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IN THE UNITED STATES DISTRICT COURT
FOR THE WESTERN DISTRICT OF TENNESSEE
WESTERN DIVISION

SPECTRUM LIGHTING & CONTROLS, )
INC., )
)
Plaintiff, )
) No. 2:18€v-02253TLP-cgc
V. )
) JURY DEMAND
SESCO LIGHTING, INCandTHE WATT )
STOPPER, ING. )
)
Defendars. )

ORDER DENYING DEFENDANT WATT STOPPER’S MOTION TO DISMISS

Arguing that Plaintiff failed to allegleusiness relations with which Defendant
supposedly interfered, defamatory statements, civil conspiracy, arwbaimgicts Defendant
breachd, Defendant, The Watt Stopper, Inc. (“Watt Stoppernidyes to dismiss this action
under Rule 12(b)(6) of the Federal Rules of Civil Procedure. (ECF No. 44.) Forgbegea
below, the Courtinds that Plaintiff hasufficiently pleadedhll of its claims Defendants
Motion isDENIED.

BACKGROUND

Plaintiff, SpectrumLighting & Controlsinc. (“Spectrum”) suesin federal court under
diversity jurisdiction, applying Tennessee law. (ECF Noat3RagelD 18384.) Spectrum
allegesdn its First Amended Complaitihat various entities and individuals, both from within
and outside the company, have conspired agaittssteal its trade secrets form a

competing enterpriség put Spectrum out of business using anticompetitive tactics, and to
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defame Spectrum to lure away asstomers.(ECF No. 34.) In the enthe allegations
against Watt Stopper are faigyraightforward.

Watt Stopper manufactures and sells lighting control products such as swaitdhes
dimmers. (ECF No. 44 at PagelD 348.) Spectrum, as a representative for liglting a
lighting control manufacturers,dditated Watt Stopper’s producalesto consumers in the
Mid-South region. I(l.) Spectrum alleges the two parties had an “exclusive representation
agreement.”(ECF No. 34 at PagelD 186.) Watt Stopper contracteddefendanSESCO
Lighting, Inc. (*SESCQO”)pne of Spectrum’s “direcompetitors,” in all other regions within
the United States. (ECF No. 34 at PagelD.18%otably, SESCO did not yet have a
presence in the Mi&outh. [d.)

Spectrumalleges that Watt Stopper aB&ESCOtried to hire two of Spectrum’s “key
employees,” because SESCO was preparing to enter th8ddith market. (ECF No. 3t
PagelD 186.) A Watt Stoppezpresentativéhen informed one of tse employeethat
SESCO would avoid enteririge Mid-South forone yar if that employee would agree to
acquire Spectrum and sélto SESCO.(ECF No. 34 at PagelD 187.) Spectralso alleges
that Watt Stoppeknew thatboth of these “key employee$iiere subject to confidentiality
and restrictive covenant agreementfid.) Sometime later, representatives from SESCO
approache®pectrum’s shareholders about buying the company, but the shareholders did not
agree to sell (ECF No. 34 at PagelD 187.)

Spectrum alleges that, asesult,Defendants conspired “to defame Spectrum and
interfere in Spectrum’s contractual and bussnegations” by telling third parties that

Spectrurts president, Mr. Earps, was sufferingiin an illness that would force him to retire



and close the business and that SESCO was planning toeattgucompany, regardless.
(ECF No. 34 at PagelD 188.)

Spectrum claimsnanycustomergalledSpectrum’s management askihGESCO
and Watt Stoppers’ representations were true, which forced it to email neadystfters
to clarify its position.(ECF No. 34 at PagelD 192.)

STANDARD OF REVIEW

A motion to dismiss under Federal Rule of Civil Procedure 12(b)(6) tests the
sufficiency of the complaint’s allegations by arguing the allegations estaialislaim for
which relief can be granted. A court considering a motion to dismiss under Rul@g)12(b)
must “construe the complaint in the light most favorable to the plaintiff, accept itstiaihesga
as true, and draw all reasonable inferences in favor of the plaiiRECTV, Inc. v.
Treesh 487 F.3d 471, 476 (6th Cir. 2007). A court need not accept as true legal conclusions
or unwarranted factual inferencddananiya v. City of Memphi252 F. Supp. 2d 607, 610
(W.D. Tenn. 2003) (citing.ewis v. ACB Business Servs., JA&5 F.3d 389, 405 (6th Cir.
1998)). “A complaint should only be dismisséd is clear to the court that ‘no relief could
be granted under any set of facts that could be proved consistent with the allegjakibns.’
(quotingTrzebuckowski v. City of Clevelar®ll9 F.3d 853, 855 (6th Cir. 2003)).

According to Rule 8 of the Federal Rules of Civil Procedure, a complaint musinconta
“a short and plain statement showing that the pleader is entitled to réled."R. Civ. P.
8(a)(2) In practice, Rule 8 requires thatcamplaint must contain sufficient factual matter,
accepted as true, to ‘state a claim to relief that is plausible on its fasht¢roft v. Igbal
566 U.S. 662, 678 (2009) (quotiBgll Atl. Corp. v. Twomb|y550 U.S. 544, 570 (2007));

see Engler v. Amold, 862 F.3d 571, 575 {6 Cir. 2017).



A court will grant a motion to dismiss if a plaintiff has no plausible claim for relief
But a court must review the complaint in a light most favorable to the plait#é Herhold
v. Green Tree Serv., LLLE608 F. App’x 328, 331 (6th Cir. 2015). “A complaint should only
be dismissed if it is clear to the court that ‘no relief could be granted undsetol/facts
that could be proved consistent with the allegationkl’”(quotingTrzebuckowski v. City of
Cleveland 319 F.3d 853, 855 (6th Cir. 2003)).

DISCUSSION

Spectrum Sufficiently Alleged that Watt Stopper Tortiously Interfered with its
Business Relations and Intentionally Interfered with its Contracts

A. Tortious Interference with Business Relations

The Court analyzes this claim for tortious interference with businesoredatnder
Tennessee lawTo establistortious interference with business relations, a plaintiff must
plead:

(1) [a]n existing business relationship with specific third parties or

prospective relationship with an identifiable class of third persons; (2) the

defendant’s knowledge of that relationship and not a mere awareness of the

plaintiff's business dealings with others in general; (3) the defendant’s

intent to cause the breaohtermination of the business relationship; (4) the

defendant’s improper motive or improper means; and (5) damages resulting

from the tortious interference.
Trau-med of Am., Inc. v. Allstate Ins. C6l S.W.3d 691 (Tenn. 2002).

Watt Sopper alleges that Spectrdailed to plead all but the firelement First, Watt
Stopper asserts that Spectrum “impermissibly relies on generalized anascoycl
statements regarding Watt Stopper’s knowledge of Spectrum’s prospectivasiimg) ex
busiress relationships,” because ttomplaint does not state how Watt Stopper would know

that a thirdparty is a Spectrum customer. (ECF No. 44 at PagelD Etertrumalleged in

its complaint, though, that Watt Stopper and SESCO made calls upon third parties whom



they “knew were under contract with Spectrum . . ..” (ECF No. 34 at PagelD\W8&)is
more, Spectrum alleges that Watt Stopper “was exclusively contracted to Spastaum
lighting controls products provider,” and that one of its executiasiwregular contact

with Spectrum’s “Contractor Sales and Controls Manager.” (ECF No. 34 at PEg@HB6.)
These allegations suggest that the Parties had a sufficiently intimate busliagssship

such that Watt Stopper would be aware of Spectrgii€atele. Discovery may reveal that
Watt Stopper had no knowledge of Spectrum’s client base, but for now, the Court accepts
Spectrum’s allegations as true.

Watt Stopper then asserts that Spectrum failed to satisfy the intent requirement,
alleging onlythat it “intentionally and tortiously interfered with Spectrum’s business
relations” (ECF No. 44 at PagelD 351By itself, that allegatiomay not bdegally-
sufficient. See 1gbal556 U.S. at 678 (“Threadbare recitals of the elements of a cause of
action, supported by mere conclusory statements, do not suffiBaitone can infer from
the complaint that Watt Stopper would not have caath&pectrum’s customers telling
them, anong other things, thatE5COwas “buying Spectrum,” unless it intended to
interferewith Spectrum’s relationship(ECF No. 34 at PagelD 190.)

Watt Stopper then cité&rau-Med arguing that Spectrum has not sufficiently pleaded
improper motive or means. (ECF No. 44 at PagelD 3%21)Spectrum pleaded that Watt
Stopper madenanymisrepresentatiorsan example listed ifirau-Med of an improper
motive—about Spectrum’s futurélrau-Med 71 S.W.3d at 701 n.H9.ast, Watt $opper
argues that Spectrum failéalallegedamagesufficiently. (ECF No. 44t PagelD 353
The Court is sympathetic to this poitite assertion that Spectrdsuffered damages and

financial injury” could be described as generidoilerplate. Even so, a plaintiff “need not



allegespecific damages at the pleading stage to state a cause of action for tortious
interference with business relationsAssist2-Sell, Inc. v. Assist-2-Build, LL®lo. 1:05-
CV-193, 2005 WL 3333276, at *7 (E.D. Tenn. Dec. 6, 2005) (courts candialeage fom
defendant’s alleged interferencéit this stage of the cas8pectrum haadequately pleaded
aclaim fortortious interference with prospective business relations.

B. Intentional Interference with Contract

Spectrum asserts that Watt Stopper intentionatrfered with contracts hadwith
its employees, vendors, manufacturers, contractors, and customers. (ECF Neagdl@at
195.) Again, the Court analyzes this claim under Tennessee laortiduis interference
with contractclaim requires thal) there was a legal contract; (2) the wrongdoer must know
about the existence of the contract; (3) there must be an intention to inducecits @tethe
wrongdoer must have acted maliciously; (5) there must be a breach of tteet;¢f) the act
complained of must be the proximate cause of the breach of the contract; ande(ifuster
have been damages resulting from the breach afahieact. Atchley v. RK Cg 224 F.3d
537, 540 (6th Cir. 200Qppplying Tennessee law).

Forthe interference agahthecustomersWatt Stopper claims that Plaintiff’s
allegations stating ithad contracts with many of its customers,” and “Defendants had
knowledge of these contractsick specificity. (ECF No. 34at PagelD194.); (ECF No. 44 at
PagelD 353.) Perhaps, but “specificity” is not requir8ee Iqbal556 U.S. at 678As
noted above, Spectrum asserts that its working relationship with Watt Stogpelosa and
that Watt Stopper had a basis to know Spectrum’s clientele. Discovery mgydatethat
Watt Stopper and SESCO had no knowledge of Spectrum’s contracts, but for now, these

allegations are sufficient to survive a motion to dismiss.



Watt Stoppenext claims Spectrum failed to allege intent. As withcdlaem for
tortious interference ith business relations, thoughge factfinder can infeintent from Watt
Stopper’s alleged actionsS€eECF No. 34 at PagelD 190.)

Watt Stopperalso argues thé&pectrum failed to allege howatt Stopper’s actions
proximatelycaused third parties to breach their contracts with Spectrum. (ECHIdo. 4
PagelD355-56) But Spectrum explicitly alleges that “ftjeeSpectrum employees did in
fact resign, causing loss to Plaint#fibusiness,as a result of Watt Stopper’s action&CF
No. 34 at PagelD 195-96

As to Spectrum’s employees, Watt Stopper asserts there is no allegation that it
proximately caused those employees to breach their contracts. (EC# &td?dgelD 37.)
Spectrum alleges though, that Watt Stopper’'s communications “that Spectrudhbeoul
closing its facility,” led to “employees breach[ing] their contracts wgkc®um . . . .”(ECF
No. 34 at PagelD 19p The Court finds, therefore, th&pectrumsufficiently pleaded a
claim for intentional interference with contract.

Il. Spectrum has Sufficiently Feaded its Claim for Defamation and Defamation by
Implication

A. Defamation
Spectrum alleges thabme ofWatt Stopper's communications to Spectrum’s
employees, customers, and other third paviiexe defamatory (ECF No. 34 at PagelD 196—
97.) The alleged defamatory statements are that “[1] Spectrum is closing its f§2]lity
being acquired by another company (SESCO) . . . [3] its owner(s) are siudy,ailyietiring
in 30 to 60 days, and [4] that it will be going out of business.” (ECF No. 34 at PagelD 197.)
Watt Stopper first argues these statements are not defamatory becausedthey “di

constitutea serious threat to Spectrum’s reputation . .(ECF Na 44 at PagelB59).



“[T ]he court must determine as a question of law whethdhe.statementsrust

reasonably be construable as holding the plaintiff up to public hatred, contempt oefidicul
thereby comprising serious threat to the plaintiffreputatiori Stilts v. Globe Int; Inc.,

950 F. Supp. 220, 223 (M.D. Tenn. 1994§;d, 91 F.3d 144 (6th Cir. 1996) (quotiggones
River Motors, Inc. v. Mid-S. Pub. C&®51 S.W.2d 713, 719 (Tenn. Ct. App. 1983)). That
said,“[a] trial court may determine that, as a matter of law, a statement is not defamatory
only when the statement is not reasonably capable of any defamatory meaning and cannot be
reasonably understood in any defamatonsse Aegis Scis. Corp. v. Zeleniko. M2012-
00898COA-R3CV, 2013 WL 175807, at *6 (Tenn. Ct. App. Jan. 16, 2013) (quoting
Biltcliffe v. Hailey’s Harbor, Inc, No. M2003-02408=0A-R3CV, 2005 WL 2860164, at *4
(Tenn. Ct. App. Oct. 27, 2006) At thispoint, the Court does not find that Watt Stopper’s
alleged statements “cannot be reasonably understood in any defamatory kknse.”

Watt Stopper next argues that Spectrum has not pleaded the prima facie elements fo
defamation. © establish defamatian TennesseeSpectrum must prove that “(1) a party
published a statement; (2) with knowledge that the statement is false and defameng to th
other; or (3) with reckless disregard for the truth of the statement or witlyeecg in
failing to ascertainhte truth of the statement.Sullivan v. Baptist Mem’l Hosp995 S.W.2d
569, 571 (Tenn. 1999)[T]he falsity requirement is met only if the statement in question
makes an assertion of fact—that is, an assertion that is capable of being progtdehbje
incorrect.” Clark v. Viacom Int’l Inc.617 F. App’x 495, 508 (6th Cir. 2015).

Watt Stopper alleges that the first three statements (that Spectrum was “closing its
facility,” “being acquired” by SESCGnd that Mr. Earps would be “retiringare

“prediction[s] of a future event, and therefore [are] not subject to being proved true or false.”



(ECF Na 44 at PagelD 360.) Other jurisdictions have, indeed, held that statements of future
events are necessarily opiniorseeCenveo Corp. v. CelumSolutions Software GMBH & Co
KG, 504 F. Supp. 2d 574 (D. Minn. 20(Q7the statement . . . is a statement about future
events and therefore does not imply the existence of a fact”). The Court, though, iseunawa
of any such authority indhnessee an/att Stoppepffersno caseaw to support its
contentions.Whether Spectrum was, in fact, “closing its facility,” “being acquired” by
SESCO, and losing Mr. Earps, appeagtleast facially-as“capable of being proved
objectively incorrect.”Clark, 617 F. App’x at 508. The Coutherefore, decline® dismiss
Spectrum’s defamation claim as to these statements.

As to the fourth statemenityatt Stopper relies on two cades the proposition that
sayinga company isgoing out of business’s an opinion. SeeMedison Am., Ingv.
Preferred Med. Sys., LLG48 F. Supp. 2d 567 (W.D. Tenn. 2004J,d, 357 F. App’x 656
(6th Cir. 2009)Cenveo Corp 504 F. Supp. 2dt574. This Court disagreededison
involved Lanham Act and defamatictaims against a manufacturehewepresentetb a
third partythat plaintiff was‘going out of business.” 548 F. Supp. 2d 567 (W.D. Tenn.
2007),aff'd, 357 F. App’x 656 (6th Cir. 2009). The cogranted summary judgment
dismissingboth claims because defendant had evidence shqlangiff was in severe debt
and had begun bankruptcy proceedings, countering plaintiff's assertion thizt&meents
were false.Medison Am., In¢548 F. Supp. 2dt 579. Unlike Medison though, this matter
is nothereat thesummary judgmerdgtageandthere is no evidence that Spectrum is, in fact,
going out of business. Thus, Spectrumstated enougto proceed othis fourth statement.

B. Defamation by Implication

Spectrum alleges thathenWatt Stopper told others “Mr. Earps had an illness that

could kill him,” “*SESCO was buying Spectrum,” “SESCO gets what it wants,” and “SESCO

9



would be putting Spectrum out of business,” those statenmeplied that Spectrurwas
goingout of business. (ECF No4 4t Pagell861.) Defamation by implicatior-also

referred to as “innuendo™eecurs where statements that may be true on their face imply or
suggest a defamatory meanir@rant v. Commercial AppeaNo. W201500208COAR3CV,
2015 WL 5772524, at *12 (Tenn. Ct. App. Sept. 18, 2015he statement “qualifies as an
opinion,” then it cannot have a defamatory implicatitoh. Watt Stoppeargues—with no

legal support—that these statements are opinions “not subject to being proved tise"or fa
(ECF No. 44 at PagelD 361As with Spectrum’slefamation claim, thougkhese

statements (th&Mr. Earps had an illness that could kill him,” “SESCO was bgyin
Spectrum,” “SESCO gets what it wants,” and “SESCO would be putting Spectrum out of
business,) appear facially capable of being proved true or fa{E€F No. 44 at PagelD
361.)

Watt Stopper als@rgueghese statements are not actionable becaugédbenot
constitute a serious threat to [Spectrum’s] reputatiold!) Statements that “are not capable
of conveying a defamatory meaning” are not actionable under the tort of defauati
implication Loftis v. RayburnNo. M201701502COAR3CV, 2018 WL 1895842, at *9
(Tenn. Ct. App. Apr. 20, 2018). Defamatory meaning is “injury to one’s reputation for good
character.”Davis v. The Tennessed&8 S.W.3d 125, 130 (Tenn. Ct. App. 2000nce
again, the Court is not yet willing to conclude that the alleged statements did n®t injur
Spectrum’s reputation for good character. The Court, therefore, declines t&sdism

Spectrum’s defamation by implication claim.
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lll.  Spectrum’s Civil Conspiracy Claim is Well-Pleaded

Spectrum alleges that Watt Step@and SESCO conspired to help SESCO enter the
Mid-South lighting market and put Spectrum out of business. A claim for civil conspiracy
requires “(1) a common design between two or more persons, (2) to accomplish btedoncer
action an unlawful purpose, or a lawful purpose by unlawful means, (3) an overt act in
furtherance of the conspiracy, and (4) resulting injugancorpSouth Bank v. Herte843
F. Supp. 2d 1041 (W.D. Tenn. 2009)att Stopper first argues that Spectrum’s claim should
be dismissed because the cause of action requires the existence “of an unpestiicege
tort.” Nooh v. CIT Grp. Consumer Fin., In&No. 17-28333TRDKV, 2018 WL 3056698, at
*1 (W.D. Tenn. Apr. 5, 2018)eport and recommendation adopiédb.
217CV02833JTFDKYV, 2018 WL 2336294 (W.D. Tenn. May 23, 20B3cause this Court
declines to dismissianyof Spectrum’s othetort claims,Spectrum’s cause of action does
containan alleged predicate torT.he Courtwill not dismissthis claim on tht ground. (ECF
No. 44 at PagelD 363.)

Watt Stopper nextsserts that Spectrum failed to satisfy the first two elemeiitsy
Hagen v. U-Haul Co. of Tennesdee the proposition thailaintiffs must pleadivil
conspiracy claimdike fraud claims, with greater specificit$g13 F. Supp. 2d 986, 997
(W.D. Tenn. 2009). There has been some lingering confusion sinicg#ielecision over
how the federal pleading standard should be appliaditol conspiracyclaim under
Tennessee law. WD sister court recently “conclude[d] that there is no higher burden upon
Plaintiff for pleading a civil conspiracy claimCarroll v. TDS Telecommunications Caqrp.
No.117CV01127STAEGB, 2017 WL 6757566, at *10 (W.D. Tenn. Dec. 29, 2017). To that

end, Spectrum has pleadsdfficient facts alleging that Watt Stopper conspired with SESCO
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to put Spectrum out of business by defaming its reputation in the commuB@y. No.34
at PagelD199-200.)
IV.  Spectrum’s Breach of Contract Claim Stands

Spectrum claims Watt Stopper breached the exclusive representation contraghbetwe
the two parties. (ECF No. 34 at PagelD 20} The elements for a breach of contract
claim are “(1) the existence of an enforceable contract, (2) nonperformancetiugdoo a
breach of the contract, and (3) damages caused by the breach of the coAR&:LifeMed,
Inc. v. AMCTennessee, Incl83 S.W.3d 1, 26 (Tenn. Ct. App. 2005).

Watt Stopper argues that Spectrurtiam is conclusory because Spectrum did not
attach the alleged contract to its Complaint, cite any specific provisions afnbract, or
guote any language from the contract that would suggest breach of contract. (ECF No. 44 at
PagelD 365-66.While the Court acknowledges that Spectrum’s allegations are somewhat
thin, the SixthCircuit has made clear that a party need not identify a specific contract
because “that is not an element of a breafetontract claim in TennesseeTaylor v. JP
Morgan Chase BaniN.A., No. 16-6513, 2017 U.S. App. LEXIS 2489Rather, Spectrum
has alleged that had a contract withVatt Stopper. at contract allegedly made Spectrum
the exclusive representatif@ Watt Stopper in the Mi&Gouth lighting marketWatt
Stopperallegedly breached that contract by helping SESCO enter th&Mith lighting
market And Spectrum has suffered damages such as the resignatmreddl of its
employees. (ECF No43at Pagell200-02) “Admittedly, if the factual record fails to
narrow the specific contractual provisions allegedly breached, it is doulzfalifPs breach

of contract claim will survive a motion for summary judgmerBridgestone Am.’s, Inc. v.
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Int'l Bus. Machines Corpl72 F. Supp. 3d 1007, 1021-22 (M.D. Tenn. 2016). For now,
though, Spectrum has sufficiently pleaded its claim to survive a motion to dismiss.

CONCLUSION

For the reasons noted above, this Cbods that Plaintiff's Complaint contains
“sufficient factual matter” to “state a claim to relief that is plausible on its facedllfo
claimsasserted Igbal, 556 U.S. at 678 (quotirgell Atl. Corp. v. Twomb|y650 U.S. 544,
570 (2007))see Engler862 F.3d at 575. As a result, this Court DENESendant’s
Motion to Dismiss.

SO ORDERED, this9th day ofNovember, 2018.

s/Thomas L. Parker

THOMAS L. PARKER
UNITED STATES DISTRICT JUDGE
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