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UNITED STATES DISTRICT COURT
DISTRICT OF MARYLAND

Chambers of 101 West Lombard Street
GEORGE L. RUSSELL, I11 Baltimore, Maryland 21201
United States Districiudge 410962-4055
May 16, 2016
MEMORANDUM TO PARTIESRE: The Harry and Jeanette Weinberg Foundation Mnc.

St. Marks Avenue, LLCet al.
Civil Action No. GLR-15-3525

DearParties

Pending before the Court are Defendants’, St. Marks Avenue, LLC and WHainey
(collectively “St. Maks”), Motion b Dismiss Complaint (ECF No. &ndPlaintiff's, The Harry and
Jeanette Weinberg Foundation, Inc. (the “Foundatidvid}jons for Default JudgmeECF Nos. 14, 15,

16, 17) The Court, having reviewed tivotionsand supporting documents, finds no hearing necessary
pursuant to Local Rule 105.6 (D.Md. 2014). For the reasons outlined lb®®@purt will deny St.
Markss Motion in part and stay it in part and deny the Foundation’s Motions without prejudice

The Foundation is a private Maayld organization that provides grants to organizationsfieat
direct services to disadvantaged and vulnerable individuals in Marylandoaitiwde. On February 7,
1996, the Foundation entered into an agreement with the Communities Z8chémilmproe Life
("COIL") to develop property located at 1200 West Baltimore Street, Baltimore, Mar{tlaad
“Propeaty”). The Foundation granteddL $675,000, which was thirty percent of the overall $2,268,000
cost to develop the Properiyhe ggreement requirgbat (1) onceCOIL completedhe development of
the Property, the Property could only be used as an adult educationprentding programs and
services for illiterate adults (the “Project{2) COIL had to operate as a +iot-profit corporation witin
the Property, and (3) COIL could not sell or transfer the@tpwithout the Foundation’s prior consent.
Also, the greement granted COIL the right to display “The Harry & Jeane¢iabérg”(the “display”)
on the Property upon complen of construabn. Lastly, the agreement stated that if COIL dissolved or
sold the Property with the Foundation’s consent, the Property and all funds not yet speRtrojette
were to be distributed to a nfair-profit entity with a similar purpose or placed in astr

On April 3, 2013, COIL sold the Property to St. Marks, a New York company, for $Q@m0,
without the Foundation’s consen®n November 13, 2014, the Foundation sent a lettBetendant
StacySmith, the Chief Executive Officer and registered &géOIL, and Defendant Spivey, the sole
member of St. Markstatingthat it was ceasing any further engagement with COIL and requesting the
display beremovedrom the exterior of the property. St. Mark’s registered agent offered to estimev
displayif the Foundation paid St. Marks $50,000.

On November 19, 2015, the Foundation filed a Complaint allegatgm for false endorsement
in violation of Section 43(a) of the Lanham Act, 15 U.§$A125(a) (2012) (Count l); breach of contract
(Count II);civil conspiracy (Count Ill); and accounting as to COIL and Smith (Cadnt(ECF No. 1).
On February 4, 2016, St. Marks filed a Motion to Dismiss. (ECF No. 8). Gm&y 16, 2016, the
Foundation filed an Opposition to the Motion to Dismiss. (ECF No. ©).March 11, 2016, the
Foundation filed Motions for Default Judgment asDiefendants Delores A. Lor@oleman, Paul
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Archibald, Smith, and COIL. (ECF Nos. 14, 15, 16, 17). On March 29, 2016, Sntla filotion to
Dismiss Default Judgment (ECFoN19), which the Court will construe as an opposition. On April 11,
2016, theFoundation filed a Reply to Smith’s opposition. (ECF No. 20).

M otion to Dismiss®

A complaint fails to state a claim if it does not contain “a short and plain statentkeatabdim
showing that the pleader is entitled to relief,” Fed.R.Civ.P. 8)a)¢ does not state “a plausible claim for
relief.” Ashcroft v. Igbal556 U.S. 662, 67€2009) (citingBell Atl. Corp. v. Twombly 550 U.S. 544,
555 (2007)).A claim has facigplausibility when the plaintiff pleads factual content that allowesctiurt
to draw the reasonable inference that the defendant is liablefmisbonduct allegedd. at 678(citing
Twombly, 550 U.S. at 555).Threadbare recitals of the elementaaause of action, supported by mere
conclusory statements, do not sufficed” (citing Twombly, 550 U.S. at 555). Though the plaintiff is not
required to forecast evidence to prove the elements of the claiogitiplaint must allege sufficient facts
to establish each elemertoss v. Bank of Am., N.A917 F.Supp.2d 445, 449 (D.Md. 2013) (quoting
Walters v. McMahen684 F.3d 435, 439 (4th Cir. 2012)), aff'd sub nd@oss v. Bank of Am., NA546
F.App’x 165 (4th Cir. 2013). In consideringraderaRuleof Civil Procedurel2(b)(6) motion, the court
must construe the complaint in the light most favorable to thetifiiaiead the complaint as a whole, and
take the facts asserted therein as t&eeHarrison v. Westinghouse Savannah River Co., 176 F.3d 776,
783 (4th Cir. 1999) (citinglylan Labs., Inc. v. Matkayi7 F.3d 1130, 1134 (4th Cir. 1993)).

First, St. Marks argues the Foundation fails to allege a false endorseaienbetause the
Foundation consented to use of the display on the Projpetlye agreementSection 43(a) of the
Lanham Act provides that:

[a]ny person who, or in connecti@nth any goods or services uses in
commerce any word, term [or] name ... or any false designatmnigin
...which . . is likely to cause cdnsion, or cause mistake, or to deceive

as to the affiliation, connection or association of such person with
another person, or as to the origin, sponsorship, or approval of his or her
goods, services, or commercial activities by another persa@hallbe
liable. . ..

! Generally, “a court may not consider extrinsic evidence at the(62@ixge.”Chesapeake Bay
Found., Inc. vSeverstal Sparrows Point, L|.Z94 F.Supp.2d 602, 611 (D.Md. 2011). If, however, “a
defendant attaches a document to its motion to dismiss, ‘a coucomsiger it in determining whether to
dismiss the complaint [if] it was integral to and explicitlyedlon in the complaint and the plaintiffs do
not challenge its authenticity.”ld. (alterations in original) (quotindm. Chiropractic Ass’n, Inc. v.
Trigon Healthcare In¢367 F.3d 212, 234 (4th Cir. 20043ge alsdsasner v. Cty. of Dinwiddiel62
F.R.D. 280, 282 (E.D.Va. 1995) (“Finding the great weight of authority persuasivEahisholds that
when a plaintiff fails to introduce a pertinent document as parsaidmplaint, the defendant may attach
the document to a motion to dismiss the camland the Court may consider the same without
converting the motion to one for summary judgmentBgcause the letter attached to the Motion is not
integral or explicitly relied on in the Complaint, the Court will not consider it and wiltotertthe
Motion to one for summary judgment.
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15 U.S.C. § 1125(a)(1)(A).

“Courts have recognized a § 43(a) injury ‘where the plaintiffshames were used in such a way
as to deceive the public into believing that they endorsed, sponsored, or apprdwvedeafehdant’s
prodwt.” Comins v. Discovery Commgs, Inc., 200 F.Supp.2d 512, 522 (D.Md. 2002) (quoting
Advanced Res. Int'l, Inc. v. Ti$tar Petroleum Cp4 F.3d 327, 334 (4th Cir. 1993)False endorsement
ocaurs when a person’s [or compas)identity is connectedithh a product or service in such a way that
consumers are likelto be misled about the person’s [or company’s] sponsorship or approval of the
product or service.”AvePoint, Inc. v. Power Tools, Inc., 981 F.Supp.2d 496, 517 (W.D.Va. 2013)
(quotingMarenont v. Susan Fredman Designgaritd., 772 F.Supp.2d 967, 971 (N.D.I#011). To
prove a claim for false endorsement, the plaintiff nalsb demonstrate “the likelihood of consumer
confusion as to the origin, approval or endorsement of the prodDoiriing 200 F.Supp.2d at 522.

The Foundatiosufficientlyalleges St. Marks’s continued use of the display on the Propdirty wi
cause confusion because the public will mistakenly believe the Foundationesn@biglarks Though
the agreemerdtates the idplay shall be prominently and permanently displayed on the Prdp&Ey
No. 1-1), St. Marks is not a party to the agreement. To the extent St. Marks dngusshirdparty
beneficiary to the agreement, “[a]n individual is a thpatty beneficiaryo a contract if the contract was
intended for his or her benefit and it clearly appears that the parties intended tozebag or her as
the primary party in interest and as privy to the promi§€#*RSC Tower |, LLC v. RSC Tower |, LLC
56 A.3d 170212 (Md. 2012) (quotin@20 W. Fayette St., LLLP v. Mayor of Balt3 A.3d 355, 368
(Md. 2012)). Upon consideration of the agreement, the @oesg not findhat the Foundation and COIL
clealy intended to confer a direct benefit to St. Marks. TherCtherefore, concludes St. Marks cannot
benefit from the terms of the agreeme®eed. (“It is not enough that the contracérely operates to an
individual’s benefit: An incidental beneficiary acquires by virtue of the promise no rigimsadjae
promisor or the promisee(quoting120 W. Fayette St43 A.3d at 368)).

St. Marks further argues the Foundation’s false endorsement claim is moot gicadaeks
offered a settlememdlowing the Foundation to remove the displgA]n unaccepted séément offer or
offer of judgment does not moot a plaintiff's cas€dmpbeHlEwald Co. v. Gomez, 136 S.Ct. 663, 672
(2016). Because the Foundation has not acc&itddarkss settlement offer, the Court finds the claim
is not moot and this Court retains jurisdiction to adjudicatekhien® As such, the Court will deny St
Mark’s Motion as to Count .

2 St. Marks also argues the Court should not retain jurisdiction over the Foundstite’aw
claims. Pursuant to 28 U.S.C. § 13674@0)12) “in any civil action of which the district courts have
original jurisdiction, the district courts shall have supplementaldigtisn over all other claims that are
so related to claims in the action within such original jurisdiction that they forroftlie same case or
controversy under Atrticle Il of the United Stat€enstitution.” Becausethe Court has original
jurisdiction over the Foundation’s false endorsement claim under 28 U.S.C. § 1331 and thevstate la
claimsform part of the same case, the Court will exercise supplemental jurischetorthe state law
claims at this stage of the litigation.

3The Court will also deny the Motion as to the Foundation’s breach tsicbalaim because it is
clear that claim was not alleged against St. Marks as St. Marks is not a party tieé&mneesx.
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Next, St. Marks argudle Foundation fails to allege a civil conspiracy claim. “Civil conspiracy
requires ‘(1) a confederation of two or moreguars by agreement or understanding; (2) some unlawful
or tortious act done in furtherance of the conspiracy or use of unlamfutious means to accomplish an
act not itself illegal; and (3) actual legal damage resulting to the plainti@réat Am. hs. Co. v.
Nextday Network Hardware Corf.3 F.Supp.3d 636, 643 (D.Md. 2014uotingLloyd v. Gen. Motors
Corp, 916 A.2d 257, 284 (Md. 2007)). “A civil conspiracy can be establishadférences drawn from
the rature of the acts complained tife individual and collective interests of the alleged conspgahe
situation and relation of the parties, their motives and all the surroundingistiances preceding and
attending the culmination of the common desigmd? (quotingDaugherty v. KessleP86 A.2d 95, 101
(Md. 1972)).

The agreement states COIL could not sell or transfer the Byeytdroutthe Foundation’s prior
consent and COIL sold the Propertythe proceeds of the salere to be distributed to a rfatr-profit
entity with apurpcsesimilar to COIL’sor placed in a trustThe Foundation allegg€30OIL entered into a
conspiracy with St. Marks to unlawfullyreach the agreement abdnefit from selling the Property
without the Foundation’s conserft. Marks argues the term requirithg Foundation’s consent of the
sale isanunreasonable restraint on alienation and unenforceable and, therefamegit lse held liable
for allegedly conspiring to breach the term. “The need to obtain the prior cofiserther is a text
book examp# of an unreasonable restraint on alienatidfvifliams v. First Fed. Sav. & Loan Assbf
Arlington, 651 F.2d 910, 925 (4th Cir. 1981).

The Foundation argues, however, the agreement creates areahfe charitable trust which may
include such a restrati SeeLong Green Valley Ass'n v. Bellevale Farms, |nd6 A.3d 473, 489
(Md.Ct.Spec.App. 2012) (“Aharitabldrust is a fiduciary relationship with respect to propersigias
a result of a manifestation of an intention to create it, and subj¢cémerson by whom the property is
held to equitable duties to deal with the property for a charitable putgqaotingRosser v. Pren#49
A.2d 461 (Md.Ct.Spec.App. 1982¥ee als@onvention of Protestant Episcopal Church of the Diocese
of Washv. PNC Bank, N.A, 802 F.Supp.2d 664, 670 (D.Md. 2011) (implying the validity of charitable
trust’s prohibition against alienatiogirkland v. MercantileSafe Deposit & Trust Co. of Bali45 A.2d
230, 233 (1958) (implying a restraint on alienation in sttnuay be permitted to protect the beneficiaries
of the trust).

The Court must determine whether the term in the agreesramfoirceable before it can conclude
whether the Foundation has sufficiently pled a civil conspiracy @dgemmst St. Marks. Theourt will,
therefore, direct the parties to brief this issue according to the followindidehe

Defendants’ Brief May 26, 2016
Plaintiff's Response June 9, 2016
Defendants’ Reply June 16, 2016

Motions for Default Judgment

Rule 55 proides forentering a default andiefault judgment. Rule 55(a) states that “[w]hen a
party against whom a judgment for affirmative relief is sought hasifiilelead or otherwise defend,
and that failure is shown by affidavit or otherwise, the clerk must entgratigs default.” Default
judgments are governed by Rule 55(b). In considering a motion faidtjetlgment, the court accepts as
true the welpleaded factual allegations in the complaint as to liabi#eRyan v. Homecomings Fin.
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Network 253 F.3d 778, 780 (4th Cir. 2001). The court, however, must determine whether the
unchallenged factual allegations constitute a legitimate cause of aSéefd.

The Foundation’s Motions for Default Judgment as to Sfriithng-Coleman, and Archibald
appeara seek restitution damages and accounting for the alleged breach oettveagp: Rule 54(b)
states “when multiple parties are involved [in an action], thetcoay direct entry of a final judgment as
to one or more, but fewer than all, claims or pantiBly if the court expressly determines that there is no
just reason for delay.” The Rule “authorizes a delay in enjudgiment for the ‘just reason’ of avoiding
‘logically inconsistent judgments in the same actiorVitk v. Wong, 263 F.R.D. 325, 23(E.D.Va.
2009) (quoting Phoenix Renovation Corp. v. Gulf Coast Software,118¢.F.R.D. 580, 582 (E.D.Va.
2000)). “A default judgment should not produce ‘logically inconsistent judgmenitkimgsfrom an
answering defendant’s success on the merdsaaother defendant’s suffering of a default judgment.”™
Choice Hotels Int'l, Inc. v. Atl. Hotel Mgmt., IncNo. GJH15-0888, 2016 WL 738691, at *2 (D.Md.
Feb. 22, 2016) (quotindefferson v. Briner, Inc461 F.Supp.2d 430, 434 (E.D.Va. 2006)).

Becauseghe Court cannot determine whether the term requiring the Foundation’s consent of t
sale is enforceable at this time, resolving the Motions for Default Jeriigmay yield logically
inconsistent judgments in this action. The Court, therefore, finds just reasonytemtejaof default
judgment as to Smith, Lorgoleman, and Archibald and will deny the Motions for Default Judgment
without prejudice’

* On November 24, 2015The Foundation served Smith by leaving a copy of the Summons and
Complaint at her home with someone of suitable age and discrétmresides there, Ronald Herman
(ECF No. 5). Smith argues Herman does not reside at her home and, therefors, rsbtefiectively
served. “A proper return of servicepsma facieevidence of valid service of process” and “a mere
denial of service is not sufficient” to rebut the presumption of validifilson v. Md. Dep’t of Env't, 92
A.3d 579, 587 (Md.Ct.Spec.App. 20) (citingPickett v. Sears, Roebuck & C@75 A.2d 1218, 1227
(Md. 2001));accordTrademark Remodeling, Inc. v. Rhin@83 F.Supp.2d 532, 541 (D.Md. 2012). The
denial must be supported by “corroborative evidence by independent, disatdevéaesses Wilson,

92 A.3dat 587 (quotingAshe v. Spear84 A.2d 207, 210 (Md. 1971)3eeAshe 284 A.2d at 210
(citing Sarlouis v. Firemen'’s Ins. Co., 45 Md. 241, 244 (1876)]tle affirmative testimony of the
official process server acting in the regulantine of duty without a motive to misrepresent must be
preferred to the negative evidence of one claiming not to have been séhardpe reasons of public
policy or as a matter of probability.”).

The Foundation filed the process server’s stateafémhed under the penalties of perjury. (ECF
No. 5). The Court finds that Smith’s uncorroborated denial of service isuffitient to rebut the
presumption of validity. As such, the Foundation’s service on Smith is valid ar@ahit has personal
jurisdiction over Smith.

®The Foundation also filed a Motion for Default Judgment as to COIL, though it is not a named
Defendant in this matter. In the Complaint, the Foundation alleges COIL’s atepbrarter has been
forfeited, and Smith, Lon@€oleman and Archibald and Defendants Robert Lee and Michele Gibson
became the trustees of COIL’s assets. While Maryland law is clear that aetbderporation, like
COIL, lacks any capacity to be suedeMd.Code Ann., Corps. & Ass’ns 853 (West 2016), ryland
law is equally clear that directors or trustees can be sued in their ovas,nairin the name of the
corporation, for claims related to the winding up of corporate affede§ 3-515(c)(3). Because the
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For the foregoing reasornSt. Markss Motion to Dismiss(ECF No.8) is DENIED in part and
STAYED in pat. The Foundatiots Motions for Default Judgmeias to Smith, LongColeman, and
Archibald (ECF Nos. 14, 15, 1&reDENIED WITHOUT PREJUDICE The Foundation’s Motion for
Default Judgment as to COIL (ECF No. 17) is DENIEBmith’s Motion to Dismiss DefauJudgment
(ECF No. 19), construed as an opposition, is DENIEBspite the informal nature of timeemorandum
it shall constitute an Order of this Court. The Cleriisctedto dockethe Orderaccordinglyandmail a
copy toSmithat her address ofecord

Very truly yours,

Is/

George L. Russell, i
United States District Judge

Foundation has not added COIL as a party and cannot proceed directit &g2ilL, the Court will deny
the Foundation’s Motion for Default Judgment as to COIL.
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