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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

UIRC-GSAHoldingsInc.,

)
)
Plaintiff, ) CaseNo. 15-CVv-9518
)
V. ) Hon Amy St.Eve
)
William Blair & Company, L.L.C., )
And MichaelKalt, )
)
)
Defendants. )

MEMORANDUM OPINION AND ORDER

AMY J. ST. EVE, District Court Judge:

On October 11, 2016, Plaintiff UIRC-GSA Hmngs, Inc. (“*JCI”) brought the present
Complaint against Defendants William Blair & Company (“Blair”) and Michael Kalt,
collectively, “Defendard,” alleging copyright infringemen violation of 17 U.S.C. § 104t
seq and professional negligence. Both Blair andt ik@oved to dismiss Plaintiff's Complaint for
failure to state a claim pursuant to Federal Rdil€ivil Procedure 12(}§6). For the following
reasons, the Court denies Blairhotion to dismiss and grants Kalt's motion to dismiss without
prejudice.

BACKGROUND

Plaintiff is a Delaware Limited Liability Congmy located in Chicago, Illinois that is in
the business of acquiring and ogéng properties leased to the U.S. General Services
Administration (“GSA”) to be financed by tisale of bonds through issibsidiaries. (R. 62,
Third Am. Compl. § 2.) DefendaBiair is a Delaware Limited lkibility Company registered to

do business in lllinois and with an office in Illinoidd.(1 3.) Blair was Plaintiff's investment
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banker and placement agent in connection wigdniff's bond offering, the proceeds of which
were used to acquire a portfobbreal estate propertiesld({ 6.) Kalt is anllinois citizen and
was Plaintiff's relationsip manager at Blair.ld. 1 6, 35.)

Plaintiff alleges that in order to successfutiarket a bond portfolio to provide the funds
to acquire properties leased to the GSA,rfifhicreated and used a series of documents,
including a Preliminary Prate Placement Memorandum (“PPPM 1V”), a Final Private
Placement Memorandum (“FPPM 1V”), and axdénture of Trust (hdenture IV”). (d. 119,

18, 26.) Plaintiff provided the PPPM IV, FPRAWM, and Indenture IV to Defendant, and
Defendant distributed it to pential investors to markéhe proposed bond offeringld( { 10,

19, 27.) Plaintiff, in compliance with the relexaopyright laws, secured the exclusive rights
and privileges to the copght for the PPPM IV, FPPM IV, and Indenture IMd.( 10, 21, 29.)
As a result, on July 21, 2015, the U.S. CopyrigHto@fissued to Plaintiff U.S. Copyright Reg.
No. TX 8-069-779 (“799 Reg.”) entitled Preliminary Private Placement Memorandum, which
includes additional and revised text to the memorandlan § (L1.) The Copyright Office

issued to Plaintiff similar copyrights for FPAM and Indenture 1V entitled Final Private
Placement Memorandum (Copyright Reg. No. TX 8-107-571) and Indenture of Trust (Copyright
Reg. No. TX 8-107-552), both of which inckedi additional and revised textd ({1 20, 28.)
Plaintiff alleges that it is the aver of all rights, title, and intest in and to the copyrights for
PPPM IV, FPPM IV, and Indenture IVId( 11 12, 21, 29.)

Plaintiff alleges that Defendss, with full knowledge of Plaintiff’s rights, willfully
infringed on Plaintiff's copyrighby copying original pdrons of Plaintiff's copyrighted work for
use in a Confidential Placement Memorandu@RK”) in relation to a bond offering issued by

Rainer GSA Portfolio | (“Rainer”) on July 1, 2019d.(11 13-14, 22, 30.) Specifically, Plaintiff



alleges that Defendant copied almost verbdoth protected and non-protected expression of
Plaintiff's Indenture 1V in théndenture of Trust that Blair sisted Rainer in drafting for
marketing bonds Rainer used to acquire GSA leased propettie§. 3(L.) Plaintiff claims that
Defendants also distributed thdringing CPM and Indenture of Uist to potential investors in
Rainer’s bond offering. Id. 11 15, 23, 32.) Plaintiff furthelleges that Defendant Kalt was the
relationship manager for both Plaintiff's bondesing and Rainer’s offering, and engaged in
conduct that encouraged or assisted Blawjsycight infringement oPPPM IV, FPPM IV, and
Indenture IV. [d. 1 36.)
LEGAL STANDARD

“A motion to dismiss pursuant to Federall®af Civil Procedurd 2(b)(6) challenges the
viability of a complaint by arguing that itifa to state a claim upon which relief may be
granted.” Camasta v. Jos. A. Bank Clothiers, Int61 F.3d 732, 736 (7th Cir. 2014). Under
Rule 8(a)(2), a complaint must include “a shard @lain statement of the claim showing that the
pleader is entitled to relief.” Fed. R. Civ.8a)(2). The short and plain statement under Rule
8(a)(2) must “give the defendafatir notice of what the clei is and the grounds upon which it
rests.” Bell Atlantic v. Twombly550 U.S. 544, 555 (2007) (citation omitted). Under the federal
notice pleading standards, a plaintiff's “factudéghtions must be enough to raise a right to
relief above the speculative levelTwombly,550 U.S. at 555. Put differently, a “complaint
must contain sufficient factual matter, accepted as toustate a claim to relief that is plausible
on its face.” Ashcroft v. Igbal556 U.S. 662, 678 (2009) (quotifigrombly 550 U.S. at 570).
In determining the sufficiency of a complaint unttee plausibility standard, courts must “accept
all well-pleaded facts as true and draw ozeble inferences in ¢hplaintiffs’ favor.” Roberts v.

City of Chicagp817 F.3d 561, 564 (7th Cir. 2016). In ruling on a Rule 12(b)(6) motion, district



courts may also consider documents attachédet@leadings without cwerting the motion into
a motion for summary judgment, as long as theudtents are referred to in the complaint and
central to the claimsSeeGeinosky v. City of Chicag6y5 F.3d 743, 745 n. 1 (7th Cir. 2012).
ANALYSIS

Counts I-1ll—Copyright Infringement

To establish copyright infringeent, a plaintiff is requiretb prove two elements: “(1)
ownership of a valid copyright, and (2) copying of constituent elements of the work that are
original.” Muhammad-Ali v. Final Call, Inc832 F.3d 755, 760 (7th Cir. 2016grt. denied sub
nom.Final Call, Inc. v. Muhammad-AliL37 S. Ct. 681 (2017) (quotations omitted). As to the
second requirement, due to tiaeity of direct evidence afopying, “a plaintiff may prove
copying by showing that the defendant had theootunity to copy the original (often called
‘access’) and that the two works are ‘substantisiliyilar,” thus permitting an inference that the
defendant actually didopy the original.”Peters v. Wes692 F.3d 629, 633 (7th Cir. 2012ge
also Nova Design Build, Inc. v. Grace Hotels, L1662 F.3d 814, 817-18 (7th Cir. 2011). The
Court focuses on the “substantially similaspect of this requirement because it is
determinativé. The substantially similar test, alknown as the “ordinary observer” test,
requires the Court to consider “vther the accused work is so similar to the plaintiff's work that
an ordinary reasonable persoawd conclude that the defemdainlawfully appropriated the
plaintiff's protectable exm@ssion by taking material siibstance and valuelhcredible Tech.,
Inc. v. Virtual Tech., Inc400 F.3d 1007, 1011 (7th Cir. 2005) (citation omitted). The Seventh

Circuit has recently simplified the test for sulpsi@ similarity, namely, whether “the two works

! Defendants do not, at this stage, attack Plaistiffaim to ownership. Defendants, however, do not
waive their right to challenge Plaintiff’'s ownershipasfy of the copyrightable material included in the
Placement Memoranda.



share enough unigue features to gige to a breach of the dutpt to copy another’s work.”
Peters 692 F.3d at 633—-34. “The test for substsimilarity is an objective one.JCW Inv.,
Inc. v. Novelty, Inc482 F.3d 910, 916 (7th Cir. 200%).

Certain types of expression, hever, are not protectable under copyright law. It is “a
fundamental tenet of copyrightWethat the idea is ngirotected, but the original expression of
the idea is.”JCW Inv.,482 F.3d at 917. Put differentihe “Copyright Act protects the
expression of ideas, but exempts the ideas themselves from prote&eng=Tiong Ho v.
Taflove 648 F.3d 489, 497 (7th Cir. 2011) (citation omitted). As the Supreme Court has
explained:

The idea/expression dichotomy is codifegdl7 U.S.C. § 102(b): “In no case does

copyright protec[t] ... any idea, procedureyqess, system, method of operation, concept,

principle, or discovery ... describecpdained, illustrated, or embodied in [the
copyrighted] work.” “Due to this [idea/expression] distinctiongmvidea, theory, and

fact in a copyrighted work becomes inghamavailable for public exploitation at the

moment of publication”; th author’s expression alogains copyright protection.
Golan v. Holder 565 U.S. 302, 328—-29 (2012) (citation omijtetiThis limitation on copyright
protection promotes the purpose of the Copyrgtitby assuring ‘authors the right to their
original expression,’ but also by ‘encourag]irghers to build freely upon the ideas and
information conveyed by a work.”Seng-Tiong Ho648 F.3d 497 (citation omitted).

Additionally, it is well-established thabmmon words and phrases are not protected
under the Copyright ActSee Peter$92 F.3d at 635-36. In other mis, “phrases that are
‘standard, stock . . . or that necessarily follomm a common theme or setting’ may not obtain

copyright protection.”Lexmark Int’l Inc. v. Static Control Components, 1887 F.3d 522, 535

(6th Cir. 2004) (citation omitted)in line with this principle, thecenes a faireoctrine prohibits

2 Because the test for substantial similarity i®bjective test, district courts may determine copyright
infringement claims at the motion to dismiss stage of litigatitwhbs v. JohnNo. 12 C 3117, 2012 WL
5342321, at *3 (N.D. Ill. Oct. 29, 20123ff'd, 722 F.3d 1089 (7th Cir. 2013).
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copyright protection for “incides, characters or settings wh are as a practical matter
indispensable, or at least standandhe treatment of a given topiclhcredible Tech.400 F.3d
at 1012 (citation omitted). Put differently, “a copyright owner can’t prove infringement by
pointing to features of his wotkat are found in the defendantisrk as well but that are so
rudimentary, commonplace, standard, or unavoal#idt they do not serve to distinguish one
work within a class of works from anotherBucklew v. Hawkins, Ash, Baptie & Co., LL329
F.3d 923, 929 (7th Cir. 2003).

Here, Defendants do not, at least at this steg@est that the expssion in Plaintiff’s
Placement Memoranda over which Plaintiff claioapyright infringement is substantially
similar to the expression in the CPM that Blaeated for Rainer. (Def.’s Mem. in Supp. of its
Mot. to Dismiss 7.) Defendants argue, howetleat Plaintiff has failed to state a plausible
copyright infringement claim because the expassalthough similar, is comprised entirely of
(1) ideas and themes and (2) common wordspanases, none of whigk copyrightable, and
when those unprotectable elements are exclutedctionable substantial similarity exists
between the memoranda at issue. Specificallfe@ants contend thatdlsimilar expression in
the two memoranda includes the following: “thegeal description of the type of GSA revenue

bonds,” “the application of poeeds generated by the GSA revehards,” “the particular terms

governing the issuance and redemption oAGSs/enue bonds,” “terminology and definitions
pertaining to GSA revenue bonds,” and the “mammevhich proceeds from the GSA leases are
applied or paid out.” I(l. 7-8.) Defendants argue that teigression conveys general ideas and

themes and common words and phrases, all afhwdre necessary components of the type of

GSA revenue bond offered in both memoranda aedhars not protectablender copyright law.



(Id.) Essentially, Defendants argtinat Plaintiff is attempting ttuse its copyright registrations
to claim monopoly over the entire concepGHA revenue bonds and their usaged. 9.)

Despite Defendants’ argumentisey can point to no cas@aw in which courts have
analyzed bond documents oethond market and found that the expression contained in bond
documents is not copyrightable or protectabbtefact, as Plaintiff nas, courts that have
analyzed similar bond offering documents hawenid that they were in fact protectable under
copyright law. InMerritt Forbes & Co. Inc. v. Newman Inv. Sec., )64 F. Supp. 943, 946—
47 (S.D.N.Y. 1985), for example, the plaintifid defendant both weumderwriters of
municipal bonds, which were offered to investeia disclosure documents, such as offering
memoranda. The plaintiff developed a bond proginvolving long-term tax-exempt bonds that
included an option for the holder tender the bond back to the seleior to its stated maturity.
Id. at 947. The plaintiff, beliemp its bond program was uniquetite bond market, registered a
copyright over the documentéfering this bond programid. When the defendant offered a
similar bond program to investors, thaipkiff sued for copyright infringementd. at 948. The
defendant moved to dismiss and for summadgment claiming thathe plaintiff’'s bond
program was not copyrightaltbecause all bond docuntsrifollow a similar form and contain
similar language by virtue of legal disclosurgugements, use of boildgie and standardized
language, and industry consensus” and becdlaseirzg the plaintiff copyight protection would
give it “monopoly on the idea behind the borfkong, because the program . . . can only be
expressed” in limited waydd. at 949, 952. The court rejected the defendant’s argument and
found that genuine issues of ntaéfact existed as to wheththe concepts conveyed in the
plaintiff's bond documents wewiginal and copyrightableld. at 953. The court refused to

find, even after considering affidavits fromawond industry professiolsaarguing that the



language in the bond documents was standaichat copyrightable, that bond documents were
not subject to copyright prettion as a matter of lawd. at 952-53.

Other courts analyzing similar financial, cadtual, or legal documents have also been
unwilling to find that the documents amet copyrightable or protectabl&ee, e.gMid Am.

Title Co. v. Kirk 991 F.2d 417, 421-23 (7th Cir. 1993) (ouening dismissal of infringement
claim because question of whether title catmmnt document was copyrightable was more
“properly addressed at tiseammary judgment stage’iftomeowner Options for Mass. Elders,
Inc. v. Brookline Bancorp, Inc754 F. Supp. 2d 201, 209 (D. Mass. 2010) (denying motion for
summary judgment andniding that mortgage forms were copyrightabk&pgsbury Int’l, Ltd. v.
Trade The News, IndNo. 08 C 3110, 2008 WL 4853615, at(M.D. Ill. Oct. 28, 2008)

(denying motion to dismiss infringement claim besmit could not determine whether plaintiff's
business index was unprotectable expogsat the motion to dismiss stageéjjoenix Renovation
Corp. v. Rodriguez39 F. Supp. 2d 510, 516-17 (E.D. Va. 2006) (finding at summary judgment
stage that expression in custemeontract was not boilerpladéad thus was copyrightabléym.
Family Life Ins. Co. o€olumbus v. Assurant, IndJo. 1:05-CV-1462-BBM, 2006 WL

4017651, at *6—8 (N.D. Ga. Jan. 11, 2006) (finding paintiff's insurance policies were
copyrightable).

Here, Defendants do not dispute that the esgion in Plaintiff's Placement Memoranda
is substantially similar to the expressiorthe Placement Memoranda that Blair created for
Rainer. Defendants, however, ask the Coufinbthat the similar language in the two
documents is entirely comprised of words and themes that are common to all GSA bond
memoranda. Based dferritt Forbes and the other cited case law, bond documents and similar

financial documents can in fact contain copyrighdgivotected expressidhat is not so general



and boilerplate as to constitute common words or themesleintt Forbes the defendant
submitted affidavits from bond industry professls asserting that the language in bond
documents was standard and not copyrightaid,the court still rejected the defendant’s
argument that the bond documents at issue cwedaxpression common to all bond documents.
Merritt Forbes 604 F. Supp. at 952-53. Here, Defenddra#ve submitted no such affidavits,
and the Court, at this procedural stage, witlamyt factual record regding the nature of the
GSA bond market or the expressicontained in bond documentannot find that the allegedly
copied expression in the Placement Memorandapsotectable as a matter of law or that the
expression is common to all bond documents.

Importantly, this is not a case involving “gfistic works” that the Court can analyze
under the ordinary observer test, such as songs, poems, or television Brevegscatti v.
GermanottaNo. 11 CV 5270, 2014 WL 2767231, at *8 (NID. June 17, 2014) (noting that
“[w]hile simplistic works may be determined by the spontaneous response of the ordinary
observer, more complex works may require expstint®ny in order to helthe trier of fact”).
Unlike songs or poems, GSA bond documents are complex financial documents relating to a
niche investment market, and despite Deferglamintentions, the Court, like the court in
Merritt Forbes cannot at this stage detenm that all the copied exgssion is “boilerplate and
standardized language” the GSA bond marketd. at 949. Defendants, like the defendant in
Merritt Forbes claim that allowing Plaitiff copyright protectiorwould give it “monopoly on
the idea behind the bond offering.” That maytioe, but without more information on the GSA
bond market and the types of expressionudetl in bond documents, the Court cannot reach

that conclusion at this stage.



Accordingly, the Court denies Defendamtstion to dismiss Plaintiff's copyright
infringement claims. Acceptingpe Complaint’s factual allegatis as true and drawing all
reasonable inferences in Plaifisi favor, Plaintiff has alleged $ficient facts to state plausible
copyright infringement claims.

Il. Count IV—Contributory and Vicarious In fringement Against Michael Kalt

In Count IV, Plaintiff alleges that Kalt shoubd held personally liable for contributory
and vicarious infringement because he is a paghBlair and as Plaintiff's relationship manager
“engaged in conduct that encouragedssisted Blair's direcopyright infringement.” (Third
Am. Compl. 1 36.) Kalt argues that he cannohélel personally liale for contributory or
vicarious infringement because Plaintiff failedmake a “special showing” that Kalt did
anything beyond the scope of his daté a Blair relationship manageR. 78, Def. Kalt's
Mem. in Supp. of his Mot. to Dismiss 4.)

The Supreme Court has held that “[o]neiimdes contributorily byntentionally inducing
or encouraging direct infringement . . . anftinges vicariously byrofiting from direct
infringement while declining to exesa a right to stop or limit it.’Metro-Goldwyn-Mayer
Studios Inc. v. Grokster, Ltb45 U.S. 913, 930-31 (2005) (citations omitted). Specifically, to
sustain a claim for contributogopyright infringement, the plaiiff must prove the defendant
engaged in “personal conduct that encoeafdgor assist[ed] the infringementFlava Works,

Inc. v. Gunter689 F.3d 754, 757 (7th Cir. 2012). To sirsta claim for vicarious copyright
infringement, the plainfi must prove that “the defendant)) @t all material times possessed the

right and ability to supervise the infringing activignd (2) has a direct financial interest in the

3 Kalt and Blair also contend that the Court mustrdss Count IV because Plaintiff's direct infringement
claims fail. Having found above that Plaintiff’'s direct infringement claims still stand, the Court focuses
on Kalt's other argument for dismissal.
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infringer’s activity.” Frerck v. John Wiley & Sons, IndNo. 11-CV-2727, 2014 WL 3512991, at
*9 (N.D. lll. July 14, 2014). Adtionally, as the parties agragége seminal Seventh Circuit case
of Dangler v. Imperial Mach. Cp11 F.2d 945 (7th Cir. 1926), still provides the governing law
regarding whether corporate officers can b personally liable for their corporation’s
infringement. InDangler, the court explained:

In the absence of some special showing, the managing officers of a corporation are not

liable for the infringements of such corporation, though committed under their general

direction. . . It is when the officer aatsllfully and knowingly—that is, when he
personally participates in the manufacture ¢e sfthe infringing dicle (acts other than
as an officer), or when he uses the coapion as an instrument to carry out his own
willful and deliberate infringements, or when he knowingly uses an irresponsible
corporation with the purpose afoiding personal liability—that officers are held jointly
with the company.

Id. at 947.

Here, Plaintiff's allegations claim that Kadta partner at Blaimvas the relationship
manager for both Plaintiff and Rainer’s bond ofigtiand that he encouredBlair's copyright
infringement. (Third Am. Compl. {1 35-36.) Thdwmilerplate assertiorase insufficient to
support a claim for vicarious epntributory infringement undéangleror the specific
standards for each type ofrimgement. First, undédangler, Plaintiff's bald assertion that Kalt
“encouraged or assisted” Blair’s infringemeninisufficient to make a “special showing” that
Kalt “personally participated in the manufactoresale” of the Placement Memoranda at issue
here. Dangler, 11 F.2d at 947. Plaintiff only alleges tlk&lt was the relationship manager for
Plaintiff and Rainer, but offenso facts about the actions Kalt toak a relationship manager, his
responsibilities with rgard to the Plaintiff or Rainer, or higrt in the sale adistribution of the
infringing documents. Plaintitilso alleges no facts about théerialt personally played in the

alleged infringement and alleges no details abiweibenefits Kalt received from the infringing

activity. Therefore, on thBanglerprecedent alone, Plaintiff'sfingement claim against Kalt

11



fails. See FM Indus., Inc. v. Citicorp Credit Servs., IiNn. CIV.A. 07 C 1794, 2007 WL
4335264, at *4 (N.D. Ill. Dec. 5, 2007) (dismisgiinfringement claim against individual
defendants because plaintiff made no “speciahag” and did not show that defendant did
anything “beyond the scope thieir duties as officers” gurofited personally).

In addition to failing under thBangler standard, Plaintiff's@nclusory allegations are
also insufficient under the specitandards for contributory and vicaus liability. With regard
to vicarious infringement, Pldiff's allegations fail because tha&lo not allege or even support
an inference that Kalt had a direct financial iag in or received any personal financial benefit
from the alleged infringing activityFlava Works 2012 WL 2459146, at *4 (granting motion to
dismiss because plaintiff failed to “allege aagts to suggest that [the defendant] received a
direct financial benefit as a result of the in§iing activity”). Withregard to contributory
infringement, Plaintiff's allegations merely regen boilerplate fasbn the Seventh Circuit
requirement that a defendant’s personal conchustt have “encourage[d] or assist[ed] the
infringement.” This conclusory allegation, uppoarted by any facts regarding Kalt’s role in the
infringement, is insufficient to state a clainr fintributory infringemet against Kalt as an
individual. Seals v. Compendia Media Grplo. 02 C 0920, 2003 WL 731369, at *7 (N.D. Ill.
Feb. 28, 2003) (dismissing contributory infringemelaim against individual defendants
because plaintiff “inadequatelyleded any facts to support his carsion that they knew of, and
induced, caused, or materially cohtried to, the infringing conduct”).

In sum, Plaintiff's boilerplate allegations oéntributory and vicaous liability lack the
factual detail requiretb show that Kalt is personally liable for the alleged infringement. In
other words, Plaintiff's “[tjhredbare recitals of the elememtsa cause of action, supported by

mere conclusory statements, do not suffidgbal, 556 U.S. at 678 (citation omitted).
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Accordingly, the Court grants without prejudicelt&motion to dismiss Plaintiff’'s contributory
and vicarious infringememiaims against him.
[1I. Count V—Professional Negligence

In Count V, Plaintiff alleges that Defendantge&ched their duty of care to Plaintiff. In
its Motion to Dismiss, Blair argethat the Court must dismi€®unt V because it is premised
on Plaintiff’'s copyright infringemat allegations. Since Plaiffts copyright allegations still
stand, Blair's argument failsAccordingly, the Court denid3efendants’ motion to dismiss
Plaintiff's professional ngligence claim.

CONCLUSION

For these reasons, the Court denies Bl&ke 12(b)(6) motion to dismiss Plaintiff's
infringement and professional negligence claimg grants Kalt's motion to dismiss Plaintiff's
contributory and vicarious infringemeclaims without prejudice.

Dated: March 29, 2017
ENTERED

(o | A1 E

AMY J. ST. E}v
UnltedStatelestrlct Court Judge

13



