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INTHE UNITED STATESDISTRICT COURT
FOR THE DISTRICT OF MARYLAND

SINCLAIR BROADCAST GROUP. INC.
V. : Civil No. CCB-14-2614

COLOUR BASIS, LLC

MEMORANDUM

Sinclair Broadcast Group, Inc. (“SBG”) has brought this declaratory judgménh ac
against Colour Basis, LLE‘CB”) and Christi Schreibefcollectively, “the defendants” or
“counterclaimants), requestingjnter alia, that the court find that SBG has not infringed CB’s
copyright. CB and Schreiber have brought counterclaims against S&# Livingston, and
Samantha Dinges (collectively, “the countisfendants”),alleging copyright infringement,
circumvention of copyright protection systems, fraudulent inducement, and unfair donpeti
Now pending before the court are tbeunter-defendantsnotion for summary judgmentnd
the defendants’ motion for leave to file a surre@yal argument was heamh June 21, 2016.
For the reasons that follow, theurter-defendantsmotion for summary judgment will be
granted in part and denied in part, and the defendants’ motion to file a surreply delibdas
moot?!

BACKGROUND

CB is a thregoerson media appearance consulting company based in Fort Worth, Texas
which provides imageconsultation service to onair television personalities. (First Am.
Countercl. § 1, 3,ECF No. 47.) Schreiber is CB’s president and chief executive officer

(“CEO”). (Id. 1 12) SBG is a television company with its principal place of business in

! The court also will grant the defendants’ unopposed motion to seal, ECFB0), in accordance with the
stipulated confidentiality order signed by Judge J. Mark Coulson on April 3, 2005, No. 28).
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Maryland that owns and operates, programs, or provides sales services to over 1&0nelevi
stations in over seventy markets. (Second Am. Compl. { 1, ECF No. 42.) David S8BG s
president and CEO. (Mot. Summ. J. Ex. 4, Livingston Dep. (“Summ. J. Livingston Dep.I} 115:
3, ECF No. 537.) Livingston became SBG's Vice President of News in March 2012. (Second
Am. Compl. § 9.)

Many of the facts in this case are undisputed. In 2011, CB, through Schreiber, began
providing consulting services to @ir personalities at several television stations that are direct
or indirect subsidiaries of SBG. (Second Am. Compl. { 8; First Am. Countercl. § 11.) In 2012,
Schreiber contacted Livingstomd they began discussing the possibility of a group deal
between SBG and CB. (Mot. Summ. J. Exs. 10 & 11, ECF Ne4158 53-12; Opp’n Mot.
Summ. J. Ex. K, ECF No. 5Bl.) They also agreed that CB would create a “Style Guide” to
establish standards and expectations for SBGaiotalent. (Second Am. Compl. § 18iot.
Summ. J. Ex. 2, Schreiber Dep. (“Summ. J. Schreiber D479)5-180:6 ECF No. 53&%.)
Schreiber followed up about the group dealithout firm numbers—with emails in August and
October 2012, (Mot. Summ. J. Exs. 12 & 13, ECF Nosl3®& 53-14; Opp’n Mot. Summ. J.
Exs. L & M, ECF Nos. 582 & 58-13, to which Livingston never responded, (Summ. J.
Schreiber Depl167:184168:4, 178:26179:4). h January 2013, Schreiber gave a presentation
about orair appearance issues at a conference in Maryland for news directors employ@ by S
subsidiaries. (Second Am. Compl. 141G Opp’n Mot. Summ. J. Ex. N, ECF No.-38.) Soon
after the conference, Livingston told Schreiber that SBG would not be albbedmler a group
dealbeforethe summer and, until then, the company would continue to work with CB on an as
neededasis. (Mot. Summ. J. Ex. 15, ECF No. 53-16; Summ. J. Schreiber Dep. 203:3-204:7.)

In March 2013, Schreiber proposed a $25,000 price tag for the Style Guide,shhich



said would include 400 printed copies and 400 PDF licenses, and additional copies could be
purchased on an-@®eded basigMot. Summ. J. Ex. 22, ECF No.23; Opp’n Mot. Summ. J.

Ex. S, ECF No. 589.) Livingston countered that he was looking to spend $12,000 to $15,000,
and proposed that CB cut costs by providing a 8Dl version. (Mot. Summ. J. Ex. 23, ECF
No. 5324; Opp’'n Mot. Summ. J. Ex. T, ECF No.-38.) Schreiber responded that she was
willing to drop the price on th8tyle Guide because she was “not looking at the book as a big
money maker, it's the relationship, future contract and being seen in each statiggpéads &

me,” and noted that she would no¢ willing to offer a lower price if she “did not see the
potential in future business with [SBG] and especially [its] interest in doing a mujtgae
deal.” (Mot. Summ. J. Ex. 25, ECF No.-28; Opp’n Mot. Summ. J. Ex. U, ECF No.-38.)
Importantly for this motion, the parties dispute the contenttefegphoneconversation between
Livingston and Schreiber that occurred sometime at the end of March or the be@hAjng
2013.According to Livingston, he explained to Schreiber that SBG would pay a flabrfeleef
Style Guideto whichit would have full rigls without conditions. (Summ. J. Livingston Dep.
234:4235:2.) In contrastSchreiberclaimsto haveclarified thatany copies of PDFonly Style
Guide would haveto be printed through her, and she was amenable to SBG’s reduced price
proposalonly becauseof their future relationship and group deal. (Summ. J. Schreiber Dep.
222:13-224:15.More specifically, the defendants alleigetheir counterclaims that the parties
agreed that $15,000 would cover 400 PDF Style Guides,exithcopies requiring the ganent

of additional license feesand that the Style Guide woulte used as part i multi-year
consulting deal. (First Am. Countercl. § 1On April 1, 2013, Livingston left Schreiber a
voicemail requesting numbers for a group deal, which, he cautioned, was “rantgefif

because it would have to be approved within SBG. (Mot. Summ. J. Ex. 27, ECF -R8; 53



Opp’n Mot. Summ. J. Ex. CC, ECF No. 58-29.)

On May 2, 2013, CB sent SB&h invoice for the Style Guide. (Mot. Summ. J. Ex. 36,
Invoice, ECF No. 5337.) The invoice description statdtatit was for the “SBG Style Guide
PDF create appearance policy manual,” and the only term listed was that paysdia]ue on
receipt’! (Id.) SBG sent a $15,000 check to CB on May 23, 20i3 Hx. 39, ECF No. 530.)

On June 7, 2013, Schreiber sent Livingston the final Style GudleEX. 45, ECF No. 5316),
which Livingston circulated to all SBGews directors on June 14, 2013d.(Ex. 46, ECF No.
53-47). The document includes a CB copyright symbohwst pagesand explains that “[t]he
SBG Style Guide is [SBG ecamera talent’s] reference to the Sinclair Broadcast Group
appearance policy as reconmded and written by Colour Basis president and CEO, Christi
Schreiber.” (Mot. Summ. J. Ex. 9, Style Guide 5, ECF Nel®3Opp’n Mot. Summ. J. Ex. DD
Style Guideb, ECF No. 5830.)

Also in the spring of 2013, Livingston began cuommicating with Samanth®inges
about working at SBG as anternalimage consultant. Dinges 8mith’s stepdaughter and, at
that time,wasa costume designer fartelevision show, The Young and the Restless. According
to Livingston, Smith broached the idea in early March, (Suthrhivingston Dep. 104:108:1,
108:1722, 114:9117:17%, and on April 1, 2013, Livingston and Dinges met, (Mot. Summ. J. Ex.
20, ECF No. 521). After the meeting, at Livingston’s request, Dinges reviewed broaddasts
few SBG television stations and offered feedback on tiewscastetrsappearanceqSeeMot.
Summ. J. Ex. 35, ECF No. &85.) Ultimately, SBG created an internal image consultant
position, for which Dinges was hired, and she started work on June 27, 2013. (Mot. Summ. J. EX.
38, ECF No. 8-39.) Around the same time that Dinges began working at SBG, Livingston

called Schreiber to tell her about the new position. (Opp’n Mot. Summ. J. Ex. B, Lonrigsp.



(“Opp’n Livingston Dep.”) 137:718, ECF No. 5&; id. Ex. A, Schreiber Dep. (“Opp'n
Sdreiber Dep.”) 246:1:247:22, ECF No. 53.) According to Schreiber, Livingston told her
that their relationship would not change, and SBG would continue to use CB’s consulting
services. (Opp’'n Schreiber Dep. 2471%, 248:1620.) Livingston, in contrastestified that he

told Schreiber that SBG would use her on a 4Bsease, statiofby-station basiswhile they
fleshed out Dinges’s position. (Opp’n Livingston Dep. 137185 In an email at the beginning

of July introducing Dinges to SB@ews directors andgeneralmanagers, Livingston said that
Dinges would be the point person for all image consulting at SBG, incléwlirenforcing the

Style Guidés standards, and that Schreiber would continue to be available to stations on a case
by-case basié (Mot. Summ. J. Ex. 48, ECF No. 53-49.)

Approximately one year laternaluly 2, 2014, the defendants registered the Style Guide
with the U.S. Copyright Office. (Def. Answer 35, ECF No. 46.) Two wesdkar the
registration, defenseounsel sent Smith a letter alleging that SBG was infringing CB’s copyright
by using unauthorized copies of the Style Guide and because the Style Guide wadenlgdd
in connection with CB’s consulting services. (Mot. Summ. J. ExCo2nsel Letted, ECF No.

5353.) On August 15, 2014, SBG brought tdeclaratory judgmerdction. (Compl., ECF No.

1.) SBG filed an amended complaint on September 7, 2015. (Second Am. Compl.) Count | of its
amendedcomplaint requests a declaratory judgment that: (1) SBG has an impliedchaive
license to use the Style Guide, and its use of the Style Guide has been condistématw
license; (2) SBG owes no license fees to the defendants; (3) SBG has not infringed the

defendants’ copyright; (4) the defendants have no right to tetenina implied license; (5) SBG

% The defendantarguethat Dingeswas not qualified to be SBG's internahage consultant, and would have been
incapable of meetinthe position’sobligations without the Style GuidéSeeFirst Am. Countercl. $5.) They have
gone to great lengths to make this point, includiggntroducingtestimonyandexhibits that, in the court’s opinion,
were irrelevant and unwarranted



has not engaged in promissory fraud; and (6) SBG has not engaged in unfair competition.
(Second Am. Compl. 143 44.) It also requests that the court issue an injunction ordering the
defendants not to interfere with SBG’s use of the Style Guide @4.) InCounts Il and 11l of

the complaint, the plaintiffs have alleged, as alternatives to the decglajattgment and
injunctive relief countfraud and negligent misrepresentatioespectively (Id. §{ 4560.) The
defendats answered the amended complaint on September 21, 2015, and filezhtbeded
counterclaims on September 24, 2015. CB and Schreiber allege tbaumstérdefendantsare

liable for copyright infringement, circumvention of copyright protection systen violation of

17 U.S.C. § 1201, and unfair competition; and that SBG and Livingston are liable for fraudulent
inducement. (First Am. Countercl. §1-32) The defendantsllege that they are entitled to
actual damages armofits for any infringement, stutory damagefor infringementafter they
registered their copyright, and punitive damages for the fraudulent inducement and unfair
competitionclaims (Id. { 37, 50, 58.) Theounter-defendantanswered omctober 13, 2015,
(Counter-@fs. Answer, ECF No. 51), and filed a motion for summary judgment on October 27,
2015, requesting that the court enter partial summary judgmémtinfavor on Count | otheir
amended complainthe declaratory judgment clairand against the defendants on all counts of
their amended counterclagmor, in the alternative, orCounts I, Ill, and IV of their
counterclains, (Mot. Summ. J. Mem. Law 49, ECF No.-%8 The defendants opposed that
motion, (Opp’'n Mot. Summ. J., ECF No. 58), and toenter-defendanteplied, (Reply, ECF

No. 66). The defendants also have filed a motion for leave to file a surreply intordeer

alia, respond to theounterdefendantscriticism of CB’s expert, Brian Greif. (Surreply Mot.,
ECF No. 67.) The counter-defendahtsreopposed that motion. (Opp’n Surreply Mot., ECF No.

68.)



For the reasonthat follow, the court willgrant in part and deny in pattie counter-
defendantsmotion for summary judgmenthe court will deny as moot the defendants’ motion
for leave to file asrreply.

STANDARD OF REVIEW

Federal Rule of Civil Procedure 56(a) provides that summary judgment should be grante
“if the movant shows that there is genuinedispute as to angnaterialfact and the movant is
entitled to judgment as a matter of law.” F&l Civ. P. 56(a). “A dispute is genuine if ‘a
reasonable jury could return a verdict for the nonmoving partybértarian Party of \&. v.
Judd 718 F.3d 308, 313 (4th Ci2013 (quotingDulaney v. Packaging Corp. of An6.73 F.3d
323, 330 (4th Cir2012)). “A fact is material if it ‘might affect the outcome of teait under the
governing law.” Id. (quoting Anderson v. Liberty Lobby, Inc477 U.S. 242, 248 (1986)
Accordingly, “the mere existence sbmealleged factual dispute between the partidé mot
defeat an otherwise properly supported motion for summary judgmfemdérson 477 U.S. at
247-48(alteration in original) The court must view the evidence in the light most favorable to
the nonmoving partyTolan v. Cotton134 S. Ct. 1861, 186@014) (per curiam)and draw all
reasonablenferences in that party'&vor, Scott v. Harrig 550 U.S. 372, 378 (20073ge also
Jacobs v. N.C. Admin. Office of the Coui®80 F.3d562, 56869 (4th Cir. 205). At the same
time, the courtmust “prevent factually unsupported claims and defenses from proceeding to
trial.” Bouchat v. Balt. Ravens Football Club, In846 F.3d 514, 52¢4th Cir. 2003)(quoting
Drewitt v. Pratt 999 F.2d 774, 778-79 (4th Cir. 1993)

ANALYSIS

Copyright nfringement

a. Implied nonexclusivelicense



In order to prove copyright infringement, a plaintiff mestablishthat it owns a valid
copyright, and the defendant engaged in unauthorized copying of the work protected by the
copyright. See Nelso#balabes, Inc. v. MorningsidBev., LLG 284 F.3d 505, 513 (4th Cir.
2002) SBG does not appear to contest that CB owns a valid copyaghe Style Guide.
Instead, SBG alleges that it cannot be held liable for copyright infringemesis®eit enjoyed
an implied nonexclusive license use the Style Guidevhich constitutes an affirmative defense
to an allegation of copyright infringemer@ee d. at 514.Accordingly, SBG hasthe burden of
establishing an implied licensgee Atkins v. FischeB31 F.3d 988, 992 (D.C. Cir. 2003).

An implied nonexclusive license fdhe use of a copyrighprotected work is created
“when (1) a person (the licensee) requests the creation of a worke(2jetitor (the licensor)
makes that particular work and delivers it to the licensee who requested it3) the licensor
intends that the licensee copy and distribute his woNelsonSalabes 284 F.3d at 514
(adopting the threpart testfrom Effects Assocs., Inc. v. Coh&®8 F.2d 555 (9th Cir. 1990)).
The Fourth Circuit has said that courts shoeddmine the totality of the circumstances when
determiningthe licensor’'antent,andhas identified thre@aonexclusivdactors to assist with that
inquiry: “(1) whether the parties were engaged in a dleom discrete transaction as opposed to
an ongoingrelationship; (2) whether the creator utilized written contracts providing that
copyrighted materials could only be used with the creatrture involvement or express
permission; and (3) whether the creadoconduct during the creation or delivery of the
copyrighted material indicated that use of the material without the cieatmolvement or
consent was permi¢ge.” Id. at 515-16.

Here, it is undisputed that SBG, the licensee, requested the creation of the usd@e G

which CB, thelicensor,createdand deliveredAccordingly, only the third prong of theffects



Associategest is at issuelhe firstNelsonSalabedactor indicates neither an intent to grant nor
an intent to deny a license without CB’s future involvement. On the one hand, CB had done
work for various SBG affiliates over the course of approximately two yearsheéother hand,
these jobswere negotiated individually with the station§BG’s invitation for Schreibeto
present at the January 2013 conferesqmeears to have beanonetime requestand there is an
issue of fact, discussed further below, as to whether the Style Guide was to dfeapaatckage
that includeda group deal between SBG and.(G3&e Asset Mktg. Sys., IncGagnon 542 F.3d
748, 756 (9th Cir. 2008). The second factor favors SBG. There is no written contracintibtsvee
parties, and CB’s invoieethe only written document that exists related toShde Guideaside
from emails—indicates no terms associated with the project, other than thatepayas [d]ue

on receipt.”(Invoice.)Forthe third factor,hiecourt is sympathetic to many of SBG’s arguments
Ultimately, however, the summary judgment standard mandates that this courtGiéd
version of the facts, and Schreiber claims thathéncontrovertegphone call at the end of March
or the beginning oApril 2013 she made clear to Livingston tigae was accepting his lowered
price proposabnly becausé&SBG would be required to pay for additional licenses and printed
copies of the Styl&uide, andSBG’s use of the Style Guide woulted accompanied by CB’s
services as part of a group de@f. Atking 331 F.3dat 993 (“Such statements are appropriate
evidence in determining whether an implied nonexclusive license ariseshieororiduct othe
parties, and further expose the genuine issue of material fact that rgguyreliberatior.
(internal citation omitted))Further,Schreiber'semail with her original cost proposspecifically
said that hesuggested pricavould include 400 printed copies and 400 PDF licen@dst.
Summ. J. Ex. 22; Opp’'n Mot. Summ. J. Ex. S), and a felipvemail thenext week about a

PDFonly Style Guide also mentioned licenses, (Mot. Summ. J. Exs@§@estingshe did not



anticipate granting an implied norausive license to SBG, at leasit one with the scope SBG
contemplatesTo the extent theounterdefendantsrgue that CB’s inaction in the face of SBG’s
use of the Style Guide argues for an implied nonexclusive license, agairstatreaversion of
the facts according to CHictates otherwise. In particular, Schreiber claims that Livingston,
when he called about Dinges, s#idt SBG’s relationship with CB would not change, dnsl
companywould continue to use CB'’s consulting servi¢ésssuming these facts to be true, and
recognizingalsothat Schreiber continued to reach out to SBG stations after this phone call, if not
to Livingston himself, the court at this stage cannot isch matter of lakhat SBG possessed
an implied nonexcluge license to the Style GuidAccordingly, thecounter-defendantsnotion
for summary judgment regarding the implied nonexclusive license will be denied.

b. Circumvention of copyrighted materials, 17 U.S.C. § 1201

The counter-defendantsnotion requests #it the court grant summary judgment in its
favor on thecounterclaimantsallegatiors that SBG, Livingston, and Dinges violated the Digital
Millennium Copyright Act (“DMCA”), 17 U.S.C. 8§ 1201.The DMCA prohibits
“circumvenfing] a technological measure that effectively controls access to a work protected
under [the Copyright Act].” 17 U.S.C. § 1201(a)(1)(Ahe DMCA defines circumvention as an
action that intends “to descramble a scrambled work, to decrypt an encryptedmnotherwise
to avoid, bypass, remove, deactivate, or impair a technological measure, withauthority of

the copyright ownet Id. 8 1201(a)(3)(A). In addition, the statute provides that “a technological

% The courtacknowledgeshat the defendants have not been consistedéescribingthe contents of this telephone
conversationin their counterclaims, the defendastate that Livingston “contacted Colour Basis and explained that
it had hired a fultime employee to utilize Colour BasisStyle Guide to consult with ecamera talent and that
there would be no mulifear consulting deal contrary to SBG’s and Livingston’s agreementst ¢&in. Countercl.

7 21.) In their opposition to the motion for summary judgment and in Schtgildeposition, in contrast, the
defendants allege that Livingstsaidthe relationship between SBG and CB wontt change. $ee, e.g.0ppn

Mot. Summ. J. 28; Opp’n Schreiber Dep. 247186 248:1620.) At the June 21 hearing, the defendants represented
to the court that they were alleging the second set of circumstances. Duedartfieition, and because tleurt

will view the evidene in the light most favorable to the defendants, the court will assum€&€bhaelieved its
relationship with SBG would continue even after Dinges was hired

10



measure ‘effectively controls access to a work’ if the measure, in theanrcdcourse of its
operation, requires the application of information, or a process or a treatméantevauthority

of the copyright owner, to gain access to the wot.”§ 1201(a)(3)(B).However, merely
alleging that a defendant “accessed” a copyrijiverk that is protected by a technological
measure is not enough to state a claim for a violation of the DMCA. Rather, “[t]me pla
language of the statutg requires a plaintiff alleging circumvention. . to prove that the
defendants access was undwatized.” SeeGround Zero Museum Workshop v. Wils8d3 F.
Supp. 2d 678, 691 (D. Md. 2011) (alteration in original) (quo@mgmberlain Grp. v. Skylink
Techs., InG.381 F.3d 1178, 1193 (Fedir. 2004))*

In their counterclaims, theounterclaimantsllege thatSBG, Livingston, and Dinges
“willfully removed the password protection and print disabling technological uresaghat
controlled access to the copyright protected Style Guide.” (First Am. @aurfl] 24 26, 28)
Because however,the coungrclaimantsgave thecounter-defendantaccess to the copyrighted
work, the PDF Style Guide, they cannot make out a violation of the DMther, the
evidence of the alleged circumventiethe email attached to Schreiber’'s affidavitom
AlphaGraphics, the firm CB says added password protections to the Style—Gaiide
inadmissible hearsay. (Opp’'n Mot. Summ. J. Ex. BHECF No. 5834.) To be entitled to
consideration on summary judgment, facts set forth in affidavits mustudieas “would be
admissible irevidence.” FedR. Civ. P. 56(c);see also Sakaria v. Trans World AirlinésF.3d
164, 171 (4th Cir1993) (finding that the district court properly did not consider inadmissible
hearsay in an affidavit filed witha motion for summary judgment)‘While properly

authenticated -enails may be admitted into evidence under the business records exception,

* The Ground Zeroopinion also noted that using a passwotd &ccess a copyrighted work, even hwitt
authorization, does not constitutgrcumvention under the DMCA Id. at 692.

11



[a]n emalil createdwithin a business entity does not, for that reason alone, satisfy the business
records exception of the hearsay ruldrited Statey. Cone 714 F.3d 197, 220 (4th Cir. 2013)
(internal quotations and citations omittedithout providing more of a basis to establish that it
was kept as part of the business’s regular opematite AlphaGraphics email cannot be
admitted under an excegn to the hearsay rul&d. Finally, the countedefendants said they had
no difficulty printing the Style Guide, and defense counsel at the hearidghatevidence as to
how the circumvention allegedly occurred. Accordingly, toeinter-defendaritanotion for
summary judgment on tleunterclaimantstircumvention claim will bgyranted.

c. Damages

i.  Willful infringement

At any time before final judgment is entered, a copyright owner may elaeicobver
statutory damages instead of actual damages andspr&fige5 Melville B. Nimmer & David
Nimmer, Nimmer on Copyright 8§ 14.01[B]. The Copyright Act permits a court to irereas
statutory damages to a maximum of $150,000 per infringed work if “the copyrightr owne
sustains the burden of proving, and the cands, that infringement was committed willfully.”
17 U.S.C. § 504(c)(2). “Willfulnesstheans that the infringer either had actual knowledge that it
was infringing the ownés copyrights or acted in reckless disregard of those rigntsvn v.
McCormick 87 F. Supp.2d 467, 482 (DMd. 2000). Evidence that the infringed works bore

prominent copyright notices supports, but by no means compels, a finding of wilifulnes

® At the June 21 motions hearing, the defendants represented thdidht believe they were entitled to statutory
damages. The court will assume for purposes ofrtiigon that they were representing only that they cannot seek
statutory damages for any infringement that occurred before théstereg their copyright, given that their
amended counterclaims allege the right to recover statutory damagese(g.First Am. Countercl. 87,14 § 8.)

® Unlike for statutory damages, the section of the Copyrigt addressing actual damages and profits does not
mention “willfulness.” 17 U.S.C. § 504(b). A few courtas far as this court has found, only in the Southern
District of New York—have held that punitive damages may be awarded where the pkletitdio receive actual
damages and the defendants engaged in willful infringen@mhpareCaffey v. Cook409 F. Supp. 2d 484, 510
(S.D.N.Y. 2006)with Leonard v.Stemtech Health StjlInc, 981 F. Supp. 2d 273, 279 (D. Del. 2013).

12



Lowry’'s Reports, Inc. v. Legg Mason, In@71 F. Supp. 2d 737, 753 (D. Md. 2003). The
defendants allege that SBG, Livingston, and Dinges willfully infringéglsCcopyright by
copying, printing, and distributing copies of the Style Guide witlauthorization (First Am.
Countercl. 1Y 33, 34.)

The question is a close one. The court, howaweistcredit Schreiber’s version dfer
telephone conversation with Livingston at the end of March or beginning of April 2013. If
Schreiber in fact made clear to Livingston that SBG was reqtorpdrchasedditional licenses
of the Style Guide and use it only in conjunction with CB’s services, then the court cannot sa
that any use of the Style Guide by SBG in contravention of albegedagreement was not
willful. Accordingly, the court wildenythe coungr-defendantsmotion for summary judgment
as to willfulness.

ii. SBG's pofits attributable to infringement

In their motion for summary judgment, theunter-defendan@rgue that CB has not met
its burden of establishing a nexus between SBG’s use of the Gtytle and the company’s
profits. (Mot. Summ. J. Mem. Law 338.) The Copyright Act provides that “[t{]heopyright
owner is entitled to recover the actual damages suffered by him or her as a rehat of
infringement, and any profits of the infringer that are attributable to thegeiment and are not
taken into account in computing the actual daméages. U.S.C. § 504(b)To establish the
infringer’s profits, thesectionrequires the copyright ownef] to present proof only of the
infringer's gross reenue, and the infringer is required to prove his or her deductible expenses
and the elements of profit attributable to factors other than the copyrighted Vdorkhe Fourth
Circuit has interpreted the term “gross revenue” to refer only to revenu@rieddy related to

the infringement.’Bonner v. Dawsg04 F.3d 290, 294 (4th Cir. 2005ge also BouchaB46

13



F.3dat520-21.

There ardghreeavenues by which a defendant (in this c#ise counter-defendantsan
argue that summary judgment is appropriateall or some of a plaintiff'qin this casethe
counterclaimant$ profit damagesDashv. Mayweather731 F.3d303, 330-31(4th Cir. 2013)
First, summary judgment is appropriate if the plaintiff failsrieet his initial burden of proving
the infringets gross revenues becautigere is “no conceivable connection between the
infringement and those revenue$d. at 328. Establishing a conceivable connection is not an
exacting standard, and a proffered cection will be considered “conceivable” as long as it is
“hypothetically possible,” even if it is “highly unlikely that the infringerhantually contributed
to the claimed revenuesld. at 330. Second, summary judgment is appropriatéespite the
existene of a conceivable connection, the plaintiff haffered “only speculation as to the
existence of a causal link between the infringement and the reveidiest”328 (alteration in
original) (internal quotation omitted). To demonstrate a causalthekplaintiff must show that
“the infringement could reasonably be viewed as one of the causes of the claimed réveénues
at 331 Finally, summary judgment may be granted if the defendants file a properly supported
motion for summary judgment showingattfthe claimed revenues are attributable entirely to
factors other than the infringement, and the plaintiff fails to respond with eviden@athaise
a genuine dispute as to the issud. at 328(internal quotation omitted).

In their response in opposition to the motion for summary judgment, the defendaets argu
that the profits attributable to SBG’s infringement of the Style Guide areothbinedrevenues
“generated from the sale of advertising time slots within the loocakcests and within the
shows aired just before and just after the local newscasts, for each statioeceived a copy of

the Style Guide, for the time period during which it had the Style Gui@pp’'n Mot. Summ. J.

14



35.) In support of thisargument, tb defendants offer the affidavit of Brian Grewho has
worked as a reporter ar@hchor for various television stations, and in management positions at
media companiesQpp’n Mot. Summ. JEX. G, Greif Aff., ECF No. 587.) Greif avers that,
based on higxperience anthe market research hareviouslyconducted, “a viewer’s decision

to watch a particular news station is guided in part by the social affinitigeobnair talent,
which is largely driven by their clothing, hairstyle and makeujal” { 14.)In their reply, the
counterdefendantsargue that Greif's affidavit should be excluded, either because he has no
personal knowledge of SBG’s operations or under Federal Rule of Evidenc&&p;, 18-20.)

CB and Schreiber have filed a motion for leave to file a surreply in order to addeesunter-
defendants’ arguments about Greif.

Here, the counterclaimantannot survive the motion for summary judgment. At this
point, the court cannot say that there is no conceivable connection between the alleged
infringement of the Style Guide and the advertising revenues of SBG’'staffitations. But
even consideringsreif's affidavit, CBand Schreiber have not demonstrated the existence of a
nonspeculative causal lifkin Dash the plaintiff argued thatbecause his song was played in
connection with Mayweather’'s appearance at two broadcasted eubetseVenues from those
events. . . were derived exclusively from the infringed work, and that this fact alone [was]
sufficient to establish a causal linkDash 731 F.3d at 332 (internal quotations omittdash,
however, had not provided any evidence to show that the alleged infringenweaasedany of
the . . . revenue streamdd. The Fourth Circuitnoted that he was required tonake this
showing,and that any argument to the contrary was forecloseBlolozhat in which thecourt

“specifically requireda causal link between the infringement and ltheel of the defendants

" Because the court will consider Greif's affidavit for purposes ofrtiosion the defendants’ motion for leave to
file a surreply will be denied as moot. iNer party will be preclued from raisingDaubert motions at the
appropiate time.
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revenues Id. n.18(alteration and internal quotation omitteHere,to denonstrate “the relevant
revenue stream from which SBG’s profits should be determined,” (Opp’n Mot. Sung®), J
CB provided charts identifying the advertising revenues of SBG local newscastspfahe
programs before and after the newscasts, for thegefitime when thosestatiors possessed the
Style Guide(ld. Ex. LL, ECF No. 5838.) Neitherthosechars, however, nor any other evidence
provided by CB, including Greif's affidavidemonstratethat the Style GuidencreasedSBG’s
advertising revenues. Accordingly, under the standard articulateBashh CB has not
demonstrated a nonspeculative causal link betweealldggedinfringement and the advertising
revenues from SBG’s newscasts. The motion for summary judgment as ® [8Bf@ damages
will be granted.
i.  Actual Damages

In their amended counterclaims, the defendants argue that they are entitled to “actual,
compensatory and punitive damages,” including $2.3 million in lost incqfiest Am.
Countercl. 14 § 7, 8) Despite speifically alleging that, as a result of the countefendants’
alleged copyright infringement, “Colour Basis is entitled to actual damaggading Colour
Basis’ lost profits,” i[d. § 37), the defendantappear to disput&BG’s argumentgainst lost
profits only asit relates to theirstatelaw claims (Opp’'n Mot. Summ. J. @48 (‘With regard to
its [state lawclaims] Colour Basis seeks damages in the amount of the value of theyeaulti
consulting deal with SBG)J. Further, atthe June 21 hearing, the defendaappeared to
representhat theycould recover their lost profits only under their fraud cla@iven thecontent
of their counterclaimshoweverthe courtnonethelessvill address the defendants’ rightlost
profits as it relates to their copyright infringement claim.

Under the Copyright Act, actual damages represent “the extent to whiclg@mhent has
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injured or destroyed the market value of the copyrighted work at the time of imfiamgé
Nimmer § 14.02[A](footnote omitted). Actuadamages “may be said to equal the profits that the
plaintiff might have accrued but for the defendant’s infringemddt.§ 14.02[A][1]. However,
“[iln the absence of convincing evidence as to the volume of sales that plaintiff would have
obtained but for infringement, the measure of lost profits may be rejected asdolatpes’ Id.;
see also Dash731 F.3d at 313 (“[T]he amount of [actual] damages sought cannot be based on
‘undue speculation.””)Becauset has brought thisnotion for summary judgnme, SBG first
must“show that thereif] no genuine dispute among the parties as texlsencef any actual
damages.”’Dash 731 F.3d at 313alteration in original);see alsoNimmer 8§ 14.02[A][3]
(“Uncertainty will not preclude recovery of actual damag the uncertainty is as to amount, not
as to whether actual damages are attributable to the infringeménstixh a showing is made,
CB and Scheriber “must respond with nonspeculative evidence that such damages do, in fact,
exist.” Id. at 313.

In its supplemental answer to SBG's Interrogatory No. 3, CB explains thatitksg
lost profits based on the income it would have earned through consulting work and praguct sal
over three years for the forty television stations affiliated with SBG iy 284.3. (Mot. Summ.
J. Ex. 68, CB Suppl. Answer 1, ECF No.-83) CB arrived at its estimate of $2.3 million by
multiplying Schreiber’s irperson and online consulting rates by the number of sessions she
would have provided to each affiliate over a perad three years, and by estimating a certain
number of product sales to SBG affiliatell. @t 2.)In its motion for summary judgment, the
counterdefendants take issue with thosambers (Mot. Summ. J. Mem. Law 448.) In
particular, they argue thatelealculations us€B’s normal billing rate, as opposedaaeduced

group rate, and contemplate Schreiber consulting 310 days of the year, whemetlmary 260
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work days in a yearld.) While there may béssues with these numbers, and it may turn out that
CB’s measure of lost profits is too speculative, the cotaddéFndants have not shown that there
is no genuine dispute among the parties as teximtenceof any actual damageg\ccordingly,

the motio for summary judgment as to CB'’s lost profits will be denied.

In conclusion, the countelefendants’ motion for summary judgment regarding the
implied nonexclusive license will be denied, and their motion for summary judgmehieon t
counterclaimants’ caumvention claim will be granted. In terms of damagjes,court will deny
the counteddefendants’ motion for summary judgment as to willfuln@sd CB’s lost profits
and grant it as to CB’s claims to SBG’s prefitThe counterclaimantalso have preserved the
right to request statutory damades any infringementthat occurredafter they registered their
copyright.

1 Statelaw claims®

Although the court finds thathe defendants’ state law claims are not preempted by the
Copyright Act the counterclaimanteave not demonstrated that a reasonable factfinder could
conclude by clear and convincing evidence that Livingston made false reptiessntath the
deliberate intent to deceive CB and Schreiber that punitive damages are justified
Accordingly, aly the defendants’ unfair competition claim and their request for lost profit

damages will survive the motidar summary judgment.

8 “when choosing the applicable state substantive law while exercisiegsitly or supplemental jurisdiction, a
federal district court applies the choice of law rules of the forum staterind Zeo, 813 F.Supp.2d at696. Under
Marylands choiceof-law principles, tort claims are governed by the law of the state wheralldged harm
occurred (“lex loci delicto”).See, e.g.Proctor v. Wash. Metro. Area Transit Auti®90 A.2d 1048, 1068 (Md.
2010). “This means the applicable law is the law of the state where the lasihecessary to make an actor liable
for an alleged tort takes placeDiFederico v. Marriott Int'l, Inc, 714 F.3d 796, 807 (4th Cir. 2013) (internal
guotation omitted). The Malgnd Court of Appeals has not addressed where the “wrong” occurs in dases o
pecuniary injury resulting from fraud “when the alleged wrongful aaimission occurred in one jurisdiction and
the ‘loss’ by plaintiff in another jurisdictionPhilip Morris Inc. v. Angelettj 752 A.2d 200, 233 n.28 (Md. 2000).
The parties cite only to Maryland law in addressing dbaenterclaimarg’ state law claims.SeeMot. Summ. J.
Mem. Law 8-49; Opp’n Mot. Summ. J.3#49.) Accordingly, the court will assume withodéciding that Maryland
law applies.
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a. Preemption

SBG’s motion for summary judgment argues that CB’s state law claims foufezatd
inducementand unfair competition are preempted by the Copyright Act. For the reasons that
follow, the counter-defendantsnotion for summary judgment with regard to preemption of the
defendantsstate law claimsvill be denied

The Copyright Act preemptstatelaw daims if “the work is within the scope of the
‘subject matter of copyright’ as specified in 17 U.S.C. 88 102,”14%l “the rights granted
under state law are equivalent to any exclusive rights within the scope of feggnaght as set
outin 17 U.S.C8 106.”Rosciszewski v. Arete Assocs., IricF.3d 225, 229 (4th Cir. 1993ee
also Tire Eng'g & Distrib., LLC v. Shandong Linglong Rubber, @82 F.3d 292, 309 (4th Cir.
2012) The parties do not appear to dispute thatStyge Guide is within the subject matter of
copyright. The question, then, is whether the state rights are equivalent &b #eyexclusive
rights granted by federal copyright la®ection 106®f the Copyright Act “affords a copyright
owner the exclusive right to: (1) reproduce the copyrighted work; (2) preearative works;
(3) distribute copies of the work by sale or otherwise; and, with respect to cetitio @orks,
(4) perform the work publicly; and (5) display the work publiclR@sciszewskil F.3d at 229
(quoting Computer Assocs. Int'l v. Altai, Inc982 F.2d 693, 716 (2d Cir. 1992)). In order to
ascertain whether a specific state cause of action involves a right equicalem® of those
identified in § 106, reference must be made to the elements of the stase ch actior. Id. If
an extra elemens required instead pbr in addition tg the acts of reproduction, performance,
distribution or display, there is no preemption of the state cause of action, provided thatdhe extr
element changes the “naturetbke action so that it igualitatively different from a copyright

infringement claint’ Id. at 230 (alteration in originaljguoting Mayer v. Josiah Wedgwood &
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Sons, Ltd.601 F. Supp. 1523, 1535 (S.D.N.Y. 1985)).

To recover for fraudulent inducement in Maryland, a plaintiff must prove “(1) tieat t
defendant made a false representation to the plaintiff, (2) that its fakstyither known to the
defendant or that the representation was made with reckless indiffeeetwdésatruth, (3) that
the misr@resentation was made for the purpose of defrauding the plaintiff, (4) that the fplaintif
relied on the misrepresentation and had the right to rely on it, and (5) that the Eaifeiféd
compensable injury resulting from the misrepresentati®agitalSource Fin., LLC v. Delco Oll,
Inc., 608 F. Supp. 2d 655, 66B.(Md. 2009) (quotingNails v. S & R, In¢.639 A.2d 660, 668
(Md. 1994)).In order to recover for fraud,ttfe misrepresentation must be made with the
deliberate intent to deceiveSass v. Angw, 832 A.2d 247, 260 (Md. Ct. Spec. Ai#003).The
elements of fraudulent inducement, which include misrepresentation, are not equivahent
rights under the Copyright Actherefore, theounterclaimantsfraudulent inducement claim is
not preempted.

Under Maryland law, the doctrine of unfair competition extends to “all casesfaf un
competition in the field of businesS.Balt. Bedding Corp. v. Mose84 A.2d 338, 342 (Md.
1943). “What constitutes unfair competition in a given case is govern&d bwn particular
facts and circumstancédd. The distinction between those unfair competition claims that are
not preempted and those that are is thelims based upon breaches of confidential
relationships, breaches of fiduciary duty and tradees®drave been held to satisfy the extra
element testwhereas claims of misappropriation and unfair competition based solely on the

copying of the plaintiffs protected expression fail that tesfostar Grp. Inc. v. Loopnet, Inc.

° In the section of their counterclaims requesting judgment and rigleefounterclaimants allege that the counter
defendants have engaged in unfair competition under “federal and MarylafidRFast Am. Countercl. 4 1 6.)
Because the parties only address the counterclaimants’ state law unfairitompktim, (Mot. Summ. J. Mem.
Law 2, 41, 46; Opp’n Mot. Summ. J. 43,-46), the court will not address any federal claims of unfair competition.
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164 F. Supp. 2d 688, 71B. Md. 2001) (internal citations omittedjee also Trandes Corp. v.
Guy F. Atkinson C0.996 F.2d 655, 66(Q4th Cir. 1993) (finding that a trade secret
misappropriation claim based on “the breach of a duty of trust or confidentialag” not
preemptedby the Copyright Act) In its amended counterclaims, CB alleges that the counter
defendants deceived CB into creating the Style Guide, wlBI&G used without CB'’s
authorization or consulting services. (First Am. Countercl. &% The defendants’ unfair
competition claim focuses not just on the alleged unauthorized copying and printingStyléhe
Guide, but onthe deceptionthe countedefendants allegedly used to persu&tireiber to
create the Style GuideSéeFirst Am. Countercl. {1 52, 55, 56.) Deception is not an element of
copyright infringementSee Victor Stanley, Inc. v. Creative Pipe, 12011 WL 4596043, at *8
(D. Md. Sept. 30, 2011 Accordingly, the counterclaimants’ unfair competition claim is not
preempted.

b. Fraudulent inducement

The counter-defendantargue that, even if the fraudulent inducement claim is not
preemptedby the Copyright Actthe counterclaimantBave not provided enough evidence to
survive the motion for summary judgment on that cla@B.and Schreibemust establishhie
elements of fraudulent inducement by clear and convincing evideee&/F Corp. v. Wrexham
Aviation Corp, 715 A.2d 188, 193 (Md. 1998), a standard this court must take into account on a
motion for summary judgmendeeAnderson477 U.S. at 244, 252To be clear and convincing,
evidence should be ‘clear in the sense that it is certain, plain to the understamting, a
unambiguousind convincing in a sense that it is so reasonable and persuasive as to cause you to
believe it.” Attorney Grievance Conim of Md. v. Levin 91 A.3d 1101, 1105 (Md2014)

(quoting Maryland civil pattern jury instructions

19 Unpublished opinins are cited for the soundness of their reasoning, not for any precedengal val
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The counterclaimants have notdethe heightened showing necessary to establish the
elementsof a fraudulent inducement claim. Thelgim that Schreiber ade clear to Livingston
during the disputed phone call that she agreed t&the Guide at SBG’sower price only
under the assumption that CB and SBQuld sign a group deal, and that, eadter Dinges was
hired, Livingston was not honest with Schreiber abblmw Dinges’sposition would affect the
parties’ business relationship going forwaidthe weight of the evidence, howevespecially
under the standard of clear and convincing evidedoes not support the conclusiomat
Livingston made a false representation with theleliberate intent to deceiveurther, the
evidence does not support a finditlgit Schreiber justifiably relied on afgise representations
Livingston may havemade. Even under her version of evelshreibercan point to only one
conversation where Livingston allegedly promised a group deal and that additbensles
would be purchased through CBhe other evidencen the record-such asSchreibers
awareness as early as February 2013 that a group deal would have to be approvesbbg som
other than Livingston, (Mot. Summ. J. Ex. 15, ECF Ne16g a factthatwas reiterateth early
April, (id. Ex. 27 (Livingston voicemail explaining that there were “no guarantees” about a
group deal, which would need “fifth floor” approval)), and thatparticularoffer terms were
everreduced to writing (seelnvoice)—suggestghat the partie;meverreachedan agreement
Although the defendantsallegationsare sufficientto overcomethe motion for summary
judgment on the copyright infgement claimthe court does not believéhat a reasonable
factfinder could conclude “with convincing clarityhat anySBG misrepresentation was made
for the purpose of defraudirige counterclaimant®r that Schreiber was justified in her reliance
Anderson 477 U.S. at 252. Ae counter-defendarnitsnotion for summary judgment as the

fraudulent inducement claimill be granted"

M At the June 21 hearing, the defendaatsed the possibility dfaud by omission. Maryland recognizesause of
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c. Unfair competition

The Maryland tort of unfair competition is related to the tort of fraudulent inducement
but “is a moe flexible cause of actionCore Commc’ns, Inc. v. Verizénd. LLC, 744 F.3d 310,
324 (4th Cir. 2014)internal quotation and alternation omitteét) is aimed at “prevefing]
dealings based on deceit and dishonéstgd provides a cause of action for “damaging or
jeopardizing anothé&s business by fraud, deceit, trickery or unfair methods of any sort.”
Baltimore Bedding Corp.34 A.2d at 342Whether a defenddstactions amount to unfair
competition depends on the particular facts of the ¢ds&here are no specific elements to the
tort; rather, felach case isa law unto itself, subject, only, to the general principle that all
dealings must be done on the basis of common honesty and fairness, without taint of fraud or
deception.’ld. The tort must be proved by a preponderance of the evid8eetockwood v.
Friendship Club95 F. Supp. 614, 619 (D. Md. 1951).

Given the flexibility of thecause of actionand the fact that the counterclaimants do not
have to allege justifiable reliaain order to make out a claim of unfair competitidine court
cannot say that, drawing all inferences in favor of CB, a reasonable jury couidchtitat SBG
used “unfair methods of any sort” in its communications with Schreiber regalftentyle
Guide and potential group deal. Accordingly, the court will deny SBG’s motion for smynm

judgment on the counterclaimants’ unfair competition claim.

action based on fraudulent concealment of material.f&ets Hill v. Brush Eng’red Materials, In@83 F. Supp. 2d
814, 820 (D. Md. 2005)Generally,concealment constitutes fraud only if there is a duty of discloS@®impala
Platinum Ltd. v. Impala Sales (U.S.A.), In889 A.2d 887 903 (Md. 1978. “Even in the absence of a duty of
disclosure, however, “one who suppresses or conceals facts which materially qualify reptEsentamade to
another may be guilty of fraudFinch v. Hughes Aircraft Cp469 A.2d 867, 89XMd. Ct. Spec. Appl984)
(affirming and adopting as its own the lower court’s opinioAjthough the evidence may better support a claim
based on the contention tHavingston intentionallywithheld material information fromc®reiber, rather than one
alleging thatSBGintentionally made affirmativéalse representatigiio CB, the defendants did not plead fraudulent
concealment. Even assuming they cod&monstrateby clear and convincing evidendbat SBG or Livingston
fraudulently concealed a material fabbwever,the defendantsvould still have ¢ show justifiable relianceSee
Hill, 383 F. Supp. 2d at 820.
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d. Damages

The counterclaimants allege thtae unfair competition claim entitles them to the $2.3
million in income they would have earned through a consulting agreewitanandthe sale of
products to,ithe forty SBG affiliatesover three years, and punitive damages of at least $4.6
million. (First. Am. Countercl. Y 57, 58.) The courdefendants’ motion for tsnmary
judgmenton these claimsvill be denied aso the defendantdbst profits, and granted as to the
request for punitive damages.

I.  Lost Profits

In their amended counterclaims, the defendants argue that they are entitled to “actual,
compensatory and punitive damages,” including $2.3 million in lost incqfiest Am.
Countercl. 14 § 7.Yo be recoverable, “damages must be reasonably certain and not based o
speculative, remote, or uncertain figure3iérker v. Eagle Nat’l Bank888 F. Supp. 2d 645, 658
(D. Md. 2012) footnote omitted) (citation omittedHowever, CB and Schreiber afaot
required to prove the amount fpheir] damages with mathematical precision; ratltey are]
only required to produce sufficient facts and circumstances that would petnait af fact to
make an intelligent and reasonable estimafethe amount. Multi-Channel TV Cable Co. v.
Charlottesvile Quality Cable Corp.65 F.3d 1113, 11225 (4th Cir. 1995 emphasis omitted)
(citatiors omitted.

The countedefendants argue that the claim for lost profits is speculative and, tleerefor
not recoverable. (Mot. Summ. J. Mem. Law48.) As explaired earlier in this memorandum,
however, there may be some lost profits thet counterclaimantesan prove with reasonable
certainty, even ithose damages dwt reachthe $2.3 million that CBestimats. Accordingly,

the motion for summary judgment as to CB’s lost profits will be denied.
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ii.  Punitive Damages

Under Maryland law, punitive damages may only be awarded when a plaintiff has
demonstrated by clear and convincing evidence that a defendant has actethciviti
malice.”™? Darcars Motors of Silver Spring, Inc. v. BorzyB41 A.2d 828, 837 (Md. 2004).
Actual maliceis defined as'conduct of the defendant characterized by evil motive, intent to
injure, ill will, or fraud” Id. (citation omitted).A “reckless disregardor the truti does not
support punitive damagedsl. (citation omitted).

Based on the record discussed above, CB and Schreiber cannotbghdear and
convincing evidence “actual malice” on the part of Livingston, Dinges, or SBG. Acgbrdin
theyare not entitled tpunitive damages for any unfair competition, and the cowtgimdants’
motion for summary judgment asttmat claimwill be granted.

CONCLUSION

For the reasons stated above, this court will grant in part and deny in peoutiter-

defendantsmotion for summary judgment. It will deny as moot the defendants’ motion for leave

to file a surreply. Thelefendants’ motion to seal will be granted. A separate order follows.

June 29, 2016 s/
Date Catherine C. Blake
United States District Judge

2 punitive damages must be supported by an award of compensatmygeta even if only in a nominal amount.
SeeShabazz v. Bob Evans Farms, Ji881 A.2d 12121236 (Md.Ct. Spec. App2005).
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