Domain Protection LLC v. Sea Wasp LLC et al Doc. 192

United States District Court

EASTERN DISTRICT OF TEXAS
SHERMAN DIVISION

DOMAIN PROTECTION, LLG

Civil Action No. 4:18ev-792
JudgeMazzant

V.

SEA WASP, LLC, ET. AL.

w W W W W W

AMENDED MEMORANDUM OPINION AND ORDE R?

The procedural history in this case is needlessly complic&iahtiff Domain Protection,
LLC filed a Motion for Preliminary Injunction (Dkt. #54), seeking to stop Defendaat\8asp,
LLC from blockingits access tdomain names in its possessidrne corresponding response and
reply were timely filed but a sueply was not. Sea Waspbsequentlfiled two motions seeking
leave to file a sureply (Dkt. #79; Dkt. #83)and one tdile additional brieing (Dkt. #120).
Domain Protection opposes these efforts, and moves to strike one ofotloes for leave
(Dkt. #817).

While the Court does not appreciate Sea Wasp’s failutartely file its briefs in the
interest of justicethe Court will considethe late-filed briefs nevertheles. The Court has thus
considered all pleadings filed in connection with the motion for preliminary ingumethich will

be granted.

! This Amended Memorandu@pinion and Ordersupersedean earlier iteration (Dkt. #191) which wasfiled on the
docket nadvertently
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BACKGROUND ?

The internet is “an electronic communications network that connects computerksetwor
and organized computer facilities around the world.Internet MERRIAM-WEBSTER
https://www.merriamwebster.com/dictionary/Internéast visited July 11, 2019) To access a
website, users must conndbieir home computeto the onehostingthe site This can be
accomplishedby typing the website’s “Internet Protocol Address” (the “IP Addressistring of
numbers that identifies the computer where the welisiteoused—into Internet Explorer or
another web browser See IP Address TECH TERMS COMPUTER DICTIONARY,
https://techterms.com/definition/ip_addrdksst visited July 11, 2019) (listing “67.43.14.98” as
an example)But IP addresssmay be difficult toremembe As a resultwebsite ownergypically
obtain an alph@&aumeric “domain name” that useran alsaype to reach theimwebsite, such as
google.com. Put simply, an “IP address,c@mparableto a ninedigit phone numbeend a
“domain name” is comparable tbe name saved on a cell phone for that number.

A party can secure the rights to use a particular domain name in one of two liveas
register a brantiew domain name with a “registratfie partyresponsible for maintaining the
registation ofdomain names Or, it can purchase an existing domain name from the party who
has registered that namealso known as the “registrant” or “registered name hold&&qyistered
name holders can earn money from their domain ndyeselling them or directing them to

placeholder sites where ads are placed and monetized.

2 This section is based on the undispufadts in the record, which may include evidence that would be proper to
consider on this motion but not at trichee Sierra Club, Lone Star Chapter v. F.D,1¥82 F.2d 545, 551 (5th Cir.
1993) ({A] district court mayssue a preliminary injunction without an evidentiary hearing wherfacts are not in
dispute. Furthermore, at the preliminary injunction stage, theeduves in the district court are less formal, and the
district court may rely on otherwise inadmidsievidence, including hearsay evidence.”) (citation omitted).



Domain Protection ighe registered name holder fover 50,000 domain names (the
“Domain Names”) Sea Wasjis theregistrar ovethose namesThis suit concerns whether Sea
Wasp is encroaching on Domain Protection’s proprietary interest in the BDdlaaies byurning
theexecutive lock on them, which prevents Domain Protection from selling the DomaigsNam
updating their registration informah. Sea Wasp insists that Domain Protection lacks any
proprietary interest in the Domain Names in light of a dispute over their owmershi

A summaryon how Domain Protection came into possession obthreain N\amesmay
be helpfulat this point. In 2014 three parties fileduitin the Northern District of Texamgainst
Jeffrey Barorand one of his companiés misappropriatingheirdomain namesThecourt found
Baron to be a vexatious litigator and, this basis, appointed a receivgne “Receiver’)over his
assets while the dispute was pendibgt. #54, Exhibit 15).The court als@lacedassets belonging
to Novo Point, LLC (“Novo Point”) and Quantec, LL{OQuantec”)(collectively, the “LLCs"),
two limited liability companiesvith ties to Baror{Dkt. #54, Exhibit 13)in the Receiver’s custody
The LLCs’ assets included the Domain Names.

On appealBaronargued that the couldcked jurisdiction to enter the receivership order,
and the Fifth Circuit agreed. This prompted thstrict court to unwind the receivershigthe
“Unwind Order”) (Dkt. #54, Exhibit 17). #setsheld in Baron’s name would lveturnedto him.
But it was not immediatelgpparentvhom toreturn the LLC5assetdo in light of adispute over
who could properly act for them\Withoutresolving thedispute, theourtdirectedthe Receiver to
returnthe Domain Names to Lisa Kathe Local Operations Manager for the Ll4.(Katz was
entrusted to manage the LE@ssets, including the Domain Names, until the dispute over control
of the LLCs was resolve(Dkt. #54, Exhibit 14 at pp.-% n.2; Dkt. #54, Exhibit 17) Baron

affiliates Mike Robertson and David McNafthe “Baron Affiliates”)tried toinducethe registrar



over the Domain Nameg$abulous.com (“Fabulous)’)nto giving them control of the Domain
Names anyway But the Receiver intervened, instructifgbuloudo handover the Domain Names
to Katz, pursuant to the Unwind Ord@kt. #54, Exhibit ). Katz then assumed control otiee
Domain Names

Katz explains thiathe LLCs had racked up substantial debt while they were under
receivershp, prompting‘creditors[to] threatefy to place the LLCs in bankruptcy for liquidatitn
(Dkt. #54, Exhibit 31 at p. 2). To prevethis, Katz assignedhe Domain Names to Domain
Protectiona company where she is also managdédre plan was for Domain Protectiaiiquidate
the Domain Names as needegay offthe LLCs’ debts (Dkt. #54, Exhibit 31 at p. But Baron
had contemporanealy filed suits in Texas and AustralzhallengingKatz's possession of the
LLCs’ assets This prompted Fabulous place an “executive lock” on the Domain Names while
these actionsvere pendirg, which prevented Domain Protection from liquidating Er@main
Namesduring the duration of the suits.

Neither suit was successf{dkt. #54, Exhibit 9; Dkt. #54, Exhibit 32 In August 2017,
after the suits had been dismissBdmain Rotection asked Fabulous testore its access to the
Domain Names Sea Wasppurchased Fabulousughly at the same timeWhile the Parties
disputewhat immediately followedthey agreethat, “[a]t least between January 28, 2018 to
February 11, 2018, there was not an ‘Executive Lock’ on the [D]Jomain [N]ar(iekt. #42 at p.
1).2> Domain Protection began managing the affairs over the Domain Names shertly laf

started by replacing Bidtellect as the advertisement revenue manager (Yeetighag Manager”)

3 Sea Wasp cites evidence suggesting that the lock might not have been rembeeGourt is skeptical of this
evidence since Domain Protection would not have been able to make certainsctmaitige Domain Names’
registration information if the lock was in place. Regardless, the Pdipelated that the lock was not in place from
January 28, 2018 to February 21, 2018, which the Fifth Circuit has repyeaeddito be binding. See Unitecbtates
v. Banks 624 F.3d 261, 264 (5th Cir. 2010) (citiblpited States v. Cantb10 F.2d 1003, 1004 (5th Cir. 1975);
Jackson v. Louisian®80 F.2d 1009, 1011 n.7 (5th Cir. 1993)) (“Evidentiary stipulations are binding parties.").



for the Domain Names on receipt a “concerning” letter from Bidtellect (Dkt. #54 at p. 10).
Bidtellect was apparently exasperated with skeées of disputesver the Domain Names and
proposed certain nemegotiable termdo continue their contractual relationship. Domain
Protection responded byterminating its contract with Bidtellect contracing with a new
Advertising Manager, and updatingpe registration information fothe Domain Names
accordingly This involved updating the Domain Names’ “nameserver records,” which ensured
that,when a usetyped a Domain Protection domain name in a web browtkeruser would be
directed toa placeholder website hosted by tieavAdvertising Manager.

By late February 2018, two or threeeks after the lock was remov@&aronfiled another
suit (the “Underlying Dispute”thallenging Katz’'s authority to transfer the Domain Nantésse
In re Payne No. 1604110 (Bankr. E.D. Tex. 2018 Domain Protection believéisatBaronfiled
this suit simplyto lock the Domain Nameadefinitely, citing correspondende that effecfrom
Baron’s attorneygseeDkt. #54, Exhibit 28). Sure enoudgbea Waspesponded byevering the
changeomain Protection had made to the Domain Namasieserver recordmd turing the
executive lock back on. Domain Protection notes that Robertson, one of the Baron Affiiates w
tried to take control of the Domain Names in violation of the Unwind Order, is now a priacipal
“key person” at Sea Wasp (Dkt. #54, Exhibit 31 at p@)3—

Domain Protectiorhas bought claims againssea Wasgor interference with contract,
civil conspiracy, conversion, and respective violations of the Texas Theft lyabditand the
Stored Communications ActDomain Protection alleges that, tuyning the lockbackon, Sea
Wasp is encroaching on its proprietary interests in the Domain Names sincwittcansfer them
or update theinameserver recordsSeaWasp, howeverjnsists that itan and must place a lock

on the Domain Names while a dispute is pendaiting its obligations as a registrar accredited



with the Internet Corporation for Assigned Names and Numbers (“ICANNCANN-registrars
mustcomply withtheRegistrar Accreditation Agreement (the “Accreditation Agreemewtijch
instructsthem tomaintain the status quo once a dispute arises (Dkt. #5dIpEX at p. 5).
According to Sea Wasp, thiseans that it cannot allow Domain Protection to trartkEeDomain
Names whilea dispute is pending. Domakrotectioncounterghat ICANN'’s dispute resolution
policy requires registrars to transfer domain names on “written or appropriate electronic

instruction from [the registrar] to take such actiori—even after a dispute has started (Dkt. #54,

Exhibit 2 at p. 5) (emphasis in original).

Domain Protectiomowseeks greliminary injunctio, claiming it will suffer“irreparable
harni if it cannot sell or monetize the Domain Namd3omain Protectiorhas $2,000 in its
accountcannot afford tgpayreneval costs foall of the Domain Nang and cannot receive emails
since the Domain Names are directed to a site hostdidbgllect—the Advertising Manager
whose contract Domain Protection had terminated.

LEGAL STANDARDS

A party seeking a preliminary injunction must establish the following elements (1)
substantial likelihood of success on the merits; (2) a substantial threat thaffghill suffer
irreparable harm if the injunction is not granted; (3) that the threatened oytmeighs any
damage that the injunction might cause the defendant; and (4) that the injunctioot wifiserve
the public interestNichols v. Alcatel USA, Inc532 F.3d 364, 372 (5th Cir. 2008). “A preliminary
injunction is an extraordinary remedy and should only be granted if the plahifts clearly
carried the burden of persuasion on all four requirements.”Nevertheless, a movant “is not
required to prove its case in full at a preliminary injunction hearifrg@d. Sav. & Loan Ins. Corp.

v. Dixon 835 F.2d 554, 558 (5th Cir. 1985) (quotidgiv. of Tex. v. Comenisch51 U.S. 390,



395 (1981)). The decision whether to grant a preliminary injunction lies within the sound
discretion of the district courtWeinberger v. RometBarcelg 456 U.S. 305, 320 (1982).
DISCUSSION
l. The Status Quo

Sea Wasp argues that the Court should deny Domain Protection’s request foniagmeli
injunction because it seeks to modify the status quo. As an initial ma#etjffs can seek a
preliminary injunctiorthatalters the status quo, even if such requests require a stronger showing.
See Justin Indus., Inc. v. Choctaw Secs.,, 9F0 F.2d 262, 268 n.7 (5th Cir. 1990) (explaining
that plaintiffs seeking such relief mishow] a clearentitlement to the relief under the facts and
the law”).

But Domain Protection is not seeking to alter the statas mpgardless The Fifth Circuit
has long held that, for purposes of a preliminary injunction, the status quo refers tosthe “la
uncontested status of the partiesteargin Const. Co. v. Parsons & Whittemore Ala. Mach. &
Servs. Corp.609 F.2d 829, 831 (5th Cir. 1980) (citifigash.Capitols Basketball @b, Inc. v.
Barry, 419 F.2d 472, 476 (9th Cir. 1969))The Fifth Circuit's decision ihake Charles Diesel,
Inc. v. Gen Motors Corp.is illustrative. 328 F.3d 192,193-95(5th Cir. 2003). There the
defendanterminateda contract for the sale of automotive repair parts, prompting the plaintiff to
sue and move for a preliminary injunctiomhe Fifth Circuit found thathe plaintiff's attempt to
nullify the contract termination did not amount to a change in the gfatudd. at 196. Thd-ifth

Circuit reasoned thatby issuing the preliminary injunction, the district cowas merely

4 See also Boe v. Pilot Freight Carriers, In¢.515 F.2d 1185, 1194 (5th Cir. 1974) (quotiin. Mining and Mfg.
Co. v. Meter385 F.2d 265, 273 (8th Cir. 1967)We agree with the Eighth Circuit that tetusgquoto be preserved

‘is thelastuncontestedtatuswhich preceded the pending controversy.Canal Auth. of State of Fla. v. Callaway
489 F.2d 567, 576 (5th Cir. 1974) (“If the currently existing status quo itselfissngpone of the parties irreparable
injury, it is necessary to alter the situatiorasao prevent the injury, either by returning to the last uncontested stat
qguo between the parties, by the issuance of a mandatory injunctignabowing the parties to take proposed action
that the court finds will minimize the irreparable injury.”) (citatiomsitbed).



maintaining the status quethe continuation of the contractld. That is, the Fifth Circuit
recognizedhe last uncontested statustioé parties’ relations leading up to the ssthe status
qguo. See id.

Domain Protection seeks to maintain the last uncontested status leading up to tkee disput
here The Partiesgreethat: (1) the Domain Names were subject to an executivenbit& the
suits in Texas and Australia were pendif®t) the executive lock was removied a (short) period
after these suits were dismissed, which allowed Domain Protection to make ceatages to the
Domain Names’ nhameserver recgr(® Sea Waspeversed the changes and platterdlock back
on after theBankruptcyCourt action was initiated; and (4) Domain Protection respondétifxy
this suit and motion. The last uncontested status, then, is the period in which no lock had been
placed on th®omain Names. Because Domain Protection is not attempting to modify the “status
qguo,” the Court will not apply the stricter standard applicabhedtions for preliminary injunction
seeking to do so.

Il. Substantial Likelihood of Success

A plaintiff seeking apreliminary injunction must present a prima facie case of his
substantial likelihood to succeed on the merifealth Scis., LLC v. Vascular Health Sgigl0
F.3d 579, 582 (5th Cir. 2013) (citinkanvey v. Alguire647 F.3d 585, 5986 (5th Cir. 2011)
This does not require the plaintiff to establitshentittement to summary judgme®ee Byrum v.
Landreth 566 F.3d 442, 446 (5th Cir. 2009). The plaintiff, insteadst only“present a prima

facie casg Daniels Health 710 F.3dat 582.



Domain Protection has met this standard as to its claim for violation of the Texas Theft
Liability Act (the “TTLA”).> The TTLA provides a civil cause of action for theft, as defined by
the Texas Penal Ced TEx. Civ. PRAC. & REM. CODE 88 134.002134003. A plaintiff establishes
a TTLA claim by showing that

(1) the plaintiff had a possessory right to property or was the provider of services;

(2) the defendant unlawfully appropriated property or unlawfully obtained services in
violation of certain sections of the Penal Code; and

(3) the plaintiff sustained damages as a result of the theft.
In re Minardi, 536 B.R. 171, 186 (Bankr. E.D. Tex. 2015) (citikgllogiz, Inc. v. Accenture, LI.P
788 F.Supp.2d 523, 542 (S.D. Tex. 2011). Sea Wasp has not argued that Domain Protection has
not suffered damages due to the executive lock, nor could it seriously &@sanfraat Part Il
(discussing the irreparable harm Domain Protection suffers due to the lock). aSpaiWgtead,
argues thafl) Domain Protection cannot prove that it has a protected proprietary intetiest
Domain Names and, even if it colddd(2) Sea Wasplid not appropriate the Domain Names by
locking them. The Cours not convinced.
a. Domain Protection’s Proprietary Interest in the Domain Names

Texas courts have long held tlegparty may bring & TLA claim against another based
merelyon itspossessiomver the property in questionAfter all, Texas theflaws are meant to
“protect all ownership interests in propertyand not simply full ownershipFreeman v. State

707 S.W.2d 597, 603 (Tex. App:San Antoniol986 (en banc)“The issue of ‘ownership’ goes

5 Each of Domain Protection’s causes of action are based on the premise that Shas/¢éaspoached on its interest
in the Domain Names. As a result, Domain Protection may also be giaistdikely to succeed on those claims on
the same basis. But the Court does not need to decide whethethhisdse See Planned Parenthood Gulf Coast,
Inc. v. Kliebert 141 F.Supp.3d 604, 636 (M.D. La. 2015) (citfBgl Scouts of Manitou Council, Inc. v. Girl Scouts
of United States of Aenica, 549 F.3d 1079, 1096 (7th Cir. 2008)) (“If Plaintiffs satisfy the elemeaeded to show
a substantial likelihood of success on the Individual Plaintiffs’ Sectt®6()(23) claim only, so long as the other
factors are met, a preliminary injunctignappropriate.”).



to the scope of the property interest protected by the law and is intended to pratecieaship
interests in property from criminal behavior. When there are equal competssessornnterests

in property allegedly stolen, we believe that the key to answering the questrbitbfperson has
the greater right to possession of the property is ahthe time of the commission of the
offensehad the greater right to possession of the property.”) (emphasis in original)

Sea Waspinsists otherwise It notes that, when defining theft, the Penal Code makes
multiple references to the “owner of the propertys&elex. PENAL CODE § 31.03. According to
Sea Wasp, this means that the Penal Code only prabectsghts of full owners.The Court
disagrees The Texas Penal Codgpressly applies to a range of proprietary interests, from “title”
to “nonpossessory3eeTeX. PENAL CODE § 31.01(4) (explaininghat “appropriate” refers to the
“transfer or purported transfer of title o other nonpossessory interespiroperty,” among other
things). Domain Protectiothusneeds to shownly that it “owns”someproprietary interest in the
Domain Nameandthat Sea Wasp is appropriatitigat nterest See Manning v. Staté8 S.W.3d
697, 698 (Tex. Crim. App-—Corpus Christi 200(et. ref'd (citing Easton v. Stateb33 S.W.2d
33, 35 (Tex. Crim. Appl1976))(“The State can prove ownership in three ways: (1) by showing
title, (2) by proving possession, or (3) by showing that the alleged owner haatar gight to
possessiothanthe defendant.”)

Domain Protectionplainly, has some proprietary interest in the Domain NamaAs
explained,a different courthad previouslyappointed a receivasver Baron’s assetnd those
belonging to LLG with ties to him When it came time to unwind the receivership, cdbert
directedthe LLCs’ asset$o be returned to Katz as the Local Operations Manager for the LLCs.
Katz thenassignedhe Domain Name®tDomain Protection This make€Domain Protection the

party in possession of the Domain Names.

10



Sea Wasp notes thidiere has beefand continues to bédjigation overthe ownership of

the Domain Nam&that it believeDomain Protection should lose—its professed neutrality in the
Underlying Dispute apparently notwithstanding. Sea Waagpes that Katz was merely holding
the Domain Namem some nominal capacity for the LLCs and lacked authority to transfer them.
The Court disagrees. The Northérstrict of Texas makes clear that, while disputes over their
control were pending, Katz had the “authority to manage the LLCs and thes” 8t #54,
Exhibit 14 at p. 5}—not that Katz was holding the Domain Names nomindtljollows that Katz
could dispose of the Domain Names. After afitities are necessarily run by individuals serving
as their agentsSee Fields v. Statélo. 11-07-00095-CR, 2008 WL 4356367, at *1 (Tex. App.—
Eastland 2008no pet) (citing Johnson v. State606 S.W.2d 894, 895 (Tex. Crim. App. 1980);
Manning 68 S.W.3d at 698) (“A person acting on behalf of a corporation, with managerial
authority and responsibility over its goods, is the effective owner.”). And the uretispuitience
reflects that Katz transfieed the Domain Names in her capacity as an agent for the LLCs’ here.
In a sworn statemenratz explainsthat she transferred the nantegay offthe LLCs’creditors

Additionally, despite all of the litigation concerning the Domain NarBes, Wasp hasot
identified a single order findintpatthe Northern District was wrong to return the Domain Names
to Katz or thatkatz was wrong to transfer the Domain Names to Domain Protection. And it is
surely not the Court’s place decidethe outcome dthislitigation. See United StatesTex.Tech.
Univ., 171 F.3d 279, 286 (5th Cir. 1999) (discussing “the-esiablished principle that the federal
courts may not issue advisory opinionsUntil a courtfinds otherwise, the Court must presume
thatthe Northern District properly returned the names to kste,Cocke, for Use of Commercial
Bank of Commerce v. Halsedl U.S. 71, 87 (1842) (explaining that orders are binding until they

are overturned), and thBiomain Protectin’s possessiorsilawful, see CLIFFORD S. FISHMAN &

11



ANNE T. MCKENNA, 2 JONES ONEVIDENCE § 10:18 (7th ed. 2019) (citinBeiter v. Coastal States
Gas Producing C.382 S.W.2d 243, 252 (Tex. 1964), among other cases) (“A person in
possession of property is presumed to lawfully possess it.”).

Domain Protection hasade a prima facie showing of its proprietatgresin the Domain
Names for these reasons

b. Sea Wasp’s Appropriation

The question, then, is whether Sea Wasp appropriated the Domain Names in violation of
Texas’ theft laws. In Texas, a party commits “theft™bmlawfully appropriat[ing]property with
intent to deprive the owner of property. TEX. PENAL CODE 8§ 31.05. A party unlawfully
appropriateproperty by transferring, acquiring, or exercising control over the psopeithout
the owner’s effective consentld. 8§ 31.01, 31.03.

Sea Wasp cannot credibly argue that it placed the executive lock back on the Domain
Names with Domain Protectitsnconsenf Sea Wasp, instead, argues thabuld not appropriate
the Domain Names sincevitasauthorized tdock the Domain Namewhile underlying disputes
overtheir ownership are litigatedSee Bailey v Stat885 S.W.2d 193, 1999 (Tex. AppDallas
1994 pet. ref'd (explaining that “intangible property such as a bank balance can be appropriated
by the exercise of control over that propertyThe Court disagrees.

Section 3.8 of the Accreditation Agreement requires all regigtvamsorporate ICANNs
Uniform Domain Name Dispute Resolution Policy (“UDRP”) into their registnatigreements
with domairname registrast(Dkt. #54, ExhibiB at p. 12). This means that the UDRP governs

both the registrar’s and the registrant’s rights “in connection with a disptyte&n [domaimame

8 The recordeflectsthat Domain Protectionasked SeaWaspto remoe the lack and that Sea Wasp refused.

12



registrants] and any party other than . . . the registrar . . . over the resolutiore afidmisnternet
domain name registered by [the registrant|Dkt. #54, Exhibit 2 at p. 1).
Sea Wasp notes that, under the UDRP, registrars are retpiijed aintain the[s]tatus
[gJuo” once a dispute arises (Dkt. #54 hibit 2 at p. 5). According to Sea Wasp, thigans that
it can and must place a lock on the Domain Names to ensure that the Domain Namég are ful
intact once the ownership dispute is resolvBdt Sea Wasp’snterpretation is not supported by
the UDRP’s terms. The UDRP makes clear,taile a dispute is ongoing, will cancel, transfer
or otherwise make changes to domain name registrations” on “receipttigver appropriate

electronicinstructions from you or your authorized agent” a court order or an administrative

decision (Dkt. #54, Exhibit 2 at pp. 2) (emphasis in original). The UDRP adds that, to “[in]ainta
the [s]tatus [q]uo,” it “will not cancel, transfer, activate, deadtiyor otherwise change the status
of any domain name registration under this Policy” for any other reason.
(Dkt. #54, Exhibit 2 at p. 5).These provisionglainly preserve théstatus qud by providing
partieschallenging the ownership of a domain nailm&t the registrar will not limit the registered
name holder’s control over the domain names while a suit is penldirigct, the UDRP appears

to limit theregistered name holderght to access and control over the domain names it holds in
one way: the registered name holdwrrst ensure that whomever it transfers the domain names to
will agree, in writing, to comply witlany orderresolvingan ongoingdispute over the domain
names Dkt. #54, Exhibit2 at p. 5. Domain Protection is theegisterechame holdeim this case
andhas asked Sea Wadyy emailto unlock the Domain Names so that it ni@nsfer thddomain
Names, maketherchanges tdheir registrationnformation or both. The UDRP requires Sea
Wasp to comply with Domain Protection’s wisheassuming, of course, thahy domain name

recipientagres to comply with the Court order resolving this dispute.

13



Sea Wasjis unconvinced.It argueshatDomain Protection cannot file this suit since the
UDRP states that regesed name holders are not to “name [a registrar] as a party or otherwise
include fegistrar$’ in “any dispute between [the registered name holder] anthifd party]”
(Dkt. #54, Exhibit 2 at p. 5). The Couisagrees.Domain Protection isuing Sea Wasp for its
failure to comply with the UDR—not joining Sea Waspn a suit against Baron or others who
claim ownership over the Domain NameAdditionally, the only apparent remedy the UDRP
provides for the decision to involve a registrar in a dispute is to allow gistree to assert any
appropriate defenses it has to the claims in question. (Dkt. #54, Exhibit 2 at p. 5).

Sea Waspmotes hat, under ICANN’s InteRegistrar Transfer Policy, the “Registrar of
Record may deny a transfer request” when there is a “[rleasonable dispute adentibyeof the
Registered Name Holder or Administrative Conta¢Dkt. #54, Exhibit 22 at p. 4) (emphasis in
original). According to Sea Wasfhis Policy allows it to place an executive lock on the Domain
Names—presumablybecausesuch a lock prevents Domain Protection from transferring the
Domain Names to another registfaBut adispute over whether Domain Protection isrigatful
ownerof the Domain Namesgloes not constituta disputeover “theidentity of the Registered
Name Holder” (Dkt. 84, Exhibit 22 at p. 4) (emphasis in original). This is evident from ICANN'’s
instruction that, in such a dispute, tiegistrar “may request ID documentsSeelCANN, ABOUT
ID REQUIREMENTS https://www.icann.org/resources/pages/id-2013-0=03last visited July 8,
2019). This is not a dispute over “tigentity’ of the Registered Name holder as a result.

Sea Wasp’s interpretation tife InterRegistrar Transfer Polic too broad, regardless.
This policy allows the Registrar to prevent Domain Protection from transferring the Domain

Names to another Registrahen applicable It does not allow the Registrar to place an executive

7 Sea Wasp does not explain why a policy on “iméggistrar transfer” allows it to place an executive lock on the
Domain Names.
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lock on the Domain Names, whigirevens the registrant from makingny changs to the
registration information associated with the Domain Names. After all, therettegg tess
restrictive ways to prevent domain narfresn being transferred from one registrar to anotihan

an executive lock-such as by denying an intexgistrar transfer or imposirey“registrar lock
(Dkt. #60 at p. 16) As Sea Wasgxplains, a registrar lock “merely prevents domain names from
being transferred to another registrar” without an executive lock’s othéctiess (Dkt. #60 at

p. 16). In short, if ICANN intended to require registrarplacce an executive lock on a domain
name while an ownership dispute was ongoing, it would have @aifle®, e.g., GoForEntm',
LLC v. DigiMedia.com L.R.750 F.Supp.2d 712, 738 n.20 (N.D. Tex. 2010) (discussing a
provision allowing a registrar to, “at its sole discretion, suspend [the cu&patality to use [its]
domain name or to make modifications to [its] registration records” oncedisérae “is notified
that a complaint has been filed with a judicial or administrative body regardintpriuerss]
domain name”).ICANN does just thain other contextsICANN providesthat a lock should be
placed on a domain name in the course of certaputis—such as when elaim is filed with
ICANN'’s Uniform Rapid Suspension Systdgthe URS”)® See, e.g.JCANN, URSPROCEDURE

at p. 7,available at https://newgtlds.icann.org/en/applicants/(lsst visited July 11, 2019)
(explaining thatonce a URS complaint is filed, the registrar is to lock the domain naiG&s)lIN
clearly“knew how to state clearly” when a lock should be impas®sdi chose not to require one
every time a dispute over a domain name ariSegEl Paso Field Servs., L.P. v. MasTec N. Am.,

Inc., 389 S.W.3d 802, 811 (Tex. 2012) (“[T]hose other contract provisions support our reading of

8 The URS is‘a lower-cost, faster path to relief [ICANN makes available] for . . . etedrcases of infringement
caused by domain name registrations,” ICANKBOUT UNIFORM RAPID SUSPENSION SYSTEM (URS),
https://www.icann.org/resources/pages/204310-31-en (last visited July 11, 2019)
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the contract because they show that the parties knew how to state clearlyonteernisks were
not to be assumed by MasTec.”).

Sea Wap also argues in its surreply thatannot be liable since it has placed an executive
lock on the Domain Names in good faithh presumably raises thimint to show that it lacked the
intent to deprive necessary to commit “theft” under Texas [&@x. PENAL CoDE § 31.05° But
Sea Wasp has waived this argument for two reasons. First, there is no reasbooutd/not
have been raiseithis new argumenn Sea Wasp'sfkesponse See BHL Boresight, Inc. v. Geo
Streering Sols, In¢c4:15cv-00627, 2017 WL 3634215, at *2 (S.D. Tex. Aug.24, 2017) (quoting
Branch v. CEMEX, In¢.No. H11-1953, 2012 WL 2357280, at 9 (S.D. Tex. Apr. 28, 2015)

(explaining that surreplies are “limited to addressing only new argumesési far the firstime

by the opposing party in their reply briefing and not included in the original motiddy’ raising

this argument in its latBled surreply, for the first time, Domain Protection has not been able to
respondwhich would make it unfair for the Court to consider né@&ee TCGC IP Holdings, LLC

v. Graves GolAcademyNo. 3:10ev-0055-L, 2010 WL 2671302, at *2 (N.D. Tex. July 1, 2010)
(citing Spring Indus., Inc. v. American Motorists In$37 F.R.D. 238, 239 (N.D. Tex. 1991))
(“The court declines to consider new arguments and evidence filed for thiénfiesin a reply
when there is no chance for the [opposing party] to respon8€gond as notedsee supranote

9, Sea Wasp didot tailorthis argumento Domain Protection’s TTLA claiminstead, citing two
casen conversiorclaims, without further explanatiorséeDkt. #80 at pp. 5-6) Any attempt to

argue that good faith precludes a TTLA claim is inadequately briefed as & r@&silAudler v.

CBC Innovis InG.519 F.3d 239, 255 (5th Cir. 2008) (quoti@gstro v. McCord259 F. App’x

9 Sea Wasp does not explain why its good faith matters in the context offacldim.
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664, 665 (5th Cir. 2007)) (“A party ‘waives an issue if he failadequatelyorief it.””) (emphasis
added).

Sea Wasp’s good faith “argument” would fail even if it were properlgreghe Courand
even assuming that good faith is a defettsa TTLA claim'® This is because, when raising this
argument, Sea Wasp fails to cite to any evidence in the (extensive) recordngtleatiit, in fact,
acted in good faithSee United States v. Dunk@R7 F.2d 955, 956 (7th Cir. 1991) (“Judges are
not like pigs, hunting for truffles buried in briefs.”). This is especialbppgmatic sinc¢he record
includes evidence suggestiatherwise. This includes evidenitat (1) a Baron Affiliate who
tried to induce Fabulous into giving him the Domain Names in violation of the Unwind Order is
now a principal or “key person” at Sea Wasp (Dkt. #54, Exhibit 31 at pp. 3—4); and (2) Baron has
used “multiple persons and entities” to perpetuate wrongdoing peitg Dkt. #54, Exhibit 18 at
p.1n.2).

Because Sea Wasp does not challddgmain Protection’s likelihood of success any
other grounds, thereby waiving these arguments, Domain Protectioshtva®s a substantial
likelihood of successn its claimst! See Audler.519 F.3cht255 (5th Cir. 2008) (quotinGastrqg
259 F. Appk at665) (“A party ‘waives an issue if he fails to adequately brief it.”).

[l Substantial Threat of Irreparable Harm

The Court musthereforedetermine whether Domain Protection will likely suffer a

substantial threat of irreparable harm if the motion is not graftee.‘central inquiry in deciding

whether there is a substantial threat of irreparable harm is whether théfglamary could be

0 The Court has no opinion on whether good faith is a defense to a TTLA ah@ietlss issue has not been briefed
by the Parties.

11 The Court appreciates that Sea Wasp raises other arguments challengingttheferinain Protection’s claims
in other briefs, such as its Response to Domain Protection’s Motion fan&yndudgment. The Court will address
those arguments in those nwts since they are properly raised there.
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compensated by money damageallied Mktg. Grp., Inc. v. CDL Mktg., Inc878 F.2d 806, 810
n.1 (5th Cir. 1989) (citingCity of Meridian v. Algeron Blair, In¢.721 F.2d 525, 529 (5th Cir.
1983)). Although economic harms are usually recoverdfikejg not the case “when the nature
of those rights makes ‘establishment of the dollar value of the loss . . . especfailytdif
speculative” 1d. at 810 n.1 (5th Cir. 1989) (quotimgiss.Power & Light 760 F.2d 618, 630 n.12
(5th Cir. 1985)). Tiese economic harms ctrereforeamount to irreparable injurgee id.

The record reflects that, while an executive lock is on the Domain Names, Domain
Protection is not permitted to change nggistrationrecords, transfer the Domain Names, or
otherwise monetize the names. This is likely to cause irreparable injuryraiD@rotectiorior
(at least threereasong?

Firstt Domain Protection notes that the lock prevents them updating the registration
information affiliated with the Domain Names to reflect that it is no longer working witielBidt.

This means that, even though Domain Protection has contracted with a new Advietdisage

its Domain Names and the emailSilated with the Domain Names are being directed to
Bidtellect's sites. Accordingly, unless the lock is removed, Domain Protecthagess to its
traffic data and emails turn entirely on Bidtellea partywith whom it terminated a contractual
relationshipafter a dispute over nemegotiable termsThis means that, until the lock is removed,
Domain Protection lacks access to any emails it has received, inchudimgs®pportunities that
may betime-sensitive®®

Second, Domain Protectionigability to transfer the Domain Names causes economic

harms that are essentially impossible to calculate. This is due to the unique foradoghain

2 Domain Protection raises other arguments as to why it will suffggarable injury. While these arguments may
be valid, the Court does not need to address them.
13 The Court assumes that this assertion isszbsince Sea Wasp has not challenged it.
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names. Although there are countless domain names a customeegater orpurchase, &h
individual domainnameis marketable to a small subset of potential cliefAtsose whom believe
that the name reflects their brand or the products and services they piewedingly, whena
would-be customepurchassa domain nam&om aDomain Protectiocompetitor, that customer

is likely lost foreverand might not be easily replacedrhis makes itvery difficult, if not
impossible, to determine how madgmain names Domain Protection could not sell while the
lock was in place SeeAllied Mktg, 878 F.2dat 810 (quotingState ofTex.v. Seatrain Int,
S.A.518 F.2d 175, 179 (5th Cir.1975f¢xplaining that & finding of irreparable harm is
appropriate even where economic rights are involvieen the nature of those rights makes
‘establishment of the dollar value of the lossespecially difficult or speculativé).

Third, Domain Protectiopresently s $2000 in its account. And, although Domain
Protection has other funds that Sea Wadgdand has agreed to use to renew some domain nhames,
these funds are insufficient to cover tieaewalcost for all of them. This means that, unless the
lock is lifted, Domain Protection will lose the rights to unique domain namexpiration.

Sea Waspdoes not challenge these assertions. It, instead, questisiber Domain
Protectionwill face imminent irreparable han since Domain Protectiocould have sought a
motion for preliminary injunctiomthe first time the Domain Names were locked but did not do so
The Court is unpersuade®omain Protectios claimsof irreparable harm are based on facts that
are truenow, whichwere not necessarily true while the first set of dispwegongoing. Domain
Protectionstates for instance, that mowhas $2,000 in its account and lacks the funds to renew
all the domain names

Sea Wasp alsquestions whyDomain Protectiordid notand has noaskedICANN to

resolve this disputeithout filing suit But the Court fails to see how the forum in which Domain
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Protection seeks relief is relevant to its position that it will suffer irrepatzdoie without a
preliminary injunction After all, Domain Protection seeks monetary damalgasICANN might
not be able to awardlhe complex nature of this caaled the need for a quick resolution of these
claimsmay alsamakefederal court a better foruta hear thiglispute This is especially trueere
in light of this District’'s “history of timely and efficient resolution of casedridle v. Union
Pacific R. Co.No. 9:07CV213, 2008 WL 4722854, at *1 (E.D. Tex. Oct. 15, 2008).

In sum, Domain Protectidmas establishetthat it will likely suffer irreparable harm.

V. Balance of Threatened Hardships

The Court will thus proceed to the next question: whether the irreparable harmsmDoma
Protection faces without an injunction are outweighed by those imposed on Sea Wasig if one
entered Sea Waspelieveshey are citingtheliability it may face if it unlocks the Domain Names
without a Court Ordet* The Court is perplexed by thimsition By granting the Motion for
Preliminary Injunction, the Court is providing Sea Wasth the Order it requestsSea Wasp’s
concerns about its liability appears overblown, regardless. Sea Wasp h@asdjaiar has the
Courtlocated a single case in thiSircuit in which a registrar is found liable for following its
obligations under ICANN. To the contratiie few court&ncountering this issuecognizethat
a registrar may refuse “to disable [a] domain name and website” duringuedizetween the
registrant and third parties without facing legal liabilitee e.g.,Petroliam Nasiongl897 F.
Supp.2d at 86%72 (granting summary judgment for registrar on all claims asserted tigj&ins
a third party in a dispute with a registrant over whether the domain name infringesl on it

trademarks).

14 Sea Wasp's efforts to avoid being involved in litigation appears to lmlesl fanyway—as evidenced by the
countless motions both parties have filed in this case. The Court eethnBarties of their obligatid'to secure the
judge, speedy, and inexpensive determination of every action and proced@ingR. Civ. P.1 (explaining that this
obligation is imposed on “the cowhd the parti€§ (emphasis added).
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Since Sea Wasp has not raised any other reason why it will suffer harnmjifiaction is

issued, the Court cannot find that the balance of threatened Waigisin Sea Wasp’s favor.
V. Disservice to the Public

This motion thus turns on one question: whether removing the executive lock would
disservice the public. Sea Wasp notes that, if the lock is removed, Domairié&natexy sell the
Domain Names and preveBaronfrom claiming them ifhe prevails inthe Underlying Dispute
But there are avenues Baroray pursue to protect this interest that do not involve Sea Wasp’s
interference—such as a motion for preliminary injunction in the court where the ownership dispute
is being heard® See, e.g., Chanel, Inc.R'ships.& Unincorporated Ass’n Identified in Schedule
A, No. H12-2085, 2012 WL 3756287, at *3 (S.D. Tex. 2012) (granting a preliminary injunction
in a trademark infringement dispute between the owner of the trademark amahéreobdomain
names alleged to have infringed the trademark that involved locking the domain names$hauri
pendency of the suit)Additionally, Domain Protection is permitted to transfer the Domain Names
only to parties that contractually agree to abide by any court orders concerningnrstop of
the domains. If there are parties that are willing to subject themselvegsitkitiat a court could
find their ownership null and void, the UDR®events Se&Vasp from interferingvith those
transactions

Sea Waspcontendsthat, because ICANN has internal procedutes allow Domain
Protection to challenge the lock, it would be in the public interest for the Court taaé¢fese
procedures. But Sea Wadpesnot cite a single provisiothatrequiresDomain Protection to use
those proceduresor eventhat ICANN believes that its internal procedures are preferable te court

litigated disputesin fact, ICANN requires only certain trademark disputes to be litigated through

15 The Court has no opinion on whether a couctrfg that question should grant or deny a motion for temporary
restraining order or preliminary injunction.
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ICANN’s mandatory administrative proceedingséDkt. #54, Exhibit2 at p. 1). The Courthus
cannot concludéhat Domain Protection’s decision to file a lawsnit federal court, rather than
another forum of its choosing, somehmmaplicates public policy.
VI. No Security Necessary

The onlyremainingssue then, is the amount Domain Protection should proasdsecurity
to support its requested injunction. Under Rule 65, the party seeking a prelimjaaction must
“give[] security in an amount that the court considers proper to pay the costs amg@gsaostained
by any party found to have been wrongfully enjoined or restrainedd. R. Civ. P. 65(c). The
Fifth Circuit has held that the security amount imposed is a discretionagndathat the “proper”
amount of security malye zero See Corrigan Dispatch Co. v. Casa Guzman,, 589 F.2d 300,
30203 (5th Cir. 1978) (citingnt’l Controls Corp. v.Vesco 490 F.2d 1334, 1356 (2d Cir. 1974),
cert. denied417 U.S. 932 (1974)) (“The amount of security required is a matter for the discretion
of the trial court; it may elect to require no security at allDpmain Protection argues, and Sea
Wasp does not dispute, that zero is the appropriate amount here. The Court agreesomside fr
concermabout the potential liability that may resiifilit unlocks the Domain Name without a Court
Order, which will be moot once th@rder is entered, Sea Wasp hasprotvided evidence that it
will suffer anyharmonce the lock is removed&ee Int’l Controls490 F.2d at 1356 (“[T]he district
court may dispense with security where there has been no proof of likelihood of harm toythe par
enjoined.”). Waiving the security requirement is especially appropriate here in lighbtmiain
Protectiors limited finances Again, Domain Protection has just $2000 in its account. The Court

will not order Domain Protection to provide securityder these circumstances
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CONCLUSION

For these reasons, Defendant Sea Wasp, LLC’s Motions to Fil&eply (Dkt. #79;
Dkt. #83) and to file Supplement (Dkt. #120) &@RANTED;

Plaintiff Domain ProtectionLLC’s Motion to Strike SuReply (Dkt. #81) iDENIED;
and

Domain Protection’s Motion for Preliminary Injunction (Dkt. #54 GRANTED as
described herein.

Accordingly, Sea Wasjis ENJOINED from interfering with Domain Protection’s control
overthe Domain Namesncludingits ability to update the nameserver recoadsociated with the
Domain Nameg®

Sea Wasgs DIRECTED to immediately undo all changes it made without Domain
Protection, LLC’s permission to the Domain Names’ nameserver records; and

The CourtWAIVES the requirement for Domain Protection to provide security in support
of the injunction granted in this Order, which will remain in effect waititlaims are resolved

IT IS SO ORDERED.
SIGNED this 17th day of July, 2019.

AMOS L. MAZZANT
UNITED STATES DISTRICT JUDGE

16 Sea Wasp may, of course, exercise any control over the Domain Namesptiogiteis under the UDRP and not
inconsistent with this Ordersuch as byequiring any party who is assigned the Domain Names to comply with any
applicable court order concerning their ownership and dispo¢gtembDkt. #54, Exhibit 2 at p. 5).
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