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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

INSUREMAX INSURANCEAGENCIES,INC.
ARMCO INSURANCEAGENCY,INC.,and
WELSONHOLDINGS,INC., d/b/a A-MAX,

Plaintiffs, No. 3:13-CV-1231-M

, 8
8
8
8
8
V. 8
8
SHANZEENTERPRISESINC., d/b/aBAJA 8
AUTO INSURANCE, 8
8

Defendant. 8

MEMORANDUM OPINION AND ORDER

Before the Court are five motis filed by Plaintiffs Insureax Insurance Agencies, Inc.,
Armco Insurance Agency, Inc., and Welson Holdjrigs. (collectively “Plaintiffs”): Plaintiffs’
Motion to (1) Dismiss Counterclaim for Tortiolsterference [Docket Entry #10]; (2) Dismiss
Counterclaim Seeking Declaratory JudgmenCamcellation of A-MAX Trademark [Docket
Entry # 11]; (3) Dismiss Countaraims Seeking Declaratorydgment of Invalidity and Non-
Infringement of the Term A-MAX [Docket Entryl1]; (4) Strike Affirmative Defenses [Docket
Entry #11]; and (5) Dismiss Request for Attornelyées [Docket Entry #11]. For the reasons set
forth below, the Motions al@RANTED.

I. BACKGROUND

This action concerns claims for tradam infringement and unfair competition.
Plaintiffs and Defendant Shanze Enterprises.,, ld/b/a Baja Auto Insurance (“Baja”) sell
automobile and homeowner insurance policies.nBfts sued Baja in state court, claiming its
use of a specific red and yellow color scharoastituted trade dress infringement and unfair

competition.
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Baja removed the case to this Court [Dddketry #1], and filed an Amended Answer,
asserting six counterclaims and multiple affirmatie¢enses [Docket Entry #9]. In the first five
counterclaims, Baja sought cancellation ciRtiffs’ A-MAX mark and A-MAX trade dress
and declaratory judgments of invalidity and nonimdement of the markna trade dress. In the
sixth counterclaim, Baja asserted a state lawncfar tortious interference with contract, arguing
that Plaintiffs forced United Auto Insuranc&J@I”), an insurance underwriter, to cancel its
contract with Baja. Plaintiffmove to dismiss Baja’s counterclaims for tortious interference and
those for declaratory judgmentatng to the A-MAX mark. They also move to dismiss Baja’s
request for attorney’s fees, and to strékeumber of Baja’s affirmative defenses.

IIl. LEGAL STANDARD

A motion to dismiss under Fed. R. Civ. P.l)2{) challenges a federal court’s subject
matter jurisdiction.SeeFed. R. Civ. P. 12(b)(1). Fedé courts are courts of limited
jurisdiction; without jurisdicton conferred by statute, thiack the power to adjudicate
claims. See Stockman v. Fed. Election Comra38 F.3d 144, 151 (5th Cir. 1998). A court
must determine whether it has proper sufxjeatter jurisdiction over every claim and
counterclaim.Marshall v. Gibson’s Prods., Inc. of Plan®84 F.2d 668, 672 (5th Cir. 1978).
“[T]he [claimant] constantly bears the burdef proof that jurisdiction does existRodriguez v.
Tex. Comm’n on the Art892 F. Supp. 876, 879 (N.D. Tex. 1998) (Cummings, J.).

To survive a Rule 12(b)(6) motion to dismiagpleading must contain “a short and plain
statement of the claim showing that the pleadentgled to relief.” Fed. R. Civ. P. 8(a)(2). In

analyzing a motion to dismiss under Rule 12(b)(6)X&dure to state a claim, the court accepts

! United States Trademark No. 3,5046) covers the term “A-MAX” (“the A-MAX mark”). The A-MAX trade
dress refers to a yellow and red color scheme listedeosupplemental register as United States Registration No.
4,200,154 (“the A-MAX trade dress"Plaintiffs also refer to their “speadly painted Volkswagen Beetles,” for
which they have received a service mdtkited States Registration No. 177, 1%8e Beetle mark”). Plaintiffs do
not assert the A-MAX mark or the Beetle mark against Baja.
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all well-pleaded facts as true, viewing thenthe light most favorabl® the plaintiff. Martin K.
Eby Constr. Co. v. Dallas Area Rapid Tran8i69 F.3d 464, 467 (5th Cir. 2004). The pleading
standard Rule 8 announces doesraquire “detailed factuallagations,” but it does demand
more than an unadorned accusatilevoid of factual supporAshcroft v. Igbgl556 U.S. 662,
678 (2009). A satisfactory pleadingust contain sufficient factual matter, accepted as true, to
state a claim to relief that is plausible on its faBell Atl. Corp. v. Twomb|y650 U.S. 544, 570
(2007). While a court must accept all of therlant’s allegations asue, it is not bound to
accept as true “a legal conclusionuchbed as a factual allegationgbal, 556 U.S.at 678
(quotingTwombly 550 U.S. at 555).

Rule 12(f) authorizes courts “strike from a pleading an insufficient defense or any
redundant, immaterial, impertinent, or scdonda matter.” Fed. R. Civ. P. 12(f).

[ll. ANALYSIS

A. Counterclaim for Tortious Interference

The single issue raised by the first Motion is whether the Court has subject matter
jurisdiction over Baja’s state law counterclaim fartitmus interference. Ba contends the Court
can exercise jurisdiction over the counterclairadshon its relationship tte original claims,
through both the supplemental jurisdiction stt@8 U.S.C. § 1367, and a grant of original
jurisdiction under 28 U.S.C. 8 133f( The Court disagrees.

i. Supplemental Jurisdiction

Courts may exercise supplementaisdiction over state law &ims if they form part of
the “same case or controversy” with a claimrowvbich the court has mjinal jurisdiction. See
28 U.S.C. §1367(a). “The question under § 136%(ahether the supplemental claims are so

related to the original claims . . . that thegride from a common nucleus of operative fact.
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Halmekangas v. State Farm Fire & Cas. (&03 F.3d 290, 294 (5th Cir. 2010) (citivgendoza
v. Murphy 532 F.3d 342, 346 (5th Cir. 20083ge alsdJnited Mine Workers of Am. v. Gihbs
383 U.S. 715, 725 (1966) (“The state and fedeeahtd must derive from a common nucleus of
operative fact.”).

Baja’'s counterclaim is not sufficiently reldté the original claim to satisfy 8§ 1367(a).
Resolving Plaintiffs’ infringement claim requiragwo-step analysis to determine: (1) whether
the trade dress qualifies for protection, andiBgther the trade dress has been infrind&de
Bell Bio—Medical v. Cin—Bad, Inc864 F.2d 1253, 1256 (5th Cir. 1989). Facts relevant to the
inquiry include evidence of the validity of Pléffs’ trademarks and of Baja’s use of protected
materials on its buildings and in its advertisetaerOn the other hand, to prevail on its tortious
interference counterclaim, Bajaust prove: (1) the presenceabtontract; (2) willful and
intentional interference by Plaintiffs; (3) praxate causation; and (4) actual damadese
Juliette Fowler Homes, Inc. v. Welch Associates, f23 S.W.2d 660, 664 (Tex. 1990).
Relevant facts include evidence of Baja’s cactual relationship with UAI, and Plaintiffs’
alleged pressure on UAI tancel the contract.

To the extent these claims overlap at aktytdo so only at the madrg; they do not share
a common nucleus aiperativefacts. Baja claims that Plaintiffs’ alleged interference in the
contract with UAI demonstrates Plaintiffs’ beltbfat the companies are competitors. According
to Baja, this belief is relevant to Plaintiffafringement claim, for which it must prove a
likelihood of confusion between the marks. Twurt doubts that Plaintiffs would rely on their
own alleged misconduct to buttress thefringement claim. Even they do, this is a peripheral

point that joins the clais only at their edges.
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A history of business disputes between Bajd Plaintiffs—includng Plaintiffs’ alleged
“longtime scheme to put Baja out of businesss likewise insufficiento establish a common
nucleus of operative facts between the clai®se, e.gCheckPoint Fluidic Systems Intern., Ltd.
v. GuccioneNo. 10-CV-4505, 2012 WL 195533, at *5-6 (E.D. La. Jan. 23, 2012) (background
information about the relationship between two partiemisan operative fact thaatisfies
8 1367(a))Council of Unit Owners of the Wigondo, Inc. v. Recreation Indus., IN€93
F. Supp. 120, 122 (D. Md. 1992) (“[T]he ongoing amspute-ridden relationship between the
parties [does not] create a suféint basis for the exercise of supplemental jurisdiction.”);
Burgess v. Omai345 F. Supp. 2d 369, 370-72 (S.D.N.Y. 200B)]hile facts relevant to one
claim might provide background with respect to dtiger, more is required.” Baja argues that
NatureSweet, Ltd. v. Mastronardi, Lttlo. 3:12-CV-1424-G, 2013 WL 460068 (N.D. Tex. Feb.
6, 2013) (Fish, J.) supports the claim that thegtmng scheme” between the parties satisfies
“relatedness” requirement §f1367(a). It does not.

In NatureSweetJudge Fish held that a court adeixercise supplemental jurisdiction
over a defendant’s counterclaim for tortioutenference with contract, but only because it was
causally related to an existingagh for trademark infringementNatureSweet2013 WL
460068, at *6—7. The defendant there had foramedxclusive supply agreement with the
original owner of the trademarks in questidrhe original owner, under pressure from the
plaintiff, cancelled the supply agreement with ttefendant and assigniésitrademark rights to
the plaintiff. Since the cancelled supply agrent and subsequent assignment of rights led
directly to the defendant’s alled acts of trademark infringemtethe court found the two claims
“sufficiently connected” to form one cashl. at *7. Even with tls “causal” connection,

however, the issue of supplementalgdiction was a “close questionld. at *6.
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In this case, there is no causal relatiopdietween Baja’s countdaim and Plaintiffs’
trade dress infringement claim. At the core @& dhniginal claim is Baja’s allegedly unauthorized
use of protected material. In contrast, the cactaan concerns only Plafiffs’ alleged role in
the termination of Baja’'s contract with UANothing in Baja’s ptading suggests that one
caused the other. The claims arose indepédlydamd do not implicate one another. Thus,
Baja’s counterclaim for tortious interference is not sufficiently related to Plaintiffs’ infringement
claim for this Court to exerciseigplemental jurisdiction over it.

il. Original Jurisdiction

The Court cannot, as Baja urges, exeroisginal jurisdictionover the counterclaim
under 28 U.S.C. § 1338(b). Section 1338(b) grentsts original jurisdiction over “any civil
action asserting a claim of unfair competition wi@ned with a substantial and related claim
under the copyright, patent, plargriety protection or trademataws.” 28 U.S.C. § 1338(b).

As a threshold matter, it is not immediatelgan that a claim for ttous interference
with contract qualifies as an unfair competition claim, as defined by § 1338(b). Arguing that it
does, Baja citeAmerican Heritage Life Insurance @pany v. Heritage Life Insurance
Company 494 F.2d 3 (5th Cir. 1974)American Heritagalescribed the law of unfair
competition as the “umbrella for all statutorydanon-statutory causesadftion arising out of
[dishonest] business conduct.” 494 F.2d at 14. Muéerican Heritageaddressed a claim
labeled as one for unfair competition, not a claimtéotious interference. Furthermore, at least
one court has found that 8 1338(b) does not agphyl “business conduct” claims conceivably
covered by the broad languageAoherican Heritage See Schuchart & Assocs. v. Solo Serve
Corp., No. SA-81-CA-5, 1983 WL 1147, at *21 (W.Dex. June 28, 1983) (holding that claims

of unjust enrichment do not qualify as claifos unfair competition under § 1338(b)). Indeed,
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this Court is aware of no case ctvasg tortious interference wittontract as a claim for “unfair
competition” under 8 1338(b). Ultimately, howeytre Court need not resolve this issue
because Baja’s counterclaim is insufficiently tetato the infringement claim to satisfy the
remaining requirement of § 1338(b).

The Fifth Circuit has not articulated the precstandard for determining when claims are
related for the purpose of § 1338(b), but its analysemns to parallel the relatedness inquiry in
the context of suppleemtal jurisdiction.SeeRiver Brand Rice Mills, Inc. v. Gen. Foods Corp.
334 F.2d 770, 772-73 (5th Cir. 196¥arehouse Groceries Mgmt., Inc. v. Sav-U-Warehouse
Groceries, InG.624 F.2d 655, 658 (5th Cir. 1980). River Brand Rice Millsthe Fifth Circuit
suggested that Congress intended to incatedhe supplementalrjadiction relatedness
standard when it codified § 1338(b). 334 F.2d at 772. Tdwexat based its analysis of
8 1338(b) orHurn v. Oursler 289 U.S. 238 (1933), the Supreme Court’s then-controlling case
on supplemental jurisdiction. Frodurn, the court concluded that be related, as defined by
§ 1338(b), claims must be based in facts #inat‘substantially identical” or that “overlap
considerabl[y].” 334 F.2d at 772.

In United Mine Workers of America. v. Gihlbse Supreme Court amendddrn’s
“considerable overlap” standard, holding that t®unay exercise supplemental jurisdiction only
when the claims “derive from a conomnucleus of operative fact.” 383 U& 725. Congress
subsequently codified tHgibbsstandard for supplemental jurisdiction in 28 U.S.C. § 1367.
Since then, a number of courts have applied3ibdsrelatedness standard when analyzing
§ 1338(b). See Waterloo Gutter Prot. Sys. Co., Inc. v. Absolute Gutter Prot., L 84E€. Supp.
2d 398, 404 (D.N.J. 1999) (“A patent claim is reldteda claim for unfair competition] if it is

derived from a common nucle of operative fact.”)Rite-Hite Corp. v. Kelley Co., Inc99
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F.R.D. 332, 334 (E.D. Wis. 1983) (samigpn Finker, Inc. v. Schlussdl69 F. Supp. 674, 679
(S.D.N.Y. 1979)aff'd, 614 F.2d 1288 (2d Cir. 1979) (same).diatrict court in the Fifth Circuit
has reached the same conclusi&eel.M. Huber Corp. v. Positive Action Tool of Ohio Co.,
Inc., 879 F. Supp. 705, 710 (S.D. Tex. 1995) (holdireg thaims are related under § 1338(b) if
they derive from a “common nlgus of operative facts”).

The Fifth Circuit itself, however, lsastopped short of explicitly applyir@gbbsto
8§ 1338(b). InWarehouse Grocerig¢he Fifth Circuit reference@ibbsbefore holding that a
district court should have exesed jurisdiction over a state law unfair competition claim related
to a federal trademark claim. 624 F.2t658. But it is not clear whether tWarehouseourt
based its decision on a finding of suppéertal jurisdiction or on § 1338(b).

Here, the original claims and B&aounterclaim are insufficientiyelated to satisfy
8 1338(b), regardless of whether the statute resjgieems with considable factual overlap,
seeRiver Brand Rice Mills334 F.2d at 772-73, or claims amng from a common nucleus of
operative factseeGibbs 383 U.S. at 725. Baja’s countexich addresses the formation and
termination of its contract witblAl. Plaintiffs’ infringementclaim, on the other hand, involves
Baja’s alleged use of Plaintiffs’ trade dre3$e facts necessary to prove these claims do not
overlap considerably, nor do the operative factse from a common nucleus. This Court may
not, therefore, exercise original subject matter jurisdiction over the tortious interference
counterclaim pursuant to § 1338(b). Thus, Riti# Motion to Dismiss the counterclaim is
GRANTED.

B. Counterclaims Seeking Cancellation of AMAX Mark and Declaratory Judgment of
Non-Infringement and Invalidity

“A petition to cancel a registration of a rRamay be maintained “by any person who

believes that he is or will be damaged . . . by the mark.” 15 U.S.C. § 1064. “To establish
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standing” for a cancellation aoh, the claimant “need only pleadd prove facts showing a ‘real
interest’ in the proceedings and a ‘reass@abasis for its belief of damageFarah v. Pramil
S.R.L, 300 F. App’x 915, 917 (Fed. Cir. 2008) (quotRichie v. Simpsqri70 F.3d 1092, 1095
(Fed. Cir. 1999)). “The purpose” of the starglrequirement is to “prevent litigation where
there is no real controx®y between the partiédipton Industries, Incv. Ralston Purina Co.
670 F.2d 1024, 1028-29 (Fed. Cir. 1982).

Baja has not pleaded factsosving a real interest in ceelling the A-MAX mark or a
reasonable basis to believe it is damaged by thik’sneontinued existenceAlthough Plaintiffs
reference the A-MAX mark in thBackground section of their OrigihPetition, they base all of
their causes of action exclusivaly Baja’s alleged infringement tie A-MAX trade dress. The
trade dress registration consistgdy of a red and yellow col@cheme, and does not include the
term A-MAX. Nowhere do Plaintiffs accuse jBaf infringing the A-MAX mark, nor do they
give any indication that they plan to asshd mark against Baja in the future.

In the absence of a pending or threatenedmacé claimant can establish a real interest
when it reasonably believes its trademark is asimigly similar to the mark it seeks to cancel.
See Selva & Sons, Inc. v. Nina Footwear,,Ii05 F.2d 1316, 1326 (1983). But Baja does not
allege that the terms A-MAX and Baja, by themselags confusingly similarin fact, it seeks a
judgment declaring that they are not.

Baja claims instead that its “real interest” is embin the intertwined nature of the A-
MAX trade dress and the A-MAX miar According to Baja, “[tlhesimilarity of the terms BAJA
and A-MAX is an issue because each term fopart of the overall commercial impression of
the trade dress in which it is usedJef.’s Resp13. It is true that Rintiffs display the A-MAX

mark in combination with the trade dressdahat similarity of marks is “determined by
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considering the overall impression by the marlk aghole, rather than simply comparing
individual feature®f the mark.” See Exxon Corp. v. Texas Motor Exch. of Houston, 628

F.2d 500, 504-05 (5th Cir. 1980). In context, howetres, means only that the fact finder must
decide whether the trade dsehas acquired secondary meaning sufficient to justify legal
protection, or whether the color scheme distingessRlaintiffs from its competitors only in
conjunction with the A-MAX mark.It does not follow that Baja acquires an interest in the
validity of the A-MAX mark simply because it fidbeen accused of infringing the A-MAX trade
dress. Baja cites no authorignd the Court is aware of noneathvould extend the concept of
standing that far.

For similar reasons, Baja lacks standingdaeksa declaratory judgmeof invalidity and
non-infringement of the A-MAX mi&. In the context of declatory judgments, courts have
jurisdiction only over disputes presenting “standial controversy, between parties having
adverse legal interests, of sufficient imnaegi and reality to warrant the issuance of a
declaratory judgment.’MedImmune, Inc. v. Genentech, |9 U.S. 118, 127 (2007) (citation
omitted). There is no immediate dispute regardimegA-MAX mark. Plaitiffs do not assert the
mark against Baja, and express no intentiodafig so. The only disputes properly before the
Court are Plaintiffs’ claims stemming from jB& alleged infringement of the A-MAX trade
dress. Thus, Plaintiffs’ M@mns to Dismiss the counteaiins for cancellation and for a
declaratory judgment of invalidity ambn-infringement of the A-MAX mark al@ RANTED.

C. Affirmative Defenses and Request for Attorney’s Fees

Plaintiffs move to strike the a numberBdja’s affirmative defenses, including the
assertion that (1) the trade dgs€'is not confusingly similar,” (2) the marks do not have a “single
source,” and (3) the trade dressdescriptive[],” cks “secondary meaning,” is “primarily

functional,” and “is notnherently distinctive.”Pls.” Mot. 2—6. According to Plaintiffs, these
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defenses are merely “negative defenses” thattaegaelement of Plaintiffs’ prima facie case,
not “affirmative defenses” that offer a justification for Baja’s actioils. Consequently,
Plaintiffs claim they should be stricken asduvadant” and “immaterial” pgsuant to Rule 12(f).
See F.T.C. v. Think All Pub. L.L,G64 F. Supp. 2d 663, 665—66 (E.D. Tex. 2008) (striking a
negative defense under Rule 12(f)). Baja aekadges that the “affirmative defenses” in
guestion overlap with its densaland seeks leave to amend its Answer to remove them.
Plaintiffs also move to dismiss Baja’s requiestattorney’s fees unde¢he Texas Declaratory
Judgments Act (“TDJA”). Baja concedes suchquest is inappropriate ithis federal action.

Plaintiffs’ Motion to Strike the “affirmtve defenses” asserted in 1 29-31, 33-35, and
38 of the Amended Answer, and to dismiss treg/er for attorney’s fees under the TDJA, is
GRANTED.

[ll. CONCLUSION

Baja has failed to establish that this Cdas either original osupplemental jurisdiction
over its counterclaim for tortious interferencetluat it has standing tssert its counterclaims
for cancellation of the A-MAX mark or for eedlaratory judgment afon-infringement or
invalidity of the A-MAX mark. Those counterclaims are theref@kESMISSED without
prejudice. Plaintiffs concede the challenged affitima defenses and request for attorney’s fees
under the TDJA should be removed. Accogly, the request for attorney’s fees is
DISMISSED, and the affirmative defenses &€RICKEN. As set forth in the Court’s July 17,
2013, Scheduling Order, the parties may freelyraitbeir pleadings without seeking leave until
October 25, 2013.

SO ORDERED.

August 7, 2013.

KITED STATES DISTRICT JUDGE
NORTHERN DISTRICT OF TEXAS
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