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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF UTAHCENTRAL DIVISION

FIRST AMERICAN TITLE INSURANCE MEMORANDUM DECISION
COMPANY and FIRST AMERICAN TITLE | AND ORDER DENYING
COMPANY, LLC, PRELIMINARY INJUNCTION

Plaintiff,
V. Case No2:15¢v-00229

NORTHWEST TITLE INSURANCE
AGENCY, LLC, MICHAEL SMITH, JEFF | District JudgeDavid Nuffer
WILLIAMS, and KRISTI CARRELL

Defendant.

Plaintiffs First American Title Insurance Company and First American Title @oynp
LLC (First American) sougha preliminary injunction against Northwest Title Insurance
Agency, LLC (Northwest) and Micleh Smith, Jeff Williams, and Kristi Carrell (Indivicl
Defendants). First American based its moti@mainst Northwest and the Individual Defendants
on numerous grounds. The defendants opposed the rhatidriNorthwest replied A hearing
was heldSeptember 19, 2016Becausdrirst Americarfailed to show irreparable harm, the

motion is DENIED.

! Plaintiff's Motion for Preliminary Injunction and Memorandum in Supgdtotion), docket no. 101filed January
28, 2016.

2 Memorandum in Opposition to Motion for Preliminary Injunction (Oppas), docket no. 134, filed March 11,
2016.

3 Reply Memorandum in Support of Plaintiffs’ Motion for Prelimipémjunction,docke no. 150 filed March 25,
2016.

4 Docket no. 282.
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BACKGROUND °

The Individual Defendants worked for Equiitle Insurance Agency, In¢Equity). At
various points all defendants signed contracts with Equity containing non-compesiomsfvi
Michael Smith’s and Jeff Williasis contracts also had non-solicitation provisidri&ach

agreement bound the Individual Defendants for up year.

5 This factual summary and other facts recited in this cacmade in the context of assessment of likelihood of
success andre based only on the materials submitted on this motion. The ordenatoeiect undisputed facts on
summary judgment motions still under consideration and certainly dovesflect or influence findings to be made
on contested issues by a jury at trial. The factual statements inniisasy or made by the court at the heguivill
not be discussed at the jury trial.

6 Michael Smith Employment Agreement { 7, attached as exhibit 5 to the Mddicket no. 103, filed January
29, 2016; Jeff Williams Employment Agneent 7, attached as exhibit 6 to the Mothocket no. 10, filed
January 29, 2016; Kristi Carrell Employment Agreement § 7, attachedhia# & to the Motiondocket no. 1038,
filed January29, 2016 Relevant provisiondiscussedrifra § 1(a).

7 Michael Smith Employment Agreement { 8; Jeff Williams Employment ément 1 8. Relevant provisions are
discussednfra § 1(a).
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Between September 2003 and February 2608t American purchased incremental
portions of Equity? By February 2009, First American became Equity’s sole oWaguity
continued to operate under its own name asiaidn of First American until the two entities
merged in 2012° From that point forward, the name Equity was no longer tfsed.

While working at First American, the Individual Defendants reviewedetextronically
acknowledgedanany companglocuments, including the following: First American Confidential
Information and Inventions Agreement, First American Code of Ethics and Cpaddcthe
First American Handboofcollectively, “point-and-click agreement$. 2

Eventually the Individual Defendants and others grew dissatisftbdrirst Americant®
On January 26, 2015, Mike Smith, Jeff Williams, and others organizectgistered Northwest
Title.1* On March 9, 2015, Mike Smith resigned from First American and began working for
Northwes Title.®> On March 10, 2015, Jeff Williams and Kristi Car@oresigned from First

American and began working at Northwest Til®y the end of March 2015, 25 other First

8 Declaration of Mark Webber 42, attached as exhibit 2 to the Motidiocket no. 103}, filed January 29,
2016.

°ld. 7 12.
101d. 1 13.
Hd.

2 Attached as exhibit G to the Declaration of Elaine Basler, attached as exhibih#0Motion,docket no. 1031,
filed January 29, 2016 (showing digital timestamps for each emplagleesonic acknowledgment of the point
andclick agreements).

13 Opposition at xxxvik-xliv.

4 Court Exhibit 1 to the motion for preliminary injunction hearing (Timélidecket no. 283entered Sepieber

19, 2016. First American provided the court with the Timeline, and ipridaninary injunction hearing Northwest
admitted to the events and the chronology as presented in the Timelrtbevexception of specific departure date
for employees othrehan the Individual Bfendants.

151d.
161d.


https://ecf.utd.uscourts.gov/doc1/18313548292
https://ecf.utd.uscourts.gov/doc1/18313548299
https://ecf.utd.uscourts.gov/doc1/18313758097

American employees left First American for Northw¥s#hen the Individal Defendants left
First American for Northwest, thegnd othersallegedlytook First Americandocuments®

On April 3, 2015, First American brought suit against the defenddatsd on January
28, 2016, First American moved the court to issue a preliminary injunction atienst
defendant£? First Americarbased its preliminary injunction agaimfendant®nthe

following allegations?!

1. The Individual Defendants breachigeir employment contracts
2. All defendants tortiously interfered witfirst American’s employment
contracts?®

3. All defendants misappropriated trade secfétmnd
4. All defendants unfairly competedth First American?®

DISCUSSION

To obtain aprdiminary injunction, the movant must show thgl) it is substantially
likely to succeed on the merits; (2) it will suffer irreparable injury if the itjonds denied; (3)
its threatened injury outweighs the injury the opposing party will suffer uhdenjunction; and

(4) the injunction would not be adverse to the public inter#sBecause a showing of probable

7" Motion at 18-19.
8 Appendix A,docket no. 104, filed January 29, 2016ljscussed in greater detaifra § 3.
19 Complaint,docket no. 2filed April 3, 2015.

20 Plaintiffs’ Motion for Preliminary Injunction and Memorandum in Suppodocket no. 101filed January 28,
2016.

21 Frst American did not base the Motion on counts VI, XI, and XlI of thenglaint. At the hearing, it also
dropped count XllI as a basis for the preliminary injunction.

22 Motion at 32-38.

23|d. at 41-43.

241d. at 38-41.

251d. at 41-43.

26 Belltronics USA, Inc. v. Midwest Inventory Distribution, LI562 F.3d 1067, 1070 (10th Cir. 2009)
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irreparable harm is the single most important prerequisite for the issuanpestifranary
injunction, the moving party must first demonstrate that such injury is likely béferather
requirements for the issuance of an injunction will be consideretio’establishrreparable
injury, First American must show “a significant risk that yujl experience harm that cannot be
compensated after the fact by monetary damagfe§T|he irreparableharm factor . . . weighl[s]
against issuance of a preliminary injunction [if it] already occurredand] could be remedied
through damages?®

1. First American did not show ongoing,irreparable injury from the breached
contracts.

First American alleges that the Individual Defendants breached two sgjseeiments:
the papeagreements they signed with Equity to not compete and notsahdi the poinand
click agreements eachdividual Defendant acknowledgetectronicallywhile working for First
American.

a. First American did not show ongoing,rreparable injury flowing from
the Equity contracts.

While it appears$-irst Americans legally entitledo enforce the Individual Defeants’
Equity contracts, those contracts cannot be grounds for injunctive relief. Everfrifst
American argue$? the Individual Defendants’ contracts are valid and the non-compete and non-
solicitation provisions were properly triggered, the terms of those provision®kpaved.

Michael Smith’s norcompete and noselicitation agreements expired, at the latest, March 10,

27 Dominion Video Satellite, Inc. v. Echostar Satellite Co8p6 F.3d 1256, 1260 (10th Cir. 2004)

28 Bad Ass Coffee Co. of Hawaii, Inc. v. JH Nterprises, L,l686 F.Supp.2d 1237, 1248 (D. Utah 20@hphasis
added)

29 CDI Energy Services v. West River Pumps, B&7, F.3d 398, 403 (8th Cir. 200@mphasis added).
30 Motion at 32-37.
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201631 And further, because he left voluntarily and was not terminated, it appears he had no
non-competition obligation after leaving First Americ#though he did have a n@olicitation
obligation for one yeat® Jeff Williams’s noacompete and noselicitation agreements and

Kristi Carrell’s noncompete agreement expired, at the latest, March 11, %016.

First Americanis not entitled to prospective enforcement of the non-compete and non-
solicitation agreement®rospective relief may be availalfi¢here is an applicable provision
tolling the non-compete or naswlicitation agreement®:or if there are extraordinar
circumstances such as repeated stéyained by the wrong-doer during the pendency of an
appeal*® Substantial other reasons, such as moothassl lack of an actual case or
controversy?® also limit First American’s right to a preliminary injuiamn.

There is no tolling provision in the contractdiere are no extraordinary circumstances.
And, most importantly, @y First American customer interested in movinuginess to Northwest

based on the personnel migration has likely already don®amdéges can now be determined

31 Timeline.

32 Michael Smith Employment Agreement § 7 (“During his employmetit #guity, and for a period of one (1)

year thereafteif terminated for “Cause’(as defined in Section 10 below), Smith shall not, directly, or indirectly
either as an employee, employer, consultant, director, or in any odlh@diral or representative capacity, engage or
participate in any business that is in competition in any manner agvaiswith the business of Equity, covering an
area in all directions 100 miles from any of thdae$ of Equity.”) (emphasis added).

3B1d.98 (¢ During his employment with Equity, and for a period of one (1) year therg&ftgth, on behalf of
himself orany other person or entity, shatit hire, attempt to hire, recommend for hire, or employ, threc
indirectly, any employee of Equity. During this eyear period of time, Smith shall not encourage or induce any
employee of Equity to resign froEquity or assist any other erogkr in recruiting or liing any employee away
from Equity”) (emphasisadded).

34 Timeline.

35 Proudfoot Consulting Co. v. Gordob76 F.3d 1223, 1229 (11th Cir. 2009)
36 Kodekey Elecs., Inc.v. Mechanex Coff0 F.2d 110, 112 (10th Cir. 1974)
37 Kasco Services Corp. v. Bens@31 P.2d 86, 92 (Utah 1992)

38 Henco, Inc. v. BrowrB04 F.2d 11, 13 (7th Cir. 1990)
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with reasonable certainty at this pbin the litigation.”®® Any future customer or employee
movement will, if at all, likely be based on legitimate marketplace advanftagegh there may
be claims for damages, an injunction at this point
would, in effect, constitute an act mdtribution of vengeance that would simply
penalize [the wrongdoer] for his duplicity, a result which hardly comportstiv
general policy of limiting employee restrictions which have no purpose but to
deprive the employee of his livelihood without any reasonable possibility of
protecting the employer . . . . Cui bori?

b. First American did not show ongoingirreparable harm flowing from
the point-and-click agreements.

If thepoint-andclick agreements are enforceahl®d the individual defendarseached
them First American has not shown any ongoiinggparableharm—the harm, if any, has
“already occurred [and] could be remedied through damées.”

TheFirst AmericanConfidential Information and Inventions Agreement provides that the
employee “must safeguard and maintain the confidentiality, integrity andlirgilaf all
confidential information at all times*? And further, that the employee “will not, during or at
any time after the cessation of [the employee’s] Engagement with the Cpfoparhatever
reason, access, use, reproduce, or disclose afigeatial information.”*® Though the material
each defendarailegedlytook will be given greater attention beldtvin the context of the CIIA,
First American failed to show how the Individual Defendants’ violateme®ccurringor will

continueto occur. First Americaailed to show how it needed a remedy in additiodamages.

39 Kasco Services Corp331 P.2cht92.
40USAchem, lo. v. Goldstein512 F.2d 163, 169 (2d Cir. 1975)
41 CDI Energy Service$67 F.3d at 403

42 Confidential Informatio and Inventions Agreement (October 2011) (CIIA) ¥ 3, attached as ekhituitthe
Motion, docket no. 1032, filed January 29, 2016.

431d.
“Infra § 3.
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The Employee Handbook and the Code of Ethange several arlapping, relevant
provisions. They prohibit conflicts of interest between employees and Firstcamféand they
prohibit disclosing confidential informaticf.First American may be able to show that the
Individual Defendants violated these provisions. And it may be able to show danmagesge
from those violations. But it did not show how damages will continue to flow without a
preliminary injunction. Even if, for example, the Individual Defendants worked or pcefzare
work for Northwest while employed for First American, that ended at tregrrationsContact
with First Americancustomers and use Birst Americarforms occurred in the year before the
motion for preliminary injunction was fileddamages would effectively remedy that injury

2. First American did not show that the defendants’ tortious interferences
causing ongoing, irreparable injury.

First American alleges th#te defendants tortiously interfered not onith the contracts
between it and the Individual Defendants, but algh contractdetween it and all the
employees who left First American:

Almost all of the employees who leftrEi American for Northwest Title were
bound by the provisions in the CIIA, Code of Ethics, and Employee Handbook....
[The defendants] nonetheless engaged many of these employees in competitive
activities before their departures and allowed them to takedaonial information

from First American which they used at Northwest Title. That is tortious
interference?’

Even ifthose past events occurred, First Americannoashown how those events

continue to be a problem. By First American’s admission, gteelaployees to leave First

45 Code of Ethics and Conduct (August 21, 2012) { A, attached as exhibit 12 to the Slotioet, no. 103 3, filed
January 29, 2016; Employee Handbook (January 201226t dttached as exhildiB to the Motiondocket no.
10314, filed January 29, 2016.

46 Code of Ethics and Conduct 1 E; Employee Handbook7at 5
47 Motion at 42-43.
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American forNorthwest left March 23, 201% At this point, 18 months after the fact, a
preliminary injunctionwould serve no purpose other than punishment, which is more
appropriately inflicted by an award of damages.

3. First American did not show ongoing, irreparable injury flowing from the
defendants misappropriation of trade secrets.

First American alleges that the Individual Defenddaotk “heaps of information” before
leaving First Americart? Exhibit A to its motion listghe 233 documents the Individual
Defendants allegedly misappropriatéttst Americandivides them int®ix categoriesfocusing
on the key documents in each categ@sreful examination of these documents at the hearing
revealed that many ammt likely to be shown to be trade secrets. Those which might be trade
secrets include:

a. Financial Information:

i.  Executive Dashboaf8—"A comprehensive report identifying the financial
goals and results for every First American office in Utah, includetgiled
data m sales and revenué&’”’

e First Americardid not show thathe defendantssed,arecurrently
using, or intend to ushe Executive Dashboard.

ii. Profit and loss data for First American’s Sugar House CfficéBreaks
down revenue such as imance premiums and escrow and closing fees as
well as expenses like salaries, commissions, bonuses, and other fixed and
variable costs

e First Americandid not show thathe defendants used, are currently
using, or intend to use thikta.

48 Timeline.
49 Motion at 38.

503/2/15 K. Carrell email to kcarrell2@msn.conattaching Dashboard Daily Repoattached as exhibit 61 to the
Motion, docket no. 1031, filed January 28, 2016.
51 Motion at 24.

523/10/15 K. Carell email tokcarrell2@msn.comattaching Profit and Loss Statement for First American’s Sugar
House Office, attached as exhibit 62 to the Motawotket no. 1082, filed January 28, 2016. Eitit 62

53 Motion at 24.
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iii.  4/18/14 Draft of Internal Audit Report of First American’s Sugar House
office®*—"Evaluation of branch’s internal controls and testing of a selected
sample of the branch’s escrow processeés.”

e First American dichot show thathe defendants used, arerently
using, or intend to use thisport

iv.  Action Plan to Internal Audit Repdft

e First Americandid not show thathe defendants used, are currently
using, or intend to use thagtion plan
b. Payroll Information
Commission reports for aliscrow officers and assistamsthe Sugar House
office.>’

e First American attaches deposition testimony showing that Doug Smith
sought input for determining employee salfiom three Northwest
managers? including Kristi Carrell who allegedly took most dfie
payroll information®® First American however, never provides any
evidence indicatinghatthe defendants based its offersknowledge
gleaned from these specific documents. Nor did First American show that
that the defendants are currently usimigintend to uséhis information
for future offers.

c. Customer Lists
The lists included “customer names and business contact information; they
contained other personal information such as the customers’ cellular phone
numbers, birthdays, names of spouses, and information about how and when the
customer preferred to be contactéfl

54 4/18/14 draft of Internal Audit Report for First American’s Sugar $é¢o00ffice, attached as exhibit 63 to the
Motion, docket no. 1033, filed January 28, 2016.

55 Motion at 24.

565/1/14 draft of Internal Audit Report for First American’s Sugar $toOffice, attached as exhibit 64 to the
Motion, docket no. 1034, filed January 28, 2016.

573/2/15 K. Carrell email tokcarrel2@msn.conforwarding 1/9/15 enail chain between K. Carrell and C.
Dornbier, attached as exhibit 65 to the Motidacket no. 1035, filed January 28, 2016; 2/18/15 K. Carrefnail

to kcarrell2@msn.copforwarding E. Cole 2014 Report, attached as exhibit 66 to the Mdiiaket no. 1036,

filed January 28, 2016; 2/20/X Carrell email to kcarrell2@msn.conforwarding C. Drew 2014 Report, attached
as exhibit 67 to the Motiomlocket no. 1087, filed January 28, 2016; 2/20/15 K. Carreliail to
kcarrell2@ms.com forwarding M. Brown 2014 Report, attached as 68 to the Matiocket no. 1038, filed
January 28, 2016.

58 Doug Smith Deposition Excerpts at 156187:18, attached as exhibit 3 to thethn, docket no. 105, filed
January 29, 2016.

59 Motion at 25.

50 Motion at 27; lists found at the following exhibits: 10/10/14 K. Carretial tokcarrell2@msn.corattaching
First American customer list, attached as exhibit 74 to the Matimrket no. 10242, filed January 28, 2016; 2/6/15
K. Carrell email tokcarrell2@ma.comattaching First American customer lists, attacheexasbit 75 to the
Motion, docket no. 10223, filed January 28, 2016; 2/10/15 K. Carrelnail tokcarrell2@ms.com attaching First
American customer birthday list, attached as exhibit 76 to the Matamket no. 10244, filed January 28, 2016;
3/14/15Kcarrell2@msn.cone-mail to K. Carrell and M. Brown, attaching Homeowners Association Masgr L
attached as exhibit 77 to the Mt docket no. 1025, filed January 28, 2016; 3/10/15wail from

10
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e Though First American provides admissibhand deposition testimof¥
showing that the defendants “regularly solicit various customers and
potential customers” of First American, First American fails to show any
indication that the defendants solicit those customers using thesklists.
fact, Carrell argues that “she hasmeated the list [including email
addresses and phone numbers] she currently uses from methory.”

After enumerating the material allegedly misappropriatadi failing to affirmatively
identify irreparable hargFirst American attempts to bypass threparable harm analysis in two
ways: 1) through a narrow reading of 10th Circuit case;land 2)the presumption of
irreparable harnthat arises with trade secrets

First,in Star Fuel Marts, LLC v. Sam’s East, If¢the Tenth Circuit noted th4w]h en
the evidence shows that the defendants are engaged in, or about to be engaged in, the act or
practices prohibited by a statute which provides for injunctive relief teeptesuch violations,
irreparable harm to the plaintiffs need not be shof®he Uniform Trade Secrets Aé%the
basis of First American’s misappropriation claims, provides for injunctivef/IBut this does

not obviate First American’s burden to show that the “defendantngegyed inorabout to be

engaged ih%8 prohibited activitiesEven ifthe documents listed above are trade secrets, First

kcarrell2@ms.comto kcarrell@nwtitleutah.corattaching First American customer list, attached as exhibit 78 to
the Motion,docket no. 10216, filed January 28, 2016.

61 Answer at § 108.

62 Jeff Williams Deposition Excerpts at 40:42.:6, attached as exhibit 3 to the Moti@ucket no. 103, filed
January 29, 2016.

53 Opposition at 34.

64362 F.3d 639 (10th Cir. 2004)

551d. at 651.

86 Utah Code § 124.

67 Utah Code § 124-3.

68 Star Fuel Marts362 F.3d at 65{emphasis added).

11
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American can, at best, only show that they were at some point in the past “used” by t
defendant$?® Thereappears to be no evidence showtimatthe useds continuing o threatened

Secondly, the Utah Supreme ComrtnnoSys, Inc. v. Mercét held that establishing a
prima facie case of misappropriation of trade secrets creates “a presumptiepargble
harm.””! Again, assuming the documents listed above are trade secrets, thus trithgering
presumptionthere remain practical issues: What canv be enjoined? And to what end? As
stated above, thereno evidence that any of that material is curreb#ding used. Thus, an
injunction ordering defendants to cease using the appropriated material wouddinagtess.
And further, enjoining the parties to disgorge any material taken fromAfrerican would
have littlerealeffect: Any value thanaterialhad as trade secsas lost in thenow 18 months
since the keged misappropriatian

Under the UTSA there may be a case for damdmest would be inappropriate to grant
preliminary injunction.

4. First American did not show ongoing, irreparable injury flowing from the
defendants’ unfair competition.

Closely intertwined with its tortious interference claims, First American fughgres
that Northwest engaged in predatory hiring: “Northwest Title raided Firgrgan with the
intention of eliminating First American’s presence in key areas of the. &adtCity market . . . .

These acts of predatory hiring are textbook examples of unfair competition.”

89 SeeMelinda Conlin Deposition Excerpts at 49:89:8, attached as exhibit 3 to the Motidogket no. 1035,
filed January 29, 2016.

70364 P.3d 1013 (Utah 2015)
11d. at 1018
72 Motion at 42.
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What constitutes predatory hiring undéah Code § 13-5a-102(#ps not beealarified
by any Utah appellate coutt However any alleged predatory hiring thaduld happen has
likely already happened. As stated above, the last First American emplogaedd-irst
American forNorthwest left March 23, 2015. There is no reason to now issue an injunction

against predatory hiring.

CONCLUSION

Thoughit may havestrong claims for damages, First American failed to show ongoing,
irreparable harm. As First American summarized, the defendants’ belfaasodilued First
American’s goodill, destroyedthe value of its trade secrets, and dimiaisits market sharg’
Every alleged harmccurred in the past am&lnow more appropriately the basis fegal
remedies

This order does not recite other issues discussed at the hearing, on which pxelimina
rulings were made, because the lack of irreparable iajfuifyis timerenders a preliminary

injunction unaailable.’®

" Though Judge Faust Btevenddenager Coll. v. Eagle Gate CqlMinute Entry Decision, Case No. 040921860
(Utah ThirdDist. Ct. September 10th, 2007) decided to give “predatory Rinndne Utah statute a more expansive
interpretation than federal case law gives “predatory hiring” in tiegr8an Act, the more persuasive reading shows
that the Utah Legislature contempdtthe federal Sherman Act interpretation. Eagle Gate College’'s Supmémen
Memorandum Regarding the Meaning of “Predatory Hiring PracticesS&tvendienager Coll., v. Eagle Gate
Coll., Utah Third District Case Nd@40921860, filed August 7, 2007,astRepresentative Urquhart, the sponsor of
the bill responding to a question about the meaning of “predatang iiRepresentative Urquhart states, “Yes, this
is something courts have been struggling with this and ‘predatanghiras become a term aft that the courts
have fleshed out exactly what this means.” Since there was yet no casetleiah statute, Representative
Urquhart necessarily looked to federal law for the meaning of trezl&®ory Practices.” Thus, the better
interpretation of Predatory Hiring” for the Utah code is that it refers to those instanicesevthe hiring party hires
with the primary intention being to wound the opposing p&&eUniversal Analytics, Inc. v. MacNe&chwendler
Corp,, 914 F.2d 1256, 1259 (9th Cir. 199@)the parties want to explore this legal issue further, they shoulakebef
October 3rd, jointly propose an orde certify the question to the Utah Supreme Court.

" Timeline.
> Motion at 45 (emphasis added).
76 Dominion Video Satellite856 F.3d at 1260
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https://www.westlaw.com/Document/Id3be896489f611d9b6ea9f5a173c4523/View/FullText.html?transitionType=Default&contextData=(sc.Default)&VR=3.0&RS=da3.0&fragmentIdentifier=co_pp_sp_506_1260

ORDER
The motion for preliminary injunctiorlis DENIED.

DatedSeptember 27, 2016.

BY THE CQURT:

David Nuffer U
United States District Judge

7 Plaintiff's Motion for Preliminary Injunction and Memorandum in Suppodocket no. 10ifiled January 28,
2016.
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