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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS
SHERMAN DIVISION

EMERALD CITY MGMT., LLC, and
EMERALD CITY BAND, INC.

CIVIL ACTION No. 4:14-cv-358
JudgeMazzant
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JORDAN KAHN
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V.
DEAN “DENO” TAGLIOLI,
EMERALD CITY BAND, INC., AND
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Third-Party Defendant
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MEMORANDUM OPINION AND ORDER

Pending before the Court are Emerald City Band, Inc. (“‘EC Band Inc.”), Emerald City
Management, LLC (“EC Management LLC") (calterely “Emerald City”), and Dean Taglioli
(“Taglioli”) Motion for Summay Judgment (Dkt. #116), and JardKahn (“Kahn”), and Jordan
Kahn Music Comp., LLC (“JKMC”) (colletively “Kahn & Co.”) Motion for Summary
Judgment (Dkt. #118). After reviewing the relevpleadings, the Court finds that the motions

should be granted in paahd denied in part.
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BACKGROUND

Dean Taglioli is the sole member of EC hagement LLC and the president of EC Band
Inc. (Dkt. #127-3 at p. 1). According to Emerald City, EC Band Inc. operates one cover band
(Emerald City Band) and EC Management Lb@erates three cover bands (Limelight, Party
Makers, and Downtown Fever) (Dkt. #127-3 at p. Zhese cover bands provide entertainment
at special eventad parties.

In 2007, while a student at Berklee Collegévafsic in Boston, Jordan Kahn established
a band that he called “Downtown Fever,” whallegedly developed arshg following in the
Boston area (Dkt. #88 at 11 8-10). In 2008, Taglwited Downtown Fever to play during the
break of an Emerald City performance at a &altlub called Cape Buffalo (Dkt. #88 at | 13;
Dkt. #116-2 at 18:18-19:13). This was the onlyetithat Kahn’s band Downtown Fever played
in Texas prior to August 2009 (Dkt. #116-2 at 16:19-17:8).

Musician Jordan Kahn first began playing with Emerald City Band in 2004 and 2005,
when he was living in Plano, Texas (Dkt. #88f 40). In 2009, Taglioli invited Kahn to leave
Boston and affiliate with Emerald City. Kahn began working with Taglioli in September 2009,
and continued to lead Downtown Fever as paltis employment (kt. #88 at 1 14). Kahn
alleges that in September 2009, he gave Emié&ay a license to use the mark DOWNTOWN
FEVER (Dkt. #88 at § 41). Kahn's first penioance with the Dallas-based Downtown Fever
band was on October 10, 2009 (Dkt. #129-1 &5-548). In 2011, Emerald City applied for a
Texas trademark for DOWNTOWN FEVER (Dkt. #12&t3. 8). In doingg, it claimed that
the first use of the DOWNTOWN FEVER mkawas in 2005 (Dkt. #127-3 at p. 8).

The relationship betweeraglioli and Kahn soured, drikahn resigned on May 28, 2014

(Dkt. #81 at 1 17). Emerald City later filed theesent lawsuit, in which the parties are now



suing one another for trademark infringememtfair competition, misappropriation of trade
secrets, and several other causes of action.

According to Emerald City, Kahn engagedtire following behavior after he left the

company:

. Kahn blocked Emerald City out of iBowntown Fever website and social
media accounts (Dkt. #81 at 11 17, 24).

. Kahn directed web traffic from Enadd City’s Downtown Fever website
to a website that is almost an exact copy of Emerald City’s, but which had
Emerald City’s contact number replaced with Kahn's contact number
(Dkt. #81 at 11 17, 21).

. Kahn refused to return personal prapeto Emerald City (Dkt. #81 at
1 19).

. Kahn convinced customers under contraith Emerald City and potential

Emerald City customers to use Kahn’s Downtown Fever band rather than
Emerald City’s Downtown Fever band (Dkt. #81 at {1 20, 25).

Kahn claims that he was the original mev of the DOWNTOWN FEVER mark and the
first to use the mark in commerce (Dkt. #88 at 190, He also claims that he was the first to
pay for and develop a Downtown e website (Dkt. #88 at 1 10)n addition to counterclaims
alleging infringement and misappragtion of intellectual propeyt Kahn is also suing for fraud
and misrepresentation, based onlitdigs failure to provide the allegedly-promised 30% equity
interest in EC Management LLC.

Emerald City is asserting @hfollowing claims: (1) tradeark infringement, (2) false
advertising/unfair competition, Y3lilution, (4) cybersquatting, J5copyright infringement, (6)
tortious interference (with existing contractand prospective business relations), (7)
misappropriation of trade secrets, (8) breach adidiary duty, (9) conversion/civil theft, (10)
conspiracy, and (11) attorneyfses. Kahn is assamg the following claims against Taglioli and
Emerald City: (1) trademark infringement, (2) unfair competition, (3) breach of licensing

agreement, (4) fraudulent registration ittw the Texas Secretary of State, (5)



misrepresentation/fraud, (6) unjust enrichmén},promissory estoppel8) misappropriation of
trade secrets, and (9) declaratory relief.

On August 21, 2015, Taglioli and Emerald Citeed Counter-Defendants’ and Third-
Party Defendant’s Motion for Partial Summalydgment (Dkt. #116). On September 10, 2015,
Kahn & Co. filed Defendants’ Response to Cewfdefendants and Third-Party Defendant’s
Motion for Summary Judgment KD #129). On September 21, 20T%Bglioli and Emerald City
filed Reply to Defendants’ Response to u@ter-Defendants and Third-Party Defendant’s
Motion for Partial SummarJudgment (Dkt. #130).

On August 21, 2015, Kahn & Co. filed Defendzr¥lotion for Summary Judgment (Dkt.
#118). On September 10, 2015,gliali and Emerald City fed Plaintiff's Response to
Defendants’ Motion for Summgardudgment (Dkt. #127). On September 21, 2015, Kahn & Co.
filed Defendants’ Reply in Support of Theéitotion for Summary Judgent (Dkt. #132). On
October 1, 2015, Taglioli and Emerald City fil€dunter-Plaintiff’'s Sur-Reply in Opposition to
Counter-Defendants and ThirdsBaDefendant’s Motion for Sumary Judgment (Dkt. # 134).

LEGAL STANDARD

The purpose of summary judgment is to aseland dispose of factually unsupported
claims or defensesSee Celotex Corp. v. Catrett77 U.S. 317, 327 (1986). Summary judgment
is proper if the pleadings, thesdovery and disclosure matesiabn file, and any affidavits
“[show] that there is no genuinesgiute as to any material factcathat the movant is entitled to
judgment as a matter of law.”Eb. R. Civ. P.56(a). A dispute about a material fact is genuine
“if the evidence is such that a reasonable gowuld return a verdict for the nonmoving party.”
Anderson v. Liberty Lobby, Inc477 U.S. 242, 248 (1986). Tleal court must resolve all

reasonable doubts in favor of the party oppgpshe motion for summary judgmentCasey



Enters., Inc. v. Am. Hardware Mut. Ins. C&55 F.2d 598, 602 (5th Cir. 1981) (citations
omitted). The substantive law identifies which facts are matekiadlerson477 U.S. at 248.

The party moving for summary judgment haslibeden to show thdhere is no genuine
issue of material fact anhat it is entitled to judgent as a matter of lawld. at 247. If the
movant bears the burden ofopf on a claim or defense on h it is moving for summary
judgment, it must come forward with eeitce that establishéseyond peradventurall of the
essential elements of the claim or defensédntenot v. Upjohn Cp780 F.2d 1190, 1194 (5th
Cir. 1986). Where the nonmovant bears the &uardf proof, the movant may discharge its
burden by showing that there @ absence of evidence swmpport the nonmovant’s case.
Celotex 477 U.S. at 328Byers v. Dallas Morning News, In@09 F.3d 419, 424 (5th Cir. 2000).
Once the movant has carried its burden, mo@emovant must “respond to the motion for
summary judgment by setting forgarticular facts indicating there a genuine issue for trial.”
Byers 209 F.3d at 424 (citind\nderson 477 U.S. at 248-49). The nonmovant must adduce
affirmative evidence. Anderson 477 U.S. at 257. No “mere denial of material facts
nor...unsworn allegations [nor] arguments and rdisses in briefs or legal memoranda” will
suffice to carry this burdenMoayedi v. Compaq Computer Cor@8 F. App’x 335, 338 (5th
Cir. 2004). Rather, the Court requires “signifitprobative evidence” from the nonmovant in
order to dismiss a request for summary judghsupported appropriately by the movadnited
States v. Lawren¢ce276 F.3d 193, 197 (5th Cir. 2001). The Court must consider all of the
evidence, but must refrain from making any créitjbdeterminations or weighing the evidence.

See Turner v. Baylor Richardson Med. C476 F.3d 337, 343 (5th Cir. 2007).



ANALYSIS

Legal Background on Trademark Infringement and Unfair Competition

“The Texas common law elements of unfaompetition, including trademark, ‘are no
different than those under federal trademark lawCbndom Sense, Inc390 S.W.3d at 738
(Tex. App.—Dallas 2012, no pet.) (quotiddi Am. Builders, Inc. v. All Am. Siding of Dallas,
Inc., 991 S.W.2d 484, 488 (Tex. App.—Fort Worth 1999, no pet.)). Because of this, Texas
courts “look to the Lanham Act and casegréunder for generally accepted principles of
substantive trademark law anddiscern meaning andterpretation of the ate law provisions.”
Condom Sens&90 S.W.3d at 738 (citingLN Steel Prods. Co. v. CNA Ins. Cd&78 S.W.3d
429, 440-41 (Tex. App.—San Antonio 2008, pet. denidd).establish trademark infringement
and unfair competition, the plaintiff must show ownership in a legally protectable mark and
demonstrate a likelihood of confusioBmack Appareb50 F.3d at 474.

“At common law, trademark ownership is aogd by actual use of the mark in a given
market.” Emergency One, Inc. v. Am. Fire Eagle Engine Co., B®2 F.3d 264, 267 (4th Cir.
2003). Such use must be ummupted and continuingQuiksilver, Inc. v. Kymsta Corp466
F.3d 749, 762 (9th Cir. 20069ee Blue Bell, Inc. v. Farah Mfg. Co., In608 F.2d 1260, 1265
(5th Cir. 1975) (“[A] single use in trade maystain trademark rightsfollowed by continuous
commercial utilization . . . .”). A user of a rka‘acquires ownership dahat mark within the
geographic area in which he is currently using the matigtown Grill, LLC v. ShwartzNo.
CIV.A. 13-6560, 2015 WL 4223316, at {&.D. La. July 10, 2015) (citingnion Nat. Bank of
Tex., Laredo, Tex. v. Union Nat. Bank of Tex., Austin, 982 F.2d 839, 843 (5th Cir. 1990)).

“[T]he existence of sales or lack thereof da®t by itself determawhether a user of a
mark has established ownership rights thereiRlanetary Motion, Inc. v. Techsplosion, Inc.

261 F.3d 1188, 1196 (11th Cir. 2001). The Eleve@ttcuit, for example, has recognized
6



trademark rights in computer software given adrag of charge where widespread distribution
“constitute[d] significant and subsii#al public exposure of a masgufficient to have created an
association in the mind of publicId. at 1200.

Similarly, “[m]erely advertising a mark in a given territory is insufficient to establish
use—advertisements must have the desired effegenetrating the coomer market in that
location.” Diamonds Direct USA, Inc. v. BFJ Holdings, 895 F. Supp. 2d 752, 759 (E.D. Va.
2012) (citingSpartan Food Sys., Inc. v. HFS Corfl3 F.2d 1279, 1283 (4th Cir. 19873ge
New W. Corp. v. NYM Co. of Cal., In695 F.2d 1194, 1200 (9th Cir. 1979) (“Although mere
advertising by itself may not est&#l priority of use . . . [appekes] promotions coupled with
advertiser and distributor soifations unquestionably meet thendes‘public identification’
requirement.”). On a motion to dismiss, awurt held that sending out announcements to 13
million comic book readers and extensive advertisements in popular magazines were sufficient to
establish commercial use of a trademarlsealb any evidence a@fctual sales.Marvel Comics
Ltd. v. Defiant, a Div. of Enlightened Entm’t Lt837 F. Supp. 546, 549 (S.D.N.Y. 1993). But
in another case, evidence of advertisementsndance at trade shows, creation of prototypes,
and e-malil blasts failed to raise a genuine isg'fact regarding use in commerce because there
was no “evidence of how widespread these reffavere and how widan audience they
reached[.]” Gameologist Grp., LLC v. Sci. Games Intl, In838 F. Supp. 2d 141, 155
(S.D.N.Y. 2011)aff'd, 508 F. App’x. 31 (2d Cir. 2013)rtiernal citations omitted).

“Once a plaintiff shows ownership in a protddteatrademark, he must next show that the
defendant’s use of the mark creates a likelihoocooffusion in the minds of potential customers
as to the source, affiliation, or sponship of the product at issue3mack Apparel550 F.3d at

478 (quotation omitted). “Likelihood of confum’ means more than a mere possibility; the



plaintiff must demonstrate @robability of confusion.” Xtreme Lashes, LLC v. Xtended Beauty,
Inc., 576 F.3d 221, 226 (5th Cir. 2009). In assepsvhether a likelihood of confusion is
present, courts look to eight-salled “digits of confusion”:

the type of mark allegedly infringed,

the similarity between the two marks,

the similarity of the products or services,

the identity of the retail outlets and purchasers,

the identity of the dvertising media used,

the defendant’s intent,

any evidence of actual confusion, and

the degree of care exercised by potential purchasers.

ONOORWNE

Id at 227 (citation omitted). No single factm dispositive, and the factors “may weigh
differently from case to case,édending on the partia@id facts and circumstances involved.”
Id. (citing Marathon Mfg. Co. v. Enerlite Prods. Coypi67 F.2d 214, 217 (5th Cir.1985)).
“Although the secondary meaning of a mark dhd likelihood of confusn are ordinarily
guestions of fact . . . summary judgment maypkeld if the summary glgment record compels
the conclusion that the movant is entitk® judgment as a matter of lawSmack Apparel550
F.3d at 474.

The Fifth Circuit has held thatdistrict court is notequired to consider all of the digits
of confusion when the marks are identic&#aulsson Geophysical &s., Inc. v. Sigmar529
F.3d 303, 311 (5th Cir. 2008)The Fifth Circuit ha not held that a likinood of confusion is
assumed where the parties use identical mafkisoice Hotels Int’l, Inc. v. Goldmark Hosp.,

LLC, No. 3:12-CV-0548-D, 2014 WL 642731, at *5 n.6 (N.D. Tex. Feb. 19, 2014).

The Parties Do Not Dispute That Their Contemporaneous use of the mark creates a likelihood of
confusion

Although the parties’ briefings do not addréiss issue, the evidence included with the
motions for summary judgment is sufficient éstablish that there is factual evidence that

contemporaneous use of the marks createshhidod of confusion. Aikelihood of confusion
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is a required element for trademark infringement and unfair competition claims. There is
evidence of substantial similarity between the marisnilarity between the services offered,
similarity in the identity of retail outlets and purchasees)d there is evidence that could be
construed as actual confusibn. Therefore, there is aadtual issue regarding whether
contemporaneous use of the marks creates a likelihood of confusion.

Kahn Has Raised a Fact Issue as to His Ownerdlthe Mark DOWNTOWN FEVER in Texas.

Kahn did not establish common law owrtepsof the mark DOWNTOWN FEVER in
Texas prior to his affiliation with Emeraldit¢. The March 2008 performance was a twenty
minute set at Taglioli’s invitadin, for which Kahn and his band weret paid (Dkt. #88 at I 13;

Dkt. #116-2 at 18:18-19:13). The second Texafopeance of the Downtown Fever band was

not until October 2009 (19 months later), and thew band was allegedly associated with
Emerald City (Dkt. #116-2 at 53:18-54:4; Dk#t116-2 at 54:5-18). Between the first
performance and the performance that Emerald City was associated with, the only action taken

by Kahn was “internet advertisingHowever, there is no evidenteat the advertising reached

Y “Mark similarity ‘is determined by comparing the marks’ appearance, sound, and meaiXtrgriie Lashe$576

F.3d at 228 (quotindelvis Presley Enters., Inc. v. Capedetl F.3d 188, 201 (5th Cir. 1998)). “Similarity of
appearance is determined on the basis of the total efféed dEsignation, rather than a comparison of individual
features.” Xtreme Lashes576 F.3d at 228 (quotingmstar Corp. v. Domino’s Pizza, ln&15 F.2d 252, 260-61

(5th Cir. 1980)). In the present eashe fact that the parties used the same DOWNTOWN FEVER mark favors a
likelihod of confusion.

2 “The greater the similarity between the productd services, the greater thikelihood of confusion.” Xtreme

Lashes 576 F.3d at 229 (quotingxxon Corp. v. Tex. Motor Exch. of Hous.,.J828 F.2d 500, 505 (5th Cir.
1980)). Here, the fact that the parties providedshme services under tBOWNTOWN FEVER mark favors a
finding of likelihood of confusion.

% The Fifth Circuit has noted that there may be a likelihood of confusion where the parties “compete directly for the
end-users” in a particular markeXtreme Lashe$76 F.3d at 229. Here, both parties are competing for individuals
seeking cover bands for special events. This favors a likelihood of confusion.

* “Evidence that consumers have been actually confused in identifying the defendant’s use of a mark as that of the
plaintiff may be the best evidence of a likelihood of confusioBrhack Apparel550 F.3d at 483. “Moreover,
reason tells us that while very little proof of actuahfosion would be necessatyg prove the likelihood of
confusion, an almost overwheingi amount of proof would be necessto refute such proof.’Xtreme Lashe576

F.3d at 229-30 (quotingvorld Carpets, Inc. v. Dick Littrel's New World Carpets38 F.2d 482, 489 (5th Cir.
1971)). Proof of actual confusion is not required for a finding of likelihood of confuSiorack Appareb50 F.3d

at 483. However, there is documentation that clients &etually confused in this case (Dkt. 127-8 at p. 69)

9



consumers in Texas.Taken together, these facts do not raise a fact issue as to whether there was
continuous, uninterrupted use of the mark in Ndrtxas that would creatn association in the
mind of the public between the mark and the Downtown Fever band prior to Kahn’s affiliation
with Emerald City.

There is a fact issue regarding whether or not the verbal agreement between the parties
was a licensing agreement; therefore, therdagtassue regarding wth party has common law
rights in the DOWNTOWN FEVER mark because tienefits of a licensing agreement inure to
the trademark ownerSee, e.g., Twentieth Century Fox Filiarp. v. Marvel Enterprises, Inc.
155 F. Supp. 2d 1, 20 (S.D.N.Y. 2004)f'd in part and remande®77 F.3d 253 (2d Cir. 2002)
(“Where no goodwill has been transferred withe license, a trademark licensee cannot
independently develop its own goadtlvin a licensed mark, as sugoodwill inures solely to the
benefit of the licensor.”)Cotton Ginny, Ltd. v. Cotton Gin, In&@91 F. Supp. 1347, 1354 (S.D.
Fla. 1988) (goodwill is owned by the licensoreavif created and expanded by licensee’s
efforts).

“The elements of a valid contract are (1)ddfer, (2) an acceptance, (3) a meeting of the
minds, (4) each party’s consent to the terms, (&h@&xecution and delivery of the contract with
the intent that it be mutual and binding?time Prods., Inc. v. S.S .I. Plastics, &7 S.W.3d
631, 636 (Tex. App. —Houston%[Dist.] 2002, pet. denied). In determining the existence of an
oral contract, courts look tthe communications between tlparties and to the acts and

circumstances surroundirtfbose communication€opeland v. Alsobrogk3 S.W.3d 598, 605

® Kahn testified that he put a picture of the Dallas skydime the word “Dallas” on the website the Boston band had
been using since 2006 (Dkt. #129-1 at 19:17-21:4). Kddmmentioned that the baadvertised on social media

but offered no evidence that the advertising was seen by anyone within the state of Texas $Ekat#I®17-

21:4).
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(Tex. App. —=San Antonio 1999, pet. denietlere, Kahn has progded summary judgment
evidence to establish that whether a valid ligecontract existed &squestion of fact.

Emerald City argues that if a license agreemes formed, it is an invalid naked license
because a mark cannot travel by itself with@uovisions for quality control. However,
“[b]Jecause naked licensing is generally ultimatedyevant only to establish an unintentional
trademark abandonment which results in a logsaofemark rights against the world, the burden
of proof faced by third parties attempting sbow abandonment through naked licensing is
stringent.” Exxon Corp. v. Oxxford Clothes, Ind09 F.3d 1070, 1075-76 (5th Cir. 1997)
(citation omitted). Furthermore,

“[w]lhere the licensed parties have eggd in a close working relationship, and

may justifiably rely on each parties’ intacy with standards and procedures to

ensure consistent quality, and no uatt decline in quality standards is

demonstrated, we would depart frothe purpose of the law to find an
abandonment simply for want of all the inspection and control formalities.”
Taco Cabana Int'l, Inc. v. Two Pesos, In@32 F.2d 1113, 1121 (5th Cir. 199ajf'd sub nom.
Two Pesos, Inc. v. Taco Cabana, |nB05 U.S. 763 (1992). There is summary judgment
evidence showing that Kahn egised control in several importaaspects of the band (Dkt.
#129-22 at 11 9-13). Therefore, whether or not there wasalid license is a question of f4ct.

Therefore, Emerald City and Taglioli are resititled to summaryudgment on Kahn & Co.’s

counter claims of trademark infringememtd unfair competition under Texas common law.

® There is evidence that part of the negotiations between Kahn and Taglioli included that Kahn would give the
DOWNTOWN FEVER mark in exchange for an ownership interest in Emerald City Management (BkL5§11
Kahn’s performance of owner-like duties, along with Tdidi@lleged statement suggesting that Kahn was a partial
owner, are evidence of acceptance, a meeting of the naindshe party’s consent to the terms. Therfore, whether
or not there was a valid licensiagreement is a question of fact.

" The evidence alleges that Kahn controlled everything from the lighting and tleogtaphy, to the hiring and
firing of band members. Kahn also controlled which songs the band performed and was ‘the master of ceremonies’
for all band performances (Dkt. 129-22 at 1 9-13).

8 Emerald City argues that any suchesgment violates the statute of fraug@sdwuse it is “in perpetuity.” However,
the Statute of Frauds is an affirmative defense that must be pled asSsgetD. R. CIV. P. 8(c)First Nat'l Bank

v. Zimmerman442 S.W.2d 674, 677 (Tex. 1969). Therefdhe Court will not consider whether the alleged
licensing agreement would constitute a violation of the statute of frauds.

11



Emerald City Has Raised a Fact Issue Raéigoag Whether Kahn Assigned the Rights in the
Mark.

Emerald City has the burden pfoving that thergvas an assignment as a matter of law.
Whether or not there was a valid assignmerat cuestion of fact. An employee can assign a
mark that they created independently whitntmuing to work for the company that they
assigned the mark to without itibg an assignment in grossSee Fitzpatrick v. Sony-BMG
Music Entm’t, Inc. No. 07-CIV.-2933-SAS, 2010 WL 33300, at *1 (S.D.N.Y. Aug. 24, 2010)
(holding that CEO validly assigndédde company he started the mark that he originated and that
the assignment was not in gross because $w® adsigned the goodwill he generated in that
trademark). The fact that Kahn had so muclpaasibility certainly raisean issue of fact of
whether or not this was sufficient control oves tfuality of the goods assated with a mark.

However, Kahn must also have divested hghts in order for there have been a valid
assignment.See King Pharr Canning Operations v. Pharr Canning, 88. F. Supp. 150, 156
(W.D. Ark. 1949) (finding that “someone who hagdsis surname as a trade-mark may transfer
or assign it to someone else but then thay ma longer use the name in a similar business
because of the principle that someone cannot keegssential thing thalhey are assigning”)
(citing Guth v. Guth Chocolate Co224 F. 932, 933 (4th Cir. 1915)). As discussed, if a
licensing agreement existed then Kahn retathedight to use the DOWNTOWN FEVER mark
in connection with his Boston band. Howevé&merald City points to Kahn’s continued
employment with Emerald City as proof that Katimested himself of Birights (Dkt. #127 at p.

6 n. 16). Therefore, whether or not Kahn diedshimself of his interest in the DOWNTOWN

FEVER mark is a question of fact.

12



Emerald City Has Raised a Fact IssiRegarding Common Law Ownership of the
DOWNTOWN FEVER mark.

Emerald City argues that it has ownepsbf the DOWNTOWNFEVER mark through
the following means: 1) continuous, uninterruptee nsthe Dallas area, 2nder the rule that an
employer owns an employee-conceived mark thatemployer uses, and 3) Emerald City is a
remote, good-faith user of the mark. Howewsnce the nature of ¢hagreement between the
parties is a question of fache Court cannot determine whether Emerald City has established
common law ownership of the mark in the Noftaxas area. As discussed above, if the mark
was being used via a licensing agreementgtuelwill established by Emerald City would inure
to Kahn’s benefit.

There is a Fact Issue as to Whether Emefity Established Ownership of the DOWNTOWN
FEVER Mark Through Continuous, Uninterrupted Use.

Emerald City asserts that it is tktemmon law owner of the DOWNTOWN FEVER
mark in Dallas based on uninterrupted, cordgiumiuse of the mark. Kahn formed the band
Downtown Fever in Boston in 2006, and regulgérformed in that area (Dkt. #118-10 at 14:2—
6). In March 2008, Downtown Fever playadsingle show in Dallas (Dkt. #129-1 at 17:3—
17:20). That performance was during a twenty-nartwteak at an Emerald City concert, at the
invitation of Taglioli (Dkt. #1162 at 18:18-19:11). The secondfpemance of the Downtown
Fever band in Texas did not occur until Octod@®9 (nineteen months later) when Kahn was an
employee of Emerald City (Dkt. #116-2 at $418). Downtown Fever has been regularly
performing in North Texas evernsie. Taking every reasonabiderence in favor of Emerald
City, this evidence is sufficient to raise a fassue as to whether Emerald City established
ownership of DOWNTOWN FEVER in Dallathrough uninterrupted,ontinuous use of the

mark there, starting on October 2009.
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There Is a Fact Issue as to Whether Emef@ity Established Ownership Through Use of an
Employee-Conceived Mark.

There is a fact issue as to whetherB@WVNTOWN FEVER markvas developed while
Kahn was an employee of Emerald City. Coumase held that a trademark developed by an
employee benefits the employer, not the employgee Daytona Auto. Fiberglass v. Fiberfab,
Inc., 475 F. Supp. 33, 36 (W.D. Pa. 1979) (holding faintiff was not the owner of “a mark
conceived by her [while an employee] and used by the corporation with her permission”). This
is true even when the employee was whollspansible for the development of the makee
Smith v. Coahoma Chem. C&64 F.2d 916, 919 (C.C.P.A. 1958holding that the vice
president who had developed a mark for hisygany was not the owner of the mark because
“ownership of a mark must be derived from uather than from a conception of the idea of the
mark”); G’'s Bottoms Up Soc. Club v. F.P.M. Indus., Jri&€Z4 F. Supp. 1490, 1495 (S.D.N.Y.
1983) (“any trademark rights in the Candle naamel logo . . . were rights of Candle Light
Tavern, Inc., as owner and operator of the bart’tim® former employee who designed the logo).

This rule is an outgrowth of the Supreme Qaunolding that “[tlherds no such thing as
property in a trade-mark except as a right agmamt to an established business or trade in
connection with which the mark is employed. .[T]he right to a particular mark grows out
of its use, not its mere adoptioh]” United Drug Co. v. Theodore Rectanus,@#8 U.S. 90,
97 (1918) (emphasis added). Emér@ity argues that if Kahn established a trademark in Texas,
it was during his employment with Emerald Cityydathus, it accrues to Emerald City. It is
undisputed that Kahn established the mark in @ogtior to working for Emerald City. Thus, to
be successful in this claim, Emerald City mpsive that the “new” mark was so unique from the
previous mark that it could not have transfdremy of the previous mark’s goodwill with it.

Emerald City points to evidence that the newmd#avas substantially défent from the band in
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Boston (Dkt. #129-1 at 17:3-17:20). However, Entei@ity also argues that, “[tjhe services
performed by Downtown Fever in Boston and D&awn Fever in Texas were not similar, they
were identical. And, they were performed bg #ame person. There was no consumer confusion
and there is no evidence that godtiwas excluded or not othervagransferred (@re this even
possible).” (Dkt. #127 at p. 6). Thedore, the Court finds that theisean issue of fact regarding
whether a new mark was created by Kahn duhiisgemployment with Emerald City, and thus,
whether Emerald City owns thght accruing to the mark.

There Is a Fact Issue Regarding Whether Ente@ity Is a Remote, Good-Faith User of the
Mark.

The senior user of a mark has priority ouanipr users where the senior user has carried
out businessEmergency One332 F.3d at 270—71. A junior user may assert an exclusive right
to sue on a mark in particular area “(1) ietarea was geographically remote from the senior
user's market at the time the junior user appiated the mark and (2) if the junior user was
acting in good faith.”1d. at 271. In the Fifth Circuit, “knowtge of use is but one factor in a
good faith inquiry.” C.P. Interests, Inc. v. Cal. Pools, In€38 F.3d 690, 700 (5th Cir. 2001)
(citing El Chico, Inc. v. El Chico Caf®14 F.2d 721, 726 (5th Cir. 1954)Jhe Fifth Circuit has
also considered whether the joniuser had “an intent to befit from the reputation or good
will” of the senior user.El Chicq 214 F.2d at 726.

Emerald City has presented sufficient evidetceaise a fact issuas to whether it has
the right to sue on the mark rexas as a good faith, remoteeus Regarding geography, it is
undisputed that Dallas is remote from BostdRegarding Emerald City’s good faith use of the
mark, Emerald City has testified that Taglionly agreed to use the DOWNTOWN FEVER
mark after Kahn, while an employee of Emeralty Cagreed that Taglioli would own the name

(Dkt. #127-4 at 20:1-21:6). Ads Kahn testified that his Bast based Downtown Fever band
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had only played in Texas once prior to 2009, sonhoabe said that Emerald City was using the
mark to capitalize on the Downtown Fevenda reputation or goodwillDkt. #127-5 at 16:19—
17:8). Taken together, this is sufficient evidenceaise a fact issue as to whether Emerald City
was a good faith, remote user of the mark.

As Emerald City has raiseal fact issue as to ownership of the DOWNTOWN FEVER
mark and no other elements are contested, Kahn & Co. are not entitled to summary judgment on
Emerald City’s claims of common law service mark infringement, common law unfair
competition, and trademark infringement.

Kahn’s Motion for Summary Judgment Regarding Emerald City’s Trademark-Related
Causes of Action

Emerald City has Established That WhetheNot Kahn & Co. Engaged in False Advertising is
a Question of Fact.

The prima facie case of false advergunder the Lanham Act has five elements:
(1) A false or misleading statentenf fact about a product;
(2)  Such statement either deceived, or had the capacity to deceive a
substantial segment of potential consumers;
(3) The deception is material, that it is likely to influence the consumer’s
purchasing decision;
(4)  The product is in interstate commerce; and
(5)  The plaintiff has been or is likely to l@ured as a result of the statement
at issue.
Pizza Hut, Inc. v. Papa John’s Int'l, In@27 F.3d 489, 495 (5th Cir. 2000). To be considered a
“statement of fact,” and not mdyea “[b]ald assertion[] of sup®rity or gener&statement of
opinion[],” “the statements at issue must bspacific and measurable claim, capable of being
proved false or of being reasonably intetpdeas a statement of objective factid. at 496
(internal citations and quotations omitted). Alsehen the statements of fact at issue are shown
to be literally false, the plaintiff need nottroduce evidence on the issue of the impact the

statements had on consumers. . . . In such a circumstance, the court will assume that the
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statements actually misled consumerkdgan v. Burgers Ozark Country Cured Hams. | 263
F.3d 447, 462 (5th Cir. 2001) (internal citations and quotations omitted).

Kahn & Co. incorrectly argue that EmeraCity has not identified any “false or
misleading statement[s] of fdahade by Kahn. Emerald City has provided evidence of several
false or misleading statements of fact:

1. After leaving Emerald City, Kahn told pot#ad customers that videos of Emerald

City’s Downtown Fever band were acliyavideos of his own band (Dkt. #127-8
at p. 26-27, 72).

2. After leaving Emerald CityKahn told potential customer Erin Hayes that the
band Downtown Fever no longer operategha Dallas area, but that his new
band could perform for her. Kahn did sile responding to an email that Ms.
Hayes had sent to Emerald City (Dkt. #127-8 at pp. 69—-71).

3. On June 3, 2014, after Kahn withdrew fr&merald City, he sent out an email
blast stating that he was with “Dotown Fever Bands” (Dkt. #127-5 at pp. 76—
77).

4. In taking control of EC ManagemehlC’'s website for the band Downtown
Fever, Kahn changed the phone numtzerEC Management LLC to his own
phone number (Dkt. #127-8 at p. 41).

5. Kahn shut down EC Management LLC’s Downtown Fever website and redirected
inquiries to his own websit@®kt. #127-8 at p. 41).

Emerald City cites several more example&t(B¥127 at pp. 11-13). These five are sufficient
evidence to raise a fact issue as to whethdmkmade a false or misleading statement of fact
about the Downtown Fever band.

There is also evidence raising a fact issegarding the remaining elements. Regarding
elements 2, 3, and 5, Emerald City has preseen@ttence that one customer, Ms. Hayes, was
actually deceived by Kahn's false statement andttiiatfalse statement influenced her to book
with Kahn’s band rather than one of Emeralty@i(Dkt. #127-8 at pp. 69—71). Regarding the

fourth element, Emerald City has presentvidence that the Downtown Fever band was

involved in interstate commerd®kt. #128-3 at p. 3) (stating weral states where Downtown
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Fever has performed’) Summary judgment is inappropriatss Emerald City has raised a fact
issue regarding each element of this claim.
Kahn & Co. are Not Entitled to Summary Judetnen Emerald City’s State Law Claim of

Trademark Dilution But Are Entitled to Summary Judgment on Emerald City’s Federal Claim of
Trademark Dilution.

“Trademark dilution is the weakening of thaliyp of a mark to cearly and unmistakably
distinguish the source of a productDall. Cowboys Football Club, Ot v. Am.’s Team Props.,
Inc., 616 F. Supp. 2d 622, 642 (N.D. Tex. 2009) (otabmitted). Kahn & Co. argue that they
are entitled to summary judgment on Emerald City’s claimgasfemark dilution because the
DOWNTOWN FEVER mark is nofamous under the Trademark Dilution Revision Act (15
U.S.C. § 1125) or the Texas Anti-Dilution Actg. Bus. & Com. CODEANN. § 16.103).

Kahn & Co. Are Not Entitled to Summary Judgimfen Emerald City’s Claim Under the Texas
Anti-Dilution Act.

Kahn & Co. argue that they are entitledstammary judgment on Emerald City’s claim
for dilution under the Texas Anti-Dilution abecause the DOWNTOWN FEVER mark is not
sufficiently famous to qualify for protection urrdine act. Under the Texas Anti-Dilution Act,
“a mark is considered to be famous if therkns widely recognized by the public throughout
this state or in a geographic area in the ségtex designation of the source of the goods or
services of the mark’s owner.”eX. Bus. & Com. CODE ANN. 8 16.103(b). In assessing fame, a
court is to consider the following factors:

1. the duration, extent, and geographic reach of the advertisement and

publicity of the mark in this stategegardless of whether the mark is
advertised or publicized byelowner or a third party;

® Kahn & Co. argue that Taglioli's fourth affidavit (Dkt. #128-3) should not be considered betaseains
unsupported, conclusory, and unspecific statements and seeks to authenticate documents produced after the close of
discovery (Dkt. #132 at p. 1). In this order, the Court only considers his testimony regarding how manyshows hi
band has performed and where. As these facts are within Mr. Taglioli's personal knowledge and would be
admissible at trial, the Court may consider ¢hExcts for the purposed summary judgmentSeeFeD. R. Civ. P.

56(c)(4).
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2. the amount, volume, and geographic exiinsales of gods or services

offered under the mark in this state;

3. the extent of actual recognition thfe mark in this state; and

4, whether the mark is registered in tiate or in the United States Patent

and Trademark Office.
TEX. Bus. & CoM. CODEANN. § 16.103(b)(1)—(4).

Emerald City has produced sufficient evidento raise a fact issue as to whether
DOWNTOWN FEVER is a famous mark in the Dallast Worth region of Texas. Taglioli has
provided an affidavit stating that since 2008 thowntown Fever band has advertised over the
internet, YouTube, and Facebook, and has “a data base of approximately 8,000 potential
customers which Emerald City has emailed aiisiag for [EC Management LLC’s] Downtown
Fever [band].” (Dkt. #128-3 at p. 2). This is sciféint evidence to raisefact issue regarding the
duration, extent, and reach of advertisinghi@ Dallas/Fort Worth region of Texas.

Emerald City has also produced evidence thigesaa fact issue regarding the extent of
sales and recognition. Taglioli states thlaé Downtown Fever band has “performed at
approximately 700 events” sinceetfall of 2009, “with &out 87 % of those performances in the
Dallas/Fort Worth area.” (Dkt#128-3 at p. 2). This mearthat “Downtown Fever” has
performed approximately 609 performances in thiadéort Worth area ovdhe last six years,
which amounts to 100 times per year (roughly tvdoseek) in the Dallas/Fort Worth area. An
additional 11% of its 700 performances werefiner parts of Texas, including “Abilene, Austin,
Bryan, Dripping Springs, Houston, Longviewubbock, Midland, San Agelo, San Antonio,
Tyler, and Waco.” (Dkt. #128-3 at pp. 2—-3). Thisidficient to raise a fact issue regarding the

extent of sales and recognition.
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Finally, the DOWNTOWN FEVER md is registered in the state of Texas (Dkt. #127-3
at p. 6)!° Although it has yet to be determined whiestthe benefit of the “fame” of the mark
inures to the benefit of Emerald City or Kaliimerald City has presewntsufficient evidence to
raise a genuine issue of fact as to whetherDOWNTOWN FEVER mark is famous in Texas
under the Texas Anti-Dilution Act.

Kahn & Co. Are Entitled to Summary Judgment Emerald City’s Claim Under the Federal
Trademark Dilution Revision Act.

The first element of a federal Trademarkullon Revision Act claim is that the moving
party “owns a famous and distinctive markiNat'| Bus. Forms & Printing, Inc. v. Ford Motor
Co, 671 F.3d 526, 536 (5th Cir. 2012) (citibguis Vuitton Malletier S.Av. Haute Diggity Dog,
LLC, 507 F.3d 252, 264—65 (4th Cir. 2007)). A famouskna defined as one that “is widely
recognized by the general consuming public ofdhéed States as a designation of source of the
goods or services of the markisvner.” 15 U.S.C. 8§ 1125(c)(A). In assessing whether a

mark is famous, courts caddsr the following factors:

1. The duration, extent, and geographic reach of advertising and publicity of
the mark, whether advertised or publezizby the owner or third parties.

2. The amount, volume, and geographic aktef sales of goods or services
offered under the mark.

3. The extent of actuakcognition of the mark.

4. Whether the mark was registereddanthe Act of March 3, 1881, or the
Act of February 20, 1905, @n the principal register.

15 U.S.C. 1125(c)(2)(A)(i)—(iv). Commentators hatated that only “truly eminent and widely
recognized marks” should be classified asdas, distinctive marks under federal law.J.4

THOMAS MCCARTHY, MCCARTHY ON TRADEMARKS AND UNFAIR COMPETITION § 24:104 (4th ed.

10 Under Texas law, registration of a mark does not adversely affect the common-law rights of otherkeestablis
prior to registration. TEX. BUS. & COMM. CODE § 16.107. Registration in Texas merely creates a rebuttable
presumption that the party registering the matkésowner. “Any advantaygis only procedural.’All Am. Builders,

Inc. v. All Am. Siding of Dallas, Inc991 S.W.2d 484, 489 (Tex. App.—Fort Worth 1999, no pet.). “Once the
burden is discharged and evidence contradicting the presumption has been offered, the presumptigmshexkti

and shall not be weighed or treated as evidenick.”
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2015); see Barton Beebe A Defense of the New Feder@rademark Antidilution Law 16
FORDHAM INTELL. PROP. MEDIA & ENT. L.J. 1143, 1158 (2006) (“[Th&rademark Dilution
Revision Act] is simply not intendeto protect trademarks whoserfa is at all in doubt.”).

Examples of famous, distinctive marks uné Budweiser beer, Camel cigarettes, and
Barbie dolls. Bd. of Regents, Univ. of Tex. Sys. exUWalyv. of Tex. at Austin v. KST Elec., Ltd
550 F. Supp. 2d 657, 64{9vV.D. Tex. 2008). By contrast, the “longhorn silhouette logo” of the
University of Texas is not a famous mark because it only has “niche market fame” in the context
of college sports and is not “widely recognizeyl the general consuming public of the United
States.” Id. at 678 (quoting 15 U.S.C. § 1125(c)(2)(A) (finding that “[b]Jecause UT’'s evidence
fails to demonstrate the extremely high leveledognition necessary to show ‘fame’ under the
TDRA, summary judgment is ppopriate on this claim.”)compare withUniv. of Kansas v.
Sinks 644 F. Supp. 2d 1287, 1307 (D. Kan. 20@8nhended in par{July 28, 2009) (finding
sufficient summary judgment evidence of national fame where plaintiff submitted evidence of
national media coverage, exposurgh# athletic teams, that tkehool had “been referred to as
“Kansas” since the 1930s and that KU has used the crimson and blue color scheme and the
Jayhawk mascot for over 100 years.”).

Emerald City provides no argument and presents no evidence that DOWNTOWN
FEVER is a famous and distinctive mark foe thurposes of the Trademark Dilution Revision
Act. Of its 700 performances over the last sang, only about two pegnt were outside of the
state of Texas. (Dkt. #128-3 at p. 3). In othards, about fourteen performances outside of
Texas in the following named places: “BossieétyCNew Orleans, and Shreveport, Louisiana;
Chicago, lllinois; Kansas City, Kansas; Oklaho@ity, and Tulsa, Oklahoma; Phoenix, Arizona;

Santa Fe, New Mexico; St. Louislissouri; and Vail, Colorado.” (kKi. #128-3 at p. 3). This is
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insufficient to place the DOWNT@WN FEVER mark on the samevi® as the University of
Texas’s “longhorn silhouette logo,” much less Bedser, Camel, or Barbie. Emerald City has
not presented sufficient evidence to raise a fs®tie as to whether “Downtown Fever” is a
famous and distinctive mark for the purposeshef Trademark Dilution Revision Act. Kahn &
Co. are entitled to summajydgment on this claim.

Emerald City’s Motion for Summary Judgment Regarding Kahn’s Trademark-Related
Causes of Action.

Whether or Not Emerald City Fraudulently RegisteiVith the State of Texas is a Question of
Fact.

Kahn & Co.’s raising of a genuine issue of fact regarding ownership of the
DOWNTOWN FEVER mark in Texas suggeststtithere is a fact issue regarding their
counterclaim of fraudulent registian with the State of TexasKahn & Co. specifically allege
fraudulent registration on the basis that Eme(Gily, when registerindgor a Texas trademark,
stated that its first use of DOWNTOWN FEVER was in 2005, not 2088 ¢38 at 1 61).

Under Texas law:

A person who procures for the person wother the filing of arapplication or the

registration of a mark under this agiter by knowingly making a false or

fraudulent representation declaration, oral or writtergr by any other fraudulent

means, is liable to pay all damages sustained as a result of the filing or

registration.

TEX. Bus. & CoM. CODEANN. § 16.101. In adopting this statutiee Texas legislature stated that
“the construction given to the Trademark Actl®46 (15 U.S.C. Section 1051 et seq.) should be
examined as persuasive authority for inteipgeand construing thigct.” Registration and
Protection of Trademarks, 2011 Tex.sSeLaw Serv. Ch. 563 (H.B. 314kge alsoCondom
Sense 390 S.W.3d at 738 (stating that Texas t®utook to the Lanham Act and cases

thereunder for generally accepted principlesubissantive trademark law and to discern meaning

and interpretation of the state law provisionsTo overcome a motion for summary judgment
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on a claim of fraudulent registion of a trademark, Kafthmust prove the following: “1) the
false representation regarding atemel fact; 2) theregistrant's knowledger belief that the
representation is falsedfenter); 3) the intention to indu@etion or refraining from action in
reliance on the misrepresentation; 4) reablmaeliance on the misrepresentation; and 5)
damages proximately resulting from such relianc&€xas Int'| Prop. Associates v. Hoerbiger
Holding AG 624 F. Supp. 2d 582, 592 (N.D.Xre€2009) (citation omitted)see alsoUnited
Phosphorus, Ltd. v. Midland Fumigant, In205 F.3d 1219, 1226 (10th Cir. 2008)ng—Size,
Inc. v. Frank's King Size Clothes, In&47 F.Supp. 1138, 1166 (S.D.Tex.1982). A material
misrepresentation arises onlytlie registration would not havesued if the truth were known to
the examiner.San Juan Prod., Inc. v. San Juan Pools of Kan., B#9 F.2d 468, 473 (10th Cir.
1988). “Allegedly fraudulent statements must sheweliberate attempd mislead the Patent
and Trademark Office and may not be thedwct of mere error or inadvertence Martha
Graham Sch. & Dance Found., Inc. v. Martha Graham Ctr. of Contemporary Dancel 38d-.
Supp.2d 512, 524 (S.D.N.Y. 200&ffd, 43 F. App’x 408 (2nd Cir. 2002).

As already noted, it is utear which party is the owner of the DOWNTOWN FEVER
mark in Texas. However, Kahn has alleged thate was a materially false representation of
both the first date that EmeraldtfCbegan using the mark and whemerald Cityfirst used the
mark in Texas (Dkt. #129-13). Kahn has providsidence that the only agreement that might
have existed between the riigs is a licensing agreement under which Emerald City
representations were false (Dkt. #116-15). eiafd City’'s misstatement on the registration

application is sufficient to show that Emetality was attempting to induce action through the

™ In order to meet its initial summary judgment burdeairast Kahn’s fraudulent registion claim, Emerald City
needed only to present the registration, which it diBlee Tex. Bus. & Com. Cod& 16.060 (Certificate of
Trademark Registration constitutes prima facie proof of validity and ownership of the mark in Texas). The burden
then shifted Kahn to come forward with evidence of a fraudulent registration.
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misrepresentation which would reasonablyréiéed upon by the regisieg party (Dkt. #129-
13). Finally, Kahn is claiming that he was danthgg Emerald City’s misrepresentation because
he has an ownership interest in the m&w#e Jackson v. Lynley Designs, |7@9 F. Supp. 498,
500 (E.D. La. 1990) (stating that fraudulent regtgiraof a mark causes damages only to a party
that has an underlying interest in the mark). ef€hare genuine issues faict regarding this
counterclaim such that Emerald Citynist entitled to summary judgment.

Cybersquatting

Kahn & Co. also seek summary judgment Bmerald City’s claim of cybersquatting
under the Anti-Cybersquatting Consumer PratectAct (“ACPA”) (15 U.S.C. § 1125(d)).
According to Emerald City, after Kahn left thengpany, he redirected web traffic from Emerald
City’s Downtown Fever website, “www.downtownfever.com,” to a new website that Kahn
registered, “www.usa.downtonfeveom.” (Dkt. #81 at 1 40—42).

The elements for a claim under the ACPA are: (1) the mark is a famous or distinctive; (2)
the domain name is “identical or confusingdymilar” to the mark; and (3) the individual
registering for the domain name had a badhfaitent to profit from the domain name. 15
U.S.C. § 1125(d)(1)(A)Tex. Int'l Prop. Assocs. v. Hoerbiger Holding A&24 F. Supp. 2d 582,
587 (N.D. Tex. 2009). In arguing for their respeetsides, the parties focus exclusively on the
third element, whether Kahn had a bad faitlent to profit from the mark.

The ACPA lists nine non-exclive factors to consider in determining whether bad faith
exists:

() the trademark or other intellectuabperty rights of the person, if any, in

the domain name;

(I the extent to which the domain name consists of the legal name of the

person or a name that is otherwisencoonly used to identify that person;

(1) the person’s prior use, if any, ofetldomain name in connection with the
bona fide offering of any goods or services;
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(IV) the person’s bona fide noncommercialfair use of the mark in a site
accessible under the domain name;

(V) the person’s intent to dert consumers from the mark owner’s online
location to a site acceible under the domain name that could harm the
goodwill represented by the mark, eitlier commercial gain or with the
intent to tarnish or disparagie mark, by creating a likelihood of
confusion as to the source, sponsishffiliation, or endorsement of the
site;

(VI) the person’s offer to transfer, sell, @herwise assign ghdomain name to
the mark owner or any third party fnancial gain without having used,
or having an intent to use, the domaiame in the bona fide offering of
any goods or services, or the person’s prior conduct indicating a pattern of
such conduct;

(VIl) the person’s provision of matali and misleading false contact
information when applying for the registration of the domain name, the
person’s intentional failure to maimaaccurate contact information, or
the person’s prior conduct indiaag a pattern of such conduct;

(VIIl) the person’s registration or acqgtien of multiple domain names which
the person knows are identical or assihgly similar to marks of others
that are distinctive at the time ofgistration of such domain names, or
dilutive of famous marks of otherthat are famous at the time of
registration of such domain names,heitit regard to the goods or services
of the parties; and

(IX) the extent to which the mark incorpted in the person’s domain name
registration is or is not giinctive and famous . . . .

15 U.S.C. § 1125(d)(1)(B)(i). “Thérst four [factors] suggestircumstances that may tend to
indicate an absence of bad-faith intent tofiprfrom the goodwill ofa mark, and the others
suggest circumstances that may tend tocetei that such badifa intent exists.” Lamparello v.
Falwell, 420 F.3d 309, 319 (4th C2005). In addressirtpese factors, a cdus to consider the
totality of the circumstances and “not simplyuat up which party has more factors in its favor
after the evidence is in."ld. Because the factors are merely permissive, the court need not
consider all factors in every casil.

There Is a Fact Issue as to Whetkahn Had a Bad Faith Intent to Profit.

Factor V indicates bad faith intento profit from the registration of

“www.downtownfever.com.” Kahn gistered the domain name on behalf of Emerald City, but
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used his own name and contact informatiordéoso (Dkt. 127-3 at pp. 3-4). Emerald City
claims that it specifically instructed Kahn taigter the website in Eenald City’s name (Dkt.
#127-3 at pp. 3-4). Kahn arguestlthere is no evidence thidahn had a bad faith intent to
profit at the time that he registered the domame. However, Kahn’s subsequent actions of
taking control of the website, and changing tle@tact phone number tos own, suggest that
registration in Kahn’s name mightyebeen a calculated choic8ee DSPT Int’l, Inc. v. Nahym
624 F.3d 1213, 1220 (9th Cir. 2010) (“Evidence dof fkaith may arise well after registration of
the domain name.”) (citation omitted). As mentioned above, the Court is to consider the totality
of the circumstances. 15 U.S.C. § 1125(d)(1)(B)(i This includes actions taken after an
employee quits.See DSPT Int'l, Inc 624 F.3d at 1224 (affirmingrfding that former employee
who registered website in his own name and thtsr changed the websii@ direct inquiries to
himself after he quit, had vialed the Anticybersquatting ConsenProtection Act.) While the
registration of the domain name in Kahn’s namghtinot alone constitutevidence of bad faith,
Kahn's subsequent actions suggistt this might have beenaalculated choice made in bad
faith.

Factor V is provides support for Kahn's aiéal bad faith intent to profit from the
registration of “www.usa.downtowaber.com.” There is evidea that the website was opened
in order to divert Emerald City customersktahn (Dkt. #127-8 at 47:12—-24; Dkt. #127-9 at 3).
Emerald City withesses havetified that one of the major differences between the websites was
that the second website listed Kahn’s personahpmumber as the contact number, not Emerald
City’s (Dkt. #127-8 at 47:19-22; Dkt. #127-488:8-23). Kahn & Co. haveot explained why
Kahn would have changed the phone number of thewebsite to his personal number if he did

not intend to have customers contact him. §Nigg this evidence in favor of Emerald City, the
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non-moving party, the evidence is sufficient to raise a fact issue as to whether Kahn had a bad
faith intent to profit from the use of the domain name.

Kahn & Co. are incorrect in arguing that thene entitled to summary judgment because
Kahn did not register either website just satthe could hold it for ransom until Emerald City
offered him money for it (Dkt. #118 at p. 15). Cisunave found bad faith intent to profit from a
domain name even where the holder didmake an offer to sell the domain nantgee Basile
Baumann Prost Cole & Assocs., Inc. v. BBP & Assocs, 86 F. Supp. 2d 511, 517 (D. Md.
2012) (holding that defendants had a bad faitminte profit from a confusing similar domain
name, even though it was being used for a legitimate business and there had been no offer to
sell); Hoerbiger Holding 624 F. Supp. 2d at 598dlding that domain holder had bad faith intent
to profit, even though he “refused to sell the domain name and ha[d] never made an offer to
sell the name” because, among other things;wees using the name for another source of
monetary gain”). This is consistent with theeadthat “[tlhe factors are given to courts as a
guide, not as a substitute for careful thinkingabwhether the conduct esue is motivated by
a bad faith intent to profit.”Lucas Nursery & Landscaping, Inc. v. Gros889 F.3d 806, 811
(6th Cir. 2004).

The two cases cited by Kahn & Care not persuasive. It taue that theFifth Circuit
found no bad faith intent to profit in a case whd&tlhe paradigmatic harm that the ACPA was
enacted to eradicate—elpractice of cybersquatters registgrseveral hundred domain names in
an effort to sell them to the legitimate owsef the mark—[was$imply not present.” TMI, Inc.

v. Maxwel] 368 F.3d 433, 439 (5th Cir. 2004) (citation ondljte But in that case, the offensive

domain name was for “a non-commercial gripte”sthat the domain holder never used for
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business purposedd. In the present case, the fact that Kahn put his contact number on the new
website suggests an intent to profit.

Kahn & Co. cite a Third Circuit case for the proposition that “[tlhe purpose of the Anti-
Cybersquatting Act is to ‘curtaone form of cybersquatting—thact of registering someone
else’s name as a domain name for the pwmdisdemanding remuneration from the person in
exchange for the domain name.’Schmidheiny v. WehbeB19 F.3d 581, 582 (3d Cir. 2003)
(citation omitted). But that stement is a senator’s quotation from the Congressional Record,
and the Supreme Court has cautioned againshgelypon legislative history when the text of the
statute is clear. See, e.g.United States v. Gonzale$20 U.S. 1, 6 (1997) (“Given the
straightforward statutorgommand, there is no reason to resortegislative history.”). And in
the present case, the factors to consider amiggve, with no mandatory requirement that the
analysis hinges on whether there has been anfoffsale of the domain site. For these reasons,
Kahn & Co. are not entitled to summary judgmemtEmerald City’s claim of cybersquatting.

Whether or Not Kahn Can Invoke the Safalbta Provision is a Question of Fact.

Under the FTCA, “[b]ad faith intent . . . dhaot be found in any case in which the court
determines that the person leekd and had reasonable groundbeéteve that the use of the
domain name was a fair use or otherwise lawfdls U.S.C. § 1125(d)(1)(B)(ii). In the present
case, Kahn knew about Emerald City’s Texagsteation for the mark DOWNTOWN FEVER at
least two years prior to filig suit (Dkt. #127-4 at 72:10-15, 76:3-16). He also developed a new
website that was largely identical to Emerald City’s original website to offer a product with the
same name as the registered Texas trade(Dtk 127-8 at pp. 26-94). However, Kahn also
argues that this was only a licensing agreement, making it reasonable for him to believe that he

still owned the mark (Dkt. #88 at § 41). Thiddmnce raises a fact issue as to whether Kahn
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“had reasonable grounds to believe that theofishe domain name was a fair use or otherwise
lawful.” 15 U.S.C. § 1125(d)(1)(B)(ii).
Copyright Infringement

Kahn & Co. are incorrect in arguing thaethare entitled to summary judgment on the
ground that Emerald City lacks standing to suecfuipyright infringement. The party invoking
federal jurisdiction bears the lalan of establishing standing, wh “must be supported in the
same way as any other matter on whicé phaintiff bears the burden of proofe., with the
manner and degree of evidence requiredestitcessive stages of the litigatiohtjan v. Defs.
of Wildlife, 504 U.S. 555, 561 (1992). Gummary judgment, this means “set[ting] forth, by
affidavit or other evidence specific facts, whifor purposes of the summary judgment motion
will be taken to be true.ld. (internal citations and quotations omitted).

Under the Copyright Act, “[tlhe legal or bdmeal owner of an eglusive right under a
copyright is entitled . . . to institute an actifor any infringement othat particular right
committed while he or she is the owner of it.” U.5.C. § 501(b). A certifiate of registration,
if timely obtained, is prima facievidence both that a copyrightvalid and that the registrant
owns the copyrightGen. Universal Sys., Inc. v. L&¥9 F.3d 131, 141 (5th Cir. 2004)

Ownership “vests initially in the author orthars of the work,” but “may be transferred
in whole or in part by any meamf conveyance or by operationlaiv.” 17 U.S.C. § 201(a), (d).
A valid transfer requires “a nota memorandum of the transfefiat is “in writing and signed
by the owner of the rights conveyed or such owner’s duly authorized agent.” 17 U.S.C. § 204(a);
see Tempest Pub., Inc. v. Hacienda Records & Recording StudioNmcCIV.A. H-12-736,
2013 WL 5964516, at *7 (S.D. Tex.oM. 7, 2013) (“A plaintiff assg¢ing copyright ownership

through transfer lack statutory standing to pursue an inggment claim if there is no signed
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writing documenting the transfer.”). The memorandum need not be signed contemporaneously
with the assignment to be valiccee Imperial Residential Designg. v. Palms Dev. Grp., Inc.

70 F.3d 96, 99-100 (11th Cir. 1995) (“[Section] 204¢ah be satisfied by an oral assignment
later ratified or confirmed by a written memorandomthe transfer.”) fternal citations and
guotations omitted). Some courts have evémnad standing to be corrected through a second
assignmentsee also Seastrunk v. Darwell Integrated Tech., INo. 3:05-CV-0531-G, 2005

WL 1667811, at *5 n.2 (N.D. Tex. Jubb, 2005) (collecting cases).

Emerald City has established that it has ditagnto sue becauseig a copyright owner
through valid assignment. Regarding tfiBowntown Fever Degin Logo,” there is a
“Confirmatory Copyright Assignment,” sigdeDecember 4, 2014, saying that the assignment
was made effective on April 8, 2010, when ECnidigement LLC tendered a check to the author
(Dkt. #128-8). There is alsan assignment for the “Dowown Fever Website,” signed
November 18, 2014, saying that the assignmestwade effective on June 20, 2013, when the
website was first published (Dkt. #128-9). Thehaus of both works were paid with checks that
were attached as exhibits to the assignme@tssummary judgment, these facts are sufficient to
establish standing.

Kahn & Co. are incorrect in arguing that BEanagement LLC lacks standing to sue
because the copyright assignments to EC Management LLC did not explicitly confer a “right to

sue” and because they were signed after commencement of the fawGuitrts generally only

12\While Kahn & Co. cite one case that asserts that an assignment is not valid if it is memorialized after a lawsuit has
commenced, the Court is not persuaded by their argument. The Court finds that the majotitis afacdronted

with this issue have determined that memorization ossignment that occurred prior to the alleged copyright
infringement may occur after the commencement of a lawSeée Intimo, Inc. v. Briefly Stated, In848 F.Supp.

315, 318 (S.D.N.Y.1996) (givineffect to a “very late” amendment gramfithe plaintiff the ght to bring accrued

causes of action after commencement of the lawsuit but before@&ajnger Silver Art Co. v. Int’l Silver CaNo.

95 CIV. 9199 (LMM), 1995 WL 702357, at *4 (S.D.N.Y. Nov. 28, 1995) (“This assignment, even though
subsequent to the commencement of this action, is a sufficient basis for the continued maintenance of plaintiff's
claim.”); Infodek, Inc. v. Meredith-Webb Printing C830 F. Supp. 614, 620-21 (N.D. Ga. 1993) (denying summary
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require that an assignment explicitly providiee right to sue where a party is suing for
infringing activity that precedes the assignméntThe present case does not present this
situation because Emerald City does not allsggyright infringement until June 19, 2014 (Dkt.
#81 at 1 21), which is over a year after Emeratg €laims it was assigned the copyrights to the
works (Dkt. #128-8; Dkt. #128-9)For these reasons, the failure of the assignment to explicitly
confer a “right to sue” and to be memorializeefore the commencement of a lawsuit does not
mean Emerald City lacks standifg. Emerald City, therefore, has standing to sue for
infringement of its copyrights the Downtown Fever Websitand the Downtown Fever Design
Logo.
Misappropriation of Trade Secrets

Kahn and Co. argue that Emerald City’s ilaf trade secret mappropriation should be
dismissed because Emerald City failed to discitssgade secrets insitinitial disclosures under
Federal Rule of Civil Procedure 26(a) and@sponse to requests for production (Dkt. #118 at
19-20). Under Rule 26(a), a party must pdevia copy—or a description by category and

location—of all documents, eleotrically stored information, ral tangible things that the

judgment and finding standing to sue for a copyright infringrgnthat accrued prior to the assignment of the right to
sue, even though the assignment occurred after suit had beenMiledee Profl LED Lighting, Ltd. v. AAdyn
Tech., LLG 88 F. Supp. 3d 1356, 1371 (S.D. Fla. 2015) (citing no case law but finding that “later memorialization
must still pre-date the litigation asserting the assigned rights in order to confer standing on the assignee.”)

13 See ABKCO Music, Inc. v. Harrisongs Music, L 844 F.2d 971, 980 (2d Cir. 1991) (holding that “the assignee is
only entitled to bring actions for infringements that were committed while it was the copyright ov@eaS)runk v.
Darwell Integrated Tech., IncNo. CIV.A. 3:05-CV-0531-G, 2005 WL 1667811, at *3 (N.D. Tex. July 15, 2005)
(stating that an assignee lacked standing to sue fouext@opyright claims wher&he Assignment Agreement

[did] not expressly assign him the right to do s&3broso Publ'g, Inc. v. Caiman Records Am.,,1hd1 F. Supp.

2d 224, 227-28 (D.P.R. 2001) (holding that an assignee had standing where it had been explicitly assigned “all of
[assignor’s] copyrights, trademarks andets, including, without limitation, all past, present and future actions for
copyright infringement that have accrued to this date, or may accrue in the future . . . .").

4 This conclusion is consistent with the approach ef Bteventh Circuit, which Isareasoned that “the chief
purpose of section 204(a), (like the Statute of Frauds), is to resolve disputes between tcopyregs and
transferees and to protect copyridghdlders from persons mistakly or fraudulently @iming oral licenses or
copyright ownership.”Imperial, 70 F.3d at 99. Because of this, “wh#rere is no dispute between the copyright
owner and the transferee about the status of the copyright, it would be unusual and waveorpetmit a third-

party infringer to invoke section 204(a) to avoid suit for copyright infringemedt.”
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disclosing party has in its possession, custodyootrol and may use to support its claims or
defenses, unless the use would be solely for impeachmerh. RECIv. P. 26(a)(1)(A)(ii).

Under the Court’s local rules, this includes timhation that deservés be considered in
the preparation, evaluation or trial of a claim or defense” and “information that reasonable and
competent counsel would consider reasonably negessgrepare, evaluate, or try a claim or
defense.” Local Rule CV-26(d)(4)—(5). Faguto disclose can result in a party not being
“allowed to use that informatioor witness to supply evidence armotion, at a hearing, or at a
trial, unless the failure was substantially justified or is harmlessD. . Civ. P. 37(c)(1).

In addressing whether a failure to disclasas harmless, courts look to the following
factors: “(1) the importace of the evidence; (2) the prejudice to the opposing party of including
the evidence; (3) the possibility of curing suymrejudice by granting aoatinuance; and (4) the
explanation for the party’&ilure to disclose.” Primrose Operating Co. v. Nat'l Am. Ins. Co
382 F.3d 546, 563—64 (5th Cir. 2004).

The Failure to Disclose Customer ListsdlaVlusic Tracks Was Substantially Justified.

Factors two and four suggest tif@iture to disclose was harmless. Evidence of customer
lists and music tracks is clearly important (Gacone) to Emerald City’s case. However, the
Court believes that Emerald City’s failure pooduce these items did not create any prejudice
(factor two). Emerald City explained thatdid not produce the Customer List and the music
tracks because Kahn has admitted to copying the customer list and having possession of the
music tracks (Dkt. #127-5 402:24-103:16; 125:20-126:12).

Emerald City explained thatdlid not produce the music trac&asd customer list because
Kahn already has them (factawuf). Furthermore, Kahn & Ca. ’failure to file a motion to
compel regarding these items further suggests Emerald City’s failure to produce has not

prejudiced Kahn & Co.’s casel.astly, consideration of wheth@ continuance would cure any
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prejudice (factor tree) is neutral becauseetiCourt does not believeahthe failure to produce
has created prejudice in this case. Emeralg’sCexplanations for non-disclosure support a
finding of harmlessness. Therefore, the Caulitconsider the evidence concerning these trade
secrets.

Emerald City’s Failure to Disclogeasswords Was Substantially Justified.

Emerald City’s reason for not disclosing pigsswords was that Kahn took them when he
left Emerald City. Emerald Citglid not obtain its passwordsturafter a preliminary injunction
was issued ordering Kahn to give them backt(&77). Under these circumstances, failure to
disclose passwords was substantially justified.

Emerald City has presented sufficient &ride to raise a fact issue regarding the
misappropriation of trade secrets.

Because the alleged misappropriation occurred after September 1, 2013, the Texas
Uniform Trade Secrets Act (“TUTSA”) appliesSeeAdoption of Uniform Trade Secrets Act,
2013 Tex. SEss LAw Serv. Ch. 10 (S.B. 953) (“The changelaw made by this Act applies to
the misappropriation of a trade secret made aafter the effective date [September 1, 2013] of
this Act.”). Under the TUTSA, one tifie definitions of misappropriation is:

disclosure or use of a tradecret of another withoekpress or implied consent
by a person who:
() used improper means to acquarwledge of the trade secret;
(i) at the time of disclosure or use, knew or had reason to know that the
person’s knowledge of the trade secret was:
(a) derived from or through a persato had utilized improper means to
acquire it;
(b) acquired under circumstances givinge 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
(i) before a material change of tiperson’s position, kive or had reason to
know that it was a trade secret andttknowledge of it had been acquired
by accident or mistake.
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TeEX. Civ. PRAC. & REM. CODE ANN. 8§ 134A.002(3)(B). 1516ee Beardmore v. Jacobsadvo.
4:13-CV-361, 2015 WL 5530398, at *11 (S.Oex. Sept. 18, 2015) (“Trade secret
misappropriation under Texas law is establishedhywing (a) a trade setrexisted; (b) the
trade secret was acquired through a breacla abnfidential relationship or discovered by
improper means; and (c) use of the trade sedtkbut authorization from the plaintiff.”) (citing
Spear Mktg., Inc. v. BancorpSouth Bam@1l F.3d 600 (5th Cir. 2015). Emerald City has
presented sufficient evidence to raise a facteisssito whether the music tracks and customer
lists at issue qualify as tradsecrets under TUTSA and whathkahn misappropriated them.
However, passwords do not qualdyg trade secrets under TUTSA.

Element 1 — There Is a Fact Issue as to Whdtihe customer list and music tracks are Trade
Secrets but passwords are not &abjto a misappropriation claim.

Under the TUTSA, a trade secret is defined as:

information, including a formula, pattercompilation, program, device, method,

technique, process, finantidata, or list of actual or potential customers or

suppliers, that: (A) derivesdependent economic valuagtual or potential, from

not being generally known to, and nlogéing readily asceainable by proper

means by, other persons who can obtain economic value from its disclosure or

use; and (B) is the subject of efforts that are reasonable thedeircumstances to

maintain its secrecy.
TEX. CIv. PRAC. & REM. CODEANN. 8 134A.002(6).

Any claim of misappropriation ahe music tracks is not preempted by the Copyright Act
(finding that “state law claims based on idefxed in tangible ndia are preempted by §
301(a).”) Trade secret misappropriation is mpoeempted by the Copyright Act, because it
includes an “extra element” of breach of ddehtiality or improper methods, which is not

equivalent to any of the exclusive rights of copyrigiil LLC v. Stelly 733 F. Supp. 2d 759,

786 (S.D.Tex.2010)GlobeRanger Corp. v. Software AG USA, Iri811-CV-0403-B, 2015
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WL 3648577, at *4 (N.D.Tex. June 11, 2015fyomback v. New Line Cinem284 F.3d 283,
303 (6th Cir. 2004) (collecting cases).

It is well established that customer lists can constitute trade secrets under Texas law.
Items such as customer lists, pricing informaticlient information, customer preferences, and
buyer contacts may be trade secretthdy meet the criteria for suchA.M. Castle & Co. v.
Byrne No. CIV.A. H-13-2960, 2015 WL 4756928, & (S.D. Tex. Aug. 12, 2015) (citinglob.
Water Grp., Inc. v. Atchley2z44 S.W.3d 924, 928 (Tex. App.—Dallas 2008, pet. denfedy;
Carpenter & Co. v. Provenzgl@34 F.3d 459, 467 (5th Cir. 200@)olding that a customer list
may be a trade secret if it is secret and thetaxamines if it satisfiethree factors: “(1) what
steps, if any, an employer has taken to maintarctnfidentiality of a cstomer list; (2) whether
a departing employee acknowledges that the custdist is confidentia and (3) whether the
content of the list is readily ascertainable.”).

However, passwords do not qualify as a éradcret under TUTSA because they do not
have the “independent economic value” in gense of a “formula or customer list.State
Analysis, Inc. v. Am. Fin. Servs. Ass@21 F. Supp. 2d 309, 321 (E.D. Va. 2009) (“Where a
plaintiff has not alleged that its passwords @ product of any specifrmula or algorithm
that it developed, the passwordse not trade secrets.”) (citinglicroStrategy, Inc. v. Bus.
Objects, S.A.331 F.Supp.2d 396, 429 n. 4 (E.D. Va. 2004 tfade secret is information and a
CD Key, a series of random nue1s, is not information. Insteai,is a lock—a barrier—to the
access of information that might properly be coeed a trade secret.”)). As a matter of law,
passwords do not qualify as a trade secret under TUTSA.

Taglioli testified that all of the above infoation was kept secret and not disseminated

outside of Emerald City’s busisg, that Emerald City took measarto protect the information
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by obtaining confidentiality agreeants, that Filemaker was priceless and that it was incapable of
valuation, and that the information containedFalemaker could not be acquired or duplicated
by others (Dkt. #127-1 at 1 60 — 61; Dkt. #127-8.a80). On summary judgment, this is
sufficient to raise a fact issue as to whethemtiusic tracks and customer lists are trade secrets.
However, as a matter of law, passwoddsnot qualify asrade secrets.

Element 2 — There Is a Fact Issue as to Whellhade Secrets Were Used Without Express or
Implied Consent.

There is also a fact issue as to whether Kahn had express or implied consent to use trade
secrets after his employment. Diaw all reasonable inferencesfawor of Emerald City, it is
reasonable to conclude on sumynprdgment that Emerald City would not want Kahn to use his
former employer’'s passwords and customer bdtsr leaving Emerald iy. At no point does
Kahn suggest otherwise. Emerald City, thbas raised a fact issue regarding the second
element.

Element 3 — There Is a Fact Issue as to Whetladin Had a Duty to Miatain Secrecy of the
Trade Secrets.

There is a fact issue as to whether KahntHattime of disclosure or use, knew or had
reason to know that [his] knowledge of the gadcret was:” (1) “acquired under circumstances
giving rise to a duty to maintain its secrecyliorit its use;” or (2) “derived from or through a
person who owed a duty to the person seeking ridighaintain its secrecy or limit its use.”
TeX. Civ. PRAC. & ReM. CoDE ANN. 8 134A.002(3)(B)(ii)(b)—(c). As already discussed for
Emerald City’s “breach of fiducig duty” claim, Emerald City tapresented evidence to raise a
fact issue as to whether a fiday relationship exists betwe@&merald City and Kahn, based on
Kahn's access to confidential information, inchglipasswords and customer lists, during his

employment. This same evidence also raisestaissue as to wheth&ahn had a duty to limit
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the use of Emerald City’s passwords and @wsr lists following the termination of his
employment. See Am. Derringer Corp924 S.W.2d at 777 (holding that the duty to not use
“confidential or proprietary information acquiteluring [employment] in a manner adverse to
the employer . . . survives termination of employment [and] prevents the former employee’s use
of confidential information or trade secre&€quired during the course of employment.”)
Emerald City, therefore, has presented evidenaaite a fact issue as to every element of a
claim of misappropriation of&ide secrets under the TUTSA.
Breach of Fiduciary Duty

Under Texas law, the elements of a claim Bweach of fiduciary duty are: “(1) a
fiduciary relationship between tipdaintiff and defendant; (2) th#efendant must have breached
his fiduciary duty to the plairffi and (3) the defendant’s breaahust result in injury to the
plaintiff or benefitto the defendant."Navigant Consulting, Inc. v. Wilkinsp&08 F.3d 277, 283
(5th Cir. 2007) (internal citations omitted). An informal fiduciary relationship “may arise where
one person trusts in and relies upon anothecluding a relationship between an employer and
an employee. Id. In an employment relationship, Xas courts have held that the duty
prohibiting “an employee from using confidentaal proprietary information acquired during the
relationship in a manner adverse to the emploiedh obligation that ‘{&vives termination of
employment” and “arise[s] apdrom any written contract.”Am. Derringer Corp. v. Bon®24
S.W.2d 773, 777 (Tex. App.Waco 1996, no writ).

Emerald City has raised a fact issuet@asvhether Kahn’s use of Downtown Fever’s
social media accounts and Emerald City’s tragerets constitute a breach of fiduciary duty.
Emerald City has also raised a fact issue ndigg Kahn’s registration ofveb pages and social

media accounts in his own name rather than Emerald City’s.
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There Is a Fact Issue Regarding Whether Kabises and Registration of Emerald City’s Social
Media Accounts After His Termination Constitute a Breach of Fiduciary Duty.

Emerald City has presented evidence sufficienraise a fact issue as to whether a
fiduciary relationship existed heeen Kahn and Emerald City. Taglioli has testified that Kahn
was at one point “second in command of Pl#sitiand “eventually became the director of
Operations and Production of Emerald City idgement.” (Dkt. #127-3 at p. 3). In this
capacity, he was entrusted with confidential information, including passwords, and was
personally involved in website development (DktL27-3 at p. 3). This is evidence of a
relationship of confidence and trust (element)owkich raises a fact issue as to whether a
fiduciary relationship exists.

There is also evidence that Kahn breacheddinig (element two) by redirecting Emerald
City’s web traffic to his ownwebsite and by locking Emerald tZiout of its social media
accounts (Dkt. #127-3 at p. 4). Thiseach at least caused damage (element three) by loss of the
business of individuals who accedsbe website, but were unable to contact Emerald City (Dkt.
#54-1 at pp. 2). Furthermore, it is reasonable Kladin's initial registratin of these accounts in
his name led to Emerald City being unaldeaccess these accounts (Dkt. #54-1 at pp. 2-3).
Therefore, Emerald City has presented evideacang a fact issue garding whether Kahn’s
registration of the various medaccounts and website in hisrowame, and his use of Emerald
City’s passwords after his termination ctiuge a breach of fiduciary duty.

There Is a Fact Issue Regarding Whether Kahraking and Use oEmerald City's Trade
Secrets Constitute a Breach of Fiduciary Duty.

Kahn allegedly took the tradeé Emerald City at the time bis departure from Emerald
City. As discussed above, whether a fiduciatgtr@nship existed at the time (element one) is a
guestion of fact. Emerald City has allegedttKahn’s taking of the customer list and music

tracks were clearly withut permission, and thus violated ies fiduciary duty. Furthermore,
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Emerald City has presented evidence that Katofited from his taking and using of these
materials (Dkt. # 118-16). Therefore, whethemot Kahn’s taking and use of Emerald City’s
trade secrets constitutes a breatkahn’s fiduciary duty is a qeéion of fact appropriate for a
jury’s consideration.

Tortious Interference with Existing Contracts

Emerald City has raised adt issue regarding its claiof tortuous inteference with
existing contracts. To establish a claim of tortious interference with existing contracts, the
plaintiff must show: (1) there was a valid caut; (2) the defendant willfully and intentionally
interfered with the contract; (3) the interfecerproximately caused damage; and (4) the plaintiff
suffered actual damage or losButnaru v. Ford Motor C9.84 S.W.3d 198, 207 (Tex. 2002).
“Proximate cause in the context of a tortionterference claim involves both cause-in-fact and
foreseeability.” Moriarty v. Malcolm Pirnie, InG.No. 03-08-00665-CV, 2010 WL 1170244, at
*3 (Tex. App.—Austin Mar. 25, 2010, no pet.)‘Establishing causation requires that the
plaintiff bring forth sufficient &cts so that the evidence, and logical inferences drawn from the
evidence, support a reasonablehability that the defendant’'s acts or omissions were a
substantial factor in brging about injury.” Richardson-Eagle, Inc. William M. Mercer, Ing.

213 S.W.3d 469, 474 (Tex. App.—Houston [1st D006, pet. denied) (citation omitted).

There is evidence that Kahn interfered withir contracts between Emerald City and its
customers by steering the customers to udenksaDowntown Fever band rather than Emerald
City’s Downtown Fever band (Dkt. # 118-5 84:2—-85:15; Dkt. # 118-16). This resulted in
Emerald City refunding those customers’ deposisjlteg in damages from lost profits. Taken

together, this raises a fact issugagling elements one, two, and four.
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This evidence also raises a&cf issue as to the “proximate cause” element. Drawing all
reasonable inferences in favor of EmeraldyCihere is a fact issue as to whether Kahn’s
interference was “a subsiizal factor in bmging about injury.” Richardson-Eagle213 S.W.3d
at 474. Also, it is foreseeable that a compiangmerald City’s position would choose to refund
the down payments rather than demand full contractual payment. “Proximate cause is a question
for the trier of fact.” GoForlt Entm’t, LLC v. DigiMedia.com L.P750 F. Supp. 2d 712, 742
(N.D. Tex. 2010) (citinRichardson-Eagle213 S.W.3d at 474). Asdle is a fact issue, Kahn
& Co. are not entitled to summajydgment on this claim.

Tortious Interference with Prospective Business Relationships

Emerald City has presented sufficient evidetweaise a fact issue regarding tortious
interference with prospective business relatioetsveen Emerald citgnd three customers—The
Susan G. Komen Foundation (*Komen”), Mr. James Diehl (“Diehl”), and My Possibilities.
According to the complaint, Kahn did so bkitay over Emerald City’s social media accounts
and using an Emerald City e-mail address toaxintustomers, even after his employment with
Emerald City had endd@®kt. #81 at | 59).

To prevail on a claim of tortious interfei@ with business relatnships, the plaintiff
must establish the following elements:

(1) there was a reasonable probability that the plaintiff would have entered

into a business relationghwith a third party;

(2) the defendant either acted with @nscious desire to prevent the
relationship from occurring or knew the interference was certain or
substantially certain to occas a result of the conduct;

(3) the defendant’s conduct was indegently tortious or unlawful,

(4) the interference proximately caused the plaintiff injury; and

(5) the plaintiff suffered actual damage or loss as a result.

Coinmach Corp. v. Aspenwood Apartment Co#l7 S.W.3d 909, 923 (Tex. 2013gh’g

denied Feb. 14, 2014. Regarding the thelement, courts require thide plaintiff “prove that
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the defendant’s conduct would be actionable undecaegnized tort,” not ttat the plaintiff must
be able to prove an independent tori/al-Mart Stores, Inc. v. SturgeS2 S.W.3d 711, 726
(Tex. 2001). Emerald City assett® underlying tort of misappradgation of trade secrets, based
on Kahn’'s use of confidential information to cacit customers. This is a common law tort
under Texas law. Nova Consulting Grp., Inc. v. Eng’g Consulting Servs.,,Lib. CIV.
SAO3CA305FB, 2005 WL 2708811, at *23 (W.D. Tex. June 3, 2005).

Whether Kahn & Co. Tortuously Interfered WahProspective Business Relations With Komen
is a Question of Fact.

There is evidence that Emerald City hadreasonable probability of entering into
business relationships with Komend that Kahn acted to prevah(element one). Komen
employee Ms. Hayes e-mailed both Doug Morat Emerald City and Kahn (through the
“booking@downtownfever.com” e-mail addresgpout having Downtown Fever perform
“again” (Dkt. #127-8 at 67). According to Ms. Hayd&ahn replied to this e-mail by saying that
“‘Downtown Fever” was no longer in busineddkt. #127-8 at p. 69). Based on Komen’s
communication, there is a probability that sheuld have entered into a business relationship
with Emerald City.

Kahn must have known that Emerald Gityuld not book the event after Komen booked
with him. There is therefore fact issue regarding the second etain There is also evidence
that the conduct was independently tortious (element three). This is because Kahn was able to
access the Emerald City e-mail system through lesofipasswords, which, as previously noted,
constitute a trade secret in this case.

Komen booked its event with Ka rather than Emerald Ci{pkt. #127-8 at pp. 69-70).
This is evidence that Kahn proximately causedrinjelement four). It follows that Emerald

City suffered actual damageslgment five). Emerald Git then, has provided sufficient
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evidence to raise a fact question regarding eafchthe elements of a claim for tortious
interference with prospéee business relations.

Whether Kahn & Co. Tortuously Interfered WighProspective Business Relations With Diehl
and My Possibilities it Question of Fact.

There is evidence that Emerald City hadreasonable probability of entering into
business relationships with Diehl and My Pbagies (element one). During the first
preliminary injunction hearing, Kahn testifiecatrhe had booked performances with individuals
who had solicited him to perform events (D66 at 101:7-11), and thahe such individual
was My Possibilities (Dkt. #56 at 103:6-16). .Mraglioi testified that the Diehl booking
occurred because a wedding planner who hadqusly booked with Emeaidd City called Kahn
(Dkt. #127-8 at 60:11-18). Takirgl inferences in favor of Eerald City, these callers could
have contacted Kahn because they wanteaok with Emerald City’s Downtown Fever band,
which raises a fact issue as to whether EmeZ#ijghad a reasonable probability of entering into
business relationships with them.

Kahn must have known that Emerald Cityutd not book these events after Diehl and
My Possibilities booked with him. There is thenef a fact issue regarding the second element.
Regarding the “independently tortious conduetément, there is testimony that Kahn used
Emerald City’s passwords to redirect web taffiom Emerald City’'s website to a new website
displaying Kahn’s phone number.Taking all inferences in feor of EmeraldCity, it is
reasonable that Diehl’'s wedding pier who had worked with Emerald City in the past and then
later said she was confusedoat the bands, would have booked with Emerald City had Kahn
not interfered with Emerald City’s website and other social media (Dkt. #127-U at p. 76).
Likewise, My Possibilities was an existing cltethat communicated with Emerald City even

after Kahn resigned (Dkt. #127-4 at p. 103); Dkt. #12at\d. 81). This raises a fact issue as to
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whether the contracts were opured through misappropriatioof trade secrets, which is
independently tortious conduct.

Diehl and My Possibilities booked their eventish Kahn rather than Emerald City (Dkt.
#127-8 at pp. 12, 59). This is egitte that Kahn proximately causegury (elementfour). It
follows that Emerald City suffered actual damages (element five). Emerald City, then, has
provided sufficient evidence to raise a fact question regarding each of the elements in a claim for
tortious interference with prpsctive business relations.

Conversion

Emerald City alleges that Kahn has conveff@bale’s [paired cylindrical drums], case
for the Timbale’s, a wireless system for Virgalglic — Senheiser Wireless System, Sub Covers,
Black table Cloths, Music Tracks . . ., [andlildfic Address sound stem” (collectively,
“physical property”) (Dkt. #81 & 19). Additionally, Emerald City alleges conversion of a copy
of Emerald City’s “Filemaker” database, whiobntains Emerald City’s customer list, and music
tracks (Dkt. #127 at pp. 27-28). Erakr City states that it hasqeested the retn of this
property but has not gotten it back (Dkt. #127 at pp. 27—28).

Under Texas law, the elements of convarsare: “(1) the plaitiff owned, had legal
possession of, or was entitled pjossession of the property;) (the defendant, unlawfully and
without authorizationassumed and exercised dominion aahtrol over the property to the
exclusion of, or inconsistentith, the plaintiff's righs; (3) the plaintiff made a demand for the
property; and (4) the defendanfused to return the property.Wells Fargo Bank Nw., N.A. v.

RPK Capital XVI, L.L.G.360 S.W.3d 691, 699 (Tex. App.—Dallas 2012, no pet.).
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There Is a Fact Issue Regarding Kahn & CAlleged Conversion of Emerald City’'s Physical
Property.

Kahn & Co. do not dispute theecond or fourth elementsr a claim of conversion.
Regarding the first element, Emerald City’s evitems sufficient to raise a fact issue regarding
ownership of the physical propery issue. There is testimonyiin Taglioli that Emerald City
owned property that was takéy Kahn (Dkt. #127-3 at p. 5.

Regarding the third element, Taglioli’s firsfidavit provides evidence that a demand for
the physical property was madddre the filing of the suit.See(Dkt. #127-3 at p. 5) (“Emerald
City Management has asked [Mr.] Kahn to returnehésms but, as of the taof this affidavit,
he has failed to do so.”). At trial, Emerald Catyuld prevail on these fagtand therefore, Kahn
& Co. are not entitled to summary judgment.

There is a Fact Issue Reqgarding Kahn & CGomversion of Emerald City’'s Customer List.

Kahn & Co. argue that Emerald City cannot establish the elements for a claim of
conversion of the Customer List because itntsngible and becaudemerald City still has
possession of the Customer Li&tHowever, while the Customer List does constitute intangible
personal property, Kahn may still be liable because he copied tt#ee.15 Tex. Jur. 3d
Conversion 8 26 (although conversion claimsnmaty do not apply to intangible personal
property, an exception ests where the underlying intangibkgght has beemmerged into a
document and that document has been converted. Under this so-called “merger exception,”
Texas courts have recognized conversion claims involving intangible personal property, such as

confidential customer lists).

5 Kahn & Co. also argue that the PA system was afgifh Taglioli. However, Emerald City has presented
evidence asserting that the PA systers wat a gift (Dkt. #127-8 at 107:23-24). Therefore, the ownership of the PA
system is a question of fact.

16 Kahn & Co. also argue that the Custorhist is not a “trade secret.” However, as discussed above, customer lists
can be trade secrets as a matter of law, and whethg@attiisular customer list qualifs is a question of fact.
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Furthermore, the fact that Emerald Citytifl 81 possession of the original Customer List
does not defeat a conversion claim because Emerald City has presented evidence that Kahn
copied and used them (Dkt. #127-E at p. 10Rahn’s copying of those items constitutes
conversion, since it deprived Eraéd City of the exalsive use of the information contained in
those items. See Deaton v. United Mobile Networks, L.B26 S.W.2d 756 (Tex. App. —
Texarkana 1996)aff'd in part, rev'd inpart on other grounds939 S.W.2d 146 (Tex. 1997);
Norton v. Assisted Living Concepts, Iné86 F. Supp. 2d 1173, 1182 (E.D. Tex. 2011).

Emerald City’s Claim of Conversion of Masiracks Is Preemptds) the Copyright Act.

While there may be a fact issue regardi€kehn & Co.’s conversion of Emerald City’s
customer list and music tracks, Emerald Gitglaim of conversion is preempted by the
Copyright Act. For a state lawaim to be preempted under thepgright Act, it must satisfy
both prongs of the following test:

First, the claim is examined to deten@ whether it falls “within the subject

matter of copyright” as defined by 173%JC. § 102. And second, “the cause of

action is examined to determine if it protects rights that are ‘equivalent’ to any of

the exclusive rights of a federal comlt, as provided in 17 U.S.C. § 106.”

Spear 791 F.3d at 594. The Fifth ICuit evaluates the second promgder the “extra element”

test. Alcatel USA, Inc. v. DGI Techs., In¢66 F.3d 787 (5th Cir. 1999). “This test requires that

if one or more qualitatively different elements are required to constitute the state-created cause of
action being asserted, then the right granted ustdée law does not lieithin the general scope

of copyright, and preemption does not occu€arson v. Dynegy, Inc344 F.3d 456 (5th Cir.

2003) (internal citations and quotations omitted) Spear the Fifth Circuit held that a state law

conversion claim was preempted by the Copyright“Acthe extent thait alleges conversion of

intangible ‘confidential information’ and ‘certain trade secreSgear 791 F.3d at 594.
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The Fifth Circuit has held that a state lalaim of conversion is preempted where “the
core of [the] state law theg] of recover [was] the wangful copying, distribution, and
performance of [a song’s] lyrics.'Daboub v. Gibbons42 F.3d 285, 289 (5th Cir. 1995). In
doing so, the court stated that the plaintiffsl H&ailed to allege or produce evidence of any
element, such as an invasion of personal rigihta breach of fiduciary duty, which rendered
their claims different in kind &m copyright infringement.” Id. (internal citations and
guotations omitted). Emerald City’s conversclaim is no different than that Blabouh in that
Emerald City’s conversion claim is essentiallg&d on Kahn's copying of a copyrightable song.
The claim of conversion of the music track is #iere equivalent to copght infringement and
preempted by the Copyright Act.

Civil Theft

There Is a Fact Issue RegangliTheft of Physical Property.

Under the Texas Theft Liability Act (“TTLA")a person commits theift he “unlawfully
appropriate[s] property or unlawfully obtaih[services as dested by Section 31.03 [or]
31.05” of the Texas Penal CodeEXT PEN. CODE ANN. 8§ 134.002(2). Under section 31.03, a
person commits theft if he “unldully appropriates property witimtent to deprive the owner of
property” without “the ownes effective consent.” &X. PEN. CODE ANN. § 31.03(a)—(b).
“Deprive” means “to withhold property from tlwvner permanently or for so extended a period
of time that a major portion of the value or enj@nhof the property is lost to the owner. EXT
PEN. CODEANN. 8§ 31.01(2)(A).

As already discussed, thereaigact issue as to whethemerald City owned the physical
property at issue. The fact that Emerald City fequested that the property be returned suggests
that Kahn no longer has the ownertsnsent to use it. The faci@tithe property has not yet been

returned raises a fact issue as to whether Kasian intent to deprive Emerald City of the

46



property. For these reasons, Emerald City hagdagsfact issue regang) the civil theft of

property.

Kahn & Co.'s Civil Theft of Emeral€ity’'s Music Tracks is Preempted.

For a state law claim to be preempted unbderCopyright Act, it must satisfy both
prongs of the following test:

First, the claim is examined to deten@ whether it falls “within the subject

matter of copyright” as defined by 173%JC. § 102. And second, “the cause of

action is examined to determine if it protects rights that are ‘equivalent’ to any of

the exclusive rights of a federal comlt, as provided in 17 U.S.C. § 106.”

Spear 791 F.3d at 594. The Fifth ICuit evaluates the second promgder the “extra element”
test. Alcatel 166 F.3d at 787. “This test requires tifabne or more qualitatively different
elements are required to constitute the stateenlezause of action being asserted, then the right
granted under state law does not lie within glkeeeral scope of copyright, and preemption does
not occur.” Carson 344 F.3d at 456 (internal citatioasd quotations omitted).

In Spear the court held that a state law ataunder the TTLA was preempted by the
Copyright Act, even though copyright infringemealoes not contain a mens rea requirement like
the TTLA. Spear 791 F.3d at 598. This was because “elements of knowledge do not establish
an element that is qualitatively differefftom a copyright infringement claim.”ld. (internal
citations and quotations omitted). Emer City’s TTLA claim is similar taSpear Therefore,
the claim regarding civil convam of music tracks is themfe equivalent to copyright

infringement and preemptdxy the Copyright Act.

A Fact Issue Exists Regarding Whether the Cuetdrst is Subject to a Civil Theft Claim.

Civil theft of a trade secret occurs wherpegison, without the own's effective consent,
knowingly: “1) steals a trade secré) makes a copy of an artiglepresenting a trade secret, or

3) communicates or transmits a trade secréEX. PEN. CODE ANN. § 31.05(b)(1)—(3). Kahn
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argues that Emerald City has failed to estabésly of the elements of a civil theft claim.
However, Emerald City has set auidence pertaining to each elememherefore, this claim is
appropriate for a jury to consider.

First, Emerald City set forth proof that litas a possessory right to the customer list
because it owns the property. Second, Kahn resigned on May 28, 2014. He still has not returned
any of the property, and hadused to do so (Dkt. #127 at gp/—28). This corigutes evidence
that Kahn intends to deprive Emerald City ofgteperty permanently, or for an extended period
of time. Third, Emerald City alleges that Kahndaacopies of “Filemaker” the program within
which it stored the customer list. This constitutes civil teéfle Wellogix, Inc. v. Accenture
LLP, 788 F. Supp. 2d 523, 542-43 (S.D. Tex. 2011) (Btamay establish theft of trade secrets
by showing that without consent the DefendantesRIkintiff's trade secret, made a copy of an
article representing the trade secret, or comoaiad or transmitted a trade secret) (citing Tex.
Penal Code 8§ 31.05). Therefore,efter or not Kahn committed citheft is a question of fact.
Conspiracy

The first element of a claim of conspiracyaisombination of “two or more personstti
v. J.T.T, 162 S.W.3d 552, 556 (Tex. 2005). Texas counatge held that one person acting alone
cannot be held liable for civil conspiracyBarber v. State764 S.W.2d 232, 234 (Tex. Crim.
App. 1988) (citingBarbier v. Barry 345 S.W.2d 557 (Tex. Civ.pgp.—Dallas 1961, no writ)).

All evidence in the case indicates thathikaworked alone in his alleged acts of
misappropriating trade secretsdataking physical property. Emerald City has not listed a
second person who was involvedtirese acts, as required forcanspiracy under Texas law.
Emerald City cannot prevail on a claim of conapyr as a matter of law because they have not

shown any evidence that Kahn was working wothfor anyone other than himself and his
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corporation. “A corporation cannot conspire witikelf any more than a private individual can,
and it is the general rule that the acts @& #gent are the acts of the corporation.” Thus, a
corporate agent cannot conspire with a corporation, unless tho®ighey were acting outside
of their corporate capacity for a personal purpoSee id.(affirming a districtcourt’s grant of
summary judgment because there was no evidiwaté¢he individual defedants acted outside of
their employment capacityfojtik v. First Nat'l Bank of Beeville752 S.W.2d 669, 673 (Tex.
App.—Corpus Christi 1988, pet. denied) (individmady conspire with corporation if actions
were not in capacity as a corporate agent,vere for personal purposes such as a different
business interest). Therefore, to prove Joidahn conspired with his company, Emerald City
must show he acted for a specific personal pwposfurtherance of the alleged conspiracy.
Therefore is no fact issue regarding a comsy, and Kahn & Co. are entitled to summary
judgment on this claim.
Attorney’s Fees

Emerald City lists attorney’s fees as an indefsnt count and in its gyer for relief. As
attorney’s fees are a form of relief, not an ipeledent cause of action, the court will grant Kahn
& Co.’s Motion for Summary Judgment as to this clai®ee Carroll Co. v. Sherwin-Williams
Co,, 848 F. Supp. 2d 557, 570 (D. Md. 2012inger v. Nev. ex keDept. of Transp.No. 3:09-
CV-0696-LRH-RAM, 2011 WL 187117, at *2 n.2 (D. Nev. Apr. 27, 2011). This holding does
not preclude the possibility of recovery of atteyis fees at trial. It merely precludes the
recovery of attorney’s feexs a standalone action.

Misrepresentation/Fraud

Kahn & Co. have raised a fassue as to theoounterclaim of fraudulent inducement.

Under Texas law, the elements of fraud are:

49



(1) a material misrepresentation; (2) tisafalse; (3) when the defendant made the
representation, the defendant knew it wasefar made the statement without any
knowledge of its truth; (4) the defendant intended the [ifaitat rely on the
representation, and the plaintiff actualglied on the representation; and (5) the
defendant’s actions caused an injury.
Kevin M. Ehringer Enters., Inc. v. McData Servs. Coi6 F.3d 321, 325 (5th Cir. 2011)
(internal citation omitted). For fraudulent inducemeourts also require proof of an underlying
contract. Id. Under Texas law, “[flor a contract to exist, there must be an offer, an acceptance,
and valid consideration.Harco Energy, Inc. v. Re-Entry People, 23 S.W.3d 389, 392 (Tex.
App.—Amarillo 2000, no pet.). “To prove that affer was made, a party must show (1) the
offeror intended to make an offer, (2) the tewhshe offer were cleaand definite, and (3) the
offeror communicated the essential terms of the offer to the offef2emiingo v. Mitche|l 257
S.W.3d 34, 39 (Tex. App.—Amarillo 2008, pet. deniebh).assessing whether there was an offer
and acceptance, courts consiadrether there was a “meeting of the minds,” defined as “a
mutual understanding and assent to the expressitre parties’ agreement,” which is based on
an objective standarddomingo v. Mitche|l257 S.W.3d 34, 39 (Tex. App.—Amarillo 2008, pet.
denied).

Kahn & Co. Have Raised a Fact Questiontéd\all Elements of Contract Formation.

Kahn & Co. have raised adt issue as to all elentsrof contract formatiof’

" Emerald City claims that Kahn admitted he did not einteran enforceable contraeith Emerald City because

Kahn is asserting claims for promissory estoppel and uejugthment. However, it is well established that parties
may plead inconsistent or alternative theories and no technical form is required. FED. R. &t)(19~(3); see,
e.g.,Cessna Aircraft Co. v. Aircraft Network, L1213 S.W.3d 455, 467 (Tex. App.—Dallas 2006, pet. denied) (a
party may plead alternative clairfar promissory estoppel and fraudge also Laurence v. Atzenhoffer Chevrolet

281 F. Supp. 2d 898, 900 (S.D. T@&a03) (“Until an action haactually reached the poiof entering judgment,

Rule 8 allows a plaintiff to explore alternative, mutuadlyclusive theories.”). The court is not persuaded that
Kahn’s testimony is so inconsistent that it should be disregarded. Emerald City points out that Kahn initially
testified that he would have an ownership interest in a business that he and Taglioli would créwete EQdand

Inc., but later testified that equity was related to EGidgement LLC, which had already been created at the time

of the phone conversation (Dkt. #129-1 at 24:2-9, 25:10-19). On summary judgment, the Court will not make this
minor inconsistency in testimony, which relates to the identity of two closely-named entities, a basis to exclude
Kahn'’s testimony that a misrepresentation was made.
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Offer

Kahn & Co. have provided deposition testimaihat Taglioli promised Kahn a thirty
percent equity interest in EC ManagemenCLif Kahn would come t@®allas and start a band
(Dkt. #129-1 at p. 25:8-25:19). This is evidentan offer made with clear terms.

Emerald City argues that no misrepreseotatcould have been made because EC
Management LLC, the entity to be formed, was inoéxistence at the time, and as such could
not make an offer or be the subject of thieio{Dkt. #116 at p. 10-11). But Texas courts have
held that “an entity not yet incorporated will sbk held liable for pre-incorporation acts that are
ratified or from which theentity derives benefit.”"Tayama v. Riom CorpNo. 2:11-CV-167-J,
2012 WL 556007, at *3 (N.D. Tex. Feb. 21, 2012) (quo@ugtal Shutters & Insulation, Inc. v.
Derr, 809 S.W.2d 916, 920 (Tex. App.—Houston [14tstDi1991, no writ)). A jury could find
that EC Band Inc. derived benefit from Taglislalleged pre-incorporation promise and find for
Kahn & Co. under this rule. Therefore, Kahn &.(have raised a fact issue as to whether a
misrepresentation was made.

Acceptance and Consideration

Kahn’s move to Dallas to work with Taglioli iesponse to the alleged offer is evidence
of acceptance and consideration (Dkt. #129-2 at 24:2-24:9).

Meeting of the Minds

For the parties to come to a meeting of thadsj they must agree on all essential terms.
APS Capital Corp. v. Mesa Air Grp., In&80 F.3d 265, 272 (5th Cir. 2009). Here, Kahn has
produced evidence that the parties came tagreement regarding the ownership split in the
future entity, which is an essgal term (Dkt. #129-1 at p. 25:8-25:19)his is sufficient to raise

a fact issue as to a meeting of the minds.
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Emerald City correctly points out that Kahrstiged that there was no agreement as to
several terms, including salary, incentivesnuses, profit sharing, percentages of ownership,
and classes of ownership (Dkt. #116-2 at 26:17—Bt on summary judgment, every fact is to
be construed in favor of the non-movant.ndér this standard, Kahn & Co. have produced
sufficient evidence to raise a fact issegarding a meeting of the minds.

Kahn & Co. Have Raised a Fact Issue Regarding the Elements of Fraud.

Material Misrepresentation That Was False

Kahn & Co. have provided deposition testimy that Tagliolipromised Kahn a 30%
equity interest in EC Management LLC if i@ would come to Dallas and start a band there
(Dkt. #129-1 at 23:7-24:18). Buiglioli did not do so. Furthemne, Kahn alleges that Taglioli
said that Kahn had ownership interest in EateeCity Management (R. #129-4 at 18:2-10).
This is evidence of a material mepresentation that was false.

Knowledge of Falsity, Taglits Intent, and Kahn’s Reliance

On summary judgment, the court is to “view edidence in the light most favorable to
the non-moving party and draw all reasonaiblierences in that party’s favor."Nola Spice
Designs, L.L.C. v. Haydel Enters., In€83 F.3d 527, 536 (5th Cir. 2015). From that posture,
the fact that a promise was made by Taglioli bever fulfilled, while Taglioli spoke as if his
promise of ownership interest had been fulfilledsea a fact issue as to whether Taglioli knew
of the falsity of his statement, and intended for Kahn to rely on it. Kahn testified that he moved
to Dallas is evidence of reliance on Talbjllopromise (Dkt. #129-6 afl 6). Kahn & Co.,
therefore, have raised a fassue as to elements 2 through 4.
Injury

The fact that Kahn did not receive the owngrshierest he was promised is evidence of

injury, for which Kahn seeks benefit of the bargdamages (Dkt. #88 at | 81). Texas courts
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require that an enforceable contract be mcelbefore a party can recover such damages
Bohnsack v. Varco, L.P668 F.3d 262, 275 (5th Cir. 2012) (citiBgylor Univ. v. Sonnichsen
221 S.W.3d 632, 636 (Tex. 2007()Courts have refused to and benefit-of-the-bargain
damages in the absence of an enforceableaamir). For reasons already described, Kahn &
Co. have raised a fact issue as to the existenem @inforceable contract. It follows that they
have also raised a fact issue as to the avhilaof benefit of tre bargain damages.

There Is a Fact Issue as to When Fraud W8aldiscovered, therefore, Kahn & Co.'s Cause of
Action Is Not Barred by the Statute of Limitations.

An action for fraud must be brought “not latBan four years after the day the cause of
action accrues.” Ax. Civ. PRAC. & REM. CODE ANN. § 16.004 (West). However, “[t]olling is
appropriate when the case involves ‘allegad of fraud or fradulent concealment.Margolies
v. Deason464 F.3d 547, 555 (5th Cir. 2006) (citiBgv. v. R.\V.933 S.W.2d 1, 6 (Tex. 1996)).
“In such cases, the action does not accrue untpldnatiff knew or in theexercise of reasonable
diligence should have known of thgongful act and resulting injuryMargolies 464 F.3d at
555 (citation omitted). This statute of limitatiofidoes not start to run until the fraud is
discovered or the exercise of reaable diligence would discover it’Hooks v. Samson Lone
Star, Ltd. P’ship 457 S.W.3d 52, 57 (Tex. 2015gh’g denied(May 1, 2015). Reasonable
diligence is normally an issue of fadd.

Kahn argues that the statute of limitatioh®w@d be tolled due to Taglioli’'s fraudulent
concealment. Fraudulent concealment has feaments: “(1) the existence of the underlying
tort; (2) the defendant's knowledggthe tort; (3) the defendantise of deception to conceal the
tort; and (4) the plaintiff's reasonable reliance on the decep®uiester v. JP Morgan Chase
Bank, N.A. 708 F.3d 667, 676 (5th Cir. 2018rt. denied sub nom. Priester v. JP Morgan

Chase Bank, N.A134 S. Ct. 196 (2013) (citingolland v. Thompsgn338 S.W.3d 586, 596

53



(Tex. App.—EI Paso 2010, pet. denied)). “[T]he statute of linoitestiis an affirmative defense
that ‘places the burden ofqwf on the party pleading it.”Frame v. City of Arlington657 F.3d
215, 239 (5th Cir. 2011) (citing.T.C. v. Nat'l Bus. Consultants, In@76 F.3d 317, 322 (5th
Cir.2004);In re Hinsley 201 F.3d 638, 644—45 (5th Cir. 2000).

Taking Kahn'’s testimony as true, Taglioli maalenisrepresentation in June 2009, when
Taglioli promised to give Kahn an ownershipperest in EC Manageent LLC (Dkt. #129-1 at
23:7-24:18). Based on this date, Emerald Citgt @aglioli argue thathe latest Kahn & Co.
could have alleged fraud would have bdene 2013, well before June 13, 2014, when Kahn &
Co. first alleged fraud in the®riginal Answer (Dkt. #14 at p. 1.7)There is some evidence that
Kahn and Taglioli were continog to ‘negotiate’ as late dsebruary 12, 2011, which would
place the fraud counterclaim withthe statute of limitations (. #116-5). Kahn asserts that
these communications from Taglioli wereedding [Kahn] on through representations and
promises” (Dkt. #88 at | 78) and presents enak to support this contention (Dkt. #129-4 at
18:2-10). This creates a fact issue as to wKamn could have discovered the fraud through the
exercise of reasonable diligentce.

Misappropriation of Trade Secrets

Emerald City and Taglioli deny that theysappropriated any trade secrets belonging to
Kahn & Co. (Dkt. #90 at 11 82—84). Kahn & Co. dmt respond to Emerald City and Taglioli’s
Motion for Summary Judgmenggarding this claim.

Because the alleged misappropriation occurred after September 1, 2013, the Texas

Uniform Trade Secrets Act (“TUTSA") appliesSeeAdoption of Uniform Trade Secrets Act,

8 Emerald City argues that Kahn & Co. cannot assertfthatlulent concealment tolled the statute of limitations
because fraudulent concealménian affirmative defense that must jplead and proven by the party asserting it

(Dkt. #120 at p. 14). However, the Fifth Circuit has found that a party meets its pleading burden when they have
pleaded “sufficient facts to put the defense on naticthe theories on which the complaint is baseéblonial

Penn Ins. Co. v. Mkt. Bhners Ins. Agency, Incl F.3d 374, 376 (5th Cir. 1993). The Court finds that Kahn & Co.
pleaded sufficient facts to put Emer&idy on notice (Dkt. #88 at 1 70-80).
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2013 Tex. SEss LAw Serv. Ch. 10 (S.B. 953) (“The changelaw made by this Act applies to
the misappropriation of a trade secret made aafter the effective date [September 1, 2013] of
this Act.”). Under the TUTSA, misappropriationdgfined as “acquisition of a trade secret of
another by a person who knows or has reasdmaov that the trade secret was acquired by
improper means” or “disclosure or use of a ¢ra@cret of another viibut express or implied
consent [by one of three skes of individuals].” &x. Civ. PRAC. & ReEM. CODE ANN.

8§ 134A.002(3)(B).

As no response has been filed, the Court agliept as true Emerald City and Taglioli’s
statement that it did not misappropedrade secrets from Kahn & C8ee Eversley843 F.2d at
174. The Court can also assume that K&h@o. have no opposition to summary judgment
regarding this claim.SeelLocal Rule CV-7(d). Furthermore, Kahn & Co. have provided no
evidence that a trade secret was acquiredisclosed by Emerald City, as required for
misappropriation under the TUTSA. There is ssue of fact regardintis claim and Emerald
City and Taglioli are entiéld to summary judgment.

Declaratory Relief Under the Texa<Civil Practice and Remedies Code

Kahn & Co. seek relief under the Texas Wnih Declaratory Judgment Act (“TUDJA"),
§ 37.009 of the Texas Civil Practice and Remed@iede (Dkt. #88 at § 97). The Fifth Circuit
has held that the TUDJA is a proceduralig@athat does not apply in federal court unéiee
R.R. Co. v. Tompkin804 U.S. 64 (1938)Camacho v. Tex. Workforce Comma45 F.3d 407,
413 (5th Cir. 2006). Kahn & Cdiave provided no case law tbe contrary, and have not
responded to Emerald City and Taglioli’'s Motion for Summary Judgment regarding this claim.
As no response has been filed, the Court asbume that Kahn & Co. have no opposition to
summary judgment regarding this claiBeeL.R. CV-7(d). There isherefore no genuine issue

of fact regarding this claim, and Emerald Gityd Taglioli are entitletb summary judgment.
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Promissory Estoppel

Kahn & Co. claim that even if the agreement Kahn established with Taglioli is not
enforceable, they deserve reliance damages undeogytbf promissory égppel. The elements
of promissory estoppel are:)(& promise; (2) foreseeable aactual reliance on the promise to
one’s detriment; (3) that enforcement of the pe@Tbe necessary to adadn injustice, and (4)
reliance damagesSee, e.g., Fretz Constr. Co. v. S. Nat'| BaB®k6 S.W.2d 478, 483 (Tex.
1981). Only when the promise is definite andy be reasonably relied upon by the promisee is
a promissory estoppel claim viabl@ilmartin v. KVTV-Channel 1385 S.W.2d 553, 558-559
(Tex. App. - San Antonio 1998, no pet.).

Kahn presents evidence for each of the elements of promissory estoppel. As discussed
above, Kahn presents evidence thaglioli promised pdial ownership of the company (element
one) in exchange for Kahn comiagd working with Taglioli inTexas (element two). Kahn also
presents evidence that he moved to Texas in pdian this promise, andathe is thus entitled
to reliance damages he incurred by working Taglioli on belief thathe would be given an
ownership interest (Dkt. #129-6 at 1 6). Asadissed in the Courtanalysis of fraudulent
inducement, Kahn has presented evidence that there was a promise (element one), that Kahn
relied upon that promise to his detriment (eletnisvo). Kahn suffered reliance damages in
moving to Texas (element fouipkt. #129-4 at 51:16-51:24). Tledore, drawing all reasonable
inferences in favor of Kahn and Co., enforcenwhe promise, may be necessary to avoid an

injustice®®

19 Emerald City argues that Kahn and Co. should be precluded from arguing that they are entitled to promissory
estoppel and unjust enrichment if thege also claiming fraud in the inducerherThis however, is an incorrect
statement of law. FED. R. CIV. P. 8(d)(1)-(8&e, e.g., Cessna Aircraft Co. v. Aircraft Network, | 2€3 S.W.3d

455, 467 (Tex. App.—Dallas 2006, pet. denied) (a party may plead alternative claims for promissory estoppel and
fraud); see also Laurence v. Atzenhoffer Chevr@sf, F. Supp. 2d 898, 900 (S.D. Tex. 2003) (“Until an action has
actually reached the point oftening judgment, Rule 8 allows a plaintiff explore alternative, mutually exclusive
theories.”).
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Kahn is not barred by the statute of limitati@ssset forth above. Kahn is also not barred
by the statute of frauds because the statuteanfdf is an affirmative defense that must be
affirmatively asserted or it is waive&ee, e.g.FED. R. CIV. P. 8(c);First Nat'l Bank v.
Zimmerman 442 S.W.2d 674, 677 (Tex. 1969). Kahn waived the affirmative defense of the
statute of frauds. Therefore, ather or not Kahn is entitled togwail in his claim of promissory
estoppel is a question of fdor a jury to determine.

The statute of limitations for a claim pfomissory estoppés four years.E.g, Prestige
Ford Garland Ltd. P’ship v. Morales336 S.W.3d 833, 836 (Tex.pp.—Dallas 2011, no pet.)
(citing TeX. Civ. PRAC. & REM. CODE ANN. § 16.051). “[A] promissorgstoppel cause of action
accrues when the promisor breaches its promise to the promiseat 837. “The question of
when a cause of action accrues is geneaadty of law for the courts to determineld.

Taking Kahn’s testimony as true, in Jub@09, Taglioli promised that he would make
Kahn a part-owner in EC Management LLC if Kahn would come down and work with him (Dkt.
#129-1 at 23:7-24:18). Kahn begarwork for Taglioli in September 2009, but was never made
a co-owner. However, there is evidence thajlidh said that Kahn was an owner while the
Emerald City version of Downtown Fever waerforming in Texas (Dkt. 129-4 at 18:2-18ge
Berkley v. Am. Cyanamid C&/99 F.2d 995, 999 (5th Cir. 1986 R¢gpeated assurances of the
truth of an original representation may conséitan affirmative concealment of the fraud and
excuse a failure to exercise diligence in disring the falsity thered). (internal citations
omitted). Furthermore, there is no evidence Kalin was aware that Taglioli had formed ECM
before June 13, 2010. Therefore, for the samasoms that it is a question of fact whether

fraudulent concealment tolls the statute of litndtas for fraudulent inducement, it is a question
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of fact whether fraudulent concealment also tbllee statute of limitations on Kahn's claim of
promissory estoppel.

Breach of Licensing Agreement

The elements of breach of licensing agreement(a) the existence of a valid contract; (2)
performance or tendered performea; (3) breach of the contraeind (4) resulting damageSee
Paramount Pictures Corp. v. Johnson Broad. IiNn. CIV.A.H 04 03488, 2006 WL 367874, *5
(S.D. Tex. Feb. 15, 2006). As discussed in Seahmve, there is evidence of every element of
valid contract formation, and thuexistence of a contract iscuestion of fact. Furthermore,
there is evidence of damages because Kahn dideneive the compensation that he alleges he
was promised (Dkt. #116-15). Therefore, whether or not there was a breach of the licensing
agreement is a question of fact.

Unjust Enrichment

Kahn & Co. claim that Emerald City and Tadjliavere unjustly enriched “through their
wrongful, improper, unjust, fraudulent, and unfaanduct” associated wittthe use of Kahn’s
[DOWNTOWN FEVER] mark.” (Dkt #88 at { 86). A person is unjustly enriched when he
obtains a “benefit from another by fraud, diseor the taking of an undue advantage.”
Heldenfels Bros., Inc. v. City of Corpus Chri®82 S.W.2d 39, 41 (Tex. 1992). In the present
case this is a fact issue because, as explairea atyhether or not there was fraud is a question
of fact. If there was fraud, ¢hne is evidence that Emerald Chgs been unjustly enriched by
their continued use of the DOWMWN FEVER mark. Emerald Citis thus not entitled to

summary judgment on this counterclai.

20 Emerald City argues that the Statof Limitations bars a claim of unjust enrichment. However, as discussed
previously, Emerald City has not met is burden of establishing when Kahn’s unjust entichaime accrued
because Kahn argues that fraudulmrcealment tolled the statute of limitats, which is a question of fact.

58



CONCLUSION

The parties have raised seomotions for summary judgment for trademark infringement
and unfair competition (Dkt. #116, Dk#118). However, the parties have established that the
ownership of the DOWNTOWN FEME mark in Texas is a questiar fact. It is therefore
ORDERED that Taglioli and Emerald City’s motion for summary judgment regarding Kahn &
Co.’s counterclaims of trademark infringent and unfair competition (Dkt. #116)D&ENIED.

It is furtherORDERED that because Emerald City has raised a fact issue as to ownership
of the DOWNTOWN FEVER mark and no otheemlents are contested, Kahn & Co.’s motion
for summary judgment on Emerald City’s clairos common law service mark infringement,
common law unfair competition, and trademarkingement under the Texas Anti-Dilution Act
(Dkt. #118) isDENIED.

It if further ORDERED that Kahn & Co.’s motion fosummary judgment on Emerald
City’s claim of trademark infringement undeetfederal Trademark Dilution Revision Act (Dkt.
#118) iIsGRANTED.

It is furtherORDERED that Kahn & Co.’s Motion foSummary Judgment on Emerald
City’s claim of tortious interferenosith existing contrats (Dkt. #118) IiOENIED.

It is further ORDERED that Kahn & Co.’s Motion foSummary Judgment on Emerald
City’s claim of tortious intderence with prospective buss® relationships (Dkt. #118) is
DENIED.

It is furtherORDERED that Kahn & Co.’s Motion foSummary Judgment on Emerald
City’s claim of conversion of Eprald City’s physical propertsgnd customer list (Dkt. #118) is
DENIED.

It is furtherORDERED that Kahn & Co.’s Motion foSummary Judgment on Emerald

City’s claim of conversion of EmeilCity’s music tracks (Dkt. #118) SRANTED.
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It is furtherORDERED that Kahn & Co.’s Motion fo Summary Judgment on Emerald
City’s claim of trademark dilution undéne Texas Anti-Dilution Act (Dkt. #118) IBSENIED.

It is furtherORDERED that Kahn & Co.’s Motion fo Summary Judgment on Emerald
City’s claim of cybersquatting (Dkt. #118)XENIED.

It is further ORDERED Emerald City and Taglioli's Motion for Summary Judgment
regarding Kahn & Co.’s coueatclaim of promissorgstoppel (Dkt. #116) IBENIED.

It is further ORDERED Emerald City and Taglioli's Motion for Summary Judgment
regarding Kahn & Co.’s couaiclaim of misrepresentab/fraud (Dkt. #116) i©DENIED.

It is furtherORDERED that Kahn & Co.’s Motion fo Summary Judgment on Emerald
City’s claim of civil Theft of Trade Secrets under the Texas Theft Liability Act regarding the
customer lists (Dkt. #118) BENIED.

It is furtherORDERED that Kahn & Co.’s Motion fo Summary Judgment on Emerald
City’s claim of civil theft of Trade Secrets under the Texaseffh.iability Act regarding the
music tracks (Dkt. #118) BGRANTED.

It is furtherORDERED that Kahn & Co.’s Motion fo Summary Judgment on Emerald
City’s claim of civil theft ofphysical property under the TexasefthLiability Act (Dkt. #118) is
DENIED.

It is furtherORDERED that Kahn & Co.’s Motion fo Summary Judgment on Emerald
City’s claim of copyright infringement (Dkt. #118) BEENIED.

It is furtherORDERED that Emerald City and Taglis Motion for Summary Judgment
on Kahn & Co.’s counterclaim ofdudulent registration with the Xas Secretary of State (Dkt.

#116) iSDENIED.
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It is furtherORDERED that Emerald City and Tagliof’Motion for Summary Judgment
on Kahn & Co.’s counterclaim of breachlmfensing agreement (Dkt. #116)D&ENIED.

It is furtherORDERED that Emerald City and Tagliof’Motion for Summary Judgment
on Kahn & Co.’s counterclaim of diaratory relief (Dkt. #116) iISRANTED.

It is furtherORDERED that Emerald City and Tagliof’Motion for Summary Judgment
on Kahn & Co.’s counterclaim of unjust enrichment (Dkt. #11&)ENIED.

It is furtherORDERED that Emerald City and Tagliof’Motion for Summary Judgment
on Kahn & Co.’s counterclaim of misappragron of trade secrets (Dkt. #116)GRANTED.

It is furtherORDERED that Kahn & Co.’s Motion fo Summary Judgment on Emerald
City’s claim of misappropriatin of trade secrets under thex@ds Uniform Trade Secrets Act
regarding the passwas (Dkt. #118) iSSRANTED.

It is furtherORDERED that Kahn & Co.’s Motion fo Summary Judgment on Emerald
City’s claim of misappropriatin of trade secrets under thex@ds Uniform Trade Secrets Act
regarding the customer list and music tracks (Dkt. #11BENIED .

It is furtherORDERED that Kahn & Co.’s Motion fo Summary Judgment on Emerald
City’s claim of conspiracy (Dkt. #118) BENIED.

It is furtherORDERED that Kahn & Co.’s Motion fo Summary Judgment on Emerald
City’s claim of breach of fiduciary duty (Dkt. #118)D&ENIED.

It is furtherORDERED that Kahn & Co.’s Motion fo Summary Judgment on Emerald
City’s claim of copyright infringement (Dkt. #118) BEENIED.

It is further ORDERED that Kahn & Co.’s Motion for Summary Judgment regarding

Emerald City’s claims of fae advertising (Dkt. #118) BENIED.
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It is furtherORDERED that Kahn & Co.’s Motion Summary Judgment on Emerald
City’s claim of attornels fees (Dkt. #118) iISRANTED. This does not preclude Emerald City

from recovering attorney’s feed trial, as included in their prayer for relief.

SIGNED this 8th day of January, 2016.

AMOS L. MAZZANT
UNITED STATES DISTRICT JUDGE
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