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POLI TZ, Chief Judge:”

“Local Rule 47.5 provides: "The publication of opinions that
have no precedential value and nerely decide particul ar cases on



Skin Care Laboratories, Inc. (SCL), WIIliam Witner, Witner
Sales, Inc. (Wl), and North Anmerican Sales, Inc. (NAS) appeal an
adverse judgnent on verdict in this action raising state tort and
contract and federal trademark clainms. Finding neither reversible

error nor abuse of discretion, we affirm

Backgr ound

In 1988, Jeff Ilvy and Curtis Payne developed a topical
anal gesi ¢ product apparently unique in its use of gold as an
i ngredi ent. vy and Payne licensed their product to Associ ated
| ndependent Marketers |Incorporated of Anerica (AIM, a conpany of
whi ch they were principals, which marketed it under the brand nane
"Aurum" Initially, GDOM, Inc. manufactured the product for AIM
Wen GM's services proved inadequate, AIM entered into
negoti ations, subject to a confidentiality agreenent, with John
Beasley and Rita Gates of SCL. The negotiations culmnated in an
agreenent under which SCL produced Aurum for AIM Desi rous of
di stributing Aurumas an over-the-counter drug, AlM upon advi ce of
SCL, nmade slight changes inits fornmula to conply with requirenents
of the Food and Drug Adm nistration.

In October 1989, Frank Trent and Don Rhodes resigned fromthe
AlM board of directors and began their own venture distributing

gol d-based | oti ons. They purchased MaxinHealth, Inc., an AM

the basis of well-settled principles of |aw inposes needless
expense on the public and burdens on the legal profession.™
Pursuant to that Rule, the Court has determ ned that this opinion
shoul d not be publi shed.



subsidiary, acquired a sublicense fromAIMto distribute Aurum and
negotiated a trademark license with AIMto distribute Aurum under
the nane "Maxi nRelief." SCL manufactured the product for both AlM
and Maxi nHeal t h. Trent and Rhodes retained the distribution
services of WIlliam Witner and WSl for the MaxinHeal th product.

I n Decenber 1989, AIMfiled a petition under Chapter 11 of the
bankruptcy code. The bankruptcy court approved a sale of
substantially all of AIMs assets to AU Pharnmaceuticals, Inc.
(AUP), another conpany operated by I|vy and Payne. During the
pendency of the bankruptcy proceedings, MaxinHealth unilaterally
termnated its licensing agreenment with AIM but continued to
mar ket the product. Sonetine before this term nation, and w t hout
informng AIM or AUP, SCL devel oped a new gol d-based anal gesic
product, called R&-85.! SCL licensed R&-85 to Maxi nHeal th, who
distributed it through Whitner and W5lI, continuing to use the
“Maxi nRel i ef" name.

I n Novenber 1990, AIMinitiated an adversary proceeding in the
bankruptcy court against Trent, Rhodes, and MaxinHealth. AUP
i nt er vened. Amendnents to the initial conplaint stated clains
agai nst SCL, Wiitner, W5l, and NAS. AIM and AUP sought recovery
for msappropriation of trade secrets and conspiracy to
m sappropriate trade secrets by all def endants; trademark
infringenment and unfair conpetition by all defendants except NAS;

breach of the confidentiality agreenent by SCL; breach of fiduciary

. SCL |ater attenpted to |license R&-85 for marketing.



duty by Trent, Rhodes, Maxi nHeal th, and SCL; busi ness di spar agenent
by Whitner and WSBlI; and tortious interference with prospective
contractual relations by WSI. AlM and AUP obtained prelimnary
i njunctions from the bankruptcy court in March, July, and August
enjoining production, sale, or mrketing of any gold-based
anal gesic lotion by all defendants and their agents.?

Whitner, WS, and NAS renoved the litigation to district
court. Shortly before trial, AIM and AUP settled with Trent,
Rhodes, and Maxi nHealth. After a six-day trial, the district court
granted judgnent as a matter of |aw under Fed.R Cv.P. 50(a)
against SCL as to liability on all clainms and agai nst Whitner and
W5l as to liability for trademark infringenent.® The jury found
Whitner, WSI, and NAS |iable for trade secret m sappropriation and
awar ded $1, 000 conpensatory and $1,000 punitive danmages agai nst
each. The jury al so awarded $27, 000 in conpensatory and $300, 000
i n punitive damages agai nst SCL, and $182, 000 i n counsel fees. The
trial court reduced the punitive damage award against SCL to

$100, 000 and the attorneys' fee award to $141, 818.50, and granted

2 Just before issuance of the June injunction, Ivy and
Payne obtained a patent on their Aurum product. Later, Witner
retai ned an Okl ahoma conpany to manufacture a gol d-based |otion
called "24K" resenbling Aurum and MaxinRelief, and sought to
distribute it through NAS, another conpany whi ch he operated.

3 The court granted judgnent as a matter of |aw for Witner
and WGl on plaintiffs' unfair conpetition, business disparagenent,
and tortious interference with prospective contractual relations
cl ai ns.



injunctive relief.* After a false start with a premature appea

all defendants tinely appeal ed.

Anal ysi s

On appeal, all defendants challenge the directed verdicts and
denial of their posttrial notions. In addition, all defendants
challenge the jury instructions and verdict form and award of
attorneys' fees.®> District courts may withdraw i ssues from the
jury only "if the facts and inferences point so strongly and
overwhelmngly in favor of one party that the Court believes that
reasonabl e [persons] could not arrive at a contrary verdict."® W
review district court rulings on such notions de novo.

1. Trade Secret d ai ns

4 The district court enjoined SCL from manufacturing,
selling, marketing, or distributing any product identical or
deceptively simlar to MaxinRelief, including the R&-85 product.
It enjoined Wiitner, WSI, and NAS from manufacturing, marketing,
selling, or distributing any product identical or deceptively
simlar to Aurum including its "24K" product. The court set a
two-year duration for both injunctions.

5 In addition, AIM and AUP chal |l enge the subject matter
jurisdiction of this court, maintaining that the defendants'
motions for clarification of the judgnent, because they did not
seek relief within the scope of Fed.R Cv.P. 59(e), did not del ay
the time for filing of a notice of appeal under Fed.R App.P. 4(a)
(4). The rejection by a prior panel of that contention is nowthe
law of this case and, in the absence of an unusual circunstance
warranting reconsideration, we decline to revisit the issue.
Petrol eos Mexicanos v. Crawford enters., Inc., 826 F.2d 392 (5th
Cr. 1987).

6 E.q., dick v. Copeland, 970 F.2d 106 (
(quoting Boeing Co. v. Shipman, 411 F.2d 365, 374 (
(en banc)).
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Recovery for trade secret m sappropriation requires existence
of a trade secret; disclosure or use in breach of a confidenti al
relationship or, after discovery, through inproper neans; and

damages.’ Texas law has long followed the Restatenent of Torts,

according such protection to "any fornula, pattern, device or
conpilation of information which is used in one's business, and
which gives him an opportunity to obtain an advantage over
conpetitors who do not know or use it."8 Trade secret protection,
however, applies only to information not publicly available or
readi |y ascertai nable,® and as to which its owner nmakes substanti al
efforts to maintain confidentiality.1

The defendants first claim without citing authority, that AIM
and AUP, as nonexclusive |icensees rather than owners, |acked
standing to assert trade secret clains with regard to the Aurum
formula. Rather, they argue that only Payne and Ivy, as owners of

the trade secret and as AIMs licensors, could properly assert

! Taco Cabana Int'l, Inc. v. Two Pesos, Inc., 932 F.2d 1113
(5th CGr. 1991), aff'd, 112 S.C. 964 (1992); Hyde Corp. V.
Huffines, 314 S.W2d 763, 769 (Tex. 1958); Atlantic Richfield Co.
v. Msty Prods., Inc., 820 S.W2d 414 (Tex.App. 1991).

8 Hyde Corp., 314 S.W2d at 776 (quoting Restatenent of
Torts § 757 cnt. b).

o E.qg., Spicer v. Tacito & Assocs., Inc., 783 S.wW2d 220
(Tex. App. 1989).

10 Taco Cabana, 932 F.2d at 1123 (citing Furr's, Inc. v.
Uni ted Specialty Advertising Co., 385 S. W2d 456, 459 (Tex. G v. App.
1964), cert. denied, 382 U S. 824 (1965)).




t hese cl ains. In view of the fact that Payne and Ilvy, as
principals, controlled both AIM and AUP, we find this argunent
unper suasi ve.

Def endants next claim that the Aurum fornula could not
constitute a trade secret because of general industry know edge
concerning the ingredients and processes wused to produce
anal gesi cs. They also argue that public disclosure of Aurums
ingredients in order of concentration -- required by the FDA --
deprives even the product's precise formulation of trade secret
status. W disagree. The precise fornulation of a product, even
wher e that product uses conmmonl y-known ingredients, may qualify as
a trade secret.! Likew se, the disclosure of ingredients in their
order of concentration, as required by the FDA did not prejudice
the formula's status as a trade secret.!?

The defendants assert that AIM and AUP failed to adduce
evidence sufficient to neet all elenments of trade secret

m sappropriation, and that the district court therefore erred in

1 See Integrated Cash Managenent Servs., Inc. v. Digital
Transactions, Inc., 920 F.2d 171 (2d Cr. 1990) (unique and
advant ageous conbi nati on of conponents otherwi se in public domain
may constitute trade secret); cf. 70 Tex.Jur.3d Trademarks 8§ 36, at
486 (1989) (trade secret need not be novel, and "nechani cal
i nprovenent which any good nechanic could make" wll qualify
(citing K& GQIl Tool & Serv. Co. v. G & G Fishing Tool Serv., 314
S.W2d 782 (Tex. 1958)).

12 See Taco Cabana (filing of confidential building plans
with rmunicipal authorities did not elimnate status of plans as
trade secret); cf. Ventura Mg. Co. v. Locke, 454 S W2d 431
(Tex. G v. App. 1970) (fact that analysis of conpleted product nmay
reveal process used to produce it does not vitiate status of
process as trade secret).



denying their notions for judgnent as a matter of |aw on that
claim Witner, WSl, and NAS argue an absence of evidence that
t hey had access to the Aurumformul a.®® SCL suggests an absence of
evidence that it used the Aurum fornmula to produce R&-85. The
record, however, supports neither contention. At trial, AM and
AUP adduced testinony that the simlarity between the R&-85 and
Aurum forrmulae indicates an exceedingly |ow probability of
i ndependent devel opnment. The plaintiffs further put on evidence
that the 24K fornula bore a simlar |Iikeness to the Aurum formnul a.
Such evidence gives rise to an i nference that Wi tner had access to
the Aurum forrmula, and that SCL utilized that forrmula to devel op
RQ&2- 85. The defendants identify no contrary evidence in the
record, other than bald denials by SCL enployees regarding
m sappropri ation. The district court properly denied these
not i ons.

Finally, citing no authority, the defendants allege |ack of
clarity in the district court's injunction and claimthat because
SCL entered into a nondi scl osure agreenent with AIM that agreenent

rather than the | aw of trade secret m sappropriation governs their

13 Wi tner, WSlI, and NAS suggest that the only evidence of
their access to trade secrets lay in inproper conmment by
plaintiffs' counsel concerning Wiitner's failure to testify. They
suggest that such argunent itself warrants reversal here. e
cannot agree. Assuming that Wiitner, WS, and NAS tinely raised
this issue and assumng further the comment's inpropriety --

nei ther of which we decide -- the comment did not, in view of the
entire record, prejudice any substantial right of the defendants
and thus provides no basis for reversal. Daniel v. Ergon, Inc.,

892 F.2d 403 (5th Cr. 1990).



obligations to AIM These assertions lack nerit.?

2. Breach of Fiduciary Duty

SCL further assigns as error the verdict directed against it
for breach of fiduciary duty, arguing that its relationship with
AlM was not of a duration sufficient to give rise to such a duty.
W di sagree. Texas |aw recogni zes the existence of fiduciary duty
"where a special confidence is reposed in another who in equity and
good conscience is bound to act in good faith and with due regard
to the interests of the one reposing confidence."! Fiduciary duty
flows fromthe rel ationship between the parties, rather than from
the terns of any contract between them1® Certain forma
relati onshi ps, such as that between attorney and client, entai
fiduciary duty as a matter of law. ¥ By contrast, the el enent of
confidence and trust inherent in every arns-length business

arrangenent does not.18 Between these poles, no clear rule

14 See Hyde Corp. (breach of confidentiality agreenent nay
give rise to liability for trade secret m sappropriation); Ml ex,
Inc. v. Nolan, 759 F.2d 474 (5th Cr. 1985) (trial court need only
frame injunction so that those enjoined will know what conduct is
prohi bited).

15 Texas Bank & Trust Co. v. Moore, 595 S. W2d 502, 507
(Tex. 1980) (citation omtted); see also Crim Truck & Tractor Co.
v. Navistar Int'l Transp. Corp., 823 S.W2d 591, 594 (Tex. 1992).

16 Canbridge O 1 Co. v. Huggins, 765 S.W2d 540 (Tex. Ct. App.
1989) (citing Manges v. Querra, 673 S.W2d 180 (Tex. 1984)).

17 Crim Truck; Texas Bank & Trust Co.

18 Crim Truck, 823 S.W2d at 594-95.



ener ges. 1° However, Texas courts have |long recognized that
entrustnent of trade secrets gives rise to a fiduciary
relationship.?° SCL's contrary argunent |acks nerit.?2

3. Br each of Nondi scl osure Agr eenent

SCL chall enges the verdict directed against it for breach of
t he nondi scl osure agreenent, contending that AIMs marketing of
Aurumpublicly discl osed the concept of gol d-based | otions prior to
the effective date of the agreenent. Simlarly, it clains that the
| at er-obtai ned patent publicly disclosed the Aurum formula. SCL
thus clainms that any use it nmade of AIMs information fell within

exceptions <created by section 2.02 to the <confidentiality

19 Texas Bank & Trust Co., 595 S.W2d at 508.

20 E.g., Schalk v. State, 823 S.W2d 633 (Tex.Crim App
1991) (enployer's disclosure of trade secrets to enpl oyee pursuant
to nondi scl osure agreenent created fiduciary duty in enployee);
Hyde, 314 S.W2d at 769 (licensor's disclosure of trade secret to
licensee created confidential relationship as matter of |aw);
American Precision Vibrator Co. v. National Air Vibrator Co., 764
S.W2d 274 (Tex.C.App. 1988) (enployee's disclosure of trade
secret violated fiduciary duty); Elcor Chem Corp. v. Agri-Sul
Inc., 494 S.W2d 204, 211-12 (Tex.C v.App. 1973) (quoting E.I.
DuPont de Nenours Powder Co. v. Masland, 244 U.S. 100 (1917)).

21 SCL cites O Shea v. Coronado Transm ssion Co., 656 S.W 2d

557 (Tex.Ct.App. 1983), and Thomson v. Norton, 604 S . W2d 473
(Tex. G v. App. 1980), for the proposition that only | ongstanding
informal relationships may entail fiduciary duties. W find this
readi ng unpersuasi ve. Business rel ationships, such as O Shea and
Thonmson involved, entail only that ordinary degree of trust and
confidence which under Texas law will not alone give rise to
fiduciary duty. Trade secret entrustnent, however, clearly
i nvol ves nore. Thus, we view O Shea and Thonson as applications --
not controlling in this case -- of the nore general rule that
rel ati onshi ps i nvolve fiduciary duty only where entrustnent by one
party gives rise to a justifiable expectation that the other wll
act in his interest.

10



obligation. ??
SCL' s suggestion that exposure to the public of the gol d-based

| oti on concept excused their confidentiality obligation m sses the

mar K: clearly, the parties intended protection of the Aurum
formula, rather than the broader concept. Further, although
patenting the Aurum fornmula may well have constituted public

di scl osure under section 2.02(c) of the agreenent, SCL violated its
confidentiality obligation nonths before issuance of the patent.
The plain | anguage of section 2.02(c) -- permtting an exception
for information "which hereafter becones generally known to the
public through no fault of [SCL]" -- indicates nointent to relieve
SCL of liability for wviolations occurring before public
di scl osure.?® This argunent founders.

4. Trademar k | nfri ngenent

SCL, VWhitner, and WBl claimerror in the verdicts directed

against them for trademark infringenent.? |In support of this

22 Section 2.02, in relevant part, provides "[SCL]'s
obligation to mintain the confidentiality of AIM Anerica's
Confidential Information shall not apply to information (a) which
was known to [SCL], as evidenced by witten records, prior to
[ SCL]'s recei pt of the disclosure; or (b) which was general ly known
to the public at the tine of [SCL]'s recei pt of the disclosure; or
(c) which hereafter becones generally known to the public through
no fault of [SCL]."

23 See Reilly v. Rangers Managenent, Inc., 727 S.W2d 527
(Tex. 1987) (construing court should give contract |anguage its
pl an grammati cal neaning unless it definitely appears that doing so
woul d defeat parties' intention).

24 NAS al so purports to raise this chall enge. However, the
district court did not direct a verdict against NAS on the
trademark i nfringenent claim

11



argunent, however, they fail to invite our attention to rel evant
authority or portions of the record. As such, their argunent fails
to denonstrate error in the district court's ruling.

5. Jury lnstructions

SCL, Witner, W, and NAS claim unfairness in the
instructions and verdict form \Vitner, WS, and NAS cl ai mthat
the instructions inproperly failed torequire their access to trade
secrets as a prerequisite to liability for trade secret
m sappropri ation. Al defendants claim that the trial court
provided a confusing jury charge and verdict form inproperly
suggesting punitive damage liability and failing clearly to
delineate the issues for determ nation. Al'l defendants further
chal l enge the correctness of the jury instructions concerning
punitive damage awards. District courts enjoy broad discretion in
formulating jury instructions provided the instructions are
fundanentally accurate and not m sl eadi ng. ?° Techni cal
i nperfections injury instructions provide no basis for reversal as
long as they are correct when viewed as a whol e. Revi ew of the
jury instructions in this case convinces that they clearly neet
this standard. Appellants' contrary contentions |lack nerit.

6. Att orneys' Fees

Finally, all defendants challenge the award of attorneys'

f ees. The court a quo awarded attorneys' fees under two

25 Harrison v. Qis Elevator, Inc., 935 F.2d 714 (5th Gr
1991).

12



exceptions to the American Rule: section 35(a) of the LanhamAct, 25
and its inherent authority to award fees in view of bad faith
conduct.?” We review such awards only for abuse of discretion,?8
testing underlying fact findings against a clearly erroneous
standard.?® Wthout citing authority or inviting our attention to
relevant portions of the record, the defendants argue that they
neither engaged in willful trademark infringenment nor acted in bad
faith. The defendants have failed to denonstrate error in the
district court's award of attorneys' fees.

The judgnent of the district court is AFFI RVED.

26 That statute provides "The court in exceptional cases may
award reasonabl e attorney fees to the prevailing party." 15 U S.C
8§ 1117(a).

27 NASCO, Inc. v. Calcasieu Television & Radio, Inc., 894
F.2d 696 (5th Gr. 1990), aff'd, 111 S.Ct. 2123 (1991).

28 Taco Cabana (under 15 U.S.C. § 1117(a)); Schwarz v.
Fol | oder, 767 F.2d 125 (5th G r. 1985) (award under "bad faith"
exception to Anerican Rule).

29 CJC Holdings, Inc. v. Wight & Lato, Inc., 979 F.2d 60
(5th Gr. 1992)1; Fed.R Cv.P.52(a).
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