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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF TENNESSEE
AT CHATTANOOGA
ROBERT H. YOE, lll,et al,
Plaintiffs, CaseNo. 1:15-cv-3-SKL

V.

CRESCENT SOCK COMPANYet al,

N e e e

Defendants.

MEMORANDUM AND ORDER ON RECONSIDERATION
AND SCHEDULING ORDER

Before the Court is a motion for revision with an accompanying memorandum filed by
Plaintiff Yoe Enterprises Incorporated (“YEYpursuant to Federal Ruté Civil Procedure 54(b)
[Docs. 458 & 459]. In the motion, YEI seeksrevision of the Court’'s November 14, 2017,
memorandum and order granting in part De&erntd’ motion for summary judgment and denying
Plaintiffs’ motion for summary judgment [Doc. 453]. Crescent filed a response in opposition to
the motion for revision [Doc. 463], and YEI filedeply [Doc. 464]. This matter is now ripe.

For the reasons stated®®, YEI's motion will beGRANTED IN PART and DENIED
IN PART. The Court’s previous sumary judgment order will beACATED IN PART to the
extent it dismissed Plaintiffs’ claims arisiadter April 22, 2015, and to the extent it dismissed

Plaintiffs’ trade secret clainend Defendants’ trade secret carotaims. The post-April 22, 2015

1 Plaintiff Robert H. Yoe, lll (“Yoe”) and YElare collectively referredo as “Plaintiffs.”
Defendants Crescent Sock Company (“Crescefittyni Wool, LLC (“*Omni Wool”), Catherine

Burn Allen (“Allen”), and Sandra Burn &d (“Boyd”) are collectiely referred to as
“Defendants.”
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claims and the trade secret claims will REINSTATED. Further, the Court will set a new
schedule, including a stat conference.
l. BACKGROUND

As detailed in many prior filings, this caaeises out of a soured business relationship
between Defendants and PlaintiffiSrescent is a sock manufacturing company. Plaintiff Yoe was
hired in 2000 to serve as Chief Executive Offieerd Chief Financial Officer of Crescent.
Defendants Allen and Boyd are pawtners of Crescent, and hawerked there throughout their
adult lives? They are members of the Burn faynitvhich has owned and controlled Crescent
since it began operations in the early 1900s.e ¥ans YEI, which holdtellectual property
rights to sock brands develapby Yoe and manufactured by Ceeat during Yoe’s employment
at Crescent, including the FITS and Gafmats brands at issue in this case.

In September 2012, Crescent and YEI entered into an agreement (the “Business
Agreement”) which memorialized prior agreensemand the parties’ business relationship in
relevant part as follows:

1. Ownership of Intellectual PropertyAny and all new brands, and other

intellectual property relating to such nevands, that are developed, registered,
trademarked, invented, started, conceige designed by Crescent, Yoe and/or

YEI from January 1, 2009 through the temation of Yoe’s employment with
Crescent (‘the Intellectual Propertghall be 100% owned by YEI. . . .

2. Royalties as to “Fits” and “Jack’s” Brands. Crescent shall pay royalty payments
to YEI relative to the “Fits” brand... [at a rate of $1.00 in 2013 and 2014, and
beginning in 2015 and each ydhereafter at a ratd]d’5% of Net Sales”; and

2 Defendant Omni Wool is a company that appéaitse owned by or affiliated with Defendants.

Plaintiffs allege in this case that Omniodl and/or Crescent have wrongfully used YEI's
intellectual property (spdiacally related to FITS socks) tereate and sell socks under the brand
names “Omni Wool Tactical” and “Hiwasseea@liing Company.” [Doc. 201 at Page ID # 2894-
97].



3. Licensing. On or before 1 year aftee #txecution of [the Business Agreement],
YEI and Crescent will enter into an agreement for
licensing/manufacturing/sourcing relative the Intellectual Property which
includes terms and conditions simildo the LIG contract [and which
incorporates the royalty payment schedule].

[Business Agreement, Doc. 24-3, at Page ID # 110-11]. The Business Agreement is also at least
part of the parties’ licensing agreement, althotighparties dispute whedr there are additional
terms to the licensing agreement not expyessitten in the Business Agreement.

Yoe and five other Crescent employees whaoked with the FITS brand were fired by
Crescent on September 4, 2013. The day be@mescent had filed a lawsuit in the McMinn
County, Tennessee, Chancery Caftine “Chancery Court Case”yeeking a declaration that
certain employment contracts between Yoe am$€ant (which provided for, among other things,

a $2 million severance payment to Yoe upon termination without cause) and the Business
Agreement were void and unenforceable. Yael YEI filed counterclaims and amended
counterclaims in the Chancery Court Case, allegmey; alia, that Crescent breached the Business
Agreement with YEI, and that:

22. Upon information and belief, since terminating Mr. Yoe,

Crescent has eliminated certalBKUs of FITS® product[s],

changed the names of certain FITS® products, changed the

packaging of products, ceased msé and development of the

FITS® products, is failing to ugere-existing marketing practices

including but not limited to presison terms and conditions, sales

collateral, and other sales suppdstfailing to maintain the proper

levels of FITS® product[s] in theetail stores and proper inventory

levels at Crescent, and is representing that Crescent is the owner of

the FITS® brand. Each of these actions is causing irreparable

damages to the FITS® bran[d] to Yoe Enterprises as owner of the

FITS® brand and to Mr. Yoe as the CEO of Yoe Enterprises.
[SeeDoc. 453 at Page ID # 15551-52; Doc. 24-4 at Page ID # 221]. Plaintiffs also obtained an

injunction that provide, in relevant part:



It appearing to the Court that tpearties to this cae have agreed

on the terms of the Temporaryjunction, that because of the
uniqueness of the brand of sock lwmas FITS®, and because the
value of this brand of sock may bempromised and/or lost if this

injunction is not grated, it is hereby:

ORDERED, ADJUDGED AND DECREED that:

1. Crescent Sock Company, its agents, employees,
successors, officers and directorg] ail other persons in concert or
participation with such entitiegre enjoined from marketing the
FITS® brand products . . . unless each and every product has been
manufactured using the proper tergals, proper packaging, proper
technology for manufacturingFITS®, proper manufacturing
processes, and using all of tkame specifications required to
manufacture FITS® that were place as of August 15, 2013 and
using all of the same specificatioas required byhe patents held
by Yoe Enterprises.

2. Crescent Sock Company, its agents, employees,
successors, attorneys, officers anectiors and all other entities in
active concert or participation ithh such entities, are hereby
enjoined and required to fulfill any and all orders for FITS® and
Jacks® products in a timely aagpropriate manner, all as required
by orders for such products, to thetent that said orders do not
exceed the operating capacity thie Company as it existed on
September 4, 2013, using the cotreand proper materials,
packaging, technology, mamadturing specifications and
specifications as set forth aboveurther, the Company shall use its
best faith efforts to maintain adesie levels of inventory and yarn
on order and on hand to fulfill such orders. . ..

[Doc. 24-7 at Page ID # 272-73].

The Court detailed the histy of the Chancery Court Caseits summary judgment order
[Doc. 453 at Page ID 15547-56] andll not repeat it herein. Ithat summary judgment order,
the Court denied Defendants’ motion for sumynadgment on a number of issues, but granted

summary judgment to Defendants on all Plaintiffaims that related specifically and exclusively



to Defendants’ production of the FITS brand socks (the “FITS Cld)rfi@bc. 453 at Page ID #
15571]. The Court concluded that in light oéthature of the amended counterclaims and the
injunction in the Chancery Court Case, the FITS Claims were barred in this case by application of
res judicata. As Plaintiffs’ motion for partisummary judgment refed only to their FITS
trademark claims, the Court also denied Pldsitihotion on the grounds that such claims were
barred by res judicata. The Court additionglignted summary judgment to Defendants Boyd
and Allen on Plaintiffs’ Count XIII (Boyd and lken’s inducement of brea of the Business
Agreement) on res judicata grounds. This Courss part of the FITS Claims, but the Court
addressed it separately in the summary judgment order. The Court will refer to it as being part of
the FITS Claims in this Order, excephere necessary to address it separately.

Finally, there are FITS-only tracsecret claims. The Courtltiéhat Count VII (injunctive
relief — trade secrets), which concerned only FITS, was barred by res judicata. The Court found
that the declaratory relid?laintiffs seek in Counts VI (decktory judgment — trade secrets) and
XVI (trade secret misappropriation and unfe@mpetition — Omni Wool Tactical and Hiwassee
Trading Company Socks), was moot to the extardricerned trade secretsthelate only to FITS
socks [Doc. 453 at Page ID # 15571]o the extent Plaintiffs seakonetary damages, costs or
fees concerning Defendants’ alleged use or mistidee FITS-only trade secrets in Counts VI and
XVI, the Court found that res judicata applied.eT@ourt will address the FITS-only trade secret

claims separately in this order.

3“FITS Claims” include Counts | (trademark infringement against Crescent), Count Il (trademark
infringement against Boyd and Allen), Count Vofation of the Lanham Act), Count VIII (unfair
or deceptive trade practices undennessee Code Annotated 8184101 et seq.), Count X (unfair
competition), and Count Xl (breach thfe license agreement) to tetent these claims relate to
FITS socks only but not to the extent these clagtete to Game Knits or the Omni Wool Tactical
and Hiwassee Trading Company claims.
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I. STANDARDS
A. Federal Rule of Civil Procedure 54(b)
In the instant motion, Plaintiffs ask the Caarteconsider and revise its decision regarding
res judicata pursuant to Federal Rul&€ofil Procedure 54(b), which provides:
[A]ny order or othedecision, however desigteal, that adjudicates
fewer than all the claims or the righand liabilities of fewer than all
the parties does not end the action as to any of the claims or parties
and may be revised at any time before the entry of a judgment
adjudicating all the claims and alktiparties’ rightsand liabilities.
“District courts have ahority under both common law and R&k(b) to reconsider interlocutory
orders and to reopen any part of aecagefore entry of final judgment.’Rodriguez v. Tenn.
Laborers Health & Welfare Fund9 Fed. App’x 949, 959 (6th Ci2004) (citation omitted).
“Traditionally, courts will find justification for @considering interlocutory orders when there is
(1) an intervening change of controlling law; (8w evidence available; or (3) a need to correct
a clear error or prevemtanifest injustice.”ld. (citation omitted). The standard “obviously vests
significant discretion in district courtsid. at 959 n.7, and “allows districourts to afford such
relief from interlocutory ordes as justice requires.1d. (internal brackets, quotation marks and
citations omitted). Nevertheless, motions toorssider should be “used sparingly and in rare
circumstances.”Grogg v. Clark No. 2:15-CV-298-JRG-MCLC2016 WL 1394534, at *1 (E.D.
Tenn. Apr. 7, 2016).
B. Summary Judgment
Summary judgment is mandatowhere “there is no genuine dispute as to any material
fact” and the moving party “is entitled to judgmentaamatter of law.” Fed. R. Civ. P. 56(a). A

“material” fact is one thanatters—i.e., a fact that, if found to be true, might “affect the outcome”

of the litigation. Anderson v. Liberty Lobby, Inc477 U.S. 242, 248 (1986). The applicable



substantive law provides the frame of refeeet@ determine which facts are materiddl. A
“genuine” dispute exists with respect to atemal fact when thesvidence would enable a
reasonable jury to finfibr the non-moving partyld.; Jones v. Sandusky Cnty., Obd1 F. App’X
653, 659 (6th Cir. 2013)yat’l Satellite Sports, Inc. v. Eliadis In@253 F.3d 900, 907 (6th Cir.
2001). In determining whetherdaspute is “genuine,” the cducannot weigh the evidence or
determine the truth of grmatter in dispute Anderson477 U.S. at 249. Instead, the court must
view the facts and all inferences that can be driram those facts in the light most favorable to
the non-moving party.Matsushita Elec. Indus. Co. v. Zenith Radio Co4Y5 U.S. 574, 587
(1986);Nat’l Satellite Sports253 F.3d at 907.

The moving party bears the iiait burden of demonstrating no genuine issue of material
fact exists. Celotex Corp. v. Catretd77 U.S. 317, 323 (1986)pnes 541 F. App’x at 659. To
refute such a showing, the non-moving party nmuesent some significant, probative evidence
indicating the necessity of a trial forsaving a material, factual disput€elotex 477 U.S. at
323. A mere scintilla oévidence is not enoughAnderson477 U.S. at 252yicLean v. 988011
Ontario, Ltd, 224 F.3d 797, 800 (6th Cir. 2000). The couls is limited to determining whether
the case contains sufficient egitte from which a jury couleéasonably find for the non-moving
party. Anderson477 U.S. at 248, 249|at’l Satellite Sports253 F.3d at 907.

To defeat a plaintiff's claim using an affirmative defense such as res judicata on summary
judgment, a defendant must meet a “substantiagjizer hurdle” than botthe preponderance-of-
the-evidence standard a defendant would haweetet at trial and the typical summary-judgment
standard.Cockrel v. Shelby Ct. School Djs270 F.3d 1036, 1056 (6th C001). Only after a
moving defendant has discharged the initial bufgrroof “does the burden shift to the plaintiff

to show that summary judgment on dfirmative defense should be deniedByrne v. CSX



Transp., Inc. 541 F. App’x 672, 675 (6th Cir. 2013). rAoving defendant “must show that the
record contains evidence satisfyithe burden of persuasion andttthe evidence is so powerful
that no reasonable jury would be free to disbelieveld.”(quoting 11 James William Mooet
al., Moore’s Federal Practic&s 56.13[1], at 56—138 (3d ed. 2000)). The court “must view the
evidence and draw all inferences in the lighost favorable to #h nonmoving party, and
‘[slummary judgment in favor of thparty with the burden of persian . . . is inappropriate when
the evidence is susceptible of different interpretations or inferences by the trier of Aaoett v.
Myers 281 F.3d 552, 561 (6th Cir. 2002) (quotidgnt v. Cromartie 526 U.S. 541, 553 (1999))
(alterations in original).
. ANALYSIS

YEI contends that the Court edren finding the FITS Claims were part of the same series
of transactions, in terms of theubject matter, that were adjadied in the Chancery Court Case
[Doc. 459 at Page ID # 15617-19; Doc. 464 at RBge 15720-21]. YEI also contends that the
Court erred in dismissing on ragljcata grounds any claims that ar@dter entry of judgment in
the Chancery Court Case in December 2(QDéc. 459 at Page ID # 15606-17; Doc. 464 at Page

ID # 15713-29].

4 YEI argued in its opening brief that a brightdimule applied to bar any claims arising after
commencement of the Chancery Court Cas8eptember 3, 2013 [Doc. 459 at Page ID # 15603-
04, 15614]. On this issue in the reply brief, Y&adinly argues that its claims arising “after the
state court rendered its judgment on Decer@BeR014, or after its entry on December 29, 2014,
are not subject to res judicdt@Doc. 464 at Page ID # 15718ee also idat Page ID # 15722
(“[A]lny claims accruing after the trial court’s rendered judgment could not be barred .id. at);
Page ID # 15724 (“The language adoptebgech—that claim preclusion caextend only to the
facts in issue as they existatlithe time the judgment was renett—and its application, leads to
the most practical result.”)].



After careful consideration, the Court findsigcessary to revigae summary judgment
order. Plaintiffs’ FITS Claims, including anpducement of breach of contract claims against
Boyd and Allen, arising after entof the “Order Regarding Post Trial Motions” in the Chancery
Court Case on April 22, 2015, are hatrred by application of the doiwe of res judicata. Based
on YEI's representations concangithe FITS-only trade secrelaims (addressed below), the
Court finds that the FITS-only tragecret claims should be reinsthtn their entirety. The Court
further finds, however, that YEI has failed to shoear error in the Court’s conclusion that any
FITS Claim, including inducement of breachaointract claims agaih®8oyd and Allen, arising
on or before April 22, 2015, are barred. It is updted that Crescent stopped manufacturing FITS
socks on February 28, 2016 [Doc. 377-6 at Régg 10872]. As a result, the Court’s holding
reinstates Plaintiffs’ FITS Claims, including timelucement of breach of contract claims, arising
between April 22, 2015, and February 28, 2016. Ineobing this errg the Court notes that the
issue of when the continuing claims arose asgs entry of the Chaery Court Case “final
judgment” was only raised in passing, at besh@Plaintiffs’ response to Defendants’ motion for
summary judgment [Doc. 382 at Page ID # 10991-8jgardless, Rule tovides a vehicle for
correction.

A. ResJudicata

As the Court explained in the summary judgnrnorder, “[s]tate-court judgments are given
the same preclusive effect under thetdae of res judicata. . as they wouldeceive in courts of
the rendering state.Ohio ex rel. Boggs v. City of Clevelgréb5 F.3d 516, 519 (6th Cir. 2011).
“If an individual is precluded frorfitigating the suit in state couly the traditional principles of
res judicata, he is similarly precluded from litigating the suit in federal coud.”(internal

guotation marks and citations omitted). The Court must “look to the state’s law to assess the



preclusive effect it wouldteach to that judgment.’ld. (internal quotatiormarks and citations
omitted). While YEI suggests that federal lawres judicata should appig this case [Doc. 464
at Page ID # 15715-17], the Coig required to apply Tennesss law on res judicatdd. There
is some overlap, but also some significdistinctions, betwen the two.

In Tennessee, “[t]he doctriré res judicata or claim prechas bars a second suit between
the same parties or their privies on the same aldtinrespect to all issues which were, or could
have been, litigated in the former suitJackson v. Smifl887 S.W.3d 486, 491 (Tenn. 2012)
(citations omitted). “Res judicata acts as @aérof rest’ meant to promote finality, prevent
inconsistent or contradictoryiggments, conserve resources, gnevent vexatious lawsuits.”
Rainbow Ridge Resort, LLC v. BB&T C525 S.W.3d 252, 259 (Tenn..@tpp. 2016) (internal
guotation marks and citations omitted). Therefatg elements to resuglicata: (1) a previous
action before a court of competent jurisdiction,i{®plving the same parties or their privies, (3)
involving the same cause oftem, and (4) resulting infanal judgment on the meritdd. (internal
guotation marks and citations omittedY.he doctrine of res judicatanly requires that there be a
full and fair opportunityto litigate all issues arising out tfe claim, however, every applicable
issue need not be actually litigatedarder for res judicata to apply.Gerber v. Holcomp219
S.W.3d 914, 918 (Tenn. Ct. App. 2006)térnal quotation marks, citatigrend italics omitted).

Two suits are deemed the “same ‘cause tibacfor purposes of res judicata where they
arise out of the same transaction or a series of connected transad@iozesch v. Addingtqr281
S.W.3d 363, 381 (Tenn. 2009) (citatioomitted). “The doctrine afes judicata ‘extends only to
the facts in issue as they existed at the tiraegutigment was rendered, and does not prevent a re-

examination of the same question between the gmriees where in the interval the facts have
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changed or new facts have occurred which may théelegal rights or relations of the litigants.”
Id. (quotingBanks v. Banks/7 S.W.2d 74, 76 (Tenn. Ct. App. 1934)).

Plaintiffs argue that none of the FITS Claiars barred because the FITS Claims arose out
of a different series of transamts than the claims at issue in the Chancery Court Case, in the
sense that the subject matter of the claims is difter&hey also argue thatven if earlier FITS
Claims and inducement of breachcohtract claims are part of tsame series of transactions, no
claims based on Defendants’ gl continuing infringement amdher wrongful actions after the
chancery court “rendered” judgment on Decen®®r2014, can be barred. The Court will deal
with the subject matter arguments first, and taddress the point at which the chancery court’s
judgment became “final,” therefore criggt a preclusive effect.

B. Same Transaction or Occurrence -Subject Matter of Chancery Court Case

“[TJransaction’ for res judicata purposes intended to be analogous to the phrase
‘transaction or occurrence’ as usedha Federal Rules of Civil ProcedureCreech 281 S.W.3d
at 380 (citing,inter alia, Fed. R. Civ. P. 13(a)(1) (determining whether counterclaims are
compulsory)). Courts use a “logicrelationship test to determimdnether claims arise out of the
same transaction or series of transactidReberts v. VaughriNo. W2008-01126-COA-R3-CV,
2009 WL 1608981, at *7 (Tenn. Gipp. June 10, 2009) (quotirganders v. First Nat'l Bank &
Trust Co. in Great Ben®36 F.2d 273, 277 (6th Cir. 1991)).ndler this approach, courts are to
“look to the issues of law and facts raised by ¢t@@ms to see if they are largely the same.”
Suddarth v. Household Comm. Fin. Servs.,, INo. M2004-01664-COA-R3-CV, 2006 WL
334031, at *3-4 (Tenn. Ct. App. Feb. 13, 2006) (holdirag thaims are barred where “the former

action arose out of the same besis relationship between the [parties] at issue in the present
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action, and specifically out of the guaranty egnent sued on in the former action”) (citing
Sanders936 F.2d at 277).

The Court found that Plaintiffs’ FITS Claims meepart of the same 1ses of transactions
that were the subject #flaintiffs’ Chancery Court Case cdarclaims and the janction, that is,
claims arising from the disintegration of thetps’ business relationghi and the division and
protection of the FITS brand the wake of Yoe’s terminationdm Crescent. The FITS Claims
in the third amended complaint in this case areelsirif not entirely predicated on the idea that
after Yoe was fired, Crescent exercised contn@dr the FITS brand. This included making
changes to the design of FITS socks and theanding or marketingand representing that
Crescent was the owner of FITS, when the true owhéhe brand was actually YEI. Plaintiffs
claim this caused damage to Plaintiffs and ®lhand more generallyn previously dismissing
the FITS Claims on Defendants’ motion for summary judgment, the Court reasoned:

It is clear from Yoe and YEI's pleadings in the Chancery
Court Case, in particular thlEanuary 2014 amended counterclaim
and third-party complaint detailed above, that the allegedly
infringing/unfair conductwith respect to FITS was occurring or had
already occurred prior tilve expiration of the injunction. The Court
therefore rejects Yoe and YEl&haracterization of the Chancery
Court Case as having a “singulanurpose of “invalidat[ing] the
contracts that gave YEI ownerslupFITS and Bob Yoe a severance
package,” and as “dealling] wittmatters that existed before
September 3, 2013, when Crescent stieel” [Doc. 382 at Page ID
# 10990-91]. The existence of thgunction, which is by nature
forward looking, belies Yoe and YE characterization, as do the
allegations in Yoe and YEI's January 2014 amended
countercomplaint and third-pargpmplaint in the Chancery Court
Case:

22. Upon information and belief, since
terminating Mr. Yoe, Crescent has eliminated certain
SKUs of FITS® product[s], changed the names of
certain FITS® products, changed the packaging of
products, ceased research and development of the
FITS® products, is failing to use pre-existing

12



marketing practices ingtling but not limited to
preseason terms and conalits, sales collateral, and
other sales support, is failing to maintain the proper
levels of FITS® product[sin the retail stores and
proper inventory levels at Crescent, and is
representing that Crescent is the owner of the FITS®
brand. Each of these amtis is causing irreparable
damages to the FITS® bran[d] to Yoe Enterprises as
owner of the FITS® brandnd to Mr. Yoe as the
CEO of Yoe Enterprises.

[Doc. 24-4 at Page ID # 221]These assertions, along with the
injunction, effectively expanded tiseope of the lawsuit to include
events and interactions between the parties that occurred after the
filing of the initial chancery court complaint. The alleged acts of
infringement, unfair competition, etc. [asserted in the federal court
case], arise out of the same sepésransactions that necessitated
the injunction in the first placeence again, the disintegration of
the parties’ business relationshipdahe division and protection of

the FITS brand in the wake ®¥be’s termination from Crescent.

[Doc. 453 at Page ID # 15567-68]. These same allegations form the basis for Plaintiffs’ FITS

Claims in the third amended complaint [Doc. 20The following are relevant excerpts from the

third amended complaint:

Count | — Federal Trademark InfringemenCrescent: “Without authorization or
approval by YEI, [Crescent] has utilizéide marks in connection with goods and
products which have not been approv®d YEI. Such unauthorized conduct
includes, among other things, advertising, selling and marketing socks not
manufactured pursuant to YEI's specificats or quality standards with the YEI
Trademarks. In addition, Crescent hasduadvertising and other materials which
display the YEI Trademarks which have been approved or authorized by YELI.”
[Doc. 201 at Page ID # 2881].

Count Il — Federal Trademark Infringente— Individual Defendants: “The
individual Defendants havepersonally authorized nd/or taken part in the
infringing activities of Crescdrand/or have specificallgirected its employees to
do so. The individual Defendants are cerfitalres in the infringements who have
authorized and approved the activities @fescent described herein for their
personal gain.”ifl. at Page ID # 2882].

Count V — Violation of the Lanham Act5 U.S.C. § 1125(a): Crescent’s “actions
are designed to and are likely to confuse Ibsig@d others in the chain of marketing
and distribution into believing that th®goods are authorized by YEI, are of the

13



quality with which socks manufactured according to YEI's specifications are
associated, and to confuse potential buyers and others as to the sources and quality
of the goods.”if. at Page ID # 2884].

e Count VI — Declaratoryudgment — Trade SecretyT]he proprietary processes,
patterns, methods, and techniques develdyeYoe are tradsecrets belonging to
YEI. . . . Crescent has represented thatihs, controls, and Bahe right to use
without limitation YEI's trade secrets.id. at Page ID # 2884-85].

e Count VIl — Injunctive Relief — Trade Seats: “Crescent has misused YEI's trade
secrets, has used them without authaiernarom YEI, and has impermissibly used
them to manufacture socks not approved by YEI. The products Crescent has
impermissibly manufactured with the Tra8ecrets are inferior to authorized YEI
products and cause damage to YEI's brands. Crescent will continue to
impermissibly use the Trade Seesrenless enjoined by the Courtid.[at Page ID
# 2886-87].

e Count VIII — Unfair or Deceptive Bde Practices Under Tennessee Code
Annotated 8§ 47-18-101 et seq.: “Defendahtave . . . engaged in unfair and
deceptive acts and practices, including falsely passing off their goods as those
of YEI ... ."[id. at Page ID # 2888].

e Count X — Unfair Competition: “Because Crescent has used, without YEI's
authorization, its marks andmesented to the publicahFITS® . . . brand socks
are products consistent with the repuaatwhich the public ass@tes with YEI's
marks; and has sold inferior productsngs without authorization, YEI's marks;
and has used the YEI Trademarks with6kt’s authorization, it is competing and
has competed unfairly with YEI iviolation of Tennessee law.id| at Page ID #
2889].

e Count Xl — Breach of License Agreemef@rescent’s actions in terminating Mr.
Yoe, in failing to properly and prudently manufacture, market and promote the
FITS® brand under Mr. Yoe’s direction, in eliminating SKUs, changing the name
and packaging of FITS® products, ceasité@ D of the FITS® products, failing
to use pre-existing marketing practicapproved by YEI, and in marketing,
manufacturing and promoting the FITS®gucts in a manner unacceptable to and
unapproved by YEI, the owner of the FITS® brand, and the conduct listed in

® The Court notes that it dismissed Count Vlecratory Judgment — Trade Secrets as moot, and
found that any monetary damages Plaintiffs shwonder that count were barred by res judicata
[Doc. 453 at Page ID # 15571-72].
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Paragraphs 32 and 85&f this Complaint, constituta violation and breach of [the
Business Agreement and Yoe’s employment contracid].af Page ID # 2890].

e Count Xlll — Defendants Allen and Boyl'Inducement of Breach of Contract

(YEI): “Defendants directed and caused Ces¥ to file suit seeking to declare the

Business Agreement void as to Mr. Yoe and YEI and to exercise complete and

deliberate control over the YEI brands dhe Intellectual Property. . . . Defendant

Allen and Boyd'’s actions . . . constitutad intentional andnjustified inducement

of a breach of the contra@l relationship between Caent and YEL” [Doc. 201

at Page ID # 2892].

Plaintiffs are alleging legal theories in tiese which they did not assert or did not pursue
to final judgment in the Chancery Court Cabat whether Defendants breached the Business
Agreement (which is at least part of the licegsagreement) was clearly at issue in the Chancery
Court Case. Indeed, the chanceopurt held that “YEI is the omer of the respected brands in
guestion, and by Crescent now claiming ownershithefbrands, Crescent has in fact breached
the [Business Agreement] . . . .” [Doc. 382-Fape ID #11115]. The chancery court also held
that the filing of the Chancery Court Case did, notand of itself, constitute a breach of the
Business Agreement [Doc. 56-1 at Page IB1#-18]. Moreover, whiaer Defendants were
properly producing FITS during éitime period following Yoe’s terimation was clearly at issue
in the Chancery Court Case, as evidenced layn#ffs’ allegations oncerning Defendants’

changing SKUs, changing marketiptactices, etc., and also esdenced by the chancery court

injunction. Finally, the Business Agreement isiategral component afhe parties’ licensing

¢ Paragraph 32 of the third amended compldéscribes how the individual Defendants owned
warehouses which they leased to Crescent forstamtial lease payments,” and their own personal
gain. It states that “[i]f glan advocated by Mr. Yoe to itdi Crescent’'s own warehouse and
terminate the leases . . . were implemeni2efendants Allen and Boyd . . . would no longer
receive the lease payments and suffer persongpt. 201 at Page ID # 2876]. Paragraph 35
simply states that “Crescent has failed aptlsed to abide by the terms of the Business
Agreement, asserting that its teyare not binding upon [Crescent]id.[at Page ID # 2877].

15



agreement. Defendants contend the Business Agreement defines the entire scope of the licensing
agreement; Plaintiffs contend there are add#idterms” or rights that YEI held.

What the Court is confronted with in thésase, versus the Chancery Court Case, are
essentially claims for different types of breacb&the same contracth¢g Business Agreement,
an integral component of the parties’ licensagreement), by the same parties, arising from
conduct that was specifically prdaiied by an injunction that wagpeatedly affirmed in the
Chancery Court Case. In both cases, Plaintiffige asserted Defendants breached the Business
Agreement, and therefore the lisamy agreement. The specificati@fFITS socks were at issue
via the injunction and other alletians made by Plaintiffs in é@Chancery Court Case, and they
are at issue in this case through a host of claimsa@ied above. In spite of the non-suit of certain
claims, the injunction itself is a form of reliebncerning Defendantgroduction of FITS in the
wake of Yoe’s termination.

In addition, the Court found that Plaintiffs’ claim in this case for inducement of breach of
contract against Boyd and Allen (Count XIlII) sva@arred because: 1) it is based on Boyd and
Allen’s alleged inducement of Crescent’s breacthefBusiness Agreementith the breach being
the filing the Chancery Court Caaed the subsequent exerciseaftrol over FITS without Yoe’s
input; 2) Crescent’s breach of the Businesseggrent was clearly part of the Chancery Court
Case; 3) the injunction in the @hcery Court Case was directedBoyd and All& as employees
and officers of Crescent; 4) Boyd and Allen were parties to the Chancery Court Case; and 5) it is
beyond serious dispute that Boyd and Allen werkeadst partially, if not mostly, in control of
Crescent at all relevant timesdb. 453 at Page ID # 15565-66].e@fly, the parties were litigating
facts in the Chancery Court Cabat would have shngly overlapped witlany claim that Boyd

and Allen induced Crescent’s breaaflthe Business Agreement.
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In support of their position that the Court’'scaon that the FITS @ims are not part of
the same transaction or occurrereintiffs rely most heavily oAcumed, LLC v. Stryker Corp.

525 F.3d 1319 (Fed. Cir. 2008) [Doc. 459 at Page ID # 1h618 that case, Acumed first sued
Stryker for patent infringementleging to a type of medical nailsed to repair bone fractures.
Stryker called its nail the T2 PHN. During ttaurse of the T2 PHN litigation, Acumed discovered
that Stryker had allegedly usectbame patent to make a secoadger type of nail, the T2 Long.
Acumed 525 F.3d at 1322. The trial court offered to allow Acumed to amend its T2 PHN
complaint to include allegations that the T@nlg infringed on the patent, but warned that the
amendment would delay the trial bp to one year. Acumed optemproceed to trial on the T2
PHN nail infringement claims, artten later filed a completely garate action on the T2 Long.
The trial court in thesecond suit dismissed Acumed’s claim on the T2 Long on claim preclusion
(res judicata) groundsid. On appeal of the dismissal thfe second suit, the only issue was
whether the cases involved “thengaclaim or cause of action.Id. at 1323 (internal quotation
marks and citation omitted).

The United States Court of Appeals for thederal Circuit found that “[w]hether two
claims for patent infringement are identical isairal preclusion issue that ‘{garticular to patent
law,” and therefore must be agakd “under Federal Circuit law.Id. (quotingHallco Mfg. Co.

v. Foster 256 F.3d 1290, 1294 (Fed. Cir. 2001)) (othetticiteomission). The court cited earlier
Federal Circuit precedent which sgmally held that “w]ith respect to patent litigation, we are

unpersuaded that an ‘infringement claim,’ for pases of claim preclusion, embraces more than

’ Plaintiffs write in their memorandum in supportieéir motion to revise, “[a] more stark contrast
between what this Court has decided and what atharts have decided can’t be better presented
than in theAcumedcase.” [Doc. 459 at Page ID # 15618].
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the specific devices before the court in the first suid.”at 1324 (quotingfoung Eng'’rs, Inc. v.
United States Int'l Trade Comm'’idi21 F.2d 1305, 1316 (Fed. Cir. 198ddher citation omitted).
The court thus found that “claim preclusion daesapply unless the accused device in the action
before the court is ‘essentially the same’ as the accused device in a prior action between the parties
that was resolved on the meritdd. (citation omitted). Ultimately, the court concluded that the
structure of the T2 PHN and T2 Long was naisentially the same,” and therefore res judicata
did not apply.

Here, the issues of claim praslon, or res judicata, are rgat narrow nor are they governed
by federal law. The claims, allegations, and relief Plaintiffs have pursued and continue to pursue
in these two cases are bdea than the issues scumed and therefore the application of claim
preclusion (res judicata) is aldwoader. For example, Plaiisi Count | alleges that Crescent
“has utilized the [trade]marks in connexti with goods and products which have not been
approved by YEI.” [Doc. 201 at Page ID # 2881]. mi#fis’ theory is that all FITS socks had to
be approved by Yoe before they could be sold, wbBiefendants dispute. &abfundamental issue,
and any claims for relief that flow from itss@ution (and which arogerior to April 22, 2015),
could have and should have been raised & @hancery Court CaseAs discussed below,
however, the Court now finds that any unappdebhanges that occurred after April 22, 2015,
gave rise to a new cause of action, and therefanew opportunity for Platiffs to make this
argument, and to seek damages for any post-April 22, 2015, conduct.

Finally, the Court was careful to exclude frasres judicata holding any claims involving
allegations that Defendants misappropriated Plaintiffs’ intellectual property in FITS by
incorporating it into the Hiwassee Trade Compar Omni Wool socks. For these reasons,

Acumeds distinguishable.
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Plaintiffs also rely orGrendene USA, Inc. v. Bradijo. 3:14-cv-2955-GPC-KSC, 2015
WL 1499229 (S.D. Cal. Apr. 1, 2015). In that cdke,Bradys had filed a trademark infringement
action against Grendene on March 9, 2012. Gmemdleen sued the Bradys on December 15,
2014, arguing the filing of the trademark suit ddoged a breach of a 1995 settlement agreement
that contained a covenant not to slek.at *1. The Bradys argued the later suit that Grendene’s
breach of contract claim should be dismissedalise it was a compulsory counterclaim in the
earlier trademark infringement case. The counietethe motion to dismiss, finding in relevant
part that:
In determining whether a cowntlaim is compulsory, the

Ninth Circuit applies the “logicalelationship test” which analyzes

whether the essential facts of the various claims are so logically

connected that considerations joidicial econoy and fairness

dictate that all issues be resolved in one lawsuit. Applying the

logical relationship testhe “essential facts” of the Bradys’ causes

of action in the Trademark Actiathffer from those of Grendene’s

breach of contract cause of acti The Trademark Action involves

facts dealing with alleged infringement. This action involves facts

dealing with the Bradys['] decision to file a lawsuit based on that

alleged infringement. These are separate facts as the decision to

bring a legal cause of action is separate from the elements of that

cause of action. Acedingly, the Court fids that Grendene’s

breach of contract cause of action was not a compulsory

counterclaim.
2015 WL 1499229, at *3 (internal quotation marks tmtes and alterations omitted). As Crescent
points out, however, the court@rendeneoffers little analysis and the decision is not binding on
this Court. Moreover, as described ahdaets underlying Plaiifts’ FITS Claimswereinvolved
in the Chancery Court Case. The breaches alléyePlaintiffs in the Chancery Court Case
involved actions allegedly taken by Defendamegarding FITS after Defendants filed the

Chancery Court Case and terminated Yoe, noDa&tndants’ decision toka the action of firing

Yoe.
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The Court finds Plaintiffs have failed to shawy clear error with th€ourt’s prior decision
that the FITS Claims are part of the samedaation or occurrence (the subject matter sense)
as the claims involved in¢hChancery Court Case.

C. Final Judgment

YEI also argues that, even if the FITSaitis arose out of theame transaction or
occurrence, any claims which arose after thie dae chancery court rendered its judgment on
December 23 (or the date the chancery court @et&redthe judgment on December 29, 2014),
cannot be barred by res judicata.eT@ourt did not discuss this i€sas such in its prior summary
judgment order except to note the various amendments todaallegations inPlaintiffs’
pleadings in the Chancery Court Case andirffunction expanded the scope of the lawsuit to
include claims that arose aftine filing of the complainDoc. 453 at Page ID # 15567-68].

In the pending motion, YEI originally arguedathres judicata does napply to any events
occurring after the commencement of theaitery Court Case on September 3, 2013 under a
bright-line rule [Doc. 459 at Page ID # 156141.its reply, however, YEI seems to acknowledge
that Tennessee has not adoptedhhght-line rule and mainly gues that FITS Claims arising
from actions “occurring after éhstate court rendered its judgnt on December 23, 2014, or after
its entry on December 29, 2014, are not subjectdgudicata’ [Doc. 464 at Page ID # 15713;
see also, e.g., icat Page ID # 15724 The language adopted ®Breech—that claim preclusion
can extend only to the facts in issue as tiagted at théime the judgment was rendered—and
its application, leads to the mgstactical result.”)]. As pertent here, the issue is when the
judgment became “final” such that itden to have preclusive effect.

In Tennessee, a judgment is final “when it decides and disposesvdidlemerits of the

case leaving nothing for the furtheedgment of the court.’'Creech 281 S.W.3d at 377 (quoting
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Richardson v. Tenn. Bd. of DentistBi3 S.W.2d 446, 460 (Tenn. 1995)). “In the absence of an
express direction of the court to the contrary, a judgment thadséis of only some of the claims,
issues, or parties is not a final judgment adjudigaall claims and theghts and liabilities of all
parties.” Id. (citations omitted§. In Creech the Tennessee Supreme Court explained“that
judgment is not final ances judicatawhere an appeal is pendingCreech 281 S.W.3d at 377-
78 (quotingMcBurney v. Aldrich816 S.W.2d 30, 34 (Tenn. Ct. App. 1991)) (citfrgeman v.
Marco Transp. Cq.27 S.W.3d 909, 913 (Tenn. 20003ge also Brown \Burch, Porter, &
Johnson PLLC Law FirmnNo. 15-2167, 2015 WL 5737802, at *5 (W.D. Tenn. Sept. 30, 2015)
(“Unlike federal law, under Tennessee law a judgmes not final for purposes of res judicata
where an appeal is pending.fifgrnal quotation marks, alterati@nd citations omitted)). “[T]his
general rule places Tennessee in the minorityrigdictions. The federal courts and the majority
of states have found ‘[the betteew,’ to be that taking of anppeal does not a&tt the finality
of a judgment for res judicata purpose€£teech 281 S.W.3d at 377 n.X(guoting Restatement
(Second) of Judgments § 13 cmt. fjh@r citations omitted).

Creechis a procedurally and factually congdied case involving a failed casino/real

estate development project. The trial couriCireechentered a judgment de some of the

8 On October 31, 2017, the Court granted Crescent leafile an amendeanswer to assert the
affirmative defense of res judicataer Plaintiffs’ objections [Dact06]. Crescent claims it waited

to assert the res judicata defensél after the Chancery Court Case appeal had been resolved and
the case remanded to the chancery court to careistsue concerning attorney’s fees, which the
parties eventually resolved by agreement, with“tnal order” entered by the chancery court on
August 23, 2017 [Doc. 300-4]. The Court found thetause the “final der” was not entered

until August 2017, Crescent acted diligently enougth satisfied the applicable requirements of
Federal Rules of Civil Prodare 15 and 16, even though Crescent sought leave to amend until
almost a year after the deadline for amendmearid over a year after the Tennessee Court of
Appeals entered its ordéargely affirming the chancery cdig findings [Doc. 406 at Page ID #
11459-61]. It suffices to note here that the qoestif whether the Court should allow a party to
amend its pleadings to assert a defense of disajta is different from the question of whether
claims are barred by sgudicata.
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defendants, including real estate agentstyBand Lloyd Link (the“Links”), in 1998. The
judgment as to the last defendaras not entered until January 2, 2008. at 370. The plaintiffs
appealed the dismissal of certain defendaatsddwners Parker anddwers), and the Tennessee
Court of Appeals remanded for further proceedingls.at 370-71. As it tured out, the liability

of Parker and Flowers depended oretier the Links could be hel@ble as the agents of Parker
and Flowers.Id. Because the plaintiffs had not appedlssl original dismissal of the Links, the
judgment against the Links became final on Febr@a®003 (thirty days after the order resolving
the claims as to the last defendanit). at 377. The plaintiffs dimvered additional allegations
involving the Links, which arose from the safaded development project, in September 2000,
but did not assert any claims against Parkel Blowers related to these allegations until 2005,
after the court of appeals remandee tase against Parker and Flowdds.at 375. On remand,
Parker and Flowers argued tliae plaintiffs’ new claims inveling the allegabns against the
Links were barred, but the triaburt disagreed and conducted al tigainst Parker and Flowers.
Ultimately, the Tennessee Supreme Court fouradttlal court decided the res judicata issue
wrongly. Even though the plaintiffs did not discotiee additional claims against the Links until
after the Links had been dismissed from the c@sel998), the supreme court held that the
plaintiffs “had the opportunity téully and fairly litigate the faudulent misrepresentation claims
against the Links before the finaliby the judgment” on February 1, 200Rl. at 382. The court
reasoned that the plaintiffsogld have amended their comipltato allege the fraudulent
misrepresentation claims against the Links (evtar #tie Links had been dismissed from the case),

or appealed the origindismissal of the Linksld. at 382-83.

Creechclearly states that a judgment pending on appeal is not final and does not have

preclusive effect; however, the claims that wesered in that case unquestionably arose prior to
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the commencement of the case, although the gdlaidid not discover them until much latdd.

at 382-83. Moreover, the plaintiffs in that casecovered the relevant claims against the Links
before the actual judgment against the Litlkexame final, even though the Links had been
dismissed years prior. Tl@&reechcourt also noted that “[tlhesae a number of circumstances in
which a second action by a plaintiff against the sdefendant might be necessary and appropriate
even though the second suit arises out of the samsaction or series of connected transactions
as the first suit,” for example “when a plaintiffirgtially unaware of the existence of a cause of
action due to the defendants’ owoncealment or misrepresentationld. at 381-82 (citing
Restatement (Second) of Judgments § 25(1)

Regions Financial Corp. v. Marsh USA, In810 S.W.3d 382 (Tenn. Ct. App. 2009), was
decided shortly befor€reech In that case, Regions argued that its claims were not barred by res
judicata where they were based upon facts #ti@agedly had been concealed by a group of
defendants referred to as the “Excess Insurdrk.at 386. Regions had filed a federal court case
against the Excess Insurers for breach of conteat,appealed that cate the Sixth Circuit.
While that case was on appeal,gitms discovered facts that “ocoed before it filed suit in
District Court but which [Regiofslaims it had not discoveredhtil it appealed to the Sixth
Circuit.” 1d. at 394. Regions then fileddlstate court case assertinginclaims as in the federal
court case, but which were based on the new fddtat 389-90. The state trial court dismissed

Regions’s claims on res judicata grountts.at 389. The trial court rejected Regions’s argument

® Another circumstance listed in the fatement, although not discussedCireech is “[flor

reasons of substantive policyancase involving a continuing ogcurrent wrong, the plaintiff is

given an option to sue once for the total harmh lpatst and prospective, or to sue from time to

time for the damages incurred to the date of suit, and chooses the latter course.” Restatement
(Second) of Judgments § 26(1)(e).
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that Regions could not have relied on these fadise earlier federal court case because the facts
had allegedly been concealed until “several moattes the District Court dposed of the parties’
post-trial motions and after Regions haed its appeal to the Sixth Circuitld. at 394. The trial
court held that the relemafacts were “known before the [Six@ircuit] ruled anl there was plenty

of time to raise or present those facts to eithemDistrict Court or the [Sixth Circuit].Id. (quoting

trial court’s holding). The trial court found that Regions could traised the new claims in the
federal court through a Federal Rule of Civib&dure 60(b) motion, aride Tennessee Court of
Appeals affirmed.ld. at 394-95.

Like Creech the difference betwedRegionsand this case is that Plaintiffs allege a number
of claims which are based on actions that allegedly occurred not dalytlaé filing of the
chancery court complaint, but alafier the amended counterclajrtise chancery court trial, and
even after the chancery court ruled on the-{e motions in April 2015. The court iRegions
emphasized that:

[w]e must be careful to distingiisbetween a “change in facts” or

“new facts [which] have occurredfter the original judgment” and

“newly discovered evidence.” Newly discovered evidence is simply

evidence of facts as they existed at the time of the original trial and

cannot be said to be a “changdacts” or “new facts.”
Regions 310 S.W.3d at 394 (quotinghort v. ShortNo. 03A01-9402-CH-00065, 1994 WL
315902, at *4 (Tenn. Ct. App. 1994)). TRegionscourt found it was important to maintain this
distinction because:

[a] prior judgment or decree doed poohibit the later consideration

of rights that had not accrued at the time of the earlier proceeding or

the reexamination of the same gtien between the same parties

when the facts have changed owrfacts have occurred that have
altered the parties’ legal rights and relations.
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Id. at 393 (quotind.ien v. Couch993 S.W.2d 53, 56 (Tenn. Gipp. 1998)) (other citations
omitted). In Segroves v. Union Carbidghe Tennessee Supreme Court Special Workers
Compensation Appeals Panel puthis way: “any ‘new facts’ sserted in a second action must
have occurred after the first adjudication; tideynot include newly diswered evidence of facts
that existed prior to the adjudicationNo. E2015-00572-SC-R3-WQ015 WL 8483629, at *3
(Tenn. Dec. 10, 2015). Merwin v. Davisthe Tennessee Court of Appeals affirmed a trial court’s
dismissal of claims arising prior to entry of a settlement agreementiof &ipil action; however,

the court allowed claims for malicious prosecuticril conspiracy, and breach of contract which
arose after entry of the settlement, but ouhefsame neighbor dispute, to proceed. No. E2016-
00508-COA-R3-CV, 2017 WL 935107 (Tenn. Ct. App. Mar. 9, 20469;also Parvin v. Newman
518 S.W.3d 298, 306, 311 (Tenn. Ct. App. 2016) (huslsaaialise of process claim arising from
wife’s filing of allegedly harassing motion dog divorce proceedings barred from later
prosecution by entry of final divoraecree which stated that parties “had reached an agreement
to settle and compromise all tife matters in dispute”).

Of course, the language Regionsand Segrovediscussing how claims are not barred
when they are based on “new facts” which ariséetahe original judgment,” or when they “had
not accrued at the time of the earlier procegdi or which “have occurred after the first
adjudication,” begs a question mentioned eailiethis memorandum—at what point did the
judgment/adjudication/decision in the Chancery €daase become final such that it took on
preclusive effect? Creechexplicitly says a judgment on aggd is not final for res judicata
purposes. Regionssays that a party can file a post-trial Rule 60 motion to request relief on
previously unasserted claims. But again, botthofe cases involved claims that arose prior to

commencement of the second suitefe if the claims were not digeered until later) Plaintiffs
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argue that to deny them relief on their claimsiagsfter the trial counendered its December 23,
2014, judgment in the Chancery Court Case wtdiard Crescent for itsontinued, unabated,
wrongful conduct.” [Doc. 464 at Page ID # 15729].

YEI cites federal court cases in its openbrgef which hold that @ims for continuing
wrongs (like an ongoing trademark infringement),reoebarred in a subsequent case if the claims
arise after the filing of a complaint in a prior cd%€These cases do not appear to align with the
broader application of res judicata under Tenee$aw, which as even YEI appears to recognize
in reply, bars claims arising prior jadgment not the filing of the complaint.

Keeping these principles in mind, the Cawghcludes that any FITS Claims, including any
inducement of breach of contracaichs arising after the chancery court entered (signed) the Order
Regarding Post Trial Motions dkpril 22, 2015, are barde Although neither party addressed the
Order Regarding Post Trial Motionsder in its briefing as beingetrelevant order, the chancery
court specifically idetified it as the “final order” [Doc56-1 at Page ID # 631]. The chancery
court also found that the December 29, 2014, dislevuld not have been entitled Final Order
because that order did in fact resolve less thiaof dhe claims before the court, as specifically

stated by the court . . . .id. at Page ID # 629].

10 plaintiffs citeRawe v. Liberty Mutual Fire Insurance Compaimywhich the Sixth Circuit held
that underfederal law claims which were not ripe until aftéhe plaintiff filed her first lawsuit
could not be barred in a subsequent lawsuit. #88 521, 529 (6th Cir. 2006 5mith v. Potter
513 F.3d 781 (7th Cir. 2008), also inved federal law on res judicata.

Plaintiffs also citeVlarcel Fashions Group v. Lucky Brand Dungarees,, In¢9 F.3d 102,
106, 108-10 (2d Cir. 2015), in which the Second @irbeld that claims &ing after entry of a
prior, unappealed judgment were not barred inlsequent suit. The Second Circuit also held in
TechnoMarine SA v. Giftports, In@58 F.3d 493, 502-03 (2d. Cir. 201#)at claims arising after
entry of a final settlement were nadrred in a subsequent suit.
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While the Court recognizes the instructiorCireechthat an order perraly on appeal is not
final for res judicata purposeSreechalso holds that “the secondtss not barred by res judicata
unless the plaintiffs had the opportunity in the fgsit to fully and fairly litigate the particular
issue giving rise to the second suiCteech 281 S.W.3d at 382. Itis not clear whether YEI had
the opportunity to litigate any neglaims after Crescent filed itgppeal of the Order Regarding
Post Trial Motions, or how Plaiiffis could have pursued anywelaims in the Tennessee Court
of Appeals. The only issue pand after remand from the cowt appeals ifMay 2016 was the
division of the attorney fees between YEI and Y@egescent Sock Co. v. Y,d¢o. E2015-00948-
COA-R3-CV, 2016 WL 3619358, at *9 (Tenn..@pp. May 25, 2016). Moreover, bo@reech
andRegiongnvolved claims arising prior to commenceamef the preclusive suit, unlike the case
at bar, where FITS Claims allegedly contidue arise until Defendants ceased production on
February 28, 2016.

Finally, as Plaintiffs point outthe Tennessee Court of Appedlas recently stated that
“[w]here there is any uncertainfyes judicata] does not apply.Rainbow Ridge Resort, LLC v.
Branch Banking & Trust Cp525 S.W.3d 252, 259 (Tenn..@Gtpp. 2016) (quotinglustice v.
Justice No. 01-A-01-9312-PB00541, 1995 V81414, at *2 (Tenn. Ct. Apar. 1, 1995)) (other
citations omitted).

The Court will therefore vacate the portiof the previous summary judgment order
dismissing Plaintiffs’ FITS Clans arising after April 22, 2015. These claims will be reinstated

pursuant to this order.
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D. Trade Secret Claims
Previously, the Court held that Ritiffs’ FITS-only trade secrets claifisasserted in
Count VII (injunctive relief — trade secrets) mebarred by res judicata [Doc. 453 at Page ID #
15571]. The Court also held that res judicataliegpto the extent Plaintiffs seek monetary
damages, costs or fees concerning Defendaliegjed misappropriation of the FITS-only trade
secrets in Counts VI and XVid. at Page ID # 15572]. In light of the dismissal of these FITS-
only trade secret claims/requests for relief armhbhse Defendants were lomger producing FITS
(and because Plaintiffs offered pmof Defendants planned to UsE S-only trade secrets in the
future), the Court held that the declaratory réfilintiffs seek in Counts VI (declaratory judgment
— trade secrets) and XVI (trade secret misappropriation and unfair competition — Omni Wool
Tactical and Hiwassee Trading Company Socks) maot to the extent it concerned FITS-only
trade secretsd.].
Under the Tennessee Uniform Trade Secdket“TUTSA”), “misappropriation” means:
(A) Acquisition of a trade secref another by a person who knows
or has reason to know that thade secret was acquired by improper

means; or

(B) Disclosure or use of a tradecset of another without express or
implied consent by a person who:

(i) Used improper means to acquire knowledge of the trade
secret; or

(ii) At the time of disclosurer use, knew or had reason to
know that that person’s knovalge of the trade secret was:

(a) Derived from orthrough a person who had
utilized improper means to acquire it;

11 The FITS-only trade secrets dhmse alleged trade secrets tR&intiffs do not claims were
incorporated into the Omni Wool Tactical or Hiwassee Trading Company socks.
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(b) Acquired under circumstances giving rise to a
duty to maintain its secrecy or limit its use; or

(c) Derived from or through a person who owed a
duty to the person seeking relief to maintain its
secrecy or limit its use; or
(iif) Before a material changw® the person’s position, knew
or had reason to know thatwas a trade secret and that
knowledge of it had been acquired by accident or mistake;
Tenn. Code Ann. § 47-25-1702(2).

It is unclear when the alleged FITS-orithade secret misappropriation took place, but
unlike the other FITS Claims (such as trademiafitngement based on the sale of unauthorized
versions of FITS) which allegedly recurred thgbout the pendency of the Chancery Court Case,
YEI contends in its motion farevision that “there was no imfigement on YEI's trade secrets
until over a year and a halftaf Crescent’s filing of the Chancery Court lawsuit.” [Doc. 459 at
Page ID # 15616]. In light of this representatithe Court finds that hFITS-only trade secret
misappropriation claims, includingdalassociated request for danmsmged injunctive relief, should
not have been dismissed on res judicata grotids.

The Court previously held that the declaratory relief Plaintiffs solagtfITS-only trade

secrets in Counts VI and XVI (adaration that YEI is the owner dfie trade secrets) was moot.

The existence of a trade secret, however, islament of any misappropriation of trade secrets

12The Court notes, however, that it is not atcidlar from Plaintiffs’ third amended complaint

[Doc. 201] that the trade secraetsappropriation claims only first@se over a year and a half after

the filing of the Chancery Court Case. The Couslastatement of Plairits’ trade secret claims

is based on YEI's representation in the instantiondfor revision that suchlaims did not arise

until “over a year and a halftaf Crescent’s filing of the Chaary Court lawsuit.” [Doc. 459 at

Page ID # 15616]. Plaintiffs will be bound by thepresentation and thus will not be permitted to
attempt to seek damages for any FITS-only trade secret claims that arose prior to the time period
referenced in the motion.

29



claim. SeeTenn. Code Ann. 8§ 47-25-1702(2) (defigp “Misappropriation” as acquisition,
disclosure, or use of a “trade secret”). BecabeeCourt will allow YEI to proceed on its FITS-
only trade secret misappropriatioraiohs for injunctive relief and for damages, the Court must
also necessarily allow Plaintiffs to seek declamatrelief that they are the owners of the FITS-
only trade secrets (Counts VI and XV The Court will \acate the portion of its previous summary
judgment order dismissing PlaintifiSITS-only trade se@t claims, and the FITS-only trade secret
claims will be reinstated.

The Court also previously held that anyigeDefendants seek in their counterclaims
concerning the FITS-only trade secrets witlser moot or baied by res judicatasgeDoc. 409 at
Page ID # 11495-9&ee alsdoc. 453 at Page ID # 15572]. T@eurt will vacate that portion
of its previous order and will allow thesounterclaims to be reinstated.

E. Crescent’'sAlternative Arguments/Issues from Cross Motions for Summary
Judgment

In its response to Plaintiffs’ motion foruvision, Crescent arguesathPlaintiffs’ FITS
Claims should remain dismissed for the altéugareasons that thegre barred by collateral
estoppel (issue preclusion), and because timast®f the Business Agreement did not require
Crescent to seek or receive Plaintiffs’ apprdwefiore producing and selling FITS after Yoe was
fired [Doc. 463 at Page ID # 1568D]. Plaintiffs did not respond to these arguments in their
reply [seeDoc. 464]. Defendants raised these orilsimarguments in theioriginal motion for
summary judgment, and the Court declined ddrass them at that time, because the Court

dismissed all of the FITS Claims on other groundsr@rily res judicata). The Court also declined
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to rule on Plaintiffs** motion for partial summary judgmemnthich related only to their FITS
trademark infringement claims. The Court waltidress these issues now: first, Defendants’
argument that the FITS Claims are barred by caollhestoppel, and secoribtle parties’ respective
arguments concerning the Business Agreement/FITS license.
1. Collateral Estoppel

Under Tennessee law, collateral estoppel “dpsr prevent relitigation of an issue which
has been previously determined betweerstime parties in artoér suit . . . .”Mountain Laurel
Assur. Co. v. HarbeiNo. 07-1105, 2008 WL 4107738, atA&.D. Tenn. Aug. 29, 2008) (quoting
Dickerson v. Godfrey825 S.W.2d 692, 694 (Tenn. 1992)).eTgarty assertingollateral estoppel
“has the burden of proving that the issue wa$adh, determined in a prior suit between the same
parties and that the issue’s deterrtiorawas necessary to the judgment’ (quotingDickerson
825 S.W.2d at 695).

Crescenargues:

The terms of the Business Agreement, which is the written
license for Crescent's use of the FITS mark, were already
adjudicated in the state courtian. The chancery court found the
Business Agreement to be an unambiguous, valid, and enforceable
contract. It construed the agreamiis terms, which were “definite
in scope” and “plain ilanguage,” to meainter aliathat YEI owned
the FITS mark, that Crescent wdyday royalties under the schedule
set forth in Paragraph 2, that Crescent had no obligations beyond its
royalty payments under the licensad that the license was non-
exclusive. By its own terms, the Business Agreement was fully
integrated and required that anypsequent agreements relating to
or modifying it be in writing. On appeal, the Tennessee Court of
Appeals affirmed the chancery ctsrfindings and also added that
the Business Agreement was the only written contract between YEI

13 The Court notes that the motion is titl®doe Enterprises’ Motion for Partial Summary
Judgment,” [Doc. 322]. However, the motiom fummary judgment is styled on the docket as
having been filed by both YEI and Yoe. The Gqueviously referred to the motion for summary
judgment as having been filed by “Plaintiffs” dte the styling on the docket; the Court will
therefore continue to refer to the motion as habegn filed by “Plaintiffs,” for simplicity’s sake.

31



and Crescent. Thus, the FITS$dnse has already been actually

litigated, previously adjudicated, and its interpretation was

necessary to the judgmeendered in state court.
[Doc. 463 at Page ID # 15687-88 (citats to the record omitted)].

Crescent overstates what was actually detexdnimthe Chancery Court Case. As relevant

here, the chancery court held in@sder Regarding Post Trial Motions:

The court finds, and noted at theahiag, that the tal of this case

was tried over a period of several days, and the movant’s attorneys

had every opportunity to plead atmlargue any issue pertaining to

the licensing agreement that they chose to argue. However, they

chose not to argue concerning tieensing agreement, and did not

request any declaration fromighcourt concerning the various

essential terms of the agreemh between the parties.
[Doc. 56-1 at Page ID # 628]. Thus, contrarCtescent’'s argument, it is clear that the chancery
court did not “previously determine” all of the terms of the Business Agreement to the extent it
operated as a license agreement. The chancery did generally hold #t all of the written
agreements between the parties (including thear&ss Agreement) were “definite in scope” and
“plain in language” [Doc24-8 at Page ID # 312], but giveretitatement from the chancery court
guoted above, the chancery court did not address whether there are additional terms to the
“license.” Nowhere did the chancery court expressly hold, as Crescent contends, that Crescent
“had no obligations beyond its royalty payments under thedeé [Doc. 463 at Page ID # 15688].
What the chancery court did holt the pages cited by Cresteas that, under the Business
Agreement, YEI owned the socks brands Yoe bpesl, Crescent was required to pay royalties,
and that there “is nothing in the Business Agreement” that required Plaintiffs to reimburse Crescent

“for the costs expended in the development, rfasturing and marketing afew brands” or “for

any costs incurred or losses.” [Doc. 24-8 at Pagg 302-03]. The chancery court further held
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that Crescent did not have an exclusive liceaggoduce FITS after tminating Yoe [Doc. 56-1
at Page ID 631], and finally that:

Mr. Yoe and YEI have establishedatithe contracts in question in

this case are enforceable contracts. The contracts in this case were

written agreements executed by the officers and shareholders of

Crescent acting in their capacigs members of the Executive

Committee of Crescent’'s Board ofrBctors. The court finds that

there is no question these actiomere taken for the purpose of

retaining Mr. Yoe’s services askay and/or vital employee. Their

actions were supported by vallmbconsideration: Mr. Yoe’s

continued employment on the one hand, and increased

compensation and benefits fromeScent on the other. The court

finds that the terms of the contraare definite in scope, plain in

language and fair to all parties inved. The court sgrifically finds

that there has been no overtiomplicit violation of Tennessee’s

public policy embedded in its provisions, and that there is no proof

of fraud on the part of anyarties to the contracts.
[Doc. 24-8 at Page ID # 312-13]. When combingth the chanceryaurt’s earlier statement
about the licensing agreemeiitt,appears the chancery courddnot hold that the Business
Agreement plainly defined the entire scope ofghgies’ FITS licenseThe chancery court left
that question open because the parties didremiest any declaration concerning the various
essential terms of the licensing agreement.

Accordingly, the Court finds that Plaintifege not collaterally estopped from arguing the

merits of their FITS Claims in Count | (Fedefialademark Infringement Crescent); Count Il
(Federal Trademark Infringement — Individiéfendants); Count V (Violation of the Lanham
Act, 15 U.S.C. § 1125(a)); Count VIl (Unfair Deceptive Trade Practices Under Tenn. Code
Ann. § 47-18-101, et seq.); Count X (Unfair Caatippon); and Count XI (Breach of License
Agreement). In other words, collateral estdppenot an appropriate basis for denying YEI's

motion for reconsideration, and Defendants areentitted to summary judgment on these Counts

based on collateral estoppel.
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2. FITS License
The remaining issues go to the heart of thagsdispute over the FITS Claims. Plaintiffs
argued in their motion for summary judgment ttket Court should “entest judgment against
Crescent for infringing the FITS trademarlghd Plaintiffs “will address the damages that
Crescent’s infringement caused” at trial [D@22 at Page ID # 6129]. Plaintiffs’ “Federal
Trademark Infringement” claimseasserted in Count | of therthamended complaint. Count |
alleges:

Crescent has exploited thetdflectual Property, more
specifically, YEI's federally-rgistered “FITS®” and “Game
Knits®”1*trademarks, without authostion. Without authorization
or approval by YEI, it has utilizethe marks in connection with
goods and products which have not been approved by YEI. Such
unauthorized conduct includes, ang other things, advertising,
selling and marketing socks notanufactured pursuant to YEI's
specifications or quality standardvith the YEI Trademarks. In
addition, Crescent has used adigamg and other materials which
display the YEI Trademarks wiichave not been approved or
authorized by YEI.

14 The Court notes that Plaintiffs do not seetnsary judgment on any claims relating to Game
Knits. The Court denied Defendants’ motion fomsoiary judgment on the Game Knits claims.
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[Doc. 201 at Page ID # 288%.

The Court pauses here to note that givenatag Plaintiffs argue #ir motion, it appears
they are simply asking the Court to construd’¥ kcensing agreement with Crescent; specifically,
whether Crescent was permitted to make changes to FITS design and branding after terminating
Yoe, without obtaining Yoe’s preapproval. Pldistidescribe the “single, straightforward legal
issue at the heart of [the] motion:”

Interference with control rights — Under federal law, a licensee

commits trademark infringement if it sells unapproved goods under

the licensor's mark. Here, Crestechanged the colors, patterns,

design, raw materials, and packaging of YEI's FITS-branded socks

without the approval of YEI and fiesed to allow YEI to supervise

or control Crescent’s use of theld mark. Did Crescent infringe

YEI's FITS trademark?
[Doc. 326 at Page ID # 6265]. Plaintiff seeknsoary judgment that “Crescent infringed YEI's
FITS trademark when it seized control over €S brand and [made alterations] without YEI's

authority or approval betweeseptember 2013 and February 2816.” [Doc. 326 at Page ID #

6288].

151n Count Il, Plaintiffs alleg¢hat Boyd and Allen are jointly and severally liable with Crescent
for the infringements, because Boyd and Allen thaersonally authorized and/or taken part in
the infringing activities of Cresceand/or have specifically direstd its employees to do so. The
individual Defendants are central figures in ihigingements who have authorized and approved
the activities of Gescent described hereirr fiheir own personal gain[Doc. 201 at Page ID #
2882]. Plaintiffs do not address Boyd and Alenole in their motion for summary judgment;
therefore, the Court does not addr&ount Il in this order.

It is possible that Plaintiffs intended teek summary judgment on Count V — Violation of
the Lanham Act, 15 U.S.C. § 1125(a), as the Lanhatrdoes prohibit trademark infringements.
However, because Plaintiffs also includiegtions of unfair ampetition in Count Vid. at Page
ID # 2883], it is not clear theytended to include Count V ingir motion for summary judgment.
In addition, the Lanham Act is only mentioned oncéheir 25-page brief filed in support in their
motion, and then only in the otext of Defendants’ now-abandahkaches defense [Doc. 326 at
Page ID # 6283]. The Court therefore does not consider whether Plaintiffs are entitled to summary
judgment on Count V (Violation of the Lanham Atg U.S.C. § 1125(a)) in this order.
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Defendants’ position, as mentioned abovéh# “[b]ecause the Biness Agreement did
not include approval or controlgrisions, Crescent is entitléd summary judgment as a matter
of law on YEI's claims for infringement, unfasompetition, and breach of license. For the same
reason, Allen and Boyd are entitled to summaggment on YEI's vicarious liability claim.”
[Doc. 321 at Page ID # 6032]. The claimsvamch Defendants seek summary judgment on this
basis are the FITS Claims iro@nts | & Il (Federal Trademarkfimgement — Crescent, Boyd and
Allen), V (Violation of the Lanham Act, 15 U.S. § 1125(a)), VIII (Unfair or Deceptive Trade
Practices Under Tenn. Code Ann. § 47-18-101, @) s¥ (Unfair Competion), and XI (Breach
of License Agreement) [Doc. 321 at Page ID # 6033].

It is undisputed that “a pgrtwho holds a valid license tgse a trademark and is not in
breach of the license cannot be an infringethef licensed mark.” 4 McCarthy on Trademarks
and Unfair Competition § 25:30 (5th ed.) (citiBggal v. Geisha NYC LL.G17 F.3d 501, 506
(7th Cir. 2008)) (hereafter, “Mc@thy”). It is also undisputethat YEI granted a license to
Crescent to produce and sell FITS, and that Cresaenbe liable for infringement if it failed to
operate within the terms of its licens8ee, e.g., Masters v. UHS of Del., Ji&81 F.3d 464, 473
(8th Cir. 2011) (“In a typical traemark case, the plaintiff allegesthhe defendant's mark . . . is
confusingly similar to its own. ...This case involves a differekind of comparien, i.e., between
the use of the mark the licensing agreement gamisUHS’s actual use of the mark. . . . [T]he
relevant criterion is the degree to which eachypastnained faithful to the terms of the license
agreement.” (citations omitted)).

In April 2009, Yoe, Boyd, and Allen signed an amendment to Yoe’s existing employment
contract. Although thisvas an amendment ¥oe’semployment contract (and not an agreement

with YEI), it discusses YEI's license to Crescent:
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Any and all new brands & relatedaterials: develped, registered,
trademarked, copyrighted or othese started and or designed by
Crescent in years 2009 tdugh [Yoe’s] employment:

will be owned in full and completely by Yoe Enterprises.
(At the time of this signing, none of these “new brands” have
been trademarked.)

YEI will license the “brands” to Crescent for $1.00 a year.

IF [Yoe] leaves the company apart from the
wishes of Sandra dn Cathy without a
mutually approved license agreement.

THEN Crescent has the right to accept or reject a
manufacturing/sourogy  agreement  with
terms that would allow them exclusivity to
providing socks at 5% Royalty fee.
Minimums to be agreed upon at such time.
The other conditions would be similar to the
LIG contract. Crescentould be responsible
for remaining competitive in pricing and
guality in order to maintain the agreement.

Conclusion

This is meant to be a binding addendum to Bob’s employment
contract. While reasonable efforts will be made by all parties to
have attorneys memorialize the intents of this agreement with
appropriate “legalese” — until sutime as that is accomplished, the
above is our legal and binding ragment when signed by all 3
Executive Committee membersoB Yoe, Cathy Allen & Sandra
Boyd.

[Doc. 326-2 at Page ID # 6344-45].

A later Executive Employment Contract, sigiedbruary 15, 2012, statdst it supersedes
Yoe’s prior employment contracts [Doc. 326-Paige ID # 6428]. This Executive Employment
Contract does not discuss licamgi The Court brings this pdinp because in Count XI (Breach

of License Agreement) of the third amendmamplaint (on which Defendants seek summary
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judgment), Plaintiffs seem to contend that thepkryment contracts forrpart of the licensing
agreement [Doc. 201 at Page ID # 2890]. tlear, however, that ¢hFebruary 2012 Executive
Employment Contract is the controlling employmeantract, and it does not discuss licensing.
Moreover, YEI (the owner of the intellectual progé is not a party to any of the employment
contracts.

YEI is a party to thdBusiness Agreement [Doc. 24-3], wh was executed on September
4, 2012, several months after the Executive Emplayt Contract. The Business Agreement
provides, in relevant part:

WHEREAS, Yoe and Crescent have from time to time
entered into certain business agreements relative to branding and
intellectual property rights thaare not memorialized in the
Employment Contract;

WHEREAS, the Partiedesire to memorialize the prior
business agreements concerning branding and intellectual
property rights in a single agreement

NOW, THEREFORE, in conderation of the mutual
covenants set forth hereinnhd for other good and valuable
consideration, . . . the Partiestanding to be Igally bound, hereby
agree as follows:

1. Ownership of Intellectual Property. Any and all new
brands, and other intellectual profyerelating to such new brands,
that are developed, gistered, trademarkedppyrighted, invented,
started, conceived or designed Gyescent, Yoe and/or YEI from
January 1, 2009 through the termioatof Yoe’s employment with
Crescent (the “Intellectual Properjyshall be 100% owned by YEI.
Crescent covenants and agrees,tbat or after the date of this
Agreement, it shall perform, execwtad/or deliver, . . . any and all
such further acts and assurancesexessary to effectuate, evidence
and consummate the assignment of the Intellectual Property to YEI,
including without limitdion executing any such documentation as is
requested.

2. Rovalties as to “Fits” and “Jack’s” Brands. Crescent
shall pay royalties to YEI relative to the “Fits” brand and the
“Jack’s” brand as follows:
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[$1.00 per year for 2013-14; 566 “Net Sales” for 2015-16
and thereatfter].

The term, “Net Sales”, means gross sales minus customer
deductions, credits issued to auskers, returns and bad debts.
Royalties shall be paid to YEI on or before 30 days after the end of
each calendar quarter.

3. Licensing. On or before 1 year after the execution
of this Agreement, YEI and Crescent will enter into an
agreement for licensing/manufacturing/sourcing relative to the
Intellectual Property which includes terms and conditions
similar to the LIG contract and which incorporates by reference
the provisions of Section 2, above.

4. Miscellaneous.

(@) This Agreement shall be binding upon the
Parties and their legal representasi, predecessorsyccessors and
assigns as of the Effective Date notwithstanding the contemplation
of a future agreement among the Parties.

(b) The Parties acknowledge that they have had
input into the drafting of this Agreement or, alternatively, have had
an opportunity to have input inthe drafting of this Agreement.
Accordingly, in any construction toe made of this Agreement, it
shall not be construed for or agsii any party, but rather shall be
given a fair and reasonableterpretation, based on the plain
language of the Agreement and thk@ressed intent of the Parties.

(©) No change, alteration, amendment or
modification to this Agreement shall be valid and enforceable
unless stated in writing and dulyexecuted by all Parties. No
waiver shall be binding unless exeted in writing by the Party
making the waiver.

(d) This Agreement may be executed in two or
more counterparts, including without limitation by facsimile or
electronic signature, each of whishall be deemed an original, but
all of which together shall consite one and the same instrument.

(e) Each Party represents and warrants that the

individual signing this Agreememn behalf of such Party is duly
authorized and fully competent to do so.
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[Id. (emphasis added)]. The language of the Bgsidgreement indicates the parties intended to
reduce all of theiprior agreements concerning their intelledtproperty into one agreement. It
is clear that YEI would license FITS to Crescent that the parties intendéalenter into a more
detailed licensing agreement in the future. Unifioately, they never did, and Yoe was eventually
fired. Crescent continued to produce FITSraltee was fired (as it vearequired to do by the
chancery court injunction), and it is undisputeat tirescent had a license to produce FITS during
this time.

On June 10, 2015, YEI notified Crescent thatass terminating the license, and on June
19, YEI notified Crescent that it was rescinding termination temporarily (thereby temporarily
reinstating the license) [Doc. 350-1]. On J8ly, 2015, YEI notified Crescethat it would fully
reinstate the license, and that “Crescent showuhdirtue to comply with the temporary injunction
that was entered by the Chancery Court of McMinn Couniy."at Page ID # 8506]. Crescent
stopped manufacturing FITS on February 28, 2016, when YEI took over production [Doc. 377-6].
Although the Court has located thing in the massive recorshowing that YEI formally
terminated the license again, there is a Iefitem counsel for YEI to counsel for Crescent
indicating that YEI would take over resporibip for producing and selling FITS beginning
February 28, 2016 [Doc. 377-6].

Appealing to general principles of contrdatv, which undisputedly applies to license
agreements, Crescent argues that the Bushkgrement is plain andnambiguous, and did not
require Crescent to seek YEI's (or Yoe’s) apaidsefore making changes to FITS after Yoe was
fired [see, e.g.Doc. 321 at Page ID # 6032-36]. In effé@tescent’s argument is that by executing
the Business Agreement withaatluding any quality control prasions, YEI gave up the right

to control Crescent’s use of theld mark, other than by YEI terminating the Business Agreement.
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Plaintiffs argue that the Courtust look beyond the Business Agneent to substantive trademark
law and the parties’ aurse of dealings, wherein Yoentself controlled and oversaw the
production, marketing and sales of FITS, to determine what was permitted under the license and
whether Crescent breached the license whendtsacks that incorporated changes which YEI
did not approve [Doc. 382 at Page ID # 10997-110@scent responds thide details of the
parties’ prior course of dealyis amount to parol evidence, i should be not be introduced
because the Business Agreement is unambigudoseover, Crescent argues, “[a]ny finding of a
previously or later-executed, non-written agreent would eschew the Business Agreement’s
integration clause and prohibition against noittem amendments andadifications.” [Doc. 463
at Page ID # 15688]. If YEI did not thinkegtBusiness Agreement was an acceptable license,
Crescent argues, it should have terminated tesdie or negotiated new terms.

“The cardinal rule for interpretation of contrac$ to ascertain the intention of the parties
and to give effect to that intentioognsistent with legal principles.Nat'| Healthcare Corp. v.
Baker, No. 3:14-cv-02015, 2016 WL 3232725, at 0.D. Tenn. June 13, 2016) (quotiBpb
Pearsall Motors, Inc. v. Regal Chrysler-Plymouth, Jrig21 S.W.2d 578, 580 (Tenn. 1975))
(applying Tennessee law). To ada@é the parties’ intent, th€ourt must look to the plain
meaning of the words in the document and interpret the contractual langirggeleike, Inc. v.
Carver, 415 S.W.3d 808, 816 (Tenn. Ct. App. 2011).dtikionally, the court may consider the
situation of the parties, the business to which tmgract relates, the subject matter of the contract,
the circumstances surrounding the transaction, and the construction placed on the contract by the
parties carrying out its terms.'Simonton v. Huff60 S.W.3d 820, 825 (Tenn. Ct. App. 2000)

(citations omitted). Nevertheless, “[w]hen the language of the contract is plain and unambiguous,
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the court must determine the parties’ intention ftbenfour corners of [tjeontract, interpreting
and enforcing it as written.Td. (citations and footnote omitted).
“Since courts should not look beyond a written contract when its terms are clear, the parol
evidence rule provides that caatting parties cannot use extraneeuglence to alter, vary, or
qualify the plain meaning of an unambiguous written contra8thwartz v. Diagnostix Network
Alliance, LLG No. M2014-00006-COA-R3-CV, 2014 WI1463676, at *9 (Tenn. Ct. App. Nov.
17, 2014) (quotingsRW Enters., Inc. v. Davi979 S.W.2d 606, 610-11 (Tenn. Ct. App. 1990)).
This is because “allowing a party to introducédence of oral statements which contradict the
express terms of a written contract defeats the very purpose of committing agreements to writing.”
Tidwell v. Morgan Bldg. Sys., In@40 S.W.2d 373, 376 (Tenn. Ct. A4992) (citation omitted).
Regarding the parol evidence rule, the Tennessee Court of Appeals has further explained:
The rule appears to lopiite all-encompassingdowever, the courts
have been reluctant to apply mechanically and have now
recognized that it has numerowsxceptions and limitations.
Thus,the rule does not prevent using extraneous evidence to prove
the existence of an agreement made after an earlier written
agreementor to prove the existence of ardependent or collateral
agreement not in conflict with a written contrabt each of these
circumstances, the courts have conceived that the parol evidence is
not being used to vary the writteontract but rather to prove the
existence of another, separate contract.

Schwartz2014 WL 6453676, at *9 (quotir@RW Enters., Inc797 S.W.3d at 610-11) (emphasis

in original).

Where, as here, a “term is left open foufe negotiation, there is nothing more than an
unenforceable agreement to agre€ddence Bank, N.A. v. The Alpha Trd$t3 S.W.3d 756, 774
(Tenn. Ct. App. 2015) (citation omitted). Accordinghs Crescent points out, the reference to the

“LIG contract” in the Business Agreement is nofradication that the parties actually incorporated

the terms of that contract into their license.
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While the Business Agreement does not contain any terms gratiingpntrol/approval
rights of FITS design and brandinggdoes not grant Crescent totahtml over the use of the FITS
mark, either. Moreover, the pees had a course of dealiradter execution of the Business
Agreement that could have established sepréof approval/decision-making procedtfreAnd,
while the Business Agreement states that it can loalgnodified in writing, a separate agreement
concerning control/approval of FITS design ananioling would not actually modify the Business
Agreement, because the Business Agreement & sifethis issue. Not only does the Business
Agreement not contain design/bdamg control provisions (or oth@rovisions one might typically
find in a trademark license agreement), it expressly recognizes that silence by indicating the
parties’ intent to enter into a more detailetefising agreement in the future. Crescent itself
acknowledges that parol evidence is admissibl@rove the existence of an “independent or
collateral agreement . . . made after an earlier wrdtggreement [which is] not in conflict with [the
written agreement].” [Doc. 3%t Page ID # 11262 (quotirBchwartz2014 WL 6453676, at *9)].

The Court therefore agrees with Plaintiffattthe “absence of a written control provision
in the Business Agreement does not entitle Crédoesummary judgment on YEI's FITS claims”
[Doc. 382 at Page ID # 10997]. The Court widit deny YEI's motion for reconsideration (or
grant Defendants’ motion for summary judgmentjtemremaining FITS Claims based on the lack
of a written control/preapproval provision favoring YEI in the Business Agreement.

In support of their motion for summary judgrh@m their trademark infringement claims

(and in opposition to Defendants’ arguments fonsary dismissal of Plaintiffs’ FITS Claims),

18 |n their reply brief in support of their motionrfeummary judgment, Pldiffs write that their
course of conduct regarding FITS “continugal to and beyond the execution of the Business
Agreement.” [Doc. 395 at Page ID # 11282].
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Plaintiffs argue that their right to control FIT8ose from the parties’ undisputed course of
dealings and from substantive trademark law.

In Tennessee, “a contract can be expressmmlied and either written or oral, but
regardless, an enforceable contract ‘must rdsoith a meeting of the minds of the parties in
mutual assent to terms, must be based uporcmrfticonsideration, muste free from fraud or
undue influence, not against piggbolicy and sufficiently defiite to be enforced.”Constr. Crane
& Tractor, Inc. v. Wirtgen America, IndNo. M2009-01131-COA-R3-CV, 2010 WL 1172224, at
*7 (Tenn. Ct. App. Mar. 24, 2010) (quotiddoody Realty Co., Inc. v. Huest®37 S.W.3d 666,
674 (Tenn. Ct. App. 2007)) (other citations omitteé@d) .contract must be ddufficient explicitness
so that a court can perceive what aeersspective obligations of the partie®be v. HCA Health
Servs. Of Tenn., Inc46 S.W.3d 191, 196 (Tenn. 2001) (im&ir quotation marks and citations
omitted). “In a contract implied in facthe conduct of the parties and the surrounding
circumstances show mutual assent to the terms of the conffacimipson v. Henslg$36 S.W.3d
925, 930 (Tenn. Ct. App. 2003) (citation omitted).

Regarding the parties’ course of dealinDsfendants concede that during his tenure as
CEO of Crescent, “Mr. Yoe oversaw all @rescent’'s business, including its creation,
manufacture, marketing and sale of socks undeHIi'S brand and others. He supervised all
Crescent employees, including those employesggoresible for manufacturing, marketing, and
selling FITS branded socks.” [Doc. 377 at PHy&* 10842]. Defendants argue that Yoe was not
acting on behalf of YEI at this time becausewas an employee of Crescent, but they cite no
authority to support their argumethiat Mr. Yoe’s dual role is dimsitive. Defendants chose to
hire Yoe, the sole owner of YEI, to act as C&CCrescent. Defendantssalchose to allow YElI,

Yoe’s company, to retain ownership of all intellual property associated with sock brands Yoe
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developed while working for Crescent. YEI adhrough Yoe, its solewner. Certainly
Defendants do not point to any document indicatiregparties agreed that any action Yoe took
with regard to FITS was taken on behalf of Ceg rather than YEIl.Indeed, the agreements
between the parties seem to indicate that Yoe’s creative wthrkegard to FITS or other socks
would benefit both YEI and Crescent.

Plaintiffs contend that Yoe:

oversaw the development of theique knitting machine programs

required to manufacture the sockble made decisions about the

socks’ colors and patterns. He chose what raw materials went into

the socks. He approved the des@nthe socks’ packaging. He

decided what styles of socks itaclude in the FTS lineup. In

essence, he and the small “FITS Team” working under his

supervision made FITS work.
[Doc. 382 at Page ID # 11001-02]. In his affidaubmitted in support of Plaintiffs’ motion for
summary judgment, Yoe st that, during his time at Cresceéhthr a member of my FITS team
under my direct supervision were the ordgople who could approve the packaging and
advertising for FITS.” [Doc. 326-4 at Page ID # 6373].

It is unknown whether Yoe delegated anyhi$ decision-making or quality control
authority to the “FITS team” whapparently were all employed byda3cent. It does appear that
Yoe (as the sole owner of YEI) pky a significant role in the dign and branding of FITS, and
exercised quality control over ueéthe FITS trademark. Moreovexrs discussed exhaustively in
this opinion, the parties agreed to entryaof injunction in the Chancery Court Case, which
seemingly sought to preserve the status qumpsrations about one month prior to Yoe’s
termination. This injunction required Crescentuse the “proper materials, proper packaging,

proper technology for manufacturif@T S®, proper manufacturing presses, and using all of the

same specifications required to manufacture RITi&at were in place as of August 15, 2013 and
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using all of the same specifications requiredh®y patents held by Yoe Enterprises.” [Doc. 24-7
at Page ID # 272-73].

Nevertheless, it is not entirely clear from the parties’ course of dealings that they mutually
agreed YEI (through Yoe) wouldave final approval rights ovell aspects of FITS; that is,
whether every design and marketing choice for Fia8 to be made or approved by Yoe before
the sock could be sold. Could other Crescenileyees veto or insist on certain design choices
based on business and market considerations, &on@e, provided the “special bulbous heel and
.. . square toé” features are incorporated? Summargiginent in favor of Plaintiffs on their
infringement claims on this basistierefore inapmpriate.

Plaintiffs also argue in their motion forramary judgment that substantive trademark law
grants them the right to control all aspectshaf design and branding of FITS. They argue any
FITS socks had to be made and sold pursuattiedaspecifications created by Yoe prior to his
firing, and that any FITS socks which did nainform to those specifications constitute an
infringement of the FITS trademark. McCarttyy Trademarks, a treatise cited by both parties,
states that:

Genuine Goods: The Trademark Owner is in Control. A
trademark carries with it a meg®athat the trademark owner is
controlling the nature and quality thfe goods or services sold under
the mark. Without quality controthis message is false because
without control of quality, the gats or services are not truly
“genuine.” . . .. As has been remarked:

One of the most valuable and important protections

afforded by the Lanham Act is the right to control the

quality of goods manufactured and sold under the

holder’s trademark. . . . Fahis purpose the actual

quality of the goods is irrel@nt: it is the control of

qguality that a trademark holder is entitled to
maintain.

17SeeDoc. 201 at Page ID # 2871.
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The Trademark Owner Hasa Duty to Control. Thus, not only does
the trademark owner have the rigio control quality, when it
licenses, it has the duty to contepiality. Judge Pogn [has] stated
that an ex-licensee was a tradeknafringer because the trademark
owner is no longer able to exeseiquality control over one with
whom he longer has a licearelationship. . . .

McCarthy, § 18.42. Modern rule of licensing—eknsing with quality entrol (footnotes and
citations omitted).

In Zino Davidoff SA v. CVS Corfa71 F.3d 238, 240 (2d Cir. 2009), a case relied upon by
Plaintiffs, the United States Court of Appeals tbhe Second Circuit affirmed the trial court’s
determination that the owner of a fragrancedmdrk was entitled to a preliminary injunction
prohibiting CVS from selling bots of the fragrance that had the UPC removed. The court found
that the UPC “acts as a quality control mechamngnich enables [the trademark owner] to protect
the reputation of its trademarks by identifyinginterfeits and by protecting against defectsl.”

The court found that, regardless of whether the fragrance bottles «/itsP@ removed were, in
fact, genuine, the trademark owner was still likely to succeed on its infringement claims against
CVS, reasoning:
Where the alleged infringer has interfered with the

trademark holder’s ability to cail quality, the trademark holder’s

claim is not defeated because dfufiee to show that the goods sold

were defectiveThat is because the interference with the trademark

holder’s legitimate steps to control quality unreasonably subjects

the trademark holder to the risk of injury to the reputation of its

mark. “One of the most valuablad important protections afforded

by the Lanham Act is the right wontrol the quaty of the goods

manufactured and sold under the holder’'s trademdtk.Greco

Leather Prods. Co. v. Shoe World, In806 F.2d 392, 395 (2d

Cir.1986). In attaching its marlo its goods over time, a holder

assures consumers that the goodaform to the mark holder’'s

guality standards.

Id. at 243-44 (emphasis added).

47



In FURminator, Inc. v. Kirk Weaver Enterprises, lr#5 F. Supp. 2d 685, 686 (N.D. Ohio
2008), another case cited Blaintiffs, a trademark holder conttad with a company to destroy a
defective batch of pet grooming teolRather than destroying tlools, the company sold them to
another party, and eventually thegded up in the hands of Wea¥arterprises, which sold the
tools to consumers atelgly discounted pricedd. at 687-88. The tradeark holder sued Weaver
for trademark infringement. Weaver argued tihat tools were genuine and that they were an
innocent third party purchaser of the toold. at 688-89. The court granted summary judgment
to the plaintiff, finding that the sales of thefelgive tools were unauthieed and the tools could
not be considered authentidd. at 690. The court noted that the Lanham Act “affords the
trademark holder the right to control the lijyaof goods manufacted and sold under its
trademark. Indeed, . .. the actual quality of the gi®dselevant; it is tk control of quality that
a trademark holder is entitled to maintainid. at 690 (internal quotation marks and citations
omitted).

Crescent distinguishes both of these cdsepointing out that the infringers, unlike
Crescent, were not licensees of the trademark.

Robert Trent Jones I, Inc. v. GFSI, In637 F. Supp. 2d 1061 (N.D. Cal. 2008), a case
relied on by both parties, involvas alleged infringement by a licege. The licensor agreed, in
a written license agreement, to allow the licerntsesell trademarked products in certain retail
stores, but not in “discount storedd. at 1064. The licensor discovered the licensee was selling
its goods at a number of stores which the licebstieved were discount stores, and the licensee
admitted its intention to contingelling to one store in partiar, The Golf Warehouse (“TGW").
The licensor then filed suit, seeking a prelimynajunction barring thecontinued sale of its

products in TGW. The court noted that, duethe license, the sales were not “inherently
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unauthorized,” and that the resolution of the suit depended on the proper interpretation of the term
“discount store” in the license agreemelot. at 1066. After consideringarol evidence, the court

found it could not conclude TGW was a “discount store” and denied plaintiff's request for a
preliminary injunction.Id. at 1067, 1069.

Crescent’s use of the FITS trademark wasMiise not “inherentlynauthorized” because
it did have a licenseRobert Trent Jones Ik distinguishable, howev, because it involved the
court’s interpretation of a speafivritten term of a contractSee also Lars v. San Siro, Inklo.

96 Civ. 9499 (JFK), 1997 U.S. Dist. LEXIS 9398, at *25 (S.D.N.Y. May 19, 1997) (“Because Mr.
Lars specifically reserved the right to make..inspections of production samples in order to
control the quality of the clothingearing his Mark, the & that [d]efendant dinot obtain all such
approvals prior to distributioma sale renders the unapprovedngents for the Spring 1997 line
nongenuine.” (citations omitted)).

In Miller v. Glenn Miller Productions, In¢.318 F. Supp. 2d 923, 936 (C.D. Cal. 2004),
aff'd, 454 F.3d 975 (9th Cir. 2006), a case discussed lbyfdmoties, the defendant argued that an
alleged license agreeméhtitcould not have conveyed a tradark license because the agreement
did not contain a provision for the supervision @ontrol over the goods and services GMP [the
defendant] produced under the license.” Tbert rejected that argument, reasoning:

It is well established that whethe owner of a trademark licenses
the mark to others, he retaims “duty to exercise control and
supervision over the licensee’seusf the mark.” However, a
provision recognizing the licensorsipervision and control is not
an essential element of a trademark licergse Dawn Donut Co. v.
Hart's Food Storesinc., 267 F.2d 358, 368 (2nd Cir. 1959) (“The

absence . . . of an express contraght to inspect and supervise a
licensee’s operations does not mehat the plaintiff's method of

18n that case, it was to the deéant’s benefit for the agreementlte construed as “license of
Glenn Miller’s right to publicity”rather than a trademark licendd. at 934.
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licensing failed to comply with #hrequirements of the Lanham Act.
Plaintiff may have in fact exercidecontrol in spite of the absence
of any express grant by licenseet the right to inspect and
supervise”);Bunn—O—-Matic Corp. v. ihn Coffee Service, In@B8
F. Supp. 2d 914 (C.D. Ill. 2000)holding that an agreement
conveyed a trademark license desplie agreement’s lack of an
explicit quality contol provision). A license agreement need not
contain an express quality contrprovision because trademark
law, rather than the contract itselfpnfers on the licensor the right
and obligation to exercise quality control herefore, the lack of a
guality control provision in the 1956 agreement does not mean that
Helen Miller could not have conveyea valid trademark license to
GMP.

Id. at 936-37 (emphasis added; some citations omitted).

In Trailers International, LLC vMastercraft Tools Florida, In¢gNo. 3:15-cv-00171-BR,
3:15-cv-00767-BR, 2016 WL 4154935 (D. Ore. Adg.2016), a case cited by Plaintiffs, the
trademark owner/licensor granted a license tal#fendant/licensee to maagture and distribute
trailers that incorporatedademarked technology. The meodum of understanding (“MOU”)
which contained the license did not cantwritten qualitycontrol provisions.ld. at *6. In April
2011, the licensor began sending notices of detaulhe licensee “regarding the [licensee’s]
alleged failure to abide by specific terms i tiOU and their alleged failure to manufacture
trailers to Plaintiffs’ standards.Id. at *1. In October 2011, the liceor sent the liensee a letter
which specifically statet{tlhe use of any andll intellectual properties related to the agreement
and UtilityMate brand is hereby revoked of the date of this letter.ld. at *6. The licensee
continued to manufactui@nd sell the trailers, and the licensor sued for trademark infringement
relating to the sales after the letter was séshtat *2

The court held that the lack of written gitsalcontrol provisions in the MOU did not

foreclose the licensor’s claims, reasoning thia¢ ‘tanham Act provides a trademark holder with

the right to control the qualitgf goods manufactured and saidder their trademark, to cancel
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orders, and to forbid distributiaf products that have not begypaoved by the trademark holder.”
Id. at *6 (citingEl Greco Leather Prods.&, Inc. v. Shoe World In806 F.2d 392 (2d Cir. 1986)).
As a result, the court held that the “license agrent need not contain arpress quality-control
provision because trademark law rather than theactself confers on #hlicensor the right and
obligation to exercise quality control.Id. (citing Miller v. Glenn Miller Prods., InG.454 F.3d
975, 992 (9th Cir. 2006)). Ultimately, the cbuwlenied the licensor's motion for summary
judgment, finding that there waes question of fact regarding hether Plaintiffs adequately
communicated” the quality control standards to the defend#htsin theTrailers International
case, the licensor affirmativelystructed the licensee to stdgstributing theproducts once the
licensor discovered the quality issues, and soughéf only regardingtrailers distributed
thereafter. How that fact affected the cauréinalysis is unclear; however, that fact does
distinguish theTrailers Internationalcase from the case at barhere the parties agreed to a
continuing relationship as defined bet@hancery Court Case injunction.

The language regarding the rigiita licensor to exercise ditg control in the treatise and
cases quoted above is influential. Nevertheless, after carefully consitherisgues as presented
by the parties, the Court remains unconvincedgbageral principles of trademark law can impose
specificquality control or approval provisions betwedbe parties where they were not otherwise
bargained for. While a licensor must exerajselity control to woid abandoning a trademark
under the concept of “naked licensing,” even Ritignacknowledge “total control is unnecessary.”
[Doc. 326 at Page ID # 6279]. Yet they ask tlm€to read into theilicense a provision for
YEI's total control such that preapproval frofoe for any change to FITS was required.

At least one court has held that “[t]he fétat a license does nabradition use of a mark

on the licensor’s quality standardses not establish the issuerdfingement if the licensee was
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in fact granted the right to produceoducts without the ciensor’s control.”Sleash, LLC v. One
Pet Planet, LLCNo. 3:14-cv-00863-ST, 2014 WL 3859975, at *14 (D. Ore. Aug. 6, 2014). In
Sleash a case not cited by the parties, the traderoankers argued in partah“the principle of
‘naked licensing’ means that [the licensee’sjdarction of the Sleash Pet Specialty Products that
are inconsistent with Sleash’s djtiastandards subjects [the licensee] to liability for trademark
infringement.” Id. at *13. The court found that:

[T]he mere fact that Sleash has an independent duty to maintain

certain quality standards in orderavoid abandoning its mark does

not establish trademark infringement. As a result, the resolution of

Sleash’s trademark infringemeatgument turns on whether the

specific grant clause in the danse Agreement conditioned [the

licensee’s] use of the Slingerand Sleash® marks on Sleash’s

“joint” approval pursuant to Section 5.4 [of the license agreement].
Id. at *14 (citation omitted). Tdacourt ultimately found Sleash was not likely to succeed on the
merits of its argument concernirige language of the licenseragment, and denied Sleash’s
motion for a preliminary injunctionld. at *18-20.

The Court again acknowledges that trademark osy@es a general rule, have the right and
duty to control the use of their trademarks. Wheéme how they exert that right and duty clearly
varies from case to case. MRl#fs ask the Court to find, as matter of law, that: “Crescent
infringed YEI's FITS trademark when it seizedntrol over the FIT®rand and altered FITS
products’ packaging, colors, patterns, and deswgtisout YEI's authority or approval between
September 2013 and February 28, 2016.” [Doc. 3B&age ID # 6288]. The Court finds there are
guestions of fact concerning what changes (if any) Crescent was permitted to make, as well as

what changes Crescent actuallg diake and when. Summary judgment in favor of Plaintiffs on

their trademark infringement clainsstherefore inappropriate.
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To summarize, the Court’s holding is that:Plintiffs’ FITS Claims arising after April
22, 2015, are not barred by res judicata and will bestated; 2) PlaintiffSFITS-only trade secret
claims should not have been dismissed and will aéseeinstated; 3) Defendants are not entitled
to summary judgment on Plaintiffs’ remainingTH Claims based on col&al estoppel or the
absence of written control/aggwal provisions in the Business dggment; and 4) Plaintiffs are
not entitled to summary judgment on Count thadir third amended compid (Federal Trademark
Infringement — Crescent).

IV.  CONCLUSION

For the foregoing reasons, andsasforth herein, Plaintiffgnotion for revision [Doc. 458]
is GRANTED IN PART and DENIED IN PART . The Court’s previous order on the summary
judgment motions [Doc. 453] MACATED IN PART to the extent it dismissed Plaintiffs’ FITS
Claims arising prior to April 22, 2015, and to tietent it dismissed Platiffs’ FITS-only trade
secret claims and Defendants’ FIB8ly trade secret counterclaims.

The Court hereby reinstates Plaintiffs’ FITS @Glaiasserted in Counts I, 11, V, VI, X, XI,
and XIllII of the third amended complaint, to the extent these claims arose after entry of the chancery
court’s Order Regarding PostidlrMotions on April 22, 2015. All HIS Claims arising prior to
April 22, 2015, remain dismissed pursuanthte Court's November 14, 2017, memorandum and
order [Doc. 453].

All FITS-only trade secretlaims asserted in Countél, VII, and XVI are hereby
reinstated. Defendants’ FITS-grttade secret counterclaims &ereby also reinstated.

V. SCHEDULING ORDER/STATUS CONFERENCE
At the parties’ request, ti@ourt previously set aside the following dates from the amended

scheduling order: 1) the deadline for submission effitial pretrial order, 2) the date for the final
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pretrial conference, and 3) tieal date [Docs. 215, 456]. With the issuance of this Order, the
Court finds it necessary twder new dates, as follows:

1. Special Reguests to I nstruct for Jury Trial:

Pursuant to Local Rule 51.1, requests for jastructions shall be submitted to the Court
no later thanJune 25, 2018and shall be supported by citations of authority pursuant to Local
Rule 7.4. A copy of the prepared jury instructishsuld be sent as an electronic mail attachment
tolee chambers@tned.uscourts.gov

The parties shall confer and submit a joint proposal for jury instructions to the extent
possible. Before submitting proposed instructiorthéoCourt, the partigaust attempt to resolve
any disagreements. If not submitted jointly, eaeh of proposed instructions must include a
certification that the movant has good faith conferred or attentga to confer with the other
parties in an effort to res@vany disputed instructions.

The Court uses the Sixth Circuit Criminaltféan Jury Instructions as its model in
formulating the final instructiongiven to the jury; therefore, gltoposed instructions must follow
their form of the pattern instrtions. The parties shall not submibposed instructions for matters
common to both civil and criminal cases and coddrg the pattern instructions unless they seek
to depart from t hoseatdard instructions.

The parties shall also submit no later thame 25, 2018 proposed verdict form(s),
including any proposed speciaterrogatories for the jury.

2. Final Pretrial Conference:

@) A final pretrial conference will be held in this caseloly 23, 2018, at 2:00 p.m.
[EASTERN], before United States Magjrate Judge Susan K. Lekh Floor Courtroom, U.S.
Courthouse, 900 Georgia Avenue, Chattanooga, Bseee All lawyers whplan to participate
in the trial must be present in person at the fimatrial conference. Thwarties shall prepare and
submit a proposed final pretriald@r to the Court on or befodeine 25, 2018 The proposed final
pretrial order shall include a chart settingtfioany outstanding objections to exhibits and
deposition designations, along witesponses to the objectiomsd citations to appropriate
authority.

(b) The Clerk may provide counsel withjuay list containing names and personal
information concerning prospectivetipgurors (hereafter;the jury list”). Counsel and any other
person provided with the jurysli may not share the jury list information therein except as
necessary for purposes of jury selection. Following jury selection, counsel and any other person
provided the jury list must return to the Clerk the jury list and any copies made from the jury list
or destroy them.

3. Trial: The Trial of this case W be held before United States Magistrate Judge
Susan K. Leavith a jury beginning orAugust 20, 2018 The trial is expected to lasto weeks
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Counsel shall be present@B0 a.m.to take up any preliminary matters which may require the
Court’s attention. The parties shiaél prepared to commence triaBad0 a.m.on the date which
has been assigned. If this case is not heard dhantedy, it will be held in line until the following
day or any time during the weel the scheduled trial datesSHOULD THE SCHEDULED
TRIAL DATE CHANGE FOR ANY REASON, THE OTHER DATES CONTAINED IN
THIS ORDER SHALL REMAIN AS SCHEDULE D. SHOULD THE PARTIES DESIRE A
CHANGE IN ANY OF THE OTHER DATES, THEY SHOULD NOTIFY THE COURT
AND SEEK AN ORDER CHANGING THOSE DATES.

4. Status Conference:

The Court will conduct a status conferenceMay 31, 2018, at 9:3@.m. [EASTERN],
4th Floor Courtroom, U.S. Courthouse, 900 @eohvenue, Chattanooga, Tennessee. During the
conference, the Court will requitee parties to inform the Coudf the status of each of the
pending motions, including whether any agreedlmiems have been (or are likely to be) made
to narrow the issues presented or resoleantbtion in its entirety. This includes:

1. Crescent’'s motion in limine (“MIL”) texclude opinions of D. Michael Costéflo
[Doc. 309];

2. Crescent’'s MIL to exclude éhopinions of Stuart SeltZ&{Doc. 313];

3. Crescent’s MIL to exclude the oponis of Pete Canalichio [Doc. 317];
4. Plaintiffs’ MIL to exclude tesmony of Thomas Lee [Doc. 328];

5. YEI's motion to strike expert tagtony of Esther Roberts [Doc. 329];
6. Crescent’'s MIL to exclude opions of Mitchell Becklet* [Doc. 334];

7. Crescent’s MIL to exclude opimins of Oscar Nardi [Doc. 337];

19 Crescent should address this motion in lighthef Court’s order at Docket No. 366, as well as
the Court’s rejection in the summary judgmender of Defendants’ gument concerning Mr.
Costello’'s method of calculai damages and discussion K&milton-Ryker Group, LLC v.
Keymon No. W2008-00936-COA-R3-CV, 2010 W823057 (Tenn. Ct. App. Jan. 28, 2010)
(discussing TUTSA)deeDoc. 453 at Page ID #15583-85].

20 Both parties should be prepardaddress the relevance oéttestimony of their respective
licensing experts in lightf the Court’s holdig in this Order.

21 Both parties should be preparedaddress the starda that apply and véther Mr. Beckler is
a witness specially employed or retained.
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8. Crescent’'s motion to strike supplementseigert reports ancebuttal reports of
Stuart Seltzer and Pete Canalichio [Doc. 343];

9. Plaintiffs’ motion to strike Defendantsupplemental disclosure of Bill Reveal
[Doc. 396];

10.Crescent’s first MIL to preclude testimomayd argument about irrelevant issues
from state court case [Doc. 411];

11.Crescent’s second MIL to preclude refeze to discovery disputes [Doc. 413];

12.Crescent’s third MIL to preclude use oktkerm “trade secret” by YEI's experts
[Doc. 415];

13. Plaintiffs’ MIL concerning Yoe’s salary, issues litigated in the Chancery Court
Case, and the parties’ post-appeal settlement agreentkeatChancery Court Case
[Doc. 417];

14. Plaintiffs’ MIL to prohibit and exclude gimony of Erich Joachimsthaler Relating
to Licensing [Doc. 418]; and

15. Plaintiffs’ motion for permission to sumit confidential documents [Doc. 419].
In addition, the Court previously entered a memorandum and order [Doc. 452] concerning
Crescent’s motion for sanctions pursuant to Fedeude of Civil Procedure 37(e) for alleged
spoliation of electronically sted information [Docs. 288 & 289]The Court’s order states:

Defendants mainly seek a ruling preventing or limiting
YEI's attempt to recoup any ofsitalleged $2 million in costs for
recreating the FITS sock-reldtedechnology. Given the Court’s
contemporaneous ruling on the suargnjudgment motions, it is not
clear to the Court how any suchsts could be recovered in the
claims that remain pending in this action, but the Court has
insufficient information at this time and the parties have not been
able to consider the summamnydgment ruling yet. If Plaintiffs
intend to attempt to pursue sucbsts given the Court’s grant of
partial summary judgment to Cresten this action, the Court will
hear from the parties at the finaletrial conference as to what, if
any, non-monetary remedial measuegs proper in light of this
Order.

The Court WillRESERVE ruling on the imposition of any
monetary remedial measures ilnany post-trial motions are
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addressed so that the parties rbayfully heard at an evidentiary
hearing regarding the proprietyna extent of any such measures
without distracting either theddrt from addressing the numerous
motions recently filed or the parties’ trial preparations.

[Doc. 452 at Page ID #15543].

At the status conference, the Court will atgar from the parties on the remaining issues
regarding spoliation sanctions. Specifically, ®eurt will hear from the parties regarding the
legal basis for the $2 million damages request for the out-of-pocket expenses Plaintiffs allegedly
incurred in having to recreatbe FITS programs, how th@diation order impacts Crescent’s
second motion in limine to preclude refererioediscovery disputes [Doc. 413], and possible
remedial measures for the spoliatise¢Doc. 452].

In addition, the Court previously reserveting on any trade secret misappropriation claim
relating to the three socks knitted on a 1@@die machine and the one sock knitted on an 84-
needle machine [Doc. 453 at Page ID # 15582-B@ffendants argued in their summary judgment
motion that both of Plaintiffs’ technical expgeradmitted Plaintiffs hae no evidence that the
alleged trade secrets were used to make these four typesksf [Doc. 325 at Page ID # 6187-
88]. The Court noted that Plaiffisi witness Mitchell Beckler te#ied his report did not contain
an opinion that trade secret nunbé, 2, 3, 6 and 21 wetssed in these fouypes of socks, but
that his testimony was less clear regardingtivar trade secret nirars 13, 14, and 16 were
incorporated [Doc. 453 at Page ID # 15582]. Ther€Cfurther noted that Rintiffs’ witness Oscar
Nardi’'s testimony regarding whethiéye trade secrets were incorporated into these socks was even
less clear than Beckler'sd] at Page ID # 15582-83]. If thentias have not dierwise resolved
this issue prior to the status conference, Rfesnshould be prepared to point out the record

evidence concerning whether any trade secrete weorporated into these four socks and the

specific portions of the expert’s reppeddressing each sock and trade secret.
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Finally, the parties must discuss bifurcat@md/or trifurcation of the trial prior to the
conference and come prepared to present their position(s) regarding same.
SOORDERED.

ENTER:

SUSANK. LEE
UNITEDSTATESMAGISTRATE JUDGE
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