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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION

ULTRAFLO CORPORATION,

Plaintiff,

VS. CIVIL ACTION NO. H-09-782

PELICAN TANK PARTS, INC. et al,

w W W W W W W W

Defendants.

OPINION AND ORDER

In the case pending between Plaintiff Ultraflo Goggion (“Ultraflo”) and Defendants
Pelican Tank, Incorporated (“Pelican Tank”), Palic&orldwide, Inc. (“Pelican Worldwide”),
and Thomas Joseph Mueller (“Mueller”), the Courtvnorders, on its own motion, that the
Plaintiff file an amended complaint and Defenddiiésa dispositive motion or answer to that
amended complaint addressing the heretofore unsskehleissues of federal subject matter
jurisdiction and the potential preemption of Ulleed state law causes of action by the federal
Copyright Act.

Background and Alleged Relevant Facts

Plaintiff and Defendant Pelican Worldwide are mactidirers of butterfly valves used in
the transportation industry. Doc. 66 at 2; Doca? 8. Defendant Mueller worked for Ultraflo for
13 years, during which time he assisted in thegigtieand improvement of Ultraflo’s Model 390
butterfly valve. Doc. 86 at 14; Doc 86-1 at 50. ingrhis time working at Ultraflo, Mueller
signed at least two employment agreements relatingorkplace ethics including “conflict of
interest” and confidentiality provisions. Doc. 8&t159-107.

In the summer of 2005, Mueller left Ultraflo andgla@ working at Pelican Worldwide, a
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competing manufacturer of transportation butteviiyves. Doc. 86-1 at 5. Ultraflo alleges that
Pelican Worldwide “hired Mueller . . . in an atteintp gain possession of Ultraflo’s highly
confidential design drawings and possibly otheddraecrets.” Doc. 66 at 4.

Ultraflo sued Defendants Mueller and Pelican Tamlstate court alleging various state
law claims, including conversion, civil conspiraanfair competition, and misappropriation of
trade secretdJltraflo Corp. v Pelican Tank Parts, IndNo. 4:08-cv-1460 (S.D. Tex. 2008), Doc.
1-5 at 1. Defendants removed that case to the tr8tates District Court for the Southern
District of Texas on the basis of federal quesfiorsdiction, asserting that Plaintiff's state law
claims were completely preempted by the Copyrigbt, A7 U.S.C. § 101. No. 4:08-cv-1460.
Judge Werlein found that Defendants’ removal wasmely, declined to address the potential
preemption of Plaintiff's state law claims, and esded the case to the 280th Judicial District
Court of Harris County, Texa$d., Doc. 21. Defendants filed a notice of appeal to Fiféh
Circuit (No. 4:08-cv-1460, Doc. 24) which they sefsently withdrewld., Doc. 25.

Before the case was resolved in state court, DafgnMueller brought a declaratory
judgment action in the United States District Cdartthe Eastern District of Texas, alleging that
Ultraflo infringed copyrights that Mueller held tbhe technical drawings that Ultraflo claimed
were its “trade secrets.Mueller v. Ultraflo Corp, No. 1:09-cv-160-MAC (E.D. Tex. 2009).
Mueller and Pelican Tank also moved to dismisp#mding case in state court.

Ultraflo alleges that, out of “a desire to avoidsty procedural fights on two fronts,” it
did not respond to the motion to dismiss in stateric The state court subsequently dismissed
the case before it. Mueller filed a voluntary netaf dismissal of his case in the Eastern District,
which the court granted.

In March of 2009, Ultraflo brought this case agaibefendants Pelican Tank and
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Mueller in the Southern District of Texas, allegihg same state law causes of action it brought
in its initial suit before Judge Werlein: conversianfair competition, misappropriation of trade
secrets, and civil conspiracy. Doc. 1 at 6. Ultradlso requested a declaratory judgment against
Defendants Pelican Tank and Mueller, asserting ‘thatendants have raised issues of federal
copyright law and have asserted federal Copyrigtttrights to assets that belong to Ultraflo.”
Doc. 1 at 2. It was on this final request that &flty based its assertion of federal subject matter
jurisdiction.

In October of 2010, Ultraflo filed an amended coan in this case, adding Pelican
Worldwide as a defendant and adding a state lawmclaf unfair competition by
misappropriation against all defendants. Doc. 66.April 18, 2011, the Defendants filed four
separate motions for partial summary judgment. D#@s71, 73, 75.

Defendants contend that Ultraflo’s claims are lhivg the statute of limitations (Doc.
70), that the absence of any genuine issues ofrialatact supporting Ultraflo’s claims of the
existence of trade secrets precludes all of Utirafistate law causes of action against all
defendants (Doc. 71), that the absence of any genssues of material fact on the issue of trade
secrets precludes specifically Ultraflo’s state lal@ims of conversion and civil conspiracy
against all defendants (Doc. 73), and that Ultrats failed to introduce evidence in support of
any of its causes of action against Defendant &elitank, or any evidence in support of its
request for damages against Defendant Mueller. D&.c.

In these motions, responses and, replies theretmarty has addressed the unresolved
issues of whether there is federal subject mattesdiction under the copyright law and whether

any of the state law claims are preempted by fédemyright law.
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Legal Standards

Federal courts have jurisdiction over “all civiltians arising under the Constitution,
laws, or treaties of the United States.” 28 U.$A.331. Additionally, Section 1338(a) of the
Judicial Code gives the district courts jurisdintimver any civil action arising under any Act of
Congress relating to patents, plant variety pratactcopyrights, and trademarks.” 28 U.S.C. §
1338(a). The term “arising under” is identical iathp statutes, and courts use the same test to
determine whether a statute “arises under 8§ 138184838(a)Holmes Group, Inc. v. Vornado
Air Circulation Systems, Inc535 U.S. 826, 829, 122 S. Ct. 1889, 1893, 133d..2d 13 (2002).

A case arises under federal copyright law when Bhaintiff's complaint clearly
establishes that the copyright law “creates theseand action or that the plaintiff's right to rélie
necessarily depends on resolution of a substajuiestion of federal patent [or copyright] law.”
Christianson v. Colt Industries Operating Cqrpt86 U.S. 800, 809, 108 S.Ct. 2166, 100
L.Ed.2d 811 (1988)See, e.g., Phillips Petroleum Co. v. Texaco, t5 U.S. 125, 127-128, 94
S.Ct. 1002, 39 L.Ed.2d 209 (1974)e¢ curian). Whether a case arises under federal law is
determined on the basis of the plaintiff's compla@aterpillar Inc. v. Williams 482 U.S. 386,
392, 107 S.Ct. 2425, 96 L.Ed.2d 318 (1987). Neithdefendant’'s answer nor counter-claim can
create federal jurisdictiotdolmes Group535 U.S. at 831. Moreover, a plaintiff cannoabssh
jurisdiction in his complaint by anticipating a &zdl defenselouisville & Nashville RR. Co. v.
Mottley, 29 S.Ct. 42, 211 U.S. 149, 53 L.Ed. 126.

The well pleaded complaint rule reflects the tiadil rule that the plaintiff is the master
of his claim.Caterpillar, Inc. v. Williams 482 U.S. 386, 392, 107 S.Ct. 2425, 96 L.Ed.2d 318
(1987). A plaintiff asserting claims that “ariseden” federal law may choose to bring his

complaint originally in the federal district couilternatively, a plaintiff may choose to bring his
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claims in state court and, “[e]ven if the factuaégicate underlying [the] plaintiff's complaint
could have served as the basis for a federal cldenplaintiff has the prerogative to forgo the
federal claim and assert only state law claims rideo to prevent removal.Tavormina v.
Evening Star Productions, Incl0 F.Supp.2d 729, 732 (S.D.Tex. 1998). The defendnay
remove to federal district court, and the distoatirt will have jurisdiction over the claims, “only
when a federal question is presented on the fatheoplaintiff's properly pleaded complaint.”
Rivet v. Regions Bank of LouisiarE22 U.S. 470, 118 S.Ct. 921, 924, 139 L.Ed.2d (@828).
See28 U.S.C. § 1441(a).

An “important corollary” exists when federal lawmpletely preempts a plaintiff's state
law claim and renders it necessarily federal inureatFranchise Tax Board of Cal. v.
Construction Laborers Vacation Trust for Southeral.C463 U.S. 1, 24, 103 S.Ct. 2841, 77
L.Ed.2d 420 (1983)See TavorminalO F.Supp.2d at 732. “Once an area of state mEsvbeen
completely pre-empted, any claim purportedly basedhat pre-empted state law is considered,
from its inception, a federal claim, and therefareses under federal lawCaterpillar, Inc. v.
Williams, 482 U.S. 386 (citingrranchise Tax Board463 U.S. at 24). Copyright is one such area
of complete preemption.

Federal courts have exclusive original jurisdictaer claims of copyright infringement
(see 28 U.S.C. 8§ 1338(a)) and the Federal Copyrightuita(l7 U.S.C. § 101et seq.
“completely preempts practically all state law cisof action falling within its scope.”
Tavorming 10 F.Supp.2d at 733 (citingaboub v. Gibbons42 F.3d 285, 288 (5th Cir.1995);
Gemcraft Homes, Inc. v. Sumurdd88 F.Supp. 289 (E.D.Tex.1988) (federal exclugiaf a
copyright claim is so strong that an unstated agpyrclaim preempts explicitly worded state

law claim)). If any of the Plaintiff's claims areitwin the scope of the Copyright Act, those

5/16



claims would be preempted and, although they apaeatate law claims, would be federal in
nature and serve as a basis for federal jurisdictio

The Declaratory Judgment Act, although it is a fatllw, does not confer jurisdiction
on the federal court®\etna Life Ins. Co. v. Hawortl800 U.S. 227, 240, 57 S.Ct. 461, 463, 81
L.Ed. 617 (1937) (“[T]he operation of the Declargtdudgment Act is procedural only.”). When
a plaintiff seeks relief in the form of declaratguggment, there is no federal jurisdiction “if,tbu
for the availability of the declaratory judgmenbpedure, the federal claim would arise only as a
defense to a state created actidfranchise Tax Bd. v. Construction Laborers Vacafionst
463 U.S. 1, 103 S.Ct. 2841, 77 L.Ed.2d 420 (1988piing 10A Charles Alan Wrighgt. al
Federal Practice and Procedure § 2767, at 7442d8d. 1983))see Skelly Oil Co. v. Phillips
Petroleum Cq.339 U.S. 667, 70 S.Ct. 876, 94 L.Ed. 1194 (1950).

To determine whether jurisdiction exists in a cldon a declaratory judgment initially
filed in federal court, “the normal position of tharties is reversed; therefore, we do not look to
the face of the declaratory judgment complaint ideo to determine the presence of a federal
guestion.”Stuart Weitzman, LLC v. Microcomputer Resources, 542 F.3d 859, 862 (11th Cir.
2008) (quotingHudson Ins. Co. v. Am. Elec. Carp57 F.2d 826, 828 (11th Cir. 1992)). The
court instead must determine whether the courseabbn anticipated by the declaratory
judgment plaintiff arises under federal lald. A declaratory judgment action invokes federal
guestion jurisdiction when “the plaintiff has alez facts in a well-pleaded complaint which
demonstrate that the defendant could file a coeraction arising under federal lawd:

A claim arises under the federal Copyright Act &md only if the complaint is for a
remedy expressly granted by the Act,” like a sait ihfringement or to recoup royalties.B.

Harms Co. v. Eliscu339 F.2d 823, 328 (2d Cir.1964) (Friendly, $¢eGoodman v. Lee815
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F.2d 1030 (5th Cir. 1987). The plaintiff larms sought a declaratory judgment that he was the
sole owner of renewal copyrights to sonigs.“At issue was whether one of the defendants had
previously assigned his interest in the copyrigbtdhe plaintiff's agent, or whether the defendant
had retained his interest and had later validlygassl it to a second defendanKéane v. Nace
Intern,, 117 F.Supp.2d 592 (S.D. Tex.2000) (cithgrms 339 F.2d at 824-25). The plaintiff did
not assert any claim of infringement and did nekseslief under the Copyright Add. Because
the case turned not on interpretation of the fddeogyright Law but merely on the Plaintiff's
rights under an assignment, a question of statettsave was no federal jurisdictiodarms 339
F.2d at 828 (“The general interest that copyrighkg all other forms of property, should be
enjoyed by their true owner is not enough” to gige to federal subject matter jurisdiction.).

While state law claims oveswnershipto a copyright as a matter of state law do not
“arise under” the Copyright Act for the purposesfederal jurisdiction, the Fifth Circuit has
recognized that claims requiring construction a @opyright Act create jurisdiction when the
actions are based on rights created in the Kahe v. Nace Internl17 F.Supp.2d at 59Gee
Goodman 815 F.2d 1030 (federal jurisdiction existed wipdantiff claimed a right to be listed
as the co-author of copyrighted material and rec@noceeds as such). The courGaodman
distinguished between cases over “a contract,ubgest of which was a copyright” for which no
federal jurisdiction exists, and cases that “inefJ\the validity of the copyright itself under the
Copyright Act.”Goodmanat 1032.

Discussion

1. Federal Subject Matter Jurisdiction

The plaintiff has the burden of proving subject i@jurisdiction by a preponderance of

the evidenceNew Orleans & Gulf Coast Ry. Co. v. Barrds33 F.3d 321, 327 (5th Cir.2008). In
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evaluating jurisdiction, this Court must resolveplited facts without giving a presumption of
truthfulness to the plaintiff's allegatiorilliamson v. Tucker645 F.2d 404, 413 (5th Cir.1981).

Ultraflo asserts bases of jurisdiction under “Fati&ule of Civil Procedure 57, 28 U.S.C. 88
2201, [] 1338 in that Defendants have claimed ayagpt that does not belong to them under
federal law.”ld. at 3. Of the three sources of law (or procedurds) listed, only Section 1338

contains a grant of jurisdiction to this Court.

Because Ultraflo raises the prospect of a fedexsla in the context of an action for
declaratory judgment, to establish federal juriBdic it must “allege[] facts in a well-pleaded
complaint which demonstrate that the defendantfsilc file a coercive action arising under
federal law.”"Weitzman 542 F.3d at 862. Ultraflo’s allegations in itsemded complaint (Doc.
66) that “Mueller claims a copyright interest inalectual property and trade secrets that belong
to Ultraflo . . . [or i]n the alternative, [that] ivller claims copyrights to design drawings that ar
not copyrightable, but that embody Ultraflo’s traskxrets that were stolen by Mueller” do not
satisfy this standard.

To the extent that Ultraflo is claiming that thepgaght to the design drawings at the
heart of this case properly belong to it and wesained by Mueller in violation of state law,
and that Mueller may bring suit to establish thimership, it is well settled that such claims do
not “arise under” federal lawsee Eliscu339 F.2d 823. If Ultraflo is alleging, insteatat the
validity of the copyright itself is at issue, theyay have a claim that “arises under” the
Copyright Act 6ee Goodmarat 1032), but they have failed to identify theevant provisions of
the Copyright Act with sufficient specificity to sisre this Court of the grounds of its subject
matter jurisdiction. Before the Court can proceedUitraflo’s state law claims, it must first

establish that it has federal subject matter jictgth. Because Ultraflo’'s amended complaint
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(Doc. 66) does not adequately allege the groundfetteral subject matter jurisdiction, Ultraflo
must amend its complaint with a clear and defistsgement of federal jurisdiction.

2. Preemption of Ultraflo’s State Law Claims

Plaintiff and Defendants have not addressed thenpat preemption of Ultraflo’s state
law claims for misappropriation of trade secretsfaur competition by misappropriation,
conversion, and civil conspiracy. In May, 2008, &efants Pelican Tank and Mueller removed
an eatrlier iteration of this case from state c@sgerting that Ultraflo’s state law claims were
preempted by the Copyright Adtlitraflo Corp. v Pelican Tank Parts, IncNo. 4:08-cv-1460.
Although Judge Werlein remanded the case to statg as untimely removedd(, Doc. 21), he
gave Ultraflo ample notice that its state law claimere likely completely preempted by the
federal Copyright Actld., Doc. 21at 4. Nevertheless, Ultraflo again pleads statedauses of
action based on the Defendants’ improper use ofrigitable subject matter.

A state law claim is preempted by the federal cigyrlaw when it falls within the
subject matter of copyright and when the state tause of action protects rights that are
“equivalent” to any of the exclusive rights proettby copyrightCarson v. Dynegy, Inc344
F.3d 446, 456 (5th Cir. 2003). “A state-createdhtrig equivalent to these rights ‘if the mere act
of reproduction, distribution, or display infringés” GlobeRanger Corp. v. Software ASo.
3:11-CV-0403-B, 2011 WL3586420, *2 (N.D.Tex Aug., 13011) (quotingTaquino V.
Teledyne Monarch Rubhe893 F.2d 1488, 1501 (5th Cir.1990). A state ldane is equivalent
to rights protected under the Copyright Act if mvolves “elements that would not establish
gualitatively different conduct by the defendantart the elements for an action under the
Copyright Act.” Daboub v. Gibbons42 F.3d 285, 209 (5th Cir. 1995) (describing thetra

element” test).
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Ultraflo brings state law claims for unfair compein by misappropriation,
misappropriation of trade secrets, conversion, @ril conspiracy against the Defendants for
their alleged misappropriation and use of Ultrafldesign drawings.

(a). Unfair Competition by Misappropriation

“The elements of unfair competition by misappropoia are: (1) the creation by plaintiff
of a product through extensive time, labor, skalhd money; (2) the use of that product by
defendant in competition with plaintiff, therebyviig the defendant a special competitive
advantage because he was burdened with little e nbthe expense incurred by plaintiff in the
creation of the product; and (3) commercial dantagdaintiff.” M-I LLC v. Stelly 733 F.Supp.
2d 759, 791 (S.D. Tex 2010) (quotipble Elecs., Inc. v. N. Am. Cable Equip., Ii¢o. :08-
CV-0433-M, 2010 WL 1541504, at *3 (N.D.Tex. Apr.,1%010)). State law claims of unfair
competition by misappropriation generally are prptad when the acts that form the basis of the
claim “touch on interests clearly protected by epyright Act.” Alcatel USA, Inc. v. DGI
Technologies, In¢166 F.3d 772, 789 (5th Cir. 199%ee M-I LLC v. Stellyy33 F.Supp.2d 759.

In Alcatel a manufacturer of telephone network “switchestl awitch operating
software sued a competitor that had allegedly npisgpiated the plaintiff's intellectual property
by wrongfully obtaining schematics and manuals desg the switches and switch software.
Id. The defendants allegedly used that informatiordéoelop a switch which they sold in
competition with the plaintiff’'s productd.

The court noted that the elements of unfair contipatiby misappropriation are not
“qualitatively different from those necessary ttaddish copyright infringementid. at 789. The
state law elements of “extensive time, labor, skatidd money” expended in the creation of the

product at issue “are [also] fundamental to theepehdent creation of a work, proof of which is
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necessary under the Copyright Act.” “[U]nder ciratamces in which a work has been granted
copyright protection . . . the time, labor, skdhd money expended by the author in creating the
work are necessarily contemplated in that copyrigdt Similarly, the state claim requires proof
that the defendant used the product “in competivgh” the plaintiff’'s product. “The owner of a
copyright has a claim under federal law for theingement of his exclusive rights to reproduce,
adapt, distribute, perform, and display his woN#hether the infringing act touches on all of
these rights or just one is irrelevant for the j@sgs of copyright law.ld. Because proof that the
defendant used the product “in competition withé ghlaintiff's product would be sufficient to
state a claim under federal copyright law, thismedat does not make the state law claim
gualitatively different from a Copyright Act clainn the absence of any additional showing of a
difference between the claims, the state law claimunfair competition by misappropriation is
preempted by the federal Copyright Act.

(b) Misappropriation of Trade Secrets

The elements of a claim for misappropriation otl&aecrets under Texas law are “that
(1) a trade secret existed, (2) the trade secrstagquired through a breach of a confidential
relationship or discovered by improper means, a&idtife defendant used the trade secret
without authorization from the plaintiff.CQ, Inc. v. TXU Mining C9565 F.3d 268, 273 (5th
Cir. 2009). “Texas'[] misappropriation claim is tgal of trade secrets claims nationwide, which
‘often are grounded upon a defendant's breach tf dlutrust or confidence to the plaintiff
through improper disclosure of confidential matefiavi-I LLC v. Stelly 733 F.Supp 2d at 785
(quoting Stromback v. New Line Cinem384 F.3d 283, 303 (6th Cir. 2004) (internal oitas
omitted).

Because the state law misappropriation claim costan additional element of a breach
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of duty or trust that Copyright Act claims do netjuire, courts have found that this claim is not
preempted by the AcBee M-I LLC v. Stellyy33 F.Supp.2d at 785 (“[T]he additional element i
trade secret misappropriation, which requires eithébreach of confidential relationship or
discovery by improper means regulates conduct @i@kely different from that regulated by
federal copyright law.”) (internal citation omitfedpel Technologies Corp. v. American Filter
Film, 2008 WL 3540345, *6 (W.D.Tex. 2008) (“[O]ne ofethelements of trade secrets
misappropriation in Texas is qualitatively diffetédrom the elements of copyright infringement.
That element is that the ‘trade secret was acqutredugh a breach of a confidential
relationship,”) (internal citations omittedf,omplete Pharmacy Resources, Ltd. v. Feltnim
04:04-CV-3477, 2005 WL 1949540 (S.D.Tex. Aug. 1@0%2) (“this claim [of misappropriation
of trade secrets] includes additional element(s)imtyuishing it from a copyright infringement
claim” because of the existence of the requiretheld of breach of a duty of trust or confidence
to the plaintiff by the defendant). As long as Hilo can demonstrate the existence of a
confidential relationship, its state law claim favisappropriation of trade secrets will not be
preempted.

(c). Conversion

The elements of conversion under Texas state lavhat “(1) the plaintiff owned, had
legal possession of, or was entitled to possessitime property; (2) the defendant assumed and
exercised dominion and control over the propertgnrunlawful and unauthorized manner, to the
exclusion of and inconsistent with the plaintiffights; and (3) the defendant refused the
plaintiff's demand for the return of the property~I LLC v. Stelly 733 F.Supp.2d at 792
(citations omitted). Texas’ conversion law conceordy physical property, not intangible

intellectual property right€arson v. Dynegy, Inc344 F.3d 446, 456 (5th Cir. 2003).
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A claim of conversion of a tangible, physical objas not preempted by the Copyright
Act, which protects only intangible, copyrightabieaterial. But to the extent that a plaintiff
alleges conversion of intangible, copyrightable enat, the claim is either “outside the scope of
Texas conversion law’id.) and therefore fails to state a claim under state or, in the
alternative, preempted by the Copyright A8ee Daboub v. Gibbond2 F.3d at 289 (finding
that Plaintiffs’ conversion claim relating to thgits of the songrhunderbird performed and
made famous by ZZ Top, was preempted as a claimadagible material)GlobeRanger Corp.
v. Software AG 2011 WL 3586420 (finding that a conversion claiglating to computer
software was preemptedy)—I LLC, 733 F.Supp.2d at 792 (finding that plaintiff'sneersion
claim is preempted “to the extent that it coverd trawings, designs, and other matter subject
to copyright protection.”). Ultraflo alleges a “ogarsion of [its] proprietary design drawings by
Defendants.” Doc. 66 at 6. Taken in the contextsotomplaint, it appears that Ultraflo bases its
claim for conversion on the intangible intellectyaoperty contained within those design
drawings.Id. at 4 (“Pelican Tank’'s competing valve lmsed onUltraflo’s confidential and
proprietary design drawing.”) (emphasis added)rdfllh does not specifically allege that the
drawings on which Defendants rely in producing tteempeting butterfly valve are the same
pieces of paper originally possessed by Ultraflat, father that the drawings depict a valve the
design of which is Ultraflo’s property. Such a aofais clearly one for conversion of intellectual
property, and therefore preempted by the Copyrgit

(d). Civil Conspiracy

The elements of civil conspiracy in Texas are:gXpombination of two or more persons;
(2) an object to be accomplished (an unlawful psepor a lawful purpose by unlawful means);

(3) a meeting of the minds on the object or coofsaction; (4) one or more unlawful, overt acts;
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and (5) damages as the proximate regtitiserv Cas. Corp. v. Settlement Funding, |.[/24
F.Supp.2d 662, 674-76, 2010 WL 2757536, at *10 (BeR. July 13, 2010) (citinfns. Co. of N.
Am. v. Morris 981 S.W.2d 667, 675 (Tex.1998)). Although ciwhepiracy requires an element
of knowledge and planning, other courts have hdldt tthis element does not make it
qualitatively different from a claim under the Coigit Act. See, e.g., M-I LLC v. Stelly33
F.Supp.2d 759 (“[T]he conspiracy claim requiresed@ment of knowledge and planning, but
fails to add any qualitatively different conductttee claim.”); Warren Sign Co., Inc. v. Piros
Signs, InG. 2010 WL 2802023, at *4 (E.D.Mo. July 15, 2010Bgcause copyright law already
recognizes the concepts of contributory infringemand vicarious copyright infringement
concepts, which extend joint and several liabilitythose who participate in the copyright
infringement, a civil conspiracy claim does not asldbstantively to the underlying federal
copyright claim and should therefore be preempgte(quoting Irwin v. ZDF Enterprises GmbH
2006 WL 374960, at *4 (S.D.N.Y. Feb. 16, 2006)).Mnl LLC, Judge Ellison found that “the
intent element of the conspiracy claim does nostitute qualitatively different conduct where
the element of intent only goes to an intent torf@n agreement to copy and use” copyrightable
trade secrets and confidential information. 733upB2d at 791. This Court agrees.

Conclusion

On the basis of its complaint, Ultraflo’s state lahims for unfair competition by
misappropriation, conversion, and civil conspirarg not qualitatively different from federal
claims under the Copyright Act and are thereforeeepipted. Ultraflo’'s claim of
misappropriation of trade secrets depends on th&temce of a confidential relationship, a
distinct element, and therefore is not preempted.

The Court finds that resolution of the foregoinguiss is necessary to proceed in this
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case. Because of the absence of an adequate dwco$she copyright issues which form the
basis of Ultraflo’s request for a declaratory judan this Court cannot be assured of the basis of
its jurisdiction. Further, it appears that most Witraflo’'s state law causes of action are
preempted by the Federal Copyright Aéiccordingly, it is hereby

ORDERED that Plaintiff Ultraflo Corporation file an amerdleomplaint, within 15
days, addressing the issues raised in this Opiaiah Order. The amended complaint must
adequately describe the alleged basis for this tGosmbject matter jurisdiction and re-allege its
causes of action, avoiding allegations of state di&ims that are clearly preempted by federal
law. Plaintiff Ultraflo Corporationmay also file on the same day a brief setting fortly Egal
arguments it may have that the law as expresselisnOpinion and Order is incorrect. It is
further

ORDERED that Defendants Pelican Tank Parts, Incorpor&etican Worldwide, Inc.,
and Thomas Joseph Mueller file a dispositive moboranswer within 20 days of the filing of
Ultraflo’'s amended complaint. Defendamsy also file on the same day a brief responding to
the issues raised in this Opinion and Order todafltits brief. It is further

ORDERED that because Defendants’ Motions for Partial Sumgrdadgment (Docs. 70,
71, 73, 75) address the issues raised in Plamt#fhended complaint and do not address the
foregoing issues, they af#ENIED as premature. Defendants may re-urge these madibers

the Court is assured of its subject matter jurisalicand the nature of the complaint before it.

1 If the original grounds for jurisdiction allegea Witraflo’s complaint—a declaratory judgment agaipotential
Copyright Act lawsuits brought by the DefendantéisfadJltraflo’s purported state law claims may foenbasis for
jurisdiction if Ultraflo repleads them as federkdims under the Copyright Act. This Court currerghnnot
determine whether Ultraflo can state a claim underCopyright Act.
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SIGNED at Houston, Texas, this 18th day of Octpped 1.

-

WHﬁd*__—

MELINDA HARMON
UNITED STATES DISTRICT JUDGE
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