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UNITED STATESDISTRICT COURT
MIDDLE DISTRICT OF TENNESSEE
NASHVILLE DIVISION

PROCRAFT CABINETRY, INC,, )
)
Plaintiff, )
)
V. ) No. 3:17-cv-01392
) CHIEF JUDGE CRENSHAW
SWEET HOME KITCHEN AND BATH, )
INC., et al., )
)
Defendants. )

MEMORANDUM OPINION

Pracraft Cabinetry, Inc. (“Procraft Cabinetry”) brought this action agamdtiple entities
and individuals includingwo of its shareholders, Qiang Huang and Min Hua Lin, alleging
trademark infringement, violations of tRacketeeringnfluenced and Corrupt Organizations Act,
18 U.S.C. 88 1961 et seq., and contract violations for violating the Shareholder Agreement. (Doc.
No. 235.) In response, Huang and Lin filed a Third Party Complaint against Sophia Chend the thi
shareholder and president of Procraft Cabinetry, alleging that she usurpedobeate authority
by unilaterally directing Procraft Cabinetry to bring this action. (Dax.2$5.)Count RFve of the
Third Party Complaint demands th@len direcProcraft Cabinetryo withdraw this lawsuit. Id.
at 24.)After hundreds of filings and multiple hearings over arsbnth period, on April 27, 2018,
the Court issued an Order pursuant to Federal Rule of Civil Procedure 56(f)ithanded to
dismiss the case, granting summamygoment to Huang and Lin ddount Rve of theThird Party

Complaint. (Doc. No. 270.) After a reasonable time for disgoaed reviewing the additional
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briefing from the parties, summary judgment is granted to Huang andnL@ount kve of the
Third PartyComplaint?

l. Backgroundand Undisputed Material Facts

On January 15, 2010, Chen formed Procraft Cabinetry by filing the formation péters
the Tennessee Secretary of State. (Doc. No. 322 atAlt the time, Chen was the only shareholder
of Procraft Chainetry. (d. at 2.) In November 2014, Chen, Huang, and Lin enteredtir@o
“Shareholders’ Agreement of Procraft Cabinetry, Inc. Company.” (Doc. N0.2235The
Shareholders’Agreement purported toform “Procraft Cabinetry, Inc. (429 McNally Dr.,
Nashville, TN 372143311, which shall be the only cabinet manufacturing company with
occupancy in the entire building) a Company to be registered in Nashville, Davidsoty C
Tennessee . . . for cabinesgles . . . .”lfl. at 2.) Huang, Lin, and Chen entered into the agreement
because they saw a “growing market opportunity to provide company services for lughtias
and commercial needs,” and wanted to pursue that “opportunity by their engagathefteav
Company.” [d.) “The Company” is defined as “Procraft Cabinetry, Intd’)(

Under the Shareholders’ Agreement, Chen became the President with 50% ofdke shar
Huang and Lin became Vice Presidents with a combined 50% of the skdiras2@.) Chen, as
Presidentperformedhree tasks that were not shared with the Vice Presidents: (1) “repirggent[
and warranihg] that all debts and liabilities have been paid in full prior to the execution of this

agreement”; (2Jnaking“daily decisions thatrivolve $5,000.00 or less in all Procraft locations”;

! Procraft Cabinetry filed a Motion to Strike the Third Party Complanater Federal Rule of Civil Procedure
12(f) because Huang and Lin verified it but did not read it. (Doc. No. 315.) ©hd @ay strike from a pleading “an
insufficient defense or any redundant, immaterial, impertinentamdalous matter.” Fed. R. Civ. P. 12Rule 2(f)
motions are “viewed wh disfavor by the federal courts are infrequently granted.” C. Wright &iller, 5C Fed.
Prac. & Proc. Civ. § 1380 (3d edBrocraft Cabinetry offers no authority that failure to read a pleatingehow
makes the pleading “redundant, immaterial, impertinent, or scandalodact) whether a pleading is verified has no
bearing on summary judgment. Fed. R. Civ. P. 1H@g; alsbA Fed. Prac. & Proc. Civ. § 133%herefore the
Motion is denied.



and (3) “ensur[inpall taxes are paid and that there are no outstanding ddbtsat 8.) All three
partnershared the remaining ten tasis); “voting on decisions that involve more than $5,000.00,
where the majority vote will rule”; (2) “overseeing manufacturing ofreatoy’; (3) “ordering and
distributing cabinetry supplies to all Procraft Cabinetry locationd);“¢ommunicating with
cabinetry suppliefs (5) “determining the quality of cabinetsbinetry from other suppliers™)
“set pricing of cabinetry”; {) “implement marketing for Procraft Cabinetry, Inc. and all Procraft
Cabinetry locations”;§) “approve of local advertisements for all Procraft Cabinetry locdtions
(9) “operational decisions for other Procraft Cabinetry locatignand (10) “determining
commission rates for any business referrals form one Procraft Cabawoatiipn to another(Doc.
Id. at 34.) Chen, Huang, and Lin all signed the Shareholders’ Agreement anslghaiures were
each notarizedld. at 9.) It is undisputed that the Shareholders’ Agreement is a “true and correct
copy of the Shareholders’ Agreement of Procraft Cabinetry Inc. Comp&moc’ No. 325 at 5.)

Although each signed the Shareholders’ Agreetynone of the three Partners asked for it
to be translated into their natural languaghich isMandarin, nor did they personally read the
Agreement. Id. at 1516.) Instead,the attorney who drafted the Agreement, Michael
Maksimovich, explained the provisions to Lin and Huang in English. (Doc. Nel 2848439.)
No onetranslated the Shareholders’ Agreement to Chen prior to her signing the doé(bemnt.
No. 292-1 at 2.)

Eventually, theshareholderstelationship broke down. On October 19, 20P¥ocraft

Cabinetry, at Chen’s directiofiled the original Complaint, alleging essentially that Huang and

2 Because none of the Shareholders actually read the Shareholders’ Agreehegntar@ues that the
Agreement is not an accurate repragagon of the parties’ intent. (Doc. No. 297 ati%) Although the Court will
analyze those arguments below, given the Court’s conclusion thagjitbement is unambiguous, it is unnecestary
discusgthe remaining forty pages of nonmaterial facts in Procraft Cabisdiliyigs. (Doc. No. 325.) In compliance
with Federal Rule of Civil Procedure 56(f)(2), the Court laid out all ofntlagerial facts in its prior Memorandum
Opinion (Doc. No. 270), and Procraft Cabinetry concedes that the remédnis are only material if the Court finds
the Shaeholders’ Agreement ambiguo(which it does not)(Doc. No. 297 at 7.)
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Lin created the other entity Defendants, conspired with them to infringe on Pf@alafietry’s
trademarks, and are using the schenmtopete withHProcraft Cabinetry and ultimately cut Chen
out (Doc. No. 1.) The originaComplaintalleged that Huang and Lin “were to become owners of
ProCraft through their purchase of ProCraft stock.” (Doc. No. 8 at 86.) The original @umpla
sought reliethat Huang and Linbe made tgell their shares of Procraft Cabinetiyg. @t 89.) The
same allegations were repeated in the Amended Complaint (Doc. No. 796t ahd the Second
Amended Complaint, which is the operative Complaint (the “Complaint”) (Doc2B®at 103
09). However, the Complaint onggemandedhat Huang and Lin sell their shares of Procraft
Cabinetry “to the extent [the Shareholders’ Agreement] is valid, binding, and esiitec’ (d. at
109.)

On January 12, 2018, the Court issued a Tempadmng@ugction to maintain the status quo.
(Doc. No. 87.) That injunction was nesponséo allegations that Huang and Lin were going to
vote as shareholders of ProCraft to voluntarily dismiss this lawsditai 1.) The injunction
enjoined Huang and Lin “from voting as shareholders or directors of ProCrdftigading in the
operations of ProCraft; or taking any other action on behalf of ProCraft, dicectl/a derivative
action.” (d.) The Court clarified that the injunction does not prevent Haargn from filing any
derivative actions in the instant case as counterclaims orghitg claims. (Doc. No. 248.)

In March 2018, Procraft Cabinetry filed its Motion to Amend the First Ame@iemplaint
(Doc. No. 200). Two days later it filed another Motion for a Temporary Restraining, @nder
time against Procraft Cabinetry Florida, LLC, for trademark infringrgim(Doc. No. 205 .After
reviewing theallegations in the almo®x00 page Complaint, the Cowtdered supplemental
briefing on whether Chelmad authority to unilaterally direct Procraft Cabinetry to file this agtio

finding it may be dispositive on thotion for aTemporary Restraining Order. (Doc. No. 232 at



1.) Procraft Cabinetryesponded, in part, that the Shareholders’ AgreementQaseauthority
to direct itto file the lawsuit. (Doc. No. 237 at 4.)

On April 17, 2018, Huang and Lin filed the Third Party Complaint, which contained
verified allegations that Chen improperly unilaterally directed ProCafinetry to file this action.
(Doc. No. 255.) Because this is a dispositive iasuderTennessee law, the Court stayed all the
remaining discovery andrderedsupplemental briefing on the issue. (Doc. No.-ZI0 In its
Memorandum Opinion, the Court laid out all of the material facthe issue, explained the law
on corporate authority, and explained that, under the facts currently before the Caudiddie
have authority taunilaterally direct Procraft Cabinetry to fithe lawsuit. (Doc. No. 270.) It
allowed further discovergn the narrow issue of corporate authority and allowed for supplemental
briefing. (Doc. No. 271.The parties have filed their supplemental briefs (Doc. No. 297, 330, 336
358), and the issue is ripe for decision.

1. Standard of Review

The Court may grant summary judgment on grounds not raised by a party afieg “gi
notice and a reasonable time to respond.” Fed. R. Civ. P. 56(f)(2). The Court must view the
“inferences to be drawn from the underlying facts . . . in the light most favorable paurtye

opposng the motion.” Matsushita Elec. Indus. Co. v. Zenith Radio Corp., 475 U.S. 574, 587 (1986)

(quotingUnited States v. Diebold, Inc., 369 U.S. 654, 655 (1962)). Because the Court satisfied the

initial burden of “identifying portions of the record that demonstrate the absencgeoiuae

dispute over material factsRodgers v. Banks, 344 F.3d 587, 595 (6th Cir. 2003), Procraft

Cabinety and Cherhavethe burden of showing that a rational trier of fact could firtthéir favor
or “that there is a ‘genuine issue for triaMatsushita475 U.S. at 587. If the evidence offered by

Procraft Cabinetrgnd Chens “merely colorable,” or “nbsignificantly probative,” or not enough



to lead a fahminded jury to find in its favor, the Court should grant summary judgment to Huang

and Lin. Anderson v. Liberty Lobby, Inc477 U.S. at 24%2. “A genuine dispute between the

parties on an issue ofaterial fact must exist to render summary judgment inappropriate.” Hill v.
White, 190 F.3d 427, 430 (6th Cir. 1999) (citing Anderson, 477 U.S. at 247-49).

[l Analysis

All parties begin the analysis portion of their briefs discussing standing. NRo@97 at
6; Doc. No. 330 at 10.) The Court’s Rule 56(f) Memorandum Opinion didhadkengeProcraft
Cabinetrys standing to bring this lawsuit. (Doc. No. 278tanding $ a doctrine that “limits the
category of litigants empowered to maintain a lawsuit in federal cosdei redress for a legal

wrong.” Spokeo, Inc. v. Robins, 136 S. Ct. 1540, 1547 (2016) (ctaley Forge Christian Coll.

v. Ams. United for Separatioof Church and State, Inc., 454 U.S. 464, 473 (19&2)plaintiff

proves it has standing to bring a lawsuit {1) suffered an injury in fact, (2) that is fairly traceable
to the challenged conduct of the defendant, and (3) that is likely to besextit®g a favorable

judicial decision.”ld. (citing Lujan v. Defenders of Wildlife, 504 U.S. 555, 560 (1992)). It is fairly

obvious that Procraft Cabinethas standing to bring the Complaintaiteges that it suffered
injuries in fact, including trademark infringement, tlaae fairly traceable to the challenged
conduct of the defendants and can be redressed by a favorable judicial decision. (Doc. No. 235.)
In fact, he Court held in its previous Memorandum Opinion that Procraft Cabinetry could have
broucht this direct action had its shareholders properly authorized it. (Doc. No. 270 at 3.) It
reiterates that holding here.

Rather, the questiatie Court raiseés whether Chen haauthorityto unilaterally direct
Procraft Cabinetry to bring this action. (Doc. No. 2Adnder Tennessee lawach officer of a

corporation “has the authority and shall perform the duties set forth in the bylawshe extent



consistent with the bylaws, the duties prescribed by the board of directordoedtyon of an
officer authorized by the board of directors to prescribe the duties of otheraffitenn. Code
Ann. 8§ 4818-402.In the Court’s Rule 56(f) Memorandum Opinion, the Court found that Clgen di
not have the authority to direct the corporation to file this lawsuit (Doc. No. 270 at 4), aafdriner
suggestedhat this action should be dismissed.

A. Whether the Shareholders’ Agreement is Valid and Binding

Attempting to pinpoint and addreBsocraft Cabinetry’sand Chen’s arguments in support
of Chen’s authority to direct Procraft Cahliryeto bring this action iakin totrying to hit a moving
target. As previously explained, Procraft Cabinétaglargued that Huang and Lin violated the
valid Shareholders’ Agreement and attempted to enforce the contract.itiedbéa injunction
preventing Huang and Lin from acting under that conteagdismiss the First Amended Complaint
It then argued that Chen had the ability to direct Procraft Cabinetry thiilawsuit.

Now, after the Rule 56(f) Order, everything has changelrdaoraft Cabinetry’ rincipal
brief, it argues that the Shareholders’ Agreement is ambiguous and appaaggdsthat here
are two Procraft Cabinetry corporatidmescause the parties intended to create a company separate
from Chen’s Procraft CabinetryDoc. No. 297 at 9.) In response to Huang and Lin’s argument
that there cannot be two Procraft Cabinetry companies under Tennessee law (Doc. NB0B30 a
Procraft Cabinetryagain shifts course in its reply brief, arguing that (1) the Shareholders’
Agreement is ambiguous; (2) the parties intended to create a company other atiait Pr
Cabinetry, Inc.; (3) the Court should read the Shareholders’ Agreeametreating a sepaeat
company and essentially form that company for the three shareholdeegpgerider the Procraft
Wholesale brand name; (4) the Court should hold that Chen is the sole shareholder of Procraft

Cabinetry, Inc., as she was when it was formed in 2010; arf€h@as the sole shareholder, had



authority to direct the corporation to file this lawsg(iRoc. No. 336.Chen joins these arguments.
(Doc. No. 358.)

The first two premises of both of Procraft Cabinetgfsl Chen’sarguments are flawed
First, the Shareholders’ Agreement is not ambigubusider Tennessee law, the Court’s “initial

task in construing a contract is to determine whether the language is ambi@anigrs Gin Co.

v. Fed. Compress & Warehouse Co., Inc., 78 S.W.3d 885, 890 (Tenn. 2002). When construing the

contract, theCourt’s main focus is to effectuate the parties’ intent at the time they entered the
contract, which is “presumed to be that specifically expressed in the belty obntract.’id. A
“strained construction [of the contraet]ll not be placed on the language used to find ambiguity

where none existsld. at 981 (quoting Empress Health & Beauty Spa, Inc. v. Turner, 503 S.W.2d

188, 190-91 (Tenn. 1973)).
“It is not the role of this Court ‘to make a different contract than éxatuted by the

parties.”” Hanks v. First Am. Title Ins. Co., No. M200D560COA-R3-CV, 2018 WL 2230674,

at *5 (Tenn. Ct. App. May 16, 2018) (quoting Quebecor Printing Corp. v. L&B Mfg. Co., 209

S.W.3d 565, 5781 (Tenn. Ct. App. 2006)). Although a “word or expression in the contract may,
standing alone, beapable of two meaningsfie “language in a contract must be construed in the

context of that instrument in the whole, and in the circumstances of that casejraotcbesfound

to be ambiguousiithe abstract. Adkins v. Bluegrass Estates, 360 S.W.3d 404;¥32Tenn. Ct.

App. 2011) (quoting Fisher v. Revell, 343 S.W.3d 776, 780 (Tenn. Ct. App. 2009)). “Thus, in

determining whether or not there is such an ambiguity as calls for iritgiqne the whole

3 Tellingly, Procraft Cabinetrydirected solely by Chenlid not believe the Shareholders’ Agreement was
ambiguous foalmostthe entire litigation (or prior). In fact, it appeared to believe the exactsie, asserting multiple
causes of action on the basid of and Huang's allegetireaches of the Agreement. (Doc. No. 235.) It was not until
the Court entered its Rule 56(f) Order that Procraft Cabinetry changeskdowargue the Agreement’s ambiguity.

8



instrument must be considered, and not an isolated part, such as a single senteageaphgar
Id. at 412 (quotingFisher 343 S.W.3d at 780).

Procraft Cabinetry makes four arguments that the contract is ambiguousit Birgues
that the wod “Company” in the title of the document, “Shareholders’ Agreement of Procraft
Cabinetry, Inc. Company,” unambiguously shows that it governs a company other thaft Procr
Cabinetry, Inc. (Doc. No. 297 at 9.) Second, it arguestiigatlause ithe Agreermentthatstates
that the company is “to be regised” in the futureshows that the company is not yet in existence.
(Id. at 910.) Third, it argues that the Agreement states that it will be a “cabinet maningctur
company” when it is actually only invadd in sales.ld. at 10.) Fourth, the Agreement only
allocates 1,000 shares when the documents on file with the Tennessee Sec&itaey sy that
it is authorized to allocate 10,000 sharés.) (

The firstarguments not persuasive. The word “Compé&mpes not change the company’s
name,andTennessee law generally allows only one “Procraft Cabinetry, Inc.teegiswith the
State. Tenn. Code Ann. 8§ 48-101(b).Further, the Shareholders’ Agreement itself defines the
“Company” as “Procraft Cabinetrync.” (Doc. No. 3411 at 2.) There is no ambiguity.

Second, that the Company is “to be registered” in Davidson County, Tennessee, is not
ambiguous given its context within the entire agreement. (Doc. Ne2 203.) Procraft Cabinetry
is correct that ifthe Court were to look solely at that sentencenight appeathat the three
Shareholdersvere attempting to create a new company. However, the Court cannot consider a
“single sentence” in determining the contract’'s ambiguigkins, 360 S.W.3d at 41@uoting
Fisher 343 S.W.3d at 780). Reading the Shareholders’ Agreement as a whole, it inati¢lae t
parties intended to own Procraft Cabinetry, Inc., and their relationsgsgobe governed by the

Shareholders’ Agreement. (Doc. No. 294-2.) This provision does not create ambiguatyakys



considering that Procraft Cabinetry is registered in Tennessee aad thagime the shareholders
entered into their agreement.

Procraft Gbinetry’s third argument is that because the first paragraph of the Agreement
states that it is the “only cabinet manufacturing company with occupancy emtihe building,”
but Procraft Cabinetry is not a manufacturing company but instead &laryghat clause creates
ambiguity as to whether the Shareholders’ Agreement meant to be for P@adafetry. (Doc.

No. 297 at 10.) However, in the exact same sentence, the Shareholders’ Agreentsettiattate
Procraft Cabinetry shall be a company “for cegbry sales.” (Doc. No. 2389 at 2.) In fact, that
sentence defines the “Company Services” as “cabinetry sales)”lii Section Three, the
“Background & Rational and the Spirit of this Agreement,” the shareholdeegdghat they
“recognized a growingnarket to provide company services for both residential and commercial
needs.” [d.) The Shareholders’ Agreement, therefore, unambiguously defines companysservice
as “cabinetry sales” and a otime reference to being a “cabinetry manufacturing compaogsd

not make the Agreement ambiguoAsking 360 S.W.3d at 4123. Instead, it amounts to nothing
more than a typo.

As to the fourth argument, Procraft Cabinetry does not cite any authorityimggair
company to allocate all the shares it is authoripeallbcate. Instead, Tennessee law states that a
corporation “may” issue the number of authorized shares. Tenn. Code Ani.68188(a). The
fact that Procraft Cabinetry did not issue the number of shares for which it waszaatitwres
not make the Shareholders’ Agreement ambiguous.

Evenif the Courtwere to findthe Shareholders’ Agreemettt be ambiguoysProcraft
Cabinetry foreclosed its second premise that the three shareholdededhtercreate a company

other than Procraft Cabinetry, Inc., byeng in to the Agreement. Procraft Cabinetigged in
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the Complaint that “Pursuant to the Shareholders’ Agreement, Peter Huang lkendLiacvere
to become owners of ProCraft through their purchase of ProCraft stock.” (Doc. No. 235 at 104.)
Huang and Lin admitted that paragraph. (Doc. No. 256 aB635[A]dmissions in the pleadings

are generally binding on the parties and the Court.” Shearon v. Womack, Nev3:0641, 2017

WL 6381432, at *2 (M.D. Tenn. Dec. 14, 2017) (quotBarnes v. Owen€orning Fiberglas

Corp, 201 F.3d 815, 829 (6th Cir. 2000)). Procraft Cabinetry caalfejethat Huang and Lin
were to become owners of it in the Complaint, obtain a judicial admission, and naavtlaatyu

they actually were to become members of a differemqtaration.ld. That fact has been withdrawn

as an issue in the case, “dispensing wholly the need for proof of thddagtjiotingBarnes 201
F.3d at 815)Thereforejf the Court were to attempt to decipher the parties’ intent of signing the
agreement in a manner outside the four corners of the contract, the fact that itbiingrstended
to become owners of Procraft Cabinetry by purchasing its stock has been conclusively.
Accordingly, the Court finds that the Shareholder’s’ Agreement is valid and bifiding.

B. Whether Chen Had the Authority to Direct the Corporation to File the Lawsuit

The Court previously interpreted the Shareholders’ Agreement and held that it did not
permit Chen to direct the corporation to file this lawsuit. (Doc. No. Zj@ekifically, the Court
held that Tennessee law allows every corporation to defend its interestdingdb “sue and be
sued,” “unless its charter provides otherwisdd. &t 3 (citing Tenn. Code Ann. § 48-101)).
Therefore, the Court must look to a corporation’s Charteere, Procraft Cabinetry’s

Shareholders’ Agreementto determine how and when the corporation may file suit.

4 Because this is an alternative holding to the Shareholders’ Agnebriag unambiguous, it is unnecessary
for the Court to decide whether Chen, who directed the corporatiia tioef Complaint, would individually be bound
by the corporation’s judiciaddmission.

11



Procraft Cabinetry argues that it is authed by Tennessee law to file a direct action
against its shareholders. The Court agrees. This is similar to the stande)grisshich Procraft
Cabinetry is confusing whether it can do something genesdlywhetherit had authority to file
this paricular lawsuit The Court held as such in its Rule 56(f) Order, holding that Procraft
Cabinetry “would have been able to bring this lawsuit” had Gltainedauthority to direct the
corporation to file it under the Shareholders’ Agreeméditaf 34 (citing Tenn. Code Ann. § 48
13-102(1))). For example, if Chen joined with another shareholder to direct the corparation t
the other, the corporation would have had proper authority to file that lawsuih, Aga is not a
guestion of whether Procraft Cabinetry can do something with proper authorizationheuttrat
consequences of one shareholder usurping the power given to her under the Agreement.

Procraft Cabinetry relies heavily on an unpublished state trial court dedisibaltows
one member of a limited liability company to direct the company to file suit against #re oth

memberRaley v. BrinkmanNo. 160196BC, 2016 WL 3632383 (Tenn. Chan. Ct. June 2, 2016),

available at (Doc. No. 298). In Raley, the Davidson County Chancefpurtdenied a motion to
dismiss because a limited liability company has the ability to bring direct suits dhdfetslf.

(Doc. No. 2993 at 10.) This case involves neither limited liability companmes the ability to

bring directactionsgeneraly, and is on summary judgment rather than a motion to dismiss. The
analysis in Raleyloes noaddresghe issuen the Cours Rule 56(f) Order and not persuasive.

Procraft Cabinetry also argues that Keller v. Estate of McRedmM&5d5.W.3d852 (Tenn.

2016) gives it the right to bring a direct action against its shareholders. (Doc. N¢.2Z9) Tehe

Court relied orKellerin its Rule 56(f) Memorandum Opinion because a Tennessee Supreme Court

case is binding on the Court interpreting Tenaedaw.State Auto Property and Cas. Ins. Co. v.

Hargis 785 F.3d 189, 195 (6th Cir. 2015) (citing Berrington v. \Malt Stores, In¢.696 F.3d

12



604, 608 (6th Cir. 2011)). HoweveProcraft Cabinetry discussespassage fronKeller that
addressed whethenandividual shareholder had standingltong a direct action against the
corporation. (Doc. No. 297 (citingeller, 495 S.W.3d at 8882)). The court held that the
individuals did not have standing to raise a claim in a direct action that should be brotlght by
corporation or the individual derivativelieller, 495 S.W.3d at 882. That, again, is not the
situation here becaus®ocraft Cabinetry has standing to bring this lawsuit.

Procraft Cabinetry alternatively argues that the Shareholders’ AgreeimesitGhen the
ability to file this action because she has the sole responsibility of fegsalrtaxes are paid and
that there are no outstanding debts.” (Doc. No. 297 at 28.pSjues that many of the entity
defendants, Huang, and Lin owe money to Procraft Cabinetry, which puts the tadlecing
that money to her.

In interpretingan ambiguous provision inantract, Tennessee applies “established rules

of construction toid in determining the contracting parties’ interitk Broad. Co., Inc. of Tenn.

v. Oak Ridge FM, Inc., 395 S.W.3d 653, 659 (Tenn. 2013) (citing Planters Gin Co. v. Fed.

Compress & Warehouse Co., 78 S.W.3d 885, 890 (Tenn. 20@2¥).the universal rd that a

contract must be viewed beginning to end and all its terms must pass in review,di@useemay

modify, limit or illuminate another.So. Trust Ins. Co. v. Phillips, 474 S.W.3d 660, 670 (Tenn.

Ct. App. 2015) (quoting Maggart v. Aimamealtors, InG.259 S.W.3d 700, 704 (Tenn. 2008)).

Here, that the “no outstanding debts” clause is in the same task as “ensutaxgalare paid”
clause “illuminates” the reading of the “no outstanding debts” clddis€here is no indication in
the Agreement that Chen would have any duty to ensure third parties’waxepaid such as

Huang's, Lin’s, or Procraft Florida, LLC’s. Instead, Chas President of Procraft Cabinetmgs

13



to ensurethat Procraft Cabinetry’s taxewere paid. Likewise, it wa Chen’s responsibility to
ensure Procraft Cabinetry’s debts were paid, rather than any debts of tties. par

Even if that provision put Chen in charge of all of Procraft Cabinetry’s financstd] it
would not give her authority to direct the corgibon to file a lawsuit to collect the debtd.f
Chen would instead have the authority to “ensure” that there are no debts, and #ddu: toe
collect a debt, she would have to bring it to the attention of the Shareholdgr8rifiging a
lawsuitis instead a decision that involves more than $5,00@@€;,which a majority vote will
rule. (d.)

Finally, Procraft Cabinetry essert@anargument that the Court previously rejected (Doc.
No. 237, rejected in Doc. No. 27f)at Chen had to direct the poration to file the lawsuit to
protect its trademarks and other assassthe Court previously explained, if Chen thought it was
necessary for the corporation to file a lawsuit but could not obtain a majorityofdtee
shareholders, a derivative lawsuit on behalf of the corporation would have been appr{ipoiat
No. 270 at 5.) Instead, she determined to charge ahetag unilaterally agf she was the only
shareholder of the corporation. Tennessee law does not permit this. Accordingly, thgr&dsr
summary judgment on Count Five of Huang and Lin’s Third Party Complaint against Chen.

If the Court finds that a corporation acted without the proper authorizagongsse€ode
Annotated § 48.3-104(c) permits the Court to “enjoin or set aside the [unauthorized] act, if
equitable and if all affected persons are parties to the proceeding.” The Couwatidetshe
unauthorized act, which is the filing of the Complaint. Accordingly, the Complaingnsisied.

C. Temporary Injungbn

The Court granted a temporary injunction preventing Huang and Lin from voting as

shareholders of Procraft Cabinetry to end this lawsuit. (Doc. No. 87.) For fomsesbove, that

14



injunction was improvidently granted. Accordingly, the Court dissolves the Injunatidirfuang
and Lin may move for costs and damages sustained from being enjoined up to the amount of
securityposted byProcraft Cabinetryi-ed. R. Civ. P. 65(c).

D. Counterclaims and Third Party Complaint

Many of the entity defendants brought counterclaims against Procraft Cabinetry and a
Third Party Complaint against Chen. (Doc. No. 253.) Those are also dismissed. For the
counterclains, the entity defendants invoke the Court’s jurisdicti@mtauset has supplemental
jurisdiction under 28 U.S.C. § 1367(a)d.(at 5.) In response to the counterclaims, Procraft
Cabinetry filed countecounterclaims, also invoking § 1367(a) for the Court’s jurisdicti@oc.

No. 278 at 23.)

The Court may decline to exercise supplemental jurisdiction over tledataclaims if it
dismisses “all claims over which it has original jurisdiction.” 28 U.S.C. § 1367(c)(3
determining whether to retain jurisdiction over sfai® claims, a district court should consider
and weigh several factors, including the ‘values of judicial economy, conveniaimoess, and

comity.” Gamel v. City of Cincinnati, 625 F.3d 949, 951 (6th Cir. 2010) (qua@iatnegie

Mellon Univ. v. Cohill, 484 U.S. 343, 350 (1988)). “When all federal claims are dismissed before

trial, the balance of considerations usually will point to dismissing the statddimmasc . . .”1d.

at 952 (quoting Musson Theatrical, Inc. v. Fed. Exp. Corp., 89 F.3d 124455Z6th Cir. 1996)).

After weighing the relevant factors, the Court does not see any reason to aepayeheral rule.

Accordingly, the Court declines to retain supplemental jurisdiction over the cclantes.

5 To the extent that Procraft Cabinetry invokes federal questiosdjation, 28 U.S.C. § 1331, for its
declaratory judgment claims (Doc. No. 278 at 23), the Declaratory Jutigroedoes not confer federal question
jurisdictionto federal courtsSkelly Oil Co. v. Phillips Petroleum G839 U.S. 667, 879 (1950).
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Third-party claims are authorized by FealeRule of Civil Procedure 14, which allows a
defendant to “serve a summons and complaint on a nonparty who is or may be liable &t it for
or part of the claim against it.” Fed. R. Civ. P. 14(a)(1). When the claims againsteheaie are
dismissedno party can be liable to that defendant so there is no ground for -ganiydclaim
Indeed, “it is rare that a court renders judgment in favor of the defendant or dwsrthses

underlying action but nonetheless chooses to address g#ntydclaim.”Am. Zurich Ins. Co. v.

Cooper Tire & Rubber Co., 512 F.3d 800, 805 (6th Cir. 2008). The Court exercises its discretion

to also dismiss the thirgarty claims against Chen. (Doc. No. 253.) The sappties toHuang
and Lin’s remaining thirgbarty claims aginst Chen and Procraft Nashville, LLC. (Doc. No. 255.)
The Court will enter an appropriate order.

R WA

WAVERLY B/CRENSHAW, JR(/
CHIEF UNITED STATES DISTRICT JUDGE
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