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he year 2013 was riddled with ups and
downs, from the announcement of a new
pope and the initial public offering of Twitter on the New York Stock Exchange to the U.S.
federal government shutdown and the loss of
more than 5,000 lives wrought by Typhoon
Haiyan. We watched Andy Murray become the
first British man to win Wimbledon in 77 years
and the developing story of the Boston Marathon
bombing and ensuing chase of the Tsarnaev
brothers. We mourned the death of South African
activist and former president Nelson Mandela
and welcomed the birth of a royal baby.

In Texas, the Michael Morton Act was signed into law and a filibuster made national headlines. The Texas
Bar Journal Board of Editors has assembled a series of articles that address a sampling of the significant
legal developments that took place during the past year. The articles and topics featured are not exhaustive, and the opinions reflect only the views of the authors. For information about changes enacted by the
83rd Texas Legislature, see the September 2013 issue of the Texas Bar Journal at texasbar.com/tbj.
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ACCESS TO JUSTICE
By Harry M. Reasoner

This past year, the Legal
Services Corporation, which
provides representation for tens
of thousands of the poor who
cannot afford lawyers, was
forced to make severe layoffs
because of continuing cuts in
federal funding. This affected Texas, where four out of
five people seeking pro bono representation already are
turned away.
But there was much to encourage us and make us proud.
The State Bar of Texas has been a national leader in its
pro bono programs, and its Texas Lawyers for Texas Veterans initiative is a national paradigm for legal aid to our
returning veterans—a group with members who face
many legal challenges and are often at high risk for suicide.
Each year, in partnership with the Texas Access to
Justice Commission, the State Bar underwrites the Texas
Access to Justice Foundation Gala to raise funds for legal
representation of veterans. This effort has generated more
than $1.4 million in the past four years. Additionally, the
Texas Student Loan Repayment Assistance Program, which
is funded by the State Bar, has made it possible for many
graduating students to work in legal aid arenas. To date,
many of the State Bar sections have contributed toward a
total of more than $275,000 in support of Access to Justice.
The Legislature continued to provide $17.6 million to
mitigate the loss of Interest on Lawyers Trust Accounts
funding (because of rock-bottom interest rates) and cutbacks
in federal funding. The Texas Access to Justice Foundation’s
Prime Partner Banks program enlisted dozens of banks to
agree to pay interest above-market on IOLTA accounts,
resulting in millions of additional dollars for pro bono
funding.
Major efforts were made to increase pro bono contributions in connection with payment of State Bar dues. In
2013, total contributions, made by some 7,000 lawyers,
hit more than $1 million. Sixteen law firms were recognized as Champions of Justice, based on either the percentage of lawyers in their firm participating or the total
amount contributed. A Champions of Justice Society was
formed to recognize those who contributed more than the
suggested $150. More than 260 lawyers became inaugural
members, giving a total of more than $100,000.
Because of the lack of resources, the Texas Access to
Justice Commission continued efforts to facilitate selfrepresentation by those unable to obtain an attorney.
More than 3,000 copies of self-help divorce forms promulgated by the Supreme Court of Texas have been down42
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loaded from TexasLawHelp.org. The commission has submitted a proposed revision of Texas Rule of Civil Procedure 145, which governs affidavits of indigency. The
suggested clarifications would give greater guidance on
indigency qualifications and when court costs must be
waived, eliminating the variations and confusion that
occur under the present rule.
In sum, while much has been done, much remains to
be done if our society is to achieve its aspiration of “justice
for all.”

HARRY M. REASONER
is chair of the Texas Access to Justice Commission and a partner at
Vinson & Elkins in Houston. His practice includes appellate law and
complex commercial litigation.

ANTITRUST AND
BUSINESS LITIGATION
By Emily Westridge Black

In 2013, the Supreme Court of the United States
issued opinions in three antitrust cases, two of which
should have significant ramifications in other areas of
law, including contract and class actions.

FTC v. Actavis : Certain Pharmaceutical Patent
Settlements Subject to Rule of Reason
In FTC v. Actavis,1 the Supreme Court held that
pharmaceutical patent settlements involving a cash payment from a branded drug company to a generic drug
company are subject to antitrust scrutiny under the rule
of reason. This case involved a settlement agreement
between Solvay Pharmaceuticals, the maker of a patented
testosterone gel called AndroGel, and several pharmaceutical companies that had challenged the validity of
the AndroGel patent and sought approval to market a
generic version of the drug before the patent expired.
Solvay sued for patent infringement and, after three years
of litigation, settled the case by agreeing to (1) pay the
generic drug companies to market AndroGel and provide
backup supplies of the drug (a so-called reverse payment)
and (2) allow the sale of the generics several years before
the patent expires.
The Federal Trade Commission challenged the settlement, alleging that the marketing and backup supply
agreements were pretexts that allowed Solvay to make
www.texasbar.com

cash payments to its competitors in violation of the
antitrust laws. The FTC argued that the Supreme Court
should apply the “quick look” test adopted by the 3rd
Circuit in In re K-Dur,2 under which reverse payments
are presumed to be anticompetitive unless proven otherwise. The drug companies argued that the appropriate
standard was the more lenient “scope of the patent” test
adopted by the Federal, 2nd, and 11th circuits, which
permits reverse payment settlements so long as they do
not expand the exclusionary scope of the challenged
patent.3
The Supreme Court, however, rejected both tests and
held that reverse payment settlements are subject to the
traditional rule of reason analysis. Although rule of reason analysis typically requires a fact-intensive inquiry,
the court explained that it normally would not be “necessary to litigate patent validity to answer the antitrust
question” because a large, unexplained reverse payment
could “provide a workable surrogate for a patent’s weakness” by “suggest[ing] that the payment’s objective is to
maintain supracompetitive prices … rather than face
what might have been a competitive market.” The court
did not address whether noncash settlements also are
subject to rule of reason analysis. In a recent amicus brief
in In re Effexor XR Antitrust Litigation (D.N.J.), the FTC
argued that they are, but for now, the issue remains
unsettled.

American Express v. Italian Colors Restaurant :
Arbitration Agreements Must be ‘Rigorously Enforced’
In American Express v. Italian Colors Restaurant,4 the
Supreme Court once again upheld the enforceability of
contractual arbitration clauses. The respondents in this
case (merchants who accepted American Express cards)
brought a class action alleging that American Express
violated Section 1 of the Sherman Act by using its
monopoly power to “force merchants to accept credit
cards at rates approximately 30% higher than the fees for
competing cards.” American Express moved to compel
individual arbitrations pursuant its form merchant contract, which contained a mandatory arbitration clause
and a class action waiver provision. The district court
granted the motion to compel, but the 2nd Circuit
reversed, holding that the class action waiver was unenforceable because “the cost of plaintiffs’ individually arbitrating their dispute [] would be prohibitive, effectively
depriving plaintiffs of the statutory protections of the
antitrust laws.”5
The Supreme Court reversed and held that the arbitration agreement was enforceable, even if the cost of
prosecuting the antitrust claims exceeded the potential
recovery. It found that “the antitrust laws do not guaranwww.texasbar.com/tbj

tee an affordable procedural path to the vindication of
every claim” and noted that it already had “specifically
rejected the argument that class arbitration was necessary
to prosecute claims ‘that might otherwise slip through the
legal system’” in AT&T Mobility LLC v. Concepcion.6 Ultimately, the Supreme Court reiterated that courts must “rigorously enforce” arbitration provisions unless they have
been “overridden by a contrary congressional command.”

Comcast Corp. v. Behrend : Individual Damages Issues
May Prevent Class Certification
The Supreme Court issued another defense-friendly
opinion in an antitrust class action in Comcast Corp. v.
Behrend.7 The respondents in this case brought a putative
class action alleging that Comcast violated the antitrust
laws by attempting to monopolize the cable market in
Philadelphia. They offered four theories of antitrust
impact. The district court certified the class on one theory
but rejected the other three. It found that common issues
predominated because, inter alia, damages could be
proven on a class-wide basis. The 3rd Circuit affirmed.
Comcast appealed, arguing that the respondents’
damages model incorporated damages attributable to the
rejected theories of antitrust impact and did not provide
a way to establish class-wide damages based solely on the
remaining antitrust theory. The Supreme Court agreed
and held that the class could not be certified. It admonished courts to apply the “rigorous analysis,” described in
Wal-Mart Stores, Inc. v. Dukes,8 to each element of a
claim.
These three Supreme Court cases—along with the
Department of Justice’s successful prosecution of Apple
for antitrust violations in connection with the pricing
and sale of e-books and its high-profile settlement of the
American Airlines/US Airways merger litigation—
should give practitioners plenty to ponder in 2014.
Notes
1. 133 S. Ct. 2223 (2013).
2. 686 F.3d 197 (3d Cir. 2012).
3. In re Ciprofloxacin Hydrochloride Antitrust Litig., 544 F.3d 1323 (Fed. Cir.
2008); In re Tamoxifen Citrate Antitrust Litig., 466 F.3d 187 (2d Cir.
2006); FTC v. Watson Pharm., Inc., 677 F.3d 1298 (11th Cir. 2012).
4. 133 S. Ct. 2304 (2013).
5. In re Am. Express Merchants’ Litig., 667 F.3d 204, 217 (2d Cir. 2012).
6. 131 S. Ct. 1740 (2011).
7. 133 S. Ct. 24 (2013).
8. 131 S. Ct. 2541 (2011).

EMILY WESTRIDGE BLACK
is an attorney in the Austin office of Haynes and Boone. She specializes in white-collar criminal defense, antitrust litigation, and the
prosecution and defense of complex commercial litigation matters.
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APPELLATE LAW
By Warren W. Harris and J. Mark Little

The Texas Supreme Court addressed a number of interesting and important appellate issues during the 2012-2013
term.
The court broke new ground regarding the review of
grants of motions for new trial with In re Toyota Motor
Sales, U.S.A., Inc., 407 S.W.3d 746 (Tex. 2013) (orig.
proceeding), by allowing appellate courts to conduct
merit reviews of the bases for trial courts’ new trial orders.
This was a wrongful death case in which the trial court
initially rendered a take-nothing judgment on the verdict.1 The trial court later reversed course and granted a
new trial “in the interest of justice” and as a sanction
against the defendant because its attorney mentioned
certain excluded testimony in violation of the court’s
orders in limine and evidentiary rulings.2
The issue before the Supreme Court was whether “an
appellate court may evaluate the merits of a new trial
order that states a clear, legally appropriate, and reasonably specific reason for granting a new trial.”3 The court
answered that question with a resounding yes, reasoning
that this was a necessary step to give teeth to the requirements that the trial court must state specific and valid
reasons for granting a new trial.4 To do otherwise would
mean that those “requirements would be mere formalities, lacking any substantive ‘checks’ by appellate courts
to ensure that the discretion to grant new trials has been
exercised appropriately.”5 The court held that the trial
court’s stated reasons for granting a new trial in Toyota
Motor Sales were insufficient because the plaintiffs actually
had introduced the same objectionable testimony into
evidence.6 The court thus conditionally granted mandamus relief.
The Supreme Court tackled a postjudgment interest
question that only an appellate attorney could love in
Phillips v. Bramlett, 407 S.W.3d 229 (Tex. 2013): when an
appellate court remands a trial court judgment for further
proceedings, “whether postjudgment interest should be
calculated from the date of the trial court’s first judgment . . .
or the date of the judgment that the trial court entered
following [] remand.”8 In answering this question, the
court focused on the statutory mandate that postjudgment interest begins to accrue “on the date the judgment
is rendered.”9 The court held that “when an appellate
court remands a case to the trial court for entry of judgment consistent with the appellate court’s opinion, and
the trial court is not required to admit new or additional
evidence to enter that judgment . . . the date the trial
court entered the original judgment is the ‘date the judgment is rendered,’ and postjudgment interest begins to
44
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accrue and is calculated as of that date.”10
The rationale for this rule is that the judgment on
remand is merely the judgment that “the trial court
should have entered” at the time of the original judgment.11 The court explicitly left unanswered the question
of whether “postjudgment interest always accrues from
the date of the original judgment when an appellate court
remands a case to the trial court . . . even when the trial
court is required to admit additional evidence on
remand.”12 Another case with postjudgment interest issues
was recently argued, Long v. Castle Texas Production Limited Partnership, No. 11-0161.
The Supreme Court reaffirmed its holdings on the
legal-sufficiency rules regarding expert testimony in Elizondo v. Krist, No. 11-0438, 2013 WL 4608558 (Tex.
Aug. 30, 2013). Elizondo was a legal malpractice case in
which the plaintiffs sued their former attorneys over an
inadequate settlement.13 The question for the court was
whether the plaintiffs had raised a genuine issue of material fact on damages.14 Because the key piece of damages
evidence was an attorney-expert’s affidavit, the court
focused on whether the affidavit met the requirements of
sufficient expert testimony, ultimately holding that it did
not.15 After reviewing its prior precedents, the court
explained that “an attorney-expert, however well qualified, cannot defeat summary judgment if there are fatal
gaps in his analysis that leave the court to take his word
that the settlement was inadequate.”16 Yet the court
found that the expert in Elizondo did just that, because he
failed either to evaluate “what the Elizondo case would
have yielded by way of a judgment if the case had gone to
trial” or “to compare the Elizondo settlement with other
actual settlements obtained in the [] litigation.”17 These
omissions resulted in “[a] fatal analytical gap [that]
divide[d] the [expert’s] recitation of the facts of the Elizondo case and [his] declaration of its settlement value.”18
The court was “simply left to take his word that the settlement [] was inadequate,” which it refused to do under
its well-settled rules of expert testimony.19
Notes
1.
2.
3.
4.

Id. at 749, 754.
Id. at 754-55.
Id. at 757.
Id. at 757-58; see also In re United Scaffolding, Inc., 377 S.W.3d 685, 688
(Tex. 2012) (orig. proceeding); In re Columbia Med. Ctr. of Las Colinas,
Subsidiary, L.P., 290 S.W.3d 204, 213 (Tex. 2009) (orig. proceeding).
5. 407 S.W.3d at 758.
6. Id. at 759-62.
7. Id. at 762.
8. Id. at 231.
9. Id. at 239 (quoting Tex. Fin. Code. § 304.001).
10. Id. at 239.
11. Id. at 240-41.
12. Id. at 242.
13. Id. at *1.
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14. Id. at *1-2.
15. Id. at *2-6.
16. Id. at *4.
17. Id. at *5.
18. Id.
19. Id.

WARREN W. HARRIS
is a partner in Bracewell & Giuliani in Houston, where he heads the
firm’s appellate group. Harris is past president of the Texas Supreme
Court Historical Society, as well as a past chair of the Texas Bar Journal Board of Editors and the State Bar Appellate Section.

J. MARK LITTLE
is an associate in the appellate group at Bracewell & Giuliani in Houston. He previously served as a law clerk for Judge J. Harvie Wilkinson
III of the U.S. Court of Appeals for the 4th Circuit.

BANKRUPTCY LAW
By Mark E. Andrews and Aaron M. Kaufman

The extent of bankruptcy
courts’ constitutional authority
remains an open issue that continues to be tested and clarified. This year, the U.S. Court
of Appeals for the 5th Circuit
held that, even following the
U.S. Supreme Court’s ruling in
Stern v. Marshall,1 legal malpractice counterclaims asserted
by a debtor against his lawyers may (and should) be adjudicated in the bankruptcy court, because these assertions
“cannot stand alone from the determination of quality
the bankruptcy court made in awarding fees.”2 But,
adopting the reasoning of the 6th Circuit, the 5th Circuit
held that the bankruptcy court lacks constitutional
authority to adjudicate “non-core” state law claims
brought by a debtor, even with the parties’ consent to
trial in the bankruptcy court.3 In January 2014, the
Supreme Court will consider the effect of “consent” on
the bankruptcy courts’ constitutional authority.4
The only U.S. Supreme Court decision to address
bankruptcy issues this year was Bullock v. BankChampaign,5 where the court defined “defalcation” in the context of dischargeability of debts.6 In Bullock, the court
applied the canon of noscitur a sociis (“it is known from its
associates”) and held that the neighboring words of the
statute (fraud, embezzlement, and larceny) implied a
criminal-like degree of culpability and thus required a
www.texasbar.com/tbj

heightened level of culpability—not merely mistake,
negligence, or objective recklessness.7 Meanwhile, the
5th Circuit held that Section 523(a)(15) of the Bankruptcy Code “leaves it to the state court to decide
whether a property right is properly addressed in divorce
proceedings, or as a separate contractual claim” as a basis
to declare a debt non-dischargeable.8
In the Chapter 11 context, the 5th Circuit affirmed a
decision applying the Till prime-plus formula (ordinarily
applicable in smaller-dollar Chapter 13 cases) to a higherdollar commercial reorganization,9 potentially removing
some uncertainty and expense associated with Chapter
11 confirmation disputes. The 5th Circuit also rejected
the concept of “artificial impairment” as a basis to deny
confirmation, distinguishing from the concept of “gerrymandering,” which remains prohibited.10 In S. White
Transportation, the 5th Circuit held that, despite giving a
secured creditor adequate notice, a debtor’s plan failed to
extinguish a creditor’s lien because that creditor did not
actively participate in the bankruptcy case.11 And,
addressing post-confirmation standing, the 5th Circuit
held that a liquidating trustee had standing to sue in one
case12 and that former insiders of the debtor lacked standing in another.13 Finally, in In re Lively,14 the 5th Circuit
clarified that individual Chapter 11 debtors cannot keep
their pre-petition property without their creditors’ consent unless their plans pay non-consenting creditors in
full.
The last decision of note is not a bankruptcy decision,
per se, but warrants discussion because of its relevance to
assignments of mortgages under Texas law, an issue that is
frequently litigated before, during, and after all kinds of
bankruptcy cases. In the wake of the recent subprime
mortgage crisis, there has been a flurry of wrongful foreclosure claims. While many theories exist for the cause of
the crisis and the reasons for the increased claims of
wrongful foreclosure, one common thread in those lawsuits is the use of the Mortgage Electronic Registration
System—an electronic “book entry system” that allows
mortgages to be assigned and recorded quickly in compliance with state law and filing requirements.15
The two most common theories asserted in the recent
trend of wrongful foreclosure claims are the “show-methe-note” theory—in which the borrowers argue that
foreclosures are invalid unless the foreclosing party presents the “wet ink” original signature on the note (a technical “gotcha” of sorts, since very few servicers are able to
locate the “wet ink” original note)—and the “split-thenote” theory—in which the borrowers argue that the use
of MERS “splits” the note from the deed of trust, rendering both null and preventing any mortgagee or loan servicer from holding an enforceable right to foreclose.
Vol. 77, No. 1 • Texas Bar Journal 45

In 2013, the 5th Circuit held that neither theory had
support under Texas law.16 First, the Texas Supreme Court
held that Texas law does not require the foreclosing party
to show an original, “wet ink” note. Instead, the Court of
Appeals held that, “[i]n Texas, existence of a note may be
established by a photocopy of the promissory note,
attached to an affidavit in which the affiant swears that
the photocopy is a true and correct copy of the original
note.”17 Second, the Court of Appeals concluded that the
Texas Property Code expressly contemplates the use of a
“book entry system,” such as MERS, to allow home mortgages to be “split” from their underlying notes without
nullifying the note-holder’s or the servicer’s rights under
the note or mortgage.18 Because the deed of trust in that
case expressly included the power to foreclose and was
properly assigned and recorded under applicable state law,
the Court of Appeals held that the “split-the-note” theory
did not apply.19
Notes
1. --- U.S. ---, 131 S. Ct. 2594, 180 L. Ed. 2d 475 (2011). In Stern, a creditor filed a proof of claim for defamation against Vickie Lynn Marshall
aka Anna Nicole Smith in her Chapter 11 bankruptcy case. In
response, Marshall asserted a counterclaim for common-law tortious
interference. The U.S. Supreme Court held that the tortious-interference claim did not have to be resolved in the context of resolving the
defamation claim and, thus, the bankruptcy court lacked constitutional
authority to finally adjudicate the debtor’s state law counterclaim.
2. Frazin v. Haynes & Boone, L.L.P. (In re Frazin), 732 F.3d 313 (5th Cir.
2013) (quoting In re Southmark Corp., 163 F.3d 925, 931 (5th Cir.
1999)); see also In re Intelogic Trace, Inc., 200 F.3d 382 (5th Cir. 2000).
The Court of Appeals reversed the portion of the bankruptcy court’s
judgment on the debtor’s Deceptive Trade Practice Act claim, however,
finding it unnecessary for the bankruptcy court to have resolved the
DTPA claim in the context of the fee application. But, notwithstanding that reversal, the court held that “all factual determinations made
in the course of analyzing Frazin’s DTPA claim were within the [bankruptcy] court’s constitutional authority because they were necessarily
resolved in the process of adjudicating the fee applications.” Thus, on
remand, the district court was allowed to consider those findings of fact
and conclusions of law, even though the bankruptcy court’s judgment
was not final.
3. BP RE, L.P. v. RML Waxahachie Dodge, L.L.C. (In re BP RE, L.P.),
735 F.3d 279 (5th Cir. 2013).
4. Executive Benefits Ins. Agency v. Arkison (In re Bellingham Ins. Agency,
Inc.), 702 F.3d 553 (9th Cir. 2012), cert. granted 133 S. Ct. 2880, 186 L.
Ed. 2d 908 (2013). To date, four circuit courts have opined on the issue.
The 6th Circuit has answered in the negative, comparing “constitutional authority” to subject matter jurisdiction. See Waldman v. Stone,
698 F.3d 910 (6th Cir. 2012). The 9th Circuit answered in the affirmative, holding that one may consent to a court’s constitutional authority, just as a party may waive his right to a jury trial. See In re Bellingham
Ins. Agency, Inc., 702 F.3d 553 (9th Cir. 2012). The 7th Circuit held
that waiver is insufficient to confer constitutional authority where the
Constitution requires an Article III court to adjudicate a private dispute. See Wellness Int’l Network, Ltd. v. Sharif, 727 F.3d 751, 761 (7th
Cir. 2013). And the 5th Circuit agreed with the 6th and 7th circuits
that consent is insufficient to authorize bankruptcy courts to adjudicate
private disputes.
5. --- U.S. ---, 133 S. Ct. 1754, 185 L. Ed. 2d 922 (2013).
6. 11 U.S.C. § 523(a)(4) (emphasis added).
7. See Bullock, 133 S. Ct. at 1760 (“That risk must be of such a nature and
degree that, considering the nature and purpose of the actor’s conduct
and the circumstances known to him, its disregard involves a gross devi-
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ation from the standard of conduct that a law-abiding person would
observe in the actor’s situation.”) (internal quotation omitted, emphasis in the original).
8. Kinkade v. Kinkade (In re Kinkade), 707 F.3d 546 (5th Cir. 2013) (holding that a debt included in a Louisiana state court divorce decree was
not dischargeable under Section 523(a)(15), even though the debt arose
pre-marriage from money loaned from the ex-wife’s separate property).
9. Wells Fargo Bank National Assoc. v. Texas Grand Prairie Hotel Realty,
L.L.C. (In re Texas Grand Prairie Hotel Realty, L.L.C.), 710 F.3d 324
(5th Cir. 2013). In Till v. SCS Credit Corp, 541 U.S. 465, 124 S. Ct.
1951, 158 L. Ed. 2d 787 (2004), the U.S. Supreme Court held that,
because there was no “efficient market” for Chapter 13 debtors to go
into the market to refinance their vehicles, the bankruptcy court could
calculate the “cramdown” interest rates on the vehicle lien holder by
taking the present prime interest rate and adjusting the rate upward
(usually one to three percentage points) based on risk factors discussed
in that opinion. In the now-infamous “Footnote 14” of that decision,
the Supreme Court questioned whether the same formula could extend
to Chapter 11 bankruptcy cases where exit financing was easier to
obtain or predict. In theory, that made sense, but not in practice.
Because true exit financing has been nonexistent from Chapter 11 cases
in recent years, bankruptcy courts have been more willing to apply the
Till prime-plus formula in Chapter 11 cases. While the 5th Circuit did
not endorse the Till or any other single formula as the only method to
use in every case, it held that the Till prime-plus formula was an acceptable method and found no error in the bankruptcy court’s application of
the formula to the record below.
10. See generally Western Real Estate Equities, L.L.C. v. Villages at Camp
Bowie I, L.P. (In re Villages at Camp Bowie I, L.P.), 710 F.3d 239 (5th
Cir. 2013). One important requirement for confirmation is that a class
of “impaired” claims has accepted the plan. 11 U.S.C. § 1129(a)(10).
Impairment is generally defined to mean any modification to a creditor’s contractual or legal rights. See id. § 1124. The issue here was
whether giving up $900 in post-confirmation interest constitutes
“impairment.” The decision distinguished from the well-known Greystone III Joint Venture decision, where the Court of Appeals struck down
a plan that improperly “gerrymandered” creditors in order to obtain a
favorable vote on a plan. In re Greystone III Joint Venture, 995 F.2d 1274
(5th Cir. 1991). Here, the debtor “impaired” creditors by asking them
to give up $900 in interest, but otherwise proposed to pay them in-full
within 90 days after the plan became effective. The secured lender and
principal opponent of the plan argued that this “impairment” was “artificial” and should disqualify those creditors’ votes from satisfying a confirmation requirement. In support of this argument, the secured lender
compared “artificial impairment” to the kind of stacking-the-deck
shenanigans prohibited by the 5th Circuit in Greystone. But the 5th
Circuit found no materiality component in the Bankruptcy Code’s definition of “impairment,” and, thus, declined to read Greystone as a basis
to “ride roughshod over affirmative language in the Bankruptcy Code
to enforce some Platonic ideal of a fair voting process.” 710 F.3d at 247.
11. S. White Transportation, Inc., 725 F.3d 494 (5th Cir. 2013); see also Elixir
Indus., Inc. v. City Bank & Trust Co. (In re Ahern Enters., Inc.), 507
F.3d 817, 822 (5th Cir. 2007) (holding that, in order to extinguish a
lien under a plan, four conditions must be met: (1) the plan must be
confirmed; (2) the property that is subject to the lien must be dealt
with by the plan; (3) the lien holder must participate in the reorganization; and (4) the plan must not preserve the lien).
12. See Compton v. Anderson (In re MPF Holdings US LLC), 701 F.3d 449
(5th Cir. 2012); see also Spicer v. Laguna Madre Oil & Gas II, L.L.C. (In
re Tex. Wyo. Drilling, Inc.), 647 F.3d 547 (5th Cir. 2011) (refining the
standards for what plan reservation language qualifies as “specific and
unequivocal” as described in Dynasty Oil & Gas, LLC v. Citizens Bank
(In re United Operating, LLC), 540 F.3d 351, 355 (5th Cir. 2008)).
13. See Wooley v. Haynes & Boone, L.L.P. (In re SI Restructuring Inc.), 714
F.3d 860 (5th Cir. 2013).
14. 717 F.3d 405 (5th Cir. 2013).
15. Under a typical loan transaction using MERS, the borrower executes a
deed of trust that names MERS as the beneficiary and nominee. This
allows the underlying note to be bundled and traded without requiring
the deed of trust to be reassigned and re-recorded each time the note or
servicing right changes hands.
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16. Martins v. BAC Home Loans Services, L.P., 722 F.3d 249 (5th Cir.
2013). The 5th Circuit noted that Texas courts “routinely rely on federal
interpretation of Texas law,” perhaps because most foreclosure cases are
removed to federal courts under diversity jurisdiction. See id. at 253 n.2.
17. Id. at 254 (internal quotations omitted).
18. See id. at 255 (citing Tex. Prop. Code §§ 51.0025, 51.0001(1), (3) & (4)).
19. The Court of Appeals rejected the plaintiff’s remaining points, including arguments of inadequate notice, promissory estoppel, and grossly
inadequate sales price. On the issue of notice, the court held that an
affidavit of service was sufficient evidence to demonstrate that the
lender mailed notice to the correct address as required by law. On the
estoppel issue, the court held that an oral promise not to foreclose was
unenforceable under the statute of frauds, which applied here because
the contract concerned a modification to loan for more than $50,000
secured by a lien on real property. Finally, on the alleged inadequate
price, the court held that 92 percent of the last appraised value could
not be considered “grossly inadequate” under the present circumstances.
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but to compel arbitration and stay its own proceedings
when a claim falls within the scope of a valid arbitration
agreement and there are no defenses to its enforcement.”1
Similarly, in Rachal v. Reitz, 403 S.W.3d 840 (Tex.
2013), an arbitration provision in an inter vivos trust was
found to be enforceable against the trust beneficiaries. An
en banc Dallas Court of Appeals held that the arbitration
provision was non-binding on the beneficiaries because
there was no agreement to arbitrate trust disputes. The
Texas Supreme Court reversed, finding the arbitration provision binding for two reasons. First, by including the
restriction within the four corners of the trust, the settlor
intended the restriction to be a condition on his gift. Second, the requirement of mutual assent is satisfied through
the doctrine of direct benefits estoppel; in accepting the
benefits of the trust and suing to enforce its terms, the beneficiary indicated acceptance of the arbitration provision.
Time Records Are Becoming an Element of Proof in
Recovering Attorneys’ Fees
In City of Laredo v. Montano, 2013 WL 5763179 *1
(Tex. Oct. 25, 2013), one of the attorneys who sought
attorneys’ fees under a fee-shifting statute failed to keep
STATE BAR OF TEXAS

Administrative and Public Law Section

COMMERCIAL LITIGATION
By Brian P. Lauten

In 2013, the Texas and United States Supreme Courts
continued to develop case law in four explosive areas: (1)
arbitration agreements and a robust deference toward the
enforceability of those clauses; (2) documentation of
attorneys’ fees; (3) new evidentiary requirements that
increase the onus on plaintiffs who seek class certification;
and (4) patent protection for non-naturally occurring DNA.
Arbitration Agreements Continue to be Robustly
Enforceable
The underlying dispute in Richmont Holdings, Inc. v.
Superior Recharge Systems, LLC, 392 S.W.3d 633 (Tex.
2013), involved two contracts—only one of which contained an arbitration provision. Although the movant
had waited 18 months to pursue arbitration, the Texas
Supreme Court found that the arbitration provision in
one of the agreements was sufficient to require arbitration
of all the claims, holding: “[A] Court has no discretion
www.texasbar.com/tbj

The Administrative and Public Law Section of the State Bar of
Texas sponsored the 16th Annual Mack Kidd Administrative
Law Moot Court Competition in Austin on October 25 and 26,
2013. The competition focuses on administrative law and
enjoys active participation from numerous Texas law schools.
Judges for the competition are recruited from the private
sector, agency legal staff, and the judiciary. Justices from the
Third Court of Appeals judge the final round. Pictured (L to R)
are second place team from Baylor University School of Law
Linda Chuba and Neyma Figueroa, Justice Melissa Goodwin,
Chief Justice Woodie Jones, championship team from Texas
Tech University School of Law Jesse Beck, Brittney Ervin, and
Richard Keeton, and Justice Jeff Rose.

Vol. 77, No. 1 • Texas Bar Journal 47

time records in the case. The attorney testified that he
had 1,356 hours in the case and multiplied that figure by
$250 an hour to get a total fee of $339,000. The court
reversed and remanded, holding that this evidence was
“devoid of substance” and that a lodestar calculation
“requires certain basic proof, including itemizing specific
tasks, the time required for those tasks, and the rate
charged by the person performing the work.”2
New Evidentiary Requirements in Class Actions
In Comcast Corp. v. Behrend, 133 S.Ct. 1426 (2013), a
sharply divided 5-4 U.S. Supreme Court, reversed the certification of a class action. There, the plaintiffs sought to
certify a class, arguing that Comcast pursued an unlawful
and monopolistic “clustering strategy” whereby it acquired
competitor cable providers in a given region and swapped
its own systems outside the region for competitor systems.
It was the plaintiffs’ contention that the clustering strategy
constituted an unlawful swap agreement in violation of
the Sherman Act.
In order to certify a class action, the court held that
evidentiary proof is required. Comcast held that it “may
be necessary for the court to probe behind the pleadings
before coming to rest on the certification question,” and
that “certification is proper only if the trial court is satisfied, after a rigorous analysis, that the prerequisites of
Rule 23(a) have been satisfied.”3 This review frequently
overlaps with the merits of the underlying claim.
Because the plaintiffs’ model failed to measure damages resulting from the particular antitrust injury on
which the plaintiffs’ liability in the action is premised,
five justices voted to reverse. It is now required that the
“first step in a damages study is the translation of the legal
theory of the harmful event into an analysis of the economic impact of that event.”4
Biotechnology Advances and the Patentability of Certain
Forms of DNA
In Association for Molecular Pathology v. Myriad Genetics,
Inc., 133 S.Ct. 2107 (2013), Myriad obtained several
patents after discovering the precise location and sequence
of certain genes, mutations of which can dramatically
increase the risk of breast and ovarian cancer. If valid,
Myriad’s patents would have given it the exclusive right
to isolate certain individual’s genes. The court held that a
naturally occurring DNA segment is a product of nature
and not eligible for patent protection merely because it
has been isolated; however, synthetically created DNA,
known as complementary DNA (cDNA) is patent-eligible
because it is not naturally occurring. The court focused
the inquiry on whether the DNA at issue had “markedly
different characteristics” from products of nature.
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Notes
1.
2.
3.
4.

Id. at 635 [citations omitted].
Id. at *4.
Id. at 1432 [citations omitted].
Id. at 1435.
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CONSUMER LAW
By Dana Karni and Rafiq Dhanani

In Sw. Olshan Found. Repair
Co., LLC v. Gonzales, 345 S.W.3d
431 (Tex. App.—San Antonio
2011) aff’d, 11-0311, 2013 WL
1276033 (Tex. Mar. 29, 2013),
the Supreme Court of Texas
limited the application of the
implied warranty of good and
workmanlike repair of tangible
goods or property (commonly known as the Melody Home
warranty) in favor of express language between the parties to a contract. The court looked to the implied warranty of good and workmanlike construction of a new
home in its analysis. It reasoned that the implied warranty
in construction of a new home, like the Melody Home
warranty, was a gap-filler and could be superseded by an
express warranty. Applying similar reasoning, the court
held that the Melody Home warranty is also a gap-filler
and can be superseded if “the parties’ agreement sufficiently describes the manner, performance, or quality of
the services.”
The Supreme Court barred Gonzales’s 2006 claim,
overruling arguments that she had more time to bring her
claim under the Deceptive Trade Practices Act because of
the discovery rule and the fraudulent concealment doctrine. The court held that once Gonzales knew of a
potential problem with the services being provided in
2003, her DTPA claim accrued, and the two-year statute
of limitations period started. The court also held that
common law doctrine of fraudulent concealment does
not toll limitations under the DTPA because the Texas
Legislature included a 180-day limit on tolling for fraudulent concealment in the statute.
www.texasbar.com

Consumer Debt Collection
In the highly contentious arena of debt collection litigation, in Ortega v. CACH, LLC, 396 S.W.3d 622 (Tex.
App.—Houston 2013), the 14th Court of Appeals examined the legal and factual sufficiency of evidence presented
by the debt-buyer plaintiff at trial. The court ruled that
three separate affidavits were not admissible: (1) plaintiff’s business record affidavit referencing the pending litigation was clearly prepared for the purpose of litigation;
(2) a third-party affidavit that had become a business
record of the plaintiff bore a suspect date that indicated
the affidavit lacked trustworthiness; and (3) another
third-party affidavit that had become a business record of
the plaintiff was dated two and a half months before suit
was filed and more than one year after the alleged date of
sale from the original creditor to the debt-buyer plaintiff,
which suggested it was created in anticipation of litigation rather than in the course of a regular business activity, casting doubt on its trustworthiness.

check report. The plaintiff claimed that the defendant violated the FCRA by failing to adopt reasonable procedures
to ensure accurate credit reporting. The court held that
the plaintiff could not pursue her case under the FCRA
without evidence of actual damages. The court found little
detail about the nature and extent of the plaintiff’s emotional distress, no physical injury, and no evidence that the
plaintiff was treated for any emotional injury.
However, in Llewellyn v. Allstate Home Loans, Inc., No.
11-1340, 2013 U.S. App. LEXIS (10th Cir. March 28,
2013), the 10th Circuit held that a consumer provided
enough evidence to pursue a claim for emotional distress
under the FCRA. Although the plaintiff failed to show that
he suffered any economic damages, the court found that
the plaintiff’s detailed account and affidavit of emotional
damages and deteriorating health was enough to survive
summary judgment without the need for further evidence.

DANA KARNI

Federal Arbitration Act
The Supreme Court of the United States built on its
2011 ruling in AT&T Mobility v. Concepcion regarding
class arbitration in Am. Exp. Co. v. Italian Colors Rest.,
133 S. Ct. 2304 (2013). It held that plaintiffs were not
allowed to sidestep contractual waivers of class arbitration even though the plaintiffs showed that arbitration of
a single case could cost more than $1 million while
recovery was capped at $13,000. The Supreme Court
noted that in AT&T Mobility, it had previously rejected
the argument that class arbitration was necessary to
“prosecute claims ‘that might otherwise slip through the
legal system’” because they were not worth pursuing.
Fair Debt Collection Practices Act
In Serna v. Law Office of Joseph Onwuteaka, ___ F.3d ___
(5th Cir. 2013), the 5th Circuit determined that the oneyear statute of limitations for violations of the Fair Debt
Collection Practices Act does not begin to toll until the
alleged debtor is notified of the suit. Where an attorney debt
collector filed suit in an improper venue and then waited
more than one year before serving process on the alleged
debtor, the Supreme Court reasoned service of process,
rather than the date the collection suit is filed, is the triggering event for the statute of limitations under the FDCPA.
Fair Credit Reporting Act
Emotional distress damages under the Fair Credit
Reporting Act were analyzed recently by both the 8th and
10th circuits. In Taylor v. Tenant Tracker, Inc., 710 F.3d
824 (8th Cir. 2013), a plaintiff sued for emotional distress
damages resulting from an inaccurate criminal background
www.texasbar.com/tbj

is a solo practitioner at Karni Law Firm in Houston. Her practice
focuses on consumer rights litigation, with special attention to
credit reporting disputes and debt collection abuse, both in federal
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CRIMINAL LAW
By Kenda Culpepper and Craig Stoddart

No criminal law update would be complete without reference to this past year’s extensive discovery reform. In the
September 2013 issue of the Texas Bar Journal, Kristen Etter,
David Gonzales, and Allen D. Place Jr. provided a thoughtful
and concise overview of Texas’s most recent criminal justice
legislation, including the much-anticipated Michael Morton
Act. However, as the 83rd Legislature was busy drafting laws
certain to drastically change the landscape of criminal discovery in Texas, both the Supreme Court of the United
States and the appellate courts of our state were hard at work
making some significant decisions of their own.

Missouri v. McNeely, 133 S.Ct. 1552, 185 L.Ed.2nd 696 (2013)
In Missouri v. McNeely, the U.S. Supreme Court revisited the issue of warrantless, non-mandatory blood draws
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in DWI investigations. The question before the court was
whether the natural dissipation of alcohol in the bloodstream establishes a per se exigency sufficient to justify an
exception to the warrant requirement of the Fourth
Amendment. Harmonizing this case with earlier decisions, the court found that it does not. Here, McNeely was
arrested for suspicion of intoxicated driving and refused to
give a specimen of his breath or blood. Without first
securing a warrant, the officer transported McNeely to a
hospital and directed a lab technician to take a blood sample. Evidence of McNeely’s blood alcohol content was
later suppressed on the basis of an illegal search. The Missouri trial court’s decision was affirmed on appeal and ultimately upheld by the Supreme Court.
Writing for the majority, Justice Sonia Sotomayor
stated that even in cases where an officer has probable
cause to believe an individual has been driving while
intoxicated, exigent circumstances may not necessarily
exist to obtain a warrantless blood specimen based solely
upon the fact that alcohol is quickly metabolized by the
human body. Without foreclosing the possibility that
BAC dissipation could form the basis for a warrant exception under certain circumstances, Justice Sotomayor
noted that advancements in telecommunications and the
emergence of telephonic warrants have made it easier for
officers to secure a blood warrant in a timely manner.

Turrubiate v. State, 396 S.W.3d 147 (Tex.Crim.App.2013)
In Turrubiate v. State, the Texas Court of Criminal
Appeals determined that the mere odor of marijuana,
even when combined with probable cause to search the
premises, is not enough to justify a warrantless search.
Acting on a tip from a Child Protective Services worker
that marijuana was present, officers knocked on the door
to Turrubiate’s home. When he answered, officers smelled
a “very strong, fresh odor of marijuana” coming from
inside. Concerned that immediate action was necessary
to prevent destruction of the suspected marijuana, officers entered the home without a warrant.
Affirming the lower appellate court, the Court of
Criminal Appeals invalidated the search. The court
refused to presume that an occupant would attempt to
destroy illegal narcotics merely because he is aware of a
police presence at his door. Refining its earlier decision in
McNairy v. State, 835 S.W.2d 101 (Tex.Crim.App.1991),
the court focused on the need for some affirmative indication that contraband is in imminent danger of being
destroyed. The court provided little guidance on what
constitutes a sufficient showing, but clarified that probable cause to believe illegal drugs are in a home, coupled
with an odor of marijuana and a police officer announcing his presence, do not justify a warrantless entry.
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Ex Parte Lo, ___ S.W.3d ___, No. PD-1560-12, 2013 WL
5807802 (Tex.Crim.App., Oct. 30, 2013)
On Oct. 30, 2013, the Texas Court of Criminal
Appeals issued an opinion declaring a portion of Texas’s
Online Solicitation of a Minor statute unconstitutional.
The appellant was charged under Texas Penal Code
§33.021(b) for sending sexually explicit communications
to a minor. Appellant’s conviction was upheld on appeal
and the Court of Criminal Appeals granted his writ to
determine the constitutionality of the statute.
Acknowledging the state’s interest to protect minors
from online predators, the court nonetheless determined
that §33.021(b) is overly broad because it seeks to prohibit
a “vast array of constitutionally protected speech.” As written, the statute bars all electronic communication related
to sexual conduct that the court noted could include many
modern movies and television shows. The court did not
disturb other portions of the statute that were more narrowly tailored to protect children from online solicitation. As of this writing, the court’s opinion has not been
published and remains subject to revision or withdrawal.

State v. Granville, 373 S.W.3d 218 (Tex.App.—Amarillo
2012, pet. granted)
Texas appellate courts are beginning to consider
whether inmates maintain any reasonable expectation of
privacy to information contained on their cellphones.
Anthony Granville was arrested for causing a disturbance
at his high school and taken to jail. In his possession was
a cellphone believed to contain evidence of an unrelated
crime. Without first obtaining a warrant, an officer
searched the impounded phone and recovered photographs later used to secure an indictment against
Granville for improper photography or visual recording.
The trial court suppressed the photos as the product of an
unlawful search. The Amarillo Court of Appeals agreed,
holding that even while incarcerated, an individual
retains a general, reasonable expectation of privacy to the
electronic data stored on a personal cellphone. This case
has been submitted to, and is currently under consideration by, the Texas Court of Criminal Appeals.
KENDA CULPEPPER
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in criminal law by the Texas Board of Legal Specialization.
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ENVIRONMENTAL LAW
By Michael R. Goldman, Carrick Brooke-Davidson,
and Jean M. Flores

It was an exciting year for
significant environmental law
holdings from Texas state and
federal courts. Some decisions
were long-anticipated while
others came as a surprise. Hot
topics included standing, preemption, expert testimony, stigma damages, regulatory takings, and a takings claim under
the Endangered Species Act. Although space allows only
a brief mention of the cases below, for the environmental
practitioner, all are worth reading in full.
Texas Supreme Court
In 2013 we saw an expected do-over on the topic of
standing—with a somewhat unexpected result. In the January 2013 issue of the Texas Bar Journal, we reported on
City of Waco v. TCEQ, 346 S.W.3d 781 (Tex. App.—
Austin 2011), rev’d, 2013 WL 4493018 (Tex. 2013), which
concerned the City of Waco and an upstream dairy farm
that sought to modify its water-quality permit due to an
increase in its total number of cattle. The 3rd Court of
Appeals of Texas held that the Texas Commission on Environmental Quality abused its discretion in denying the
city’s request for a contested case hearing in the permit proceeding on the basis that it was an “affected person.” The
Supreme Court reversed on the basis that the Water Code
gives the TCEQ discretion to deny a request for a hearing
when, inter alia, the applicant does not seek to significantly
increase or materially change its authorized discharge.
In Southern Crushed Concrete, LLC v. City of Houston,
398 S.W. 3d 676 (Tex. 2013), the Supreme Court held
that a local ordinance requiring a concrete crushing facility to obtain a municipal permit was preempted by the
Texas Clean Air Act because the facility had already
obtained a permit from the TCEQ. The court reasoned
that to hold otherwise would allow a city to nullify a permit granted by the TCEQ, which is forbidden under the
TCAA.
In Natural Gas Pipeline Company of America v. Justiss,
397 S.W.3d 150 (Tex. 2012), the Supreme Court held
that homeowners’ testimony concerning the diminution
of value of their properties as a result of a nearby gas plant
was insufficient to support an award of damages. The
court reasoned that such testimony was conclusory, speculative, and lacked foundation as to how the homeowners’ arrived at their damages. However, the court
remanded for further determination because the current
www.texasbar.com/tbj

legal standard may have resulted in the homeowners’ failure to present adequate evidence of damages.
Texas Court of Appeals
In FPL Farming Ltd. v. Environmental Processing Systems, L.C., 383 S.W.3d 274 (Tex. App.—Beaumont
2012, pet. filed), a landowner brought a tort action
against a wastewater injection well operator, alleging that
wastewater migrated onto his property and contaminated
his water. The 9th Court of Appeals in Beaumont officially
recognized a common-law claim for subsurface trespass on
the basis that the Supreme Court, by implication, had
previously held that the law of trespass can apply to an
invasion that impacts an adjacent property at a level
beneath the surface.
Stigma damages were permitted for the first time in
Houston Unlimited Inc. Metal Processing v. Mel Acres
Ranch, 389 S.W.3d 583 (Tex. App.—Houston [14th Dist.]
2012, pet. granted). The 14th Court of Appeals in Houston held that a landowner could recover lost market value
due to stigma, as a form of permanent damage, even if the
contamination of its property had been fully remediated.
Following last year’s monumental opinion, Edwards
Aquifer Authority v. Day, it remained unclear whether a
groundwater district’s rules limiting groundwater usage
could support a constitutional taking claim. That question was answered in Edwards Aquifer Authority v. Bragg,
No. 04–11–00018–CV, 2013 WL 4535935 (Tex. App.—
San Antonio Aug. 28, 2013, no pet.), which held that
commercial pecan growers suffered a regulatory taking
when the EAA denied and limited the growers’ request
for water permits for their pecan orchards.
In City of Houston, Texas v. BCCA Appeal Group,
Inc., No. 01-11-00332-CV, 2013 WL 4680224 (Tex.
App.—Houston [1st Dist.] Aug. 29, 2013, no pet.), the
14th Court of Appeals in Houston, in distinguishing the
Southern Crushed Concrete case above, held that municipal ordinances that adopted state air quality regulations
issued pursuant to the TCAA were not preempted. The
court held that the city’s ordinances did not create more
onerous standards than the state standards, and that the
Legislature had not explicitly prohibited municipal regulation of air quality under the TCAA. The Supreme
Court may get another opportunity to address this preemption issue as the parties are contemplating filing a
petition for review.
Federal Courts
In Aransas Project v. Shaw, 930 F.Supp.2d 716 (S.D.
Tex. 2013), the U.S. District Court, Southern Division of
Texas, Corpus Christi Division enjoined the TCEQ from
granting any water permits affecting the Guadalupe or
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San Antonio rivers until it provides reasonable assurances that such permits will not harm the world’s only
self-sustaining, wild whooping crane population, which is
located in the Aransas National Wildlife Refuge. The
court found that the agency’s water management practices during 2008-2009—combined with the severe
drought—drastically modified the cranes’ critical habitat
by making it hyper-saline, which affected the cranes’ primary food resources.
We expect all of the above issues to be further
addressed, challenged, and refined in 2014.
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Flores practice in the firm’s Dallas office, and Brooke-Davidson practices in the Austin office.

FAMILY LAW
By Georganna L. Simpson and Steven R. Morris

In 2013, the Texas Supreme Court issued several
opinions with important implications for the family law
practitioner.
Trial Courts Have No Authority to Conduct
Broad Best Interest Reviews of MSAs
A mother and father entered into a properly executed
Marital Settlement Agreement under Family Code Section 153.0071.1 Before entering judgment on the MSA,
the trial court heard evidence that the mother’s husband
was a registered sex offender and had slept naked with the
mother’s child. The trial court refused to render judgment
on the MSA, based on the child’s best interest, which the
14th Court of Appeals in Houston affirmed on mandamus. On further mandamus review, the Supreme Court
held that a court may not decline to enter judgment on a
properly executed MSA based on a best interest finding
alone. Rather, a court may refuse to render judgment on
an MSA only when a best interest finding is combined
with family violence findings under Family Code Section
153.0071(e-1).
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A Pre-birth Divorce/SAPCR Does Not Provide Jurisdiction
Under the UCCJEA
A father filed a pre-birth divorce/Suit Affecting the Parent-Child Relationship in Texas.2 Without telling the
father, the mother moved to New Mexico where she gave
birth and filed a New Mexico SAPCR. The New Mexico
court determined that New Mexico was the child’s home
state but deferred to the Texas court, which determined it
had jurisdiction because the father filed his Texas SAPCR
first. On mandamus review, the Supreme Court held that
unless a court finds it has jurisdiction under one of the enumerated grounds in the Texas Uniform Child Custody Jurisdiction and Enforcement Act, Family Code 152.201(a), it
cannot exercise jurisdiction over a custody determination.
The fact that the father filed a pre-birth divorce/SAPCR in
Texas first was irrelevant. Therefore, under the UCCJEA,
the New Mexico court had jurisdiction because New Mexico was the child’s home state. The Supreme Court rejected
the father’s constitutional arguments that the UCCJEA
violated the separation of powers doctrine, due course of
law, and the father’s equal protection rights.
An Obligor Must be Current on His Child Support
as of the Date of the Enforcement Hearing, Not Just
as to the Amount Set Forth in the Motion to Enforce
The trial court held a hearing eight months after the
Office of the Attorney General filed a motion to enforce
alleging a father was delinquent in child support.3 The
father paid his arrearage the same month that the OAG
filed its motion but fell behind again by the time of the
hearing. At the hearing, the court found the father in
contempt. On mandamus review, the father successfully
argued that the court should not have found him in contempt because he had satisfied his arrearage, as alleged in
the OAG’s motion. On further review, the Supreme
Court held that the plain language of Family Code Section 157.162(d) requires the obligor to be current on all
payments as of the date of the court hearing—not the
amount pleaded in the enforcement motion.
Estoppel Is No Longer a Defense to a
Child Support Enforcement Proceeding
A father and mother agreed that the father’s child
support obligation would cease if he voluntarily relinquished his parental rights.4 The father signed an affidavit
of relinquishment, but the mother never filed the affidavit with the court. Nine years later, the OAG sought to
modify the father’s child support and confirm arrearages.
On appeal, the father argued the OAG was estopped
from seeking child support because the mother led him to
believe his parental rights were terminated. The Supreme
Court held that although the father and mother had an
www.texasbar.com

agreement, the agreement did not override his duty to
support the child.

HEALTH LAW

Can a Same-Sex Couple Married
Out-of-State Obtain a Divorce in Texas?
The Supreme Court is considering two cases addressing whether a Texas court may grant a divorce to samesex couples who legally married out of state.5 In H.B., the
appellate court held that Texas courts lack subject-matter
jurisdiction to grant same-sex divorces. In Naylor, the
trial court granted the divorce and dismissed the state’s
intervention as untimely. The appellate court dismissed
the state’s appeal, concluding the state’s intervention was
untimely and lacked standing.

For much of 2013,
the state of Texas and
the nation were focused
on the implementation
of numerous sections of
the Patient Protection
and Affordable Care Act. Other than delays in the execution of certain provisions, there were no legal issues
that significantly altered the landscape of the ACA.

2013 Legislative Amendments
The 2013 legislative session resulted in several
amendments to the Family Code. Section 6.708(c) now
provides a court statutory authority to award attorneys’
fees in a divorce. Section 8.059 establishes a maximum
amount of agreed spousal maintenance, enforceable by
contempt and not to exceed the “amount of periodic support the court could have ordered.” Section 161.005(e)
now permits a mistaken paternity petitioner to file a termination petition by the second anniversary of the date
on which the petitioner became aware that he was not
the child’s genetic father. Section 157.162 now allows a
court, in a child support enforcement action, to award a
petitioner court costs or reasonable attorneys’ fees, even
if there is no finding of contempt. For more information
regarding family law-related legislation, please reference
the September 2013 issue of the Texas Bar Journal.
Notes
1. In re Lee, ___ S.W.3d ___, 2013 WL 5382067 (Tex. 2013) (9/27/13).
2. In re Dean, 393 S.W.3d 741 (Tex. 2012) (orig. proceeding) (12/21/12).
3. In re O.A.G., ___ S.W.3d___ , 2013 WL 854785 (Tex. 2013, orig. proceeding) (03/08/13).
4. OAG v. Scholer, 403 S.W.3d 859 (Tex. 2013).
5. In the Matter of the Marriage of H.B. v. J.B., 11-0024, (oral argument
held on Nov. 5, 2013) 326 S.W.3d 654 (Tex. App.—Dallas Aug. 31,
2010) (reversed and remanded); State of Texas v. Naylor and Daly, 110114 (oral argument held on Nov. 5, 2013) 330 S.W.3d 434 (Tex.
App.—Austin Jan. 7, 2011) (dismissed WOJ).
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By Edward Vishnevetsky

HIPAA Omnibus Rule Expanded for Business Associates
On Jan. 25, 2013, the U.S. Department of Health and
Human Services released the final Omnibus Rule modifying the Health Insurance Portability and Accountability
Act’s Privacy, Security, Enforcement, and Breach of Notification Rules under the Health Information Technology
for Economic and Clinical Health Act. The notable
change came in the form of the expansion of the term
“business associate.” Under the finalized rule, a “business
associate” includes an entity that “creates, receives,
maintains, or transmits” protected health information.1
Additionally, the final rule makes business associates
(and their subcontractors) liable for failing to comply
with HIPAA.2
CMS Releases Final Rule For the
Physician Payment Sunshine Act
On Feb. 1, 2013, the Centers for Medicare & Medicaid Services released the final rule of the Physician Payment Sunshine Act. The Sunshine Act requires
applicable manufacturers to disclose: (1) financial
arrangements they make with covered recipients (i.e.,
physicians and teaching hospitals) regarding a covered
drug, device, biological, or medical supply;3 and (2) investment and ownership interest held by a covered recipient or their immediate family members.4
OIG Special Fraud Alert on
Physician-Owned Distributorships
On March 26, 2013, the Office of Inspector General
released a Special Fraud Alert examining the risks that
physician-owned distributorships may pose in violating
the Anti-Kickback Statute.5 PODs derive revenue from
selling, or arranging for the sale of, implantable medical
devices ordered by their physician-owners for use in procedures that the physician-owners perform on their own
patients at hospitals or ambulatory surgical centers. The
OIG views PODs as inherently suspect under the AntiKickback Statute.
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Tuomey Healthcare System’s Violation of Stark Law
On May 8, 2013, the jury in United States ex rel. Drakeford v. Tuomey Healthcare System Inc. concluded that
Tuomey Hospital violated the Stark Law.6,7 Consequently,
Tuomey may face penalties of up to $357 million based on
violations of the False Claims Act.8 The jury’s decision
followed the 4th U.S. Circuit Court of Appeals reversal
and remand of the case.9 The case against Tuomey arose
from allegations that Tuomey improperly compensated 19
physicians in exchange for the physicians’ agreement to
continue performing outpatient services at Tuomey.
S.B. 746, S.B. 8, S.B. 1803, and S.B. 658
Passed to Combat Medicaid Fraud in Texas
S.B. 746 amended the Texas Medicaid Fraud Prevention Act to create a statute of limitations on when a person may bring a claim to recover unlawfully paid funds.
S.B. 8 limits providers’ marketing actions and sets requirements for emergency medical services providers. S.B. 1803
imposes requirements on the Texas OIG to investigate
possible fraud or abuse claims. S.B. 658 requires a person
who fraudulently obtained an unemployment benefit to
pay a penalty. These new laws took effect Sept. 1, 2013.

5. OIG Special Fraud Alert, Physician-Owned Entities (March 26, 2013).
6. United States ex rel. Drakeford v. Tuomey Healthcare System Inc., D. South
Carolina, No. 3:05-cv 02858-MBS (May 8, 2013).
7. See 42 U.S.C. § 1395nn(a)(1).
8. See 31 U.S.C. § 3729(a).
9. U.S. ex rel. Drakeford v. Tuomey Healthcare System, Inc., 675 F.3d 394
(4th Cir. 2012).
10. FDA, Mobile Medical Applications Guidance for Industry and Food and
Drug Administration Staff, Sept. 25, 2013.
11. Id. at *13 – *15.
12. Id. at *14.
13. See FDCA § 503B, H.R. 3204, 113th Cong. (2013).
14. Id. at § 102(a)(2).
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IMMIGRATION LAW
FDA Regulation of Mobile Medical Apps
On Sept. 25, 2013, the U.S. Food and Drug Administration released its final guidance on the regulation of
mobile medical apps.10 The intended use of each mobile
medical app determines whether it is subject to the
purview of the FDA. Specifically, if the intended use of
the mobile medical app is to diagnose, cure, mitigate, or
prevent a disease, then it may be a device that is regulated
by the FDA.11 The FDA is focusing its oversight on mobile
medical apps that are intended to be used as an accessory
to a regulated medical device, such as apps that allow a
physician to make a diagnosis based on the medical
images stored in a mobile phone.12 The FDA will also regulate mobile medical apps that transform a mobile platform into a medical device, such as an EKG monitor app.
Federal Oversight Over Compounding Pharmacies
On Nov. 27, 2013, the Drug Quality and Security Act
was signed into law. The act allows the FDA to regulate
compounding pharmacies by creating a new section, 503B,
to the Food, Drug, and Cosmetic Act.13 Specifically, the
DQSA allows the FDA to have authority over compounding pharmacies that register as “outsourcing facilities.”14
Notes
1.
2.
3.
4.
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78 Fed. Reg. 5566 (Jan. 25, 2013).
Id. at 5566, 5591.
42 U.S.C.A. § 1320a-7h(a).
Id.
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By Nina Fantl

Comprehensive Immigration Reform Fails in 2013
The prospect of immigration reform for the 11 million
undocumented people living in the United States floundered in 2013 and may again be
at a starting point. As of
December 2013, legislation to
grant legal status to millions of
immigrants had stalled in Congress. Notably, in June 2013,
the Senate had approved by a
wide margin a sweeping immigration reform bill that would
offer a path to legalization. But House Speaker John Boehner stated in November that he would not negotiate with the
Senate on its bill, signaling that the issue was dead for 2013
and setting up hurdles for action before midterm elections.
Immigration Benefits for Same-Sex Spouses
The landmark decision of the U.S. Supreme Court in
United States v. Windsor untangled a knot in immigration
law for lesbian and gay married couples who previously
were banished from immigration benefits.1 Because the
Supreme Court held that Section 3 of the Defense of Marriage Act was unconstitutional, married same-sex couples
can now access marriage-based immigration benefits and
relief from deportation. Immigration visa petitions filed on
www.texasbar.com

behalf of a same-sex spouse now will be treated in the
same manner as those filed on behalf of an opposite-sex
spouse.2 For couples living in Texas, which does not recognize same-sex marriage, the petition can still be filed if
the couple marries in a jurisdiction that does recognize
such marriages.
Vast Majority of Applications
for Childhood Arrivals Approved
In June 2012, President Obama created a two-year
program to grant temporary work permits to certain
young people who came to the United States before the
age of 16. Between August 2012 and August 2013, more
than half a million young people applied for benefits
under the Deferred Action for Childhood Arrivals program, according to U.S. Citizenship and Immigration Services.3 Approximately 91,000 of Texas’s 165,000 eligible
immigrants applied for a temporary right to remain in the
United States under DACA.4
H-1B Visa Cap Reached; Lottery Decided Fate
In April 2013, the federal government addressed the high
number of H-1B petitions filed by U. S. companies wanting
to sponsor highly skilled workers for temporary positions.
After 124,000 petitions were filed in five days for 85,000
H-1B visas, companies had to rely on chance when their
petitions were placed in a computer-generated lottery to randomly award the visas. The last time the United States used
random selection to award H-1B visas was in 2008.
Relatives of U.S. Service Members
and Veterans Given Reprieve
The Obama administration in November 2013 made
a policy change known as parole in place that gave a
reprieve to military families that were worried their
immigrant family members could be deported. Coming
after three years of deliberations, the policy allows immigrants who are physically present in the United States
without inspection and are close relatives of military
service members and veterans to apply to stay in the U.S.
and move toward becoming permanent residents.
Technology Outsourcing Giant Accused of
Illegally Using Short-term Business Visitor Visas
In October 2013, Infosys, India’s second-largest information technology services exporter, agreed to pay $34 million to end an investigation related to the practice of flying workers in India to client sites in the United States
on temporary visitor visas. The settlement, which the U.S.
Department of Justice said was the largest in a case of
alleged visa civil fraud, was filed in Texas.5 Workers were
allegedly brought into the United States on B-1 visas to
www.texasbar.com/tbj

do work not allowed under that visa and were paid much
less than the fair wage required by the H-1B visa.
Notes
1. See United States v. Windsor, No. 12-307, 570 U.S. __, 2013 WL
3196928 (June 26, 2013)(striking 1 U.S.C. § 7).
2. Although Windsor involved federal estate taxes rather than immigration
benefits, the court’s holding applies broadly to all federal programs
impacted by DOMA.
3. http://www.usnews.com/education/blogs/high-school-notes/2013/08/26/
undocumented-students-benefit-in-first-year-of-deferred-action.
4. http://www.texastribune.org/2013/10/01/texas-above-norm-number-dacabeneficiaries/.
5. http://www.ice.gov/doclib/news/releases/2013/131030plano2.pdf.

NINA FANTL
is board certified in immigration and nationality law by the Texas
Board of Legal Specialization. She has more than 20 years of experience in immigration law and has represented corporate, institutional,
and individual clients with particular emphasis on professional, academic, and health care occupations.

INSURANCE LAW
By Michael W. Huddleston

In insurance law, 2013 was defined by one titanic
Supreme Court of Texas case that has the potential to
influence a number of areas of insurance law and strategy
in insurance conflicts for years to come. In Lennar Corp.
v. Markel American Ins. Co.,—S.W.3d—, 2013 WL
4492800 (Tex. 2013), the Supreme Court, in an opinion
written by now-Chief Justice Nathan Hecht, reached
several conclusions that will have an impact far beyond
the facts presented in that case. The insurance industry
quickly mobilized amicus efforts to seek and support
reversal of the decision in whole or in part on rehearing.
Thus, in my view, it is evident that the decision is good
news for Texas commercial policyholders, especially
those who try to efficiently resolve large-scale and legitimate claims of consumers through prompt investigation
and settlement.
Lennar Homes
In Lennar, the insured homebuilder determined that
homes built with an exterior insulation and finish system
were suffering serious water damage that worsened over time.
The insured “undertook to remove the product from
all the homes it had built and replace it with conventional stucco.” Additionally, “The homebuilder’s insurers
refused to cooperate with this remediation program, preVol. 77, No. 1 • Texas Bar Journal 55

ferring instead to wait until homeowners sued, and
denied coverage of the costs.”1 All of the underlying
claims were eventually settled, with only three ever
reaching litigation.2
Legal Liability Established by
Insured’s Unilateral Settlement
The court held that a legal liability sufficient to
invoke coverage can be established by a unilateral settlement to which the insurer has not consented, so long as
the settlement does not prejudice the insurer. The policy
included a condition barring settlement without consent,
and it also included similar language in the insuring
agreement. The court held that repeating the requirement in the insuring agreement did not mean that the
absence of consent was a material breach that obviated
the need to show prejudice. The court rejected arguments
that Lennar prejudiced the insurer as a matter of law by
actively “soliciting claims which might otherwise never
have been brought [through] contacting of potential
claimants rather than waiting for them to assert a
claim….”3 Strategic use of the court’s ruling could assist
policyholders with a new tool to encourage insurance carriers to participate in and initiate settlement. While carriers in Texas have traditionally not had a tort duty to
initiate settlement, the decision in Lennar strongly suggests that if they take a wait-and-see approach, then the
insured can take preemptive action, solve the impasse,
and send the bill back to the carrier.
Preventative Damages “Because of” Covered Damage
Next, the court held that the policy covered the costs
of determining if there was EIFS damage, even if no damage was found. The court reasoned that such preventative
damage was “because of” property damage since damage
was actually found as to the costs submitted to the jury.
Texas courts have long recognized that the costs of “going
in” to correct defects in the insured’s work is covered
property damage. It remains to be seen whether purely
preventative measures—which are undertaken to avoid
harm when health and safety issues are present—will be
found to be covered given the court’s decision. If so, this
could have a dramatic effect on toxic tort clean-up cases
and other similar scenarios.
Damage Need Not Be Entirely Within the Policy Period
In short, the court held that if a carrier is in for a
penny, it is in for a pound. In other words, so long as there
is covered property damage within the policy period, even
though other damage occurred in other policy periods
before and/or after, the insured is allowed to pick which
carrier responds. The court confirmed its highly debated
56
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statement in American Physicians Insurance Exchange v.
Garcia, 876 S.W.2d 842 (Tex.1994), that where multiple
policies are triggered, the insured is “generally in the best
position to identify the policy or policies that would maximize coverage.” This practice, sometimes called “spiking,” is very advantageous to policyholders in large-scale
toxic tort cases because the insured is permitted to pick or
spike a line of coverage that best suits it, thus potentially
avoiding SIRs and instances of coverage gaps or insolvency.
The court refused to revisit its decision in Garcia, and it
concluded “that Markel’s policy covered Lennar’s entire
remediation costs for damaged homes.”4 This is clearly
the approach predicted by a number of courts applying
Texas law.5
What Is the Uproar About?
Critics of the decision in Lennar fear that the court
has set the stage for policyholders to exclude liability
insurers from settlement discussions. The court has previously emphasized that carriers who are given the opportunity to participate in settlement and refuse to do so will
suffer.6 The court in Lennar clearly desired to reward
responsible corporate insureds seeking to limit and solve
problems, noting that “Lennar’s responsible efforts to correct defects in its home construction did not absolve [the
liability insurer] of responsibility for the costs under its
liability policy.”7
Markel filed a motion for rehearing on Oct. 9, 2013.
An amicus brief by a number of leading carriers was filed
the next day. On Dec. 13, 2013, the Supreme Court
denied the motion for rehearing and rejected the arguments of the insurance carriers.
Notes
1.
2.
3.
4.
5.

Id. at *1.
Id.
Id. at *3-*4.
Id. at 6.
See, e.g., Mid-Continent Cas. Co. v. Academy Development, Inc.,—
Fed.Appx.—, 2012 WL 1382459 (5th Cir.(Tex.), Apr. 20, 2012) (NO.
11-20219)(insured may pick one carrier to defend from multiple carriers).
6. See Evanston Ins. Co. v. ATOFINA Petrochemicals, Inc., 256 S.W.3d 660
(Tex. 2008) (holding that where a carrier denies and refuses to participate in settlement discussions, it is not permitted to challenge the reasonableness of the settlement paid by the insured).
7. Id. at *6.
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LABOR AND EMPLOYMENT LAW
By Michael P. Maslanka

It was a busy year in the 5th U.S. Circuit Court of
Appeals, and one bubble that got popped was the view
that the court is always a pro-employer rubber stamp. Not
so. Exhibit A: Ion v. Chevron USA, Inc., in which the
court reversed a summary judgment for an employer in a
Family and Medical Leave Act retaliation case. There
were lots of reasons for the court’s decision, including
that: (1) the employer did not fully investigate an employee’s claim that the plaintiff was faking a serious health
condition under the FMLA; (2) the plaintiff’s termination
letter did not reference an allegedly serious incident
involving the plaintiff; and (3) the termination letter’s
reference to absences that were actually FMLA-protected.
Exhibit B: A reversal of a summary judgment in an age
case, EEOC v. DynMcDermott Petroleum Operations Company. Here, a manager’s emails sunk the company, which
was thinking of re-hiring a former employee. A portion of
one of the emails to the manager’s boss stated: “[The
applicant] is at least 56 and has his own medical problems
{in addition to his wife’s} ... We have only had about two,
maybe three, other applications. Everyone seems to be at
least in their 50s. Now I don’t have a problem with “young
folks” but I need to have someone (who) will be here for a
long, long time.” And while this manager took himself out
of the ultimate decision-making process, the court noted
that there was, in fact, a question as to whether his alleged
age animus mindset influenced the decision not to hire.
Another example is EEOC v. Houston Funding II, Inc.,
in which the 5th Circuit gave a broad interpretation of the
Pregnancy Discrimination Act. The ruling: It is an arguable
violation of the act to terminate an employee because she is
lactating. Why? The act prohibits discrimination based not
only on pregnancy but also on medical procedures or medical conditions related to pregnancy. Because lactation is
such a condition, an adverse employment action based on
it can violate the act. The same goes for claims based on
whether an employee had an abortion or is considering
one; has difficulty returning to work because of postpartum
depression; or, as one case in the Northern District of Texas
held, for even considering starting a family.
It was also a good year for the creation of new claims,
two of which were non-existent at the year’s start. In
EEOC v. Boh Brothers Construction Company, LLC, the
court, in a 10-6 vote, embraced gender stereotyping claims
(a variant on a gender discrimination claim) in which an
employee may state if an adverse employment action or a
hostile environment is triggered by a belief that a male
employee is insufficiently masculine or a female employee is insufficiently feminine. Note that the action or
www.texasbar.com/tbj

environment must be motivated by a gender stereotype,
not by a homosexual animus.
Another new and notable claim came out of Feist v.
State of Louisiana, with the requirement that an employer
must seek to reasonably accommodate a disabled employee
in all facets of work. Here are the facts in the case: An
employee has osteoarthritis in her knee that affects her ability to walk, and she asks for an accommodation, namely a
reserved parking spot closer to the entrance of the building
where she works. Her request is denied. She sues, claiming
that the employer violated the Americans With Disabilities
Act by denying the accommodation; the trial court tosses
her claim, stating that employers are responsible only for
providing reasonable accommodations to help employees
perform the essential parts of their jobs. Not so, says the 5th
Circuit, which held that employers must consider providing
a reasonable accommodation to every term and condition
of an employee’s work, not just the job being performed.
A final example was the Nov. 21, 2013, 5th Circuit
decision on Royal v. CCC&R Tres Arboles, L.L.C., where
the panel rejected earlier case law suggesting that unwelcome physical contact was needed to establish a claim of
sexual harassment and decisively rejected the belief that
the conduct at issue had to be both “severe and pervasive.” Now, one or the other will suffice. In a footnote,
the court suggested that for a plaintiff to establish a retaliation claim, the conduct objected to must actually violate the law, and a plaintiff may not claim retaliation if he
or she has merely a “reasonable belief” that what they are
protesting violates the law.
Texas courts of appeals pushed to expand employee
rights. In 2013, the 2nd Court of Appeals in Fort Worth in
Young v. Nortex Foundation Designs, Inc., expanded the
scope of a Sabine Pilot claim, which states that it is unlawful to discharge an employee for refusing to perform an
act that would land the employee in jail. The appeals
court here affirmed a big judgment against an employer
because the plaintiff possessed a good-faith belief, although
it turned out to be wrong, that he was asked to perform an
unlawful act. It was a 2-1 vote, but no writ was sought.
In the area of trade secrets, the Texas Legislature
struck down decades of trade secret common law by
becoming the 48th state to adopt the Uniform Trade
Secrets Act, known as TUTSA. The Texas Bar Journal
ran an article on the new law in the September 2013
issue (“Protecting Trade Secrets Made Simple”).
MICHAEL P. MASLANKA
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LEGAL EDUCATION IN TEXAS
By John G. Browning

Nationally, 2013 witnessed the
continuation of a downward spiral
for legal education and the job
market for recent law school graduates. With shrinking employment
opportunities, higher tuition, and
staggering student loan debt, applications to law schools have hit a
30-year low; according to the Wall
Street Journal, law school applications decreased by 36 percent over
the past three years alone. The number of people taking
the LSAT in October 2013 was 33,673—a drop of 11 percent from October 2012, and almost half (45 percent) of
the 60,746 who took the LSAT in October 2009. With
only 56 percent of law school graduates from the class of
2012 securing full-time, long-term employment requiring
a J.D. (according to the latest American Bar Association
data), and with 85 percent of law school graduates holding more than $100,000 in student loan debt (according
to U.S. News & World Report statistics), going to law
school has lost much of the allure it once had held.
As a result of the dwindling applicant pool, law
schools face the dilemma of maintaining revenues by
maintaining class size, while reducing quality of the selected applicants, or of reducing incoming class size in order to
maintain high academic standards—which, in fact, may
require the law school to raise tuition to make up for loss
in revenue. Because the tuition of four or five students is
generally needed to support the salary of at least one faculty member (according to a study by Texas Tech law professor Eric Chiappinelli), a number of law schools around
the United States are trimming their faculties.
Law schools and recent law graduates are faring better
in Texas than nationally, but the figures are still sobering.
Compared with 56 percent nationally, 79 percent of
Texas 2012 law school graduates found permanent, fulltime employment requiring a J.D. The University of
Texas School of Law and the Southern Methodist University Dedman School of Law boasted the best placement rates for their graduates at 82 percent and 86
percent, respectively. The lowest placement rate belonged
to the Texas Southern University Thurgood Marshall
School of Law at 68 percent.
Virtually all of the law schools have stepped up their
career services efforts, including implementing some creative measures to help their students find jobs. SMU’s
Test Drive program allows firms to hire a new graduate for
up to two months during which the law school subsidizes
58
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the graduate’s salary; Karen Sargent, SMU’s director of
career services, reports that nearly all of the Test Drive
graduates received offers following such a trial period.
Meanwhile, Texas Tech School of Law has created a
Regional Externship Program in which third-year students spend a full semester working in government and
legal services organizations while earning academic credit.
Texas Tech Dean Darby Dickerson says the school plans
to expand the program to encompass opportunities in
corporate legal departments and large law firms, as well as
to spread geographically to include not only Dallas-Fort
Worth but also Austin and Houston.
Even with such efforts, however, law school graduates
in Texas reflect a number of national trends. Fewer are
going to the so-called “Big Law” firms. According to
Texas Lawyer’s New Associate Survey, the number of firstyear associates hired by the state’s largest firms decreased
by 46.4 percent between 2008 and 2013. The larger firms’
hiring has inched up over the past two years, but the
growth rate is significantly down. And with job opportunities still limited, it is not surprising that 7 percent of
2012 graduates are employed in solo practices and the
majority are employed with firms of 25 or fewer lawyers.
Recent graduates are also flocking to other uses for their
J.D.s, with those working in “business and industry” spiking by 10 percent. On the other hand, fewer 2012 graduates are going into public interest jobs (a 30.8 percent
drop), judicial clerkships (a 31.8 percent drop), government positions (a 5.8 percent decline), and legal academia (a 10 percent drop).
Last year also has been a tumultuous time for the law
schools themselves, particularly at the top. Several Texas
law schools are in the midst of dean searches, with the
highest-ranking positions at SMU Dedman School of
Law, the University of Houston Law Center, and Texas
A&M University School of Law currently held by interim
deans. Texas A&M University completed its acquisition
of Texas Wesleyan School of Law in 2013, transforming
the once-private school in Fort Worth into the DallasFort Worth area’s first public law school. The Aggie
rebranding process is already well underway, with visitors
to the school’s website being greeted with an enthusiastic
“Howdy!”
Texas’s 10th and newest law school, the UNT Dallas
College of Law, is accepting applications for its inaugural
incoming class (estimated to be 80-100 students). The
new school already has its key leadership in place; former
U.S. District Judge Royal Furgeson Jr. is the school’s
founding dean, and former SMU Assistant Provost and
law professor Ellen Pryor is the associate dean for academic affairs. The UNT Dallas College of Law also has
added a law librarian, assistant dean of admissions, dean
www.texasbar.com

of students, and a director of development, while the hiring of the school’s founding faculty is ongoing. From the
start, UNT has made it clear that it intends to take a
fresh approach to legal education, starting with a commitment to keep tuition low; members of its inaugural
class will pay only $12,540 for tuition. The school’s vision
includes making legal education not only affordable, but
also more accessible to those from traditionally underserved populations.
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LITIGATION
By Christy Amuny

The most significant development for trial attorneys
in 2013 was the Texas Supreme Court’s issuance of the
Rules for Expedited Actions, which are mandatory for
suits in which all claimants are seeking monetary relief
totaling $100,000 or less. The Rules for Expedited Actions,
which add to and amend several of the Texas Rules of
Civil Procedure, are effective for all cases filed on or after
March 1, 2013, except for those filed in justice court.
Amended Rule 47 of the Texas Rules of Civil Procedure requires that the original pleadings contain a short
statement of the cause that is sufficient to give fair notice
of the claim and must state the monetary relief sought
(i.e., $100,000 or less; over $100,000, but not more than
$200,000, etc.).1 A party may not conduct discovery until
these pleading requirements are met.
New Rule 169 of the Texas Rules of Civil Procedure
sets forth the guidelines for all cases falling into the expedited actions process.2 In no event may a party that prosecutes under this rule recover a judgment in excess of
$100,000 (excluding post-judgment interest). A court must
remove a suit from the expedited actions process on a
motion and showing of good cause by any party.3 On a
party’s request, the court must set the case for trial within
90 days after the discovery period ends. The court may
continue the case twice, not to exceed a total of 60 days.
Each side is allowed no more than eight hours to comwww.texasbar.com/tbj

plete jury selection, opening, presentation of evidence,
direct and cross examination, and closing. On a motion
and showing of good cause, the court may extend the
time limit to no more than 12 hours per side.4 The term
“side” has the same definition as in Rule 233 of the Texas
Rules of Civil Procedure (apportionment of strikes).5
Unless the parties have agreed not to engage in alternative dispute resolution, the court may refer a case to ADR
only once. The procedure must (1) not exceed a half day;
(2) not exceed a total cost of twice the amount of applicable filing fees; and (3) be completed no later than 60
days before the initial trial setting. A party may not challenge an expert prior to trial unless requested by the party
sponsoring the expert or by objecting to expert evidence
filed in support of a motion for summary judgment. Otherwise, any Robinson challenges must be made at the time
of trial.
Amended Rule 190 sets the discovery limitations for
expedited actions. All discovery must be conducted during the discovery period, which begins when a suit is filed
and continues until 180 days after the date that the first
request for discovery of any kind is served on a party.
Each side gets no more than six hours in total for depositions; however, the parties may agree to expand the time
to 10 hours. The court may modify the time limitations
so that no party has an unfair advantage. A party may
send no more than 15 interrogatories, 15 requests for production, and 15 requests for admissions. If a suit is
removed from the expedited actions process, discovery
may be reopened. Persons previously deposed may be redeposed. The court should continue the trial if necessary
to permit completion of discovery.
Amended Rule 190.5 states that the court may modify
a discovery control plan. Unless the expedited actions
process in Rule 169 governs a suit, the court must allow
additional discovery related to new, amended, or supplemental pleadings. It also must allow discovery related to
new information in discovery responses if the pleadings
or responses were made after the discovery completion
deadline, or so near the deadline that the adverse party
does not have adequate opportunity to conduct discovery
related to the new matters, or if the adverse party would
be unfairly prejudiced without additional discovery.
There are a number of issues to be aware of if a case
falls under the expedited actions process. All parties must
be mindful of the discovery period, which is often triggered by the inclusion of discovery attached to the petition or answer. Another issue to consider is the definition
of “side” for trial purposes. When there are multiple
plaintiffs or defendants, the parties may have to split the
time each is allowed to present their case (eight hours per
“side,” which may be extended to 12 hours).
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Notes
1. The requirement to plead the amount of monetary relief sought does not
apply in cases governed by the Family Code.
2. The expedited action does not apply to claims brought under the tax
code, family code, property code, or Chapter 74 of the Civil Practice
and Remedies Code.
3. The comments state that the factors to be considered by the court are
whether the damages sought by multiple claimants against the same
defendant exceed $100,000, whether the defendant has filed a compulsory counterclaim in good faith that seeks more than $100,000, the
number of parties and witnesses, the complexity of the legal and factual
issues, and whether an interpreter is necessary.
4. The trial time does not include time spent on objections, bench conferences, bills of exception, or challenges for cause to a juror under
TRCP 228.
5. As defined, “side” means one or more litigants who have common interests on the matters on which the jury is concerned.
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PATENT LITIGATION
By Michael C. Smith

The most significant
patent litigation developments for Texas practitioners in 2013 were
the activities in Washington, D.C., that sought to limit the doings of so-called
“patent trolls,” also known as patent assertion entities or
non-practicing entities, as well as the major downturn in
patent plaintiffs’ success rate at trial.
The year saw numerous legislative proposals responding to perceived abuses in the enforcement of patents by
patent assertion entities, a White House report that identified suits brought by patent assertion entities as a concern, and a report by the independent Government
Accountability Office on the issue. In general, the proposed legislation addresses several subjects, including:
(1) Raising pleading standards for patent cases;
(2) Requiring disclosure of the real party-in-interest,
and in some cases requiring joinder of such parties;
(3) Changing the standard for recovery of attorneys’
fees by the prevailing party in patent infringement
cases;
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(4) Placing limits on certain types of discovery in
patent cases;
(5) Providing for stays against end-users of off-theshelf products in favor of proceeding against the
manufacturer of the accused product;
(6) Providing authority for the Federal Trade Commission to act against unfair and deceptive practices associated with the sending of demand letters
in connection with the assertion of a patent; and
(7) Increasing the scope of post-grant review of patents
in the U.S. Patent and Trademark Office.
Congress is expected to take up the issue in earnest during early 2014. However, several of the issues raised in the
pending legislative proposals are also under consideration
by the courts. For example, the U.S. Supreme Court has
granted petitions for certiorari in two cases for its current
term, seeking clarification on when the prevailing party in
a patent infringement case is entitled to attorneys’ fees
under 35 U.S.C. § 285. Its decision could affect the perceived need for legislative revision of the standard.
The year also saw action on the continuing dispute
over the appropriate standard for review of a district
court’s claim construction ruling at the U.S. Court of
Appeals for the Federal Circuit, which has jurisdiction
over appeals in patent cases. On March 15, 2013, that
court granted a petition for en banc review of its prior case
law limiting such review. A decision is anticipated soon.
Other Federal Circuit opinions during 2013 addressed
complaints that patents lack clarity, including by affirming a summary judgment that a patent lacked enablement
under 35 U.S.C. § 112 in Wyeth v. Abbott Labs, 720 F.3d,
1380 (Fed. Cir. 2013). Another significant holding was in
Commil v. Cisco, 720 F.3d, 1361 (Fed. Cir. 2013), in which
the Federal Circuit held that evidence of an accused
inducer’s good-faith belief of invalidity may negate the
requisite intent for induced infringement, making induced
infringement cases easier to defend.
The U.S. Supreme Court also provided guidance on issues
affecting patent practice during 2013. In Gunn v. Minton, 133
S. Ct. 1059 (2013), the court held that the presence of a substantive issue of patent law did not deprive Texas state courts
of jurisdiction over legal malpractice claims. And in June, in
the closely watched Association for Molecular Pathology v. Myriad 133 S. Ct. 2107 (2013), the court held that DNA in its
naturally occurring state was not patentable, although nonnaturally occurring genetic material could be.
The filing of patent cases following the 2011 enactment of the America Invents Act continued at a substanwww.texasbar.com

tial rate, with the country’s two leading districts being the
Eastern District of Texas and the District of Delaware,
each of which had almost four times the filings of the
next-closest districts. One of the more interesting trends
during the year was a substantial decrease in the win rate
for patent holders at trial. In the Eastern District of
Texas, where just under a third of the country’s 2013
patent trials were conducted, plaintiffs won only four of
the 14 patent infringement cases tried to a verdict as of
the end of November. In contrast, the national success
rate for patent infringement cases that are tried before a
jury was 77 percent for the period from 2007 to 2012.
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PERSONAL INJURY LAW
By Rebecca Simmons and Melanie L. Fry

Unlawful Acts Doctrine
The common-law unlawful acts doctrine bars a plaintiff from recovering damages if, at the time of injury, the
plaintiff was engaged in an illegal act that contributed to
the injury. In Dugger v. Arredondo, 408 S.W.3d 825 (Tex.
2013), the Texas Supreme Court held that this commonlaw doctrine is not available as an affirmative defense in
personal injury and wrongful death cases because it cannot coexist with the proportionate responsibility scheme
in Chapter 33 of the Civil Practice and Remedies Code.1
Health Care Claims
Several procedural questions relating to the Texas Medical Liability Act were resolved this year. In Certified EMS
v. Potts, 392 S.W.3d 625 (Tex. 2013), the Texas Supreme
Court held that a claimant need not provide an expert
report under the TMLA for each pleaded liability theory.2
Specifically, when a health care liability claim involves a
vicarious liability theory, an expert report adequate to the
employee is sufficient to implicate the employer’s conduct.3
Relying on Section 74.351(a) of the TMLA, the court
held that if the report satisfies the requirements of one theory, it entitles the claimant to proceed with a suit against
the implicated physician or health care provider.4
In CHCA Woman’s Hospital v. Lidji, 403 S.W.3d 228
www.texasbar.com/tbj

(Tex. 2013), the court held that a claimant’s nonsuit of a
health care liability claim tolls the expert report period
until the suit is refiled. The Lidjis filed suit against the
hospital for injuries stemming from their daughter’s premature birth on April 2, 2009. On July 27, 2009 (116
days later), they nonsuited their claim. More than two
years later, they filed a new lawsuit against the hospital
and served their expert report on the same day. The hospital claimed the 120-day deadline to serve an expert
report had expired. The Lidjis responded that the time
period for serving an expert report was tolled during the
period in which the suit was not pending. Relying on the
purpose of the TMLA, the court confirmed that when a
claimant nonsuits a claim before the statutory deadline to
serve an expert report and subsequently refiles the claim,
the statutory period is tolled between the date the nonsuit was taken and the date the new lawsuit was filed.5
Defamation
In Hancock v. Variyam, 400 S.W.3d 59 (Tex. 2013),
the court provided an in-depth discussion of damages
available under defamation, per se, for the first time since
1942. Hancock, an associate professor of gastroenterology, sent a letter to several colleagues and to an agency
evaluating the gastroenterology department’s application
for fellowship accreditation. This letter accused Variyam,
the chief of the gastroenterology division, of lacking
veracity and speaking in half-truths. In this non-public
speech case, Variyam was awarded actual damages for
mental anguish and loss of reputation, as well as exemplary damages. Examining the historic presumption of
damages in per se defamation cases and the effect of
recent constitutional cases, the court held that awards of
presumed actual damages must be supported by evidence
and that the plaintiff must prove special damages in order
to recover them. Moreover, the plaintiff must prove by
clear and convincing evidence that the defendant published the defamatory statement with actual malice in
order to recover exemplary damages.6 The court then
turned to the defamatory statements and held that the
proper inquiry in per se defamation cases is whether a
defamatory statement accuses a professional of lacking a
peculiar or unique skill that is necessary for the proper
conduct of the profession. Statements calling a physician’s general truthfulness into question are not defamatory, per se, since “the specific trait of truthfulness is not
peculiar or unique to being a physician.”7 Because the
statements were not defamatory, per se, damages could
not be presumed and had to be proven at trial. Because
there was no evidence of mental anguish or loss of reputation, the court reversed and rendered a take-nothing
judgment.
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Noneconomic Damages
The Texas Supreme Court received national attention when it declined to permit non-economic damages
for the negligent loss of a pet. In Strickland v. Medlen, 397
S.W.3d 184 (Tex. 2013), Avery, the Medlens’ dog, was
picked up by animal control. Despite a tag on Avery’s
cage, the shelter mistakenly euthanized Avery. The
Medlens sued and sought “intrinsic value” damages since
Avery had no market value. The trial court dismissed the
suit with prejudice. The court of appeals reversed, holding that a dog owner may recover intangible loss-of-companionship damages. The Supreme Court reversed,
refusing to recognize a new common-law loss-of-companionship claim that would allow noneconomic damages for
the negligent destruction of a dog.
Notes
1.
2.
3.
4.
5.
6.
7.

Id. at 832; Tex. Civ. Prac. & Rem. Code Ann. §§ 33.
Id. at 629.
Id. at 632.
Id. at 630. Tex. Civ. Prac. & Rem. Code Ann.§§ 74.351(a).
Id. at 234.
Id. at 66.
Id. at 67.
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TAX LAW
By Christina A. Mondrik

The year 2013 brought legislative changes to the Texas
Tax Code, as well as various
case law developments in state
tax litigation.
Texas Franchise Tax
The Legislature tweaked the franchise tax to ease burdens on small businesses and other selected industries.
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The “no tax due” limitation of $1 million, indexed for
inflation, was extended for 2014 and forward, adding a
minimum $1 million deduction in computing margin to
ease the transition for businesses crossing the “no tax due”
threshold. In addition, the Legislature temporarily reduced
tax rates by 2.5 percent for 2014 and contingently by 5 percent for 2015, pending comptroller budget certifications.
The Legislature expanded eligibility for the reduced
retail/wholesale tax rate to automotive repair shops, rentto-own stores, heavy construction equipment rental
stores, and stores providing miscellaneous rentals of tools,
party and event supplies, and furniture.
Revenue exclusions expanded for the following: pharmacy network reimbursements subject to contractual
obligations;1 payments to subcontractors transporting
barite or aggregates; subcontracting payments that a taxable entity makes to nonemployees for performing landman services on its behalf; the actual cost of vaccines;
direct costs of transporting goods by waterways;2 flowthrough revenues that motor carriers derive from taxes or
fees;3 and the cost of labor, equipment, fuel, and materials
used in providing crop dusting services.4
For 2014, more industries are eligible to deduct the
cost of goods sold to compute margin. Pipeline companies
transporting product for others may deduct depreciation,
operations, and maintenance costs related to services
provided.5 Movie theaters may deduct expenses for
acquiring, producing, exhibiting, or using films or motion
pictures, including payments for usage rights.
The Legislature also added deductions and credits
associated with qualifying research and development,6
qualifying relocation costs, and certifying historic structures,7 and it extended the clean energy credit.8
In Nestle USA, Inc., et al, v. Combs,9 the Supreme
Court of Texas upheld the constitutional validity of the
franchise tax rate when applied to a combined group that
had only retail activities in-state but manufactured goods
through entities located outside Texas. Entities and combined groups engaged primarily in retail or wholesale
trade may qualify for the reduced tax rate only if their
revenues are predominately generated from goods manufactured by non-affiliates and if they do not sell utilities.
A legislative change for combined groups lets them
exclude taxable entities providing electric utilities from a
combined group that includes one or more taxable entities
that do not provide retail or wholesale electric utilities if
less than 5 percent of the combined group’s total revenue
is derived from utility sales.10 This lets groups qualify for the
reduced rate by having the utility entity report separately.
For apportionment purposes, Internet-hosting receipts
will be considered Texas gross receipts only if the customer receiving the service is located in Texas.11
www.texasbar.com

Texas Sales and Use Tax
Courts broadly applied the resale exemption, but
refund claims may be limited by 2011 changes to the
“resale” definition.
Roark Amusement & Vending LP v. Combs12 applied
the resale exemption to toys purchased for coin-operated
amusement crane machines. The taxpayer paid Texas
sales tax on its lease payments for the machines and an
annual occupation tax for each machine it owned in
Texas. Amusement services are subject to sales tax,13 but
coin-operated amusement services subject to occupation
tax are exempt.14 The court held the amusement services
were “taxable services” and applied the resale exemption
to toys that transferred as an integral part of the services.
DTWC Corp. v. Combs15 applied the resale exemption
to items placed in hotel rooms for use by guests. The
guests paid for these items when they paid to use the
hotel room. The hotel charge was subject to hotel tax,
rather than sales tax, but the court held the resale exemption applied even if sales tax was not imposed on the ultimate consumer.16
Combs v. Health Care Services Corp.17 applied the
resale exemption to tangible personal property transferred to the U.S. Department of Health and Human
Services under the Federal Acquisition Regulations18 and
services that the taxpayer directed to be performed for
the government in return for consideration.19 The court
held that the evidence was insufficient to apply the resale
exemption to leases.
Effective Oct. 1, 2011, the Legislature amended the
“resale” definition to exclude sales of tangible personal
property or taxable services to purchasers acquiring the
property or service for the purpose of performing a service
that is not taxed under sales and use tax, with exceptions
only for certain listed governmental agencies (not including HHS).
The 2013 Legislature also modified definitions of
“snacks”20 and “health care supplies”21 and added exemptions for qualifying data centers,22 offshore oil spill containment systems,23 depreciable research and development
equipment used in qualified research,24 and certain property
used to provide cable television, Internet access, or
telecommunications services.25 In addition, the Legislature
enacted a new mixed-beverage sales tax, partially replacing a portion of the mixed-beverage gross receipts tax.
Notes
1.
2.
3.
4.
5.
6.
7.

Texas Tax Code § 171.1011(g-4).
Texas Tax Code § 171.1011(v).
Texas Tax Code § 171.1011(x).
Texas Tax Code § 171.1011(w-1).
Texas Tax Code § 171.1012(k-2) and (k-3).
Texas Tax Code Chapter 171, Subchapter M.
Texas Tax Code Chapter 171, Subchapter S.
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8. Texas Tax Code Chapter 171, Subchapter L.
9. Tex. Sup. Ct. Case No. 11-0855.
10. Texas Tax Code § 171.1014(j).
11. Texas Tax Code § 171.106.
12. ___ S.W.3d ___, 56 Tex. Sup. Ct. J. 368 (2013).
13. Texas Tax Code § 151.0110.
14. Texas Tax Code §151.335.
15. ___ S.W.3d ___ (Tex. App.—Austin 2013).
16. The periods in issue in this case were before the legislative changes to
Tax Code Section 151.006(c), so that language was not considered in
connection with the case.
17. ___ S.W.3d ___ Cause No. 03-09-00617-CV and Cause No. 03-1000675-CV (Tex.App.—Austin 2011, petitions for review Nos. 11-0283
and 11-0652 before the Texas Supreme Court, affirmed in part and
remanded in part, June 7, 2013).
18. C.f. Senate Bill 1, 82nd Leg., 1st C.S., which modified the definition of
“sale for resale.”
19. Tax Code § 151.005(2).
20. (SB 1151, eff. 9/1/13).
21. (HB 3169, eff. 9/1/13).
22. (HB 1223, eff. 9/1/13).
23. (HB 1712).
24. (HB 800, eff. 1/1/14).
25. New Tax Code § 151.3186.
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TEXAS SUPREME COURT
By Scott P. Stolley and Meghan Nylin

The year 2013 was eventful for
the Supreme Court of Texas, which
welcomed a new chief justice, three
new members to the court, and some
important rules changes. The new
members were Justice Jeff Boyd, Justice
John Devine, and Justice Jeff Brown; Gov. Rick Perry
appointed longtime Justice Nathan Hecht as chief justice.
Effective March 1, 2013, the court issued controversial new
rules allowing for the dismissal of baseless causes of action and
providing for expedited handling of lawsuits in which the
plaintiff seeks monetary relief of $100,000 or less.1 Additionally, effective Jan. 1, 2014, electronic filing is required for all case
types in the Texas Supreme Court, Court of Criminal Appeals,
and appellate courts, as well as in all non-juvenile, non-criminal filings in courts in the state’s 10 most populous counties.
The court addressed a number of procedural questions
in its 2013 decisions. For example, in In re Toyota Motor
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Sales, U.S.A., Inc., the court held that an appellate court
may conduct a merits review of the reasons given for a
new-trial order.2 The court also resolved a case-law split
and held that attorneys’ fees should not be included in
determining the amount of a supersedeas bond.3
The court addressed a jurisdictional issue involving a
Texas company’s dispute with a Russian oil and gas company,4 holding that there was personal jurisdiction over
the Russian company on a misappropriation-of-trade
secrets claim because the alleged misappropriation
occurred in Texas. In contrast, it found there was no personal jurisdiction over the Russian company with respect
to a tortious-interference claim, because that claim did
not arise from the company’s contacts with Texas.
This year also brought a number of significant opinions on contractual issues. In El Paso Field Services, L.P. v.
MasTec North Am., Inc.,5 a contract provided that a contractor assumed the risk of undiscovered obstacles along a
pipeline route, but it also required the pipeline owner to
exercise due diligence to discover such obstacles. The
court concluded that the assumption-of-the-risk clause
controlled, highlighting the importance of such clauses.
Additionally, the court concluded in Dynegy, Inc. v.
Yates6 that fraudulent-inducement and breach-of-contract
claims based on an oral promise to pay the attorneys’ fees
of a company’s former officer violated the statute of
frauds, which prohibits oral promises “to answer for the
debt, default, or miscarriage of another person.”
In an important oil and gas opinion, the court held that
the exculpatory clause in the 1989 Model Form Joint Operating Agreement, which refers to an operator’s “activities
under th[e] agreement,” required a showing that the operator acted with gross negligence or willful misconduct in its
“activities” for there to be liability.7 This stands in stark contrast to prior versions of the Model Form, where the exculpatory clause was more limited and referred to “operations,”
thereby allowing breach-of-contract claims against an operator for anything outside the definition of “operations.”
Finally, in the insurance context, the court decided
Lennar Corp. v. Markel American Insurance Co.8 The
insurance policy contained a provision that the policyholder could not settle without the insurance company’s
consent. The court required the insurance company to
prove prejudice in order to invoke a defense that the policyholder settled without permission.
Notes
1. See Tex. R. Civ. P. 47, 91a, 169.
2. 407 S.W.3d 746 (Tex. 2013).
3. In re Nalle Plastics Family Limited Partnership, 406 S.W.3d 168 (Tex.
2013).
4. Moncrief Oil Int’l, Inc. v. OAO Gazprom Export LLC, --- S.W.3d ----, 56
Tex. Sup. Ct. J. 1023 (Tex. 2013).
5. 389 S.W.3d 802 (Tex. 2012).
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6. --- S.W.3d ----, 56 Tex. Sup. Ct. J. 1092 (Tex. 2013).
7. Reeder v. Wood County Energy, LLC, 395 S.W.3d 789 (Tex. 2012).
8. --- S.W.3d ----, 56 Tex. Sup. Ct. J. 893 (Tex. 2013).
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TRADEMARK LITIGATION
By Joseph F. Cleveland Jr.

A number of interesting and important trademark
cases were decided by federal courts in 2013.
In Already, L.L.C. v.
Nike, Inc.,1 the U.S.
Supreme Court decided
a trademark case having
implications far beyond
the controversy at hand.
Nike sued a competitor
for trademark infringement of its Air Force 1
shoe design.2 The competitor, in turn, filed a counterclaim seeking to invalidate
Nike’s trademark.3 Nike later sought to dismiss the entire
case by issuing a covenant not to sue.4
On appeal, the court held that Nike’s covenant not to
enforce its trademark against a competitor’s existing athletic shoe (and any future colorable imitations) moots the
competitor’s counterclaim to invalidate Nike’s trademark.5
Relying on the “voluntary cessation” doctrine, the court
held that Nike, not the competitor, bore the “formidable”
burden of proving that no case or controversy existed.6
The court held that in light of the covenant’s broad language and the fact that there was no evidence the competitor had any concrete plans to engage in conduct not
covered by the covenant, the case was moot because the
challenged conduct could not reasonably be expected to
reoccur in the future.7
In a concurring opinion, Justice Anthony M. Kennedy
noted that courts should proceed with caution before ruling that a covenant not to sue in the context of ongoing
www.texasbar.com

litigation can be used to terminate an entire case.8 Justice
Kennedy explained that placing “the formidable burden
on the party asserting mootness is one way to ensure that
covenants are not automatic mechanisms for trademark
holders to use courts to intimidate competitors without,
at the same time, assuming the risk that their trademark
will be found invalid and unenforceable.”9 The court’s
decision represents a significant victory for trademark
holders. Had the court ruled that the covenant not to sue
did not moot the competitor’s invalidity counterclaim,
trademark holders would have to take this risk into
account when filing an infringement suit because there
would be no practical means to dismiss the case without
exposure to an invalidity determination.
In Abraham v. Alpha Chi Omega,10 the 5th U.S. Circuit
Court of Appeals considered a trademark infringement
suit filed by 32 fraternity and sorority organizations
against a manufacturer of wooden paddles decorated with
the organizations’ names.11 The company manufactured
these paddles for more than 50 years without complaint.12
The jury returned a verdict in favor of the manufacturer
on its laches defense.13 The court later entered a takenothing judgment, but issued a permanent injunction
enjoining the manufacturer from future use of the
marks.14 The 5th Circuit affirmed and held that the district court properly instructed the jury on the unclean
hands and laches defenses and determined that there was
sufficient evidence to support the jury’s verdict.15 The
appeals court also concluded that because a finding of
laches alone will not bar injunctive relief, the district
court did not abuse its discretion in fashioning an injunction.16 The 5th Circuit’s decision provides an excellent
road map for jury instructions on laches and unclean
hands defenses and explains the interplay of these defenses
in a suit seeking damages and an injunction.
In Seltzer v. Green Day, Inc.,17 an artist sued the rock
band Green Day for unauthorized use of his “Scream
Icon” in a video backdrop displayed during the band’s
stage show.18 The artist sued for copyright and trademark
infringement.19 On appeal, the 9th U.S. Circuit Court of
Appeals affirmed a district court’s summary judgment dismissing the artist’s claims.20 The 9th Circuit found that
the artist’s copyright infringement claim was barred by
the fair use doctrine.21 With respect to the Lanham Act
claim, the artist contended that the placement of the
“Scream Icon” on advertisements for his appearance at
art gallery shows was sufficient to establish trademark
rights.22 The appeals court disagreed and affirmed the district court’s finding that the artist presented insufficient
evidence that the mark was used in the sale of goods or
services, or that the marks were “sufficiently public to
identify or distinguish the marked goods in an appropriwww.texasbar.com/tbj

ate segment of the public mind.”23
In Brown v. Electronic Arts, Inc.,24 Pro Football Hall of
Famer Jim Brown sued a video game manufacturer for the
use of his likeness in the Madden NFL series of football
video games, claiming a violation of section 43(a) of the
Lanham Act.25 The 9th U.S. Circuit Court of Appeals
affirmed the dismissal of Brown’s suit.26 The court ruled
that the video games were expressive works entitled to
protection under the First Amendment.27 The court
found that Brown’s image was artistically relevant to the
games and that there were no alleged facts to support
Brown’s claim that the manufacturer explicitly misled
consumers as to his involvement with the games.28 The
court concluded that the public interest in free expression outweighed the public interest in avoiding consumer
confusion.29 TBJ
Notes
1. 133 S. Ct. 721 (2013).
2. Id. at 725.
3. Id.
4. Id.
5. Id. at 729.
6. Id. at 727.
7. Id. at 729.
8. Id. at 734.
9. Id.
10. 708 F.3d 614 (5th Cir. 2013).
11. Id. at 617-18.
12. Id.
13. Id. at 619.
14. Id.
15. Id. at 620-25.
16. Id. at 625-28.
17. 725 F.3d 1170 (9th Cir. 2013).
18. Id. at 1173-74.
19. Id.
20. Id. at 1179-80.
21. Id. at 1179.
22. Id. at 1180.
23. Id.
24. 724 F.3d 1235 (9th Cir. 2013).
25. Id. at 1240.
26. Id. at 1248.
27. Id.
28. Id.
29. Id.
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