5 (M.D. Tenn. May 17, 2647).

24 Defendants also argue for the first time in thgdtydrief that Plaintiffs’ intentional interference
with business relations should be dismissed sr&laintiffs’ only proof on damages, from Mr.
Michael Costello, is “impermissly speculative,” and #t therefore Plaintiffs’ claim should be
dismissed for failing to providsufficient proof of the damages element [Doc. 394 at Page ID #
11266]. Because this argument wased for the first time in Defendants’ reply brief, the Court
declines to consider itSee Cooper v. Shelby Cntyo. 07-2283-STA-cgc, 2010 WL 3211677, at
*3 n.13 (W.D. Tenn. Aug. 10, 2010) (citing Sixth Ciittaases declining to consider arguments
first raised in reply briefs).

Crescent does very briefly argue in its opgnbrief that “YEI's calculation of damages
for its trade secret claim is insufficient satisfy the necessary elent of damages for its
intentional interference claim,” citingPG Industries, Inc. v. Payndlo. 3:10-CV-73, 2012 WL
1836314 (E.D. Tenn. May 21, 2012eeDoc. 325 at Page ID # 6177]The court in that case
dismissed the defendants’ countanai for alleged intentional intierence with business relations,
finding that the defendants failed to provide gmgbative evidence of damages, an essential
element of an intentional interference claiffihe court reasoned thatetldefendants’ financial
expert’s report simply stated that “itpsssiblethat [the defendants’] cusher relations have been
affected by actions of [the plaintiff],” and thtite defendants’ only othalleged damages were
those arising out of plaintiff'slieeged “Lanham Act violations.’PPG Indus. 2012 WL 1836314,
at *6 (emphasis in original). The court funtheasoned that a “calculation of damages under the
Lanham Act does not translate into a shawiof damages based upon PPG’s intentional
interference with defendants’ busgserelationships by improper meansd:

Crescent’s argument on this point appearsnarely be part of its “double recovery”
argument in its opening brief, and so again tbar€notes it will not addreghe argument further,
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The Court will therefore deny Defendantsquest for summary judgment on Plaintiffs’
Count XV for intentional interfeance with business relations.

D. Plaintiffs’ Unfair Competition Claim in Count XVI

Crescent next argues that Rtdfs’ unfair competition claimssserted in Count XVI are
actually infringement of trade diesights claims, which should lBsmissed because Plaintiffs
have failed to provide evidence @number of elements of atle dress claim [Doc. 325 at Page
ID # 6178-85].

Nevertheless, as Plaintiffs point out in their response, Plaintiffs’ unfair competition claim
is not a trade dress claim, itas unfair competition claimsgeDoc. 382 at Page ID # 11008-09
(“YEI has not asserted, nor does it assert noalaian for trade dress inngement. Count XVI
comprises exactly what its plain languagsaldes—claims under the Tennessee Uniform Trade
Secrets Act and for unfair competition, both relatedefendants’ sale afocks to the military
other than FITS.”)]. The Court agrees with Btdfs: “For that reason alone, the Defendants’
position fails.” |d. at Page ID # 11009].

Moreover, the Court finds, at least based on the pleadings, arguments, and exhibits before
it now, that Plaintiffs have shawthere is a question of factgarding whether Plaintiffs have
established the elements of unfair competitias, this Court described those elements in
Aquashield, Inc. v. Sonitec Vortisand, [ndo. 13-cv-119, 2013 WL 5524598, at *11 (E.D. Tenn.

Oct. 4, 2013) (cited by Plaintiffs):

except to note that the Lanham Act claim®PG Industriesio not appear to involve the alleged
misuse of intellectual property asethhanham Act claims in this case d&ee id. 2012 WL
1836314, at *13-17. Moreover, it is not clear to @aurt at this time, at least from Crescent’s
motion for summary judgment, thitr. Costello’s report is as deficient as the expert report in
PPG Industries
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(1) the defendant engaged in conductohfpassed off” its organization or
services as that of e¢hplaintiff; (2) in engging in such conduct, the
defendant acted with an intent teagive the public as to the source of
services offered or authority ofsitorganization; and (3) the public was
actually confused or deceived as to the source of the services offered or
authority of its organization.
(citations omitted). For example, Plaintiffs dite following email exchange from February 2016,
between what appears to be a FITS custoand a sales representative for Crescent:
Hi Bob,
| wanted to do Fit[s] Socks but | justceived word that they will be now

from a company Om[n]i Wool. Carou update me on the change. | know
nothing else.

Thanks,

Agnieszka Szmeterling

Hi Agnieszka,

It's great to hear from you agairiCrescent sock (the manufacture of the
fits socks in the past) is just changing their name to Omni wool. The socks
are still same quality as the fits, but at lower pricing and new and improved
packaging. I'll send you a few Samplesxt week to review. Talk with

you soon.

Best Regards,
Bob Mahin

[Doc. 382-7 at Page ID # 11132].
The Court will therefore deny Defendants’ nootto the extent it seeks summary judgment
on Plaintiffs’ unfair competition eim set forth in Count XVI.

E. Plaintiffs’ Trade SecretClaims Concerning FourOmni Wool Tactical Socks
(Counts VI, VII, and XVI)

Earlier in this Memorandum and Order, Beurt found that the parties’ trade secrets-

related claims involving the 14 FITS-only trade secrets (i.e., those trade secrets which Plaintiffs
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do not allege are incorporated into the n@mni Wool Tactical and one Hiwassee Trading
Company sock at issue in tluase; specifically trade secratmbers 4, 5, 7-12, 15, 17-20, and 22)
are either moot or barred by dipption of the doctrine of resiglicata. Plaintiffs concede that
YEI's evidence is that Defendants have misappabgd only eight of its 22 trade secrets in the
Omni Wool Tactical socks and one Hiwasseadimg Company sock [Doc. 382 at Page ID #
11015]. According to Defendan®laintiffs allege Defendantaisappropriated these eight trade
secrets in manufacturing nineffdrent Omni Wool Tactical socks and one Hiwassee Trading
Company sock [Doc. 325 at Page ID # 618Tefendants argue, howevérat claims about four
of the nine types of Omni Wool Tacticalcks and one Hiwassee Trag Company sock (the
three types knitted on a 108-needle machind,the one type knitted on an 84-needle maéfine
should be dismissed because bothPlaintiffs’ technical expgs (Oscar Nardi (“Nardi”) and
Mitchell Beckler (“Beckler”)) admithat Plaintiffs have no evidendeat Plaintiffs’ alleged trade
secrets were used to make these four types of seegB¢c. 325 at Page ID # 6187-88].

As far as the Court can tell, Plaintiffs do maoldress this argument in their response [Doc.
382] to Defendants’ motion. Beckler testified that report did not contain an opinion that trade
secret numbers 1, 2, 3, 6, and’2&ere used in these four types of soaeeBeckler Dep., Doc.

325-8 at Page ID #6262-64], whicsupports Defendants’ argunteon this issue. Nardi's

25 These claims are asserted in Counts VI, ¥iigd XVI of Plaintiffs’ third amended complaint
[see Doc. 201]. Plaintiffs’ third amended complaloes not identify the number or type of Omni
Wool Tactical or Hiwassee Trading Company sottiet incorporate the alleged trade secrets.
Nevertheless, Plaintiffs dwot appear to disputedhat most ten types abcks (nine Omni Wool
Tactical socks and one Hiwassee Trading Camysock) are at issue in these counts.

26 plaintiffs also do not appear to dispute thate of the ten accusedcks were knitted on a 108-
needle machine and one of the ten accssells was knitted on an 84-needle machine.

27 Beckler's deposition testimonygarding whether trade secret rogns 13, 14, and 16 were used
in the four types of socks was less clemeDoc. 325-8 at Page ID # 6262-64 (Beckler Dep.)].
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testimony is somewhat less clear [Doc. 325-7 at Hage6256-60]. Counsel for Plaintiffs should
be prepared to address whethay af the eight trade secrets arearporated into these four socks
knitted on either a 108-needle mawhor on an 84-needle machindlat final pretrial conference
on November 20, 2017.

The Court will reserve ruling on Defendants’tma on Plaintiffs’ Count XVI (trade secret
misappropriation and unfair comition — Omni Wool Tactical and Hiwassee Trading Company
socks), to the extent this count concerns theettypges of socks knitted on a 108-needle machine,
and the one type knitted on an 84-needle machine.

F. Plaintiffs’ Prayer for Trade Secret Damages and Lost Profits

Finally, Defendants argue Plafifd’ prayer for trade secret damages and lost profits should
be dismissed because “YEI's damages expertQdstello, conceded YEI calculated its damages
and lost profits using a methodology courts repeategéct,” and therefore, the “record evidence
is insufficient to support eitherebry with any reasonable degecertainty.” [Doc. 325 at Page
ID # 6188]. Specifically, Defendanfargue that YEI's lost profitsalculation is based on sales
made by Crescent with YEI's profit margin applied. Defendants Allied Erecting and
Dismantling Co., Inc. v. GenasEquipment & Manufacturing, Inc511 F. App’x 398, 403-04
(6th Cir. 2013) (applying Ohio law). In thaase, the Sixth Circuit cegnized that a plaintiff
claiming damages for lost profits arising framisappropriation of tras secrets must prove
causation; in other words, aapitiff cannot rely on sales @hn infringing product made by a
competitor alone in order to establish its own lost profitk. (internal citations omitted). The
court held:

Adopting [the plaintiff's] theory {tat lost profits may be establishealely

on the basis of profits the defendaatined through its misappropriation)
would allow recovery even in the abse of evidence that the plaintiff in
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fact suffered loss and would blur any distinction between the unjust-
enrichment and lost-profitheories of damages.

For their part, Plaintiffs essentially agreattithis was the method Mr. Costello used to
calculate Plaintiffs’ “lost profits.”§eeDoc. 382 at Page ID # 11017 (MBostello “took the sales
that Crescent made to the military in 2016 wighGimni Wool Tactical socks—sales that Crescent
had previously made with YEI's FITS socks —and applied YEI's profit margin.”)]. Plaintiffs
point out, however, that these damages are expressly permitted by the Tennessee Uniform Trade
Secrets Act, in the form of damages for ‘wstjenrichment.” Tenn. Code Ann. 8§ 47-25-1704(a)
(“[A] complainant is entitled to recover damager misappropriation . . . . Damages can include
both the actual loss caused by misapprommatand the unjust enrichment caused by
misappropriation that is not taken into accour@amputing actual loss. Plaintiffs citeHamilton-
Ryker Group, LLC v. KeympNo. W2008-00936-COA-R3-C\2010 WL 323057 (Tenn. Ct. App.
Jan. 28, 2010) (applying Tennessekrade Secrets Act)ln that case, the Tennessee Court of
Appeals held:

Here, the trial court utilized thetad amount that Keymon [the defendant]
had billed [the plaintiff Hamilton-Rker’'s former clients] for Keymon’s
work on the Verizon telephone directaie It then applied the profit
percentage Keymon calculated fetamilton-Ryker's Verizon work.
Regardless of whether Hamiltond®r would have continued doing
Verizon’s directory procgsing work during the ndgirfour-year time span
from Keymon’s layoff,this was a reasonable method to calculate the
amount by which Keymon was unjusly enriched for the Verizon work
she obtained by virtue of the trade secret information she
misappropriated from Hamilton-Ryker. . . . We find the trial court’s
calculation of damages under the Tr&kerets Act is fully supported by

the evidence in the record.

Id. at *18 (emphasis added).
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In reply, Defendants concede that Mr. Clhste method was appropriate for calculating
unjust enrichment damages, but they argue ‘tfigt's expert, Mr. Costello, made it clear his
calculation of trade secret damages repredeMEl's lost profits, not unjust enrichment
damages.” [Doc. 394 at Page ID # 11269].

The Court finds that the label Mr. Costelttached to his damages calculation is not
dispositive on the issue of whetHelaintiffs are entitled to the deges as a matter of law. As
explained inHamilton-Ryker the Tennessee Trade Secret Aainpts successful trade secret
misappropriation plaintiffs to recover the typedaimages Mr. Costello calculated in the form of
“unjust enrichment” damages. In their third emded complaint, Plaintiffs request “all . . .
statutory and common law damages” arisiingm Crescent’'s alleged misappropriation of
Plaintiffs’ trade secretssgeDoc. 201 at Page ID # 2898]. Datlants’ argument that Plaintiffs
are not entitled to their “trade secret dansgend “lost profits” damages as a matter of law
therefore fails.

Defendants also emphasize that Plaintiffg om Crescent’s actual sales during 2014 to
show YEI's “lost profits” betweeiarch 2016 and February 2017, and argue, “[o]ther than bare
assumption, YEI can point to no evidence sutiggsthe two time periods were sufficiently
comparable.” [Doc. 325 at Page ID # 6189]. Thn€finds there are matatiquestions of fact
regarding whether these two tirperiods are sufficiently compatsle, and will deny Defendants’
motion on this issue.

In sum, the Court concludes there are unkegbissues concerning whether Plaintiffs are
entitled to their “trade secret damages” andt“jm®fits” damages. Defendants’ motion will be

denied in this regard.
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IV.  CONCLUSION

For the reasons stated herein, Defendantstion for summary judgment [Doc. 320] is
GRANTED IN PART AND DENIED IN PART as follows. Plaintiffs’ Count XllI (Defendants
Allen and Boyd's inducement of breach of cootfaand Count XI (breach of the license
agreement) are dismissed in their entirety. Eféshclaims in Counts VI (declaratory judgment
— trade secrets), VIl (injunctive relief — tradests), and XVI (tradeexret misappropriation and
unfair competition — Omni Wool Tactical aktiwassee Trading Company socks) are dismissed
to the extent they relate t@tte secret numbers 4, 5, 7-12, 15, 17apd, 22 (the FITS trade secrets
that are not alleged to be incorporated i@mni Wool Tactical socks or Hiwassee Trading
Company sock at issue in this case). Ri&h Count | (federal trademark infringement -
Crescent), Count Il (federal trahark infringement — individuaefendants), Count V (violation
of the Lanham Act), Count VIII (unfair or deptive trade practices under Tenn. Code Ann. 8§ 47-
18-101, et seq.), Count X (unfair competition), &wlint XVI (trade secret misappropriation and
unfair competition — Omni Wool Tactical aktiwassee Trading Company socks) are dismissed
to the extent these claims concern FITS sockg, ¢mit not to the exterhey concern Game Knits
or Omni Wool Tactical/Hiwassee Trading Compangks. The Court reserves ruling on any trade
secret misappropriation claim relating to the three socks knitted on a 108-needle machine and the
one sock knitted on an 84-needle machine as asielleabove and Plaintifftould be prepared to
address whether any of the eight trade secretseneporated into these four socks at the final
pretrial conference. Defendantabtion for summary judgment BENIED in all other respects

as set forth herein.
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Also for the reasons statéérein, Plaintiffs’ motion for péial summary judgment [Doc.
322] isDENIED.
SO ORDERED.

ENTER:

SUSANK. LEE
UNITEDSTATESMAGISTRATE JUDGE
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