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l. INTRODUCTION

Complaint Counsel’s motion fails to meet the strict showings required for
application of offensive collateral estoppel. The motion seeks preclusion as to
abstract propositions that go beyond the fact-specific context that the Tenth Circuit
made clear was essential to its decision in 1-800 Contacts, Inc. v. Lens.com, Inc.,
722 F.3d 1229 (10th Cir. 2013). Complaint Counsel apparently seek to have the
Court hold that because 1-800 Contacts, Inc. (“1-800) lost one fact-specific
trademark case, the Court should find, based on collateral estoppel, that 1-800
would have lost every other trademark case it brought or might have brought,
including the cases that it settled. But each of those settled cases arose on its own
particular facts and Lens.com did not decide the factual issues presented in any of
those other cases.

Complaint Counsel’s effort to pre-ordain the results in cases that were never
litigated to finality is not just improper, it also is unfair. Complaint Counsel allege
that the challenged settlements “exceed the scope of any property right that 1-800
Contacts may have in its trademarks. . . .” Cmplt., § 32. Accordingly, the question
here is not whether 1-800 would win every trademark case, but whether the relief it
obtained through its settlement agreements was within the scope of the relief

available to those whose trademarks are infringed (or who are otherwise injured by
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tortious conduct). Far from proving Complaint Counsel’s allegation, Lens.com
refutes it.

The Tenth Circuit noted that “one who searches for a particular business
with a strong mark and sees an entry on the results page will naturally infer that the
entry is for that business.” 722 F.3d at 1245. This conclusion is consistent with
extensive precedent recognizing that claims challenging advertising presented in
response to searches for another firm’s trademark are proper and can be resolved
by settlements of the very form challenged here. See Raphael Decl. {1 4-9 &
Exhibits 2-40 (collecting precedents).

As such, Complaint Counsel’s antitrust challenge to 1-800’s settlements
reduces to questioning whether the settling parties should have fought on, rather
than settling, or should have negotiated for a “better deal.” But, “it is usually
unwise for courts to second-guess such decisions” because “the parties are in the
best position to determine what protections are needed and how to resolve disputes
concerning earlier trademark agreements between themselves.” Clorox Co. v.
Sterling Winthrop, Inc., 117 F.3d 50, 60 (2d Cir. 1997).

As explained below, well-settled preclusion law prevents Complaint Counsel
from using one court’s fact-specific and decades-old decision to meet their burden

of proof.
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Il.  ARGUMENT

Collateral estoppel applies only when an issue actually decided in a prior
suit is “identical in all respects” to an issue presented in the instant case. Comm’r
of Internal Rev. v. Sunnen, 333 U.S. 591, 599-600 (1948). Moreover, where, as
here, a party seeks to make offensive use of collateral estoppel, these already
stringent prerequisites must “be applied strictly.” In re Microsoft Corp. Antitrust
Litig., 355 F.3d 322, 327 (4th Cir. 2004); see also Winters v. Diamond Shamrock
Chem. Co., 149 F.3d 387, 395 n.9 (5th Cir. 1998). Even then, application of
offensive collateral estoppel is discretionary, and where it “would be unfair to a
defendant, a trial judge should not allow the use of offensive collateral estoppel.”
Parklane Hosiery Co. v. Shore, 439 U.S. 322, 331 (1979).!

Collateral estoppel should not be applied here because (1) the findings in
Lens.com were context-specific, (2) the issues from Lens.com identified for
preclusion are not identical to issues here, and (3) circumstances have changed in
material respects.

A.  The Findings in Lens.com Were Context-Specific

In Lens.com, 1-800 alleged that, between 2005 and 2007, Lens.com

! Complaint Counsel concede that collateral estoppel is not available if it would
“work an unfairness,” Mot. at 6, but offer no explanation for their assertion that
“[t]he standard unfairness claims are inapplicable here.” Id. n.30.
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infringed by causing Lens.com advertisements to be displayed in response to
searches for 1-800’s trademark. 722 F.3d at 1235-37. Although the district court
dismissed 1-800’s infringement claim on the ground that, “as a matter of law,”
such a “keyword use can generate a likelihood of confusion only in combination
with the specific language of the resulting impressions,” the Tenth Circuit,
reviewing de novo, expressly reserved decision on that issue, stating that it “need
not resolve the matter because 1-800’s direct-infringement claim fails for lack of
adequate evidence of initial-interest confusion.” 1d. at 1242-43.> The Tenth
Circuit explained that the existence of such confusion turns on multiple factors that
“depend very much on context” and noted “the danger of applying the factors
mechanically without attention to context.” Id. at 1243-44.

The Tenth Circuit acknowledged that users who clicked on a Lens.com
advertisement displayed in response to a search for 1-800’s trademark “may have
been confused into thinking that Lens.com was affiliated with 1-800.” 722 F.3d at
1244. But the Court found that, in 2005-2007, such “initial-interest confusion
occurred at most 1.5% of the time” with respect to the Lens.com advertisements
and concluded that “[t]his number cannot support an inference that Lens.com’s

keyword activity was likely to lure consumers away from 1-800.” Id. The Tenth

2 Subsequent decisions demonstrated that the District Court erred. See, e.g.,
Raphael Decl. at {1 4-9 & Exhibits 2-40.
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Circuit also held that 1-800 “presented enough evidence to support a claim of
contributory infringement” as to paid search advertisements presented by
Lens.com affiliates on Lens.com’s behalf, where the evidence showed a greater
number of consumers were affected. Id. at 1255.

Lens.com stands only for the context-specific finding that the particular
advertisements presented by Lens.com on results pages that have since changed, as
opposed to those presented by its affiliates, did not cause enough confusion to
violate the Lanham Act. That finding is specific to a particular time frame and
particular advertisements that are not at issue here. Accordingly, collateral
estoppel does not apply. Complaint counsel have not identified “an issue of fact”
in the current case that was “actually litigated and determined by a valid and final
judgment. ” Arizona v. California, 530 U.S. 392, 414 (2000); see also Postlewaite
v. McGraw-Hill, 333 F.3d 42, 48 (2d Cir. 2003) (“If an issue was not actually
decided in the prior proceeding . . . its litigation in a subsequent proceeding is not
barred by collateral estoppel.”).

B.  Complaint Counsel Have Not Sought Preclusion on Issues
Identical to Issues That Were Actually Decided in Lens.com

With its “Issue No. 1,” Complaint Counsel seeks to prevent 1-800 from
challenging the following conclusion:

“Lens.com’s Keyword Use, which resulted in the display of
advertisements that did not include Respondent’s trademark (or
variations), on search-results pages in response to user queries for

5
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Respondent’s trademark and variations thereof, was not likely to
cause consumer confusion.”

Motion, p. 6.2 But this conclusion is not “identical in all respects” to any issue
decided in Lens.com. Sunnen, 333 U.S. at 599-600. The Tenth Circuit made clear
that the existence of an actionable level of confusion turns on multiple factors that
“depend very much on context.” 722 F.3d at 1243. Complaint Counsel’s Issue
No. 1 does not incorporate any aspects of the context in which the advertisements
at issue appeared, which was critical to the findings of the Lens.com decision.
Thus, collateral estoppel must be denied.

In an effort to avoid burdening the Court, 1-800 offered to stipulate to what
the Lens.com court did find, as described above. Raphael Decl. { 3 & Exhibit 1.
However, Complaint Counsel rejected 1-800’s offer, id., insisting on seeking
estoppel as to broad, abstract propositions not identical to any issue actually
decided in Lens.com.

Complaint Counsel also seek to preclude 1-800 from contesting “Issue No.
27

“Search advertising by a contact lens retailer other than Respondent in

response to a user search for Respondent’s mark is not always or
inherently likely to cause consumer confusion.”

3 “Lens.com’s Keyword Use” is a defined term limited to the fact that “[b]etween
2005 and 2007, Lens.com bid in search advertising auctions on nine terms similar
to Respondent’s trademark “1-800 Contacts’ . ...” Mot. at 3.
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Mot. at 7.

The Tenth Circuit did not make any such general finding. It merely found,
in the fact- and advertisement-specific context presented to it, that 1-800 failed to
carry its burden of proving direct infringement, while at the same time finding that
there was a triable issue as to contributory infringement and allowing that claim to
proceed. This is quite different from Complaint Counsel’s Issue No. 2 because it is
limited to a particular fact-specific context, which Issue No. 2 is not.

Further, Issue No. 2 is unclear and imprecise. As Lens.com demonstrates, a
paid search advertisement can have the potential or be likely to confuse some
consumers even if, depending on the advertisement and the display of the results
page, it does not have widespread enough potential for a trademark plaintiff to
prevail. Complaint Counsel’s failure to distinguish between an advertisement’s
potential to confuse and the scope of the potential confusion precludes the
necessary finding that “the issues in the two cases are indeed identical.” B & B
Hardware, Inc. v. Hargis Indus., Inc., 135 S. Ct. 1293, 1306 (2015). See Offshore
Sportswear, Inc. v. Vuarnet Int’l, B.V., 114 F.3d 848, 850 (9th Cir. 1997) (party
invoking estoppel has “burden of showing with clarity and certainty what was
determined by the prior judgment.”). Indeed, any doubt about whether Issue No.2

goes beyond Lens.com’s findings must be resolved in 1-800’s favor. See United
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States v. Ruhbayan, 325 F.3d 197, 203 (4th Cir. 2003); Witkowski v. Welch, 173
F.3d 192, 206 (3d Cir. 1999); Chew v. Gates, 27 F.3d 1432, 1438 (9th Cir. 1994).

To the extent that Complaint Counsel’s point is that a trademark owner
cannot prove that each and every advertisement displayed in response to searches
for its trademarks, standing alone, creates trademark infringement liability, a
motion on that issue would be misdirected. The issue here is not whether 1-800
could have proven or should have been required to prove its underlying cases
advertisement by advertisement.

If Complaint Counsel seek to bar 1-800 from presenting evidence that all
paid search advertisements in response to a search for a trademark have some
potential to confuse, Lens.com does not support this proposition. Lens.com
expressly noted that 1-800 presented evidence consistent with the theory that users
“may have been confused into thinking that Lens.com was affiliated with 1-800,”
722 F.3d at 1244, and that “one who searches for a particular business with a
strong mark and sees an entry on the results page will naturally infer that the entry
Is for that business.” Id. at 1245. A finding here that paid search advertisements
on 1-800’s trademark have an inherent potential to confuse would not be
inconsistent with a finding that the potential confusion identified in Lens.com was
not sufficiently widespread to sustain a direct infringement claim in the particular

circumstances there. Contra Mot. at 7-8.
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Further, such a finding says nothing about whether other advertisements will
be confusing or actionable in the future. That is why, unlike in Rambus, Complaint
Counsel cannot point to any language in Lens.com that decided anything as to past,
present and future advertisements, other than those placed directly by Lens.com.
As the Federal Circuit noted when reversing a finding of collateral estoppel in a
trademark case, “the court [in the prior litigation] did not and could not decide
questions that were not before it, including the matter of usage and public
perception years into the future.” Opryland USA Inc. v. Great American Music
Show, Inc., 970 F.2d 847, 854 (Fed. Cir. 1992).

C.  Changed Circumstances Also Bar Collateral Estoppel

Complaint Counsel’s motion also must be denied because “collateral
estoppel is no defense when the controlling facts have changed in between the first
and second suits.” Tyler v. Harper, 744 F.2d 653, 657 (8th Cir. 1984);
Restatement (Second) of Judgments § 24, comment f (1980). Courts therefore
have declined to give preclusive effect to findings regarding consumer confusion

where market conditions have changed since the prior judgment.*

% See First Nat’l Bank in Sioux Falls v. First Nat’l Bank S. Dakota SPC, No. CIV.
06-4101, 2008 WL 895931, at *5 (D.S.D. Mar. 31, 2008), aff’d, 679 F.3d 763, 768
(8th Cir. 2012); Minarik Elec. Co., 223 F. Supp. 2d 334, 341 (D. Mass. 2002); Plus
Prods. v. Nat. Organics, Inc., No. CV 81-1798, 1984 WL 33, at *2 (E.D.N.Y. Feb.
3, 1984); Miss Universe, Inc. v. Kidney Found. of New York, Inc., No. 80 CIV.
5690, 1981 WL 48176, at *4 (S.D.N.Y. Feb. 26, 1981).
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Paid search advertising has changed markedly since Lens.com ran
advertisements between 2005 and 2007. As the Commission highlighted in 2013,
“[i]n recent years, the features traditional search engines use to differentiate
advertising from natural search results have become less noticeable to consumers,
especially for advertising located immediately above the natural results (‘top
ads’).” In 2016, Google observed that more than half of Google searches are
made on mobile devices, which “completely transformed how we think about and
build AdWords,” its paid search advertising platform.® And a declaration from
B i this matter explains that it has changed how it displays search
advertisements since 2009. Raphael Decl. Exhibit 41 {1 4, 16-19.

Because, as the Commission wrote, “the ways in which search engines
retrieve and present results, and the devices on which consumers view these
results, are constantly evolving,” fn. 4, supra, Lens.com’s findings may not be
mechanically applied today, let alone categorically into the future to all
advertisements on all search engines on all devices. Likelihood of confusion from

paid search advertisements is “‘an inherently factual issue that depends on the facts

® http://www.ftc.gov/sites/default/files/attachments/press-releases/ftc-consumer-
protection-staff-updates-agencys-guidance-search-engine-industryon-need-
distinquish/130625searchenginegeneralletter.pdf.

® https://adwords.googleblog.com/2016/05/ads-and-analytics-innovations-for-a-
mobile-first-world.html

10
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and circumstances in each case.”” Rosetta Stone Ltd. v. Google, Inc., 676 F.3d
144, 153 (4th Cir. 2012). “[C]are must be exercised as the determination of that
Issue may involve many factors, not all of which remain the same over a period of
time.” Old Grantian Co. v. William Grant & Sons Ltd., 361 F.2d 1018, 1022
(C.C.P.A. 1966); see also Minarik Elec. Co., 223 F. Supp. 2d at 341.

Finally, collateral estoppel does not apply because “the burden of persuasion
has shifted from the time of the first action to the second.” Artukovic v. INS, 693
F.2d 894, 898 (9th Cir. 1982); see also Medtronic, Inc. v. Mirowski Family
Ventures, LLC, 134 S.Ct. 843, 850 (2014); Restatement (Second) of Judgments
8 28. In Lens.com, 1-800 had the burden of proof in enforcing its trademark rights.
Here, by contrast, Complaint Counsel have the burden to prove that the challenged
settlements “exceed the scope of any property right that 1-800 Contacts may have
in its trademarks. . ..” Cmplt., 1 32. The fact that 1-800 lost Lens.com does not
bar 1-800 from challenging the sufficiency of Complaint Counsel’s evidence, or
Complaint Counsel’s theory of trademark law, in a case in which Complaint
Counsel now has the burden of proof.

For these reasons, Complaint Counsel’s motion should be denied.

11
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UNITED STATES OF AMERICA
BEFORE THE FEDERAL TRADE COMMISSION
OFFICE OF THE ADMINISTRATIVE LAW JUDGES

In the Matter of PUBLIC

1-800 CONTACTS, INC,, Docket No. 9372
a corporation

DECLARATION OF JUSTIN P. RAPHAEL IN SUPPORT OF
RESPONDENT’S OPPOSITION TO COMPLAINT COUNSEL’S MOTION
TO BAR PRESENTATION OF TESTIMONY AND ARGUMENTS
CONTRADICTING CERTAIN ISSUES RESPONDENT LITIGATED AND
LOST IN 1-800 CONTACTS v. LENS.COM

I, Justin P. Raphael, declare as follows:

1. | am an attorney at the law firm of Munger, Tolles & Olson LLP,
counsel for Respondent 1-800 Contacts, Inc. in this matter. | am duly licensed to
practice law before the courts of the State of California and have appeared in the
action pursuant to Rule 4.1 of the Commission’s Rules of Practice.

2. I submit this Declaration in Support of Respondent’s Opposition to
Complaint Counsel’s Motion to Bar Presentation of Testimony and Arguments

Contradicting Certain Issues Respondent Litigated and Lost in 1-800 Contacts v.

13
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Lens.com. | have personal knowledge of the facts stated in this declaration and, if
called as a witness, could competently testify to them.

3. On February 4, 2017, | e-mailed Complaint Counsel a proposed
stipulation that would resolve this motion. On February 6, 2017, Complaint
Counsel responded by e-mail rejecting the proposed stipulation. A true and correct
copy of an e-mail chain containing my February 4, 2017 e-mail and Complaint
Counsel’s February 6, 2017 response is attached as Exhibit 1.

4, Attached to this declaration as Exhibits 2 through 6 are the following
cases in which motions to dismiss claims of trademark infringement based on the
display of search-engine keyword advertisements in response to searches for
trademarked terms were denied:

a. Exhibit 2: FragranceNet.com, Inc. v. Les Parfums, Inc., No. 09-cv-
02626-JFB-ETB (Dkt. 18) (E.D.N.Y., Dec. 8, 2009);

b. Exhibit 3: LBF Travel v. Fareportal, Inc., No. 13 Civ. 9143, 2014
U.S. Dist. LEXIS 156583 (S.D.N.Y. Nov. 5, 2014);

c. Exhibit 4: j2 Glob. Commc’ns, Inc. v. Zilker Ventures, LLC, No.
CV 08-07470 SJO AJWX, 2009 WL 10290698 (C.D. Cal. Apr. 22,
2009);

d. Exhibit 5: Morningware, Inc. v. Hearthware Home Prod., Inc., 673

F. Supp. 2d 630 (N.D. 11I. 2009).

14



PUBLIC

5. Attached to this declaration as Exhibit 6 is the following case in which
a court granted a preliminary injunction on claims of trademark infringement based
on the display of search-engine keyword advertisements in response to searches for
trademarked terms:

a. Exhibit 6: Partners for Health & Home, L.P. v. Yang, No. CV 09-
07849-CBM (Dkt. 45) (C.D. Cal. Sept. 13, 2010).

6. Attached to this declaration as Exhibits 7 through 14 are the following
cases in which summary judgment brought by defendants on claims of trademark
infringement based on the display of search-engine keyword advertisements in
response to searches for trademarked terms:

a. Exhibit 7: 800-JR Cigar, Inc. v. GoTo.com, Inc., 437 F. Supp. 2d
273, 285 (D.N.J. 2006);

b. Exhibit 8: Edible Arrangements, LLC v. Provide Commerce, Inc.,
No. 14-cv-00250 (VLBY), 2016 WL 4074121 (D. Conn. July 29,
2016);

c. Exhibit 9: Google Inc. v. Am. Blind & Wallpaper, No. C 03-
5340JF(RS), 2007 WL 1159950 (N.D. Cal. Apr. 18, 2007);

d. Exhibit 10: Gravity Defyer Corp. v. Under Armour, Inc., No. LA
CV13-018942 JAK (JCGx), 2014 WL 3766724 (C.D. Cal. July 7,

2014);

15
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e. Exhibit 11: Morningware, Inc. v. Hearthware Home Prods., Inc.,
No. 09 C 4348, 2012 WL 3721350 (N.D. Ill. Aug. 27, 2012);

f. Exhibit 12: Pensacola Motor Sales v. E. Shore Toyota, LLC, No.
3:09CV571/RS-MD, 2010 WL 3781552 (N.D. Fla. Sept. 23,
2010);

g. Exhibit 13: Rosetta Stone Ltd. v. Google, Inc., 676 F.3d 144 (4th
Cir. 2012);

h. Exhibit 14: SanMedica Int’l, LLC v. Amazon.com, Inc., No. 2:13-
cv-00169-DN, 2016 WL 527055 (D. Utah Jan. 20, 2016);

I. Exhibit 15: Soaring Helmet Corp. v. Nanal, Inc., No. C09-
0789JLR, 2011 WL 39058 (W.D. Wash. Jan. 3, 2011).

7. Attached to this declaration as Exhibits 15 through 19 are the
following cases in which summary judgment brought by plaintiffs on claims of
trademark infringement based on the display of search-engine keyword
advertisements in response to searches for trademarked terms was granted:

a. Exhibit 16: FenfF LLC v. Smartthingz, Inc., No. 12-CV-14770,
2014 WL 1304779 (E.D. Mich. Mar. 28, 2014);

b. Exhibit 17: Partners for Health & Home, L.P. v. Yang, No. CV 09-

07849-CBM (DKt. 113) (C.D. Cal. Sept. 13, 2010).

16
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c. Exhibit 18: Soilworks, LLC v. Midwest Indus. Supply, Inc., 575 F.
Supp. 2d 1118, 1133 (D. Ariz. 2008) , order clarified, No. CV-06-
2141-PHX-DGC, 2008 WL 4173623 (D. Ariz. Sept. 5, 2008);

d. Exhibit 19: Storus Corp. v. Aroa Mktg., Inc., No. C-06-2454
MMC, 2008 WL 449835 (N.D. Cal. Feb. 15, 2008);

e. Exhibit 20: Zerorez Franchising Sys. v. Distinctive Cleaning, Inc.,
103 F. Supp. 3d 1032 (D. Minn. May 5, 2015).

8. Attached to this declaration as Exhibits 20 and 21 are the following
cases in which courts granted relief after trial on claims of trademark infringement
based on the display of search-engine keyword advertisements in response to
searches for trademarked terms:

a. Exhibit 21: Binder v. Disability Grp., Inc., 772 F. Supp. 2d 1172
(C.D. Cal. 2011);

b. Exhibit 22: Skydive Ariz., Inc. v. Quattrocchi, No. CV-05-2656-
PHX-MHM, 2010 WL 1743189 (D. Ariz. Apr. 29, 2010).

9. Attached to this declaration as Exhibits 23 through 40 are the
following cases in which courts granted default judgments or stipulated injunctions
pursuant to settlement agreements on claims of trademark infringement t based on
the display of search-engine keyword advertisements in response to searches for

trademarked terms:

17
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. Exhibit 23: Decoratetoday.com, Inc. v. Am. Blind & Accessory
Co., No. 01-cv-70804-DT (Dkt. 264-4) (E.D. Mich. Jan. 26, 2007);
. Exhibit 24: Eclipse Aesthetics v. Regenlab USA, LLC, No. 3:15-cv-
03748-M (Dkt. 25) (N.D. Tex. Jan. 11, 2016);

. Exhibit 25: FragranceNet.com, Inc. v. Les Parfums, Inc., No. 09-
cv-02626-JFB-ETB (Dkt. 22) (E.D.N.Y., Mar. 8, 2009);

. Exhibit 26: Glob. Tel-Link Corp. v. Jail Call Servs., LLC, No.
1:14-CV-1557, 2015 WL 1936502 (E.D. Va. Apr. 28, 2015);

. Exhibit 27: Gonzales & Gonzales Bonds & Ins. Agency, Inc. v.
Action Immigration Bonds & Ins. Servs., Inc., No. CV 10-01162
(Dkt. 15) (C.D. Cal. April 7, 2010);
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6:11-cv-00037-LED (Dkt. 29) (E.D. Tex. Jan. 23, 2012);

. Exhibit 29: Happy Feet USA, Inc. v. Serenity “2000”” Corp., No.
6:09-cv-1832 (Dkt. 22) (M.D. Fla. Mar. 16, 2010);

. Exhibit 30: J-Rich Clinic, Inc. v. Cosmedic Concepts, Inc., No. 02-
CV-74324 (Dkt. 359) (E.D. Mich. May 16, 2006);

Exhibit 31: Joshua David Mellberg, LLC v. Advanced Retirement
Income Sols., LLC, No. 12-cv-854 (Dkt. 89) (D. Ariz. Oct. 27,

2016);
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Exhibit 32: Louis Vuitton Malletier, S.A. v. Abags.co.UK, No. 14-
Civ-60288, 2015 WL 11197741 (S.D. Fla. Feb. 27, 2015);

. Exhibit 33: Lounge 22, LLC v. Brand X Furniture, No. CV 09-
3692 (Dkt. 26) (C.D. Cal. Oct. 16, 2009);

Exhibit 34: Probar, LLC v. Onebody, No. 14-cv-166 (Dkt. 18)
(M.D. Fla. Oct. 29, 2014);

. Exhibit 35: Quidgeon v. Olsen, No. 10-cv-1168, 2011 WL
1480537 (C.D. lI. Apr. 19, 2011);

. Exhibit 36: Rolex Watch U.S.A., Inc. v. Jesus Eloy Hernandez, No.
13-cv-20643-CIV (Dkt. 14) (S.D. Fla. Aug. 20, 2013);

. Exhibit 37: Transamerica Corp. v. Moniker Online Servs., LLC,
No. 09-60973-CIV, 2010 WL 1416979 (S.D. Fla. Apr. 7, 2010);

. Exhibit 38: World Entm’t, Inc. v. Brown, No. CIV.A. 09-5365,
2011 WL 2036686 (E.D. Pa. May 20, 2011);

. Exhibit 39: Weightwatchers.com, Inc. v. Diet Patch, Inc., No. CV
04-04053-LAP (Dkt. 90) (S.D.N.Y. Apr. 18, 2015);

. Exhibit 40: Young Again Prods., Inc. v. Acord, No. RWT

03CV2441 (Dkt. 264) (D. Md. Mar. 25, 2009).
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10.  Attached to this declaration as Exhibit 41 is a true and correct copy of

the Declaration of ||| GG i< February 6, 2017.

Executed on February 7, 2017, in San Francisco, California.

/s/Justin P. Raphael
Justin P. Raphael
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CERTIFICATE OF SERVICE

I hereby certify that on February 7, 2017, | filed RESPONDENT’S
OPPOSITION TO COMPLAINT COUNSEL’S MOTION TO BAR
PRESENTATION OF TESTIMONY AND ARGUMENTS
CONTRADICTING CERTAIN ISSUES RESPONDENT LITIGATED AND
LOST IN 1-800 CONTACTS v. LENS.COM using the FTC’s E-Filing System,
which will send notification of such filing to all counsel of record as well as the
following:

Donald S. Clark

Secretary

Federal Trade Commission

600 Pennsylvania Ave., NW, Rm. H-113
Washington, DC 20580

The Honorable D. Michael Chappell
Administrative Law Judge

Federal Trade Commission

600 Pennsylvania Ave., NW, Rm. H-110
Washington, DC 20580

DATED: February 7, 2017 By: _/s/ Justin P. Raphael
Justin P. Raphael

CERTIFICATE FOR ELECTRONIC FILING

| hereby certify that the electronic copy sent to the Secretary of the
Commission is a true and correct copy of the paper original and that | possess a
paper original of the signed document that is available for review by the parties
and the adjudicator.

DATED: February 7, 2017 By: _/s/ Justin P. Raphael
Justin P. Raphael
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From: Clair, Kathleen <kclair@ftc.gov>
Sent: Monday, February 06, 2017 6:44 AM
To: Raphael, Justin; Blank, Barbara; Loughlin, Chuck; Slaiman, Charlotte; Matheson, Daniel;

Green, Geoffrey; Chiarello, Gustav; Gray, Joshua Barton; Taylor, Mark; Hopkin,
Nathaniel; BC-1040-1800-Search Ad Team-DL; Brock, Thomas H.

Cc: ~800CON_FTC_ATTYS; Sean Gates <sgates@charislex.com> (sgates@charislex.com)
Subject: RE: Docket No. 9372: Complaint Counsel's Motion to Bar Presentation of Testimony
Justin,

Thank you very much for providing this suggestion. We have discussed it internally, and believe it does not accurately
reflect the scope of the estoppel effect that Lens.com has in this case.

Katie

Kathleen M. Clair

Anticompetitive Practices Division

Bureau of Competition | Federal Trade Commission
202.326.3435

From: Raphael, Justin [mailto:Justin.Raphael@mto.com]

Sent: Saturday, February 04, 2017 12:33 AM

To: Blank, Barbara; Loughlin, Chuck; Slaiman, Charlotte; Matheson, Daniel; Green, Geoffrey; Chiarello, Gustav; Gray,
Joshua Barton; Clair, Kathleen; Taylor, Mark; Hopkin, Nathaniel; BC-1040-1800-Search Ad Team-DL; Brock, Thomas H.
Cc: ~BOOCON_FTC_ATTYS; Sean Gates <sgates@charislex.com> (sgates@charislex.com)

Subject: Docket No. 9372: Complaint Counsel's Motion to Bar Presentation of Testimony

Counsel:

| write regarding Complaint Counsel’s Motion to Bar Presentation of Testimony and Arguments Contradicting Certain
Issues Respondent Litigated and Lost in 1-800 CONTACTS v. LENS.COM.

As you know from our meet-and-confer, Respondent believes that Complaint Counsel’s motion lacks merit and should
be denied. Nevertheless, to avoid burdening the Court with additional motion practice, if Complaint Counsel agree to
withdraw their motion, Respondent would agree to stipulate to the following, which properly reflects the actual findings
in Lens.com:

Based on how search engines displayed organic search results and paid search advertising in 2005 through 2007, and on
the totality of evidence before the court in the Lens.com case, the incidence of potential confusion (1.5%) from
Lens.com advertisements in those years did not support a finding that confusion was likely where the advertisements
were substantially dissimilar, were clearly labeled as advertisements, clearly identified their source, and did not include
Respondent’s trademark or variations thereof in their text.

Please let us know as soon as possible if Complaint Counsel agree to this proposal.

Best,
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Justin P. Raphael | Munger, Tolles & Olson LLP
560 Mission Street | San Francisco, CA 94105
Tel: 415.512.4085 | justin.raphael@mto.com | www.mto.com

***NOTICE™* **
This message is confidential and may contain information that is privileged, attorney work product or otherwise exempt from
disclosure under applicable law. It is not intended for transmission to, or receipt by, any unauthorized person. If you have
received this message in error, do not read it. Please delete it without copying it, and notify the sender by separate e-mail so
that our address record can be corrected. Thank you.
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Case 2:09-cv-02626-JFB-ETB Document 18 Filed 12/08/09 Page 1 of 10 PagelD #: 117

UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF NEW YORK

N2 09-CV/-2626 (JFB)(ETB)

FRAGRANCENET.COM, INC.

Plaintiff,

VERSUS

LES PARFUMS, INC., ET AL.

Defendants.

MEMORANDUM AND ORDER
December 8, 2009

JOsEPH F. BIANCO, District Judge:

Plaintiff FragranceNet.com, Inc.
(hereinafter, “plaintiff” or “FragranceNet”)
brings this action against defendants Les
Parfums, Inc., Les Perfumes, Inc.,
UltraFragrances, Inc., Ultra Fragrances, Inc.,
and UltraFragrances.com (collectively,
“defendants”), alleging that defendants’ use of
plaintiff’s trademarks constitutes trademark
infringement, trademark dilution, passing off,
and unfair competition in violation of the
Lanham Act, 15 U.S.C. § 1114, 1125(a) &
1125(c). Plaintiff also brings pendent state
claims, including: common law trademark
infringement, state law dilution, injury to
business reputation, unfair competition, unfair
and deceptive practices, misappropriation, and
unjust enrichment.

Presently before the Court is defendants’
motion to dismiss the complaint under Rule
12(b)(6) of the Federal Rules of Civil
Procedure. Specifically, defendants contend
that plaintiff’s registered trademarks -
namely, “FRAGRANCENET” and
“FRAGRANCENET.COM” - are not
protectable as a matter of law under the
trademark laws because the marks are generic.
For the reasons set forth below, the Court
denies defendants’ motion to dismiss.
Although the Second Circuit has in rare
circumstances (in the context of publication
titles) held that the question of whether a
trademark is generic could be decided at the
motion to dismiss stage, this case is not one of
those extraordinary circumstances. The
determination of whether
“FRAGRANCENET” and
“FRAGRANCENET.COM” are generic
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marks will require a fact-specific inquiry that
is inappropriate at the motion to dismiss stage.
Plaintiff alleges that its trademarks are
registered and, thus, there is a presumption
that the mark is not generic. There is
absolutely nothing in the pleadings to
conclude, as a matter of law, that defendants
have overcome this presumption. In short,
plaintiff has asserted plausible claims under
the trademark laws that survive a motion to
dismiss. Moreover, the Court declines to
convert the motion to dismiss into a motion
for summary judgment because defendants
have submitted no evidence outside the
pleadings for the Court to consider and, in any
event, plaintiffis entitled to conduct discovery
before making its presentation of evidence in
response to any potential summary judgment
motion. Accordingly, the motion is denied in
its entirety.

|. BACKGROUND
A. Facts

The following facts are taken from the
complaint (“Compl.”), which the Court
assumes to be true for the purposes of
deciding this motion. The Court construes the
facts in the light most favorable to plaintiff,
the non-moving party. See, e.g., Leibowitz v.
Cornell Univ., 584 F.3d 487, 492 (2d Cir.
2009).

Plaintiff FragranceNet is a Delaware
corporation with its principal place of
business in Hauppauge, NY. (Compl. 7.)
Since January 1997, plaintiff has owned and
operated an online retail store that sells
perfume and related products at
www.fragrancenet.com. (Compl. 11 2, 13.)
Plaintiff’s trademarks, FRAGRANCENET
and FRAGRANCENET.COM, are registered,
and plaintiff has used those marks in

connection with its sale and marketing of
perfume and related products online since
January 27, 1997. (Compl. Y 14, 15)
Plaintiff has sold millions of dollars of
merchandise through its website, which
accepts orders directly from customers.
(Compl. 1 16.) Over the past twelve years of
operation, plaintiff has established a
reputation for high-quality retail sales and
customer services under its marks. (Compl. |
17.) There is customer recognition of these
marks, and the marks have acquired a
substantial level of goodwill. (1d.)

The instant action arises out of
defendants’ bidding on, purchasing, and using
certain keywords, including plaintiff’s
trademarks, in Google’s AdWords program,
with the knowledge that doing so would result
in defendants’ links appearing as “Sponsored
Links” when a consumer types
“fragrancenet,” “fragrancenet.com” or other
variations of FragranceNet’s mark into an
Internet keyword search on Google. (Compl.
f 3.) The AdWords Program by Google
allows advertisers to bid on particular
keywords that apply to their websites.
(Compl. § 19.) Advertisers may specify
whether keywords should be applied as a
“broad match,” *“phrase match,” *“exact
match,” or “negative match.” When an
advertiser bids on a “broad match,” its link
will appear when a search is conducted for
that keyword, its plural forms, its synonyms,
or phrases similar to the word. (Compl. §20.)
When an advertiser bids on a “phrase match,”
its link will appear when a user searches for a
particular phrase, even if that phrase is used in
combination with other words. (Compl. §21.)
An “exact match” will display the advertiser’s
link only when the exact phrase bid on is
searched on Google. (Compl. § 22.) A
“negative match” bid allows an advertiser to
ensure that its link does not appear when



PUBLIC

Case 2:09-cv-02626-JFB-ETB Document 18 Filed 12/08/09 Page 3 of 10 PagelD #: 119

certain terms are searched. (Compl. 1 23.)
Sponsored Links appear on the top and right
side of the search results screen. (Compl. 1
18, 25.)

According to plaintiff, defendants bid on
certain keywords, including plaintiff’s
trademarks, to cause their links to appear as
“Sponsored Links” on Google when a search
for “FRAGRANCENET” or
“FRAGRANCENET.COM” is performed.
(Compl. 11 18, 24, Ex. A.) As a result,
defendants’ links would appear on the top and
right side of the search results screen when a
search for plaintiff’s trademarks was
performed. (Compl. 11 18, 24, Ex. A.)

Plaintiff alleges that it demanded that
defendants discontinue all further use of
plaintiff’s marks and asked that defendants
bid on plaintiff’s marks as a “negative match”
to prevent defendants’ links from appearing as
results when plaintiff’s marks are searched on
Google. (Compl. § 25.)  According to
plaintiff, defendants refused to do either and
have continued to use plaintiff’s trademarks
without permission. Plaintiff further alleges
that defendants have generated substantial
revenue and benefits from this use. (Compl.
11 4, 26.) Plaintiff claims that this practice
has caused confusion among consumers and
that plaintiff has suffered irreparable harm as
a result of defendants’ use of its trademarks.
(Compl. 11 4, 31.)

B. Procedural History

On June 19, 2009, plaintiff filed the
instant complaint against defendants. By
letter dated September 3, 2009, defendants
indicated their intention to move for dismissal
of the complaint for failure to state a cause of
action upon which relief can be predicated.
On September 30, 2009, defendants filed their

motion to dismiss. Plaintiff filed opposition
papers on October 30, 2009, and defendants
filed their reply on November 6, 2009. Oral
argument was heard on December 2, 2009.
The Court has fully considered the
submissions of the parties.

I1. STANDARD OF REVIEW

In reviewing a motion to dismiss pursuant
to Federal Rule of Civil Procedure 12(b)(6),
the Court must accept the factual allegations
set forth in the complaint as true and draw all
reasonable inferences in favor of the plaintiff.
See Cleveland v. Caplaw Enters., 448 F.3d
518, 521 (2d Cir. 2006); Nechis v. Oxford
Health Plans, Inc., 421 F.3d 96, 100 (2d Cir.
2005). The plaintiff must satisfy “a flexible
‘plausibility standard.”” Igbal v. Hasty, 490
F.3d 143, 157 (2d Cir. 2007), rev’d on other
grounds sub nom. Ashcroft v. Igbal, --- U.S.
----, 129 S. Ct. 1937, 173 L. Ed. 2d 868
(2009). “[O]nce a claim has been stated
adequately, it may be supported by showing
any set of facts consistent with the allegations
in the complaint.” Bell Atl. Corp. v. Twombly,
550 U.S. 544, 563 (2007). The Court,
therefore, does not require “heightened fact
pleading of specifics, but only enough facts to
state a claim to relief that is plausible on its
face.” Id. at 570.

The Supreme Court recently clarified the
appropriate pleading standard in Ashcroft v.
Igbal, setting forth a two-pronged approach
for courts deciding a motion to dismiss. ---
U.S. ----, 129 S. Ct. 1937, 173 L. Ed. 2d 868
(2009). The Courtinstructed district courts to
first “identify[ ] pleadings that, because they
are no more than conclusions, are not entitled
to the assumption of truth.” 129 S. Ct. at
1950. Though “legal conclusions can provide
the framework of a complaint, they must be
supported by factual allegations.” Id.
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Second, ifacomplaint contains “well-pleaded
factual allegations, a court should assume
their veracity and then determine whether they
plausibly give rise to an entitlement to relief.”
Id. “A claim has facial plausibility when the
plaintiff pleads factual content that allows the
court to draw the reasonable inference that the
defendant is liable for the misconduct alleged.
The plausibility standard is not akin to a
‘probability requirement,” but it asks for more
than a sheer possibility that a defendant has
acted unlawfully.” Id. at 1949 (quoting and
citing Twombly, 550 U.S. at 556-57) (internal
citations omitted).

I11. DisCUSSION

Plaintiff alleges that defendants knowingly
and willfully infringed plaintiff’s trademarks
by bidding on, purchasing, and using
keywords, including plaintiff’s trademarks, in
Google’s AdWords program. Plaintiff also
alleges that defendants know that their actions
will cause defendants’ links to appear as
search results when consumers search for
“FRAGRANCENET” or
“FRAGRANCENET.COM.” Plaintiff further
alleges that this has caused confusion or
mistake as to the origin, sponsorship, or
approval of defendants’ services.! Plaintiff

! In Rescuecom Corp. v. Google Inc., 562 F.3d
123 (2d Cir. 2009), the Second Circuit held,
clarifying the decision in 1-800 Contacts, Inc. v.
WhenU.com, Inc., 414 F.3d 400 (2d Cir. 2005),
that the alleged use of a competitor’s name as a
keyword in connection with the advertising
program of an internet search engine constituted a
“use” under the Lanham Act. See Rescuecom
Corp., 562 F.3d at 130 (“We did not imply in 1-
800 that an alleged infringer’s use of a trademark
in an internal software program insulates the
alleged infringer from a charge of infringment, no
matter how likely the use is to cause confusion in
the marketplace. If we were to adopt Google and

has also included as an exhibit to its complaint
screenshots that depict defendants’ links
appearing as Sponsored Links when plaintiff’s
trademarks are searched on Google. (Compl.
Ex. A))

Defendants argue that plaintiff’s
trademarks are not protectable, as a matter of
law, because plaintiff’s marks are generic.
Defendants further argue that plaintiff’s marks
lack distinction, and that even if they had
secondary meaning, they would still be
generic.? Essentially, the core of defendants’
argument is that plaintiff cannot sue for the
protection of its trademarks because its marks
are generic and, therefore, not protectable.
Defendants do not argue that plaintiff’s
pleadings are insufficient on their face; rather,
defendants argue that plaintiff does not have
a protectable trademark. As discussed below,
the Court holds that it is inappropriate to
determine whether plaintiff’s marks are
generic at the motion to dismiss stage in this
particular case because, viewing the facts
alleged in a light most favorable to plaintiff,
plaintiff has adequately stated plausible
trademark claims in its complaint.

A generic word cannot be validly

its amici’s argument, the operators of search
engines would be free to use trademarks in ways
designed to deceive and cause consumer
confusion. This is surely neither within the
intention nor the letter of the Lanham Act.”)
(footnote omitted).

2 Although defendants’ brief made a passing
reference that seemed to implicitly suggest that,
even if plaintiff’s marks were descriptive, they
could not survive a motion to dismiss (see Defs.’
Mem. of Law at 8), counsel for defendants
confirmed at oral argument that defendants are
arguing that the claims should be dismissed on
the grounds that the marks are generic.
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registered as a trademark. CES Publ’g Corp.
v. St. Regis Publ’ns, Inc., 531 F.2d 11, 13 (2d
Cir. 1975); see also 815 Tonawanda Street
Corp. v. Fay’s Drug Co., 842 F.2d 643, 647
(2d Cir. 1988) (“Generic terms are not entitled
to any common-law trademark protection, nor
may they be registered under the Lanham
Act.”). The classification of a mark is based
on how the purchasing public for the
particular good perceives the mark.
Courtenay Commc’ns Corp. v. Hall, 334 F.3d
210, 215 (2d Cir. 2003). Accordingly, the
classification of a trademark as generic,
descriptive, suggestive, or arbitrary, which is
a requisite determination for a trademark
infringement claim, is a factual determination.
Id.; accord Textile Deliveries v. Stagno, No.
90 Civ. 2020, 1990 U.S. Dist. LEXIS 13309,
at *14 (S.D.N.Y. Oct. 9, 1990), aff’d, 52 F.3d
46 (2d Cir. 1995). To find that a trademark is
generic, a court must determine the
significance of the mark in the minds of the
public: “[A] mark is not generic merely
because it has some significance to the public
as an indication of the nature or class of an
article. In order to become generic the
principal significance of the word must be its
indication of the nature or class of an article,
rather than an indication of its origin.”
King-Seeley Thermos Co. v. Aladdin Indus.,
Inc., 321 F.2d 577, 580 (2d Cir. 1963)
(quoting Feathercombs, Inc. v. Solo Products
Corp., 306 F.2d 251, 256 (2d Cir. 1963)).

When a trademark has been registered, it
is presumed not to be generic. Reese Pub.
Co. v. Hampton Int’l Commc’ns, Inc., 620
F.2d 7, 11 (2d Cir. 1980) (“If a mark has been
registered with the United States Patent and
Trademark Office, the defendants in an
infringement action do bear the burden of
overcoming the presumption that the mark is
notgeneric.”). Thus, the party challenging the
validity of aregistered trademark must present

evidence sufficient to overcome the
presumption that the trademark is valid. In
making this determination regarding a mark’s
understanding in the consuming public, the
Second Circuit has articulated a non-
exhaustive list of competent sources that can
be considered, “including consumer surveys,
testimony of consumers or trade professionals,
dictionary definitions, uncontested usage of
the mark by competitors to describe their
products, generic usage in newspaper and
magazine articles, and generic usage by the
proponent of the trademark.”  Jewish
Sephardic Yellow Pages, Ltd. v. DAG Media,
Inc., 478 F. Supp. 2d 340, 360 (E.D.N.Y.
2007) (citations omitted).

In the instant case, the Court concludes
that the question of whether FragranceNet’s
registered trademarks are generic is a fact-
specific inquiry that is inappropriate for
determination on a motion to dismiss. In
order to analyze that issue in the instant case,
the Court would have to determine whether, in
the minds of the public, the primary
significance of the terms
“FRAGRANCENET?” and
“FRAGRANCENET.COM?” is a website that
sells various types of perfumes and related
products. “Given the statutory presumption of
validity accorded to registered marks,” the
determination of the primary significance of
plaintiff’s marks in the minds of the public
requires additional evidence that is not
currently before the Court, which could
include *“consumer surveys, dictionary
definitions, newspapers and other
publications, generic use by competitors,
testimony of lexicographers, generic use of
the term by [the] mark’s owner, and use of the
term by third parties in trademark
registrations.” Frito-Lay, Inc. v. Bachman
Co., 704 F. Supp. 432, 440 (S.D.N.Y. 1989).
Defendant has not submitted any evidence on
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this issue, and the determination of this
specific issue is inappropriate for a motion to
dismiss. See, e.g., Courtenay Commc’ns
Corp., 334 F.3d at 215 (“Itis usually true that
the classification of a mark is a factual
question, and that the question turns on how
the purchasing public views the mark. The
pleadings and documents necessarily relied
upon by plaintiff’s complaint, which were all
that the district court could rightfully consider
in deciding the motion to dismiss for failure to
state a claim, are insufficient for determining
the critical fact of how the public views [a]
mark.”); Fine Foods Int’l, L.P. v. N. Am. Fine
Foods, Inc., No. 99-CV-1062, 1999 WL
1288681, at *10 (E.D.N.Y. Nov. 12, 1999)
(“[D]efendants’ arguments regarding the
strength of the mark fail . . . because whether
a trademark is generic or descriptive is a
question of fact not properly determined by
examining the pleadings alone.”); see also
North Forest Dev., LLCv. Walden Ave. Realty
Assocs., LLC, No. 06-CV-378A, 2007 WL
2295808, at *4 (W.D.N.Y. Aug. 9, 2007). In
short, it is simply too early in the case for the
Court to determine whether plaintiff’s
trademarks are generic. Asthe Second Circuit
has noted, the proper inquiry on a motion to
dismiss is “not whether a plaintiff will
ultimately prevail but whether the claimant is
entitled to offer evidence to support the
claims.” See Villager Pond, Inc. v. Town of
Darien, 56 F.3d 375, 378 (2d Cir. 1995)
(citation and internal quotation omitted).
Here, plaintiff has asserted plausible claims
that survive a motion to dismiss based upon
the allegations in the complaint.

Furthermore, the Court declines to convert
this motion to dismiss into a motion for
summary judgment. As a threshold matter,
defendant has not submitted any evidence to
the rebut the presumption that the registered
marks are not generic. Thus, there is nothing

for the Court to consider, in terms of evidence
from the defendants, if it were to convert the
motion to dismiss into a summary judgment
motion. In any event, even if defendants had
submitted evidence on this issue or wish to
submit evidence on this issue, conversion at
this juncture is unwarranted. Both parties
should be afforded an opportunity to conduct
appropriate discovery before making any
factual submissions on a motion for summary
judgment. See, e.g., Greenlight Capital, Inc.
v. GreenLight (Switzerland) S.A., No. 04 Civ.
3136 (HB), 2005 WL 13682, at *9 (S.D.N.Y.
Jan. 3, 2005) (“The burden is on [plaintiff] to
prove that [its] mark is not generic. As
[plaintiff] has not had the opportunity to
submit proof showing the mark is descriptive,
the Court only needs to determine if they have
alleged that “‘green light” is a descriptive term.
[Plaintiff] meets this criteria, as it has alleged
that it holds a valid U.S. trademark for the
name “green light.” The Court declines to
convert this motion to dismiss into a motion
for summary judgment and thus will not
consider the documents [defendant] has
appended to its motion papers purportedly to
document the generic nature of the term
‘green light.”” (internal citations omitted)).
Thus, to the extent that defendants ask the
Court to convert the motion to dismiss to
summary judgment, the Court declines in its
discretion to do so.

Although defendants cite to several cases
to support their position that the Court should
decide this issue at the motion to dismiss
stage, this Court finds those cases inapposite
to the circumstances here. First, defendants
cite CES Publishing Corp. v. St. Regis
Publications, Inc.,531 F.2d 11 (2d Cir. 1975),
for the proposition that a court may dismiss a
complaint for trademark infringement when
the plaintiff’s trademark is generic. However,
the Court notes that there are several
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differences between that case and the instant
case. First, the opinion in CES Publishing
discusses the particular issue of whether the
title of a periodical is a valid trademark. 1d. at
13-16. Asdiscussed in more detail below, the
Second Circuit has issued several opinions
pertaining to this particular trademark issue,
involving publication titles. However, evenin
those publication title cases, the Second
Circuit has made clear that “it is usually true
that the classification of a mark is a factual
question.” Courtenay Commc’ns Corp., 334
F.3d at 215 (citation and internal quotations
omitted) (reversing district court and holding
that whether the composite “iMarketing
News” mark was generic presented a factual
issue that could not be resolved on a motion to
dismiss). Furthermore, in CES Publishing,
the Second Circuit had an evidentiary record
before it because the case involved a motion
to dismiss that was filed in conjunction with a
motion for a preliminary injunction; in the
instant case, this Court lacks an evidentiary
record regarding the public’s perception of
plaintiff’s trademarks. Specifically, in CES
Publishing, in support of its motion to
dismiss, the defendant submitted an affidavit
attesting that a number of other companies
used the same words in their publication titles
as the plaintiff used in its trademark. Id. at
12-13. The affidavit also alleged that the
generic nature of the title was illustrated in
advertisements, personnel listings, news
articles, and other articles written about the
industry. Id. at 13. Here, defendants have not
submitted factual support for their contention
that the marks “FRAGRANCENET” and
“FRAGRANCENET.COM” are generic.

They have provided no facts about the online
perfume sales industry. Instead, defendants
rely primarily on citations to cases involving
different types of products to support their
proposition that plaintiff’s mark is not
protectable.  Accordingly, unlike in CES

Publishing, there is absolutely no evidentiary
record in the instant case from which the
Court could find that defendants have rebutted
the presumption afforded to registered
trademarks and demonstrated, as a matter of
law, that the marks are generic.

For similar reasons, defendants’ reliance
on Reese Publishing v. Hampton International
Communications, 620 F.2d 7 (2d Cir. 1980) is
misplaced. In Reese, which also involved the
validity of a trademark on a periodical title,
“[t]he district court consolidated the trial on
the merits with the hearing on appellant’s
motion for a preliminary injunction .. ..” Id.
at12. Accordingly, an evidentiary record was
established before the court ruled on whether
the plaintiff’s trademark was generic. Id. at
11 (“In any event, there was sufficient
evidence in the record to support the district
court’s conclusion that Reese’s mark was
generic.”) Furthermore, unlike
FragranceNet’s marks, the mark used by the
plaintiff in Reese was not registered. Id.
(“[WI]here, as here, the mark is not registered,
this presumption of validity does not come
into play. Instead, the burden is on plaintiff
to prove that its mark is a valid trademark . . .
.7 (citations omitted)).

In their reply, defendants also rely on
Energy Intelligence Group, Inc. v. UBS
Financial Services, Inc., No. 08 Civ. 1497
(DAB), 2009 U.S. Dist. LEXIS 48495
(S.D.N.Y. May 22, 2009). However, that
non-binding case is similarly distinguishable
from the instant case. In Energy Intelligence
Group, the district court granted a motion to
dismiss based on its finding that the plaintiff’s
trademark for a publication — namely, “THE
OIL DAILY” - although registered, was
generic. Id. at *14-15. However, like CES
Publishing Corp. and Reese Publishing, that
case involved a determination of whether a
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periodical title was generic or not. Id. at *11-
15. The court in Energy Intelligence Group
explicitly based its holding on the narrow line
of Second Circuit cases that have held that a
periodical title that simply refers to the name
of the industry and how often the periodical is
distributed is generic as a matter of law. Id. at
*11-15 (discussing Abercrombie & Fitch Co.
v. Hunting World, Inc., 537 F.2d 4 (2d Cir.
1976); Reese Publ’g Co. v. Hampton Int’l
Commc’ns, Inc., 620 F.2d 7 (2d Cir. 1980);
CES Publ’g Corp. v. St. Regis Publ’ns, Inc.,
531 F.2d 11 (2d Cir. 1975)). As a threshold
matter, this Court is dealing not with a
periodical, but with a service.  More
importantly, even extending the rationale of
CES Publishing and Energy Intelligence
Group in connection with periodicals to
products, the registered marks at issue here
consist of two terms “fragrance” and “net”
that are independent of the “.com” that would
be used for the internet site. The Court
declines to conclude that it is implausible, as
a matter of law, that these terms used in
combination could, at a minimum, be
“descriptive” under the trademark laws. See,
e.g., McSpadden v. Caron, No. 03-CV-6285
CJS, 2004 WL 2108394, at *13 (W.D.N.Y.
Sept. 20, 2004) (holding that
“usamedicine.com” in connection with *a
website selling prescription drugs, or
medicine, primarily to persons in the United
States of America, also known as the U.S.A.”
to be descriptive).  Thus, under these
circumstances, the Court does not consider the
registered marks at issue here to be analogous
to “THE OIL DAILY,” such that it can be
determined to be generic as a matter of law at
the motion to dismiss stage.

This Court’s conclusion is consistent with
the decisions of numerous other courts in
analogous circumstances that have held that
the determination of whether a product’s mark

is generic could not be decided at the motion
to dismiss stage. See, e.g., Courtenay
Commc’ns Corp., 334 F.3d at 215; Conn.
Cmty. Bank v. Bank of Greenwich, No. 06-cv-
1293 (JBA), 2007 WL 1306547, at *2 (D.
Conn. May 3, 2007); North Forest Dev., LLC,
2007 WL 2295808, at *4; Greenlight Capital,
Inc., 2005 WL 13682, at *9; Novak v.
Overture Servs., Inc., 309 F. Supp. 2d 446,
458 (E.D.N.Y. 2004); Fine Foods Int’l, L.P.,
1999 WL 1288681, at *10. In fact, at oral
argument, both sides stated that, based upon
their research (which is consistent with the
Court’s independent research), they were
aware of no case ever in this Circuit where a
court has, at the motion to dismiss stage,
lacking an evidentiary record, dismissed a
trademark claim on the grounds that a
registered product or service name (as
opposed to a publication title) was generic as
a matter of law. None of the cases cited by
defendants in their brief involved dismissal of
the trademark claims for a product on grounds
that its mark was generic at the motion to
dismiss stage.> The reason for this lack of
case authority to support the defendants’
position is clear — the determination of
whether a product’s mark is generic involves

® For example, defendants rely heavily on
Interstate Net Bank v. NetB@nk, Inc., 221 F.
Supp. 2d 513 (D.N.J. 2002), which held that the
trademark “NETBANK” was generic, to support
their contention that plaintiff’s combination of the
terms “fragrance” and “net” is similarly generic.
However, that case, which is not controlling on
this Court, involved a motion for summary
judgment that occurred after discovery and that
was decided based on extensive evidence before
the court at that time. Id. at 516, 521-22, 524.
Moreover, as discussed infra, the Court must
examine plaintiff’s mark in its entirety, rather than
breaking it down into its component parts. Toys
‘R’ Us, Inc. v. Canarsie Kiddie Shop, Inc., 559 F.
Supp. 1189, 1196 (S.D.N.Y. 1983).
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adetermination of “how the purchasing public
for the particular good perceives the mark.”
Hearts on Fire Co., LLC. v. L C Int’l Corp.,
No. 04 Civ. 2536 (LTS)(MHD), 2004 WL
1724932, at *3 (S.D.N.Y. July 30, 2004)
(citing Courtenay Commc’ns Corp., 334 F.3d
at 215) (emphasis added); see also
King-Seeley Thermos Co., 321 F.2d at 580
(holding that to determine whether trademark
is generic, a court must determine the
“principal significance of the word . . . [in] its
indication of the nature or class of an article,
rather than an indication of its origin.”
(emphasis added)). Thus, except perhaps in
some extraordinary circumstances not present
here, that type of determination cannot be
made on a motion to dismiss without an
evidentiary record. See, e.g., Courtenay
Commc’ns Corp., 334 F.3d at 214 (“CCC’s
complaint alleged, inter alia, that CCC
established ‘iMarketing News’ as a trademark
for its product; that defendants’ use of CCC’s
mark injures the reputation that Plaintiff and
iMarketing News have established; and that
‘iMarketing News’ was associated with
Plaintiff’s publication. Although imprecise,
these allegations, viewed in a light most
favorable to plaintiff, are sufficient to allege
that the mark is distinctive, either inherently
(e.g., if it was found to be suggestive in the
minds of the public) or otherwise (i.e., if it
was found to be descriptive and to have
acquired secondary meaning), rather than
generic (i.e., if it were found to refer to a
genus of products rather than a particular
producer’s product), and therefore protectable
under trademark law.”) (internal quotations
and citations omitted).

Defendants also attempt to prove that the
marks “FRAGRANCENET” and
“FRAGRANCENET.COM” are generic by
breaking each mark down into its component
parts and alleging that each of those parts

individually are generic: “fragrance,” “net,”
and “.com.” However, a “mark must be
evaluated by examining the mark in its
entirety, rather than breaking down its
component parts.” Toys ‘R’ Us, Inc. v.
Canarsie Kiddie Shop, Inc., 559 F.Supp.
1189, 1196 (S.D.N.Y. 1983) (citations
omitted).  Thus, as noted above, the
component parts of the registered marks at
issue in this case must be analyzed in their
entirety and, given the marks at issue, such a
determination cannot be made at the motion to
dismiss stage.

Finally, defendants argue that the
plaintiff’s marks lack distinction and that the
genericness of plaintiff’s marks cannot be
cured with claims of secondary meaning.
Although defendants correctly note that the
extistence of secondary meaning cannot
transform a generic term into a protectable
trademark, Abercrombie & Fitch Co. v.
Hunting World, Inc., 537 F.2d 4, 9 (2d Cir.
1976), these arguments presume that
plaintiff’s marks are otherwise generic.
Accordingly, since the Court has already
concluded that such a determination cannot be
made at this stage in this case, the Court
declines to address these other arguments at
this time. See Courtenay Commc’ns Corp.,
334 F.3d at 217; see also Andy Warhol
Enters., Inc. v. Time, Inc., 700 F. Supp 760,
768 (S.D.N.Y. 1988) (citation omitted)
(“[D]istinctive trademarks are those which are
unique and which are not generic or
descriptive.”).

In sum, plaintiff’s complaint alleges that
plaintiff owns registered trademarks in
“FRAGRANCENET?” and
‘FRAGRANCENET.COM.” (Compl. 14.)
Plaintiff also alleges that it has used those
marks in connection with its online sale of
perfume and related products since January
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1997, and has received substantial recognition * ok o*

and goodwill among consumers. (Compl. 1

13-16.) Plaintiff claims that defendants have The attorney for plaintiff is Robert L.
used those marks in connection with Google’s Sherman of Paul, Hastings, Janofsky, &
AdWords program without plaintiff’s Walker, LLP, 75 East 55th Street, New York,
permission, and that defendants’ use has NY 10022. The attorney for defendants is
damaged plaintiff’s business and caused Noah Shube, 434 Broadway, Sixth Floor, New
confusion and mistakes among consumers. York, NY 10013.

(Compl. 9 18, 24-26, 31.) The Court
concludes that plaintiff’s complaint has set
forth “enough facts to state a claim to relief
that is plausible on its face.” Bell Atl. Corp.,
550 U.S. at 570. Accordingly, defendants’
motion to dismiss is denied.

IV. CONCLUSION

For the foregoing reasons, defendants’
motion to dismiss is denied. Defendants are
directed to file an answer within twenty days
of this Memorandum and Order, and the
parties are directed to proceed with discovery
in accordance with the direction of Magistrate
Judge Boyle.

SO ORDERED.

JOSEPH F. BIANCO
United States District Judge

Dated: December 8, 2009
Central Islip, New York
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NEW YORK

2014 U.S. Dist. LEXIS 156583

November 5, 2014, Decided
November 5, 2014, Filed

CASE SUMMARY:

OVERVIEW: HOLDINGS: [1]-An online discount
travel services business sufficiently pleaded a trademark
infringement claim under 8 32 of the Lanham Act, 15
U.SC.S §1114, against competitors requirement because
the business alleged the competitors purchased the
business's trademarks as keywords from a search engine,
which led to the competitors advertisements being
displayed on the search results pages for the business
keywords in such a way as to confuse online customers,
and the competitors purchase of the businesss
trademarks as search engine keywords was a "use in
commerce” under the Lanham Act; [2]-The business
failed to sufficiently plead claims under N.Y. Gen. Bus.
Law 88 349 or 350 because the businesss alegations
regarding the competitors conduct did not indicate any
risk to the public's health or safety or any harm to the
public interest as required under 88 349 or 350.

OUTCOME: Magistrate recommended granting motion
in part and denying motion in part.

L exisNexis(R) Headnotes

Civil Procedure > Pleading & Practice > Defenses,

Demurrers & Objections > Failuresto State Claims
[HN1] A party may move to dismiss pursuant to Fed. R.
Civ. P. 12(b)(6) where the opposing party's pleading fails
to state a claim upon which relief can be granted. While a
court must accept as true all of the allegations contained
in a complaint, that principle does not apply to lega
conclusions. In other words, threadbare recitals of the
elements of a cause of action, supported by mere
conclusory statements, do not suffice, and thus, a court's
first task is to disregard any conclusory statements in a
complaint.

Civil Procedure > Pleading & Practice > Defenses,
Demurrers & Objections > Failuresto State Claims
Civil Procedure > Pleading & Practice > Pleadings >
Complaints > Requirements

[HN2] A court must determine if a complaint contains
"sufficient factual matter" which, if accepted as true,
states a claim that is plausible on its face. A claim has
facial plausibility when the plaintiff pleads factual
content that alows the court to draw the reasonable
inference that the defendant is liable for the misconduct
alleged. The plausibility standard is not akin to a
probability requirement, but it asks for more than a sheer
possibility that a defendant has acted unlawfully. Where
the well-pleaded facts do not permit the court to infer
more than the mere possibility of misconduct, a
complaint is insufficient under Fed. R. Civ. P. 8(a)
because it has merely "alleged" but not "shown" that the
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pleader is entitled to relief.

Civil Procedure > Pleading & Practice > Defenses,
Demurrers & Objections > Failuresto State Claims
[HN3] A motion to dismiss must be decided based on the
alegations of the complaint or on documents that are
attached to the complaint, incorporated in it by reference,
or that are otherwise integral to the allegations.

Trademark Law > Trademark Counterfeiting Act >
Civil Actions > General Overview

Trademark Law > Federal Unfair Competition Law >
False Advertising > General Overview

Trademark Law > Federal Unfair Competition Law >
Lanham Act > Scope

Trademark Law > Likelihood of Confusion > General
Overview

[HNA4] Section 32(1)(a) of the Lanham Act, 15 U.SC.S. §
1114(2)(a), prohibits any person from using in commerce
any reproduction, counterfeit, copy, or colorable
imitation of a registered mark in connection with the sale,
offering for sale, distribution, or advertising of any goods
or services on or in connection with which such use is
likely to cause confusion, or to cause mistake, or to
deceive. Section 43(a) of the Lanham Act, 15 U.SC.S §
1125(a), prohibits a person from using any word, term,
name, symbol, or device, or any combination thereof
which is likely to cause confusion as to the origin,
sponsorship, or approval of his or her goods.

Trademark Law > Subject Matter > Distinctiveness >
Determinations

Trademark Law > Likelihood of Confusion > Consumer
Confusion > Circuit Court Factors > 2nd Circuit Court
[HN5] In the Second Circuit, courts employ the following
two-step framework in analyzing trademark infringement
claims: First, a court looks to see whether plaintiff's mark
merits protection. In order for a trademark to be
protectable, the mark must be "distinctive" and not
"generic.” A mark is said to be "inherently” distinctive if
its intrinsic nature serves to identify a particular source.
Second, if (and only if) the plaintiff's trademark is
"distinctive" within the meaning of trademark law and is
therefore valid and protectable, the court must then
determine whether the defendant's use of a similar mark
islikely to cause consumer confusion.

Trademark Law > Infringement Actions > General
Overview

[HN6] The United States District Court for the Southern
District of New York does not see a meaningful
difference between a search engine's act of selling to an
advertiser a service derived from the use of a trademark
and the advertiser's action in purchasing that benefit.
Both have "used" the trademark in the same way: by
engaging in acommercial transaction -- the search engine
as the seller and the advertiser as the purchaser -- to
produce a display of search result advertisements that
derives from the use of atrademark.

Trademark Law > Infringement Actions > General
Overview

[HN7] The purchase of a trademark as a search engine
keyword is a "use in commerce" under the Lanham Act,
15U.SC.S § 1051 et seq.

Trademark Law > Subject Matter

Trademark Law > Likelihood of Confusion > Consumer
Confusion > General Overview

Trademark Law > Federal Unfair Competition Law >
False Designation of Origin > General Overview
Trademark Law > Infringement Actions > General
Overview

[HN8] The elements necessary to prevail on causes of
action for trademark infringement and unfair competition
under New Y ork common law mirror the Lanham Act, 15
U.SC.S § 1051 et seqg., claims. That is, to prevail on a
statutory or common law clam of trademark
infringement, a party must establish that the symbols for
which it seeks trademark protection are valid, legaly
protectable marks and that another's subsequent use of a
similar mark is likely to create confusion as to the origin
of the product.

Trademark Law > Likelihood of Confusion > Consumer
Confusion > General Overview

Trademark Law > Likelihood of Confusion

[HN9] Likelihood of confusion requires that an
appreciable number of ordinarily prudent purchasers are
likely to be midled, or indeed simply confused, as to the
source of the goods in question, or are likely to believe
that the mark's owner sponsored, endorsed, or otherwise
approved of the defendant's use of the mark.
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Trademark Law > Likelihood of Confusion > Consumer
Confusion > Circuit Court Factors > 2nd Circuit Court
[HN10] To determine whether there is a likelihood of
confusion between two or more marks, courts in the
Second Circuit apply the following eight factors: (i) the
strength of the plaintiff's trademark; (ii) the degree of
similarity between the parties marks; (iii) the proximity
of the products; (iv) the likelihood that the plaintiff will
"bridge the gap" between the products; (v) the existence
of actua confusion; (vi) the defendant's good faith; (vii)
the quality of the defendant's product; and (viii) the
sophistication of the consumers. Likelihood of confusion
is an issue on which the plaintiff bears the burden of
proof. However, there is no requirement that a plaintiff
address the factors in its pleading; such a requirement
would be inconsistent with the "notice pleading"
philosophy of the Federal Rules of Civil Procedure.

Trademark Law > Likelihood of Confusion > General
Overview

Civil Procedure > Pleading & Practice > Defenses,
Demurrers & Objections > Failuresto State Claims
[HN11] Likelihood of confusion is a fact-intensive
analysis that ordinarily does not lend itself to a motion to
dismiss. A motion to dismiss will be granted for failure to
plead likelihood of confusion only if no reasonable
factfinder could find a likelihood of confusion on any set
of facts that plaintiff could prove.

Antitrust & Trade Law > Trade Practices & Unfair
Competition > State Regulation > Coverage

Antitrust & Trade Law > Consumer Protection > False
Advertising > State Regulation

Antitrust & Trade Law > Consumer Protection >
Deceptive Acts & Practices > State Regulation

[HN12] N.Y. Gen. Bus. Law § 349 contains a general
prohibition on deceptive acts or practices in the conduct
of any business, trade, or commerce or in the furnishing
of any service. Similarly, N.Y. Gen. Bus. Law § 350
prohibits false advertising in the conduct of any business,
trade or commerce or in the furnishing of any service.
Both of these sections contain provisions creating private
rights of action to recover damages suffered as a result of
such conduct. § 349(h), N.Y. Gen. Bus. Law § 350-&(3).

Antitrust & Trade Law > Consumer Protection > False
Advertising > State Regulation
Antitrust & Trade Law > Consumer Protection >

Deceptive Acts & Practices > State Regulation

Antitrust & Trade Law > Trade Practices & Unfair
Competition > State Regulation > Claims

Civil Procedure > Justiciability > Standing > General
Overview

[HN13] To successfully assert a claim under N.Y. Gen.
Bus. Law 88 349(h) or 350, a plaintiff must allege that a
defendant has engaged in: (1) consumer-oriented conduct
that is; (2) materially miseading; and that (3) plaintiff
suffered injury as aresult of the allegedly deceptive act or
practice. Although the statute is, at its core, a consumer
protection device, corporate competitors now have
standing to bring a claim under the statutes so long as
some harm to the public at large is at issue.

Antitrust & Trade Law > Trade Practices & Unfair
Competition > State Regulation > Claims

Antitrust & Trade Law > Consumer Protection > False
Advertising > State Regulation

Antitrust & Trade Law > Consumer Protection >
Deceptive Acts & Practices > State Regulation

[HN14] For a competitor to assert a claim under N.Y.
Gen. Bus. Law 88 349 or 350, the gravamen of the
complaint must be consumer injury or harm to the public
interest. In other words, a plaintiff must show that the
acts or practices of the defendants have a broader impact
on consumers at large in that they are directed to
consumers or that they potentially affect similarly
situated consumers, and that consumers be harmed by the
defendants alleged conduct.

Antitrust & Trade Law > Consumer Protection > False
Advertising > State Regulation

Antitrust & Trade Law > Trade Practices & Unfair
Competition > State Regulation > Claims

Antitrust & Trade Law > Consumer Protection >
Deceptive Acts & Practices > State Regulation
Trademark Law > Infringement Actions > General
Overview

[HN15] Courts in New York have routinely dismissed
trademark claims brought under N.Y. Gen. Bus. Law §8
349 and 350 as being outside the scope of the statutes,
because ordinary trademark disputes do not pose a
significant risk of harm to the public health or interest
and are therefore not the type of deceptive conduct that
the statutes were designed to address. In other words, 88
349 and 350 claims cannot be brought in trademark
infringement actions alleging only genera consumer
confusion because such alegations do not suffice to
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establish direct harm to consumers. Thus, for a claim to
be cognizable under these provisions, there must be some
specific and substantial injury to the public interest over
and above the ordinary trademark infringement.

Antitrust & Trade Law > Consumer Protection >
Deceptive Acts & Practices > State Regulation

Antitrust & Trade Law > Consumer Protection > False
Advertising > State Regulation

Antitrust & Trade Law > Trade Practices & Unfair
Competition > State Regulation > Claims

[HN16] The limited public harm that consumers paid
more for an allegedly inferior product is incidenta in
nature and insufficient to support a claim under N.Y. Gen.
Bus. Law 8 349. The same reasoning applies to a clam
under N.Y. Gen. Bus. Law § 350.

Trademark Law > Federal Unfair Competition Law >
Trade Dress Protection > Infringement Actions >
General Overview

[HN17] To establish a claim of trade dress infringement
under the Lanham Act, 15 U.SC.S § 1051 et seq.,
plaintiff must first demonstrate that its trade dress is
either inherently distinctive or that it has acquired
distinctiveness through a secondary meaning and must
then demonstrate that there is a likelihood of confusion
between defendant's trade dress and plaintiff's. The
defendant may avoid liability, however, by proving that
the trade dress is not worthy of protection under the
trademark law becauseit is functional.

Civil Procedure > Pleading & Practice > Pleadings >
Counterclaims > Compulsory Counterclaims

[HN18] Under Fed. R. Civ. P. 13(a), a pleading must
state as a counterclaim any claim that -- at the time of its
service -- the pleader has against an opposing party if the
claim: (A) arises out of the transaction or occurrence that
is the subject matter of the opposing party's claim; and
(B) does not require adding another party over whom the
court cannot acquire jurisdiction. The effect of Rule 13(a)
is that a counterclaim which is compulsory but is not
brought is thereafter barred.

Civil Procedure > Pleading & Practice > Pleadings >
Counterclaims > Permissive Counterclaims

Civil Procedure > Pleading & Practice > Pleadings >
Counterclaims > Compulsory Counterclaims

[HN19] Whether a counterclaim is compulsory or
permissive turns on whether the counterclaim arises out
of the transaction or occurrence that is the subject matter
of the opposing party's claim, and the Second Circuit has
long considered this standard met when there is a logical
relationship between the counterclaim and the main
claim. Under this standard, there need not be an absolute
identity of factual backgrounds; rather, the logical
relationship test only requires that the essentia facts of
the claims are so logically connected that considerations
of judicial economy and fairness dictate that all the issues
be resolved in one lawsuit.

Civil Procedure > Pleading & Practice > Motion
Practice > Opposing Memoranda

[HN20] If a plaintiff does not respond to a defendant's
arguments in support of its motion to dismiss, a court
may deem the claim abandoned.

COUNSEL: [*1] For LBF Travel, Inc., Plaintiff: Jana
A. Slavina, Wilson Elser, Moskowitz Edelman & Dicker
LLP (White Plains), White Plains, NY; Jura Christine
Zibas, Wilson Elser Moskowitz Edelman & Dicker LLP
(NY), New York, NY.

For Fareportal, Inc., WK Travel, Inc.,, Defendants:
Beatrice Aisha Hamza Bassey, Hughes Hubbard & Reed,
New York, NY; Nathaniel Lev Fintz, Peter A. Sullivan,
Hughes Hubbard & Reed LLP (NY), New York, NY.

JUDGES: GABRIEL W. GORENSTEIN, United States
Magistrate Judge.

OPINION BY: GABRIEL W. GORENSTEIN

OPINION

REPORT AND RECOMMENDATION

GABRIEL W. GORENSTEIN,
STATESMAGISTRATE JUDGE

UNITED

Plaintiff LBF Travel, Inc. ("LBF") has brought this
action aleging that Fareportal, Inc. and WK Travel, Inc.
(collectively "defendants") infringed upon its trademarks
and trade dress and engaged in other deceptive business
practices. Defendants now move to dismiss the first
amended complaint pursuant to Rules 12(b)(1), 12(b)(6),
and 13(a) of the Federal Rules of Civil Procedure. For
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the following reasons, this motion should be granted in
part and denied in part.

I. BACKGROUND
A. Facts Alleged in the Complaint

For purposes of deciding defendants motion to
dismiss, the Court assumes the alegations in LBF's
amended complaint are true and draws all reasonable
inferences in LBF's favor. See, e.g., [*2] Seginsky v.
XceleraInc., 741 F.3d 365, 368 (2d Cir. 2014).

1. LBF's Business Practices and Trademarks

LBF is an online discount travel services business
that owns and operates travel brands "Smartfares' and
"Travelation," which offer discount travel products to
online customers through the websites
"www.smartfares.com” and "www.travelation.com.” See
First Amended Complaint, filed Mar. 7, 2014 (Docket #
13) ("Compl."), 111 2, 17. LBF has owned and operated
www.smartfarescom since a least 2010, and on
November 21, 2013, LBF filed an application to register
"Smartfares” with the United States Patent and
Trademark Office. Id. § 18. The Smartfares trademark
application is currently pending. Id. LBF has owned and
operated www.travelation.com since at least 2010 and
has owned a federaly registered trademark for
"Travelation” since 2008. Id. 1 19. For several years, LBF
has continuously used the Smartfares and Travelation
brands to provide customers with air travel bookings,
hotel reservations, and booking services for car rentals,
packages, and insurance. Id. § 20.

The Smartfares and Travelation brands "have come
to be associated in the minds of consumers throughout
the country with [LBF's] services, and the use of [thesg]
Marks . . . substantially [*3] increases the marketability
of travel, reservation, and booking services rendered by
[LBF]  through its www.smartfarescom and
www.travelation.com websites" I1d.  23. Also,
"[t]hrough great expense and care, [LBF] has become
well known and famous in its market and has acquired a
reputation for excellence and outstanding service to
customers . . . [and thus|] [LBF's] reputation, and the
goodwill associated with LBF's Marks are very valuable
business assets, which [LBF] vigorously protects.” Id.
18. Because of this fame,"potential customers will search
specifically for LBF's Marks through a variety of Internet
search engines, including Google." Id.  23.

2. Defendants’ Business Practices and Trademarks

Defendants Fareportal and WK Travel are
competitors with LBF that operate travel websites
offering discounted airfare, accommodations, car rentals,
and vacation packages to online customers. See id. 11 3,
25, 37-39. Fareportal and WK Travel are affiliated with
each other and have common ownership. Id. § 3.
Defendants  websites  include  www.cheapoair.com,
www.onetravel.com, www.cheapostay.com,
www.insanelycheapflights.com, and www.farebuzz.com.
Id. 17 3, 25, 37-39. Defendants own the following
federally [*4] registered trademarks: "CHEAPOAIR,"
"CheapOstay," "CHEAPOAIR.COM THE ONLY WAY
TO GO!!," "CHEAPOAIR.COM THE ONLY WAY TO
GO!!l (stylized mark)." 1d. 9 26, 43-45. Additionally,
defendants have pending applications for the following
trademarks: "CHEAPOAIR.COM,"
"www.cheapOair.com,” and "ONETRAVEL." Id. 1 40.
American Travel Solutions, LLC, a non-party that holds
trademarks similar to the ones defendants seek to have
registered, has initiated opposition proceedings against
defendants applications for the "CHEAPOAIR.COM"
and "www.cheapOair.com" trademarks. Seeid. 1 46-51.

3. Defendants' Improper Use of Search Engine Marketing
Programs

LBF dleges that defendants have "improperly
infringed upon and diluted [LBF's] trademarks by
purchasing [LBF's] trademarks as keywords from Google
and other search engines (activity known as 'search
engine marketing' or 'SEM"), so that when an internet user
searches for 'Travelation' or 'smartfares on Google or
another search engine, an advertisement hyperlink for one
of the websites of [defendants] . . . will appear on the first
page of the search results.” 1d. 1 6.

Google operates a program called "AdWords" which
allows advertisers to bid on advertising [*5] hyperlinks,
also known as "sponsored links," that appear on an
Internet user's search results page when the user has
inputted certain keywords into Google's search engine.
See id. T 65. The sponsored link contains both an
advertisement for the advertiser's business and a direct
link that takes the Internet user directly to the advertiser's
website when the user clicks on it. Id. According to LBF,
"[the] 'sponsored links' do not aways clearly identify
themselves as advertisements, and Googl€'s layout of the
ads does not conspicuoudly identify them as such.” Id.
66. In particular, "[the] ads at the top of the search results



PUBLIC

Page 6

2014 U.S. Dist. LEXIS 156583, *5

are designed by Google to look like part of the
'non-sponsored’ search results, and by virtue of the fact
that they appear at the top of the list of Search Results,
Internet users may infer that they are the most relevant
websites on the Search Results page." Id. Other search
engines, such as Yahoo! and Bing, offer similar SEM
programs that typically "award the first sponsored result
to the [advertiser] that has placed the highest bid on the
keyword, i.e. the [advertiser] that has agreed to pay to the
search engine operator the highest amount each time an
independent [*6] internet user takes a particular action
(such as searching a term or clicking on a link in the
advertisement).” Id. 1 67.

LBF has bid on its own trademarks with Google
AdWords and other SEM services so that whenever an
Internet user searches the keywords "Smartfares' or
"Travelation," LBF's sponsored links appear above or to
the right of the search results, thus allowing the user to go
directly to LBF's websites by clicking on the sponsored
links. Seeid. 1 68. However, defendants have also bid on
the Smartfares and Travelation keywords with Google
AdWords so that defendants sponsored links aso appear
on the results page when a user searches for these terms.
Id. 1 69. According to LBF, defendants have "purchase[d]
advertising using LBF's Marks as Keywords for the
specific purpose of intercepting consumers and customers
of [LBF] and those who are specifically looking for
TRAVELATION and SMARTFARES and diverting
them to" defendants competing websites. Id. § 70. In
support of this assertion, LBF has included in its
amended complaint screen images of Google searches
demonstrating that defendants "www.cheapoair.com”
website has been listed as a sponsored link for the
"smartfares® and "travelation.com™ [*7] keywords. See
id. 99 77-78.

LBF aleges that "Defendants use of the LBF's
Marks via search engine advertising programs causes
confusion in the marketplace that Defendants' goods and
services are affiliated with or otherwise approved or
‘sponsored’ by [LBF]; causes LBF's Marks to be diluted
by losing their distinctive quality of being associated
solely with [LBF]; alows Defendants to financialy
benefit from and to trade off of the goodwill and
reputation of [LBF] without incurring an expense similar
to that incurred by [LBF] in building up its brand name;
and causes [LBF] to lose, in part, control over the
commercial use of its own name and LBF's Marks by
placing such control in the hands of Defendants." Id. |

72.

With regard to the potential confusion caused by
defendants practices, LBF contends, "[w]hen an Internet
user searching on a search engine for LBF's Marks is
presented with a search results page which contains
multiple sponsored links, one of which may be for
[LBF's] websites, and others for Defendants competing
websites. . . [the user] may click on one of the sponsored
links for Defendants websites, believing that it is related
to, or sponsored by [LBF]." 1d. § 73. Furthermore, [*8]
"[e]ven if the Internet user realizes that the website they
have been taken to is not [LBF's] website, a percentage of
such Internet users may either stay at the Defendant's
[sic] websites, or may otherwise discontinue their search
for LBF's Marks." Id. Additionaly, "[a]n Internet user
may associate the quality of goods and services offered
on Defendant's [sic] website with those offered by [LBF],
and if dissatisfied with such goods or services, may
discontinue their search for such services entirely." Id.

4. Defendants Allegedly Infringing Websites

LBF additionally alleges that defendants have
"intentionally heightened the likelihood of confusion
among consumers as to the affiliation, sponsorship, or
source of the services provided by imitating the graphic
user interface of [LBF's| websites, in order to mimic the
'look and fedl' of [LBF's] websites." Id. { 83. LBF asserts
that it "has established distinctive, nonfunctional design
elements for its websites, which consumers have come to
associate with [LBF's] services." Id. 1 84. LBF explains
that "[t]he layout of [its] websites appears not as a static
presentation, but rather as a series of overlapping layers
aimed at accomplishing specific tasks [*9] . . . [and]
[t]he graphic design of the pages of [LBF'S] websites, the
look’, is tied to the ‘interface design,’ comprised of
dynamic navigation elements, such as hyperlinks, boxes,
buttons, menus.” Id.

Specifically, LBF contends that its Smartfares.com
website has a distinctive "look and feel," including the
following design elements: "the search engine in the
upper left hand corner; with tabs for flights, cars, hotels,
vacations, and cruises immediately above the search
engine; promotional deals just to the right of the search
engine; three columns listing cheap flights below the
search engine; 'Promo Codes' juxtaposed beside the cheap
flights columns; and customer service number in large,
orange letter at the top of the homepage.” Id. T 90.
Additionally, the browser page for Smartfares.com
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displays as atitle "Cheap Flights, Cheap Airline Tickets,
Cheap Flights Airfare, Fights Airfare Deads --
Smartfares." Id. LBF aleges that defendants website
OneTravel.com has "blatantly imitated" many of these
elements in that it "also features the search engine in the
upper left hand corner; with tabs for flights, cars, hotels,
and vacations immediately above the search engine;
promotional deals [*10] just to the right of the search
engine; three columns listing cheap flights below the
search engine; 'Promo Codes' juxtaposed beside the cheap
flights columns; [ Jcustomer service number in large,
orange letter at the top of the homepage [;] . . . [and] the
browser page displays a title 'Cheap Tickets, Cheap
Flights & Discount Airfare -- OneTravel." 1d. 1 91. LBF
has attached as exhibits to its complaint screenshot
images of the home pages of Smartfares.com and
OneTravel.com on December 10, 2013, to demonstrate
the design similarities of these websites. Seeid. 1 90-91;
Smartfares.com Homepage Image (annexed as Ex. K to
Compl.); OneTravel.com Homepage Image (annexed as
Ex. L to Compl.). Similarly, LBF asserts that the search
screen for its Travelation.com website, which "features a
bar with moving stripes, the TRAVELATION mark in
the upper part of the screen, and a message indicating that
the website is searching for the best fares for the user's
selected criteria,” Compl. § 92; Travelation.com Search
Screen (annexed as Ex. M to Compl.), has been copied in
the search screen of defendants OneTravel.com website,
see Compl. 1 93; OneTravel.com Search Screen (annexed
as Ex. N to Compl.). [*11]

LBF alleges that it has "received several complaints
from Internet users, who have been confused and mislead
[sic] by Defendants advertising practices and design of
Defendants websites into believing that they were
visiting [LBF's] websites," Compl. 1 94, and that it has
"suffered real damage to its business standing and
reputation . . . by being associated with Defendants
businesses . . . in light of the extremely negative reviews
that Defendants websites [have] received,” id.  95. LBF
further contends that defendants' brands have a negative
reputation because defendants regularly “advertise
misleading savings and discounts that do not offer actual
savings to consumers’ and engage in other deceptive
practices. 1d. 1 109; see also id. 1 103-08. In support of
these assertions, LBF has provided screenshots of
negative reviews of defendants website cheapoair.com,
seeid. 195, as well as an online Better Business Bureau
report discussing "a range of complaints with the BBB
against CheapOAir.com," id. 1 97.

B. Procedura History

On December 27, 2013, LBF filed the instant suit
against Fareportal and WK Travel. See Complaint, filed
Dec. 27, 2013 (Docket # 1). After defendants moved
[*12] to dismiss, LBF filed the amended complaint in
which it asserts the following claims against defendants:

(8 trademark infringement, unfair
competition, and false designation of
origin under 15 U.SC. 88 1051 et seg. (the
Lanham Act); (b) trademark infringement
and unfair competition in violation of New
York State common law; (¢) trademark
dilution and injury to business reputation
under New York. General Business Law
("NY GBL") § 360-; (d) trade name
infringement under NY GBL 8§ 133; (e
unfair and deceptive trade practices under
NY GBL § 349; (f) false advertising under
NY GBL., § 350; (g) unfair business
practice under New York State common
law; (h) unjust enrichment under New
York State common law; and (i) for
cancellation of Defendants  U.S
Trademark Registrations.

Compl. 1 1; see also id. 7 110-94. On April 25, 2014,
defendants filed a second motion to dismiss.?

1 See Notice of Defendants' Motion to Dismiss
Plaintiff's Firsst Amended Complaint, filed Apr.
25, 2014 (Docket # 15); Memorandum of Law in
Support of Defendants Motion to Dismiss
Plaintiff's First Amended Complaint, filed Apr.
25, 2014 (Docket # 16) ("Def. Mem.");
Memorandum of Law in Opposition to
Defendants Motion to Dismiss Plaintiff's First
Amended Complaint, filed May 12, 2014 [*13]
(Docket # 17) ("Pl. Mem."); Reply Memorandum
of Law in Further Support of Defendants Motion
to Dismiss Plaintiff's First Amended Complaint,
filed May 22, 2014 (Docket # 18) ("Def. Reply").
Defendants memorandum supporting the instant
motion has incorporated by reference some
arguments defendants raised in their first motion
to dismiss, and thus, we cite occasionaly to the
memorandum in support of that motion as well.
See Memorandum of Law in Support of
Defendants Motion to Dismiss Plaintiff's
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Complaint, filed Feb. 21, 2014 (Docket # 11)
("Orig. Def. Mem.").

1. LAW GOVERNING MOTIONS TO DISMISS

[HN1] A party may move to dismiss pursuant to Fed.
R. Civ. P. 12(b)(6) where the opposing party's pleading
"fail[g] to state a claim upon which relief can be granted.”
While a court must accept as true al of the allegations
contained in a complaint, that principle does not apply to
legal conclusions. See Ashcroft v. Igbal, 556 U.S 662,
678, 129 S Ct. 1937, 173 L. Ed. 2d 868 (2009); Bell Atl.
Corp. v. Twombly, 550 U.S. 544, 555, 127 S Ct. 1955,
167 L. Ed. 2d 929 (2007) ("[A] plaintiff's obligation to
provide the grounds of his entitlement to relief requires
more than labels and conclusions, and a formulaic
recitation of the elements of a cause of action will not
do.") (citation, internal quotation marks, and brackets
omitted). In other words, "[t]hreadbare recitals of the
elements of a cause of action, [*14] supported by mere
conclusory statements, do not suffice," Igbal, 556 U.S at
678, and thus, a court's first task is to disregard any
conclusory statementsin acomplaint, id. at 679.

Next, [HN2] a court must determine if a complaint
contains "sufficient factual matter" which, if accepted as
true, states a claim that is "plausible on its face." Id. at
678 (citation and internal quotation marks omitted);
accord Port Dock & Sone Corp. v. Oldcastle Ne,, Inc.,
507 F.3d 117, 121 (2d Cir. 2007) ("[A] complaint must
allege facts that are not merely consistent with the
conclusion that the defendant violated the law, but which
actively and plausibly suggest that conclusion.”). "A
clam has facia plausibility when the plaintiff pleads
factual content that alows the court to draw the
reasonable inference that the defendant is liable for the
misconduct alleged. The plausibility standard is not akin
to a probability requirement, but it asks for more than a
sheer possibility that a defendant has acted unlawfully."
Igbal, 556 U.S. at 678 (citations and internal quotation
marks omitted). "[W]here the well-pleaded facts do not
permit the court to infer more than the mere possibility of
misconduct,” a complaint is insufficient under Fed. R.
Civ. P. 8(a) because it has merely "alleged" but not
"'show[n]' -- 'that the pleader is entitled to relief.™ Id. at
679 (quoting Fed. R. Civ. P. 8(a)(2)).

Because [HN3] a motion [*15] to dismiss must be
decided based on the allegations of the complaint or on
documents that are attached to the complaint,
incorporated in it by reference, or that are otherwise

integral to the alegations, see Roth v. Jennings, 489 F.3d
499, 509 (2d Cir. 2007), we have ignored defendants
citation to non-record evidence, see, e.g., Def. Reply at 5
(discussing the contents of websites not cited in the
complaint).

I11. DISCUSSION
A. Federa Trademark Infringement Claims

LBF allegesin Count | of its amended complaint that
defendants are liable for trademark infringement under
Section 32 of the Lanham Act, 15 U.SC. § 1114, for
"purchasing LBF's Marks as advertising keywords as
means of advertising and selling Defendants' goods and
services." Compl. T 111. Similarly, in Count Il, LBF
contends that defendants are liable under Section 43 of
the Lanham Act, 15 U.SC. § 1125, because their
"purchase of LBF's Marks as advertising keywords . . .
falsely suggests that they are associated with [LBF]." Id.
1125.

[HNA4] "Section 32(1)(a) of the Lanham Act prohibits
any person from 'ugfing] in commerce any reproduction,
counterfeit, copy, or colorable imitation of a registered
mark in connection with the sale, offering for sale,
distribution, or advertising of any goods or services on or
in connection with which such use is likely [*16] to
cause confusion, or to cause mistake, or to deceive."
Kelly Brown v. Winfrey, 717 F.3d 295, 304 (2d Cir.
2013) (quoting 15 U.S.C. § 1114(1)(a)). " Section 43(a) of
the Lanham Act prohibits a person from using ‘any word,
term, name, symbol, or device, or any combination
thereof . . . which . . . islikely to cause confusion . . . as
to the origin, sponsorship, or approval of his or her
goods." Louis Vuitton Malletier v. Dooney & Bourke,
Inc., 454 F.3d 108, 114 (2d Cir. 2006) (quoting 15 U.S.C.
§ 1125(a)). As recently explained by [HN5] the Second
Circuit, courts employ the following two-step framework
in analyzing trademark infringement claims:

"First, we look to see whether plaintiff's
mark merits protection.” Louis Vuitton
Malletier v. Dooney & Bourke, Inc., 454
F.3d 108, 115 (2d Cir. 2006). In order for
a trademark to be protectable, the mark
must be "distinctive" and not "generic."
Genesee Brewing Co. v. Sroh Brewing
Co., 124 F.3d 137, 143 (2d Cir. 1997). A
mark is said to be "inherently” distinctive
if "[itg] intrinsic nature serves to identify a
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particular source." Two Pesos, Inc. v. Taco
Cabana, Inc., 505 U.S 763, 768, 112 SCt.
2753, 120 L.Ed.2d 615 (1992) . . . .

Second, if (and only if) the plaintiff's
trademark is "distinctive" within the
meaning of trademark law and is therefore
valid and protectable, we must then
determine "whether [the] defendant's use
of a similar mark is likely to cause
consumer confusion." Louis Vuitton
Malletier, 454 F.3d at 115. . ..

Christian Louboutin SA. v. Yves Saint Laurent Am.
Holding, Inc., 696 F.3d 206, 216-17 (2d Cir. 2012)
(footnotes omitted); accord Tiffany (NJ) Inc. v. eBay Inc.,
600 F.3d 93, 102 (2d Cir. 2010) (same); see also The
Soorts Auth., Inc. v. Prime Hospitality Corp., 89 F.3d
955, 960 (2d Cir. 1996) ("To succeed on its Lanham Act
claims, [plaintiff] must show that it has a valid mark that
is entitled to protection [*17] under the Lanham Act and
that [defendant's] actions are likely to cause confusion
with [plaintiff's] mark.") (citing 15 U.SC. 88 1114(1),
1125(a)(1)(A)).

Defendants argue that LBFs allegations that
defendants "purchas[ed] internet search keywords
through the Google AdWords program and similar
programs at Y ahoo! and Bing . . . do not suffice to state a
valid cause of action for trademark infringement." Def.
Mem. at 2; see also Orig. Def. Mem. at 3-5; Def. Reply at
3-4. Specifically, they argue that "[t]he mere purchase of
trademarked keywords alone without something more
does not constitute use of a trademark in commerce or
support a claim of likely confusion.” Def. Reply at 2. As
defendants have pointed out, LBF has not alleged that
defendants include LBF's trademarks in the text of their
advertisements generated through the SEM programs.
See id. a 1-2. Rather, LBF asserts that defendants
unlawfully "use" LBF's trademarks when advertisements
for defendants products or websites are generated as a
result of defendants having bid on LBF's trademarks
through the SEM programs and that the prominent
placements of defendants advertisements, which directly
results from their bids on LBF's trademarks, misleads and
causes confusion among consumers [*18] using the
search engines. See Compl. 1 68-71.

Defendants argument requires us to interpret what it
means to "use" a mark in commerce. Under 15 U.SC. §

1127, "amark shall be deemed to be use[d] in commerce
... when it is used or displayed in the sale or advertising
of services and the services are rendered in commerce. . .
." In Rescuecom Corp. v. Google Inc., 562 F.3d 123 (2d
Cir. 2009), the Second Circuit directly addressed the
question of whether Google "used" other companies
trademarks when it marketed and sold keywords for those
trademarks through the Google AdWords program.
Rescuecom held that Google had "use[d] in commerce”
the trademarks because Google "displays, offers, and
sells [the plaintiff's] mark to Google's advertising
customers when selling its advertising services . . . [and)]
encourages the purchase of [the plaintiff's] mark through
its Keyword Suggestion Tool." 562 F.3d at 129. While
Google argued that its inclusion of the trademark in what
amounted to "an internal computer directory" at Google
could not congtitute trademark "use," Rescuecom rejected
this argument. Id. The court noted that "Google's
recommendation and sale [of plaintiff's trademark] to its
advertising customers are not internal uses." Id. It
explained that, if it were to adopt Google's argument
[*19] that "an aleged infringer's use of atrademark in an
internal software program insulates the alleged infringer
from a charge of infringement,” this would then allow
"the operators of search engines . . . to use trademarks in
ways designed to deceive and cause consumer confusion”
which would be "neither within the intention nor the
letter of the Lanham Act." 1d. at 130.

Defendants seek to distinguish Rescuecom,
contending that while Google's marketing and sale of
trademarks as keywords may satisfy the "use'
requirement, an advertiser's act of buying the keywords
from Google does not. Defendants argue that "[a]bsent
some additional customer-facing 'use’ of the trademark so
as to give rise to the potential for confusion, there can be
no trademark infringement clam." Def. Reply at 3.
[HN6] We do not see a meaningful difference, however,
between a search engine's act of selling to an advertiser a
service derived from the use of a trademark (which
Rescuecom unequivocally found to be "use" under
trademark law) and the advertiser's action in purchasing
that benefit. Both have "used" the trademark in the same
way: by engaging in a commercia transaction -- the
search engine as the seller and the advertiser as the [*20]
purchaser -- to produce a display of search result
advertisements that derives from the use of a trademark.
The notion that there must be some "additiona
customer-facing 'use™ of the trademark finds no support
in Rescuecom inasmuch as there was no such additional
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"customer-facing" use there either.

Indeed, since Rescuecom was decided, multiple
courts have found the "use in commerce" reguirement to
be met in the exact scenario presented in our case. For
example, in CJ Prods. LLC v. Shuggly Plushez LLC, 809
F. Supp. 2d 127 (E.D.N.Y. 2011), the defendant had
purchased the plaintiff's trademarked names through the
Google AdWords program. The Court concluded that
"there is no dispute that defendants' use of the [plaintiff's]
mark to purchase AdWords to advertise its products for
sale on the Internet constitutes 'use in commerce' under
the Lanham Act." CJ Products, 809 F. Supp. 2d at 158
(citing Rescuecom, 562 F.3d at 127). Similarly, in Allied
Interstate LLC v. Kimmel & Slverman P.C., 2013 U.S.
Dist. LEXIS 113465, 2013 WL 4245987 (SD.N.Y. Aug.
12, 2013), the court in denying a motion to dismiss a
trademark clam found that "[a]lthough Defendants
attempt to draw a distinction between Google's sale of
Plaintiff's mark and their own purchase thereof, it is clear

. that Defendant is using Plaintiff's trademark in
commerce." 2013 U.S Dist. LEXIS 113465, [WL] at *3;
accord Austl. Gold, Inc. v. Hatfield, 436 F.3d 1228, 1233
(10th Cir. 2006) ("Defendants continued to use the
trademarks . . . on the metatags for their Web sites to
attract customers to [*21] the Web sites, and to pay
[online search engine] for a premium placement if either
trademark was used in a search query."); Playboy Enters.,
Inc. v. Netscape Commc'ns Corp., 354 F.3d 1020, 1025
(9th Cir. 2004) (finding "actionable" trademark use
where "defendants, in conjunction with advertisers, have
misappropriated the goodwill of [plaintiff's] marks by
leading Internet users to competitors websites'); Hearts
on Fire Co., LLC v. Blue Nileg, Inc., 603 F. Supp. 2d 274,
283 (D. Mass. 2009) ("[T]here is little question that the
purchase of a trademarked keyword to trigger sponsored
links constitutes a'use’ within the meaning of the Lanham
Act."); see also Network Automation, Inc. v. Advanced
Sys. Concepts, Inc., 638 F.3d 1137, 1145 (9th Cir. 2011)
("We now agree with the Second Circuit that [HN7] [the
purchase of trademark as a search engine keyword] is a
'use in commerce' under the Lanham Act.") (citing
Rescuecom, 562 F.3d at 127). Defendants have cited
severa district court cases holding such internal use
cannot satisfy the "use" requirement, see Orig. Def. Mem.
at 4, but they all precede Rescuecom, and Rescuecom
explicitly rejected this line of authority, see 562 F.3d at
129-30. Indeed, athough defendants failed to disclose it
in their brief, Rescuecom specifically criticized one of the
very cases defendants cite: Merck & Co., Inc. v.

Mediplan Health Consulting, Inc., 425 F. Supp. 2d 402
(SD.N.Y. 2003). See Rescuecom, 562 F.3d at 129-30. We
are aware of no authorities since Rescuecom that support
defendants' position.

In sum, this Court is bound by the Rescuecom
decision and does not see any distinction between [*22]
the "use" found there and the "use" aleged in this case.
Accordingly, LBF sufficiently plead the "use in
commerce" requirement when it alleged that defendants
purchased LBF's trademarks as keywords from Google
AdWords and other SEM programs, which led to
defendants advertisements being displayed on the search
results pages for LBF's keywords in such a way as to
confuse online customers.

B. State Common Law and Statutory Claims for
Trademark Infringement

LBF has raised claims for "trademark infringement
and unfair competition in violation of New York state
common law" as well as analogous claims arising under
the New York General Business Law. Compl. T 1. With
regard to these claims, LBF has made the same
alegations involving defendants improper and
misleading use of LBF's trademarks through Google
AdWords and the other SEM programs.

It is well established that [HN8] "[t]he elements
necessary to prevail on causes of action for trademark
infringement and unfair competition under New Y ork
common law mirror the Lanham Act claims." ESPN, Inc.
v. Quiksilver, Inc., 586 F. Supp. 2d 219, 230 (SD.N.V.
2008); accord Van Praagh v. Gratton, 993 F. Supp. 2d
293, 301 (E.D.N.Y. 2014) ("Courts employ substantially
similar standards when analyzing claims for trademark
infringement under the Lanham Act, 15 U.SC. §
1114(1)(a); fase designation of origin under the [*23]
Lanham Act, 15 U.SC. § 1125(a); trademark
infringement under New York common law; and unfair
competition under New York common law."). That is --
"[tlo prevail on a statutory or common law claim of
trademark infringement, a party must establish that the
symbols for which it seeks trademark protection are
valid, legally protectable marks and that another's
subsequent use of a similar mark is likely to create
confusion as to the origin of the product." Tri-Sar
Pictures, Inc. v. Leisure Time Prods.,, B.V., 17 F.3d 38,
43 (2d Cir. 1994); accord Audi AG v. Shokan
Coachworks, Inc., 592 F. Supp. 2d 246, 270-71 (N.D.N.Y.
2008) (same). Additionally, the plaintiff must "show that
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the defendant acted in bad faith." See Luv n' Care, Ltd. v.
Mayborn USA, Inc., 898 F. Supp. 2d 634, 643 (SD.N.Y.
2012).

Defendants argue that LBF's state common law and
statutory claims should be dismissed because "the
Amended Complaint fails to show how LBF was harmed
by [defendants] alleged conduct, which is required for
the common law and state statutory claims.” Def. Mem.
at 8. While defendants' analysis on this point is lacking in
citation to authorities, it appears that the crux of their
argument is that the complaint does not adequately show
consumer confusion. See Def. Reply at 7 ("LBF must
recognize that it is on thin ice in relying on anonymous
online reviews for its alegations of consumer
confusion.").2

2 Some of LBF's state statutory claims have
elements that [*24] are additional to or different
from the federal or state common law trademark
infringement claims. However, in arguing that
LBF's state law claims are improperly pled,
defendants do not appear to raise distinct
arguments for such claims. Nor is the Court
obliged to construe defendant's brief as making
such arguments given that defendants were
required to set forth their legal arguments "with
particularity." See Fed. R. Civ. P. 7(b)(1)(B);
E.E.O.C. v. Int'l Assn of Bridge, Sructural &
Ornamental Ironworkers, Local 580, 139 F. Supp.
2d 512, 523 (SD.N.Y. 2001) ("Rule 7(b)(2) . . .
[is] designed to afford the opposing party with a
meaningful opportunity to respond and the court
with enough information to process the motion
correctly.”) (internal punctuation and citation
omitted).

[HN9] "Likelihood of confusion requires that an
appreciable number of ordinarily prudent purchasers are
likely to be misled, or indeed simply confused, as to the
source of the goods in question, . . . or are likely to
believe that the mark's owner sponsored, endorsed, or
otherwise approved of the defendant's use of the mark."
Merck, 425 F. Supp. 2d at 411 (internal punctuation and
citations omitted). [HN10] To determine whether thereis
a likelihood of confusion between two or more marks,
courts in this Circuit apply the eight factors set forth in
Polaroid Corp. v. Polarad Electronics Corp., 287 F.2d
492, 495 (2d Cir. 1961): (i) the strength of the plaintiff's
trademark; (ii) the degree[*25] of similarity between the

parties marks; (iii) the proximity of the products; (iv) the
likelihood that the plaintiff will "bridge the gap" between
the products; (v) the existence of actual confusion; (vi)
the defendant's good faith; (vii) the quality of the
defendant's product; and (viii) the sophistication of the
consumers. See, e.g., Sar Indus, Inc. v. Bacardi & Co.
Ltd., 412 F.3d 373, 384-91 (2d Cir. 2005) (applying
Polaroid factors). Likelihood of confusion is an issue on
which the plaintiff bears the burden of proof. See, eg.,
KP Permanent Make-Up, Inc. v. Lasting Impression |,
Inc., 543 U.S 111, 117-18, 125 S Ct. 542, 160 L. Ed. 2d
440 (2004). However, "[t]here is no requirement that a
plaintiff address the Polaroid factors in its pleading; such
a requirement would be inconsistent with the 'notice
pleading' philosophy of the Federal Rules of Civil
Procedure.” Eliya, Inc. v. Kohl's Dep't Sores, 2006 U.S.
Dist. LEXIS 66637, 2006 WL 2645196, at *3 n.2
(SD.N.Y. Sept. 13, 2006); accord Sussman-Automatic
Corp. v. Spa World Corp., 15 F. Supp. 3d 258, 2014 U.S.
Dist. LEXIS 57958, 2014 WL 1651953 at *6 (E.D.N.Y.
Apr. 25, 2014). Thus, it has been often stated that
"[HN11] [l]ikelihood of confusion is a fact-intensive
analysis that ordinarily does not lend itself to a motion to
dismiss." Van Praagh, 993 F. Supp. 2d at 303 (citing
cases). A motion to dismiss will be granted for failure to
plead likelihood of confusion only if "no reasonable
factfinder could find a likelihood of confusion on any set
of facts that plaintiff could prove." Brown & Brown, Inc.
v. Cola, 745 F. Supp. 2d 588, 617 (E.D. Pa. 2010)
(internal quotation marks and citation omitted); see also
Van Praagh, 993 F. Supp. 2d at 303-04 (finding that
"likelihood of confusion" had been sufficiently pled
where it was "possible" [*26] that the defendant's use of
the plaintiff's trademark "may confuse a consumer into
think that her services are in some way connected to or
endorsed by the [p]laintiff").

Here, LBF alleged sufficient facts to plausibly
suggest a likelihood of consumer confusion. LBF alleges
that "[w]hen an Internet user searching on a search engine
for LBF's Marks is presented with a search results page
which contains multiple sponsored links, one of which
may be for [LBF's] websites, and others for Defendants
competing websites . . . [the user] may click on one of the
sponsored links for Defendants websites, believing that it
is related to, or sponsored by [LBF]." Compl. { 73. In
Rescuecom, the Second Circuit recognized that
alegations of this sort are sufficient to survive a motion
to dismiss. Specifically, the court stated that the plaintiff
had alleged that "would-be purchasers (or explorers) of
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its services who search for its website on Google are
misleadingly directed to the ads and websites of its
competitors in a manner which leads them to believe
mistakenly that these ads or websites are sponsored by, or
affiliated with [the plaintiff]." Rescuecom, 562 F.3d at
130-31. The court noted that it did not have to determine
whether this “practice [*27] is in fact benign or
confusing" because it "consider[s] at the 12(b)(6) stage
only what is aleged in the Complaint.” 1d. at 131. Thus,
we conclude that LBF's allegations raise the reasonable
inference that Internet users have likely believed LBF
"sponsored, endorsed, or otherwise approved of
[defendants] use of the [LBF] mark." Merck, 425 F.
Supp. 2d at 411. Because we have found such allegations
to be sufficient, there is no need to address defendants
argument that LBF's citation to consumer complaints are
by themselves inadequate to show likelihood of
confusion.

Accordingly, because LBF has provided sufficient
alegations suggesting a likelihood of consumer
confusion, defendants' arguments on this point should be
rejected.3

3 Defendants also argue that these claims should
be dismissed because, like the federal Lanham
Act claims, they do not establish that LBF's marks
were "use[d] in commerce." See Def. Mem. at 3.
We regject this argument for the reasons stated
abovein Section I11.A.

C. State Deceptive Practices Claims

In Counts VI and VII of itsamended complaint, LBF
alleges that defendants violated New York Gen. Bus. Law
88 349 and 350 by "willfully using LBF's Marks, trade
names," and "close variations' or "key parts' thereof
"without [LBFS] consent and advertising [*28]
misleading sales, promotions and deals to the New Y ork
consumer public." Compl. 1 152, 157. LBF alleges that
this "unauthorized, wilful use . . . is likely to cause
confusion, mistake, or deception as to the source,
sponsorship, or approval of Defendants travel services
and falsely and deceptively represent Defendants' travel
services as being affiliated with, sponsored by, authorized
by, or provided by, [LBF]." Id. 11 153, 158. LBF alleges
that these actions "provide an unfair commercia and
financial benefit to Defendants, have caused or threaten
to cause injury to [LBF's] good will and reputation, and
unfairly divert customers and revenue from [LBF]."
Compl. 11 153, 159.

[HN12] N.Y. Gen. Bus. Law 8§ 349 contains a general
prohibition on "[d]eceptive acts or practices in the
conduct of any business, trade or commerce or in the
furnishing of any service." Similarly, N.Y. Gen. Bus. Law
§ 350 prohibits "[f]ase advertising in the conduct of any
business, trade or commerce or in the furnishing of any
service" Both of these sections contain provisions
creating private rights of action to recover damages
suffered as a result of such conduct. See N.Y. Gen. Bus.
Law 88 349(h), 350-&(3); Blue Cross & Blue Shield of
N.J., Inc. v. Philip Morris, Inc., 133 F. Supp. 2d 162, 166
(E.D.N.Y. 2001).

[HN13] "To successfully assert a claim under
General Business Law § 349 (h) or § 350, 'a plaintiff
must allege that a defendant [*29] has engaged in (1)
consumer-oriented conduct that is (2) materidly
misleading and that (3) plaintiff suffered injury as aresult
of the allegedly deceptive act or practice.” Koch v. Acker,
Merrall & Condit Co., 18 N.Y.3d 940, 941, 967 N.E.2d
675, 944 N.Y.S2d 452 (2012) (quoting City of N.Y. v.
Smokes--Spirits.Com, Inc., 12 N.Y.3d 616, 621, 911
N.E.2d 834, 883 N.Y.S.2d 772 (2009)); accord Orlander
v. Saples, Inc., 2014 U.S. Dist. LEXIS 89259, 2014 WL
2933152, at *8 (SD.N.Y. June 30, 2014). "Although the
statute is, at its core, a consumer protection device . . .
corporate competitors now have standing to bring aclaim
under this statute so long as some harm to the public at
large is at issue" Securitron Magnalock Corp. V.
Schnabolk, 65 F.3d 256, 264 (2d Cir. 1995) (internal
punctuation, brackets, and citations omitted); see In re
Houbigant Inc., 914 F. Supp. 964, 983 (SD.N.Y. 1995)
(noting that "courts have held that competitors have
standing to challenge deceptive practices under Sections
349 and 350 so long as some harm to the public at large
is at issue') (internal quotation marks and citation
omitted), clarified on rearg., 914 F. Supp. 997 (SD.N.Y.
1996). [HN14] For a competitor to assert a claim under 8§
349 or § 350, however, "the gravamen of the complaint
must be consumer injury or harm to the public interest.”
Securitron, 65 F.3d at 264 (internal quotation marks and
citation omitted); see 4 K & D Corp. v. Concierge
Auctions, LLC, 2 F. Supp. 3d 525, 548 n.13 (SD.N.V.
2014) ("courts routinely reject a competitor's Sections
349 and 350 claims if the gravamen of the complaint is. .
. harm to plaintiff's business rather than harm to the
public interest in New York at large.") (internal quotation
marks and citation omitted); see also Gucci Am., Inc. v.
Duty Free Apparel, Ltd.,, 277 F. Supp. 2d 269, 274
(SD.N.Y. 2003) ("Where the gravamen of the [*30]
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complaint is harm to a business as opposed to the public
at large, the business does not have a cognizable cause of
action under § 349."); Something Old, Something New,
Inc. v. QVC, Inc., 1999 U.S. Dist. LEXIS 18878, 1999 WL
1125063, at *11 (SD.N.Y. Dec. 8, 1999) ("In order for a
claim brought under either section [349 or 350] to be
successful, the gravamen of the complaint must be
consumer injury or harm to the public interest.") (internal
guotation marks and citation omitted). In other words, a
plaintiff "must show that the acts or practices [of the
defendants] have a broader impact on consumers at large
in that they are directed to consumers or that they
potentially affect similarly situated consumers," and "that
consumers be harmed by the defendants alleged
conduct." Tasini v. AOL, Inc., 851 F. Supp. 2d 734, 742
(SD.N.Y. 2012) (internal quotation marks and citation
omitted) (dismissing plaintiff's claim brought under § 349
because the complaint "fail[ed] to state facts indicating
that the defendants aleged misleading conduct was
consumer-oriented.").

Defendants argue that LBF's alegations "do not
indicate any risk to the public's health or safety or any
harm to the public interest as required to state a valid
clam under § 349 or § 350." Orig. Def. Mem. at 17.
[HN15] "[C]ourts in New Y ork have routinely dismissed
trademark claims brought under Sections 349 and 350 as
being outside the scope of the statutes, because ordinary
trademark [*31] disputes do not 'pose a significant risk
of harm to the public health or interest’ and are therefore
not the type of deceptive conduct that the statutes were
designed to address." Kaplan, Inc. v. Yun, 16 F. Supp. 3d
341, 2014 U.S Dist. LEXIS 60225, 2014 WL 1689040, at
*9 (SD.N.Y. Apr. 30, 2014) (quoting DePinto v. Ashley
Scott, Inc., 222 A.D.2d 288, 635 N.Y.S.2d 215, 217 (1st
Dep't 1995)). In other words, § 349 and § 350 claims
cannot be brought in "trademark infringement actions
alleging only general consumer confusion” because such
alegations do not suffice to establish "direct harm to
consumers.” Perkins School for the Blind v. Maxi-Aids,
Inc., 274 F. Supp. 2d 319, 327 (E.D.N.Y. 2003). Thus, for
a claim to be cognizable under these provisions, there
must be some "specific and substantial injury to the
public interest over and above the ordinary trademark
infringement . . . ." Nomination Di Antonio E Paolo
Gensini SN.C. v. H.E.R. Accessories Ltd., 2009 U.S
Dist. LEXIS 117368, 2009 WL 4857605, at *8 (SD.N.Y.
Dec. 14, 2009) (emphasis omitted).

To the extent LBF's § 349 and § 350 claims are

premised on defendants use of the SEM programs to
"falsely and deceptively represent Defendants travel
services as being affiliated with, sponsored by, authorized
by, or provided by, [LBF]," Compl. 1Y 153, 158, these
claims must fail. These allegations regarding the SEM
programs do not establish any "significant risk of harm to
the public hedlth or interest.” H.E.R. Accessories Ltd.,
2009 U.S Dist. LEXIS 117368, 2009 WL 4857605, at *8
(dismissing claims brought under & 349 and § 350
because the "alleged injury -- confusion and deception of
the consuming public -- . . . is not distinct from the very
harm that trademark laws generally [*32] seek to redress
and thus is not over and above ordinary trademark
infringement”) (internal quotation marks and citation
omitted); see also Luv N' Care, 695 F. Qupp. 2d at 135-36
(allegations that defendant "conduct[ed] a 'bait and
switch,’ and midead[] customers by commissioning
misleading 'knock-off' products and 'palming them off' to
confused customers' insufficient to state a cause of action
under N.Y. Gen. Bus. Law § 349); Gross v. Bare
Escentuals Beauty, Inc., 632 F. Supp. 2d 293, 299
(S.D.N.Y. 2008) ("Consumer confusion as to the source of
the product does not create a cause of action under [N.Y.
Gen. Bus. Law § 349].").

To the extent LBF's § 349 and § 350 claims are
premised on defendants' "comparative savings claims for
airfares posted to their websites,” Compl. 103, these
claims must also fail because LBF has not alleged any
facts showing harm to the public. LBF alleges that the
advertised savings "were misleading and grossy
exaggerated and/or did not actually offer savings to the
consumers.” Id. These advertised savings were
misleading, according to LBF, because the defendants
failed to explain the rates that were being used as
benchmarks or the source of those benchmarks. 1d. 1 104.
LBF's allegations, however, do not show that consumers
were actually harmed -- as opposed to being unfairly
induced to purchase from defendants' websites. Pointing
to its [*33] allegation that defendants "announced
limited-time price reductions when the rates were
available on the [sic] ongoing basis," id. T 103, LBF
argues that these claims deceived consumers, see Hl.
Mem. at 18. But once again, these allegations do not
reflect that any actua harm was experienced by the
consumer.

Finally, LBF alleges that defendants "made other
unsupported claims," Compl. 103, "such as '‘CheapQair
saves you time and guarantees the best rate,' implying
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that they offered the best and lowest rates, leaving no
reason for consumers to comparison shop for better
rates," id. I 107. But these alegations are simply too
vague to alow the conclusion that defendants
"unsupported claims' resulted in actual harm to the
public. That LBF may have lost business as a result of
defendants  assertions is not enough to meet the
requirements of the statute. See Kforce, Inc. v. Alden
Pers., Inc., 288 F. Supp. 2d 513, 519 (SD.N.Y. 2003) ("as
long as the public receives the product or service, a loss
of business by the plaintiff is not considered a public
harm"); QVC, Inc., 1999 U.S Dist. LEXIS 18878, 1999
WL 1125063, at *12 ("[a] deliberate effort by one
competitor to destroy the other's business is not
considered a harm to the public interest . . . . Even if
plaintiffs lost sales to [the defendant], the public still
received [*34] its [product]."); Fashion Boutique of
Short Hills, Inc. v. Fendi USA, Inc., 1992 U.S Dist.
LEXIS 9881, 1992 WL 170559, at *4 (SD.N.Y. July 2,
1992) (where "the gravamen of [plaintiff's] . .. claim is
harm to a store, not harm to its customers, nor harm to the
public at large . . . . the alleged harm to the plaintiff's
business far outweighs any incidental harm to the public
at large.").

Indeed, even if LBF had aleged that it or another
competitor actually offered better rates, [HN16] "[t]he
limited public harm alleged, that . . . consumers paid
more for an allegedly inferior product, is incidental in
nature and insufficient to support a claim under § 349."
Reed Const. Data Inc. v. McGraw-Hill Cos., Inc., 745 F.
Supp. 2d 343, 355 (SD.N.Y. 2010) (where the "only
allegation regarding public harm is that consumers in the
New Y ork construction data market may have overpaid to
subscribe to the Dodge Network when Reed Connect is a
superior product . . . . it does not state a claim under New
York GBL § 349."); see also Gucci 277 F. Supp. 2d at 275
(finding that defendants' "alegation that consumers will
be forced to . . . pay much higher prices to purchase the
same items from [a competitor], does not set forth
sufficient consumer harm to state a claim under § 349.").
The same reasoning applies to a claim under section 350.
See, eg., Greenlight Capital, Inc. v. Greenlight
(Switzwerland) SA., 2005 U.S. Dist. LEXIS 2, 2005 WL
13682, at *6 n.8 (SD.N.Y. Jan. 3, 2005) ("The public
harm analysis of a N.Y. Gen. Bus. Law § 349 holds true
for § 350 claims, which are based on a specific type of
deception, [to wit,] false advertising.").

In the end,

[*35] the allegations regarding

comparative savings “"focug[] on harm to [LBFS]
business interest, not consumer injury or harm to the
public interest." Reed Const. Data, 745 F. Supp. 2d at
355. The crux of LBF's claims is that defendants' actions
"provide an unfair commercial and financial benefit to
Defendants, have caused or threaten to cause injury to
Plaintiff's good will and reputation, and unfairly divert
customers and revenue from Plaintiff." Compl. 7 153,
159. Such allegations do not meet the requirements of
sections 349 or 350.

Accordingly, counts VI and VII of the complaint
should be dismissed.

D. Trade Dress Infringement Claims

The complaint alleges that defendants are liable for
trade dress infringement because their "intentional,
imitation of the distinctive look and feel of [LBF'S|
websites, are likely to cause confusion, mistake, or
deception as to the source, sponsorship, or approval of
defendants' travel services." Id. § 163; see aso id. 1
133-37.

[HN17] "To establish a clam of trade dress
infringement under [the Lanham Act], plaintiff must first
demonstrate that its trade dress is either inherently
distinctive or that it has acquired distinctiveness through
a secondary meaning . . . [and] must [then] demonstrate
that there is a likelihood [*36] of confusion between
defendant's trade dress and plaintiff's” Fun-Damental
Too, Ltd. v. Gemmy Indus. Corp., 111 F.3d 993, 999 (2d
Cir. 1997) (emphasis omitted). " The defendant may avoid
liahility, however, by proving that the trade dress is not
worthy of protection under the trademark law because it
is functional." Laureyssens v. ldea Grp., Inc., 964 F.2d
131, 136 (2d Cir. 1992).

Defendants argue that the complaint does not
adequately plead the substantive elements of a trade dress
claim. See Def. Mem. at 3-6. We need not address any of
these contentions, however, because we agree with
defendants aternative argument that the website trade
dress infringement claims must be dismissed because
they were required to be brought as counterclaims in a
prior action. Seeid. at 6.

Before the instant case was filed, Fareportal and WK
Travel filed a complaint against LBF in the United States
District Court for the Southern District of New York in
which they asserted claims for trademark infringement,
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trade dress infringement, and unfair competition. See
Complaint, filed Apr. 11, 2013 (Docket # 1 in 13 Civ.
2412) ("Def. Compl."). Some of the claims by Fareportal
and WK Travel mirror the claims asserted by LBF here.
For example, Fareportal and WK Travel allege that LBF
purchased keywords of its competitors trademarks,
including Cheapoair and [*37] OneTravel, in the Google
AdWords program. See id. { 36. Additionaly, they
contend that LBF's Smartfares.com website homepage
imitates WK Travel's OneTravel.com homepage, see id.
11 70-75, and that LBF's Travelation.com search screen
imitates the search screen of OneTravel.com, see id. 11
91-95. On May 13, 2013, LBF filed an answer in that suit
but did not assert any counterclaims against Fareportal
and WK Travel. See Answer to Complaint, filed May 13,
2013 (Docket #5 in 13 Civ. 2412).

[HN18] Under Fed. R Civ. P. 13(a), "[a] pleading
must state as a counterclaim any claim that -- at the time
of its service -- the pleader has against an opposing party
if the clam: (A) arises out of the transaction or
occurrence that is the subject matter of the opposing
party's claim; and (B) does not require adding another
party over whom the court cannot acquire jurisdiction.”
The effect of Rule 13(a) isthat "[a] counterclaim which is
compulsory but is not brought is thereafter barred.” Baker
v. Gold Seal Liquors, Inc., 417 U.S. 467, 469 n.1, 94 S.
Ct. 2504, 41 L. Ed. 2d 243 (1974); accord Mali v. Fed.
Ins. Co., 720 F.3d 387, 395 (2d Cir. 2013) ("A
counterclaim that is not timely pled is subsequently
barred.") (citing Baker, 417 U.S at 469 n.1).

[HN19] "Whether a counterclaim is compulsory or
permissive turns on whether the counterclaim arises out
of the transaction or occurrence that is the subject matter
of the [*38] opposing party's claim, and this Circuit has
long considered this standard met when there is a'logical
relationship' between the counterclam and the main
claim." Jones v. Ford Motor Credit Co., 358 F.3d 205,
209 (2d Cir. 2004) (internal quotation marks and citation
omitted). Under this standard, there need not be "an
absolute identity of factual backgrounds'; rather, the
logical relationship test only requires that "the essential
facts of the claims [are] so logically connected that
considerations of judicial economy and fairness dictate
that all the issues be resolved in one lawsuit." 1d. (internal
guotation marks and citations omitted); accord
Critical-Vac Filtration Corp. v. Minuteman Int'l, Inc.,
233 F.3d 697, 699 (2d Cir. 2000).

Defendants assert that LBF's trade dress claims have
"logical and factual connections’ with the claims
defendants brought against LBF in the prior suit because
"[e]stablishing the dates of first use of each party's trade
dress answers the question of who has the trade dress
rightsin both action[s]." Def. Mem. at 6. Defendants also
point out that "a substantial amount of the language in
[defendants] original website trade dress infringement
clams against LBF . . . reappears in LBF's Amended
Complaint . . . thus reinforcing the connections between
the two actions” |Id. Defendants contend that
"determining the priority of [*39] the websites is the
identical issue in the Fareportal Action and this action so
the claims must arise from the same aggregate set of
operative facts, and logicaly relate to each other." Def.
Reply at 7.

As defendants have correctly noted, LBF's trade
dress infringement claims are not only logically related to
defendants' trade dress claims, they are premised on the
exact same factual issues. In their complaint against LBF
in the prior action, defendants allege that LBF "mimicked
the distinctive 'look and feel' of [defendants] websites in
order to make their own competing services appear
connected with [defendants] services and thereby
misappropriate [defendants] good will and customers.”
Def. Compl. 1 125. Additionally, defendants contend that
"LBF Travel's . . . conscious imitation and subjective
intent to imitate and create a likelihood of consumer
confusion is evidenced by the cumulative lack of
differentiation between the distinctive, nonfunctional
design elements of their competing websites.” Id. T 127.
Specifically, defendants allege that "[t]he layout of the
homepage for [LBF's] Smartfares.com is substantially
similar to the homepage for Onetravel .com," id. 1 73, and
that LBF's [*40] website "Travelation.com has adopted a
search screen that is substantially similar to the one
developed and used by OneTravel.com,"” id. 1 94.

In its complaint in this case, LBF has brought
essentially identical trade dress infringement claims
against defendants, with the only difference being that
LBF has alleged that its websites pre-dated defendants
websites. Indeed, LBF alleges the same trade dress
similarities described in defendants prior complaint. Just
as defendants alleged that LBF's Smartfares.com website
mimicked the Onetravel.com website, LBF asserts in its
complaint here that "[d]efendants blatantly imitated the
digtinctive graphic and interactive elements of
Smartfares.com design . . . [on] [t]he homepage for
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Onetravel.com.” Compl. § 91. Additionally, defendants
claim in the prior suit that "Travelation.com has adopted
a search screen that is substantially similar to the one
developed and used by OneTravel.com,” Def. Compl.
94, is mirrored by LBF's claim that "Onetravel.com has
adopted a search screen that has substantially similar ook
and fee to the one developed and used by
Travelation.com,” Compl. § 93. Thus, defendants and
LBF's trade dress claims are premised on the same set
[*41] of facts.

In response to defendants argument on this point,
LBF asserts without support or even explanation that its
"claims against [defendants] . . . arise from an entirely
different set of transactions' and that "the underlying
conduct is not the same." Pl. Mem. at 12. LBF never
elucidates, however, how the factua predicates of the two
claims are different, other than the irrelevant assertion
that two different parties are being accused of trade dress
infringement. See id. ("[In the earlier action,] LBF is the
purported infringer with respect to Fareporta's
trademarks and trade dress; in this action, it is Fareportal
who is accused of infringing on LBF's trademarks and
trade dress."). LBF spends most of its argument on this
point discussing the case of Mattel, Inc v. MGA
Entertainment, Inc., 705 F.3d 1108 (9th Cir. 2013),
which involved competing claims of misappropriation of
trade secrets. Mattel, however, provides no guidance
here. In Mattel, the plaintiff alleged that its former
employees had disclosed its trade secrets directly to the
defendant. 705 F.3d at 1110. The defendant, by contrast,
alleged that the plaintiff's employees stole the defendant's
trade secrets "by engaging in chicanery (such as
masquerading as buyers) at toy fairs” Id. Matte
unremarkably [*42] held that the two sets of claims did
not have the necessary "logical relationship” because the
trade secret claimsinvolved a different "aggregate core of
facts." Id. In our case, by contrast, LBF and defendants
claims for trade dress infringement are premised on the
exact same facts.

In sum, because LBF's trade dress claims share a
"logical relationship" with defendants' trade dress claims
and indeed arise out of the same set of facts, Fed. R Civ.
P. 13(a) required LBF to assert them as compulsory
counterclaims in defendants prior suit. Accordingly,
these claims premised on defendants' alleged trade dress
infringement should be dismissed.*

4 Obvioudly, nothing herein should be construed

as opining as to the merits of any motion LBF
may make to amend its answer in the other
lawsuit to include a counterclaim for trade dress
infringement.

E. Declaratory Judgment Claims

Defendants argue that LBF's claims for "declaratory
judgment of invalidity and cancellation under 15 U.SC. §
1064 of defendants' trademark[s]," see Compl. 1 171-94,
should be dismissed because "the claims are properly
raised, if a al, as compulsory counterclaims in
[defendants] prior action,” Def. Mem. at 12-13.
Defendants assert that courts applying the logical
relationship [*43] test "in the context of intellectual
property litigation have confirmed that such a ‘logical
relationship' exists between infringement claims and
invalidity claims." Def. Prior Mem. at 20. Additionally,
defendants argue that the logical relatedness of the claims
is demonstrated by the fact that LBF asserted trademark
invalidity as an affirmative defense in the prior suit, see
id. a 21, and note that LBF repeatedly mentions in its
amended complaint that "[d]efendants initiation of the
[prior suit] created a case of actual controversy within the
meaning of 28 U.SC. §2201 et seg. thus warranting the
declaratory relief sought by Plaintiff in this matter," see
Compl. 11172, 178.

LBF has not responded to these arguments. Instead,
it has simply stated, "[t]o the extent this Court believes
that the cancellation claims are logically connected to the
Fareportal Action and as such must be brought as
compulsory counterclaims, LBF respectfully requests the
Court's clarification of same and will proceed
accordingly.” Pl. Mem. at 19-20. Additionally, LBF has
noted "that the Fareportal Action is still pending, and
[that] LBF retains the right to make a motion for leave to
amend their Answer to assert counterclaims [in that
action]." Id. at 19.

[*44] Accordingly, because LBF has not disputed
defendants arguments on this issue, we deem its claims
on this point to be abandoned and find that LBF's
declaratory judgment claims should be dismissed. See
Frontline Processing Corp. v. Merrick Bank Corp., 2014
U.S Dist. LEXIS 27571, 2014 WL 837050, at *11
(SD.N.Y. Mar. 3, 2014) ([HN20] "[Paintiff] did not
respond to [defendant's] arguments in support of its
motion to dismiss the deceit claims, and therefore this
Court deems the deceit clam abandoned.”) (citing
Jessamy v. City of New Rochelle, 292 F. Supp. 2d 498,
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504 (SD.N.Y. 2003)); accord McNeil-PPC, Inc. v.
Perrigo Co., 2007 U.S Dist. LEXIS 2102, 2007 WL
81918, at *12 n.4 (SD.N.Y. Jan. 12, 2007) ("[Defendant]
ignores Plaintiffs contention and, therefore, the argument
is deemed conceded."); see generaly Jackson v. Fed.
Express, Inc., 766 F.3d 189, 194 (2d Cir. 2014) (plaintiff
who opposes only part of defendant's summary judgment
motion may be deemed to have abandoned the unopposed
claims).

IV. CONCLUSION

For these reasons, defendants' motion to dismiss the
first amended complaint (Docket # 13) should be granted
in part and denied in part. Specifically, LBF's claims for
trade dress infringement, declaratory judgment, deceptive
practices under N.Y. Gen. Bus. Law § 349, and false
advertising under N.Y. Gen. Bus. Law § 350 should be
dismissed.

PROCEDURE FOR FILING OBJECTIONS TO
THISREPORT AND RECOMMENDATION

Pursuant to 28 U.S.C. § 636(b)(1) and Rule 72(b) of
the Federal Rules of Civil Procedure, the parties have

fourteen (14) days including weekends and holidays from
service of this Report and Recommendation to serve and
file any objections. See dso Fed. R. Civ. P. 6(a), (b), (d).
Such objections (and any responses to objections) shall
be filed with the Clerk of the Court, with copies sent to
the Hon. Lewis A. Kaplan at 500 Pearl Street, New Y ork,
New Y ork 10007. Any request for an extension of time to
file objections must be directed to Judge Kaplan. If a
party fails to file timely objections, that [*45] party will
not be permitted to raise any objectionsto this Report and
Recommendation on appeal. See Thomasv. Arn, 474 U.S
140, 106 S Ct. 466, 88 L. Ed. 2d 435 (1985); Wagner &
Wagner, LLP v. Atkinson, Haskins, Nellis, Brittingham,
Gladd & Carwile, P.C., 596 F.3d 84, 92 (2d Cir. 2010).

Dated: November 5, 2014
New York, New Y ork

/s/ Gabriel W. Gorenstein
GABRIEL W. GORENSTEIN

United States Magistrate Judge
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United States District Court,
C.D. California.

j2 GLOBAL COMMUNICATIONS,
INC., et al., Plaintiffs,
V.
ZILKER VENTURES, LLC, et al., Defendants.

No. CV 08-07470 SJO (AJWx).

|
Signed April 22, 20009.

Attorneys and Law Firms

A. Michael Palizzi, Kristen 1. Spano, Miller Canfield
Paddock and Stone PLC, Detroit, MI, Brian R. England,
Edward Eric Johnson, Robert A. Sacks, Sullivan and
Cromwell LLP, Los Angeles, CA, Frederick R. Juckniess,
Miller Canfield Paddock and Stone, Ann Arbor, MI,
Richard A. Gaffin, Miller Canfield Paddock & Stone
PLC, Grand Rapids, MI, for Plaintiffs.

Enrico C. Schaefer, Traverse Legal PLC, Traverse City,
MI, Ronald Gerson Gabler, Ronald G. Gabler Law
Offices, Encino, CA, for Defendants.

ORDER DENYING DEFENDANTS'
RENEWED MOTION TO DISMISS
AND STRIKE [Docket No. 43.]

S. JAMES OTERO, District Judge.

*1 This matter is before the Court on Defendants
Zilker Ventures, LLC and ChooseWhat.com, LLC's
(collectively, “Defendants”) Renewed Motion to Dismiss

and Strike, filed March 6, 2009. ! Plaintiffs j2 Global
Communications, Inc. (“j2 Global”) and its subsidiary
Call Sciences, Inc. (collectively, “Plaintiffs”) filed an
Opposition, to which Defendants replied. The Court
found this matter suitable for disposition without oral
argument and vacated the hearing set for April 20,
2009. See Fed.R.Civ.P. 78(b). For the following reasons,
Defendants' Motion is DENIED.

I. BACKGROUND

Plaintiffs provide internet fax and messaging services, and
use the trademarks eFax® and Onebox® to market and
sell their services. (Compl.qf 12-14.) Defendants operate
the websites faxcompare.com and pbxcompare.com,
which state that they offer “unbiased” information about
various internet faxing services and online PBX service
providers. (Compl. § 24; Defs.' Mot. 20.) This information
includes what fees each service charges, whether the
service offers a free trial, what hours customer support
is available for each service, and other features of
each service. Plaintiffs allege that these websites are
not unbiased because Defendants collect commissions
and sales bonuses from Plaintiffs' competitors when
Defendants' marketing and promotion efforts result in a
customer purchasing the competitor's services. (Compl.
99 22, 24; Pls.' Opp'n 1.) Plaintiffs claim that Defendants
rate Plaintiffs' paying competitors higher than Plaintiffs
and do not disclose to viewers that they are paid by
Plaintiffs' competitors to promote their services. (Compl.q
25.) Plaintiffs also allege that Defendants use Plaintiffs'
trademarks on their websites without permission, and use
them as “keywords” in internet advertising programs,
such that when consumers enter “EFAX” as a search
term on Google, Defendants' advertisements appear.
(Compl.qq23-24.)

Based on Defendants' operation of their websites and
their use of Plaintiffs' trademarked terms, Plaintiffs
brought suit against Defendants alleging: (1) trademark
infringement; (2) unfair competition; and (3) false
advertising. Defendants now move to strike Plaintiffs'
state law claims under California's Anti-Strategic Lawsuit
Against Public Participation (“anti-SLAPP”) statute,
Cal.Code Civ. Proc. § 425.16, and for dismissal of
Plaintiffs' federal law claims under Federal Rule of Civil
Procedure (“Rule”) 12(c).

II. DISCUSSION

A. The Court DENIES Defendants' Motion to Dismiss

Pursuant to California's AntiSLAPP Statute.
The anti-SLAPP statute provides that “a cause of action
against any person arising from any act of that person
in furtherance of the person's right of petition or free
speech under the United States or California Constitution
in connection with a public issue shall be subject to a
special motion to strike, unless the court determines that
the plaintiff has established that there is a probability that
the plaintiff will prevail on the claim.” Cal.Code Civ. Proc.
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§425.16(b)(1). “The hallmark of a SLAPP lawsuit is that
it lacks merit, and is brought with the goals of obtaining
an economic advantage over a citizen party by increasing
the costs of litigation to the point that the citizen party's
case will be weakened or abandoned, and of deterring
future litigation.” Bosley Med. Inst ., Inc. v. Kremer, 403
F.3d 672, 682 (9th Cir.2004) (citing United States ex rel.
Newsham v. Lockheed Missiles & Space Co., 190 F.3d 963,
970-71 (9th Cir.1999)).

*2 “A court considering a motion to strike under
the anti-SLAPP statute must engage in a two-part
inquiry. First, a defendant ‘must make an initial prima
facie showing that the plaintiff's suit arises from an
act in furtherance of the defendant's rights of petition
and free speech.” Second, once the defendant has
made a prima facie showing, the burden shifts to
the plaintiff to demonstrate a probability of prevailing
on the challenged claims. “Kinderstart .com LLC v.
Google, Inc., No. 06-2057, 2006 U.S. Dist. LEXIS
45700, at *2-3 (N.D. Cal. June 26, 2006) (citing Vess
v. Ciba—Geigy Corp. USA, 317 F.3d 1097, 1110 (9th
Cir.2003)). “A defendant's anti-SLAPP motion should
be granted when a plaintiff presents an insufficient
legal basis for the claims or ‘when no evidence of
sufficient substantiality exists to support a judgment
for the plaintiff.” Metabolife Int'l, Inc. v. Wornick, 264
F.3d 832, 840 (9th Cir.2001) (internal citations omitted).
“Only a cause of action that satisfies both prongs of
the anti-SLAPP statute-i.e. that arises from protected
speech or petitioning and lacks even minimal merit-is
a SLAPP, subject to being stricken under the statute.”
Haneline Pac. Props., LLCv. May, 167 Cal.App.4th 311,
318, 83 Cal.Rptr.3d 919 (Cal.Ct.App.2008). In addition,
courts must determine whether the anti-SLAPP statute's
exception for commercial activities allows a plaintiff
to bring a lawsuit despite the statute's general ban.
See Cal.Code Civ. Proc. § 425.17. In making these
determinations, the court considers “the pleadings, and
supporting and opposing affidavits stating the facts upon
which the liability or defense is based.” Id. § 425.16(b)(2).

1. Defendants Acts Arise from Protected Activity.
Acts that arise from protected activity include “any
written or oral statement or writing made in a place open
to the public or a public forum in connection with an issue
of public interest.” Id . § 425.16(e)(3). Plaintiffs do not
dispute that the statements on Defendants' websites were

made in a public forum, but argue that they do not pertain
to issues of public interest. (See Pls.' Opp'n 5.)

“The definition of ‘public interest’ within the meaning of
the anti-SLAPP statute has been broadly construed to
include not only governmental matters, but also private
conduct that impacts a broad segment of society and/or
that affects a community in a manner similar to that of
a governmental entity.” Damon v. Ocean Hills Journalism
Club, 85 Cal.App.4th 468, 479, 102 Cal.Rptr.2d 205
(Cal.Ct.App.2000). “The most commonly articulated
definitions of ‘statements made in connection with a
public issue’ focus on whether: (1) the subject of the
statement or activity precipitating the claim was a person
or entity in the public eye; (2) the statement or activity
precipitating the claim involved conduct that could affect
large numbers of people beyond the direct participants;
and (3) the statement or activity precipitating the claim
involved a topic of widespread public interest.” Wilbanks
v. Wolk, 121 Cal.App.4th 883, 898, 17 Cal.Rptr.3d
497 ( Cal.Ct.App.2004). “Consumer information ... at
least when it affects a large number of persons, also
generally is viewed as information concerning a matter
of public interest.” Id. at 898-899, 17 Cal.Rptr.3d 497
(citing Paradise Hills Assocs. v. Procel, 235 Cal.App.3d
1528, 1 Cal.Rptr.2d 514 (Cal.Ct.App.1991)). “Courts
have recognized the importance of the public's access
to consumer information.... Members of the public have
recognized their roles as consumers and through concerted
activities, both private and public, have attempted to
improve their relative positions vis-a-vis the suppliers and
manufacturers of consumer goods. They clearly have an
interest in matters which affect their roles as consumers,
and peaceful activities ... which inform them about such
matters are protected by the First Amendment.” Id.
(citing Paradise Hills Assocs., 235 Cal.App.3d at 1544,
1 Cal.Rptr.2d 514). Similarly, “information to assist
patients in choosing doctors” constitutes a matter of
public concern. See Carver v. Bonds, 135 Cal.App.4th 328,
344, 37 Cal.Rptr.3d 480 (Cal.Ct.App.2005).

*3  Here, Defendants'
regarding various internet faxing services and online PBX
service providers. (Compl. q 24; Defs.! Mot. 20.) The
information allow consumers to make informed decisions,
and is viewed by a large number of internet users. Thus,
Defendants' activity in providing this information to
consumers via their websites constitutes protected speech,
and is “in connection with a public issue.” See Cal.Code.

websites offer information
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Civ. Proc. § 425.16(b)(1); Wilbanks, 121 Cal.App. 4th at,
898; Carver, 135 Cal.App.4th at 344, 37 Cal.Rptr.3d 480.

2. Defendants' Activities Do Not Fall Within § 425.17's

Exception.
The anti-SLAPP statute does not apply to “any cause of
action brought against a person primarily engaged in the
business of selling or leasing goods or services ... arising
from any statement or conduct by that person if ... (1) the
statement or conduct consists of representations of fact
about that person's or a business competitor's business
operations, goods, or services, that is made for the purpose
of obtaining approval for, promoting, or securing sales
or leases of, or commercial transactions in, the person's
goods or services, or the statement or conduct was made
in the course of delivering the person's goods or services”;
and (2) “the intended audience is an actual or potential
buyer or customer....” Cal.Code Civ. Proc. § 425.17(c).
The defendant bears the burden of establishing that its
conduct is outside the scope of § 425.17's bar. Girafa.com,
Inc. v. Alexa Internet, Inc., No. 08-2745, 2008 U.S. Dist.
LEXIS 78260, at *14 (N.D.Cal. Oct. 6, 2008).

Here, Defendants are not “primarily engaged in the
business of selling goods or services.” Id. Although they
receive revenues from some of the business listed on their
website, the websites at issue do not involve sales of
any kind-viewers access and read the information listed
for free. Moreover, Defendants, like Consumer Reports,
provide information to consumers to allow them to make
more informed purchases. And although Defendants earn
revenues from some of the service providers it reviews
on its website, Consumer Reports earns revenues from
sales of subscriptions to its magazine and website, and
the Central District of California has held that Consumer
Reportsis not “primarily engaged in the business of selling
goods or services.” See New.Net, Inc. v. Lavasoft, 356
F.Supp.2d 1090, 1104 (C.D.Cal.2004). In any case, as
explained below, Plaintiffs have shown a probability of
success on the merits and thus Defendants' motion to
strike must fail.

3. Plaintiffs Have Shown a Probability of Prevailing on
the Claim.
To establish a “probability” that they will prevail on the
merits of their Complaint, Plaintiffs must “demonstrate
that the [Clomplaint is both legally sufficient and
supported by a sufficient prima facie showing of facts to

sustain a favorable judgment if the evidence submitted
by [Plaintiffs] is credited.” Rusheen v. Cohen, 37 Cal.4th
1048, 1056, 39 Cal.Rptr.3d 516, 128 P.3d 713 (Cal.2006)
(internal citations omitted). Here, Plaintiffs allege state
law claims for: (1) false advertising under California
Business and Professions Code (“CBPC”) § 17500 et
seq; (2) unfair competition under CBPC § 17200 et seq;
and (3) common law unfair competition and trademark
infringement.

*4 CBPC § 17200 defines unfair competition as
“any unlawful, unfair, or fraudulent business act or
practice and unfair, deceptive, untrue or misleading
advertising and any act prohibited by” §§ 17500 to
17594. CBPC § 17500 prohibits false or misleading
statements. Plaintiffs allege that Defendants' use of
Plaintiffs' trademarks, “misleading comparison reviews,”
and alleged misrepresentation that their websites are
unbiased violate these sections. These allegations are
legally sufficient and would allow Plaintiffs to obtain
a favorable judgment if proven true. In addition,
despite Defendants' assertions otherwise, Plaintiffs need
not allege reliance on Defendants' misrepresentations.
See, e.g., In re Ditropan XL Antitrust Litig., 529
F.Supp.2d 1098, 1106 (holding that while “it is logical
to require reliance on misrepresentations when an
unfair competition claim is premised on allegations of
fraudulent business practices, “where ... plaintiffs allege
that they were harmed by other types of misconduct
actionable under [CBPC § 17200] the Court finds
no basis for requiring reliance on misrepresentations”)
(N.D.Cal.2007). Accordingly, Plaintiffs have satisfied
their burden of showing a probability of prevailing on
their § 17200 and § 17500 claims.

Thus, the Court DENIES Defendants' Motion to Strike
pursuant to the anti-SLAPP statute.

B. The Court DENIES Defendants' Motion to Dismiss

Pursuant to Rule 12(c).
Rule 12(c) allows a party to move for judgment on the
pleadings after the pleadings are closed. “Judgment on
the pleadings is proper when, taking all allegations in the
pleading as true, the moving party is entitled to judgment
as a matter of law. Stanley v. Trs. of the Cal State.
Univ., 433 F.3d 1129, 1133 (9th Cir.2006) (citing Owens
v. Kaiser Found. Health Plan, Inc., 244 F.3d 708, 713 (9th
Cir.2001). “Motions for judgments on the pleadings under
Rule 12(c) and motions to dismiss for failure to state a
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claim under Rule 12(b)(6) are ‘functionally identical.”
Pac. W. Group v. Real Time Solutions, No. 07-56032, 2008
U.S.App. LEXIS 27037, at *3-4 (9th Cir. Nov. 24, 2008)
(citing Dworkin v. Hustler Magazine Inc., 867 F.2d 1188,
1192 (9th Cir.1989)). Accordingly, in analyzing a motion
for judgment on the pleadings, a court accepts the non-
moving party's material allegations as true and construes
them in the light most favorable to the non-moving party.
Shwarz v. United States, 234 F.3d 428, 435 (9th Cir.2000).
Dismissal is proper if the claim lacks a “cognizable legal
theory” or “sufficient facts alleged under a cognizable
legal theory.” Balistreri v. Pacifica Police Dep't, 901 F.2d
696, 699 (9th Cir.1988). In pleading sufficient facts, a party
must proffer “enough facts to state a claim to relief that is
plausible on its face.” Bell Atl. Corp., 127 S.Ct. at 1974.

In the instant action, Plaintiffs bring claims for: (1)
trademark infringement in violation of the Lanham Act,
15 U.S.C. § 1125(a)(1) (A); and (2) unfair competition/
false or misleading advertising in violation of the Lanham
Act, 15 U.S.C. § 1125(a)(1)(B).

*5 The Lanham Act creates liability for “any person
who, on or in connection with any goods or services ... uses
in commerce any word, term, name, symbol, or device,
or any combination therefore, or any false designation of
origin, false or misleading description of fact, or false or
misleading representation of fact, which (A) is likely to
cause confusion, or to cause mistake, or to deceive as to
the affiliation, connection or association of such person
with another person ... or (B) in commercial advertising
or promotion, misrepresents the nature, characteristics,
qualities, or geographic origin of his or her or another
person's goods, services or commercial activities.” 15
U.S.C. § 1125(a)(1). A defendant is not liable for
“nominative fair use” of a plaintiff's mark. Yeager v.
Cingular Wireless LLC, No. 07-2517, 2008 U.S. Dist.
LEXIS 46449, at *16-17 (E.D. Cal. June 12, 2008).
To establish fair use, a defendant must show that: (1)
the product or service in question is one not readily

Footnotes

identifiable without the use of the trademark: (2) the
defendant used only so much of the mark or marks as
necessary to identify the product or service; and (3) the
defendant did nothing that would, in conjunction with
the mark, suggest sponsorship or endorsement by the
trademark holder. Id. at *17.

Here, Defendants claim that their use of “Onebox” and
“eFax” on their websites is “classic fair use.” (Defs.' Mot.
12-13.) Plaintiffs argue that Defendants' use is not fair
use because their service is readily identifiable without
the use of their marks, and that Defendants' use of their
marks suggests to consumers that Defendants may be
affiliated with eFax® or with Plaintiffs. The Court finds
that Defendants' assertion of a fair use defense in a
motion to dismiss is premature. See Yeager, 2008 U.S.
Dist. LEXIS 46449, at *18-*19 (holding that “defendant's
assertion that the nominative fair use defense applies is
premature. Further, defendant has failed to cite any case
where, on a motion to dismiss, a court has dismissed a
claim based upon the nominative fair use”). Likewise,
Defendants' contention that Plaintiffs' marks are merely
descriptive or generic is also premature, as whether a
term is descriptive or generic is a question of fact.
Comm. for Idaho's High Desert v. Yost, 92 F.3d 814,
821 (9th Cir.1996); In re Northland Aluminum Prods., 777
F.2d 1556, 1559 (Fed.Cir.1985). Accordingly, the Court
DENIES Defendants' Motion to Dismiss pursuant to
Rule 12(c).

III. CONCLUSION
For the foregoing reasons, the Court
Defendants' Motion to Dismiss and Strike.

DENIES

IT IS SO ORDERED.

All Citations

Not Reported in F.Supp.2d, 2009 WL 10290698

1 Defendants entitled their Motion “Renewed Motion” because they previously filed a motion to dismiss and strike but

withdrew it before the Court ruled on it. (Defs.' Not. 1 3.)

End of Document
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KeyCite Yellow Flag - Negative Treatment
Declined to Follow by LG Electronics U.S.A., Inc. v. Whirlpool Corp.,
N.D.IIL., August 10, 2011

673 F.Supp.2d 630
United States District Court,
N.D. Illinois,
Eastern Division.

MORNINGWARE, INC., Plaintiff,
v.
HEARTHWARE HOME
PRODUCTS, INC., Defendant.

No. 09 CV 4348.
|

Nov. 16, 2009.

Synopsis

Background: Counter-top electric stove manufacturer
brought action against competitor, alleging violations of
Lanham Act and state law claims of unfair competition
and commercial disparagement relating to competitor's
purchase of manufacturer's trademark for search engine
advertisement program. Competitor moved to dismiss for
failure to state a claim.

Holdings: The District Court, Amy J. St. Eve, J., held that:

[1] manufacturer stated “use in commerce” claim under
Lanham Act;

[2] manufacturer sufficiently alleged potential for
consumer confusion;

[3] manufacturer sufficiently stated a claim for product
disparagement pursuant to Lanham Act; and

[4] manufacturer sufficiently stated claim of commercial
disparagement under Illinois law.

Motion denied.

West Headnotes (12)

By

2]

131

Trademarks
&= Complaint or Petition

Allegations that counter-top electric oven
manufacturer owned the “Morningware”
trademark, and that competitor's actions
violated manufacturer's trademark, were
sufficient to plead a protectible interest in such
trademark.

Cases that cite this headnote

Trademarks
&= Internet use

Trademarks
&= Infringement

Counter-top electric oven manufacturer
stated “use in commerce” of manufacturer's
trademark “in connection with the sale,
offering for sale, distribution, or advertising
of goods and services,” as required for
trademark infringement claim under Lanham
Act, on allegations that competitor purchased
manufacturer's trademark through a search
engine's advertisement program. Lanham

Act, §43(a)(1), 15 U.S.C.A. § 1125(a)(1).

Cases that cite this headnote

Trademarks
&= Infringement

Allegations that competitor used counter-top
electric oven manufacturer's trademark, or
variations thereof, as a keyword for use in
search engine advertisement program, and
that if a user searched for manufacturer's
trademark in such search engine competitor's
advertisement appeared, were factually
sufficient to establish potential for initial
interest confusion on the part of consumers,
as required to state trademark infringement
claim under Lanham Act. Lanham Act, §
43(a)(1), 15 U.S.C.A. § 1125(a)(1).
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4]

151

[ol

1 Cases that cite this headnote

Trademarks
&= “Initial interest” confusion

Initial interest confusion, which is actionable
under the Lanham Act, occurs when a
customer is lured to a product by the similarity
of the mark, even if the customer realizes
the true source of the goods before the sale
is consummated. Lanham Act, § 43(a)(1), 15
U.S.C.A.§ 1125(a)(1).

Cases that cite this headnote

Trademarks
&= Factors considered in general

In assessing the likelihood of consumer
confusion in determining whether a
competitor has infringed on another's
trademark, the court considers: (1) the
similarity between the marks in appearance
and suggestion, (2) the similarity of the
products, (3) the area and manner of
concurrent use of the products, (4) the degree
of care likely to be exercised by consumers,
(5) the strength of the plaintiff's marks, (6)
any evidence of actual confusion, and (7) the
defendant's intent to palm off its goods as
those of the plaintiff's. Lanham Act, §43(a)(1),
15 US.C.A. § 1125(a)(1).

3 Cases that cite this headnote

Antitrust and Trade Regulation
@ Advertising, Marketing, and Promotion

To establish a claim under the false or
deceptive advertising prong of the Lanham
Act, a plaintiff must prove: (1) a false
statement of fact by the defendant in a
commercial advertisement about its own or
another's product; (2) the statement actually
deceived or has the tendency to deceive a
substantial segment of its audience; (3) the
deception is material, in that it is likely to
influence the purchasing decision; (4) the
defendant caused its false statement to enter
interstate commerce; and (5) the plaintiff has

171

8]

191

[10]

been or is likely to be injured as a result of
the false statement, either by direct diversion
of sales from itself to defendant or by a
loss of goodwill associated with its products.
Lanham Act, § 43(a)(1)(B), 15 U.S.CA. §
1125(a)(1)(B).

5 Cases that cite this headnote

Antitrust and Trade Regulation
&= Particular cases

Counter-top electric oven manufacturer's
allegations that text of competitor's
advertisement that appeared after a consumer
searched for manufacturer's trademark would
lead consumers to incorrectly believe
manufacturer's products were inferior or fake
were sufficient to state claim for product
disparagement pursuant to Lanham Act.
Lanham Act, § 43(a)(1)(B), 15 US.C.A. §
1125(a)(1)(B).

Cases that cite this headnote

Antitrust and Trade Regulation
&= Nature and Elements

Claims for unfair competition and deceptive
business practices brought under Illinois
statutes are to be resolved according to the
principles set forth under the Lanham Act.
Lanham Act, §43(a)(1), 15 U.S.C.A.§1125(a)
(1); S.H.A. 815 ILCS 510/2.

8 Cases that cite this headnote

Antitrust and Trade Regulation
&= Exclusive and concurrent remedies

Antitrust and Trade Regulation
&= Exclusive and Concurrent Remedies or
Laws

Under Illinois law, a common law unfair
competition claim need not be separately
addressed since it is codified by the Deceptive
Trade Practices Act. S.H.A. 815 ILCS 510/2.

2 Cases that cite this headnote

Libel and Slander
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&= Actionable words or conduct relating to
quality or value

Counter-top electric oven manufacturer's
allegation that competitor's statement in its
“Why Buy an Imitation?” advertisement
disparaged manufacturer's products by
implying that its products were fakes or
imitations, and therefore inferior in quality,
was sufficient to state a claim of commercial
disparagement under Illinois law.

2 Cases that cite this headnote

[11]  Libel and Slander

&= Actionable words or conduct relating to
quality or value
Libel and Slander

&= Falsity
To state a cause of action for commercial
disparagement under Illinois law, plaintiff
must show that defendants made false and
demeaning statements regarding the quality of
plaintiff's goods and services.

2 Cases that cite this headnote

[12]  Trademarks
&= Alphabetical listing

Morningware.

Cases that cite this headnote

Attorneys and Law Firms

*632 Edward L. Bishop, The Law Office of Edward
L. Bishop, Nicholas S. Lee, Bishop & Diehl, LTD.,
Schaumburg, IL, for Plaintiff.

David M. Farnum, Calvin R. Nelson, Meaghan
Hemmings Kent, Venable LLP, Washington, DC,
Cameron H. Tousi, Ralph P. Albrecht, Venable LLP,
Vienna, VA, William P. Oberhardt, William P. Oberhardt,
LLC, Chicago, IL, for Defendant.

MEMORANDUM OPINION AND ORDER

AMY J. ST. EVE, District Judge:

For the following reasons, the Court denies Defendant
Hearthware Home Products, Inc.'s (“Hearthware”)
Motion to Dismiss for Failure to State a Claim (“Motion
to Dismiss™).

BACKGROUND

Plaintiff Morningware, Inc. (“Morningware”) filed
its complaint against Hearthware on July 20, 2009
(“Complaint”). Plaintiff's Complaint alleges five causes of
action: (i) unfair competition in violation of 15 U.S.C.
§ 1125(a); (ii) product disparagement in violation of 15
U.S.C. § 1125(a)(1)(B); (iii) deceptive trade practices in
violation of 815 ILCS 510/2; (iv) common law unfair
competition; and (v) commercial disparagement. (R. 1-1,
Complaint.)

According to the Complaint, Morningware is a
corporation that sells consumer products including
counter-top electric ovens. Id. at 9§ 6. Morningware
has employed the MORNINGWARE mark since 2002
in connection with its counter-top ovens. Id. at § 7.
Morningware sells its ovens in retail locations and
promotes them through a website, www.morningware.com.
Id. at 9 8-9. The MORNINGWARE mark has become
associated with Morningware and identifies Morningware
as the source of goods and services associated with the
mark. Id. atq 3.

Hearthware is Morningware's nearest competitor in the
counter-top electric oven market. Id. at § 17. Hearthware
operates a website, www. mynuwaveover. com. Id. at
3. Hearthware participates in “pay-per-click” advertising
offered by a variety of internet search engines, including
Google, Yahoo, AOL and MSN. Id. at Y 1, 22. Internet
search engines allow internet users to locate websites that
correspond with keywords entered as search terms by
users. Id. at ] 4, 22. An internet user enters a search term
corresponding with the item in which they are interested
and the search engine provider displays links related
to that search term to the user in order of decreasing
relevance as determined by the search engine provider. /d.
at 99/ 22-23. As a result of this capability, search engines
obtain a large percentage of their revenue from the sale
of “contextual advertising” which permits companies to
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place their advertisements in front of consumers based on
the search terms they enter. Id. at 9 23.

By way of example, Google offers a keyword-triggered
program, “AdWords.” Id. at 9 24. When an internet
user enters a search term into Google's search engine, in
addition to the typical search results provided to the user,
the search engine also generates links to advertisers who
have “purchased” or “bid on” the search term entered
by the user. Id. Search engines refer to these links as
“Sponsored Links” and they appear on the top and
margins of the search result pages. Id. Morningware's
*633 Complaint further alleges that “the search result
pages are designed so that the ‘Sponsored Link’ display
is inconspicuous, confusing and ambiguous so it is not
apparent who ‘sponsors' these links and whether a sponsor
of the link is associated in any way with the company that
is the subject of the search.” Id. Google's trademark policy
states that “the advertisers themselves are responsible for
the keywords and ad content that they choose to use,” and
Morningware therefore alleges that “Hearthware remains
liable for its decision to use [Morningware]'s trademark as
a keyword in Google's AdWords program.” Id. at  26.

Hearthware has used Morningware's trademark, or
variations of Morningware's trademark, as a keyword
in Google's AdWords program. Id. at § 27. If an
internet user enters the term “Morningware” as a
search term in Google, Hearthware's advertisement link
appears before a link to Morningware's website. Id.
The content of the link to Hearthware's website, www.
mynuwaveoven.com, states, “The Real NuWave ® Oven
Pro Why Buy an Imitation? 90 Day Gty.” Id at Ex.
A. Morningware alleges that the topmost placement of
Hearthware's advertisement on the search results page
coupled with the “Why Buy an Imitation?” statement
demonstrates a false claim of product superiority over
Morningware's products, and that this misleads and/or
confuses consumers into “believing that [Morningware]'s
products are inferior to Hearthware's because they are
‘Imitations,” and thus fakes, of Hearthware's products,
which they are not.” Id. at q 30.

Morningware also alleges that through the use of
Morningware's trademarks, Hearthware seeks to “exploit
the hard-earned goodwill of [Morningware] and its
products and services.” Id at 9 31. Specifically,
Hearthware's use of Morningware's trademarks coupled
with its “Imitation” advertisement reflects Hearthware's

intention to divert consumers from Morningware's
website to Hearthware's website. /d. Hearthware's actions
mislead and/or confuse consumers into falsely believing
that Morningware sponsors Hearthware's own website
and potential customers have visited Hearthware's website
after entering the search term “Morningware” believing
that Morningware counter-top electric ovens are available
from Hearthware. Id. at 9 33-34. Hearthware's actions
have damaged Morningware. Id. at 4 27.

On September 21, 2009, Hearthware filed its Motion
to Dismiss requesting the Court to dismiss each of
Morningware's five causes of action against Hearthware.
(R. 421, Motion to Dismiss; R. 43—1, Memorandum of
Law in Support of Motion to Dismiss (“Memorandum™).)

LEGAL STANDARD

“A motion under Rule 12(b)(6) challenges the sufficiency
of the complaint to state a claim upon which relief may be
granted.” Hallinan v. Fraternal Order of Police of Chicago
Lodge No. 7, 570 F.3d 811, 820 (7th Cir.2009). Pursuant to
Rule 8(a)(2), a complaint must include “a short and plain
statement of the claim showing that the pleader is entitled
to relief.” Fed.R.Civ.P. 8(a) (2). As the Seventh Circuit
recently explained, this “[r]ule reflects a liberal notice
pleading regime, which is intended to ‘focus litigation
on the merits of a claim’ rather than on technicalities
that might keep plaintiffs out of court.” Brooks v. Ross,
578 F.3d 574, 580 (7th Cir.2009) (quoting Swierkiewicz
v. Sorema N.A., 534 U.S. 506, 514, 122 S.Ct. 992, 152
L.Ed.2d 1 (2002)). This short and plain statement must
“give the defendant fair notice of what the claim is and
the grounds upon which it rests.” *634 Bell Atlantic v.
Twombly, 550 U.S. 544, 555, 127 S.Ct. 1955, 167 L.Ed.2d
929 (2007) (quoting Conley v. Gibson, 355 U.S. 41, 47, 78
S.Ct. 99, 2 L.Ed.2d 80 (1957)).

Under the federal notice pleading standards, a plaintiff's
“factual allegations must be enough to raise a right to
relief above the speculative level.” Twombly, 550 U.S. at
555, 127 S.Ct. 1955. Put differently, a “complaint must
contain sufficient factual matter, accepted as true, to ‘state
a claim to relief that is plausible on its face.” ” Ashcroft
v. Igbal, 556U.S. 662, 129 S.Ct. 1937, 1949, 173 L.Ed.2d
868 (2009) (quoting Twombly, 550 U.S. at 570, 127 S.Ct.
1955); see also Limestone Dev. Corp. v. Village of Lemont,
1ll., 520 F.3d 797, 803 (7th Cir.2008) (amount of factual



PUBLIC

Morningware, Inc. v. Hearthware Home Products, Inc., 673 F.Supp.2d 630 (2009)

allegations required to state a plausible claim for relief
depends on complexity of legal theory). “[W]hen ruling
on a defendant's motion to dismiss, a judge must accept
as true all of the factual allegations contained in the
complaint.” Erickson v. Pardus, 551 U.S. 89, 127 S.Ct.
2197, 2200, 167 L.Ed.2d 1081 (2007).

ANALYSIS

I. Lanham Act—False Designation of Origin

“In order to succeed on [its] Lanham Act claim, Plaintiff
must establish: (1) that [Plaintiff] owns a protectible
trademark, and (2) that use of this mark by [Defendant]
is likely to cause confusion among consumers.” Segal v.
Geisha NYC LLC, 517 F.3d 501, 506 (7th Cir.2008) (citing
15 U.S.C. § 1125). The Lanham Act states:

(a) Civil Action

(1) Any person who, on or in connection with any
goods or services ... uses in commerce any word, term,
name, symbol, or device, or any combination thereof,
or any false designation of origin, false or misleading
description of fact, or false or misleading representation
of fact, which—

(A) is likely to cause confusion, or to cause mistake,
or to deceive as to the affiliation, connection, or
association of such person with another person, or as to
the origin, sponsorship, or approval of his or her goods,
services, or commercial activities by another person, or

(B) in commercial advertising or promotion,
misrepresents the nature, characteristics, qualities, or
geographic origin of his or her or another person's
goods, services, or commercial activities, shall be liable
in a civil action by any person who believes that he or

she is or is likely to be damaged by such act.

15 U.S.C. § 1125(a)(1).

A. Protectible Trademark
[1] Hearthware presents no arguments to establish that
Morningware has not sufficiently alleged ownership in a
protectible trademark. Morningware's Complaint alleges
that “[Morningware] has used the MORNINGWARE
mark since at least 2002 in the United States in connection
with counter-top electric ovens,” that “as a result of
[Morningware]'s extensive and continuous use of the

MORNINGWARE mark, it has become, and continues
to be a valuable property right of [Morningware],”
and that Hearthware's actions violate Morningware's
trademark(s). (R. 1-1, Complaint.) These allegations are
sufficient to withstand a motion to dismiss. See, e.g.,
Vulcan Golf, LLC v. Google Inc., 552 F.Supp.2d 752,
762-766 (N.D.I11.2008) (holding that plaintiff's allegations
that plaintiff owns the “Vulcan Gulf” trademark and
the “Vulcan Golf” tradename and that vulcanogolf.com
violates plaintiff's trademark on that name are sufficient
to establish a protectible interest at the motion to dismiss
stage).

*635 B. Use in Commerce

In the present that
Morningware cannot meet the second element of its
false designation of origin trademark infringement claim.
Specifically, Hearthware argues that “[Hearthware]'s
purchase of the keyword ‘morningware’ is not a use
in commerce as required and defined by the Lanham
Act” because “Hearthware never placed that term on any
product, good, or service, or used it in any way that
would indicate source or origin.” (R. 43-1, Memorandum,
p. 6.) There is no controlling Seventh Circuit authority
governing whether the purchase of a trademarked
term through a search engine's advertisement program
constitutes a “use” pursuant to the Lanham Act. See,
e.g., Int'l Profit Assocs. v. Paisola, 461 F.Supp.2d 672, 677
(N.D.I11.2006) (“The law in the Seventh Circuit is silent on
whether the use of a trademark as a keyword in an online
search program such as Google's AdWords is a use ‘in
commerce’ under the Lanham Act as required to establish
a claim, but other courts have determined that purchasing
a trademarked term as a ‘keyword’ for Google AdWords
program meets the Lanham Act's use requirement.”)

motion, Hearthware asserts

[2] The parties spend a great deal of their Motion to
Dismiss briefing disputing the holding of Rescuecom,
a non-controlling decision by the Second Circuit. The
defendant in the Rescuecom case was the search engine
provider, as opposed to the plaintiff's competitor as in the
present case. Notwithstanding this factual discrepancy,
the Second Circuit's analysis and holding, which accord
with the analyses of the majority of courts that have
ruled on similar issues, are applicable and persuasive.
In holding that the plaintiff adequately pled a Lanham
Act violation and established likelihood of confusion, the
Second Circuit stated:
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Rescuecom  has alleged that
[Google's use of Rescuecom's
trademark in its AdWords program
causes likelihood of confusion],
in that would-be purchasers (or
explorers) of its services who search
for its website on Google are
misleadingly directed to the ads
and websites of its competitors in
a manner which leads them to
believe mistakenly that these ads
or websites are sponsored by, or
affiliated with Rescuecom. This is
particularly so, Rescuecom alleges,
when the advertiser's link appears
in a horizontal band at the top of
the list of search results in a manner
which makes it appear to be the
most relevant search result and not
an advertisement. What Rescuecom
alleges is that by the manner of
Google's display of sponsored links
of competing brands in response
to a search for Rescuecom's brand
name (which fails adequately to
identify the sponsored Ilink as
an advertisement, rather than a
relevant search result), Google
creates a likelihood of consumer
confusion as to trademarks. If the
searcher sees a different brand name
as the top entry in response to the
search for ‘Rescuecom,’ the searcher
is likely to believe mistakenly that
the different name which appears
is affiliated with the brand name
sought in the search and will not
suspect, because the fact is not
adequately signaled by Google's
presentation, that this is not the
most relevant response to the search.
Whether Google's actual practice is
in fact benign or confusing is not for
us to judge at this time. We consider
at the 12(b)(6) stage only what is
alleged in the Complaint.

Rescuecom Corp. v. Google, Inc., 562 F.3d 123, 130-31 (2d
Cir.2009).

Moreover, a review of case law outside of the Seventh
Circuit reveals that a majority of courts have found that
actions such as those taken by Hearthware in *636
purchasing Morningware's trademark as a search term
constitute a Lanham Act “use.” See, e.g, id (holding
that allegations establishing display, offer and sale of
plaintiff's trademark by Google to advertisers established
a “use in commerce” under the Lanham Act sufficient
to survive a motion to dismiss); J.G. Wentworth, S.S.C.
Ltd. P'ship v. Settlement Funding LLC, 2007 WL 301135,
2007 U.S. Dist. LEXIS 288 (E.D.Pa. Jan. 4, 2007) (finding
that a competitor's use of company's name as a keyword
under an advertising program offered by an internet
search engine constituted a “use” under the Lanham Act);
Boston Duck Tours, LP v. Super Duck Tours, LLC, 527
F.Supp.2d 205, 207 (D.Mass.2007) (“Because sponsored
linking necessarily entails the ‘use’ of the plaintiff's mark
as part of a mechanism of advertising, it is ‘use’ for
Lanham Act purpose”) (reversed on other grounds);
Buying for the Home, LLC v. Humble Abode, LLC, 459
F.Supp.2d 310 (D.N.J.2006) (holding that a competitor's
action in causing a sponsored ad to appear next to
the results of an online search engine's search results
using plaintiff's trademark constituted a “use” under the
Lanham Act). Indeed, while not explicitly ruling on the
issue presented here, at least one district court in this
circuit has recognized that the term “use” under the
Lanham Act “has been interpreted broadly in other cases
involving the internet and domain names.” Vulcan Golf,
LLCv. Google Inc., 552 F.Supp.2d 752, 769 (N.D.I11.2008)
(declining to dismiss case pursuant to 12(b) (6) motion
where complaint sufficiently pled facts to establish that
defendant's registering of domain names that were the
same as or substantially similar to plaintiff's trademarks
was a “use in commerce” under the Lanham Act). Like the
court in Vulcan Golf, here the Court “simply cannot make
a definitive ruling on the ‘use’ issue without engaging in
fact-finding, which is inappropriate at this stage of the
litigation.” See id.

C. Likelihood of Confusion
[3] Hearthware also argues that, even if Morningware
meets the use in commerce element, Morningware's claim
fails because “no reasonable factfinder would find a
likelihood of confusion under the alleged facts.” (R. 43—
1, Memorandum, p. 6.) Hearthware further contends that
“[tlhe mere purchase of keywords for use in internet
search engine sponsored links programs does not cause



PUBLIC

Morningware, Inc. v. Hearthware Home Products, Inc., 673 F.Supp.2d 630 (2009)

consumer confusion.” Id. Morningware, however, has
alleged sufficient facts in its Complaint establishing the
potential for initial interest confusion on the part of
consumers.

41 I5]
under the Lanham Act, occurs when a customer is
lured to a product by the similarity of the mark, even
if the customer realizes the true source of the goods
before the sale is consummated.” Promatek Indus., Ltd. v.
Equitrac Corp., 300 F.3d 808, 812 (7th Cir.2002) (citing
Dorr—Oliver, Inc. v. Fluid-Quip, Inc., 94 F.3d 376, 382
(7th Cir.1996)). “In assessing the likelihood of consumer
confusion, we consider: (1) the similarity between the
marks in appearance and suggestion, (2) the similarity of
the products, (3) the area and manner of concurrent use of
the products, (4) the degree of care likely to be exercised
by consumers, (5) the strength of the plaintiff's marks, (6)
any evidence of actual confusion, and (7) the defendant's
intent to palm off its goods as those of the plaintiff's.”
Id. at 812. Courts have recognized that “the ‘likelihood of
confusion’ is a fact-specific inquiry best left for decision
after discovery.” Vulcan Golf, LLC, 552 F.Supp.2d at 769
(N.D.I11.2008).

In Promatek, a competitor of plaintiff Promatek
—Equitrac—employed Promatek's *637 trademarked
terms as meta-tags in its website. The more often a term
appears in the meta-tags of a web page, “the more likely
it is that the web page will be ‘hit’ in a search for that
keyword and the higher on the list of ‘hits' the web page
will appear.” Id. at 811. The Seventh Circuit held that
there was a likelihood of initial consumer confusion and
reasoned as follows:

[AJlthough consumers are not confused when they
reach a competitor's website, there is nevertheless initial
interest confusion. This is true in this case, because
by Equitrac's placing the term Copitrack [Promatek's
trademark] in its metatag, consumers are diverted to
its website and Equitrac reaps the goodwill Promatek
developed in the Copitrak mark. That consumers
who are misled to Equitrac's website are only briefly
confused is of little or no consequence. In fact, ‘that
confusion as to the source of a product or service is
eventually dispelled does not eliminate the trademark
infringement which has already occurred.” What is
important is not the duration of the confusion, it is
the misappropriation of Promatek's goodwill. Equitrac
cannot unring the bell.... Consumers who are directed

“Initial interest confusion, which is actionable

to Equitrac's webpage are likely to learn more about
Equitrac and its products before beginning a new
search for Promatek and Copitrak. Therefore, given
the likelihood of initial consumer confusion, the district
court was correct in finding Promatek could succeed on
the merits.

Id. at 812-13.

Given the Seventh Circuit's ruling in Promatek,
Morningware has sufficiently alleged initial interest
confusion. Morningware alleges that “Hearthware has
used [Morningware]'s trademark, or variations thereof,
as a keyword for use in Google's AdWords program,”
that if a user searches for the term “morningware” in
Google, Hearthware's advertisement appears, and that
the website advertisement “misleads and/or confuses
consumers.” (R. 1-1, Complaint, ] 27-37.) Morningware
has thus sufficiently pled initial interest confusion.
See Int'l Profit Assocs. v. Paisola, 461 F.Supp.2d 672,
676-77 (N.D.II1.2006) (analyzing plaintiff's likelihood
after the filing of a
motion for preliminary injunction based on defendant's
incorporation of plaintiff's trademarks into search terms
to lead users to defendant's website, the Court held
that plaintiff “established through affidavits and attached
materials that defendants are using terms trademarked by
[plaintiff] as search terms in Google's AdWords program
in a manner likely to cause confusion.”)

of success on the merits

The cases relied on by Hearthware in its Motion to
Dismiss are inapposite. First, U-Haul Int'l, Inc. v.
WhenU.com, Inc., 279 F.Supp.2d 723, 728 (E.D.Va.2003),
does not whether
adequately pled consumer confusion. Instead, the court
held that, in cases of comparative advertising, “ ‘use’ is not
established merely because trademarks are simultaneously
visible to a consumer.” Id. at 728. Moreover, contrary to
the facts of the present case, the Court's analysis in U-
Haul resulted, in part, from allegations that the allegedly
infringing pop-up advertisements resulted from “software
[that] resides in individual computers as a result of the
invitation and consent of the individual computer user.”
1d

specifically address a plaintiff

Similar to the facts of this case, J.G. Wentworth,
2007 WL 30115, 2007 U.S. Dist. LEXIS 288 (E.D.Pa.
Jan. 4, 2007), involved a plaintiff who alleged that
defendant infringed on plaintiff's mark when defendant
used plaintiff's corporate name as a keyword in the Google
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AdWords program so that an internet search for those
*638 terms produced a sponsored link to defendant's
website. The court found that no initial interest confusion
occurred due to the “separate and distinct nature of
the links created on any of the search results pages in
question.” Id. at *8, U.S. Dist. LEXIS 288 at *24. The
court also found that “consumers have no opportunity to
confuse defendant's services, goods, advertisement, links
or websites for those of plaintiff.” Id. The reasoning
in Promatek, however, reveals that the Seventh Circuit
has recognized that initial interest confusion can arise
even if consumers who are misled to a website are only
briefly confused. See Promatek, 300 F.3d 808, 812 (7th
Cir.2002). As discussed above, Morningware alleges that
given that Hearthware's advertisement does not mention
Hearthware and the consumer who views the Hearthware
advertisement searched for the term “Morningware,” the
advertisement could mislead consumer to believe that the
link is associated with Hearthware. Accordingly, Morning
sufficiently alleges initial interest confusion.

Morningware has sufficiently alleged a protectible
trademark, use in commerce, and initial interest confusion
pursuant to 15 U.S.C.§ 1125(a)(1). Accordingly, the Court
declines to dismiss Count I of the Complaint.

I1. Lanham Act—Product Disparagement

[6] The Lanham Act provides, in relevant part, that any
person who: “in commercial advertising or promotion,
misrepresents the nature, characteristics, qualities, or
geographic origin of his or her or another person's goods,
services, or commercial activities, shall be liable in a civil
action by any person who believes that he or she is likely to
be damaged by such act.” 15 U.S.C. § 1125(a)(1)(B). “To
establish a claim under the false or deceptive advertising
prong of ... the Lanham Act, a plaintiff must prove: (1) a
false statement of fact by the defendant in a commercial
advertisement about its own or another's product; (2) the
statement actually deceived or has the tendency to deceive
a substantial segment of its audience; (3) the deception
is material, in that it is likely to influence the purchasing
decision; (4) the defendant caused its false statement to
enter interstate commerce; and (5) the plaintiff has been
or is likely to be injured as a result of the false statement,
either by direct diversion of sales from itself to defendant
or by a loss of goodwill associated with its products.”
Hot Wax, Inc. v. Turtle Wax, Inc., 191 F.3d 813, 820 (7th
Cir.1999).

Hearthware argues that Morningware fails to state
a product disparagement claim because the allegedly
conclusory statement “Why Buy an Imitation?” in
Hearthware's advertisement imply that
Morningware's product is an imitation or fake,
and therefore Hearthware has made no false or

does not

misleading statement. (R. 43-1, Memorandum, pp.
10-11.) Hearthware further argues that Morningware
fails to plead sufficient facts to demonstrate that the
advertisement “actually deceives, or is likely to deceive a
substantial segment of the advertisement's audience.” (R.
43-1, Memorandum, p. 11.)

In its Complaint, however, Morningware alleges that
Hearthware's “Why Buy an Imitation?”
“falsely asserts product superiority specifically over
[Morningware]'s products,” that Hearthware made the
statement in commerce in the context of commercial
advertising, that the statement misleads and confuses
consumers into believing Morningware's products are
inferior or fakes, which Morningware alleges they
are not, that Hearthware intended the statement
to divert *639 consumers from the Morningware
website to Hearthware's website, that Hearthware is
injuring Morningware's goodwill and reputation, and
that Morningware has suffered damages as a result of
Hearthware's actions. (R. 1-1, Complaint, Y 27-37, 45—
50.)

statement

71 By alleging that the of Hearthware's
advertisement that appears after a consumer has searched
for the term “Morningware” will lead consumers to
incorrectly believe Morningware's products are inferior
or fake, Morningware has sufficiently pled is claim for
product disparagement pursuant to 15 U.S.C. § 1125(a)
(1)(B). See, e.g., Foboha GmbH v. Gram Tech., 2008
WL 4619795, 2008 U.S. Dist. LEXIS 82933(N.D.IIl.
Oct. 15, 2008) (motion to dismiss Lanham Act product
disparagement claim denied where plaintiff sufficiently
alleged that statement at issue was false or misleading).
See also Abbott Labs. v. Mead Johnson & Co., 971 F.2d
6, 13 (7th Cir.1992) (whether a statement is false or
misleading under §43(a)[15 U.S.C.§ 1125(a) ] is a question
of fact). Accordingly, the Court declines to dismiss Count
IT of the Complaint.

text

III. State Law Claims
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A. Illinois Deceptive Trade Practices Act and Common

Law Unfair Competition
The third and fourth causes of actions in Morningware's
Complaint are claims for deceptive trade practices
pursuant to the Illinois Deceptive Trade Practices Act
(Count IIT) and common law unfair competition (Count
IV). In their briefing on the Motion to Dismiss,
Morningware and Hearthware agree that the Court's
analysis governing Morningware's Lanham Act claims
also applies to these claims. (R. 43-1, Memorandum,
p.- 11; R. 63-1, Morningware's Memorandum of Law
in Opposition to Hearthware's Motion to Dismiss
(“Opposition”), p. 9.)

181 191
the Illinois Uniform Deceptive Trade Practices Act also
form the basis for plaintiff's claim under the Lanham
Act, the legal inquiry is the same under both statutes.
Claims for unfair competition and deceptive business
practices brought under Illinois statutes are to be resolved
according to the principles set forth under the Lanham
Act.” SB Designs v. Reebok Int'l, Ltd., 338 F.Supp.2d
904, 914 (N.D.II.2004) (citing Gimix, Inc. v. JS &
A Group, Inc., 699 F.2d 901, 908 (7th Cir.1983)).
Furthermore, “[a] common law unfair competition claim
need not be separately addressed since it is codified
by the Deceptive Trade Practices Act.” MJ & Partners
Restaurant Ltd. Pshp. v. Zadikoff, 10 F.Supp.2d 922, 929
(N.D.I11.1998). Accordingly, the Court's conclusion with
respect to Morningware's Lanham Act claims dictates that
Morningware has sufficiently pled Counts III and IV to
withstand dismissal at this stage in the litigation.

B. Commercial Disparagement
(10 [11]
disparagement], [plaintiff] must show that defendants
made false and demeaning statements regarding the
quality of [defendants'] goods and services.” Schivarelli
v. CBS, Inc., 333 Ill.App.3d 755, 767, 267 Ill.Dec.
321, 776 N.E.2d 693 (2002). Hearthware argues
that Morningware has failed to state a claim for
commercial disparagement under Illinois law because
“Morningware has failed to demonstrate that Hearthware
has disparaged Morningware's goods by false or
misleading representations of fact, or that Hearthware
has even made a representation of fact as to
Morningware's goods” and because
has failed to make

“Morningware
*640 the requisite showing of

“Where a plaintiff's factual allegations under

“To state a cause of action [for commercial

malice to sustain this claim.” (R. 43-1, Memorandum,

12.)1 Morningware, however, sufficiently alleges
that Hearthware's statement in its “Why Buy an
Imitation?” advertisement disparages Morningware's
products by implying that its products are “fakes”
or imitations, and therefore “inferior in quality.” (R.
1-1, Complaint, 99 63-64.) Indeed, Morningware
specifically alleges that “the topmost placement of
Hearthware's website ... in the search results for keywords
“morningware” and “morning ware” coupled with the
statement ... “Why Buy an Imitation?’ ... falsely asserts
product superiority specifically over [Morningware]'s
products, which misleads and/or confuses consumers into
believing that [Morningware]'s products are inferior to
Hearthware's because they are ‘Imitations,” and thus
fakes, of Hearthware's products, which they are not.” Id.
at 9 30 (emphasis omitted).

Moreover, it is unclear whether a claim for commercial
disparagement under Illinois law requires a showing
of malice as Hearthware argues. As reflected by the
Schivarelli case, neither state nor federal cases regarding
commercial disparagement under Illinois law subsequent
to the 1995 case cited in Hearthware's brief appear
to require a plaintiff to plead malice when alleging
a claim of commercial disparagement. See, e.g., DSC
Logistics, Inc. v. Innovative Movements, Inc., 2004 WL
421977, 2004 U.S. Dist. LEXIS 1412 (N.D.IIl. Feb. 4,
2004) (“To state a claim for commercial disparagement,
a plaintiff must allege that defendant made false and
demeaning statements about the quality of plaintiff's
goods or services.”) (applying Illinois law); Flanders
Diamond USA, Inc. v. Nat'l Diamond Syndicate, Inc.,
2002 WL 31681474, 2002 U.S. Dist. LEXIS 23129
(N.D.IIl. Nov. 27, 2002) (“commercial disparagement
claim requires plaintiff to show that defendant made
false and demeaning statements regarding plaintiff's goods
and services”) (applying Illinois law); Donnelley Mktg. v.
Sullivan, 2002 WL 314631, 2002 U.S. Dist. LEXIS 3320
(N.D.I1L. Feb. 27, 2002) (“in order to claim disparagement,
[plaintiff] must argue that the statements contained in
[defendant]'s letter disparaged the quality of its services”);
Barry Harlem Corp. v. Kraff, 273 1ll.App.3d 388, 396,
210 Il.Dec. 101, 652 N.E.2d 1077 (1995) (“To state a
cause of action [for commercial disparagement], plaintiff
must show that defendant made false and demeaning
statements regarding the quality of another's goods and
services.”).
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Moreover, even if the Court were to find that Illinois law
requires Morningware to plead malice, Hearthware posits
in its Memorandum that its commercial disparagement
claim is based on the same statements as its Lanham Act
product disparagement claim. (R. 43-1, Memorandum,
p. 12.) In its Complaint, in support of its claim
for product disparagement pursuant to the Lanham
Act, Morningware alleges that Hearthware's conduct
in making the disparaging statements were “willful,
wanton, reckless, and in total disregard for  *641
[Morningware]'s rights.” (R. 1-1, Complaint, § 49.)
Accordingly, even if Illinois law requires an allegation
of malice, Morningware's Complaint contains allegations
sufficient to withstand a 12(b)(6) motion to dismiss.
See, e.g., Cohabaco Cigar Co. v. United States Tobacco
Co., 1998 WL 773696, 1998 U.S. Dist. LEXIS 17472
(N.D.IIL. Oct. 29, 1998) (“We reject [defendant]'s assertion
that [plaintiff] failed to plead malice [in support of
its commercial disparagement claim]. Paragraph 99

Footnotes

of [plaintiff]'s complaint clearly alleges the actionable
statements were made by [defendant] intentionally,
wilfully, wantonly, recklessly and/or maliciously.”).

Because Morningware has pled that Hearthware made a
false and demeaning statement regarding Morningware's
goods, the Court declines to dismiss Count V of the
Complaint.

CONCLUSION
For the foregoing reasons, the Court denies Hearthware's
Motion to Dismiss.
All Citations

673 F.Supp.2d 630

1 As other courts in this district have noted, “[a]lthough there is some dispute over whether a claim for commercial
disparagement remains viable in lllinois, the court assumes for purposes of this motion that a disparagement claim is
still actionable.” Conseco Group Risk Mgmt. Co. v. Ahrens Fin. Sys., 2001 WL 219627, 2001 U.S. Dist. LEXIS 2306
(N.D.IIl. Mar. 5, 2001). See also Cohabaco Cigar Co. v. United States Tobacco Co., 1998 WL 773696, 1998 U.S. Dist.
LEXIS 17472 (N.D.IIIl. Oct. 29, 1998) (recognizing a claim for commercial disparagement under lllinois law as a viable
claim because several lllinois appellate divisions recognize the claim and the lllinois Supreme Court has yet to rule on

the viability of the claim).

End of Document

© 2017 Thomson Reuters. No claim to original U.S. Government Works.
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UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

No. CV 09-07849 CBM (RZx)

PARTNERS FOR HEALTH AND
HOME, L.P.,
o ORDER GRANTING PLAINTIFF’S
Plaintiff, MOTION FOR PRELIMINARY
v. INJUNCTION

SEUNG WEE YANG, et al.
Defendant.

The matter before this Court is Plaintiff Partners for Health and Home, L.P.’s

(“Plaintiff’) Motion for Preliminary Injunction (“Plaintiff’s Motion”).
FACTUAL AND PROCEDURAL BACKGROUND

Plaintiff Partners for Health and Home, L.P. initiated this action against
Defendants: (1) Seung Wee Yang, an individual and doing business as Pearl Life
Cookware; and (2) STP America, Inc., a California corporation, on October 28,
2009, alleging four claims pursuant to the Lanham Act and the Anticybersquatting
Consumer Protection Act. [Docket No. 1.]

I. The Allegedly Infringing Activities

Plaintiff contends that Defendants have infringed on Plaintiff’s federally

registered PERMA-LIFE trademark for stainless steel cookware by: (1) using the

1




PUBLIC

Cade 2:09-cv-07849-RZ Document 45 Filed 09/13/10 Page 2 of 19 Page ID #:541

confusingly similar Pearl Life brand name for their competing stainless steel
cookware; and (2) using the PERMA-LIFE trademark in internet domain names, as
internet website metatags,' as video tags for videos posted on the internet, as
visible text on the Defendant’s website, in a photograph posted on the internet by
Defendants, and as internet search engine advertising key words.? (PI’s Brief at
1:4-12). Plaintiff argues that it is entitled to a preliminary injunction related to
Defendants’ conduct of (1) registering a internet domain name using Plaintiff’s
mark (“cybersquatting”); (2) using Plaintiff’s mark as metatags on internet
websites; (3) using Plaintiff’s mark as visible tags on YouTube’ videos posted to
the internet; (4) using Plaintiff’s mark in a photograph currently posted on a
website owned by the Defendants; (5) using Plaintiff’s mark as visible text on a
website owned by the Defendants; and (6) using Plaintiff’s mark as an internet
advertising term. (P1’s Brief at 1:4-12).

Plaintiff filed the instant Motion on June 11, 2010. [Doc. No. 23].
Defendants oppose the Motion. [Doc. No. 29]. On July 12, 2010, this Court held a
hearing on this Motion. Plaintiff subsequently filed Supplemental Evidence in
Support of Motion for Preliminary Injunction. [Doc. No. 32].

II. Plaintiff’s Trademark

According to Plaintiff, Plaintiff’s principal, Ki Won Shim (“Shim”),
purchased the rights to the PERMA-LIFE trademark and to U.S. Trademark
Registration No. 2,029,777 (the “777 Trademark’) in 2002 from her business

! “Metatags are HTML code intended to describe the contents of the web site.” Brookfield Commc 'ns, Inc. v. West
Coast Entm’t Corp., 174. F.3d 1036, 1045 (9th Cir. 1999). There are different types of metatags, including
“description” and “keyword” metatags. Id. “[D]escription metatags are intended to describe the website.” Id.
Keyword metatags (used in “keying”) “contain keywords related to the contents of the website.” Id. Plaintiff does
not specify the type of metatag it contends that Defendants are using.

2«Keying’ is a practice that allows advertisers to target individuals with certain interests by linking advertisements
to pre-identified terms. Playboy Enterprises, Inc. v. Netscape Communications Corp., 354 F.3d 1020, 1022 (9th Cir.
2004). Google’s AdWords program allows entities to purchase advertising space connected with specific words,
known as ‘keywords.” Keywords are then used to drive internet users to the purchaser’s website.” Fin. Express LLC
v. Nowcom Corp., 564 F. Supp. 2d 1160, 1166 n.3 (C.D. Cal. 2008) (Carney, 1.).

3 «“YouTube is a publicly-available website where persons can post video clips for viewing by the general public.”
J.C. v. Beverly Hills Unified Sch. Dist., 2010 U.S. Dist. LEXIS 54481 at *4 (C.D. Cal. May 6, 2010) (Wilson, J.).

2
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partner, Domenico Santorelli. (PI’s Brief at 2:11-13). This trademark later expired
through “inadvertence of prior trademark counsel.” (PI’s Brief at 2:20-21). In
2009, Shim obtained a new trademark registration for the mark PERMA-LIFE,
Registration No. 3,564,113 (the “113 Trademark”). (PI’s Brief at 2:22-23). In
2009, Shim assigned both the registrations, including the right to sue for past
infringement, to Plaintiff. (PI’s Reply, Shim Decl. Ex. 3).

Defendants contend that Plaintiff failed to establish that it is entitled to
enforce any rights under the alleged trademark. (Def’s Opp. at 2:27-28).
Defendants argue that in 2006 Shim was not selling cookware under the “PERMA-
LIFE” trade name but rather under the name “Smartware.” (Def’s Opp. at 5:14-
17). Accordingly, the 777 Trademark should be deemed abandoned as of July
2005. (Def’s Opp. at 6:6-8). Both parties agree that Shim applied for a new
trademark and received the 113 Trademark in 2009. (P1’s Brief at 20-23; Def’s
Opp. at 6:17-19).

LEGAL STANDARD

A preliminary injunction is a drastic and extraordinary remedy that should
not be granted unless the movant carries its burden of persuasion by a clear
showing. Mazurek v. Armstrong, 520 U.S. 968, 972 (1997). A moving party must
therefore establish: (1) the likelihood the moving party will succeed on the merits
of its claim; (2) the possibility of irreparable injury to the moving party if relief is
not granted; (3) the extent to which the balance of hardships tips in favor of one
party or the other; and, in certain cases, (4) whether the public interest will be
advanced by granting preliminary relief. Miller v. Cal. Pac. Med. Ctr., 19 F.3d
449, 456 (9th Cir. 1994); see also Save Qur Sonoran, Inc. v. Flowers, 408 F.3d
1113, 1120 (9th Cir. 2005).

A district court may issue a preliminary injunction if the moving party
establishes either: (1) a combination of probable success on the merits and the

possibility of irreparable harm; or (2) the (a) existence of serious questions going to

3
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the merits; (b) a demonstration that there is at least a fair chance the movant will
prevail; and (c) a balance of hardships that tips sharply in the movant’s favor. Save
Our Sonoran, Inc., 408 F.3d at 1120. “These two formulations represent two
points on a sliding scale in which the required degree of irreparable harm increases
as the probability of success decreases.” Prudential Real Estate Affiliates, Inc. v.
PPR Realty, Inc., 204 F.3d 867, 874 (9th Cir. 2000) (citing Arcamuzi v.
Continental Air Lines, Inc., 819 F.2d 935, 937 (9th Cir. 1987); Tillamook County v.
U.S. Army Corps of Engineers, 288 F.3d 1140, 1143 (9th Cir. 2002) (“not
alternative tests but, instead, are extremes of a single continuum”).
DISCUSSION
I. Likelihood of Success on the Merits

To prevail on its trademark infringement claim, a trademark holder must
prove “[(A)] that it has a protectable ownership interest in the mark; and [(B)] that
the [alleged infringer’s] use of the mark is likely to cause consumer confusion,
thereby infringing upon [the trademark holder’s] rights to the mark.” Dept of
Parks & Recreation v. Bazaar Del Mundo Inc., 448 F.3d 1118, 1124 (9th Cir.
2006) (citing Levi Strauss & Co. v. Blue Bell, Inc., 778 F.2d 1352, 1354 (1985) (en
banc)). Liability attaches to those who “use in commerce any reproduction,
counterfeit, copy, or colorable imitation of a registered mark in connection with the
sale, offering for sale, distribution, or advertising of any goods or services on or in
connection with which such use is likely to cause confusion or to cause mistake, or
to deceive.” 15 U.S.C. § 1114(1).

A. Ownership and Validity of the PERMA-LIFE Mark

Registration of a mark is “prima facie evidence of the validity of the

registered mark[,] . . . the registrant’s ownership of the mark, and . . . [the]
exclusive right to use the registered mark in commerce or in connection with the
goods or services specified in the registration.” 15 U.S.C. § 1115(a). Under the

Lanham Act, a federally-registered trademark is deemed abandoned “when its use

4
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has been discontinued with intent not to resume such use” or when the owner of the
mark takes actions to render it generic. 15 U.S.C. § 1127(1)-(2). The burden of
proofis on the party seeking to show abandonment, which must be shown by clear
and convincing evidence. Cerveceria Centroamericana, S.A. v. Cerveceria India,
Inc., 892 F.2d 1021, 1025-26 (Fed. Cir. 1989).

Plaintiff provided evidence documenting its ownership of the 777 and 113
Trademarks. (P1’s Brief, Voelzke Decl. Exs. 3, 5). Shim declares that she has
“promoted and sold PERMA-LIFE cookware continuously since 1986.” (Shim
Decl. § 6). Attached to Shim’s declaration are documents establishing the
assignment to Plaintiff of the 777 and 113 Trademarks on October 22, 2009. (PI’s
Reply, Shim Decl. Ex. 3). Defendants fail to provide any evidence supporting their
allegations that Plaintiff abandoned the Trademark. Thus, Defendants have not met
their burden to show abandonment of the Trademark by clear and convincing
evidence.

B. Use “In Commerce”

The Lanham Act defines “use in commerce” as “the bona fide use of a mark
in the ordinary course of trade.” 15 U.S.C. § 1127. The Ninth Circuit has found
that internet conduct may constitute “use in commerce.” Brookfield Commc'ns v.
W. Coast Entm’t Corp., 174 F.3d 1036, 1053 (9th Cir. 1999); Playboy Enters., Inc.
v. Netscape Commc’ns Corp., 354 F.3d 1020, 1024 (9th Cir. 2004) (explaining that
the defendant used the marks in commerce by engaging in keying); Fin. Express
LLC v. Nowcom Corp., 564 F. Supp. 2d 1160, 1173 (C.D. Cal. 2008) (Carney, J.);
3-56 The Law of Advertising §56.03[4] (2009) (noting that “[t]he majority of
jurisdictions hold that using another’s trademark to generate advertising is a ‘use in

299

commerce’”).
C. Likelihood of Confusion

“The core element of trademark infringement is the likelihood of confusion,

i.e., whether the similarity of the marks is likely to confuse customers about the

5
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source of the products.” Official Airline Guides v. Goss, 6 F.3d 1385, 1391 (9th
Cir. 1993) (quoting E. & J. Gallo Winery v. Gallo Cattle Co., 967 F.2d 1280, 1290
(9th Cir. 1992)) (internal quotation marks omitted).

Plaintiff argues that Defendants’ use of its mark is likely to cause initial
interest confusion. “Initial interest confusion is customer confusion that creates
initial interest in a competitor’s product. Although dispelled before an actual sale
occurs, initial interest confusion impermissibly capitalizes on the goodwill
associated with a mark and is therefore actionable trademark infringement.”
Playboy, 354 F.3d at 1025. To determine whether a plaintiff’s use of a mark
causes initial interest confusion, courts within the Ninth Circuit apply an eight-
factor test to evaluate the likelihood of confusion. AMF Inc. v. Sleekcraft Boats,
599 F.2d 341, 348-49 (9th Cir. 1979). The relevant factors are: (i) the strength of
the mark; (ii) the proximity or relatedness of the goods; (iii) the similarity of the
marks; (iv) evidence of actual confusion; (v) marketing channels used; (vi) the type
of goods and degree of care likely to be exercised by the purchaser; (vii) the
alleged infringer’s intent in selecting the mark; and (viii) the likelihood of
expansion of the product lines (collectively, the “Sleekcraft factors”). Id. “The
factors should not be rigidly weighed.” Dreamwerks Prod. Group, Inc. v. SKG
Studio, 142 F.3d 1127, 1129 (9th Cir. 1998). In cases involving the internet, “the
three most important Sleekcraft factors are (1) the similarity of the marks, (2) the
relatedness of the goods or services, and (3) the simultaneous use of the Web as a
marketing channel.” GoTo.com, Inc. v. Walt Disney Co., 202 F.3d 1199, 1205 (9th
Cir. 2000) (internal citations and quotations omitted).

I. Similarity of the Marks

“[W]here the two marks are entirely dissimilar, there is no likelihood of
confusion.” Perfumebay.com, Inc. v. eBay, Inc., 506 F.3d 1165, 1174 (9th Cir.
2007) (quoting Brookfield, 174 F.3d at 1054). To determine the similarity of the

marks, courts consider the sight, sound, and meaning of the parties’ marks.

6
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Sleekcraft, 599 F.2d at 351. “In comparing the parties’ marks, the court must focus
on how each of the marks [is] perceived by the ordinary consumer in the
marketplace, taking into account similarities in the marks’ appearance and
pronunciation as well as their respective definitions.” Sutter Home Winery, Inc. v.
Madrona Vineyards, L.P., 2005 WL 701599, at *5 (N.D. Cal. Mar. 23, 2005)
(Patel, J.).

According to Plaintiff, “Defendants are using Plaintiff’s PERMA-LIFE

29 ¢

trademark exactly, as well as the near-exact imitations of “perma life,” “permalife,”
and “pperma_life.” (PI’s Brief at 5:24-26; see also Voelzke Decl., Exs. 6, 19
(Defendants using terms “perma life” and “perma-life” in its advertising)). These
variations of the term PERMA-LIFE are similar enough that they are likely to
confuse consumers.

II. Relatedness of the Goods and Services

“Related goods are generally more likely than unrelated goods to confuse the
public as to the producers of the goods.” Brookfield, 174 F.3d at 1055; 4 J.
Thomas McCarthy, TRADEMARKS AND UNFAIR COMPETITION § 24.24 (4th ed. 2006)
(“Goods are ‘related’ if consumers are likely to mistakenly think that the
infringer’s goods come from the same source as the senior user’s goods or are
sponsored or approved by the senior user.”).

Both parties sell stainless steel pots and pans. (PI’s Brief at 6:1-2; see also
Complaint Y 18, 21). Defendant Yang declares that he presently sells cookware
under the name “316 PLC Health Cookware.” (Yang Decl. § 12). Thus, the Court
concludes that the goods (stainless steel pots and pans) are still related.

[II. Degree to Which the Parties’ Marketing Channels

Converge
Both parties utilize the internet “as a marketing and advertising facility, a

factor that courts have consistently recognized as exacerbating the likelihood of
confusion.” Brookfield, 174 F.3d at 1057. Plaintiff contends that “Defendants

7
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used pearllife.com to sell its products until recently, and now use www.316plc.com
as a marketing website.” (PI’s Brief at 6:5-6). “Plaintiff uses

http://www.partnerus.com as a marketing website.” (P1’s Brief at 6:6-7). Both

parties place videos on the internet to advertise their products. (P1’s Brief at 6:8).
For example, each party uses the website YouTube as a marketing channel for their
cookware. (PI’s Brief at 6:10-13; Voelzke Decl. Exs. 5, 6). Additionally, both
parties market and sell products to the Korean-American community. (Complaint
99 18, 20). Thus, the Court concludes that the parties use similar marketing
channels.

IV. Strength of the Mark

“The ‘strength’ of the trademark is evaluated in terms of its conceptual

strength and commercial strength.” GoTo.com, 202 F.3d at 1207. A “mark’s
strength can be measured in terms of its location along a continuum stretching from
arbitrary, inherently strong marks, to suggestive marks, to descriptive marks, to
generic, inherently weak marks.” Miss World (UK) Ltd. v. Mrs. America Pageants,
Inc., 856 F.2d 1445, 1448 (9th Cir. 1988), abrogated on other grounds by Levi, 778
F.2d at 1355 (internal citations omitted). Arbitrary, fanciful, and suggestive marks
are considered inherently distinctive and therefore “afforded the greatest protection,
because their intrinsic nature serves to identify a particular source of a product.”
Goss, 6 F.3d at 1390. “Arbitrary and fanciful marks have no intrinsic connection to
the product with which the mark is used; the former consists of words commonly
used in the English language . . . (“Black & White” scotch whiskey), whereas the
latter are wholly made-up terms . . . (“Clorox” bleach).” Brookfield, 174 F.3d at
1058 n.19 (citations omitted). The distinctiveness of a composite mark must be
determined by evaluating the trademark as a whole, as it appears in the
marketplace. Goss, 6 F.3d at 1392.

Plaintiff’s mark, PERMA-LIFE, is an inherently distinctive, federally

registered mark and, therefore, entitled to protection. See Lois Sportswear, U.S.A.,

8
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Inc. v. Levi Straus & Co., 799 F.2d 867, 871 (9th Cir. 1986) (explaining that
“registered trademarks are presumed to be distinctive and should be afforded the
utmost protection”). Defendants, moreover, do not dispute the distinctiveness of
Plaintiff’s mark. Plaintiff’s mark is inherently distinctive; therefore, the Court is
not required to separately consider the mark’s commercial strength.

V. Degree of Care Exercised by the Consumer

“In the Internet context, in particular, entering a website takes little effort —
usually one click from a linked site or a search engine’s list; thus, Web surfers are
more likely to be confused as to the ownership of a web site than traditional patrons
of a brick-and-mortar store would be of a store’s ownership.” Brookfield, 174 F.3d
at 1057; see also GoTo.com, 202 F.3d at 1209 (“Navigating amongst web sites
involves practically no effort whatsoever, and arguments that Web users exercise a
great deal of care before clicking on hyperlinks are unconvincing.”).

VI.  Defendant’s Intent

“[A]n intent to confuse customers is not required for a finding of trademark

infringement.” Brookfield, 174 F.3d at 1059. However, “[w]hen an alleged
infringer knowingly adopts a mark similar to another’s, courts will presume an
intent to deceive the public.” Goss, 6 F.3d at 1394.

Here, Plaintiff contends that Defendants knowingly used Plaintiff’s mark in
their internet advertising. According to Plaintiff, the parties are direct competitors,
and by using the Plaintiff’s mark in their advertising, Defendants are able to benefit
from the goodwill associated with the mark. Plaintiff contends that Defendants are
“undeterred by any legitimate connection to the Plaintiff or Plaintiff’s registered
PERMA-LIFE® cookware” and use the PERMA-LIFE trademark “as a marketing
tool to attract business.” (P1’s Brief at 1:15-18). Plaintiff has not provided direct
evidence of Defendants’ intent; however, Plaintiff has demonstrated that
Defendants repeatedly used Plaintiff’s mark in their advertising. Thus, Defendants

intent to confuse customers is inferred.
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VII. Evidence of Actual Confusion
Although “evidence that the use of the two marks has already led to

confusion is persuasive proof that future confusion is likely,” the absence of such
evidence is not determinative. GoTo.com, 202 F.3d at 1208 (quoting Sleekcraft,
599 F.3d at 352). Moreover, actual confusion is not necessary to establish initial
interest confusion. See Brookﬁeld, 174 F.3d at 1064 (explaining that “[c]ustomers
are not confused in the narrow sense” because they know they are purchasing from
the defendant but “the fact that there is only initial consumer confusion does not
alter the fact that the [defendant] would be misappropriating [the plaintiff’s]
goodwill.”); Dr. Seuss Enters., L.P. v. Penguin Books USA, Inc., 109 F.3d 1394,
1405 (9th Cir. 1997) (affirming a grant of a preliminary injunction despite the fact
that there had been no actual confusion because the allegedly infringing product
had been enjoined from distribution); Storus Corp. v. Aroa Mktg., Inc., 2008 WL
449835, at *4 (N. D. Cal. Feb. 15, 2008) (Chesney, J.) (concluding that, “in the
internet context, the wrongful act is the defendant’s use of the plaintiff’s mark to
‘divert’ consumers to a website that ‘consumers know’ is not [the plaintiff’s]
website.”). The parties do not provide evidence of this factor.

VIII. Likelihood that the Parties will Expand their Product

Lines
The parties compete with one another in the sale of cookware. (Complaint 9
21-23); See GoTo.com, 202 F.3d at 1209; Brookfield, 174 F.3d at 1060 (“The
likelihood of expansion in product lines factor is relatively unimportant where two
companies already compete to a significant extent.”). The parties do not provide
evidence of this factor. Therefore, the Court does not consider it.

IX. Infringing Activities

Plaintiff seeks a preliminary injunction related to six activities by the
Defendants that allegedly infringe on the PERMA-LIFE trademark: (1) registering

an internet domain name using the mark (“cybersquatting”); (2) using the mark as

10
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1 | metatags on internet websites; (3) using the mark as visible tags on YouTube

2 | videos posted to the internet; (4) using the mark in a photograph currently posted

3 | on a website owned by the Defendants; (5) using the mark as visible text on a

4 | website owned by the Defendants; and (6) using the mark as an internet advertising

5 | term. Each of these activities is analyzed individually below.

6 1. Cybersquatting

7 Plaintiff alleges that Defendants registered two website domain names using

8 | Plaintiff’s mark. Under the Anticybersquatting Consumer Protection Act

9 | (“ACPA”), Congress provided civil remedies for trademark holders seeking relief
10 | against parties infringing upon their marks in connection with website domain
11 | names. 15 U.S.C. § 1125(d).
12 To support a claim for cybersquatting under § 1125(d), a plaintiff must prove
13 | that the defendant:
14 (i)  has a bad faith intent to profit from [a] mark . . .; and
15 (ii)  registers, traffics in, or uses a domain name that - -
16

a. in the case of a mark that is distinctive at the time of registration of
17 the domain name, is identical or confusingly similar to that mark;
18
19 e e domain name. s idonaeal o Confusingly similar
20 or dilutive of that mark; or
21 c. is a trademark, word, or name protected by reason of section 706 of
Title 18 [the Red Cross] or section 22050g of Title 36 [the
22 Olympics].
23
24 | 15 U.S.C. § 1125(d)(1)(A); see also Bosley Med. Inst., Inc. v. Kremer, 403 F.3d
25 | 672, 682 (9th Cir. 2005) (“[A] trademark owner asserting a claim under the ACPA
26 | must establish the following: (1) it has a valid trademark entitled to protection; (2)
27 | its mark is distinctive or famous; (3) the defendant’s domain name is identical or
28 || confusingly similar to, or in the case of famous marks, dilutive of, the owner’s
11
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mark; and (4) the defendant used, registered, or trafficked in the domain name (5)
with a bad faith intent to profit.” (quoting DaimlerChrysler, 388 F.3d at 204

(internal quotations omitted).

A. Bad Faith Intent

Congress enumerated a non-exclusive list of nine factors to be considered in

determining whether a person has a bad faith intent:

the trademark or other intellectual property rights of the person, if any,
in the domain name;

the extent to which the domain name consists of the legal name of the
person or a name that is otherwise commonly used to identify the
person;

the person’s prior use, if any, of the domain name in connection with
the bona fide offering of any goods or services;

the person’s bona fide noncommercial or fair use of the mark in a site
accessible under the domain name;

the person’s intent to divert consumers from the mark owner’s online
location to a site accessible under the domain name that could harm
the goodwill represented by the mark, either for commetcial gain or
with the intent to tarnish or disparage the mark, by creating a
lilkeh.hood of confusion as to the source, affiliation, or endorsement of
the site;

the person’s offer to transfer, sell, or otherwise assign the domain
name to the mark owner or any third %artg/ for financial gain without
having used, or having intent fo use, the domain name in the bona fide
offering of any goods or services, or the person’s prior conduct
indicating a pattern of such conduct;

the person’s provision of material and .misle.ading false contact
information when applying for the registration of the domain name,
the person’s intentional failure to maintain accurate contact
1nfo(11’mat10n, or the person’s prior conduct indicating a pattern of such
conduct;

the person’s registration or acquisition of multiple domain names
which the 1;l)erson knows are identical or confusingly similar to marks
of others that are distinctive at the time of registration of such domain

12
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names; or dilutive of famous marks of others that are famous at the
time of registration of such domain names; without regard to the
goods or services of the parties; and

(ix) the extent to which the mark incorporated in the person’s domain
name registration is or is not distinctive and famous within the
meaning of subsection (c).

15. U.S.C. § 1125(d)(1)(B)(i).
Here, Defendants admit to registering the domain names “www.perma-

life.co.kr” and “www.permalife.co.kr.” (PI’s Brief, Voelzke Decl. Motion, Ex. 11).

Defendants used “permalife.co.kr” as a website to advertise the sale of their

competing Pearl Life cookware. (P1’s Brief at 7:13-16; Voelzke Decl., Ex. 12).

Subsequently, Defendants attempted to sell the domain “permalife.co.kr.” (PI’s

Brief, Voelzke Decl., Ex. 11). Both the Defendants’ use of the domain name to sell

competing cookware and the attempt to sell the domain name are evidence of
Defendants’ bad faith. 15. U.S.C. § 1125(d)(1)(B)(1).

B. Similarity of the Domain Names

The next issue is the similarity of the domain names “www.perma-life.co.kr”
and “www.permalife.co.kr” to the trademark “PERMA-LIFE.” The test for
confusion under the ACPA is narrower than the traditional multifactor likelihood
test for trademark infringement. Coca-Cola Co. v. Purdy, 382 F.3d 774, 783 (8th
Cir. 2004); see also Super-Krete Int’l v. Sadier, 2010 U.S. Dist. LEXIS 500900 at
*11 (C.D. Cal. Apr. 22, 2010) (Fischer, J.) (holding that a minor variation in a

domain name was confusingly similar to Plaintiff’s registered trademark). A
violation of the ACPA may be established by the domain name alone, with no
reference to the website’s content. /d. The domain names registered by
Defendants, “www.perma-life.co.kr” and “www.permalife.co.kr,” are identical or
nearly identical to the PERMA-LIFE trademark.

The Court therefore concludes that Plaintiff has established a likelihood of

prevailing on its claim of cybersquatting.

13
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2. Metatags
Plaintiff alleges that Defendants have used Plaintiff’s mark as metatags on

their website. “A metatag is an indexing tool used by Internet search engines to
determine which websites correspond to the search terms provided by a user.”
Horphag Research Ltd., v. Garcia, 475 F.3d 1029, 1033 n.3 (9th Cir. 2007). The
“Lanham Act bars [a defendant] from including in its metatags any term
confusingly similar with [a plaintiff’s] mark.” Brookfield, 174 F.3d at 1065.
“Initial interest confusion can occur where a defendant includes a plaintiff’s mark
in ‘metatags’ found on the defendant’s website, after which some of those
consumers will select defendant’s website from the list.” Storus Corp., 2007 U.S.
Dist. LEXIS 11698 at *4 (concluding that, “in the internet context, the wrongful act
is the defendant’s use of the plaintiff’s mark to ‘divert’ consumers to a website that
‘consumers know’ is not [the plaintiff’s] website.”).

Plaintiff argues that Defendants “used Plaintiff’s PERMA-LIFE® trademark
and colorable imitations thereof as metatags on their websites in order to attract

consumer attention to those websites.” (P1’s Brief at 8:19-22). Websites controlled

by the Defendants, “perma-life.co.kr” and “permalife.co.kr,” have used the term

“permalife” as html* on the website.” (P1’s Brief; Voelzke Decl. Exs. 13, 15).
Defendants do not specifically address the metatags issue in their Opposition.

The use of the metatag “permalife” is confusing to a consumer searching for
“PERMA-LIFE cookware.” Such a consumer may be confused into believing that
Defendants’ products are affiliated with PERMA-LIFE, or may end up purchasing
cookware sold by the Defendants based on their initial search for the term

PERMA-LIFE.

Thus, Plaintiff has provided evidence to support a likelihood of success on

* Computer data files on internet web pages are written in Hypertext Markup language (“htmI”’) which contain
information such as text, pictures, sounds, audio and video recordings, and links to other web pages. Brookfield, 174
F.3d at 1044.

5 Plaintiff submitted screen shots taken from Defendants’ website using “permalife” as a metatag. (P1’s Brief;

Voelzke Decl. Exs. 13, 15).
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the merits regarding Defendants’ use of Plaintiff’s mark in metatags.
3. Visible Video Tags

The alleged misuse of a trademark on a YouTube video tag has not been

addressed by the Ninth Circuit. The Ninth Circuit has, however, concluded that
use of advertising terms on the internet can constitute trademark infringement. See
Brookfield, 174 F.3d at 1066. Plaintiff contends that Defendants have “used
Plaintiff’s PERMA-LIFE® trademark as visible tags applied to videos that
Defendants posted on the internet promoting their Pearl Life Cookware.” (PI’s
Brief at 9:16-18). Plaintiff attaches a screen shot of a YouTube video using the
Plaintiff’s mark “perma life” as a visible video tag posted by user “comyang” to
promote Pearl Life cookware. (PI’s Brief, Voelzke Decl. Ex. 6). Defendant Yang
admitted having used the term “perma life” in at least one video advertising its
Pearl Life cookware. (Supp. Evidence, Voelzke Decl. Ex. 4). Additionally,
Plaintiff has provided evidence establishing that Defendant Yang uses the
pseudonym “comyang” for internet advertising purposes. (Supp. Evidence,
Voelzke Decl. Exs. 5-7).

4. Photograph Association of Defendants with PERMA-

LIFE

Plaintiff contends that a photograph currently posted on an internet webpage

“apparently controlled by the Defendant” shows “what is believed to be Defendant
Yang under a large ‘PERMA-LIFE’ banner.” (P1’s Brief at 10:10-12). Plaintiff
attached a screen shot of the allegedly infringing photograph but failed to provide
basic factual contentions to support a preliminary injunction on this issue. (PI’s
Brief, Voelzke Decl. Ex. 17). Plaintiff’s Motion does not address the internet
website on which this allegedly infringing photograph is posted. Further, much of
the text on the exhibit provided by Plaintiff to support this contention is in the
Korean language. Plaintiff did not provide translations or offer additional evidence

to support its contention.

15
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Thus, Plaintiff has not provided evidence to support a likelihood of success

on the merits regarding this issue.
5. Defendants’ Use of PERMA-LIFE within Website Text

Plaintiff contends that Defendants use the term “perma-life” and similar

terms, such as “pperma_life,” as visible text on their website www.316plc.com, a
website promoting Pearl life cookware. (P1’s Brief at 10:19-22). As with the
allegations regarding the photograph, Plaintiff fails to provide factual evidence
sufficient to show a likelihood of success on the merits. Plaintiff’s Motion contains
only two sentences of argument on this issue. Plaintiff provides an exhibit
displaying “examples of Defendants using Plaintiff’s trademark as visible text on
Defendants’ web pages.” (P1’s Brief, Voelzke Decl. Ex. 18). Most of this
document is in the Korean language for which Plaintiff has provided no translation.

Thus, Plaintiff has not carried its burden of establishing a likelihood of
success on the merits regarding this issue.

6. Defendants’ Use of PERMA-LIFE as an Internet

Advertising Keyword

Courts in this Circuit have presumed that “keying” constitutes “use in
commerce” for purposes of trademark infringement litigation. Brookfield, 174 F.3d
at 1053; Playboy Enters., Inc, 354 F.3d at 1024 (explaining that the defendant used
the marks in commerce by engaging in keying); see also Fin. Express LLC v.
Nowcom Corp., 564 F. Supp. 2d 1160, 1173 (C.D. Cal. 2008) (Carney, J.)
(concluding “that purchasing keywords containing a plaintiff’s trademarks
constitutes a ‘use of commerce’ under the plain meaning of the Lanham Act.”);
Google, Inc. v. Am. Blind & Wallpaper Factory, Inc., 2007 U.S. Dist. LEXIS
32450, *21 (N.D. Cal. Apr. 18, 2007) (Fogel, J.) (finding “that the sale of
trademarked terms in the AdWords program is a use in commerce for the purposes
of the Lanham Act.”).

Here, Defendants admit to having purchased the terms “perma-life” and

16
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“perma life” in internet search engine advertising keywords. (P1’s Brief at 11:3-4;
Voelzke Decl., Ex. 11). These terms are identical and nearly identical to the
Plaintiff’s trademark.
Thus, Plaintiff has provided evidence to support a likelihood of success on

the merits on this issue.
II. Irreparable Injury

Ordinarily, a party who establishes the likely success of its claim must also
establish it will be irreparably injured in order to obtain injunctive relief. See
GoTo.com, Inc. v. Walt Disney Co., 202 F.3d 1199, 1204-05 (9th Cir. 2000). If,
however, a party is able to establish a likelihood of success on a trademark
infringement claim, “irreparable injury may be presumed.” Brookfield, 174 F.3d at
1066; see also El Pollo Loco, Inc. v. Hashim, 316 F.3d 1032, 1038 (9th Cir. 2003)
(“In a trademark infringement claim, irreparable injury may be presumed from a
showing of likelihood of success on the merits.”) (quoting GoTo.com, 202 F.3d at
1205, n.4.); see also Metro Pub., Ltd. v. San Jose Mercury News, 987 F.2d 637,
640 (9th Cir. 1993); see also Visionsports, Inc. v. Melville Corp., 888 F.2d 609,
612, n.3 (9th Cir. 1989). “A [party] is therefore entitled to a preliminary injunction
in a trademark case simply when it shows a likelihood of confusion.” GoTo.com,

202 F.3d at 1205.

II1. Balance of Hardships and the Public Interest

Although preliminary injunctive relief is merited if the moving party in a
trademark infringement case establishes the likely success of its claim, a court must
also consider “the impact of granting or denying a motion for preliminary
injunction will have on the respective enterprises” and the public’s interest in
enjoining the defendant’s conduct. See generally Int’l Jensen v. Metrosound
U.S.A., 4 F.3d 819, 827 (9th Cir. 1993); see also Tillamook County, 288 F.3d at
1143.

17
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A. Balance of the Hardships
Defendants deny the allegations of the Complaint and deny infringing on the
PERMA-LIFE trademark. (Def’s Opp. at 2:15-17). Defendant Yang declares that

he “does not presently use the name “Perma Life” or “Pearl Life” to market or sell

any product or for any other purpose.” (Yang Decl. § 20).

Plaintiff argues that “the only thing that finally got the Defendants to quit
using Plaintiff’s trademark” was the filing of their Motion. (PI’s Reply at 1:10-11)
(emphasis in original). “The fact that Defendants argue that they should be able to
use the PERMA-LIFE trademark to sell their competing cookware because doing
so will not harm the Plaintiff, merely demonstrates how likely it is that, unless the
court enjoins the Defendants from using Plaintiff’s trademark, Defendants will
immediately return to their old ways.” (P1’s Reply at 8:3-6). Plaintiff contends
that Defendants have refused to provide discovery responses listing all the ways
they have used Plaintiff’s PERMA-LIFE trademark. (P1’s Brief at 1:22-26).

In this case, the balance of hardships tips in favor of the Plaintiff. Both
parties agree that Defendants have already ceased some of the allegedly infringing
activities detailed in the Plaintiff’s Motion. Further, Defendants have not made any
argument that it would burden them not to use Plaintiff’s mark in their advertising.

Thus, this factor weighs in favor of the Plaintiff.

B. Public Interest

The public has a right not to be deceived or confused about the source of a

good or service. Moroccanoil, Inc. v. Moroccan Gold, LLC, 590 F. Supp. 2d 1271,
1282 (C. D. Cal. 2008) (Klaunser, J.) (internal citation omitted); see also Internet
Specialties West, Inc. v. Milon-Digiorgio Enters., 559 F.3d 985, 993 (9th Cir.
2009) (the public interest concerned in trademark cases is “avoiding confusion to
customers.”). Here, a preliminary injunction would prevent or ameliorate

confusion to customers.
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IV. Amount of Bond to be Posted

Federal Rule of Civil Procedure 65(c) states: “the court may issue a
preliminary injunction or a temporary restraining order only if the movant gives
security in an amount that the court considers proper to pay the costs and damages
sustained by any party found to have been wrongfully enjoined or restrained.”
Here, the parties have agreed that a bond is not necessary. Thus, no bond is

required.

CONCLUSION
For the foregoing reasons, the Court GRANTS Plaintiff’s Motion as to
cybersquatting, metatags, visible video tags, and keying, finding likelihood of
success on the merits and irreparable harm. The Court DENIES Plaintiff’s request
for a preliminary injunction with respect to the photograph on the internet and use

of the Plaintiff’s mark within website text for lack of evidence.

IT IS SO ORDERED.

DATED: September |2, 2010 By

CONSUELO B. MARSHALL
UNITED STATES DISTRICT JUDGE
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437 F.Supp.2d 273
United States District Court,

D. New Jersey.

800-JR CIGAR, INC., Plaintiff,
v.
GOTO.COM, INC. et al., Defendants.

Civil Action No. 00—3179.

I
July 13, 2006.

Synopsis

Background: Cigar retailer, which owned six federal
trademarks, brought action against pay-for-priority
Internet search engine, alleging, inter alia, trademark
infringement, unfair competition, and dilution. Parties
filed cross-motions for summary judgment.

Holdings: The District Court, Lifland, J., held that:

[1] search engine made trademark use of retailer's
trademarks;

[2] genuine issues of material fact existed as likelihood
of confusion element of trademark infringement, unfair
competition, and dilution claims;

[3] retailer's trademarks and tradename were famous for
purposes of claims under federal and New Jersey anti-
dilution statutes;

[4] search engine was not immune under Communications
Decency Act from retailer's claims of fraud and abuse
arising from its pay-for-priority advertising business; and

[5]federal Telemarketing and Consumer Fraud and Abuse

Prevention Act did not apply to Internet search engines.

Plaintiff's motion denied; defendant's motion granted in
part and denied in part.

Attorneys and Law Firms

*277 Jan Alan Brody, Carella, Byrne, Bain, Gilfillan,
Cecchi, Stewart & Olsten, Roseland, NJ, for Plaintiff.

Peter Joseph Pizzi, Connell Foley, LLP, Roseland, NJ, for
Defendant.

OPINION & ORDER
LIFLAND, District Judge.

Before the Court is the Motion of Plaintiff 800-JR
Cigar, Inc. (“JR” or “JR Cigar”) pursuant to Federal
Rule of Civil Procedure 56 for summary judgment as to
liability on Counts I (trademark infringement, 15 U.S.C.
§ 1114), IT (unfair competition, 15 U.S.C. § 1125(a)), III
(dilution, 15 U.S.C. § 1125(c)), V (common law trademark
infringement), VI (New Jersey trademark infringement
and dilution, N.J.S.A. 56:3-13.16 and N.J.S.A. 56:3—
13.20), and VIII (New Jersey statutory unfair competition,
N.J.S.A. 56:4-1 et seq.) against Defendant GoTo.com,
Inc. (“GoTo”), now known as Overture Services, Inc.,
and the cross-motion of Defendant GoTo for summary

judgment in its favor on all claims asserted against it. !
For the reasons explained herein, Plaintiff's motion will
be denied and Defendant's cross-motion will be granted in
part and denied in part.

BACKGROUND

JR Cigar is a prominent seller of cigars at discount prices.
JR Cigar has marketed its products for more than thirty
years under the service mark “JR Cigars,” more recently
under other marks featuring the formatives “JR” or “JR
Cigar,” and, even more recently, under the trade name
“jrcigars.com,” which is the address for JR's Internet
website that was launched in April 1999. JR Cigar is the
ultimate owner of six federal trademarks that utilize the

formative “JR” or “JR Cigar.” 2

GoTo is a pay-for-priority Internet search engine formed
in 1997. Its service reaches approximately 75% of all
Internet users. A search engine allows users to find
information by entering a search term and receiving a list
of results. Pay-for-priority search engines solicit bids from
advertisers for key words or phrases to be used as search
terms, giving priority results on searches for those terms to
the highest-paying advertiser. Thus, each advertiser's rank
in the search results is determined by the amount of its bid
on the search term entered by the user. The list of paid
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results on GoTo's web site discloses the amount of each
advertiser's bid. Advertisers pay GoTo only when a user
clicks on their listings in the search results. After *278 all
paying advertisers' sites are listed as search results, GoTo
lists unpaid or “natural” search listings, i.e., those whose
sites are most logically relevant to the search criteria.
GoTo receives no revenue when a user clicks on unpaid
listings.

Search terms are displayed on GoTo result pages only if a
user enters those particular search terms. And if the search
terms are displayed in web site descriptions in the search
result listings, it is only because the owner of the listed web
site included the term in its description for the listing.

It is arguable that GoTo does not use “jr cigar” or any
other JR Cigar trademark to promote or advertise its
own services. However, in addition to accepting bids
for search terms and earning revenue therefrom, GoTo
assists prospective and current advertisers in selecting
search terms by providing an automated “Search Term
Suggestion Tool.” This tool enables an advertiser to assess
the usefulness of a search term. When an advertiser enters
a search term for which it is considering a bid, the Search
Term Suggestion Tool applies various algorithms and
automatically generates a list showing how many times
that term and related terms were searched during the prior
month. GoTo applies its standard editorial review process
to search terms identified through the use of the Search
Term Suggestion Tool.

Between April 1999 and June 2001, GoTo earned revenue
of about $345 from paid listings for “jr cigar” and related
search terms. Portions of that revenue stemmed from the
term “jr” and clicks to web sites entirely unrelated to
cigars, such as J & R Music. Another portion of this
revenue resulted from clicks to a web site maintained by

JR Cigar's attorneys.

JR Cigar itself did not pay GoTo for a priority listing,
but some of its competitors (the non-search engine
defendants) did. According to GoTo, some of the bids
for “jr cigar” search terms were accepted because the
advertisers' web sites contained content that was relevant
to JR Cigar or its products under GoTo's relevancy
guidelines. In other cases, GoTo accepted bids because its
editors believed that the term “jr cigar” was a reference to
a “junior” or small cigar.

In June 2000, JR became aware that GoTo was selling
to the non-search engine defendants the right to use
the term “JR Cigar” and slight variations of that term,
including “J R Cigar,” “J & R Cigar,” “J-R Cigar,”
“JRCigars.com,” and “800 JR Cigar” (collectively the “JR
search terms”), as Internet keywords or other devices to
generate advertising revenues for GoTo. According to
JR Cigar, that enabled JR Cigar's competitors to “pass
themselves off as JR” and “divert internet shoppers and
purchasers from JR's website to their own competitive
websites.”

At no time did GoTo enter into any agreement with any
advertiser encouraging the advertiser to bid on “jr cigar”
or related search terms. According to GoTo, its advertisers
represent to it that their web sites and search listings will
not violate trademark rights of any third party. Moreover,
GoTo claims that it exercises no control over the content
of the web sites that appear among paid and unpaid
listings.

At one time GoTo's “Editorial Manuals” and “Relevancy
Guidelines” prohibited bidding on trademarks and on the
names of advertisers' competitors, stating that:

* For line listings, GoTo does not permit the mention of
specific competitors or bidding for search terms that
are trademarked names;

* We do not accept search terms based on the
products of our advertisers' competitors, unless
our advertisers' websites present actual, significant
information about their competitors' *279 products
by comparing them to their own.

These prohibitions were removed in 1999 and 2000,
reportedly because it was impractical for editors to
determine who owned trademarks and whether an
advertiser's use was infringing.

On June 28, 2000, JR Cigar filed suit against GoTo and the

non-search engine defendants. 3 GoTo responded to the
receipt of the Complaint and demand letter by reviewing
the paid listings for “jr cigar” and related search terms,
and removed a number of listings that were not relevant.
The two remaining paid listings include advertising by a
JR Cigar attorney and by a site providing financial and
other information about JR Cigar.
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In response to JR Cigar's complaint that its web site was
not appearing among unpaid listings, GoTo apparently
investigated and learned that the company that supplied
unpaid results to GoTo and other search engines had
applied an adult content rating to JR Cigar's site that
blocked the site from GoTo's unpaid listings unless users
set the adult filter to view all listings. Within days, the
rating was changed. As a result, JR Cigar's site appears at
or near the top of GoTo's unpaid listings.

DISCUSSION

I. Summary Judgment Standard

Summary judgment is appropriate if there is no genuine
issue as to any material fact and the moving party is
entitled to a judgment as a matter of law. Fed. R. Civ. P. 56;
Serbin v. Bora Corp., 96 F.3d 66, 69 n. 2 (3d Cir.1996).
In evaluating a summary judgment motion, a court must
“draw all reasonable inferences in favor of the non-
moving party.” Armour v. County of Beaver, PA, 271 F.3d
417 (3d Cir.2001) (quoting Reeves v. Sanderson Plumbing
Products, Inc., 530 U.S. 133, 150, 120 S.Ct. 2097, 147
L.Ed.2d 105 (2000)). A motion for summary judgment
requires the non-moving party to set forth specific facts
showing that there is a genuine issue for trial. Anderson
v. Liberty Lobby, Inc., 477 U.S. 242, 250, 106 S.Ct. 2505,
91 L.Ed.2d 202 (1986). The initial burden of showing that
no genuine issue of material fact exists rests initially on
the moving party. Celotex Corp. v. Catrett, 477 U.S. 317,
323,106 S.Ct. 2548, 91 L.Ed.2d 265 (1986); Huang v. BP
Amoco Corp., 271 F.3d 560, 564 (3rd Cir.2001). Once the
moving party has made a properly supported motion for
summary judgment, the burden shifts to the non-moving
party to “set forth specific facts showing that there is a
genuine issue for trial.” Fed. R. Civ. P. 56(e); Anderson, 477
U.S. at 242, 106 S.Ct. 2505.

The mere existence of some alleged factual dispute
between the parties will not defeat an otherwise properly
supported motion for summary judgment. Matsushita
Elec. Indus. Co. v. Zenith Radio Corp., 475 U.S. 574,
586, 106 S.Ct. 1348, 89 L.Ed.2d 538 (1986); Quiroga v.
Hasbro, Inc., 934 F.2d 497, 500 (3d Cir.1991) (noting that
a motion for summary judgment is not defeated by mere
allegations, general denials, or other “vague statements™).
Rather, only disputes regarding facts that might affect
the outcome of the lawsuit under the governing law will
preclude the entry of summary judgment. Anderson, 477

U.S. at 247-48, 106 S.Ct. 2505. If the evidence is “such
that a reasonable fact-finder could return a verdict for
the nonmoving party,” summary judgment should not
be granted. Id. at 248, 106 S.Ct. 2505; Lawrence v. Nat'l
Westminster Bank of New Jersey, 98 F.3d 61, 65 (3d
Cir.1996).

*280 II. Parties' Arguments

JR Cigar seeks monetary and injunctive relief, arguing
that GoTo (1) profited from the unauthorized sale of
the JR marks as search terms to its customers; (2) used
the JR marks to attract search customers to its site; and
(3) created and implemented a scheme to divert Internet
users seeking to find “jr cigar” to JR Cigar's competitors
and rivals. JR Cigar argues that such conduct constitutes
trademark infringement, unfair competition, and false
designation of origin in violation of Sections 32(1) and
43(a) of the Lanham Act, 15 U.S.C. § 1114(a) and 1125(a),
involving the unauthorized use of JR marks in interstate
commerce in a manner that is likely to create confusion.
JR Cigar further argues that GoTo has diluted JR
Cigar's “famous mark,” entitling JR Cigar to permanent

injunctive relief under the anti-dilution statute. 4 IR Cigar
also contends that liability exists for common law and
New Jersey statutory unfair competition, infringement,
and dilution claims because virtually the same proof is
required as for liability under federal law.

GoTo responds that JR Cigar seeks “broad veto
power” well beyond the bounds afforded by trademark
protection. The argument goes that the use of a trademark
on GoTo's web site is consistent with applicable law
allowing for comparative advertising, “gripe sites,” and
other cases of fair use. GoTo further argues that its paid
listings service is much like other cases wherein courts
have allowed use of another's trademark in domain names,
as key words for banner advertisements, and in metatags
(hidden codes that influence whether a web site appears
in search engine results). In summary, GoTo maintains
that it has not made trademark use of any JR Cigar
search terms for its own services and that there is no
contributory infringement because it did not intentionally
induce infringement or continue to offer its service to an
advertiser that it knew to be infringing.

II1. Secondary Liability for Trademark Infringement
Before turning to the analysis of the parties' arguments,
it is necessary to address issues of secondary or indirect
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liability which appear relevant to GoTo's conduct in this
case.

[1] Certain theories of secondary liability are recognized

under the Lanham Act. American Telephone & Telegraph
Co. v. Winback & Conserve Program, Inc., 42 F.3d 1421,
1432-433 (3d Cir.1994) (hereinafter “AT & T”). The
Supreme Court has endorsed a “theory of secondary
liability for trademark infringement that comes very close
to aiding and abetting.” Id. at 1432 (citing William R.
Warner & Co. v. Eli Lilly & Co., 265 U.S. 526, 44 S.Ct.
615, 68 L.Ed. 1161 (1924)). The theory of contributory
infringement, as it came to be known, requires proof of
either an intent to induce another to infringe a trademark
or continued supply of goods or services to one whom
the supplier (contributory infringer) knows or has reason
to know is engaging in trademark infringement. Inwood
Labs., Inc. v. Ives Labs., Inc., 456 U.S. 844, 854, 102
S.Ct. 2182, 72 L.Ed.2d 606 (1982); AT & T, 42 F.3d at
1432. Thus, the actions undertaken by the supplier of
services (contributory infringer) enable an infringer to
confuse or deceive the ultimate consumer. See 4 J. Thomas
McCarthy, MCCARTHY ON TRADEMARKS AND
UNFAIR COMPETITION, § 25:18, at 25-43. Although
the doctrine was applied to drug manufacturers in the
Inwood Labs case, *281 “courts have expanded it beyond
that particular origin.” AT & T, 42 F.3d at 1432-433
(noting application of the theory to situations involving
franchisors and franchisees and to landlords and tenants
in the context of flea markets).

The Third Circuit has also applied theories of agency law,
including the doctrine of apparent authority, to conclude
that

in certain instances, secondary,
indirect liability is a legitimate
basis for liability under the federal
unfair competition statute. There
is a good reason for this: the
Lanham Act is derived generally and
purposefully from the common law
tort of unfair competition, and its
language parallels the protections
afforded by state common law and
statutory torts. Thus, the conduct
prohibited by section 43(a) of the
Lanham Act is even more analogous
to common law torts than the
antitrust laws at issue in Hydrolevel.

The Act federalizes a common law
tort. In construing the Act, then,
courts routinely have recognized the
propriety of examining basic tort
liability concepts to determine the
scope of liability.... Applying the
analysis to the facts of this case, it is
clear that liability based on agency
principles is often appropriate.

Id. at 1433-434 (internal citations omitted).

In the present context of Internet trademark infringement,
the court in Government Employees Insurance Co.
(“GEICO”) . 330 F.Supp.2d 700
(E.D.Va.2004), recognized contributory infringement and
stated:

Google, Inc.,

Overture encourages advertisers
to bid on trademarked words,
and monitors and  controls
the allegedly infringing third-
party advertisements. Although
Overture argues that its monitoring
is intended to prevent, not
encourage, trademark infringement,
that argument raises a disputed
fact that cannot be resolved by
a motion to dismiss. The claim
that Overture monitors and controls
the third-party advertisements is
sufficient to plead actual or
constructive knowledge required to

allege contributory infringement.

Id. at 705. The GEICO court additionally commented on
theories of liability based on a principal-agent relationship
and concluded that “[blecause GEICO has alleged that
both Overture and the advertisers control the appearance
of the advertisements on Overture's search results page
and the use of GEICO's trademarks therein, plaintiff

has stated a claim for vicarious’ infringement against
Overture.” Id.

JR has not raised issues of secondary liability. Thus,
the Court will proceed to analyze JR's claims of direct
infringement against GoTo until such time that these
issues are properly before it.



PUBLIC

800-JR Cigar, Inc. v. GoTo.com, Inc., 437 F.Supp.2d 273 (2006)

81 U.S.P.Q.2d 1939

IV. Trademark Infringement and Unfair Competition
Claims

[2] To establish violations of either Section 32(1) or 43(a)
of the Lanham Act, Plaintiff must show (1) ownership of
a valid and legally protectable mark; (2) that defendant
used the mark “in commerce” *282 (3) “in connection
with the sale, offering for sale, distribution, or advertising”
of goods and services (4) in a manner likely to confuse
customers. 15 U.S.C.§§ 1114, 1125(a); Fisons Horticulture,
Inc. v. Vigoro Industries, Inc., 30 F.3d 466, 472 (3d
Cir.1994). Section 32(1) of the Lanham Act states:

(1) Any person who shall, without the consent of the
registrant—

(a) use in commerce any reproduction, counterfeit,
copy, or colorable imitation of a registered mark in
connection with the sale, offering for sale, distribution,
or advertising of any goods or services on or in
connection with which such use is likely to cause
confusion, or to cause mistake, or to deceive; or

(b) reproduce, counterfeit, copy, or colorably imitate
a registered mark and apply such reproduction,
counterfeit, copy, or colorable imitation to labels,
signs, prints, packages, wrappers, receptacles or
advertisements intended to be used in commerce upon
or in connection with the sale, offering for sale,
distribution, or advertising of goods or services on or
in connection with which such use is likely to cause
confusion, or to cause mistake, or to deceive,

shall be liable in a civil action by the registrant for
the remedies hereinafter provided. Under subsection (b)
hereof, the registrant shall not be entitled to recover
profits or damages unless the acts have been committed
with knowledge that such imitation is intended to be
used to cause confusion, or to cause mistake, or to
deceive.

15 U.S.C. § 1114(1). Section 43(a) of the Lanham Act
states:

(a) Civil action

(1) Any person who, on or in connection with any
goods or services, or any container for goods, uses in
commerce any word, term, name, symbol, or device, or
any combination thereof, or any false designation of

origin, false or misleading description of fact, or false or
misleading representation of fact, which—

(A) is likely to cause confusion, or to cause mistake,
or to deceive as to the affiliation, connection, or
association of such person with another person, or as to
the origin, sponsorship, or approval of his or her goods,
services, or commercial activities by another person, or

(B) in commercial advertising or promotion,
misrepresents the nature, characteristics, qualities, or
geographic origin of his or her or another person's
goods, services, or commercial activities, shall be liable
in a civil action by any person who believes that he or

she is or is likely to be damaged by such act.

15U.S.C.§ 1125.

These motions turn largely on GoTo's use of JR marks
and confusion in the marketplace.

A. Trademark Use
[3] First to be addressed is whether GoTo's “use” of
JR marks—accepting bids that include “jr cigar” and like
key search terms for purposes of priority listing—falls
within the commercial use contemplated by statutory and
common law trademark infringement prohibitions.

JR contends that GoTo's use of the “JR,” “JR Cigar,”
and “800 JR Cigar” marks and variations of those marks
are the sort of use contemplated by the Lanham Act, even
though GoTo is not a distributor or direct competitor of
JR Cigar. GoTo responds that the sale of JR marks is
not “trademark use” attributable to GoTo, because it is
the advertiser who selects the search term and uses it in
conjunction with the content contained on the advertiser's
website. GoTo perceives its involvement as merely limited
to accepting the advertiser's bid on the search *283

term after determining that the term is relevant® to the
advertiser's Web site.

The Court finds JR's position to be more persuasive.
Instructive on this point is the GEICO case, supra,
where GEICO brought suit against Google and Overture
Services, Inc. (formerly GoTo, the defendant in the
present action) based on their use of GEICO's trademarks
in selling advertising on Google's and Overture's Internet
search engines. GEICO, 330 F.Supp.2d at 700. GEICO
alleged that Google and Overture operated Internet search
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engines that were used by Internet users to search the
Internet for sites offering certain products or services. Id.
at 701. The search engines functioned by the Internet user
entering search terms. Id. Those search terms were then
compared with databases of websites maintained by the
search engine, which resulted in a list of various websites
matching the given search term. Id.

Google and Overture also sold advertising linked to
search terms. Id. at 702. When an Internet user entered
a search term, the results page displayed not only a list
of websites generated by the search engine using neutral
criteria, but also links to websites of paid advertisers,
identified as “Sponsored Links.” Id. GEICO alleged that
the defendants' practice of selling advertising, by allowing
GEICO's competitors to pay to have their ads appear
next to the listings that resulted when GEICO's marks
were entered as search terms, violated the Lanham Act,
contributed to violations of the Act by third parties, and
also constituted various state law torts.

Google and Overture moved to dismiss for failure to
state a claim, arguing that the complaint failed to allege
that defendants made trademark use of the marks.
Specifically, defendants argued that their use of GEICO's
marks was not “in commerce” and “in connection with
the sale, offering for sale, distribution, or advertising
of goods and services.” Id. Defendants claimed that
they only used GEICO's trademarks in their internal
computer algorithms to determine which advertisements
to show. The GEICO trademarks did not appear on the
paid advertisements and therefore, Google and Overture
argued, the Internet user could not be confused as to the
origin of the advertised insurance products.

In its analysis, the GEICO court discussed recent cases
holding that use of trademarks by software companies
to generate pop-up Internet advertisements does not
constitute “trademark use” of the marks under the
Lanham Act. “Those cases are based on a finding that the
marks were not used by the company making the pop-up
software to identify the source of its goods and services.”
Id at 703. See, e.g., U-Haul Int'l, Inc. v. WhenU.com,
Inc., 279 F.Supp.2d 723, 727 (E.D.Va.2003); see also Wells
Fargo & Co. v. WhenU.com, Inc., 293 F.Supp.2d 734, 762
(E.D.Mich.2003).

In the U-Haul and Wells Fargo cases, WhenU operated
an Internet pop-up advertisement business. Its software

program, called “SaveNow,” was voluntarily downloaded
by Internet users into their computers. To determine
which pop-up ads to display, WhenU collected common
search phrases, web addresses, and various keyword
algorithms in an internal directory. The SaveNow
program automatically scanned the user's Internet activity
to discover whether that activity matched any information
in the SaveNow directory. When the software identified a
match, a *284 pop-up advertisement was selected from
among those provided by WhenU's clients and appeared
on the Internet user's computer screen.

In finding that WhenU did not use plaintiffs' trademarks
in commerce, the U-Haul and Wells Fargo courts
both reasoned that WhenU did not sell the plaintiffs'
trademarks to its customers or target specific websites,
either in its software or in the selling of its services to
advertisers. Rather, WhenU used the trademarks for a
“pure machine-linking function” to internally associate
terms with categories, and thus did not place the
trademarks in commerce.

Similarly, in /-800 Contacts, Inc. v. WhenU.Com, Inc.,
414 F.3d 400 (2d Cir.2005), the Second Circuit found that
WhenU did not make “use” of the plaintiff's trademark.
Although WhenU reproduced plaintiff's website address,
www.1800Contacts.com, in its proprietary directory,
the court found compelling the fact that WhenU
“does not disclose the proprietary contents of the
SaveNow directory to its advertising clients nor does
it permit its advertising clients to request or purchase
specified keywords to add to the directory.” Id. at 409

(distinguishing GEICO, supra ).’

The GEICO court also noted other cases which held
that the use of trademarks as advertising keywords
by the Netscape and Excite search engines potentially
created a likelihood of confusion and that there was
no dispute that those defendants used the marks
in commerce. See, e.g., Playboy Enterprises, Inc. v.
Netscape Commc'n Corp., 354 F.3d 1020, 1024 (9th
Cir.2004). Similarly, courts have found that the use of
trademarks in metatags amount to “use in commerce”
for purposes of the Lanham Act. See Bihari v. Gross,
119 F.Supp.2d 309 (S.D.N.Y.2000) (using plaintiff's
trademarks as metatags in websites critical of plaintiff
involved infringing use because those websites also
contained hyperlinks to plaintiff's competitors); Playboy
Enter., Inc. v. Asiafocus Int'l, Inc., No. 97-734-A, 1998
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WL 724000 (E.D.Va. April 10, 1998) (commercial use
found where defendant embedded plaintiff's trademarks
within defendant's website's computer source code (i.e.,
metatags) in order to attract consumers searching for
plaintiff).

The GEICO court ultimately concluded that Overture
made trademark use of GEICO's marks. The court found
that the allegations of the complaint supported trademark
use because “the complaint [was] addressed to more than
the defendants' use of the trademarks in their internal
computer coding.” GEICO, 330 F.Supp.2d at 703. That
is, the complaint addressed defendants' selling of and
profiting from GEICO's marks.

The GEICO court distinguished the actions taken by
defendant WhenU in the U-Haul case, stating:

[Wlhen defendants sell the rights
to link advertising to plaintiff's
trademarks, defendants are using
the trademarks in commerce in a
way that may imply that defendants
have permission from the trademark
holder to do so. This is a critical
distinction from the U-Haul case,
because the only
‘trademark use’ alleged was the
use of the trademark in the pop-
up software—the internal computer
coding. WhenU allowed advertisers
to bid on broad categories of terms
that included the trademarks, but
did not market the protected marks

in that case

themselves as keywords to which
advertisers could directly purchase
rights.

Id. at 704 (emphasis added).

The distinction made by the GEICO court, italicized
above, is applicable here. *285 GoTo gives prominence
in search results to the highest bidder by linking
advertisers with certain trademarked terms. There is
evidence in the record that, prior to the filing of JR's
Complaint, GoTo accepted bids for the JR marks from
no less than eleven of JR's competitors and ranked their
priority on search results listings from highest to lowest
based on who paid the most money. (Rothman Decl. Ex.
B.) Such conduct is qualitatively different from the pop-

up advertising context, where the use of trademarks in
internal computer coding is neither communicated to the
public nor for sale to the highest bidder.

Here, GoTo makes trademark use of the JR marks in three
ways. First, by accepting bids from those competitors of
JR desiring to pay for prominence in search results, GoTo
trades on the value of the marks. Second, by ranking its
paid advertisers before any “natural” listings in a search
results list, GoTo has injected itself into the marketplace,
acting as a conduit to steer potential customers away from
JR to JR's competitors. Finally, through the Search Term
Suggestion Tool, GoTo identifies those of JR's marks
which are effective search terms and markets them to JR's

competitors. 8 Presumably, the more money advertisers
bid and the more frequently advertisers include JR's
trademarks among their selected search terms, the more
advertising income GoTo is likely to gain.

For these reasons, the Court concludes that there are no
disputed material issues of fact which would prevent the
Court from concluding, as a matter of law, that GoTo
is making trademark use of JR Cigar's trademarks. It
must next be determined whether summary judgment is
appropriate on the issue of whether GoTo's use of JR's
trademarks creates a likelihood of confusion.

B. Likelihood of Confusion
[4] [5] To establish a likelihood of confusion, a plaintiff
must prove that “consumers viewing the mark would
probably assume that the product or service it represents
is associated with the source of a different product or
service identified by a similar mark.” Checkpoint Systems,
Inc. v. Check Point Software Tech., Inc., 104 F.Supp.2d.
427, 456 (D.N.J.2000) (citing Ford Motor Co., v. Summit
Motor Products, Inc., 930 F.2d 277, 292 (3d Cir.1991))
aff'd Checkpoint Systems, Inc. v. Check Point Software
Tech., Inc., 269 F.3d 270, 280 (3d Cir.2001). The likelihood
of confusion is a highly factual issue, and accordingly
summary judgment for either party is unlikely, absent a
particularly one-sided factual record on this issue.

[6] The Third Circuit applies the following ten-part
analysis known as the Lapp factors for determining
whether a likelihood of confusion exists:

(1) similarity of the marks;

(2) the strength of the owner's mark;
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(3) the price of the goods and other factors indicative
of the care and attention expected of consumers when
making a purchase;

(4) the length of time the defendant has used the mark
without evidence of actual confusion;

*286 (5) the intent of the defendant in adopting the
mark;

(6) the evidence of actual confusion;

(7) whether the goods are marketed or advertised
through the same channels;

(8) the extent to which the targets of the parties' sales
efforts are the same;

(9) the relationship of the goods in the minds of
consumers; and

(10) other factors suggesting that the consuming public
might expect the prior owner to manufacture both
products, or manufacture a product in the defendant's
market, or expect that the prior owner is likely to
expand into the defendant's market.

Scott Paper Co. v. Scott's Liquid Gold, Inc., 589 F.2d
1225, 1229 (3d Cir.1978); see also Checkpoint, 269 F.3d
at 280 (citing Interpace Corp. v. Lapp, 721 F.2d 460, 463
(3d Cir.1983)). The same ten factors apply regardless of
whether or not the goods at issue directly compete. 4 & H
Sportswear, Inc. v. Victoria's Secret Stores, Inc., 237 F.3d
198, 213 (3d Cir.2000). No one factor is determinative, and
not all factors are relevant in each case. Checkpoint, 269
F.3d at 280. In a situation where plaintiff and defendant
deal in non-competing goods or services, “the court must
look beyond the trademark to the nature of the products
or services themselves, and to the context in which they
are marketed and sold.” Fisons Horticulture, Inc. v. Vigoro
Indus., 30 F.3d 466, 473 (3d Cir.1994). The closer the
relationship between the products and their sales contexts,
the greater the likelihood of confusion. The Checkpoint
court instructed that the Lapp factors remain relevant
to any likelihood of confusion analysis, and should be
accorded proper weight in determining whether, in the
totality of the circumstances, marketplace confusion is
likely. Checkpoint, 269 F.3d at 297.

Lapp Factor (1): Similarity of the Marks

[71 Marks are confusingly similar if “ordinary consumers
would likely conclude that ... [the products or services]
share a common source, affiliation, connection or
sponsorship.” Trade Media Holdings Ltd. v. Huang &
Assoc., 123 F.Supp.2d 233, 240 (D.N.J.2000) (citing
Fisons, 30 F.3d at 477). The similarity between the
owner's mark and the alleged infringing mark may be the
most important factor when products directly compete.
Checkpoint, 269 F.3d at 281 (citing Fisons, 30 F.3d at 476).
Where products do not directly compete, mark similarity
is not necessarily determinative of likely confusion, but
rather one of a number of factors that must be examined.
Id. at 282. Here, GoTo contends that its Internet search
engine services do not compete with JR Cigar's retail
cigar services, and that JR's marks bear no similarity to
GoTo's mark. Therefore, GoTo argues that this Lapp
factor should favor it.

JR responds that the test for mark similarity involves
the identity between the goods and services being offered
under the parties' trademarks, not merely a comparison of
the two litigant's marks. JR explains that GoTo has used
the JR search terms that are virtually identical to the JR
Cigar marks to sell search result prominence to Internet
marketers and sellers of cigars, and in doing so, GoTo
has benefited financially. According to JR, the fact that
GoTo is a search engine rather than a cigar seller is not
relevant to the issue of the similarity of the parties' use of
the JR marks, because GoTo has injected itself into the
cigar market through the way it sells its search services.

While JR sells cigars and GoTo sells priority listings to
cigar marketers and sellers, among others, GoTo has used
JR's marks in its efforts to promote its search *287 engine
services. There is no similarity between “JR” and “GoTo.”
But there is similarity, if not identity, between JR Cigar's
marks and the search terms whose results GoTo sells
to direct competitors of JR Cigar who are the highest
bidders. Under these circumstances, the Lapp factor of
similarity of the marks favors JR Cigar.

Lapp Factor (2): Strength of the Owner's Mark

[8] The parties dispute the strength of JR Cigar's marks.
“ ‘Strength,” as applied to trademarks, refers to the

commercial strength or marketplace recognition of the

mark, as well as distinctiveness of the mark.” Jews for

Jesus v. Brodsky, 993 F.Supp. 282, 302 (D.N.J.1998),

aff'd without opinion, 159 F.3d 1351 (3d Cir.1998). Marks

that are fanciful, arbitrary, or suggestive are considered
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strong, whereas those that are merely descriptive or
generic are deemed to be weak. Checkpoint, 269 F.3d at
282-83. “Marks that are merely descriptive (without a
secondary meaning) are generally weak and not entitled to
strong protection. A mark is descriptive with a secondary
meaning when the mark is interpreted by the consuming
public to be not only an identification of the product or
services, but also a representation of the origin of those
products or services.” Id. at 283. A secondary meaning
can be “established through extensive advertising which
creates in the minds of consumers an association between
the mark and the provider of the services advertised under
the mark.” Id.

JR Cigar argues that its marks are strong, four having
become incontestable and creating a presumption of

secondary meaning. JR maintains that because “JR” s
not a description of the products sold by JR and because
arbitrarily arranged letters are not easily memorable, the
JR marks qualify for the highest degree of protection
under the Lanham Act. JR adds that the magnitude of
sales—more than a billion dollars over a five-year span
(Colleton Decl. Conf. Ex. 16)—and the extent of the
unsolicited third-party recognition that has been received
by the JR marks (/d., Exs. 14, 15) speak to the strength
of its marks. JR also points out that the term “JR Cigar”
routinely finishes at the top of cigar-related search terms
reported monthly by GoTo itself in its “Search Term
Suggestion Tool”, (McCarthy Decl. Ex. 10), which GoTo
urges advertisers to use “to drive traffic” to their websites.
(Rothman Decl. Ex. G.)

GoTo responds that JR's marks do not qualify for the
highest degree of protection because marks consisting
of initials are considered to be weak marks that are
merely descriptive and without secondary meaning. GoTo
contends that the initials “JR” are not distinctive in
that the initials alone do not instantaneously conjure
up JR Cigar in the minds of consumers. See Anheuser—
Busch, Inc. v. A-B Distrib., Inc., 910 F.Supp. 587, 593
(M.D.Fla.1995) (“A B” mark “is merely descriptive, and
must be characterized as a weak mark.”); American
Optical Corp. v. American Olean Tile Co., Inc., 1974 WL
20261, 185 U.S.P.Q. 405, 409 (S.D.N.Y.1974) (“There
is nothing particularly distinctive about plaintiff's mark.
The initials AO are letters in the alphabet available for
use by everyone. It is merely descriptive and must be
characterized as a weak mark.”). It is also argued that the
term “jr cigar” may be perceived as a descriptive term by

consumers—i.e., a “junior” or “small” cigar. GoTo argues
that the mark is further *288 weakened by the existence
of non-tobacco entities such as “J & R Music.”

This factor favors JR Cigar. GoTo has not discredited
the evidence put forth by JR Cigar as to the strength
of its marks. GoTo does not dispute that JR has used
its marks for as long as thirty years, spent millions of
dollars promoting the sale of the JR products, achieved
sales of over one billion dollars in a span of five years,
and received extensive unsolicited third party recognition.
That JR's marks consist of someone's initials, under these
circumstances, does not reduce their strength because JR
has pointed to evidence establishing secondary meaning
of its marks. The Court is satisfied that the marks are
demonstrably strong. As JR Cigar points out, the fact that
more than twenty competitors bid on the “JR Cigar” name
on GoTo's system further indicates that the cigar industry
recognizes the power of the name. (Rothman Rply. Dec.
Ex. 1-12; Denis Dec. Ex. 5-8.) GoTo has not successfully
contradicted this evidence.

Lapp Factor (3): Price of the Goods and Other Factors
Indicative of the Care and Attention Expected of
Consumers when Making a Purchase

Consideration of this Lapp factor is highly relevant to the
analysis of this action and also merges with initial interest
confusion analysis. The Court's discussion of this factor is
addressed in Part IV. C.

Lapp Factors (4) & (6): Length of Time Defendant

Has Used the Mark Without Evidence of Confusion and
Evidence of Actual Confusion

These Lapp factors are also highly relevant. GoTo argues
that JR has presented no evidence of actual confusion,
i.e., that a consumer clicked on an advertiser's listing
believing it to be a JR Cigar listing, and once reaching
the advertiser's web site, believed that it was affiliated
in some way with JR Cigar, and purchased cigars from
the advertiser's web site. Indeed, JR Cigar offers no
survey evidence of actual consumer confusion. See Eagle
Snacks, Inc. v. Nabisco Brands, Inc., 625 F.Supp. 571,
583 (D.N.J.1985) (noting that failure to offer confusion
survey may give rise to inference that survey results would
be unfavorable). However, JR has presented evidence of
diversion that is probative of initial interest confusion.
Initial interest confusion is discussed more fully below.
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The lack of evidence of actual confusion in the form of
mistaken purchasing decisions favors GoTo. However,
there is evidence regarding temporary diversion of
potential customers away from JR's website. Whether this
diversion supports a finding of initial interest confusion
must be decided by the trier of fact.

Lapp Factor(5): Intent of GoTo in Adopting the Mark

JR Cigar contends that GoTo ignored its own Relevancy
Guideline prohibitions against the sale of trademarks
to competitors when it permitted JR's competitors to

purchase JR marks. 10 3R Cigar also argues that GoTo's
failure to permanently cease all conduct after receiving
notice of this action signals willful and bad faith conduct.
After receiving JR's Complaint, GoTo continued to
permit at least five JR competitors to purchase JR marks
(none of whom had relevant information on their sites).
(See DeNys Decl. Exs. 5-8.) JR Cigar relies on NFL v.
New Jersey Giants, 637 F.Supp. 507, 518 (D.N.J.1986),
which held that “[d]efendant's continuation of its activities
after receipt of plaintiff's cease *289 and desist letters
constitutes bad faith and is deemed to be an actual and
original intention to confuse consumers.”

GoTo disputes the significance of this evidence and
maintains that only advertisers who were making fair use
were allowed to bid on search terms that are JR marks.
GoTo argues that even though the Relevancy Guidelines
were replaced by the end of 1999 (McCarthy Exs. 4—
7), the Guidelines are consistent with principles of fair
use routinely followed by the company, and that, where
appropriate, it has removed listings of advertisers who
did not appear to be making fair use. GoTo claims it
took steps to ensure that JR's website would appear at or
near the top of unpaid listings. Also, GoTo has pointed
to evidence that its editors initially accepted some “jr
cigar” search terms in the good faith belief that they were
abbreviations for “junior cigar” and that, after learning
about JR's Complaint, removed listings that did not
comply with relevancy guidelines. Whether GoTo's editors
really believed that “jr cigar” stood for a small cigar will
be up to the trier of fact.

Evaluation of the foregoing evidence bearing on GoTo's
intent is for the trier of fact.

Lapp Factors (7) & (8): Whether the Goods are
Marketed or Advertised Through the Same Channels

and the Extent to Which the Targets of the Parties' Sales
Efforts are the Same

The Internet is used as the marketing channel for all
concerned, so this factor does not further the analysis. See
Playboy Enter., 354 F.3d at 1028.

[9] “[W]hen parties target their sales efforts to the same

consumers, there is a stronger likelihood of confusion.”
Checkpoint, 269 F.3d at 289. Here, the targets of the
present parties' sales efforts are different in the sense
that GoTo is an Internet search engine that provides
information on myriad topics of interest, whereas JR
Cigar sells cigars and cigar-related products. However,
from an Internet searcher's perspective, these efforts
overlap to the extent these efforts are all directed to
attracting consumers seeking to purchase cigars and
related products. The eighth Lapp factor thus marginally
favors JR.

Lapp Factor (9): Relationship of the Goods in the Minds
of Consumers

“Under this prong, courts examine whether buyers and
users of each parties' goods are likely to encounter the
goods of the other, creating an assumption of common
source affiliation or sponsorship. The test is whether
the goods are similar enough that a customer would
assume they were offered by the same source.” Id. at 286
(internal citation omitted). JR argues that the net result
of GoTo's conduct is to direct Internet users searching
for JR's website to the websites of JR's competitors, who,
by definition, offer similar products. Paid search listings
delivered in response to searches for JR's website suggest
GoTo's promulgation of an association between GoTo's
advertisers and JR, and an implied right to advertise using
JR's name.

GoTo argues, as it has throughout, that JR's retail
cigar services and GoTo's search engine services are
not related. “Internet users looking for JR Cigar come
to [GoTo] because they do not know how to locate
JR Cigar, its products or information regarding it, not
because they believe it is somehow connected to JR
Cigar.” Def. Br. at 28. While this may be true, GoTo's
sales efforts to JR Cigar's competitors established a
relationship between JR's retail cigar services and GoTo's
search engine services. GoTo's argument oversimplifies
the factual underpinnings at hand and overlooks the fact
that Internet users looking for JR Cigar on GoTo's *290
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search engine don't necessarily find JR either, but may
likely be diverted to a competitor instead.

The Court finds that the goods to which Internet users are
ultimately directed in GoTo's search results are similar to
JR's products and are likely to be so identified in the minds
of consumers. The ninth Lapp factor thus favors JR.

C. Initial Interest Confusion

[10] A trademark violation based on initial interest
confusion arises when a senior user's customers are
diverted to a junior user's website offering similar
products. The idea is that, upon arriving at the
competitor's website, customers may be fully aware that
the website is not JR's, but may buy from the competitor
out of convenience or in the belief that JR's products are
available from the competitor. See Brookfield Commc'n.
Inc. v. West Coast Entm't Corp., 174 F.3d 1036, 1064 (9th
Cir.1999).

[11] The Third Circuit has held that initial interest
confusion supports a violation of the Lanham Act.
Checkpoint, 269 F.3d at 292. Initial interest confusion
“occurs when a consumer is lured to a product by its
similarity to a known mark, even though the consumer
realizes the true identity and origin of the product before
consummating a purchase.” Id. at 294 (citing Eli Lilly &
Co. v. Natural Answers, Inc., 233 F.3d 456 (7th Cir.2000)).
Without protection against initial interest confusion, an
infringer receives a “free ride on the good will of the
established mark.” Id. at 295 (internal citations omitted).
Indeed, “[clonfining actionable confusion under the
Lanham Act to confusion present at the time of purchase
would undervalue the importance of a company's goodwill
with its customers.” Id.

Thus, courts have found that damage to a trademark
holder results even where a consumer eventually becomes
aware of the source's actual identity or where no actual
sale occurs. See Australian Gold, Inc. v. Hatfield, 436 F.3d
1228, 1239 (10th Cir.2006); BigStar Entm't Inc. v. Next Big
Star, Inc., 105 F.Supp.2d 185 (S.D.N.Y.2000).

This damage can manifest itself in
three ways: (1) the original diversion
of the prospective
interest to a source that he or she

customer's

erroneously believes is authorized;
(2) the potential consequent effect

of that diversion on the customer's
ultimate decision whether to
purchase caused by an erroneous
impression that the two sources of
a product may be associated; and
(3) the initial credibility that the
would—be buyer may accord to
the infringer's products—customer
consideration that otherwise may be
unwarranted and that may be built
on the strength of the protected
mark, reputation and goodwill.

Australian Gold, 436 F.3d at 1239.

[12] The probative value of initial interest confusion
and its significance varies from case to case. Checkpoint,
269 F.3d at 297. Relevant factors include (1) product
relatedness (i.e., whether the goods or services are similar;
whether the products at issue directly compete), (2)
the level of care exercised by consumers in making
purchasing decisions, (3) the sophistication of the
purchaser/consumer; and (4) the intent of the alleged
infringer in adopting the mark. Id at 296. “Initial
interest confusion in the internet context derives from the
unauthorized use of trademarks to divert internet traffic,
thereby capitalizing on a trademark holder's good will.”
Australian Gold, 436 F.3d at 1239; see also Brookfield, 174
F.3d at 1064. Thus, in this factual context, evidence of the
diversion of traffic away from JR's website to those of its
competitors is also a significant factor.

*291 Product Relatedness

This factor examines whether the goods and services are
similar and whether the products at issue directly compete.
GoTo again argues that it does not compete with JR,
and that when the goods or services of the parties are
dissimilar, there can be no initial interest confusion. The
correct inquiry here is not whether the present parties are
themselves competitors in the same business, but rather
a comparison of the similarity of the goods and services
being offered under the trademark being used by both.

GoTo and JR both used JR's marks—GoTo used JR's
marks to promote its search engine services to cigar
suppliers other than JR, and JR uses its marks to promote
its own cigars. As discussed above in connection with
the “Similarity of the Marks” and “Relationship of the
Goods” Lapp factors, GoTo's use of the marks suggests
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an affiliation or connection between JR and GoTo based
on GoTo's alleged infringing use of the marks.

Level of Care Exercised by Consumers in Making
Purchasing Decisions and Sophistication of the Consumer
[13] “When consumers do not exercise a high level of
care in making their decisions, it is more likely that their
initial confusion will result in a benefit to the alleged
infringer from the use of the goodwill of the other firm.”
Checkpoint, 269 F.3d at 296-97. Cost of the product,
the sophistication of the consumer, and the length of
the purchasing process are relevant here. Unsophisticated
buyers are more likely to be confused as to source or
affiliation when confronted with similar trademarks, and
there is an inverse relationship between the cost of a
product and the amount of care the reasonably prudent
buyer will use in acquiring it. See id. at 284-85.

JR argues that “[t]he relatively modest price levels of [JR's]
products—even for the more costly premium hand rolled
cigars—suggest that ... consumers are unlikely to exercise
undue care in purchasing many cigars. The moderate
price levels further suggest that consumers may not be
attentive to being redirected to the websites operated
by JR's competitors from an internet search result that
superficially appears to be directing the consumer to JR's
website.” (Pl. Br. at 14). GoTo does not respond to JR's
arguments.

Without evidence in the record as to the price of JR's
products, the sophistication of cigar buyers generally
and JR's customers specifically, and the length of the
purchasing process, all of which bear on whether an
Internet user interested in cigars could be lured away
from JR Cigar, the Court cannot address this issue. Upon
hearing such evidence, the trier of the facts may find that
consumers are unlikely to exercise care in their purchasing
decisions and may not be attentive about being redirected
away from JR's website, but JR's unsupported allegations
on this issue are insufficient to meet its burden of proof on
summary judgment.

Intent of Alleged Infringer in Adopting the Mark

The proper inquiry here is whether GoTo intentionally
adopted JR's marks to create confusion among consumers
making purchasing decisions. Checkpoint, 269 F.3d at 296.
GoTo claims that it made fair use of JR's marks. JR claims
that GoTo purposefully lured consumers away from its

website to those of its competitors for financial gain. The
factual issue of GoTo's intent is in dispute.

Evidence of Diversion Supporting the Likelihood of
Confusion

JR points to evidence that Internet users who input JR
Search Terms on GoTo's search engine were directed to
a list including websites other than JR's website, the first
eleven of which were paid *292 listings. (Rothman Decl.
Ex. B.) Between April 1999 and June 2001, while GoTo
was selling the JR advertising rights to the highest bidders,
JR Cigar maintains that approximately 20,000 of the
70,407 searches reflected in Rothman Conf. Ex. D were
made on the GoTo search system, meaning Internet users
were thwarted in their efforts to find JR's website on some
20,000 occasions. (Rothman Decl. § 10 and Conf. Ex. D.)
According to JR, such searches resulted in the Internet
users who conducted these searches being shown 170,847
impressions or listings of sites other than the JR website
and caused approximately 1,000 of those consumers to
“click through™ to the sites of JR's competitors. (Rothman
Decl. 49 11, 12 and Conf. Exs. D and E.) Indeed, during
a two-month period between May and June 2000, GoTo
averaged a 23.98% “diversion rate” in click-throughs
to JR Cigar competitors. (Rothman Decl. Conf. Ex.
F.) These statistics, JR contends, evidence a significant
diversion of Internet traffic away from JR's website
to those of its competitors, which, in turn, represents
confusion created by GoTo's sale of advertising rights to
JR's name.

GoTo responds that complaints of diversion of traffic
from JR's website to those of its competitors, absent
proof that any customers were actually confused, is
insufficient to prove confusion. GoTo again contends that
there has been no diversion of customers from plaintiff
to defendant in that no one has bought a single cigar
from GoTo. The Court finds that response unconvincing,
because there is evidence that JR has suffered from the
diversion occasioned by GoTo's bidding process and
its use of JR's marks. See Securacomm Consulting, Inc.
v. Securacom Inc., 984 F.Supp. 286, 298 (D.N.J.1997)
(“Infringement can be based upon confusion that creates
initial customer interest, even though no actual sale is
finally completed as a result of the confusion.”), rev'd on
other grounds, 166 F.3d 182, 186 (3d Cir.1999) (“In this
appeal, [appellant] does not challenge the district court's
finding of infringement or order of injunctive relief.”).
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The statistical evidence of diversion of customers that
JR has presented is arguably indicative of a likelihood
of confusion. See Taj Mahal Enter. v. Trump, 745
F.Supp. 240, 249 (D.N.J.1990) (noting that the key to
actual confusion is whether there has been a diversion
of customers); Trade Media Holdings Ltd. v. Huang &
Assoc., 123 F.Supp.2d 233, 241 (D.N.J.2000) (evidence
of diversion establishes likelihood of confusion). JR has
come forward with evidence of diversion in support of
actual confusion. GoTo does not contradict it. This state
of the record favors JR, but the trier of fact must decide to
credit this evidence of diversion of traffic away from JR's
website to those of its competitors, in deciding whether
there is a likelihood of confusion.

To summarize, the Court has concluded, as a matter of
law, that GoTo made trademark use of JR's marks. As
to the likelihood of confusion element, however, there are
material issues in dispute; namely, the third, fourth and
sixth Lapp factors dealing with evidence of confusion and
the impact, if any, of initial interest confusion, and the
fifth Lapp factor dealing with GoTo's intent in adopting
the mark. These factors are highly relevant to the analysis
of this action and preclude summary judgment for either

party.

As summary judgment is inappropriate on JR's claims
for trademark infringement and unfair competition, the
Court need not consider GoTo's affirmative “fair use”
defense, except to note that use of JR's marks by GoTo is
probably fair in terms of its search engine business; that
is, where GoTo permits bids on JR marks for purposes
of comparative advertising, resale of JR's products, or the
provision of information *293 about JR or its products.
However, fairness would dissipate, and protection under
a fair use defense would be lost, if GoTo wrongfully
participated in someone else's infringing use. Thus, the
factual issue of whether GoTo's conduct supports a fair
use defense is for the trier of fact.

V. Federal and State Anti—Dilution Claims
4] [15]
capacity of a famous mark to identify and distinguish
goods or services, regardless of the presence or absence of
(1) competition between the owner of the famous mark
and other parties, or (2) likelihood of confusion, mistake
or deception.” 15 U.S.C. § 1125(c). To establish a prima
facie case for relief under the federal anti-dilution act,
a plaintiff must plead and prove (1) the plaintiff is the

Dilution is defined as “the lessening of the

owner of a mark that qualifies as a “famous” mark in

light of the totality of eight factors listed in § 1125(c)(1) 1 ;
(2) the defendant is making commercial use in interstate
commerce of a mark or trade name; (3) defendant's use
began after the plaintiff's mark became famous; and (4)
defendant's use causes dilution by lessening the capacity
of the plaintiff's mark to identify and distinguish goods
or services. Times Mirror Magazines, Inc. v. Las Vegas
Sports News, 212 F.3d 157, 163 (3d Cir.2000). The
underlying purpose of the dilution doctrine is that a
gradual attenuation of the value of a famous trademark
occasioned by another's unauthorized use constitutes an
invasion of the holder's rights. Id. Factors to be considered
in determining whether there has been dilution include:
“actual confusion and likelihood of confusion, shared
customers and geographic isolation, the adjectival quality
of the junior use, and the interrelated factors of duration
of the junior use, harm to the junior user, and delay by the
senior user in bringing the action.” Id. at 168.

[16] Whether a mark is considered famous is akin to
a determination on the strength of a mark. See Revion
Consumer Prods. Corp. v. Jennifer Leather Broadway, Inc.,
858 F.Supp. 1268, 1277 (S.D.N.Y.1994), aff'd, 57 F.3d
1062 (2d Cir.1995). The degree of distinctiveness of a
mark informs whether the mark is famous. See 15 U.S.C.
§ 1125(c)(1)(A); see also Times Mirror, 212 F.3d at 165
(“The degree of acquired or inherent distinctiveness of
a mark bears directly upon the issue of whether that
mark is famous.”). Distinctiveness turns on the following
considerations: (1) the length of exclusivity of use of
the mark; (2) the size or prominence of the plaintiff's
enterprise; (3) existence of substantial advertising by the
plaintiff; (4) established place in the market and (5) proof
of intentional copying. Times Mirror, 212 F.3d at 165.

[17] The fame of the JR marks may be tested within the
cigar market. “[A] mark *294 not famous to the general
public is nevertheless entitled to protection from dilution
where both the plaintiff and defendant are operating in
the same or related markets, so long as the plaintiff's mark
possesses a high degree of fame in its niche market.” Id. at
164. As explained by the Third Circuit,

A mark that is highly distinctive
only to a select group of purchasers
may be protected from diluting uses
directed at that particular class or
group. For example, a mark may be
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highly distinctive among purchasers
of a specific type of product. In such
circumstance, protections against a
dilution of the mark's distinctiveness
is ordinarily appropriate
against users specifically directed at
that particular class of purchasers.

only

Id. (quoting Restatement (Third) of Unfair Competition §
25 cmt. e (1995 Main Vol.)).

JR Cigar argues that by using its marks as search terms,
GoTo forces customers looking for the JR website to wade
through numerous other websites and that using its marks
as search terms dilutes them within the meaning of anti-
dilution laws. GoTo defends against the Federal Anti—
Dilution Act and its New Jersey counterpart by arguing
that it does not use the JR marks in commerce. The Court
rejects that argument for the reasons already stated.

[18] GoTo's second defense against the dilution claims
is that JR marks are not entitled to protection under
the anti-dilution statutes because the JR marks are not
famous. GoTo argues that there is no evidence that JR
marks are strong because the mere expenditure of money
on promotional efforts does not establish fame, JR Cigar
has only nine retail locations, its billboard advertising is
limited to one state, it has been selling on the Internet for
only two years, and it has failed to produce a fame survey.

As discussed above, the record shows that JR is a
preeminent cigar marketer. The company is over thirty
years old and has spent millions of dollars on promotion.
(Rothman Decl. Y 15-17, Colleton Decl. § 9.) The JR
marks have been in use for up to thirty years. JR CIGARS,
in particular, has been in use since 1970. (Colleton Decl. 9
3-4.) Two marks for JR, as well as JR-ULTIMATE and
JR ALTERNATIVE, are incontestable and are therefore
presumed to have acquired secondary meaning. (Colleton
Decl. at 9 3-4.) JR Cigar has nine retail locations and
has been selling on the Internet, at the time of briefing,
for two years. JR has earned more than a billion dollars
in revenues under the JR marks and JR Cigar tradename
in the five-year span preceding briefing. (Colleton Decl.
Conf. Ex. § 16.) In addition, the JR marks have received
extensive unsolicited third-party recognition in the form
of news articles and awards, samples of which are in the
record. (Colleton Decl., Exs. 14, 15.) Also, JR marks are
prominent among search terms used by Internet browsers
when looking for cigars. (McCarthy Decl. § 12.)

The Court is satisfied that JR's marks are famous for
purposes of the dilution statutes.

[19] Dilution claims under New Jersey law are subject
to the same considerations as federal dilution claims.
See Novartis Consumer Health, Inc. v. McNeil-PPC, Inc.,
1999 WL 707721, 53 U.S.P.Q.2d 1406, 1409 (D.N.J.1999).
Accordingly, fame of the marks is established as to the
state law cause of action as well.

120]
Confusion, actual or likely, is one factor bearing on
the dilution analysis, and especially important in the
context of GoTo's unique use of the marks. As discussed
above, there are disputed *295 issues of fact concerning
likelihood of confusion that preclude summary judgment.

Whether there has been dilution is another matter.

VI. Non-Lanham Act Claims: Deceptive Telemarketing
and Consumer Fraud

JR Cigar asserts two non-intellectual property claims:
deceptive telemarketing under the federal Telemarketing
and Consumer Fraud and Abuse Prevention Act
(“Telemarketing Act”), 15 U.S.C. § 6102(b),
consumer fraud under the New Jersey Consumer Fraud
Act (“NJCFA”),N.J.S.A.§56:8 et seq. GoTo cross-moves
for summary judgment on these claims, arguing that (1)
it is immune from liability under the Communications
Decency Act, 47 U.S.C. § 230; (2) JR Cigar does not have
standing to bring telemarketing claims or the consumer
fraud claim; and (3) its behavior cannot be reasonably
characterized as meeting the requisite threshold for a

and

consumer fraud violation—“unconscionable” behavior.

JR Cigar counters that the Communications Decency
Act immunity may not cover GoTo since it may not
qualify as an “interactive computer service.” Pl. Rply.
Mem. in Opp. at 27. JR Cigar further argues that relief
under the Telemarketing Act and NJCFA is not limited
to consumers. Finally, it argues that GoTo's conduct is
unconscionable under the NJCFA inasmuch as GoTo
solicited bids on and sold the right to advertise under JR's
marks to JR competitors despite knowledge of the filing
of JR's Complaint.

Immunity
[21]
Act is to promote self-regulation of Internet service

The purpose of the Communications Decency
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providers. Basically, the Act shields service providers
from liability for the content of websites of third parties
that are accessed through the Internet. The Act affords
immunity to “interactive computer services,” defined as
“any information service, system, or access software
provider that provides or enables computer access by
multiple users to a computer server, including specifically
a service or system that provide access to the Internet
and such systems offered by libraries or educational
institutions.” 47 U.S.C. § 230(c)(1).

[22] The Court is not persuaded that GoTo qualifies
for immunity under the Act. GoTo contends that it
is an “interactive computer service” because it is an
“information service ... that provides or enables computer
access by multiple users to a computer server. [and]
provides access to the Internet....” However, as far as
this Court can tell, GoTo does not provide access to
the Internet like service providers such as AOL. The
only authority cited in support of GoTo qualifying
for this designation is an unpublished Superior Court
of California case where it was undisputed that eBay
qualified as an “interactive computer service.” Stoner
v. eBay, Inc., No. 305666, 2000 WL 1705637, at *1
(Cal.Super. Nov. 1, 2000). The Court does not find that
argument persuasive.

Moreover, immunity under the Act applies to any cause
of action that would make service providers liable for
information originating with a third-party user of the
service. Immunity does not seem to fit here because the
alleged fraud is the use of the trademark name in the
bidding process, and not solely the information from third
parties that appears on the search results page. It is not
the purpose of the Act to shield entities from claims of
fraud and abuse arising from their own pay-for-priority
advertising business, rather than from the actions of third
parties.

Standing

[23] GoTo also argues that JR Cigar does not have
standing to bring the state law consumer fraud claim and

the federal deceptive telemarketing claim. Consumers and

commercial competitors have *296 standing to bring

claims under the NJCFA. Conte Bros. Automotive, Inc.

v. Quaker State—Slick 50, Inc., 992 F.Supp. 709, 716

(D.N.J.1998); General Development Corp. v. Binstein, 743

F.Supp. 1115, 1130 (D.N.J.1990). JR fails to explain

how it should be considered a commercial competitor

of GoTo. Instead, JR offers the following conclusory
statement in support of standing: “Overture's assertion
that only consumers may bring claims under the federal
Fraud Act and the New Jersey [Consumer] Fraud Act is
simply wrong. Under the New Jersey [Consumer] Fraud
Act, a commercial competitor has standing to bring a
claim.... Thus, JR has standing to assert claims under [the
statute].” (Pl. Rply Mem. in Opp. at 29.)

[24]
of GoTo's services. As a cigar retailer, JR cannot be
considered a commercial competitor of GoTo's search

JR Cigar is neither a consumer of cigars nor

engine. While JR may have had standing to sue the
non-search engine defendants (all of whom have already
settled with JR), JR has not provided the Court with any
arguments that would support standing under the NJCFA
against GoTo. Accordingly, summary judgment will be
granted to GoTo on JR Cigar's claim under the NJCFA.

As to the Telemarketing Act, the Act states that those
persons who are “adversely affected” are authorized to
bring a civil action against a deceptive telemarketer. 15
U.S.C. § 6104(a). First, GoTo argues that it is the public,
not JR Cigar itself, that has been allegedly deceived by
GoTo's actions and that JR Cigar therefore lacks standing
to bring a claim. This argument is without merit. JR Cigar
is most certainly aggrieved by practices (if proven) that
take unfair advantage of its marks and divert customers
away from its website.

[25] GoTo's second argument is that extending the
Act beyond actual telemarketing would create Internet
liability that Congress never contemplated, by applying
the Act to an Internet search engine simply because
it connects to the Internet via telephone lines. JR
Cigar counters that the plain wording of the statute
contemplates plans to induce purchases of goods and
services by use of one or more telephones, but cites
no authorities that recognize the Act's applicability to
Internet search engines.

The Court agrees with GoTo, and concludes that the facts

of this case do not support a cause of action under the
Telemarketing Act.

CONCLUSION
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There are factual issues which preclude summary
judgment in favor of either party, as discussed above,
particularly with respect to likelihood of confusion.
Moreover, summary judgment in favor of JR Cigar is
unwarranted because JR Cigar has failed to advance the
legal theory which the Court feels best embraces the facts
of this case, contributory or indirect infringement. The
Court believes that any further proceedings in this case
should be conducted under that theory, given that GoTo
is the only remaining defendant.

In sum, disputed issues of fact preclude granting summary
judgment as to liability in favor of JR Cigar on Counts
I (trademark infringement, 15 U.S.C. § 1114), II (unfair
competition, 15 U.S.C. § 1125(a)), III (dilution, 15 U.S.C.
§ 1125(c)), V (common law trademark infringement),
VI (New Jersey trademark infringement and dilution,
N.J.S.A. 56:3-13.16 and N.J.S.A. 56:3-13.20), and VIII
(New Jersey statutory unfair competition, N.J.S.A. 56:4—
1 et seq.). Summary judgment in favor of GoTo is
appropriate as to the New Jersey Consumer Fraud Act
and the Telemarketing and Consumer Fraud and Abuse
Prevention Act, but not otherwise.

Footnotes

*297 Accordingly, IT IS on this 13th day of July 2006,

ORDERED that the Motion of Plaintiff 800-JR Cigar,
Inc. for summary judgment as to liability against
Defendant GoTo.com, Inc. on Counts I (trademark
infringement, 15 U.S.C. § 1114), II (unfair competition,
15 U.S.C. § 1125(a)), III (dilution, 15 U.S.C. § 1125(c)),
V (common law trademark infringement), VI (New Jersey
trademark infringement and dilution, N.J.S.A. 56:3-13.16
and N.J.S.A. 56:3-13.20), and VIII (New Jersey statutory
unfair competition, N.J.S.A. 56:4-1 et seq.) is denied; and
it is further

ORDERED that the Cross—Motion of Defendant
GoTo.com, Inc. for summary judgment in its favor on
all counts asserted against it is granted as to the New
Jersey Consumer Fraud Act and the Telemarketing and
Consumer Fraud and Abuse Prevention Act claims, but is
otherwise denied.

All Citations

437 F.Supp.2d 273, 81 U.S.P.Q.2d 1939
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GoTo argues that the non-intellectual property claims asserted against it—deceptive telemarketing and consumer fraud
—fail as a matter law. JR Cigar does not move for summary judgment on these claims.

At briefing, JR Cigar also had five pending applications on other marks involving the above-mentioned formatives. The
Court is unaware of the outcome of those applications.

The non-search engine defendants have reached settlements with JR.

JR Cigar acknowledges that the issue of damages must await determination by the trier of fact.

The term “vicarious infringement” used in the GEICO case was meant to refer to secondary liability in the trademark
context, not with vicarious liability in the copyright and patent contexts. In copyright law, “[a] defendant is vicariously liable
for copyright infringement if it has the right and ability to supervise the infringing activity and also has a direct financial
interest in such activities.” AT & T, 42 F.3d at 1441, see also Metro—Goldwyn—Mayer Studios, Inc. v. Grokster, Ltd., 545
U.S. 913, 125 S.Ct. 2764, 2776, 162 L.Ed.2d 781 (2005). However, the Supreme Court has construed secondary liability
in the trademark context more narrowly than in the copyright or patent contexts, and the Third Circuit has declined to
apply vicarious liability in the trademark context. See AT & T, 42 F.3d at 1441.

To determine relevancy after an advertiser selects its own search terms and determines its bids for each search term, a
“search listing request” is assigned to an editor. Editors typically compare each search term to the advertiser's Web site
and accept or reject the search term under the relevancy guidelines noted above.

GoTo does, arguably, permit its clients to “purchase” specified keywords.

GoTo contends that its Search Term Suggestion Tool is an entirely automated utility that takes a term entered by the user
and applies various algorithms to generate a list showing how many times that term was searched during the preceding
month. Perhaps, but it is nonetheless clear to the Court that the Search Term Suggestion Tool permits GoTo to channel
advertisers directly to JR's trademarks by demonstrating quantitatively the potential for successful advertising, thereby
implicitly recommending those terms to advertisers.

The letters “JR” were selected by the owner of 800—JR-Cigar in honor of his father, Jack Rothman. Rothman Dec. 1 5.
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10 Although not raised by the parties, GoTo's development of the Search Term Suggestion Tool and its promotion of the
Tool to advertisers wishing to identify effective search terms upon which to bid raises additional questions concerning
GoTo's intent in adopting JR's marks. Those questions are suitable for resolution only by the trier of facts.

11 Section 43(c) of the Lanham Act sets forth eight non-exclusive factors for determining fame:

(A) the degree of inherent or acquired distinctiveness of the mark;
(B) the duration and extent of use of the mark in connection with the goods or services with which the mark is used,;
(C) the duration and extent of advertising and publicity of the mark;
(D) the geographical extent of the trading area in which the mark is used;
(E) the channels of trade for the goods or services with which the mark is used,
(F) the degree of recognition of the mark in the trading areas and channels of trade of the mark's owner and the
person against who the injunction is sought;
(G) the nature and extent of use of the same or similar marks by third parties; and
(H) whether the mark was registered under the Act of March 3, 1881, or the Act of February 20, 1905, or on the
principal register.
15 U.S.C. § 1125(c)(1)(A)-(H).

End of Document © 2017 Thomson Reuters. No claim to original U.S. Government Works.



PPPPPP

EXHIBIT 8



PUBLIC

Edible Arrangments, LLC v. Provide Commerce, Inc., Slip Copy (2016)

2016 WL 4074121

2016 WL 4074121
Only the Westlaw citation is currently available.
United States District Court,
D. Connecticut.

Edible Arrangments, LLC and Edible
Arrangments International, LLC, Plaintiff,
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Chanille Carswell, Marc Lorelli, Mark A. Cantor, Mark
A. Jotanovic, Brooks Kushman, P.C., Southfield, MI,
Kevin P. Walsh, Scott Roland Ouellette, The Law Offices
of Williams, Walsh & O'Connor, LLC, North Haven, CT,
Daniel P. Scholfield, Hugh F. Keefe, Lynch, Traub, Keefe
& Errante, New Haven, CT, for Plaintiff.

Elizabeth E. Brenckman, R. David Hosp, Fish &
Richardson, New York, NY, Erin M. Hickey, Lisa M.
Martens, Fish & Richardson P.C., San Diego, CA, Gene
S. Winter, Jonathan Adam Winter, St. Onge, Steward,
Johnston & Reens, Stamford, CT, for Defendant.

MEMORANDUM OF DECISION GRANTING IN
PART AND DENYING IN PART DEFENDANT'S
MOTION FOR SUMMARY JUDGMENT [Dkt. #116]

Hon. Vanessa L. Bryant, United States District Judge

I. Introduction
*] The Plaintiffs, Edible Arrangements, LLC, and
Edible Arrangements International, LLC, (“EA”) bring
this action against Defendant Provide Commerce, Inc.
(“Provide™), alleging trademark infringement in violation
of 15 U.S.C. § 1114(1)(A) (Count I); false designation
of origin or sponsorship and unfair competition in
violation of 15 U.S.C. § 1125(A) (Count II); trademark
dilution in violation of 15 U.S.C. § 1125(C) (Count
IIT); common law trademark infringement (Count IV);
unfair competition and deceptive trade practices in
violation of the Connecticut Unfair Trade Practices Act,
Conn. Gen.Stat. 42-110b(a) et seq. (“CUTPA”) (Count

V); and violations of the Anticybersquatting Consumer
Protection Act, 15 U.S.C. § 1125(D) (“ACPA”) (Count
VI). Currently pending before the Court is the Defendant's
Motion for Summary Judgment. For the reasons that
follow, the Defendant's Motion for Summary Judgment
is GRANTED IN PART with respect to EA's ACPA
(Count VI) claim AND DENIED IN PART with respect
to all other claims (Counts I - V).

II. Factual Background

a. The Parties

Plaintiff EA is a leading seller in the United States
and internationally in artfully designed fresh fruits that
are sculpted in the shapes of flowers and arranged to
resemble floral arrangements. EA also sells “gourmet,
chocolate Dipped Fruit™, fruit salads, and fruit-based
beverages.” [Def.'s Mem. at 3].

Defendant Provide is a direct competitor of the Plaintiff
which sells a variety of gift products including flowers,
chocolates, fresh fruit, gift baskets, and personalized
gifts under brands such as “ProFlowers,” “ProPlants,”
“RedEnvelope,” “Personal Creations,” “Shari's Berries,”
and “Cherry Moon Farms.” [Dkt. 118, Def.'s Rule
56(a)(1) Statement (“SOMEF”) q 1]. Particularly relevant
to this case is Provide's brand Shari's Berries,
which offers a variety of items through its online
store at <www.berries.com>, including “hand-dipped
strawberries, cherries, and apples; hand-decorated cake
pops; handmade s'mores; and pretzels hand-dipped in
caramel and coated with decadent toppings.” [Id.  2].

Provide does not sell shaped fruit or fruit that is packaged
to resemble floral arrangements. [Dkt. 119, Ex. 2; Pl's
R. 56(a)(2) Statement § 9]. Provide does sell coated fruit
products that compete directly with some of EA's “Dipped
Fruit™” products. [Dkt. 136, Ex. N.]. EA argues that its
coated fruit products are superior because EA uses real
chocolate in its fruit coatings, while Provide uses imitation
chocolate. [Dkt. 136, Ex. O, Ex. P]. Nonetheless, neither
party appears to dispute that Provide and EA are direct
competitors in the market for chocolate and fruit-based
gift packages. [Dkt. 119, Ex. 2; PL.'s Mem. at 5].
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b. EA's Mark and Its Use

EA has advertised, marketed and sold its fresh fruit
products (“the EA Goods”) under the trademark
“EDIBLE ARRANGEMENTS” (“the EA Mark”) since
1998. [Dkt. 136, Ex. A 42.]. EA has been granted “multiple
U.S. registrations for the EA Mark,” including at least two
registrations on the U.S. Patent and Trademark Office's
(“USPTO”) principal register, since as early as 2005, at
U.S. Reg. Nos. 3844160 and 2934715. [Dkt. 136, Ex. B].
EA's mark has also been in continuous use for seventeen
years. [PL's R. 56(a)(2) Statement § 3]. EA admits that
there have been “numerous attempts” to plagiarize the
mark, which have resulted in “aggressive polic[ing]” by
EA in the form of cease and desist letters sent to more than
a dozen companies using the mark and at least one lawsuit.
[Id. 99 12-13].

c¢. Keyword Advertising

*2 “Keyword advertising” is a common method of
advertising used by companies to market their products
through programs offered by Internet search engines
such as Google, Bing, and Yahoo. [Def''s R. 56(a)
(1) Statement (“SOMF”) q 16]. The premise behind
keyword advertising is that companies wish to have their
advertisements appear when consumers use search engines
to search for particular terms. [Id. § 17]. To ensure
that their advertisements appear when consumers search
for particular terms, companies pay fees to the search
engines by “bidding” on those terms. [Id. § 19]. Consumers
searching via Google, Bing, and Yahoo have no way
of knowing which particular terms advertisers have bid
on; thus, keyword bidding is often referred to as “non-
consumer-facing.” [Id. § 20].

An example offered by the defendant would be the
following scenario: when a consumer enters “Pizza Hut
pizza” into a search engine, competitors such as Papa
John's, Domino's, and Little Caesars wish to have their
advertisements appear on the results page so that the
consumers may have easy access to their websites and
purchase their pizza. Such companies would thus need
to bid on keyword terms such as “pizza,” “Pizza Hut,”
“Domino's,” “Papa John's,” and “Little Caesars.” Figure
1, below, depicts this scenario.

Figure L
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Provide notes that it bids on thousands of terms, including
some terms that describe its products, such as “fruit,”
“dipped berries,” “edible fruit,” “flowers for moms,”
“Valentine's birthday cake,” “fruit bouquets,” and “edible
arrangements.” [Id. 9 23]. Provide also bids on EA's mark
as a keyword, so that consumers searching for “edible
arrangements” would see an ad for a Provide gift-seller.
[Id. 9 22]. In addition, EA notes, that Provide bids on
keywords related to EA that clearly are not descriptive
of any Provide product, including “edible arrangements
“edible arrangements coupons,” “edible
arrangements promotional code,” “edible arrangements
bouquet,” “edible arrangements flowers,” “cheap edible
arrangements,” “edible arrangement discount,” and
“incredible edible arrangements.” [See Dkt. 136, Ex. X,
Ex. Y, Ex. Z].

locations,”

”

2 <

d. Provide's Consumer-Facing Advertisements

Because of Provide's purchase of the EA Mark as a
keyword, when a consumer would search for “edible
arrangements,” Provide's ad would populate in the search
results as an “Ad related to edible arrangements™ and that
exact text appears at the top of Provide's advertisement.
[Dkt. 119, Ex. 25]. Beneath the text that reads “ad related
to edible arrangements,” the consumer would then see
the text of Provide's actual advertising slogan(s). Prior to
2010, Provide used the phrase “edible arrangements” to
describe its products in its advertising slogans. Sometime
after receiving a cease and desist letter from EA in
February, 2010, Provide began using variations of the
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mark, including “Edible Fruit Arrangements” (e.g., “Save

More Than 50% On Edible Fruit Arrangements”). !
[SOMF q 24]. These advertisements are the subject of the
instant suit.

*3  Provide highlighted the term “Edible Fruit
Arrangements” in its advertisements in that the text
containing that phrase was larger, underlined and in a
different color than that the font used in the rest of the
advertisement. See Figure I, infra. Provide claims that
it only used this phrase “in close proximity to its own
brands, such as ProFlowers or Shari's Berries.” [Id. 4 27].
However, EA has provided an example of at least one
such advertisement in which “Provide's brand names —
ProFlowers, Shari's Berries and Cherry Moon Farms —
did not appear anywhere in the ad except for the [URL]
website address.” [Dkt. 119, Ex. 5]. Moreover, the web
address appears in smaller text beneath EA's mark and
does not necessarily identify the seller as a particular
brand. [Id.]. The Provide advertisement that is cited by
EA as an example appears below at Figure II. Provide
claims that it no longer uses the phrase “Edible Fruit
Arrangements” in its advertisements.

Figure I1

Ad related to "edible arrangements™ (O]

Edible Fruit Arrangements - Delicious Fruit Gifts 20% Off
www.proflowers.com/Fruit.Gifts ¥ 4 2 Y%  advertiser rating
Guaranteed On-Time Delivery!

“

e. Provide's “Competitor” Marketing
Campaign and EA's Evidence of Confusion

EA argues that in internal records, Provide identified
EA as one of its biggest competitors and engaged
in a marketing campaign described as the “Edible
Arrangements labeled
“competitor” (hereinafter “the Competitor Campaign”).
[Dkt. 136, Ex. AA, Ex. BB, Ex. CC at PC2828
(referencing “Edible Arrangement keyword set”), Ex. T,
Ex. U]. Provide's Manager of Search Engine Marketing,
Charles Twu, acknowledged that the purpose of the EA
Competitor Campaign was to generate revenue by driving
traffic to Provide's competing websites. [Ex. DD, Twu
Dep. Tr. 199:4-200:5].

Campaign” that 1is also

Keyword bidding on variations of the term “edible
arrangements” is one of Provide's most successful tools
for converting sales. [See Dkt. 136, Ex. BB, Ex. FF
at PC2767, Ex. GG at PC2305]. In one document
reviewing Provide's 2012 Mother's Day promotions, “
‘EDIBLE ARRANGEMENTS” is the top generator
of “impressions” for Shari's Berries. [Dkt. 136, Ex.
EE at PC_0002774]. An “impression” occurs when an
advertisement is displayed on a potential consumer's
search results page. [See Ex. DD, Twu Dep. Tr. 43:16-18].
EA argues that Provide's “Competitor Campaign” has
in turn generated numerous “conversions” for Provide.
[Dkt. 133, PL.'sR. 56(a)(2) Statement 9 20]. A “conversion”
occurs when a consumer clicks on an ad and places an
order. [Id.].

EA sent a letter to Provide on February 9, 2010,
objecting to Provide's use of the phrase “edible
arrangements” in “advertising several competing goods
and services.” [SOMF 9 29]. On March 25, 2010, Provide
tacitly admitted that it used the phrase in its response,
explaining the steps it had taken to ensure that the exact
phrase “edible arrangements” would no longer appear
in the text of its advertisements displayed through the
Google AdWords program. [Id. 4 35]. Four, years later,
on February 6, 2014, EA sent another letter to Provide,
again objecting to Provide's: (i) purchase of the phrase
“edible arrangements” as a non-consumer-facing keyword
through the Google AdWords and Bing Ads programs;
and (ii) use of the phrase “edible fruit arrangements” in the
text of its advertisements displayed through the Google
AdWords and Bing Ads programs. [Id. 4 39]. Two weeks
after EA's second letter, EA filed the instant action against
Provide.

*4 During discovery, EA produced call log records of
seven telephone calls from consumers to its customer
service department inquiring about the status of orders
which were not placed with EA. EA representatives
suspected (but were unable to confirm in every case) the
consumers were instead attempting to place or may have
actually placed an order with companies affiliated with
Provide. [SOMF 9 73-74]. The records of these seven calls
do not reflect whether the orders in question originated
with the consumer clicking on one of Provide's keyword
advertisements. [Id. § 74].
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. Provide's Alleged Cybersquatting

Inearly 2014 EA became aware of several “typosquatting”
domains — web addresses similar to EA's web address
and mark but using deliberate misspellings — including
edibelarrangements.com, ediblearangements.com, and
ediblearragements.com (hereinafter the “Typosquatting
Domains”™). [See Dkt. No. 32 at §24]. It is undisputed that
the registrants of the Typosquatting Domains are foreign
domain privacy services, including a Panamanian entity
known as Fundacion Private Whois (“Fundacion™) and
an Australian entity known as “Whois Privacy Services

Pty Ltd.” (“Whois Privacy”). 2 [See Dkt. No. 53-3; 53-4;
53-5]. It is also undisputed that Provide did not register
the domain names. [SOMF ¢ 46].

EA asserts, however, that agents of Provide control the
domain names. Specifically, EA contends that Provide
hired two digital marketing companies in late 2013 to
increase its web traffic —adMarketplace, Inc. and 7Search,
Inc. [See Dkt. 136, Ex. KK, (adMarketplace contract);
Ex. LL, pp. 21-28 (invoices) ]. The two companies
placed advertisements on the Typosquatting Domains
and redirected traffic landing at the domains to Provide's
own websites. During discovery, EA obtained records
showing that the Typosquatting Domains redirected to
berries.com over 1700 times and that the redirections
appeared to occur through adMarketplace and 7search.
[See Dkt. 136, Ex. II; Ex. EE]. Provide admits that it
“suspects” the two companies “may have been involved
in the redirection of the domain names.” [SOMF q 56].
Provide sent letters to both companies instructing them to
discontinue the redirection of traffic to Provide's websites.
[Id. 9 57]. EA claims that the redirection of traffic from the
Typosquatting Domains ceased immediately thereafter.

II1. Legal Standard
Summary judgment should be granted “if the movant

shows that there is no genuine dispute as to any material
fact and the movant is entitled to judgment as a matter
of law.” Fed. R. Civ. P. 56(a). The moving party bears
the burden of proving that no factual issues exist. Vivenzio
v. City of Syracuse, 611 F.3d 98, 106 (2d Cir. 2010). “In
determining whether that burden has been met, the court
is required to resolve all ambiguities and credit all factual
inferences that could be drawn in favor of the party against
whom summary judgment is sought.” Id. (citing Anderson

v. Liberty Lobby, Inc., 477 U.S. 242, 255, 106 S. Ct. 2505,
91 L.Ed.2d 202 (1986); Matsushita Electric Indus. Co. v.
Zenith Radio Corp., 475 U.S. 574, 587, 106 S. Ct. 1348, 89
L.Ed.2d 538 (1986)). “If there is any evidence in the record
that could reasonably support a jury's verdict for the
nonmoving party, summary judgment must be denied.”
Am. Home Assurance Co. v. Hapag Lloyd Container Linie,
GmbH, 446 F.3d 313, 315-16 (2d Cir. 2006) (internal
quotation marks and citation omitted).

*5 “A party opposing summary judgment cannot defeat

the motion by relying on the allegations in his pleading,
or on conclusory statements, or on mere assertions that
affidavits supporting the motion are not credible. At the
summary judgment stage of the proceeding, Plaintiffs
are required to present admissible evidence in support
of their allegations; allegations alone, without evidence
to back them up, are not sufficient.” Welch—Rubin v.
Sandals Corp., No.3:03cv481, 2004 WL 2472280, at *1
(D. Conn. Oct. 20, 2004) (internal quotation marks and
citations omitted); Martinez v. State of Connecticut, No.
3:09cv1341 (VLB), 2011 WL 4396704 at *6 (D. Conn.
Sept. 21, 2011). Where there is no evidence upon which
a jury could properly proceed to find a verdict for the
party producing it and upon whom the onus of proof
is imposed, such as where the evidence offered consists
of conclusory assertions without further support in the
record, summary judgment may lie. Fincher v. Depository
Trust and Clearance Co., 604 F.3d 712 (2d Cir. 2010).

IV. Discussion

a. EA's Claim for Trademark Infringement

To succeed on its trademark infringement claim, EA must
prove that: (i) “its mark is entitled to protection,” and (ii)
“even more important, that the defendant's use of its own
mark will likely cause confusion with the plaintiff's mark.”
Gruner + Jahr USA Pub. v. Meredith Corp., 991 F.2d
1072, 1074 (2d Cir. 1993). This same test also applies to
EA's claims for: (i) federal trademark infringement under
15 U.S.C. § 1114; (ii) federal false designation of origin
and unfair competition under 15 U.S.C. § 1125(a); (iii)
common law trademark infringement; and (iv) state unfair
competition and deceptive trade practices under Conn.
Gen. Stat. 42-110b(a). See Virgin Enters. Ltd. v. Nawab,
335 F.3d 141, 146 (2d Cir. 2003) (applying the two-prong
test to claims under 15 U.S.C. §§ 1114, 1125(a)); Verilux,
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Inc. v. Hahn, No. 05-Civ-254, 2007 WL 2318819, at *10
(D. Conn. Aug. 10, 2007) (test for common law trademark
infringement and unfair competition under Connecticut
law is identical to that under the Lanham Act).

Provide does not dispute that EA's trademark is valid and
protectable; rather, the parties have presented three issues
for resolution. Those issues are (i) whether Provide's use
of “EDIBLE FRUIT ARRANGEMENTS” in consumer-
facing ads creates a likelihood of confusion, (b) whether
EA can assert a trademark infringement claim based
solely on Provide's purchase of the EA Mark as a non
consumer-facing keyword and whether such purchases
create a likelihood of confusion, and (c) whether Provide's
advertisements constitute fair use of the mark. [See Def.'s
Mem. at 15-16]. The Court considers each issue in turn.

i. Whether Provide's Use of “EDIBLE FRUIT
ARRANGMENTS” is Likely to Cause Confusion

“[Thhe crucial issue in an action for trademark
infringement or unfair competition is whether there is
any likelihood that an appreciable number of ordinarily
prudent purchasers are likely to be misled, or indeed
simply confused, as to the source of the goods in
question.” Mushroom Makers, Inc. v. R. G. Barry Corp.,
580 F.2d 44, 47 (2d Cir. 1978). Federal courts determine
whether a mark is likely to cause confusion based on
an assessment of the Polaroid factors. These factors
include: (i) the strength of the plaintiff's mark; (ii) the
degree of similarity between the competing marks; (iii)
the proximity of the products, and the likelihood that the
prior owner will “bridge the gap”; (iv) actual confusion;
(v) the defendant's good faith; (vi) the quality of the
defendant's products; and (vii) the sophistication of the
consumers. The Sports Auth., Inc. v. Prime Hosp. Corp.,
89 F.3d 955, 960 (2d Cir. 1996) (citing Polaroid Corp. v.
Polarad Elecs. Corp., 287 F.2d 492, 495 (2d Cir. 1961)).

*6 Summary judgment of non-infringement in a
trademark case is proper when the balance of factors
weighs in the defendant's favor such that no reasonable
jury could find a likelihood of confusion; however, a court
need not find that all factors weigh in the defendant's
favor. See, e.g., Streetwise Maps, Inc. v. VanDam, Inc.,
21 159 F.3d 739, 746 (2d Cir. 1998) (balance of factors
weighed in the defendant's favor even though the mark

was entitled to some protection and the parties' products
were in direct competition).

1. The Strength of EA's Mark

The strength of a mark refers to “its tendency to identify
the goods [or services] sold under the mark as emanating
from a particular, although possibly anonymous, source.”
The Sports Authority, 89 F.3d at 961 (quoting McGregor—
Doniger Inc. v. Drizzle Inc., 599 F.2d 1126, 1131 (2d Cir.
1979)). There are two components of a marks' strength:
its inherent distinctiveness and the distinctiveness it has
acquired in the marketplace.” Brennan's, Inc. v. Brennan's
Rest., 360 F.3d 125, 130-31 (2d Cir. 2004) (citations
omitted).

An incontestable, registered trademark
presumption of inherent distinctiveness. Savin Corp. v.
Savin Grp., 391 F.3d 439, 457 (2d Cir. 2004). The parties
dispute the extent to which EA has been able to register
the marks. Provide notes that “when EA first applied to
federally register “edible arrangements” as a trademark
in 1999, the USPTO refused registration on the basis of
descriptiveness” which led EA to amend its application
to seek registry on the secondary supplemental federal
trademark register “thereby conceding that the phrase
‘edible arrangements' is descriptive.” [SOMF ¢ §; Dkt
119-4, Ex. B]. EA, however, has submitted at least one
registration of the phrase “edible arrangements” which
has been accepted on the principal register, has been in
continuous use with no adverse decisions against the mark
for more than five years and which bears no disclaimer.
[See Dkt. 134, Ex. C (U.S. Reg. No. 2934715) ]. That
registration is therefore incontestable. See 15 U.S.C. §
1065.

enjoys a

The strength of an incontestable registered trademark
may be overcome by the use of a descriptive or weak
portion of the mark, or generic and descriptive words
taken from a stylized logo. See W.W.W. Pharmaceutical
Co. v. The Gillette Co., 984 F.2d 567 (2d Cir. 1993)
(incontestable registered trademark for “Sportstick™ lip
balm not infringed by Gillette's “Sport Stick” deodorant);
Gruner + Jahr USA Pub., a Div. of Gruner + Jahr
Printing & Pub. Co. v. Meredith Corp., 991 F.2d 1072,
1077-78 (2d Cir. 1993) (where stylized logo of the word
“parents” for a magazine title was an incontestable mark,
use of the word “parents” divorced from that logo was
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“clearly weak™). Provide, which bears the burden of
proof in moving for summary judgment, has not argued
or offered evidence that EA's incontestable registration
concerns only a stylized logo from which Provide has
taken descriptive words and has therefore failed to rebut

the presumption in favor of inherent distinctiveness. 3

*7 Moreover, the Court finds that EA's mark has
acquired secondary meaning or distinctiveness in the
marketplace. In evaluating whether a mark has obtained
secondary meaning, courts look to a number of factors,
including: “(1) advertising expenditures, (2) consumer
confusion studies, (3) unsolicited media coverage of the
product, (4) sales success, (5) attempts to plagiarize the
mark, and (6) length and exclusivity of the mark's use.”
Connecticut Cmty. Bank v. The Bank of Greenwich, 578 F.
Supp. 2d 405, 413 (D. Conn. 2008).

EA has submitted evidence that the mark has been in
continuous use for seventeen years and that EA has spent
“over $160 million in advertising since 2008.” [Dkt. 134,
Ex. C. (Dipippa Decl.) ]. EA has garnered unsolicited
media attention by, for example, “repeatedly being named
a Top Franchise by Entrepreneur Magazine ... [and]
being named E! News' gift of choice for Golden Globe
nominees.” [Dkt. 134, Ex.'s D-L]. EA has earned billions
of dollars in revenues since 2001. [Dkt 134, Ex. C]. EA
has not submitted any consumer confusion studies, but
it does cite a survey conducted by Provide which found
that EA had 77% brand awareness among consumers
nationally. [Dkt. 134, Ex. M. at PC 000967]. Provide has
pointed to numerous attempts to plagiarize the mark by
other parties, prompting EA to send “dozens” of cease and
desist letters to a range of both large and small businesses.
[SOMF 9 12]. Provide has offered no further evidence
suggesting non-distinctiveness in the marketplace. On
these facts, a reasonable jury could conclude that EA's
mark has acquired secondary distinctiveness in the
marketplace.

A reasonable jury could certainly conclude that the
strength of EA's mark weighs in favor of finding a
likelihood of confusion because the mark has both
inherent distinctiveness by virtue of its incontestable
registration, as well as secondary distinctiveness in the
marketplace.

2. The degree of similarity between the competing marks

In assessing the similarity of the marks at issue, courts look
to two key questions: (1) whether the similarity between
the two marks is likely to cause confusion and (2) what
effect the similarity has upon prospective purchasers. The
Sports Auth., 89 F.3d at 962.

Provide notes that “each trademark must be compared
in its entirety; juxtaposing fragments of each mark does
not demonstrate whether the marks as a whole are
confusingly similar.” [Def.'s Mem. At 24, citing Universal
City Studios, Inc. v. Nintendo Co., 746 F.2d 112, 117
(2d Cir. 1984) (affirming summary judgment finding that
“Donkey Kong” does not create a likelihood of confusion
with “King Kong”) ]. Provide argues that its use of the
phrase “edible fruit arrangements” is distinguishable from
EA's mark “because it was not used in a trademark sense,
and because it contains the additional term “fruit,” which
EA's mark does not contain.” [Def.'s Mem. At 24].

With regard to the addition of the word “fruit” to
the mark, EA argues, persuasively, that “a subsequent
user may not avoid likely confusion about the origin or
the product by appropriating another's entire mark and
adding descriptive or non-descriptive matter to it.” [PL's
Mem. At 19, citing Fisons Horticulture, Inc. v. Vigoro
Industries, Inc., 30 F.3d 466, 477 (3d Cir. 1994) (citation
omitted) ]. To state the obvious, fruit offered for sale is
supposed to be edible. The word “edible” is a superfluous
modifier of the word “fruit” in an advertisement for a
fresh fruit product offered for sale by a company named
“Sheri's Berries.” A typical consumer would likely realize
that “Sheri's Berries” was offering for sale fruit which
was edible, as opposed to inedible, plastic or imitation
fruit decorations. A reasonable jury could find that
the addition of the word fruit does not serve a clear
“differentiating role.” Morningside Group, 182 F.3d at
141 (addition of the words “capital” and the substitution
of “LLC” for “limited” did little to differentiate “The
Morningside Group Limited” from “Morningside Capital
Group, L.L.C.”); see also, Connecticut Community Bank,
578 F. Supp. 2d at 418 (addition of the word “Trust”
did little to differentiate “Greenwich Bank & Trust” from
“The Bank of Greenwich”).

*8 Provide also argues that the marks can be
differentiated because it used the phrase “edible fruit
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arrangements” in conjunction with reference to its
“house” brands (e.g., ‘Shari's Berries'). Those terms,
however, were not always used in conjunction with one
another. In at least one of the advertisements provided to
the Court by EA, Provide's “house brand” only appears in
the web address of a link contained in the advertisement.
Further, it appeared beneath the much larger and more
readable text advertising, with each word capitalized,
“Edible Fruit Arrangements.” See Figure II above. The
“house brand” is not prominently displayed and when
it is displayed it is virtually obscured by the far more
prominent term “Edible Fruit Arrangements.”

A reasonable trier of fact could therefore find that Provide
has not distinguished its use of the mark with its own
branding. The operative and identifying words of both
marks are the words “edible” and “arrangements” and
as such the marks are highly similar. This factor weighs
heavily in favor of EA.

3. Similarity of Competing Products

The third Polaroid factor focuses on whether the two
products compete with each other. “To the extent goods
(or trade names) serve the same purpose, fall within the
same general class, or are used together, the use of similar
designations is more likely to cause confusion.” Savin
Corp., 391 F.3d at 458. Provide does not dispute that its
fruit products are similar to EA's fruit products. However,
Provide argues, without citation to authority, that this
factor “should not weigh heavily in the analysis because
the products that are similar are exactly the products that
are described both by EA's mark and by the descriptive
phrase used by Provide.” [Def.'s Mem. At 32]. On the
contrary, the fact that Provide is a direct competitor
selling goods within the same general class (even the same
specific category of gift) and serving the same purpose
weighs heavily in favor of finding that Provide's use of
EA's mark is likely to cause confusion. See Connecticut
Community Bank, 578 F. Supp. 2d at 418 (noting that
‘Greenwich Bank & Trust” and ‘The Bank of Greenwich’
“provide virtually identical banking services ... to an
identical consumer base ... [t]his factor weighs heavily in
[Plaintiff's] favor.”).

4. Actual Confusion

Evidence that confusion has actually occurred is
“convincing evidence that confusion is likely to occur.”
Morningside Group, 182 F.3d at 141. Provide argues that
EA has not “offered any survey evidence showing a
likelihood of confusion.” [Def.'s Mem. at 26]. However,
“although the absence of surveys is evidence that actual

>

confusion cannot be shown,” a reasonable trier of fact
“may still conclude that actual confusion exists in the
absence of such evidence, so long as there is other evidence
of actual confusion.” The Sports Auth., 89 F.3d at 964

(internal citations omitted).

EA notes that it has identified seven instances where
consumers “contacted EA's customer call center with
inquiries and/or complaints about purchases made from
Provide under the mistaken impression that the companies
were either the same or affiliated.” [SOMF 9 73-74].
Provide argues that these incidents do not evidence
actual confusion because, EA did not identify whether
the orders about which the calls were made originated
with the consumers clicking on one of Provide's keyword
advertisements and that the consumers actually made the
purchases from a Provide company believing that they
were purchasing the products through EA. [Id.].

*9 However, “evidence of actual confusion need not be

limited to evidence of mistaken completed transactions”
and the inquiry “need not be confined to evidence that
[the Defendant] was able to ‘pass off’ its services as
those of [Plaintiff].” Morningside Group, 182 F.3d at
141. Rather, evidence of actual confusion “regarding
affiliation or sponsorship is also entirely relevant to the
ultimate likelihood-of-confusion inquiry.” Id.; see also
The Sports Auth., 89 F.3d at 964 (Plaintiff's evidence of
“misdirected phone calls” and evidence that customers
believed there was “a connection between the restaurants
and the stores” was sufficient to create a genuine issue of
fact). Provide also argues that “such a small number of
anecdotes is insufficient evidence of actual confusion when
weighed against EA's substantial market success.” [Def.'s
Mem. at 27, citing Alzheimer's Found. of Am., Inc. v.
Alzheimer's Disease & Related Disorders Ass'n, Inc., No. 10
CIV. 3314 RWS, 2015 WL 4033019, at *9 (S.D.N.Y. June
29,2015) (“[A] small handful of anecdotes... is insufficient
to establish the presence of actual confusion, particularly
when weighed against the nearly $100 million in successful
donations that [Plaintiff] receives annually.”) ].
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The Court agrees that the seven incidents of misdirected
consumer calls and inquiries seem de minimis in
comparison with the volume of business transacted by
both EA and Provide. The jury may appropriately
consider the number of instances of confusion identified
by EA in determining the weight of EA's evidence as to
actual confusion. At this stage, EA's evidence is sufficient
to create a material issue of fact as to the extent of
actual confusion as to the origination and sponsorship
of Provide's products caused by Provide's use of the
mark. The Court does not consider this factor to weigh
appreciably in favor of EA.

5. ‘Bridging the Gap’

As the two parties operate in the same market and directly
compete, there is no gap to bridge, and therefore this
factor weighs firmly in favor of EA. See Connecticut
Community Bank, 578 F. Supp. 2d at 418 (“[T]he two
banks are already in direct competition ... there is no gap
to bridge, and this factor weighs in favor of [plaintiff].”).

6. The Defendant's Lack of Good Faith

In assessing good faith, courts look to “whether the
defendant adopted its mark with the intention of
capitalizing on plaintiff's reputation and goodwill and any
confusion between his and the senior user's product.” The
Sports Auth., 89 F.3d at 964 (citations omitted).

Several facts lead the Court to conclude that a reasonable
juror could find that Provide has acted in bad faith
in the instant case. First, as discussed above, the word
“edible” is an unnecessary descriptor of the word “fruit”
and the word “arrangements” is hardly the most precise
descriptor of boxes in which Provide has “deliberately
placed” chocolate-dipped strawberries. To once more
state the obvious, every marketed product is arranged to
look appealing or to avoid damage in transit or both.
A consumer would not expect a box of hand-dipped
strawberries in which the strawberries were haphazardly
dumped into a box and partially melted into a mess
of coated fruit. Such pragmatic ‘arrangements' are not
descriptive of the product but merely standard packaging.
From these two facts alone a reasonable jury could infer
intent to exploit the goodwill created by EA's existing
mark. Spring Mills, Inc. v. Ultracashmere House, Ltd.,

689 F.2d 1127, 1134 (2d Cir. 1982) (evidence of bad
faith in deliberate use of wording similar to a protected
mark where the chosen wording does not appropriately
describe the product at issue). Second, EA's evidence that
Provide may have hired third party web advertisers to
generate web traffic from “typosquatting” domains based
on the EA mark to Provide's own websites may provide
a reasonable trier of fact with further indicia of bad faith
on the part of Provide. Third, a reasonable juror can
infer that the keyword bidding, typosquatting redirection
of traffic, and advertisements based on the EA mark
may have all been components of a deliberate marketing
campaign on Provide's part to generate “impressions” and
“conversions” from consumers searching for EA products
based on the EA mark. This factor weighs in favor of EA.

7. Product Quality

*10 Provide argues that the products offered for sale
by the two parties are of similar quality. EA argues that
its products are of higher quality because, with respect
the parties' “dipped” or fruit products, Provide sells fruit
dipped in “imitation chocolate,” while EA uses “real
chocolate.” [Pl.'s Mem. at 32]. This difference in quality, if
true, raises sufficient evidence to at least create a material
issue of fact as to differences in product quality. However,
this factor does not weigh appreciably in EA's favor.

8. Consumer Sophistication

The seventh Polaroid factor requires a court to analyze the
sophistication of the consumers purchasing the competing
products. Polaroid, 287 F.2d at 495 (2d Cir. 1961). Highly
sophisticated consumers are less likely to be confused. Plus
Prods. v. Plus Disc. Foods, Inc., 722 F.2d 999, 1007 (2d Cir.
1983).

Provide argues, without citation to facts in the record,
that “both EA's and Provide's consumers are individuals
seeking to purchase high-quality gifts for special
occasions.” [Def.'s Mem. at 31]. Provide also argues that
there is “no evidence in the record to suggest that the
parties' consumers are not sufficiently sophisticated.” [Id.]

EA has pointed to evidence that “the parties' respective
coated fruit goods are food items that generally are sold
for between $20 and $40.” [PL's Mem. at 24; Dkt. 119, Ex.
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2]. Where the products at issue are “relatively inexpensive
items,” a trier of fact “may be justified in concluding that
the parties' customers are not likely to be sophisticated
purchasers as to the goods in question.” The Sports Auth.,
89 F.3d at 965; Lever Bros. Co. v. Am. Bakeries Co., 693
F.2d 251, 259 (2d Cir. 1982).

A reasonable juror could conclude that a buyer of an
“arranged” fruit gift package is no more sophisticated
than a buyer of flowers, greeting cards or chocolates.
See, e.g., Patsy's Brand, Inc. v. 1.O.B. Realty, Inc., 317
F.3d 209, 219 (2d Cir. 2003) (New York consumers
of specialty pastas deemed unsophisticated because the
pastas were inexpensive and sold in grocery stores,
despite arguments that New Yorkers were “savvy and
knowledgeable about restaurants and food.”). While
Second Circuit case law has associated the purchase of
low-cost goods in a supermarket environment with low
customer sophistication, “price alone is not determinative
of the care a consumer will take in making purchases, and
our touchstone remains the general impression that is left
with the ordinary consumer.” The Sports Auth., supra at
965.

Edible Arrangements and Provide's products are not
expensive luxury products, but they are also not every day
consumables one purchases in a supermarket. They are
moderately priced gift items which would be purchased
with some, but not a great deal of scrutiny. The
marketplace in which the products are sold also weighs
against sophistication. Internet purchasing is both fast-
paced and rapidly evolving. Increasingly, purchases are
often made impulsively on small screen cellular telephones
or even using cell phone applications. Given the relatively
low price of the items and the evolving online marketplace,
the court finds that this factor weighs in favor of EA.

9. Overall Assessment

*11 The Court has found that five of the seven Polaroid
factors weigh in favor of EA and that EA has at least
raised a material issue of fact as to the remaining two.
In particular, the strength of EA's mark, the similarity
of the competing marks, the similarity of the competing
products and the defendant's bad faith each strongly
suggest a likelihood of confusion from Provide's use of
its mark. Provide's Motion for Summary Judgment as to

EA's trademark infringement claims (Counts I, I, IV and
V) is therefore DENIED.

ii. Keyword Purchases Under the Lanham Act

Provide next argues that its bidding on the phrase “edible
arrangments” as a “non-consumer-facing keyword” for its
search engine advertisements does not create a likelihood
of confusion under the Lanham Act. The Second Circuit
has held that keyword bidding may constitute a
in commerce” which would be “subject to the same
analysis under Lanham Act as any other allegation

‘use

of infringement.” Rescuecom Corp. v. Google Inc., 562
F.3d 123, 127 (2nd Cir. 2009). Provide nonetheless
argues that “no one court in the entire country has
ever held a defendant liable for trademark infringement
by finding a likelihood of confusion based solely on
the defendant's keyword bidding.” [Def.'s Mem. at 31].
Provide's argument, however, misses the point — the
conduct at issue is not a defendant's keyword bidding,
considered in a vacuum, but rather the effect of the
keyword bidding in conjunction with the defendant's
advertisement.

In Rescuecom, the Second Circuit reversed a district
court's dismissal of a complaint against Google's sale of
a plaintiff's mark in its AdWords program. 562 F.3d
at 130. The court held that the sale of the mark as a
keyword could constitute a “use in commerce” under
the Lanham Act and also could create a likelihood of
confusion if searchers were “misleadingly directed to the
ads and websites of its competitors in a manner which
leads them to believe mistakenly that these ads or websites
are sponsored by, or affiliated with the plaintiff.” Id.
Similarly, the Ninth Circuit has held that “[t]he potential
infringement in this context arises from the risk that while
using [Plaintiff's] mark to search for information about
[Plaintiff's] product, a consumer might be confused by a
results page that shows a competitor's advertisement on
the same screen, when that advertisement does not clearly
identify the source or its product. Network Automation,
Inc. v. Advanced Sys. Concepts, Inc., 638 F.3d 1137, 1149
(9th Cir. 2011). Thus, the crux of the issue is whether a
defendant's keyword purchases, combined with the look
and placement of that defendant's advertisement, create a
search results page which misleads, confuses or misdirects
a consumer searching for a trademarked brand to the
website of a competitor in a manner in which the source
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of the products offered for sale by the competitor is

unclear. 4

*12 The Second Circuit, however, has not adopted
an explicit test for determining whether a likelihood
of confusion exists from a defendant's purchase of
a trademark as a keyword term. Both parties urge
application of the Polaroid factors and note that at
least two courts in this circuit have examined instances
in which a competitor uses a trademark to purchase
keywords by looking to the same seven Polaroid factors.
See Alzheimer's Foundation, 2015 WL 4033019 at *8; CJ
Products LLC v. Snuggly Plushez LLC, 809 F. Supp. 2d
127, 158 (E.D.N.Y. 2011). Several of the Polaroid factors,
however, are not particularly helpful in this context, and
the court in the Alzheimer's case primarily considered the
actual confusion factor. With regard to actual confusion,
the Alzheimer's court looked to the doctrine of “initial
interest confusion,” in which “a likelihood of confusion
can arise when ‘a consumer who searches for the plaintiff's
website with the aid of a search engine is directed instead
to the defendant's site because of a similarity in the parties'
website address.” 2015 WL 4033019, at *7 (quoting CJ
Products, 809 F.Supp.2d at 160). The Alzheimer's court
also considered the similarity of the marks factor by
looking to the similarity of the URLSs and the text in the
links of the two competitors on the search results page.
1d., see also CJ Products, 809 F.Supp.2d at 160 (examining
the similarity of the marks in the AdWords context and
considering “the degree of similarity between [p]laintiff]s]’
service mark and the ... advertisements appearing on the
search-results page”).
However, the Alzheimer's court also noted that
“[clompanies can and do regularly purchase other
companies' marks as search keywords and use those
companies' trademarks in the text of their search
advertising in order to draw a contrast with the searched-
for product and offer their own as an alternative.” 2015
WL 4033019, at *6. As an example, the Alzheimers
court noted that “a Yahoo! search for the term “Honda
Civic” brings up ads linking to websites from Hyundai,
Volkswagen, and Toyota, comparing the Civic to their
cars and suggesting that the consumer purchase an
Elantra, Jetta, or Corolla instead.” Id. The court held that
those ads did not implicate the Lanham Act “because they
draw a clear distinction between the products and do not
imply the trademark holder's sponsorship or approval.”
Id

Thus, prior courts have been primarily concerned with
keyword bidding in conjunction with advertising that
creates a search results page that is misleading to the
consumer. In considering the question of whether such
conduct violates the Lanham Act, several Polaroid factors
can be helpful when viewed from the perspective of a
user of the internet search engine at issue (the “user”),
in particular: (i) the strength of the plaintiff's mark as a
unique search term related to a distinct line of products,
and (i) the similarity of the marks and whether the
defendant's mark draws a clear distinction as a competing
brand. One additional factor described by the Ninth
Circuit in Network Automation can also be helpful: (iii)
what the consumer saw on the screen and reasonably
believed, given the context. 638 F.3d at 1150.

*13 With regard to the strength of the mark, the

court considers whether a user entering EA's mark as a
search term “is more likely to be looking for a particular
product” rather than a category of products, and therefore
“could be more susceptible to confusion when sponsored
links appear that advertise a similar product from a
different source.” Network Automation, 638 F.3d at 1149.
The Court earlier found that there was evidence that
EA's mark had acquired secondary distinctiveness in
the marketplace. Similarly, the Court here finds that a
reasonable trier of fact could conclude that a consumer
searching for “edible arrangements” is looking for a
distinct product line of aesthetically shaped fruit and not
merely for any and all gifts containing boxes of edible
fruits and berries. And with regard to the similarity of the
marks, the Court finds that the Provide advertisements
it has examined make a very poor effort to differentiate
either a competing product or seller.

The Ninth Circuit also looked to “what the consumer
saw on the screen and reasonably believed, given the
context.” Id. at 1150, quoting Hearts on Fire Co. v. Blue
Nile, Inc., 603 F.Supp.2d 274, 289 (D. Mass. 2009).
As to this factor, one district court in the District
of Massachusetts considered possible “downstream”
confusion, and whether the user would be unknowingly
misdirected to the website of a competitor. See Hearts on
Fire Co., 603 F.Supp.2d at 289 (noting the importance
of whether “the consumer clicked on the sponsored
link thinking that he would find products” affiliated
with the mark, but upon landing at the competitor's
website “nothing there would immediately alert him to
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his mistake”). Here, Provide's choice not to identify Pro
Flowers or Sherri's Berries as the advertiser in the text of
the advertisement or the link, and only in the small print
of the URL, contributes to a misleading environment for
the consumer. In particular, a user searching for EA's
products might not even know that they had clicked on a
link for a competitor's product until they actually landed
on the webpage of one of Provide's sellers, or even after
that point

A reasonable trier of fact could conclude that Provide's
purchase of “edible arrangements” as a non-consumer
facing keyword could result in a likelihood of confusion
by directing consumers to a search results page in which
it advertised “edible fruit arrangements” in an text
advertisement in which the seller is only identified in the
small print of the URL. See Figure II. A jury could
find that the purpose and effect of Provide's keyword
bidding — in conjunction with its use of EA's mark in its
advertisement on the search results page — was to mislead
consumers as to sponsorship or affiliation with EA and to
misdirect the web traffic of users searching for EA's mark.

iii. Provide's Defense of Fair Use

A company's use of such descriptive words and phrases
to describe that company's products may constitute
“descriptive fair use” and be permissible even where a
plaintiff owns a federal registration for a trademark that is
similar to the phrase that the defendant uses to describe its
goods. 15 U.S.C.A. § 1115(b)(4). Courts use a three-part
test to determine whether use of a mark is a descriptive
fair use, namely, if the use was made: (1) other than as
a mark, (2) in a descriptive sense, and (3) in good faith.
Kelly-Brownv. Winfrey, 717 F.3d 295, 308 (2nd Cir. 2013).
Provide argues that it did not use the phrase “edible fruit
arrangements” as a trademark, and EA did not contest

this. > Rather, the parties dispute whether Provide's use of
the phrase was descriptive and in good faith.

*14 Provide argues that its use of “edible fruit
arrangements” was descriptive because the phrase
describes the composition of several of its products,
which “are fruit products (“fruit”)” that “are organized
in a certain manner (“arranged”)” and are “intended for
consumption (“edible”).” [Def.'s Mem. at 18]. Provide has
not identified which of its products, specifically, qualify
in its view as edible arrangements of fruit. EA argues

that Provide does not sell “arrangements” at all and
submitted as an exhibit in opposition to Provide's Motion
for Summary Judgment a photograph of one of Provide's
fruit products in which chocolate-dipped berries were, in
Provide's own words, “organized so that the berries are
evenly spaced and angled toward a particular corner of the
box.” [Def.'s Rep. Mem. at 3; Dkt. 136, Ex. TT]. Provide
describes this as an “arrangement.” [Id.].

Miriam Webster defines an “arrangement” as “the way
that things or people are organized for a particular

purpose or activity.”6 The dictionary definition of the
word does not include any component requiring artistic
placement or organization. Thus, Provide is correct that
for its products to constitute an “arrangement,” the
definition of the word requires only a purposeful or
intentional presentation, which would seemingly include a
box of strawberries that are evenly spaced and facing the
same direction.

A consumer and a reasonable juror, however, may
understand the word “arrangement” to connote both
purposefulness as well as something more, such as a
collection of items that is organized in an artistic or
creative manner —presented so as to enhance aesthetic
value through color, shape or format. Thus, Provide's
use of the word “arrangement” may be literally accurate
but descriptively misleading. Similarly, while the word
“edible” is an accurate description of the fruit Provide
sells, a reasonable juror may find that the word is, as
the Court discussed above, largely redundant of the word
“fruit,” given that few consumers are likely searching
for “inedible fruit.” See EMI Catalogue P'ship v. Hill,
Holliday, Connors, Cosmopulos Inc., 228 F.3d 56, 65 (2d
Cir. 2000) (material issue of fact as to descriptive use
where the alliterative phrase “Swing Swing Swing” was
unnecessary to describe the actions of three actors hitting
golf shots when the single word “swing” would have
sufficed). The defense of fair use is designed to protect
“the public's right to use descriptive words or images
in good faith in their ordinary descriptive sense.” Car-
Freshner Corp. v. S.C. Johnson & Son, Inc., 70 F.3d 267,
269 (2d Cir. 1995). EA has raised a material issue of
fact as to whether Provide's use of the phrase “edible
fruit arrangements” relies upon the ordinary meanings of
those words to describe a product containing a box of
“deliberately placed” strawberries.
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But even if Provide's use of the phrase was appropriately
descriptive, a reasonable juror could find that Provide
chose to use the words “edible” and “arrangements” in
bad faith in order to maximize consumer confusion and
generate sales from misdirected web traffic, when other
terms not involving EA's mark could have better described
Provide's products (such as, e.g., “chocolate-dipped
berries” instead of “edible fruit” and “gift boxes” instead
of “arrangements”). In addition, for the reasons discussed
above in examining the Polaroid factors, a reasonable
juror could certainly find that in the instant case Provide
deliberately chose the phrase “edible fruit arrangements”
as part of a marketing campaign designed to capitalize on
the popularity of EA's products by misdirecting consumer
traffic to Provide's websites through the use of EA's mark
in advertising, keyword bidding and typosquatting. EA
has therefore raised a material issue of fact as to whether
Provide's use of the phrase “edible fruit arrangements”
was truly descriptive and in good faith.

b. EA's Claim for Trademark Dilution

*15 The Trademark Dilution Revision Act (“TDRA”)
“allows the owner of a ‘famous mark’ to enjoin a person
from using ‘a mark or trade name in commerce that
is likely to cause dilution by blurring or dilution by
tarnishment of the famous mark.” ” Tiffany (NJ) Inc. v.
eBay Inc., 600 F.3d 93, 110-11 (2d Cir. 2010) (quoting
15 US.C. § 1125(c)(1)). Dilution is defined as “the
lessening of the capacity of a famous mark to identify
and distinguish goods or services.” 15 U.S.C. § 1125. To
plead dilution under the TDRA, a trademark owner must
allege four elements: (i) that the mark is famous; (ii) that
the defendant is making use of the mark in commerce;
(iii) that such use began after the mark became famous;
and (iv) that there is a likelihood of dilution as a result
of the defendant's use. Id.; Tiffany (NJ) Inc., 600 F.3d at
111. The parties in the instant matter contest the extent
to which EA's mark is famous and would be diluted as a
result of Provide's use.

i. The Fame of EA's Mark

“[A] mark is famous if it is widely recognized by the
general consuming public of the United States as a
designation of source of the goods or services of the mark's
owner.” 15 U.S.C. § 1125(c)(2)(A). Courts may consider

the following factors: (i) the extent and geographic reach
of the advertising and publicity of the mark, (i) the
volume and geographic extent of the sales of goods
offered under the mark, (iii) the extent of actual consumer
recognition of the mark, and (iv) whether the mark
was registered on the principal register. Id. On summary
judgment, whether a mark has attained the requisite level
of fame is a question of fact that must be left to the trier
of fact if the plaintiff shows “more than a mere scintilla of
evidence” of fame. See Savin Corp., 391 F.3d at 450.

EA notes that it generated nearly a billion dollars in sales
between 2001 and 2009. [Dkt. 136, Ex. C at 4]. In the years
2008 and 2009, EA spent $28 million in advertising. [Id.].
EA's mark is registered on the principal register. And,
as noted earlier, Provide's own consumer survey found
that EA had 77% brand awareness among consumers
nationally. [Dkt. 134, Ex. M. at PC 000967]. At this
stage, EA has pointed to sufficient evidence suggesting
that its mark is famous as to raise a material issue of
fact. See, e.g., Savin Corp., 391 F.3d at 450 (Plaintiff's
$20 million advertising spend, $675 million in revenues,
and extensive advertising in mainstream and industry
media were “sufficient indicators of fame to withstand a
summary judgment challenge.”).

ii. Dilution by Blurring

Dilution by blurring is “association arising from the
similarity between a mark or trade name and a
famous mark that impairs the distinctiveness of the
famous mark.” 15 U.S.C. § 1125(c)(2)(B). “Dilution
by blurring refers ... to ‘the whittling away of [the]
established trademark's selling power and value through
its unauthorized use by others.” ” Tiffany (NJ) Inc., 600
F.3d at 111. There are six non-exhaustive factors which
courts consider in determining whether there has been
dilution by blurring, including: (i) the degree of similarity
between the marks, (i) the degree of inherent or acquired
distinctiveness of the famous mark, (iii) whether use of the
famous mark is exclusive, (iv) the degree of recognition
of the famous mark, (v) whether the user of the mark
intended to create an association with the famous mark,
and (vi) any actual association between the mark and the
famous mark. 15 U.S.C. § 1125(c)(2)(B)(-vi).

*16 The first two factors — similarity and distinctiveness
— overlap with the first two Polaroid factors examined
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above, and, for the reasons stated above, the court finds
that these facts weigh in favor of EA at this stage. The
fourth factor — degree of recognition — also weighs in
EA's favor for the same reasons discussed above in the
Court's determination that EA has pointed to sufficient
evidence of fame in the form of wide public recognition of
EA's mark. With regard to the fifth factor, EA has also
pointed to evidence that Provide intended to create an
association with EA's mark by engaging in a deliberate
marketing strategy to misdirect consumers from EA's
website through the use of EA's mark in advertising,
keyword bidding and typosquatting. EA has raised a
material issue of fact with regard to whether Provide's
conduct constituted dilution by blurring.

iii. Dilution by Tarnishment

Dilution by tarnishment is an “association arising from
the similarity between a mark or trade name and a famous
mark that harms the reputation of the famous mark.” 15
U.S.C. § 1125(c)(2)(C). “A trademark may be tarnished
when it is linked to products of shoddy quality, or is
portrayed in an unwholesome or unsavory context, with
the result that the public will associate the lack of quality
or lack of prestige in the defendant's goods with the
plaintiff's unrelated goods.” Deere & Co. v. MTD Prods.,
41 F.3d 39, 43 (2d Cir. 1994).

EA's sole evidence in support of its dilution by
tarnishment claim is the fact that Provide coats its
“dipped fruit” products in “imitation chocolate,” instead
of “real chocolate.” [Pl.'s Mem. at 32]. In this regard,
EA has identified a difference in quality between the
two competing products. However, the statute prohibits
dilution resulting in “reputational harm” and “[t]he sina
qua non of tarnishment is a finding that plaintiff's mark
will suffer negative associations through defendant's use.”
Hormel Foods Corp. v. Jim Henson Prods., Inc., 73 F.3d
497, 507 (2d Cir. 1996). The critical missing link in
EA's dilution by tarnishment claim is that the imitation
chocolate used in Provide's products will taste, look or
smell poorly to the consumer, resulting in a negative
association with EA's mark. EA assumes this fact to be
true, and its claim would require a trier of fact to assume
the truth that fact as well. At this stage, however, EA's
“mere scintilla” of evidence of dilution by tarnishment is
sufficient to create a material issue of fact.

c. EA's Claim for Cybersquatting

The Anticybersquatting Consumer Protection Act
(“ACPA”) was passed in part to prohibit “the bad-
faith and abusive registration of distinctive marks as
Internet domain names with the intent to profit from
the goodwill associated with such marks—a practice
commonly referred to as ‘cybersquatting’.” Sporty's
Farm L.L.C. v. Sportsman's Mkt., Inc., 202 F.3d 489,
495 (2d Cir. 2000). ‘Typosquatting’ — in which the
defendant registers intentional misspellings of a distinctive
marks — has been found to be an actionable form of
cybersquatting. See Shields v. Zuccarini, 254 F.3d 476, 483
(3d Cir. 2001); Gioconda Law Grp. PLLC v. Kenzie, 941 F.
Supp. 2d 424, 430 (S.D.N.Y. 2013) (“courts have expressly
held that the ACPA covers typosquatting”).

*17 To prevail on its ACPA claim, EA must show that
Provide: (1) had a bad faith intent to profit; and (2)
registers, traffics in or uses a domain name that is identical
or confusingly similar to EA's famous and/or distinctive
mark. See Sporty's Farm, 202 F.3d at 496-498; 15 U.S.C.
§ 1125(d)(1)(A).

Provide argues that EA has failed to identify any evidence
that it registered, trafficked in or used the domain
names at issue. EA admits that “the true registrant of
the Typosquatting Domains has not been conclusively
determined,” but nonetheless argues that Provide “and/
or its agents trafficked in and/or used” the domains to
divert EA's customers. [Pl's Mem. at 35]. In a prior
ruling denying Provide's motion for judgment on the
pleadings, this Court held that “if through discovery it
becomes apparent that the true owner of the typosquatting
domains registered the domain names on behalf of
Provide Commerce, this domain name registrant would
be considered an agent” of the defendant and would
not have been a necessary party to the action in order
to afford complete relief under Fed. R. Civ. P. 19(a).
Edible Arrangements, LLC v. Provide Commerce, Inc.,
No. 3:14-CV-00250 VLB, 2015 WL 1321441, at *4 (D.
Conn. Mar. 24, 2015). Having conducted discovery into
the matter, EA's sole evidence in support of its allegation
that Provide's agents trafficked and/or used the domains
at issue consists of the following facts:
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1. Provide hired two digital marketing companies in late
2013 to increase its web traffic — adMarketplace, Inc.
and 7Search, Inc. [Dkt. 136, Ex.'s DD, KK].

2. Shortly thereafter in January 2014, adMarketplace
and 7Search records show that redirects from the
typosquatting domains to Provide's websites began
and continued until June 2014. [Dkt. 136, Ex.'s EE,
II, NN].

3. Consumers attempting to reach
ediblearrangements.com were redirected to Provide's
competing website thousands of times. [Dkt. 136,
Ex.'s EE, II, NNJ.

4. Provide admits that both adMarketplace and 7Search
were somehow involved in the redirects because both
companies' names appeared in the URL reference
code of the redirects. [Dkt. 136, Ex DD Twu Dep. at
207:4-14].

5. The redirects stopped after EA filed a motion
for a preliminary injunction and Provide sent a
letter instructing adMarketplace to “[s]top sending
[Provide] traffic from these domains.” [Def.'s Mem.
at 13].

Itis clear from the facts above that Provide benefited from
the Typosquatting Domains in the form of additional web
traffic and that Provide's web marketing agents played
a role in redirecting web traffic from the Typosquatting
Domains to Provide's own website. However, the precise
role that Provide's marketing agents played in the process
of registering the domains at issue is still unclear. EA
failed to offer evidence indicating that the redirection of
web traffic from theTtyposquatting Domains could not
have occurred unless adMarketplace and 7search were
the “users” of those websites within the meaning of the
ACPA, through, for example, hosting or maintaining the

Footnotes

typosquatting domains or implementing the coding which
resulted in the traffic redirection. EA had the opportunity
to collect records from both adMarketplace and 7search,
to discover Provide's contracts and communications with
both companies, to depose Provide's web marketing team
and the opportunity to develop expert testimony on the
issue to assist a trier of fact in drawing further inferences
from the evidence described above. EA failed to do so.

*18 Moreover, even if there was clear evidence linking
adMarketplace and 7search with the “use™ of the domain
names within the meaning of ACPA, the statute makes
clear that a defendant can only be liable for “use” of
a cybersquatting domain “if that person is the domain
name registrant or that registrant's authorized licensee.”
15 U.S.C. § 1125(d)(1)(E). Thus, even if EA's evidence
were sufficient to raise a material issue of fact with respect
to whether an agent of Provide “used” the Typosquatting
Domains to redirect web traffic to Provide, EA failed to
offer evidencethat either Provide or its agent(s) are the
actual registrants of the domains or licensees of the actual
registrants. Under the plain language of the statute, EA
has therefore raised insufficient evidence to sustain an
ACPA claim. Count VI of the Complaint is DISMISSED.

V. Conclusion
For the reasons stated above, the defendant's Motion
for Summary Judgment [Dkt. 116] is GRANTED IN
PART with respect to EA's ACPA claim (Count VI) AND
DENIED IN PART with respect to all other claims.
Count VI is DISMISSED. This case will proceed to trial
with respect to all other claims.

IT IS SO ORDERED.

All Citations

Slip Copy, 2016 WL 4074121

1 Provide also used EDIBLE ARRANGEMENTS as a keyword for products completely unrelated to fruit — namely the
ProFlowers floral products —because the keyword “results in sales.” [See Ex DD., Two Dep. Tr. at 217:1-18].

2 The parties dispute whether EA is able to subpoena the entities in the United States or file a Uniform Domain Name
Resolution Policy (“UDRP”) action in order to reveal the true registrant. EA argues that neither measure would be effective.

[Pl's Mem. at 11, n. 13].

3 Indeed, Provide's reply memorandum did not contest EA's assertion that it possesses an incontestable registration and

ignores the issue altogether.
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In Rescuecom, the Second Circuit found that the plaintiff had a plausible claim under the Lanham Act against the search
provider (as opposed to the advertiser) in part because the plaintiff alleged that “the advertiser's link appears in a horizontal
band at the top of the list of search results in a manner which makes it appear to be the most relevant search result
and not an advertisement.” 562 F.3d at 130-131. Furthermore, the plaintiff alleged that Google failed to “adequately
identify the sponsored link as an advertisement, rather than a relevant search result.” Id. Thus a likelihood of confusion
may have been created because a consumer searching for results by using the plaintiff's mark would have been misled
into believing that the defendant's website was “most relevant” to the plaintiff's mark and therefore that the defendant's
website was affiliated with the plaintiff. Id.

“A trademark use occurs when a mark indicates the source or origin of consumer products.” Dessert Beauty, Inc. v. Fox,
568 F. Supp. 2d 416, 424 (S.D.N.Y. 2008) aff'd, 329 Fed.Appx. 333 (2d Cir. 2009). The Second Circuit has equated “use
as a mark with the use of a term as a symbol to attract public attention.” JA Apparel Corp. v. Abboud, 568 F.3d 390, 400
(2d Cir. 2009) (internal quotations omitted).

http://www.merriam-webster.com/dictionary/arrangement

End of Document © 2017 Thomson Reuters. No claim to original U.S. Government Works.
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NOT FOR CITATION
United States District Court, N.D. California,
San Jose Division.

GOOGLE INC., a Delaware corporation, Plaintiff,
v.

AMERICAN BLIND & WALLPAPER Factory, Inc.,
a Delaware corporation d/b/a decoratetoday.com,
Inc., and Does 1-100, inclusive, Defendants.
American Blind & Wallpaper Factory,

Inc., a Delaware corporation d/b/a
decoratetoday.com, Inc., Counter Plaintiff,

V.

Google Inc., America Online, Inc.,
Netscape Communications Corporation,
Compuserve Interactive Services, Inc., Ask
Jeeves, Inc. and Earthlink, Inc., Counter
Defendant/Third Party Defendants.

No. C 03-5340 JF (RS).

|
April 18, 2007.

Attorneys and Law Firms

Michael H. Page, Ajay Krishnan, Klaus Hemingway
Hamm, Mark A. Lemley, Ravind Singh Grewal, Keker &
Van Nest LLP, San Francisco, CA, for Plaintiff.

Caroline Claire Plater, David A. Rammelt, Dawn Beery,
Susan Jean Greenspon, Kelley Drye & Warren LLP,
Chicago, IL, Ethan B. Andelman, Robert Nathan
Phillips, Howrey LLP, San Francisco, CA, Paul W.
Garrity, Kelley Drye & Warren LLP, New York, NY, for
Defendants.

ORDER ' GRANTING IN PART AND DENYING
IN PART MOTION FOR SUMMARY JUDGMENT

JEREMY FOGEL, United States District Judge.

*1 Plaintiff and Counter Defendant Google Inc.
(“Google”) moves for summary judgment. Defendant
American Blind & Wallpaper Factory, Inc. (“ABWEF”)

opposes the motion. For the reasons discussed below, the
motion will be granted in part and denied in part.

I. BACKGROUND

1. Procedural Background

Google filed the instant action for declaratory relief on
November 26, 2003, seeking a judicial determination
that its “AdWords” advertising program does not
infringe ABWF's trademarks. On April 12, 2004, the
Court denied ABWF's motion to dismiss the complaint
or, in the alternative, to stay proceedings in the
case. On May 4, 2004, ABWF answered Google's
complaint and asserted counterclaims against Google and
third-party claims against Ask Jeeves, Inc., Earthlink,
Inc., America Online, Inc., Netscape Communications
Corporation, and Compuserve Interactive Services, Inc.
(collectively “Third-Party Defendants”) for: (i) trademark
infringement in violation of the Lanham Act; (ii) false
representation in violation of the Lanham Act; (iii)
trademark dilution under the Lanham Act; (iv) injury to
business reputation and dilution in violation of Cal. Bus.
& Prof.Code § 14330; (v) unfair competition in violation
of Cal. Bus. & Prof.Code § 17200; (vi) common law
trademark infringement; (vii) tortious interference with
prospective economic advantage; and, in the alternative,
(viii) contributory trademark infringement; and (ix)
contributory trademark dilution. In an order filed March
30, 2005 (“March 30th Order”), the Court granted the
motions of Google and the Third-Party Defendants to
dismiss ABWF's claim for tortious interference with
prospective business advantage and denied motions to
dismiss ABWF's other claims. On December 26, 2006,

Google moved for summary judgment. % The Court heard
oral argument on February 16, 2007.

2. Factual Background

The factual background of this action is discussed in
detail in the March 30th Order. In summary, the action
pertains to the sale by Google and the Third-Party
Defendants of trademarked terms belonging to ABWF
as keywords that trigger “Sponsored Links” on Google's
search results pages. ABWF alleges that Google sells these
terms to ABWF's competitors. Google acknowledges that
it does this and has provided the Court with a copy of
its stated procedure for handling trademark complaints.
That procedure states:
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When we
from a

receive a complaint
trademark owner, we
will only investigate whether
the advertisements at issue are
using terms corresponding to
the trademarked item in the
advertisement's content. If they
are, we will require the advertiser
to remove the trademarked term
from the content of the ad and
prevent the advertiser from using the
trademarked term in ad content in
the future. Please note that we will
not disable keywords in response to a
trademark complaint.

“AdWords Trademark Complaint Procedure,” Hamm
Decl. Ex. E (emphasis added). The crux of this dispute is
whether Google infringes ABWF's trademarks by refusing
to disable trademarked keywords. To the extent that
pertinent factual disputes remain, they are discussed
below.

II. LEGAL STANDARD

*2 A motion for summary judgment should be granted

if there is no genuine issue of material fact and the
moving party is entitled to judgment as a matter of law.
Fed.R.Civ.P. 56(c); Anderson v. Liberty Lobby, Inc., 477
U.S. 242, 247-48, 106 S.Ct. 2505, 91 L.Ed.2d 202 (1986).
The moving party bears the initial burden of informing
the Court of the basis for the motion and identifying
the portions of the pleadings, depositions, answers to
interrogatories, admissions, or affidavits that demonstrate
the absence of a triable issue of material fact. Celotex
Corp. v. Catrett, 477 U.S. 317, 323, 106 S.Ct. 2548, 91
L.Ed.2d 265 (1986).

If the moving party meets this initial burden, the burden
shifts to the non-moving party to present specific facts
showing that there is a genuine issue for trial. Fed.R.Civ.P.
56(e); Celotex, 477 U.S. at 324. A genuine issue for trial
exists if the non-moving party presents evidence from
which a reasonable jury, viewing the evidence in the light
most favorable to that party, could resolve the material
issue in his or her favor. Anderson, 477 U.S. 242, 248-49,
106 S.Ct. 2505, 91 L.Ed.2d 202; Barlow v. Ground, 943
F.2d 1132, 1134-36 (9th Cir.1991).

1. DISCUSSION

1. Trademark Use in AdWords Program

In its March 30th Order denying Google's motion to
dismiss, the Court indicated that it would consider at a
later date, “both the relevant facts and the applicable law
in the context of a fuller record.” March 30th Order 16.
The Court concluded that “given the state of the governing
law, American Blind has made sufficient allegations
of direct infringement and dilution by Defendants'
advertisers and contributory liability on the part of
Defendants such that it does not appear ‘beyond doubt’
that American Blind ‘can prove no set of facts in support
of [its] claim[s] that would entitle [it] to relief.” “ Id. at
15. The Court observed that this approach was consistent
with that taken by the district court in Government
Employees Insurance Co. v. Google, Inc., 300 F.Supp.2d
700 (E.D.Va.2004) (hereinafter “GEICO” ). March 30th
Order 16.

In its motion for summary judgment, Google asks the
Court to declare that, as a matter of law, Google's sale
of trademarked keywords in its AdWords program does

not constitute use in commerce under the Lanham Act. >
Google points to intervening decisions in other districts
that do not follow GEICO. The Court has reviewed the
intervening cases cited by both parties and has considered
the conflict among them in light of the limited guidance
offered by existing Ninth Circuit precedent.

a. Developments in the Law Since the March 30th

Order
Two district courts in the Second Circuit have concluded
that the sale of trademarks as keywords for sponsored
links does not constitute use for the purpose of the
Lanham Act. Merck & Co., Inc. v. Mediplan Health
Consulting, Inc., 425 F.Supp.2d 402, 408 (S.D.N.Y.2006),
involved a number of manufacturers of a generic version

of the drug Zocor that paid “Google4 and Yahoo to
have links to their websites displayed, as sponsored links,
among the first results when a consumer searche[d] the
keyword ‘Zocor.” “ The court based its analysis on
1-800 Contacts v. When U.com, Inc. ., 414 F.3d 400 (2d

Cir.2005), > a case that dealt with the use of trademark
terms to trigger pop-ups. In that case, the Second Circuit
concluded that a “company's internal utilization of a
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trademark in a way that does not communicate it to the
public is analogous to a[n] individual's private thoughts
about a trademark. Such conduct simply does not violate
the Lanham Act ...“ Id . at 409. The Mediplan court
relied on this logic to conclude that the “internal use of
the mark ‘Zocor’ as a key word to trigger the display of
sponsored links is not use of the mark in a trademark
sense,” Mediplan, 425 F.Supp.2d at 415, and granted that
aspect of the defendants’ motion for judgment on the

pleadings. 6

*3  Rescuecom Corp. v. Google, Inc., 456 F.Supp.2d
393 (N.D.N.Y.20006), decided shortly after Mediplan,
reached the same result, also on the basis of 7-800
Contacts. Plaintiff alleged that Google sold “Rescuecom

to plaintiff's competitors as a keyword7 that trigger[ed]
the competitors' sponsored links to appear on the search
results page when an Internet user enter[ed] Rescuecom
as a search term.” Id. at 400. The court reasoned that
Google's “internal use of plaintiff's trademark to trigger
sponsored links is not a use of a trademark within the
meaning of the Lanham Act, [ ] because there is no
allegation that defendant places plaintiff's trademark on
any goods, containers, displays, or advertisements, or
that its internal use is visible to the public.” Id. at 403.
Thus, the court concluded, such conduct does not violate
the Lanham Act, “which is concerned with the use of
trademarks in connection with the sale of goods or services
in a manner likely to lead to consumer confusion as to the
source of such goods.” Id. The court distinguished GEICO
on the basis that GEICO involved allegations pertaining
to “the inclusion of the marks in advertisements,” id. at
402 (citing GEICO, 330 F.Supp.2d at 704), and granted
that aspect of Google's motion to dismiss.

Two district courts in New Jersey reached a contrary
decision. 800-JR Cigar, Inc. v. GoTo.com, Inc., 437
F.Supp.2d 273 (D.N.J.2006), involved a “pay-for-
priority” search engine that “solicitfed] bids from
advertisers for key words or phrases to be used as search
terms, giving priority results on searches for those terms
to the highest-paying advertiser.” Id. at 278. The court
concluded that this constituted “use” for the purposes of
the Lanham Act in three ways:

First, by accepting bids from those
competitors of JR desiring to pay
for prominence in search results,
GoTo

trades on the value of

the marks. Second, by ranking its
paid advertisers before any ‘natural’
listings in a search results list,
GoTo has injected itself into the
marketplace, acting as a conduit to
steer potential customers away from
JR to JR's competitors. Finally,
through the Search Term Suggestion
Tool, GoTo identifies those of JR's
marks which are effective search
terms and markets them to JR's
competitors.

Id. at 285. The court explained that there were “no
disputed material issues of fact which would prevent
[it] from concluding, as a matter of law, that GoTo
[made] trademark use of JR Cigar's trademarks,” and
proceeded to consider whether “summary judgment [was]
appropriate on the issue of whether GoTo's use of
JR's trademarks creates a likelihood of confusion.” Id.
Similarly, in Buying for the Home, LLC v. Humble Abode,
LLC, 459 F.Supp.2d 310 (D.N.J.2006), the court ruled
that allegations of the purchase of keywords under Google
and Yahoo's respective sponsored links programs “clearly
satisfy the Lanham Act's ‘use’ requirement.” Id. at 323.
See also International Profit Associates, Inc. v. Paisola, 461
F.Supp.2d 672, 677 n. 3 (N.D.I11.2006) (citing Buying for
the Home and stating that “[t]he law in the Seventh Circuit
is silent on whether the use of a trademark as a keyword
in an online search program such as Google's Adwords is
a use ‘in commerce’ under the Lanham Act as required
to establish a claim, but other courts have determined
that purchasing a trademarked term as a ‘keyword’ for
Google Adwords program meets the Lanham Act's use
requirement.”).

*4 Unreported decisions from district courts in
Minnesota and Delaware reached the same result as that
reached by the New Jersey courts. Edina Realty, Inc.
v. The M LSOnline. Com, 2006 WL 737064 (D.Minn.2006)
(not published in F.Supp.2d) involved a real estate broker
that had purchased the trademarked name of a competitor
as a keyword search term from Google and Yahoo.
Citing Brookfield Communs., Inc. v. W. Coast Entm't
Corp., 174 F.3d 1036, 1064 (9th Cir.1999) (hereinafter,
Brookfield ), the court concluded that “[w]hile not a
conventional ‘use in commerce,” defendant nevertheless
uses the Edina Realty mark commercially.... Based on the
plain meaning of the Lanham Act, the purchase of search
terms is a use in commerce.” Id. J.G. Wentworth, S.S.C v.
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Settlement Funding LLC, 2007 WL 30115 (E.D.Pa.2007)
(slip copy) considered the sale of trademarks in Google's
AdWord's program. The court concluded that such use
“is not analogous to ‘an individual's private thoughts'
as defendant suggests. By establishing an opportunity to
reach consumers via alleged purchase and/or use of a
protected trademark, defendant has crossed the line from
internal use to use in commerce under the Lanham Act.”
Id. at *6.

b. Existing Ninth Circuit Precedent

In considering the persuasive value of these conflicting
authorities, this Court necessarily must be guided by the
holding of the leading Ninth Circuit case in this area,
Playboy Enterprises, Inc. v. Netscape Communications
Corp., 354 F.3d 1020 (9th Cir.2004) (hereinafter, Playboy
). That case involved a challenge to the practice of
“keying” sponsored banner ads to Playboy's trademarks
“playboy” and “playmate.” In discussing the affirmative
defenses raised by Netscape, the court emphasized the
facts that were not at hand:

[W]e are not addressing a situation in which a banner
advertisement clearly identifies its source with its
sponsor's name, or in which a search engine clearly
identifies a banner advertisement's source. We are
also not addressing a situation in which advertisers

or defendants overtly compare PEI's® products to a
competitor's-saying, for example “if you are interested
in Playboy, you may also be interested in the following
message from [a different, named company].” Rather,
we are evaluating a situation in which defendants
display competitors' unlabeled banner advertisements,
with no label or overt comparison to PEI, after Internet
users type in PEI's trademarks.

Id. at 1030.° The Court rejected the affirmative defenses
raised by Netscape, including the nominative use defense
upon which the district court had granted summary
judgment, and concluded that Playboy survived summary
judgment on the likelihood of confusion under the eight-
factor test articulated in A MF Inc. v. Sleekcraft Boats, 599
F.2d 431, 438-49 (9th Cir.1979).

The facts of the instant case differ from those of Playboy
in that Google identifies sponsored links as such, while
Playboy involved banner ads that were “confusingly
labeled or not labeled at all.” Playboy, 354 F.3d at

1023. ABWF implies in its opposition that Google does
not identify sponsored links: “although Google claims
publicly that its ads are conspicuous and differentiated
from its genuine search results, this is not necessarily
true.” Opposition 11. ABWF contends that Google has
developed a system that could apply a clear disclaimer
stating that the sponsored links are not necessarily
sponsored by the trademark owner. Id. However, ABWF
provides no evidence that contradicts Google's description
of the placement and identification of sponsored links.
The parties dispute whether the term “Sponsored Links” is
confusing, but there is no evidence that Google has failed
to identify sponsored links in keeping with its stated policy

of doing so 10 and the description of the practice it has
provided to this Court. Nor is there any evidence in the
record that Google permits purchasers of sponsored links
to use trademarked terms in their text or title when the
sponsor does not own the trademark. Nonetheless, the
Court concludes that it should follow GEICO and other
cases finding use in commerce on similar facts.

*5 As this Court observed in the March 30th Order,

it is not at all clear that
[the Ninth Circuit's] ultimate
conclusion [in Playboy ] that

the defendants' alleged “use” of
the plaintiff's trademarks was
“actionable' was not based on an
implicit, preliminary determination
of actionable trademark “use” in
the sense [at issue here]. If the
use were not actionable in [that]
sense, it is unclear why the court
would have undertaken a lengthy
and, by [Google and Third Party
Defendants'] apparent reading of the
case, wholly unnecessary likelihood-
of-confusion analysis. Moreover,
the possibility of such an implicit
determination does not appear to
have been precluded by the [Ninth
Circuit's] observation that there was
“[n]o dispute™ as to whether [Google
and Third Party Defendants] had
“used the marks in commerce,” as
the accompanying footnote suggests
that the observation concerned only
the jurisdictional requirement of use
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>

“in commerce” and not the separate
requirement of trademark “use.”

March 30th Order 14. The Court concluded that it need
not address this argument or Google's effort to distinguish
Playboy on the basis that Playboy involved unidentified
advertisements because there were relevant facts not
before the Court at the motion to dismiss stage. Id. at
15. In light of the undisputed facts now in the record, the
Court must determine whether Playboy makes an implicit
finding of trademark use in commerce in the manner at
issue here. The Court concludes that it does.

Both the majority and concurring opinions in Playboy
focus on the likelihood-of-confusion analysis, indicating
the Ninth Circuit's sense of where the legal issue in that

case lay. 1 Nothing in the majority's discussion of the
relevant facts suggests that it questioned whether the
plaintiff had shown that there was a use of its trademark

in commerce. See Playboy, 354 F.3d at 1030. 12 The
concurring opinion, which appears to have anticipated
a case similar to the instant action, also appears to
have assumed trademark use and also focused directly
on likelihood-of-confusion analysis: “I do not think it
is reasonable to find initial interest confusion when a
consumer is never confused as to source or affiliation, but
instead knows, or should know, from the outset that a
product or web link is not related to that of the trademark
holder because the list produced by the search engine
so informs him.” Id. at 1034-35 (Berzon, J., concurring).
Judge Berzon does not identify “use in commerce” as an
open front in this area of law or suggest that remains
a question for a later date. Instead, she suggests that
future Ninth Circuit decisions should address the viability
of existing Ninth Circuit precedent on the scope of the
initial interest confusion doctrine “should the labeled
advertisement issue arise later.” Id. at 1036

Brookfield, the principal case relied upon by the Playboy
majority, involved “metatags,” terms on a webpage that
are invisible to a consumer, but seen by a search engine.
The plaintiffs alleged that Defendants used trademarks
as metatags in an effort to draw traffic to their site and
away from that of the holder of the trademarks. The Ninth
Circuit concluded that “using a competitor's trademark
in the metatags of [a] website is likely to cause what we
have described as initial interest confusion. These forms
of confusion are exactly what the trademark laws are
designed to prevent.” Id. at 1066. Asit did later in Playboy,

the Ninth Circuit focused its analysis on initial interest
confusion and did not question whether the metatags were
used in commerce in the sense at issue here. Brookfield, like
Playboy, suggests that the Ninth Circuit would assume use
in commerce here.

*6 This Court thus concludes, as did the courts in
GEICO, 800-JR Cigar, Humble Abode, Edina Realty,
and Wentworth, that the sale of trademarked terms in
the AdWords program is a use in commerce for the
purposes of the Lanham Act. While the Second Circuit's
decision in /-800 Contacts and the subsequent district
court decisions may cause the Ninth Circuit to consider
this issue explicitly, the lengthy discussions of likelihood
of confusion in Brookfield and Playboy would have
been unnecessary in the absence of actionable trademark
use. Accordingly, while Google's analogies to trademark
infringements outside the digital realm are attractive, the
Court will deny Google's motion for summary judgment
to the extent that it is brought on the basis of an asserted
absence of trademark use.

2. Enforceability of “American Blinds” Trademark

Google next contends that ABWF's claims pertaining to
the “American Blinds” mark are not viable because that
mark is not enforceable. Google asserts that “American
Blinds” was not registered at the time the present action
was commenced, that ABWF is not entitled to the
statutory presumption of validity and exclusive rights
granted by 15 U.S.C. § 1115, that it cannot prove
secondary meaning of “American Blinds,” and that
ABWF's recent use of “American Blinds” is only a

litigation ploy. 13

The “American Blinds”'* mark was registered in the
United States Patent and Trademark Office on September
26, 2006. 15 U.S.C. § 1115(a) provides that registration
of a mark is “prima facie evidence of the validity of
the registered mark and of the registration of the mark,
of the registrant's ownership of the mark, and of the
registrant's exclusive right to use the registered mark in

commerce.” > The presumption of ownership under 15
U.S.C. § 1115(a) attaches at the date of the filing of
the application for federal registration. Sengoku Works
Ltd. v. RMC International, LTD., 96 F.3d 1217, 1219-20
(9th Cir.1996). ABWF applied for the “American Blinds”
mark on April 9, 2004. Hamm Decl. Ex. 1. Google
cites case law from the Third Circuit indicating that
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if registration occurs after the first allegedly infringing
use commences, the presumption does not apply and
the plaintiff must establish that it holds an enforceable
common-law trademark. Motion 15 (citing Commerce
Nat'l Ins. Servs., Inc. v. Commerce Ins. Agency, Inc., 214
F.3d 432 (3d Cir.2000)). ABWF has identified no contrary
Ninth Circuit authority. ABWF's counterclaim alleging
infringement was filed one month after the registration
date, and the first alleged infringement occurred prior
to registration. Accordingly, the Court considers whether
ABWF has provided evidence of a enforceable common-
law interest in the mark “American Blind.”

The parties dispute the nature of the term “American
Blind.” “Trademark law groups
categories: (1) generic, (2) descriptive, (3) suggestive, and
(4) arbitrary or fanciful.” Japan Telecom, Inc. v. Japan
Telecom America Inc., 287 F.3d 866, 872 (9th Cir.2002)
(internal quotation marks omitted). Google asserts that
“American Blind” is descriptive. ABWF claims that
“American Blind” is “inherently distinctive,” or, in other
words, suggestive, or arbitrary or fanciful. See Yellow Cab
Co. Of Sacramento v. Yellow Cab Co. Of Elk Grove, Inc.,
419 F.3d 925, 926 (9th Cir.2005). “Descriptive terms ...
describe a person, a place or an attribute of a product.” Id.
(internal quotation marks and ellipses omitted). However,
ABWF does not point to evidence sufficient to create a
triable issue of fact as to whether the mark “American
Blind” is inherently distinctive. Rather, like the mark
“Japan Telecom” in the case of that name, “American
Blind” is descriptive.

terms into four

*7 A descriptive common-law mark must acquire
secondary meaning to become enforceable. See e.g. Norm
Thompson Outfitters, Inc. v. General Motors Corp., 448
F.2d 1293, 1299 (9th Cir.1971); Japan Telecom, 287
F.3d at 873. “In evaluating the sufficiency of evidence
of secondary meaning, [the Ninth Circuit looks] to a
number of factors, including (1) whether actual purchasers
of the product bearing the claimed trademark associate
the trademark with the producer, (2) the degree and
manner of advertising under the claimed trademark, (3)
the length and manner of use of the claimed trademark,
and (4) whether use of the claimed trademark has
been exclusive.” Id. (internal quotation marks omitted).
The Court concludes that ABWF has not produced
sufficient evidence to allow a reasonable trier of fact to
conclude that “American Blinds” has acquired secondary
meaning. The evidence provided by ABWF either is

dated after the first alleged infringement or is undated.
ABWETF offers general declarations regarding the strength
of its combined marks, but it fails to provide any
detailed information regarding the use of the “American
Blinds” mark. Accordingly, the Court will grant summary
judgment to the extent that ABWF's claims are based
on the alleged “American Blinds” mark. Because ABWF
treats the alleged “American Blind” mark as equivalent
to the alleged “American Blinds” mark and because the
record reflects a similar absence of evidence of its inherent
distinctiveness or secondary meaning, the Court also will
grant summary judgment in favor of Google to the extent
that the claims are based on the alleged “American Blind”
mark.

3. Trademark Infringement and Confusion
Google moves for summary judgment on the ground
that ABWF cannot prove a likelihood of confusion with

respect to any of the asserted marks. 16 ABWF argues that
it can prove a likelihood of confusion and appears to base
its arguments on the initial interest confusion doctrine.

“The core element of trademark infringement is whether
the similarity of the marks is likely to confuse customers
about the source of the products....
confusion occurs when the defendant uses the plaintiff's
trademark in a manner calculated to capture initial
consumer attention, even though no actual sale is finally
completed as a result of the confusion.” Interstellar
Starship Services, Ltd. v. Epix, Inc., 304 F.3d 936, 941
(9th Cir.2002) (internal citations and quotation marks
omitted). Likelihood of confusion is a mixed question
of law and fact. Levi Strauss & Co. v. Blue Bell, Inc.,
778 F.2d 1352, 1355-56 (9th Cir.1985). “To evaluate
the likelihood of confusion, including initial interest
confusion, the so-called Sleekcraft factors provide non-
exhaustive guidance.” Id. Those factors are:

Initial interest

1. strength of the mark;

2. proximity of the goods;

3. similarity of the marks;

4. evidence of actual confusion;
5. marketing channels used;

*8 6. type of goods and the degree of care likely to be
exercised by the purchaser;
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7. defendant's intent in selecting the mark; and
8. likelihood of expansion of the product lines.

AMF Inc. v. Sleekcraft Boats, 599 F.2d 341, 348-49
(9th Cir.1979). The Ninth Circuit has “cautioned that
district courts should grant summary judgment motions
regarding the likelihood of confusion sparingly, as
careful assessment of the pertinent factors that go into
determining likelihood of confusion usually requires a full
record.” Thane Intern., Inc. v. Trek Bicycle Corp., 305 F.3d
894, 901-02 (9th Cir.2002).

Google argues that actions of participants in AdWords
should not be treated as actions of Google: “As for
Google, none of the Sleekcraft factors apply.” Reply
15. However, the Ninth Circuit applied the Sleekcraft
factors to Netscape in Playboy. The court concluded
that Playboy could proceed past the summary judgment
stage on either a direct or a contributory infringement
theory, Playboy, 354 F.3d at 1024, and it weighed the
Sleekcraft factors as if Netscape were responsible for
the competitors' advertisements. Playboy, 354 F.3d at
1026-29. The existence of labels on Google's “Sponsored
Links” may be relevant to the question of whether a
consumer is confused for the purposes of trademark
law, but the Court sees no reason why that difference
between this case and Playboy should cause it to apply the
Sleekcraft factors differently in the instant case.

As in Playboy, evidence of confusion is the most
significant issue in applying the Sleekcraft factors in the
instant case. See Playboy, 354 F.3d at 1026 (“The expert
study PEI introduced establishes a strong likelihood of
initial interest confusion among consumers. Thus, factor
four alone probably suffices to reverse the grant of
summary judgment.”). ABWF offers the report of its
expert, Alvin Ossip, as evidence of actual confusion.
The report finds that twenty-nine percent of respondents
falsely believed, after being shown a Google search results
page for the entry “American Blinds,” that “Sponsored
Links” appearing on that page were affiliated with

ABWF. Opposition 28, Ossip Study 7. 17 Google attacks
the methodology and execution of the survey on multiple
bases, arguing that the survey has no probative value.

The Ninth Circuit has explained that a survey may be
admitted as long as it is conducted according to accepted
principles and is relevant. Wendt v. Host International,

Inc., 125 F.3d 806, 814 (9th Cir.1997). “Technical
unreliability goes to the weight accorded to a survey, not
its admissibility,” and that the better course for a district
court in such a situation is to “admit the survey and
discount its probative value.” Prudential Insurance Co. .,
v. Gibraltar Financial Corp., 694 F.2d 1150, 1156 (9th
Cir.1982). Admissibility of a survey is a question of law:

Treatment of surveys is a two-
step process. First, is the survey
admissible? That is, is there a
proper foundation for admissibility,
and is it relevant and conducted
according to accepted principles?
This threshold question may be
determined by the judge. Once the
survey is admitted, however, follow-
on issues of methodology, survey
design, reliability, the experience
and reputation of the expert, critique
of conclusions, and the like go to the
weight of the survey rather than its
admissibility. These are issues for a
jury or, in a bench trial, the judge.

*9  Clicks Billiards, Inc. v. Sixshooters, Inc., 251 F.3d
1252, 1263 (9th Cir.2001).

Google offers two principal critiques of the Ossip study:
that it lacks a control group and that it studied confusion
only as to the “American Blinds” mark, which does not
appear on any actual products, and, as discussed above,

is not enforceable. !® The lack of a control in the study
clearly reduces its probative value, but Google cites no
authority holding that such a deficiency is sufficient to
render the survey inadmissible as a matter of law. Nor
does Google point to any authority holding that a study
must include all of a party's contested marks in order
for it to be relevant evidence of confusion as to each
mark. Two of the registered marks that remain at issue in
the litigation, “American Blind Factory” and “American
Blind & Wallpaper Factory,” are similar to “American
Blinds.” Evidence of confusion stemming from Google's
use of “American Blinds” thus has at least some relevance
to the question of whether there is confusion stemming
from Google's use of these two marks. The remaining
mark at issue in the litigation, “Decoratetoday,” does not
bear any similarity to “American Blinds.” Accordingly,
the Court concludes that the Ossip study is relevant
and admissible only to the extent that ABWF's claims
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are based upon the marks “American Blind Factory”
and “American Blind & Wallpaper Factory,” and not
to the extent that the claims are based upon the mark
“Decoratetoday.”

Four of the remaining Sleekcraft factors support a finding
that there is sufficient evidence to create a triable issue of
fact regarding the likelihood of confusion. First, the goods
offered by competitors linked to by “Sponsored Links”
as a result of the purchase of trademarks as keywords are
in close proximity with those offered by ABWF. Second,
the terms sold by Google in the AdWords program are
the trademarked terms, so they are exactly similar to the

marks at issue. 1 Third, ABWF has introduced evidence
that a low degree of consumer care should be expected of
internet consumers and that many cannot identify which

results are sponsored. See Garrity Decl. Ex. L. 20 Fourth,
the evidence suggests that Google used the mark with the
intent to maximize its own profit, so the intent factor
favors ABWF. With respect to the final relevant Sleekcraft
factor, the evidence before the Court suggests that the
strength of the marks is ambiguous.

Having considered the Sleekcraft factors, the Court
concludes that ABWF has produced sufficient evidence of
likelihood of confusion to withstand Google's motion for
summary judgment as to the “American Blind Factory”

and “American Blind & Wallpaper Factory” marks. 21
While the Ossip study does not provide evidence relevant
to the “Decoratetoday” mark, the Court concludes that
the evidence pertaining to the remaining Sleekcraft factors
provides a sufficient basis for denying summary judgment

as to this mark as well.>> The lack of relevant survey
evidence pertaining to the “Decoratetoday” mark may
make it harder for ABWF to convince a jury of the
likelihood of confusion surrounding Google's use of that
mark, but the Court may not grant summary judgment on
that basis alone.

]

*10 As discussed above in the context of trademark
use, the future application of the initial interest confusion
doctrine to identified, sponsored links is an unsettled
question in the Ninth Circuit. Judge Berzon's concurrence
in Playboy suggests that the doctrine would reach such
situations and criticizes such a result:

As applied to this case, Brookfield
might suggest that there could be a
Lanham Act violation even if the

banner advertisements were clearly
labeled, either by the advertiser or by
the search engine. I do not believe
that to be so. So read, the metatag
holding in Brookfield would expand
the reach of initial interest confusion
from situations in which a party
is initially confused to situations in
which a party is never confused.
I do not think it is reasonable to
find initial interest confusion when
a consumer is never confused as
to source or affiliation, but instead
knows, or should know, from the
outset that a product or web link is
not related to that of the trademark
holder because the list produced by
the search engine so informs him.

Playboy, 354 F.3d at 1034-35 (Berzon, J. concurring).
However, even if this Court were to treat Judge Berzon's
concurrence as controlling law, which it cannot, it would
still have to determine whether a consumer “knows or
should know, from the outset” that the sponsored link
is not related to ABWF, the trademark holder. It is
undisputed that Google identifies “Sponsored Links,” but
the reasonable response of a consumer to these links
remains a disputed issue of fact.

4. Trademark Dilution
ABWEF also brings claims for trademark dilution under

Section 43(c) of the Lanham Act, 15 U.S.C. § 1125(c), >
and Cal. Bus. & Prof.Code § 14330. Google argues that
ABWF's dilution claims fail because ABWF has not
presented evidence that its marks are famous.

The Lanham Act creates a right of action for dilution of a

famous mark 2% as does the California dilution statute. 2>
Under the Lanham Act,

a mark is famous if it is widely recognized by the
general consuming public of the United States as a
designation of source of the goods or services of the
mark's owner. In determining whether a mark possesses
the requisite degree of recognition, the court may
consider all relevant factors, including the following:
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(i) The duration, extent, and geographic reach of
advertising and publicity of the mark, whether
advertised or publicized by the owner or third
parties.

(i1)) The amount, volume, and geographic extent of
sales of goods or services offered under the mark.

(iii) The extent of actual recognition of the mark.

(iv) Whether the mark was registered under the Act
of March 3, 1881, or the Act of February 20, 1905,
or on the principal register.

15 U.S.C. § 1125(c)(2)(A). “The Ninth Circuit has made
it clear that the protection afforded by California's anti-
dilution statute extends only to highly distinctive, well-
known marks.” Metro Pub., Ltd. v. San Jose Mercury
News, Inc., 861 F.Supp. 870, 881 (N.D.Cal.1994).
*11 ABWEF has not conducted a fame survey, but its
failure to perform such a survey is not dispositive of
the question before the Court. ABWF presents evidence
of fame in the form of declarations that the marks
(1) have been used in advertising and publicity for an
extended period of time in a broad geographic area;
(2) have been on a large amount of goods sold under
the mark; and (3) have been registered. The evidence
is contained in the declaration of Jeffrey Alderman,
Director of Business Development and E-Commerce
for ABWF. Google objects to that declaration on

multiple grounds. 26 Assuming without deciding that the
declaration is admissible, the Court concludes that that
ABWF has not produced sufficient evidence to allow a
reasonable trier of fact to conclude that ABWF's marks
are famous or distinctive as required under either the

federal or the state dilution statute. >’ Accordingly the
Court will grant summary judgment on ABWF's third and
fourth claims.

5. Unclean Hands

Google contends that all of ABWF's claims are barred
by the unclean hands doctrine because ABWF engages
in the same conduct that it alleges, namely purchasing
the trademarks of its competitors as keywords under the
AdWords program. The Ninth Circuit has explained that:

Footnotes

Unclean hands ... does not stand as a defense that
may be properly considered independent of the merits
of the plaintiff's claim-such as the defenses of the
statute of limitations or the statute of frauds.... In
the interests of right and justice the court should
not automatically condone the defendant's infractions
because the plaintiff is also blameworthy, thereby
leaving two wrongs unremedied and increasing the
injury to the public. Rather the court must weigh the
substance of the right asserted by plaintiff against the
transgression which, it is contended, serves to foreclose
that right. The relative extent of each party's wrong
upon the other and upon the public should be taken into
account, and an equitable balance struck. The ultimate
decision is whether the deception actually caused by
plaintiff ‘as compared with the trading methods of the
defendant warrant punishment of the plaintiff rather
than of the defendant.’

Republic Molding Corp. v. B.W. Photo Utilities, 319 F.2d
347, 350 (9th Cir.1963). The Court has considered the
equities involved in this case and concludes that the
doctrine of unclean hands does not bar ABWF's claims.
ABWF has submitted evidence of its willingness to enter
into agreements with competing companies to refrain
from buying each other's trademarks as keywords under
the AdWords program. In addition, the large number
of businesses and users affected by Google's AdWords
program indicates that a significant public interest exists
in determining whether the AdWords program violates
trademark law.

IV. ORDER

Good cause therefor appearing, IT IS HEREBY
ORDERED that Google's motion for summary judgment
is GRANTED as to ABWF's third and fourth claims,
and to the extent that other claims are based upon the
“American Blind” and “American Blinds” marks. The
motion is DENIED as to the remaining claims.

All Citations

Not Reported in F.Supp.2d, 2007 WL 1159950

1 This disposition is not designated for publication and may not be cited.
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Google moved for terminating sanctions on the same date. On February 12, 2007, the Court referred that motion to
Magistrate Judge Seeborg.
15 U.S.C. § 1127 defines “use in commerce”:
“The term ‘use in commerce’ means the bona fide use of a mark in the ordinary course of trade, and not made merely
to reserve a right in a mark. For purposes of this chapter, a mark shall be deemed to be in use in commerce-
(1) on goods when-
(A) itis placed in any manner on the goods or their containers or the displays associated therewith or on the tags
or labels affixed thereto, or if the nature of the goods makes such placement impracticable, then on documents
associated with the goods or their sale, and
(B) the goods are sold or transported in commerce, and
(2) on services when it is used or displayed in the sale or advertising of services and the services are rendered in
commerce, or the services are rendered in more than one State or in the United States and a foreign country and the
person rendering the services is engaged in commerce in connection with the services.”
The court does not identify the specific program run by Google, but it appears to be the AdWords program.
The 1-800 Contacts case was decided after the issuance of the March 30th Order.
The court reaffirmed its decision on a subsequent motion for reconsideration. See Merck & Co., Inc. v. Mediplan Health
Consulting, 431 F.Supp.2d 425, 427 (S.D.N.Y.2006) (“For the reasons stated in the Opinion, | conclude that defendants'
purchase from Google and Yahoo of the right to have their websites displayed as ‘sponsored links' when a computer user
searches the keyword ‘Zocor’ does not constitute trademark use.”). The court also expanded on its opinion, explaining:
“When a computer user typed in the keyword Zocor, she would be offered, by virtue of the internal search engine
processes, sponsored links to defendants' websites, in addition to the actual websites generated by the search engine
program using neutral and objective criteria. This internal use of the keyword ‘Zocor’ is not use of the ZOCOR mark to
indicate source or sponsorship. It may be commercial use, in a general sense, but it is not trademark use. Indeed, if
anything, keywording is less intrusive than pop-up ads as it involves no aggressive overlaying of an advertisement on
top of a trademark owner's webpage.” Id. at 428.
Rescuecom involved a challenge to the “AdWords” program.
Playboy Enterprises Inc.
In a footnote, the Court observed that clearly identifying a banner ad's source “might eliminate the likelihood of confusion
that exists in this case.” Id. at n. 43.
The parties dispute whether Google defines “Sponsored Links” anywhere on its website. The Court need not resolve that
issue for the purposes of the present discussion.
The Court does not suggest that “use in commerce” does not remain an independent and necessary requirement of
trademark infringement. See Motion 9 (citing Karl Storz Endoscopy-America, Inc. v. Surgical Techs., Inc., 285 F.3d 848,
855-56 (9th Cir.2002)).
Instead, the majority stated that where “[t]he Internet user [reaches] the [competitor's] site because of [the competitor's]
use of [a] mark [to key unlabelled banner ads, s]uch use is actionable.” Id. at 1026.
Elsewhere, Google asserts that “ABWF's claims that Google infringes its two purported common law marks-‘American
Blind’ and ‘American Blinds'-must fail because ABWF cannot prove that it has any rights in those marks.” Motion 2.
The Court also has considered Google's limited references to the asserted unenforceability of the “American Blind” mark,
and concludes that these references were sufficient to inform the Court of the basis of the motion and to give notice
thereof to ABWF. ABWF also treats the single and plural versions of this mark as interchangeable for the purposes of this
action. See Answer and Counterclaim § 17 (“Since at least as early as 1986, and long prior to the acts of the Defendants
complained of herein, American Blind adopted and used, and has continued to use, the names and marks AMERICAN
BLIND and AMERICAN BLINDS (hereinafter collectively identified as “AMERICAN BLIND”) in connection with home
decorating products and related services which have been offered for sale and sold in interstate commerce in the United
States, including the State of California.”).
A mark becomes incontestable under 15 U.S.C. § 1065 after five years of continuous use since registration and after
conformance with the procedures identified in that section. Such an incontestable mark becomes conclusive evidence
of the registrant's ownership of and exclusive right to use the mark. 15 U.S.C. § 1125(b). ABWF does not assert that it
registered the mark more than five years ago.
As discussed above, the Court will grant summary judgment in favor of Google to the extent that ABWF bases its counter-
complaint on the “American Blind” or “American Blinds” marks. Three other marks are listed in ABWF's answer and
counter-complaint: “American Blind Factory,” “Decoratetoday,” and “American Blind & Wallpaper Factory.” ABWF also
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refers to the mark “American Blind & Wallpaper” in opposition to Google's motion, Opposition 5-6, but that mark does
not appear in the answer and counter-complaint.
The Ossip study is Exhibit O to the Hamm Declaration in support of summary judgment.
Google also criticizes the study for affirmatively choosing as respondents people who had claimed to have heard of
“American Blinds” products; over-counting confusion among study participants; failing to replicate real-life conditions as
closely as possible; and failing to use a blind-panel to categorize responses. The Court concludes that each of these
challenges goes to weight rather than the admissibility of the survey.
The Ninth Circuit explained in GoTo.com, Inc. v. Walt Disney Co., 202 F.3d 1199 (9th Cir.2000) that, “in the context of
the Web [] the three most important Sleekcraft factors are (1) the similarity of the marks, (2) the relatedness of the goods
or services, and (3) the simultaneous use of the Web as a marketing channel.” Id. at 1205 (quotation marks omitted). The
first two elements of this “internet trinity,” see Interstellar Starship Services, 304 F.3d at 942, are present in the instant
case and the third, the marketing channels factor has little weight in this particular inquiry. See Playboy, 354 F.3d at 1028
(“PEI and the advertisers use identical marketing channels.... Given the broad use of the Internet today, the same could
be said of countless companies. Thus, this factor merits little weight.”).
The Ninth Circuit also explained in Playboy that where, as here, “the advertisers' goods and [the goods of the company
alleging infringement] are already related,” the likelihood of expansion of product lines factor is “irrelevant.” Id. at 1029.
The cited study is not specific as to the search engine used, but this does not deprive it of probative value with respect
to this Sleekcraft factor.
Google argues that ABWF cannot succeed on its trademark infringement action because it has not produced any evidence
showing that a user landing on the page linked to by the “Sponsored Link” cannot “readily see that it not what she sought”
and contends that such “momentary confusion before she clicks the back button cannot suffice to support a claim for
damages.” Motion 25. That is not the law of the Ninth Circuit.
Google suggests that Playboy involved users who “having typed ‘Playboy’ into their search engine, were presented with
an unlabelled banner ad on the search-results page that led them to believe that they had in fact arrived at Playboy's
website.” Motion 24 (emphasis in original). However, the opinion in Playboy does not state that the users thought
they had landed on Playboy's site or that it is a requirement of the initial interest confusion doctrine that they have
had such a thought. Instead, the court said: “[M]any of the advertisements instruct users to ‘click here.” Because of
their confusion, users may follow the instruction, believing they will be connected to a PEI [Playboy] site. Even if they
realize ‘immediately upon accessing’ the competitor's site that they have reached a site ‘wholly unrelated to’ PEI's,
the damage has been done: Through initial consumer confusion, the competitor ‘will still have gained a customer by
appropriating the goodwill that [PEI] has developed in its [ ] mark.” Id. at 1025 (emphasis added). Accordingly, the
Court will not grant summary judgment to Google on the basis of ABWF's asserted failure to examine the website to
which the “Sponsored Links” connect.
Likelihood of confusion tests articulated by the Ninth Circuit are intended to serve as a “non-exclusive series of factors
that are helpful in making the ultimate factual determination.” Eclipse Associates Ltd. v. Data General Corp., 894 F.2d
1114, 1118 (9th Cir.1990). The eight-factor Brookfield test is “pliant, and the relative import of each factor is case specific.”
Interstellar Starship Services, 304 F.3d at 942. The Court concludes that in the instant case, the absence of evidence of
actual confusion regarding the “Decoratetoday” mark is insufficient alone to support a grant of summary judgment when
other factors weigh against a grant of summary judgment.
Also known as the Federal Trademark Dilution Act (“FTDA”").
“Subject to the principles of equity, the owner of a famous mark that is distinctive, inherently or through acquired
distinctiveness, shall be entitled to an injunction against another person who, at any time after the owner's mark has
become famous, commences use of a mark or trade name in commerce that is likely to cause dilution by blurring or dilution
by tarnishment of the famous mark, regardless of the presence or absence of actual or likely confusion, of competition,
or of actual economic injury.” 15 U.S.C. § 1125(c)(1).
Google notes that 15 U.S.C. § 1125 was amended in October 2006. See Pub.L. 109-312, § 2, 120 Stat. 1730 (Oct.
6, 2006). The earlier version of the act did not include a reference to “the general consuming public” and enumerated
eight non-comprehensive factors that a court could consider in determining fame. Google contends that prospective,
injunctive relief must be governed by the updated act, and that any damages must be sought under the previous
version of the act.
“Likelihood of injury to business reputation or of dilution of the distinctive quality of a mark registered under this chapter, or
a mark valid at common law, or a trade name valid at common law, shall be a ground for injunctive relief notwithstanding
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the absence of competition between the parties or the absence of confusion as to the source of goods or services.” Cal.
Bus. & Prof.Code § 14330.

26  ABWF filed further exhibits in support of its opposition on the eve of oral argument and shortly thereafter. ABWF describes
these exhibits as supplying the evidence that Alderman summarizes in his declaration. See Response to Objections to
Alderman Declaration 2. However, the exhibits do not provide support for ABWF's arguments beyond that provided by
the Alderman declaration.

27 The Court need not determine which version of the Lanham Act governs the various aspects of ABWF's dilution claim.

End of Document © 2017 Thomson Reuters. No claim to original U.S. Government Works.
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Proceedings: IN CHAMBERS) ORDER
RE DEFENDANTS' MOTION FOR
SUMMARY JUDGMENT (DKT.136)

JOHN A. KRONSTADT, District Judge.

*1 Andrea Keifer Deputy Clerk

L. Introduction

Gravity Defyer Corporation (“Plaintiff” or “Gravity
Defyer”) brought this action in which Under Armour,
Inc. (“Under Armour™), certain retailers who are selling
Under Armour products, and Does 1 through 9
(collectively, “Defendants”) are named as defendants.
Second Amended Complaint (“SAC”), Dkt. 68. Plaintiff
markets and sells an athletic shoe using the trademark “G
Defy®”. Under Armour markets and sells several styles
of athletic shoes using the trademark “Micro G®”. One
style of shoes sold under the “Micro G®” trademark is
called “Defy”. That shoe is advertised and sold under
the name “Micro G® Defy.” Plaintiff contends that
the use of the Under Armour “Micro G®” trademark
in combination with the word “Defy” to create the
name “Micro G® Defy” has caused consumer confusion.

Thus, it contends that certain consumers have believed
either that Defendants' shoe is the same as the Gravity
Defyer “G Defy®” shoe or has been produced with
the permission of Plaintiff. Plaintiff asserts claims for
trademark infringement, unfair competition and false
designation of origin in violation of the Lanham Act, 15
U.S.C. § 1051 et seq. Id.

On April 22, 2014, Defendants filed a Motion
for Summary Judgment (the “Motion”). The Court
conducted a hearing on the Motion on June 30, 2014,
and took the matter under submission. Dkt. 168. For the
reasons set forth in this Order, the Motion is DENIED.

1. Factual Background

Plaintiff and Defendants both engage in advertising and
online sales of athletic shoes. Dkt. 156-1, § 35. On
February 16, 2010, Plaintiff obtained a federal registration
for the trademark “G Defy” in connection with the sale of
shoes. Dkt. 68, Exh. A. The federal registration states that
the “first use in commerce” of the mark by Plaintiff was on
March 15, 2009. Id. Plaintiff claims in its advertisements
that its “G Defy” shoe can “relieve discomfort,” “improve
your health,” and “energize your life.” Dkt. 1561, § 22.
Plaintiff advertises the “G Defy” shoe through various
print publications, mail-order catalogs, television and
radio programs, social media and online advertisements.
Id. at 9 32-33. The retail price of Plaintiff's G Defy shoe
ranges from $89 to $145 per pair. Id. at 9 36.

In 2010, Under Armour obtained a federal registration for
the trademark “Micro G” in connection with the sale of
shoes. Id. at § 1. In 2012, Defendants began selling and
advertising the “Under Armour Micro G® Defy” shoe. Id.
at 9 40. Plaintiff contends that the “brand name” of the
Under Armour shoe is “Micro G Defy.” Id. Defendants
respond as follows: (i) “Under Armour” is the brand
name; (i) “Micro G®” is the line name; and (iii) “Defy”
is the style name. /d. Since 2010, Defendants have used
the “Micro G®” mark in connection with more than
600 separate “styles” of athletic shoes. Id. For example,
in addition to the “Under Armour Micro G® Defy”
shoe, Under Armour sells the “Under Armour Micro G®
Defend” shoe, the “Under Armour Micro G® Gridiron”
shoe and the “Under Armour Micro G® Ignite” shoe.
Dkt. 136, at 3.

*2 In their advertising, Defendants claim that the “Micro
G Defy” shoe contains special soles that provide “more
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protection underfoot,” “turn [ ] cushioned landings into
explosive takeoffs,” and “help[ ] rebound your heel-strike
energy, creating forward momentum.” Dkt. 156-1, q 23.
Defendants advertise the shoe on various media outlets.
They also have contracted “to have a link to [Under
Armour's] website appear when an internet search was
performed for certain key words,” including “micro g
defy.” Id. at q 6. Beginning in 2012, when a user entered
the search terms “g defy” into an online search engine
such as Google, both the Under Armour “Micro G Defy”
shoe and Plaintiff's “G Defy” shoe appeared in the search
results. Dkt. 156-1, 9] 26.

Plaintiff contends that, because of the similarity between
the names of the products sold by the parties, consumers
are likely to be, and have been, confused as to the
affiliation, connection or association of Defendants and
Plaintiff, and as to the origins of their respective products.
Dkt. 68, q 36. As a result, Plaintiff contends it is entitled
to “damages including for diverted sales subject to proof
at trial.” Id. at Y 33, 38.

1. Analysis

A. Legal Standard

A motion for summary judgment will be granted where
“the pleadings, depositions, answers to interrogatories,
and admissions on file, together with the affidavits, if any,
show that there is no genuine issue as to any material fact
and that the moving party is entitled to a judgment as
a matter of law.” Fed.R.Civ.P. 56(c). The party seeking
summary judgment bears the initial burden to show the
basis for its motion and to identify those portions of the
pleadings and discovery responses that demonstrate the
absence of a genuine issue of material fact. See Celotex
Corp. v. Catrett, 477 U.S. 317, 322, 106 S.Ct. 2548, 91
L.Ed.2d 265 (1986). Where the moving party will have
the burden of proof on an issue at trial, the movant must
affirmatively demonstrate that no reasonable trier of fact
could find other than for the moving party. Where the
nonmoving party will have the burden of proof on an
issue, however, the movant need only demonstrate that
there is an absence of evidence to support the claims of
the nonmoving party. See id. If the moving party meets
its initial burden, the nonmoving party must set forth
“specific facts showing that there is a genuine issue for
trial.” Anderson v. Liberty Lobby, Inc., 477 U.S. 242, 250,
106 S.Ct. 2505, 91 L.Ed.2d 202 (1986); Fed. R. Civ. Proc.
56(e).

Only admissible evidence may be considered in connection
with a motion for summary judgment. Fed.R.Civ.P.
56(e). In considering such a motion, a court is not to
make any credibility determinations or weigh conflicting
evidence. All inferences are to be drawn in the light
most favorable to the nonmoving party. See T.W. Elec.
Serv., Inc. v. Pac. Elec. Contractors Ass'n, 809 F.2d 626,
630-31 (9th Cir.1987). However, conclusory, speculative
testimony in declarations or other evidentiary materials
is insufficient to raise genuine issues of fact and defeat
summary judgment. See Thornhill Publ'g Co., Inc. v. GTE
Corp., 594 F.2d 730, 738 (9th Cir.1979).

*3 Trial courts often disfavor deciding trademark cases

on summary judgment because “the ultimate issue is so
inherently factual.” Click Billiards, Inc. v. Sixshooters,
Inc., 251 F.3d 1252, 1265 (9th Cir.2001). However,
“[a]lthough disfavored in trademark infringement cases,
summary judgment may be entered when no genuine issue
of material fact exists.” Surfvivor Media, Inc. v. Survivor
Prods., 406 F.3d 625, 630 (9th Cir.2005).

B. Application

“The core element of trademark infringement is the
likelihood of confusion, i.e., whether the similarity of the
marks is likely to confuse customers about the source
of the products.” Brookfield Commc'ns, Inc. v. West
Coast Entm't Corp., 174 F.3d 1036, 1053 (9th Cir.1999)
(internal quotations omitted). “The test for ‘likelihood of
confusion’ requires the factfinder to determine whether
a reasonably prudent consumer in the marketplace is
likely to be confused as to the origin of the good or
service bearing one of the marks.” Surfvivor Media, Inc.,
406 F.3d at 630 (internal quotation omitted). “What is
expected of this reasonably prudent consumer depends on
the circumstances.” Brookfield, 174 F.3d at 1060.

To analyze likelihood of confusion, courts generally
consider the following eight factors: (i) strength of the
plaintiff's mark; (ii) whether the goods are related; (iii)
similarity of the marks; (iv) evidence of actual confusion;
(v) marketing channels; (vi) degree of consumer care
in making purchasing decisions; (vii) the defendants'
intent; and (viii) likelihood of expansion. AMF Inc. v.
Sleekcraft Boats, 599 F.2d 341, 348-49 (9th Cir.1979);
Surfvivor Media, Inc., 406 F.3d at 631. “The Sleekcraft
factors are intended as an adaptable proxy for consumer
confusion, not a rote checklist.” Network Automation, Inc.
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v. Advanced Systems Concepts, Inc., 638 F.3d 1137, 1145
(9th Cir.2011). “Some factors are much more important
than others, and the relative importance of each individual
factor will be case-specific.” Brookfield, 174 F.3d at 1054.

In trademark infringement cases that involve online
advertisements and results generated by internet search
engines, the Ninth Circuit has held that the following
factors may be particularly relevant: (i) strength of the
plaintiff's mark; (ii) evidence of actual confusion; (iii)
“type of goods and degree of care likely to be exercised by
the purchaser”; and (iv) “labeling and appearance of the
advertisements and the surrounding context on the screen
displaying the results page.” Network Automation, Inc. .,
638 F.3d at 1154.

Plaintiff contends that there are genuine disputes of fact
with respect to several of the Sleekcraft factors. Each of

the factors is discussed below. |

1. The Strength of Plaintiff's Mark
The strength of a mark is examined to determine
the scope of trademark protection to which it is
entitled. Entrepreneur Media, Inc. v. Smith, 279 F.3d
1135, 1141 (9th Cir.2002). The strength of a mark
is determined by conceptual and commercial strength.
Network Automation, 638 F.3d at 1149. “Marks can
be conceptually classified along a spectrum of generally
increasing inherent distinctiveness as generic, descriptive,
suggestive, arbitrary, or fanciful.” Brookfield, 174 F.3d
at 1058. “A strong mark is inherently distinctive, for
example, an arbitrary or fanciful mark; it will be afforded
the widest ambit of protection from infringing uses.”
Sleekcraft Boats, 599 F.2d at 349. By contrast, “[a]
descriptive mark tells something about the product;
it will be protected only when secondary meaning is

shown.” Id. > “In between lie suggestive marks which
subtly connote something about the products. Although
less distinctive than an arbitrary or fanciful mark and
therefore a comparatively weak mark, a suggestive mark
will be protected without proof of secondary meaning.”
Id.

*4 Plaintiff concedes that its “G Defy” mark is
“suggestive, connoting that its shoes ‘defy gravity.” “ Dkt.
145, at 10. A suggestive mark conveys an impression of a
product, but requires a prospective purchaser to use some
imagination to reach conclusions about the nature of the

product. See, e.g., American Home Prods. Corp. v. Johnson
Chem. Co. Inc., 589 F.2d 103 (2d Cir.1978) (“Roach
Motel” insect trap is suggestive). Plaintiff's “suggestive”
“G Defy” mark is “inherently distinctive.” Accordingly,
it is protected without proof of secondary meaning.
However, “unlike arbitrary or fanciful marks which
are typically strong, suggestive marks are presumptively
weak.” Brookfield, 174 F.3d at 1058.

“[P]lacement within the conceptual distinctiveness
spectrum is not the only determinant of a mark's strength,
as advertising expenditures can transform a suggestive
mark into a strong mark.” Id However, Plaintiff has
not presented evidence showing that its “G Defy” mark
has obtained “commercial strength.” As to this issue,
Plaintiff relies on the declaration of its Co—President and
Chief Financial Officer, Paul Coleman. He states that
Gravity Defyer has spent “over $30 million in advertising
campaigns” since 2009 “to market its products.” Coleman
Dec'l, Dkt. 149, § 2. He also states that “Gravity
Defyer's gross sales from 2012-2013 are approximately
$32 million.” Id. However, he does not specify how much
of the advertising expenditures were for the promotion
of the “G Defy” shoe as opposed to other products. For
example, certain of Plaintiff's advertisements are for its
“gcomfort” shoe. See Coleman Dec'l, Exh. B, at 11. Nor
does he state how much of the $32 million in gross sales
was from sales of the “G Defy” shoe.

Commercial strength is based on “actual marketplace
recognition.” Brookfield, 174 F.3d at 1058. Plaintiff has
not presented any evidence as to marketplace recognition
of the “G Defy” mark. Defendants have presented the
results of a survey that they commissioned. It found that,
among prospective purchasers of athletic shoes, only 1.5%
(5 out of 336) were aware of “G Defy” as a brand of
athletic shoes. Dkt. 136-1, Anderson Dec'l, Exh. H, at
130. Among prospective purchasers of athletic shoes that
claim to protect joints from impact, only .9% (1 out of
108) of respondents were aware of the “G Defy” mark.
Id. Plaintiff contends that the survey used an improper
sample of the population and is unreliable. It argues that
“the proper universe is the potential buyers of the junior
user's goods or services.” Dkt. 145, at 13 (italics in original)
(citing Hutchinson v. Essence Commc'n, Inc., 769 F.Supp.
541, 559-60 (S.D.N.Y.1991)). Plaintiff's position is not
persuasive. The “appropriate universe should include a
fair sampling of those purchasers most likely to partake
of the alleged infringer's goods or services.” Brooks Shoe
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Mfg. Co. v. Suave Shoe Corp., 716 F.2d 854, 861 (11th
Cir.1983). “Where the senior and junior user's products
are of the same kind, the population of consumers is the

same.” Hutchinson, 769 F.Supp. at 546. 3

*5  Defendants' survey results are admissible,
uncontroverted evidence that Plaintiff's “G Defy” mark
has not achieved “actual market recognition” among
prospective consumers of either Plaintiff's or Defendants
products. Brookfield, 174 F.3d at 1058. Because the
“G Defy” mark is presumptively weak, and insufficient
evidence has been presented showing that it has obtained
“commercial strength,” there is presently no triable issue

of fact with respect to the strength of the mark.* This
factor weighs against Plaintiff's claims.

2. Whether the Goods are Related

“The standard for deciding whether the parties' goods or
services are ‘related’ is whether customers are ‘likely to
associate’ the two product lines.” Surfvivor Media, Inc.,
406 F.3d at 633 (quoting Dreamwerks Production Grp.,
Inc. v. SKG Studio, 142 F.3d 1127, 1131 (9th Cir.1998)).
“The proximity of goods is measured by whether the
products are: (1) complementary; (2) sold to the same
class of purchasers; and (3) similar in use and function.”
Network Automation, 638 F.3d at 1150.

Defendants contend that there are four material
differences between the “G Defy” and the “Micro G Defy”
shoes: (i) “[u]nlike Plaintiff, Under Armour does not claim
that its shoes provide any quasi-medical benefits”; (ii)
“Plaintiff does not sell shoes in children's sizes, while
Under Armour does”; (iii) “Under Armour does not
sell dress shoes like Plaintiff does”; and (iv) “Under
Armour does not sell shoes with springs.” Dkt. 136, at 16.
Defendants also contend that their shoes are targeted to
18 to 34—year—olds while Plaintiff's shoes are targeted to
35 to 55-year—olds. Dkt. 156-1, 9 25.

Despite these differences, there is a genuine issue of
fact with respect to whether the ordinary consumer is
likely to associate the two products. Both are advertised
as “athletic” shoes. Dkt. 136-4, Besselman Dec'l, § 2;
Dkt. 148, Coleman Dec'l, § 8. Both are also advertised
as providing a “bounce” or a “spring.” For example,
Plaintiff advertises the “G Defy” shoe as containing a
“trampoline sole” that “absorbs shock and propels you
forward, leaving you feeling energized and relaxed.” Dkt.

148, Coleman Dec'l, Exh. B, at 2. The Under Armour
“Micro G Defy” shoe is advertised as containing a sole
that is “bouncy” and “turns cushioned landings into
explosive takeoffs.” Dkt. 147-3, Lauson Dec'l, Exh. C, at
8, 17. And, although Alexander Elnekaveh, the founder
and chairman of Gravity Defyer, conceded that the “best
age demographic” for the “G Defy” shoe is 35-55-year—
olds, he states that the shoe is also sold to 20-35-year—
olds, and “the range of age for purchasers of the G Defy
athletic shoes is spread.” Elnekaveh Dec'l, Dkt. 148, Exh.
B, at 4, 6.

For these reasons, although the two products are not
identical, there are sufficient similarities between them to
raise a triable issue as to whether an ordinary consumer
would be “likely to associate” them. Surfvivor Media, Inc.,
406 F.3d at 633.

3. Similarity of the Marks

*6 Defendants contend that the two trademarks at issue
in this case are not similar. Dkt. 136, at 9. They argue that,
“[o]nly when the full name of the Under Armour product
[is used] does the ‘Micro G’ name come in proximity with
‘Defy.’ ... The full product name—Under Armour Micro
G® Defy—does not as a matter of law constitute ‘use’ of
Plaintiff's G Defy® mark” or a similar mark. Id. at 10.
Plaintiff argues that “it is likely that [consumers] would
not be able to differentiate the ‘Micro G’ as being the
footwear technology and ‘Defy’ as the style, especially
when the shoes are advertised as ‘Under Armour Micro
G Defy’ or ‘UA Micro G Defy.” “ Dkt. 145, at 8. Instead,
“[c]lonsumers are likely to think that ‘Micro’ is merely
a modifier of ‘G Defy,” especially since ‘Micro G Defy’
typically appeared without the ® between ‘Micro G’ and
‘Defy’ in Defendants' advertisements.” Id.

“Similarity of the marks is tested on three levels: sight,
sound, and meaning. Each must be considered as [it is]
encountered in the marketplace.” Network Automation,
Inc., 638 F.3d at 1150. The “full name” of the Under
Armour shoe may appear to the ordinary consumer to
contain Plaintiff's “G Defy” mark with the addition of
the words “Micro,” and, at times, “Under Armour.”
Although Defendants claim that they intended for the
“G” to be associated with “Micro” rather than “Defy,”
there is a triable issue as to whether an ordinary consumer
would interpret the words in that manner. Indeed, in many
of the advertisements at issue, the “®” does not appear
after the term “Micro G.” See, e.g., Lauson Dec'l, Exh.
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C. Particularly in those instances, a consumer may believe
that the term “Micro” is intended to modify the phrase “G
Defy.”

Similarly, the addition of the name “Under Armour”
prior to the phrase “Micro G Defy” does not show the
absence of a triable issue of fact as to the similarity of the
two trademarks. Rather, the use of the “Under Armour”
“house mark may serve to create reverse confusion that
[Under Armour], and not [Plaintiff], is the source of” the
“G Defy” technology. Americana Trading Inc. v. Russ
Berrie & Co., 966 F.2d 1284, 1288 (9th Cir.1992). Indeed,
the use of the Under Armour “housemark” in conjunction
with Plaintiff's mark may cause consumers to believe that
Plaintiff had “licensed, approved or otherwise authorized
Defendants' use of the [‘G Defy’] name.” Int'l Kennel
Club of Chicago, Inc. v. Mighty Star, Inc., 846 F.2d 1079,
1088 (7th Cir.1988); J. Thomas McCarthy, McCarthy on
Trademarks, § 23.43 (4th Ed.) (“A junior user cannot
justify its confusing use of another's mark simply by
tacking on its own house name. Such a usage may merely
suggest to customers that plaintiff has licensed defendant
or that the parties are affiliated in some other way.”).

In support of their position on this issue, Defendants rely
on Walter v. Mattel, Inc., 210 F.3d 1108 (9th Cir.2000).
There, the plaintiff operated an advertisement illustration
and product packaging business under the name “Pearl
Beach.” Id. at 1109. She claimed that the use by Mattel
of the mark “Pearl Beach Barbie” in connection with its
“pool and beach” Barbie doll infringed her trademark. /d.
She argued that “Mattel's use of its distinctive [‘Barbie’]
logo in conjunction with the name Pearl Beach implies
that Pearl Beach licensed the product.” Id. at 1111. The
court rejected that argument. It did so, in part, because
it found that “[t]he appearance of the respective marks ...
negates any similarity.” Id. The plaintiff's mark “appeared
in plain font either above or below a monochromatic,
stylized scallop shell with a pearl at the center of the shell.
In contrast, Mattel's packaging depicts a bright pink radial
sculpture clamshell tilted to one side with the words ‘Pearl
Beach’ in wavy, sandy-textured script with glittery accents
over the name ‘Barbie.” ” Id. The facts in the present
case are different. The marks at issue here do not contain
such distinguishing features. Thus, no evidence has been
presented that either of the marks uses a particular font or
is accompanied by an image or symbol.

*7 An ordinary consumer may interpret the “Micro G
Defy” name as incorporating Plaintiff's “G Defy” mark,
preceded by a modifier (“Micro”) and Defendants' house
mark (“Under Armour”). An ordinary consumer may
believe that Under Armour is licensed to sell a smaller
version of the “G Defy” shoe or a shoe containing a
smaller version of the spring technology in the “G Defy”
shoe. For these reasons, there is a triable issue as to the
similarity of the marks.

4. Evidence of Actual Confusion
Plaintiff presents only de
actual confusion as a result of Defendants' alleged

minimis evidence of
infringement. > Plaintiff contends that “[t]he lack of actual
confusion evidence can be attributed to Defendants'
failure to produce requested documents during discovery”
such as customer information that would have allowed it
to identify “customers who mistakenly purchased Micro
G Defy shoes instead of Plaintiff's G Defy® shoes.”
Dkt. 145, at 19. Plaintiffs did not argue in response to
the Motion that, pursuant to Fed.R.Civ.P. 56(d), the
consideration of the Motion should be deferred until they
could pursue such discovery.

Although “[a] showing of actual confusion among
significant numbers of consumers provides strong support
for the likelihood of confusion, ... actual confusion is not
necessary to a finding of likelihood of confusion under
the Lanham Act.” Network Automation, Inc., 638 F.3d
at 1151 (internal citations omitted). “Indeed, ‘[p]roving
actual confusion is difficult ... and the courts have
often discounted such evidence because it was unclear
or insubstantial.” “ Id. (quoting Sleekcraft, 599 F.2d at
352) (alterations in original). Because of the absence of
evidence of actual confusion, this factor weighs in favor of
Defendants. However, “this factor is weighed heavily only
when there is evidence of past confusion or, perhaps, when
the particular circumstances indicate such evidence should
have been available.” Sleekcraft, 599 F.2d at 353. Such
circumstances are not present. Accordingly, this factor is
not accorded substantial weight.

5. Type of Goods and Degree of Care Likely to Be

Exercised by Purchaser
“Low consumer care ... increases the likelihood of
confusion .” Playboy Enterprises, Inc. v. Netscape Comms.
Corp., 354 F.3d 1020, 1028 (9th Cir.2004). “In assessing

the likelihood of confusion to the public, the standard
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used by the courts is the typical buyer exercising ordinary
caution.” Sleekcraft, 599 F.2d at 353. “When the buyer
has expertise in the field, a higher standard is proper
though it will not preclude a finding that confusion is
likely. Similarly, when the goods are expensive, the buyer
can be expected to exercise greater care in his purchases;
again, though, confusion may still be likely.” Id. (internal
citations omitted).

Defendants contend that the “G Defy” shoes are
“specialized goods” that are “designed for customers
with specialized needs, such as persons who cannot wear
ordinary shoes without pain or stress.” Dkt. 136, at
15. They also contend that, “[a]s a basic proposition,
internet shoppers are careful.” Id. at 16 (citing Network
Automation, Inc., 638 F.3d at 1152). Plaintiff argues that
its “[g]eneral claims about the shoes' benefits do not turn
[the] shoes into ‘specialized’ goods.” Dkt. 145, at 17. It
argues that its shoes are relatively inexpensive and are sold
to end users, not to more sophisticated professional or
wholesale buyers. Id. at 16.

*8 Although consumers with particular health issues,
such as knee and back pain, may purchase the “G Defy”
shoe because of its “springy” soles, consumers without
such health issues may also purchase the shoe because
of that feature. As discussed above, Plaintiff advertises
the “G Defy” shoe as one that has a “trampoline sole”
that “absorbs shock and propels you forward, leaving
you feeling energized and relaxed.” Dkt. 148, Coleman
Dec'l, Exh. B, at 2. Thus, Plaintiff advertises the “G Defy”
shoe as one that is comfortable and provides medical
and athletic performance benefits. Finally, the shoes are
relatively inexpensive products that are sold directly to
end users.

Defendants rely on Network Automation, Inc., 638
F.3d at 1152, for the proposition that, in general,
internet shoppers are careful. In Network Automation, the
Ninth Circuit concluded that “the degree of consumer
care is becoming more heightened as the novelty of
the Internet evaporates and online commerce becomes
commonplace.” Id. It did not hold that internet shoppers
are more careful than other shoppers. 638 F.3d at 1152.
Rather, it overturned a “conclusion reached by our court
more than a decade ago ... that Internet users on the whole
exercise a low degree of care.” Id. at 1153. Thus, Network
Automation, Inc. does not stand for the proposition that
internet shoppers are generally careful. Therefore, for the

reasons set forth above, there is a triable issue of fact as to
the sophistication of the relevant consumers.

6. Defendants' Intent in Adopting the Mark

“When the alleged infringer knowingly adopts a mark
similar to another's, reviewing courts presume that the
defendant can accomplish his purpose: that is, that the
public will be deceived.” Sleekcraft, 599 F.2d at 354.
Plaintiff contends that Defendants “intentionally adopted
the brand name ‘Micro G Defy’ to take advantage of
the goodwill created by Plaintiff's branding efforts and
direct response marketing to date, and used a variation
of the G-Defy name to confuse health conscious buyers
who had been exposed to Plaintiff's brand messages and
redirected them to their own products.” Dkt. 145, at 18. In
support of its position, Plaintiff relies on the declaration of
Elnekaveh. Dkt. 148. He states, “[g]iven that we actively
participate in various conferences and conventions in the
shoe industry, and our extensive advertising campaign,
Defendants knew about us and our G Defy® mark.” Id.
atq>s.

“Adopting a designation with knowledge of its trademark
status permits a presumption of intent to deceive.”
Interstellar Starship Srvcs., Ltd. v. Epix Inc., 184 F.3d
1107, 1111 (9th Cir.1999). However, Plaintiff did not
present evidence to support the conclusion of Elnekaveh
that Under Armour knew of the G Defy® mark and
intentionally sought to confuse consumers. Nor is this
a reasonable inference from the evidence that has
been presented. For example, the weakness of the “G
Defy” mark, compared to the Under Armour mark, is
inconsistent with Plaintiff's position that Under Armour
sought to “trad[e] on [its] relatively obscure name.” Lindy
Pen Co., Inc. v. Bic Pen Corp., 982 F.2d 1400, 1406 (9th
Cir.1993). As discussed above, Plaintiff has not presented
evidence about how much of its advertising has been
conducted in support of the “G Defy” shoe as opposed to
other Gravity Defyer products. And, that Under Armour
uses the trademark “Micro G” in connection with over
600 styles of shoe—only one of which is the “Defy” style
—supports an inference that the resulting similarity of the
“Micro G Defy” name to Plaintiff's “G Defy” mark was
not intentional.

*9 However, the Ninth Circuit has “emphasized the
minimal importance of the intent factor.” GoTo.com,
Inc. v. Walt Disney Co., 202 F.3d 1199, 1208 (9th
Cir.2000). “Importantly, an intent to confuse customers
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is not required for a finding of trademark infringement.”
Brookfield, 174 F.3d at 1059 (citing Dreamwerks, 142 at
1132 (“Absence of malice is no defense to trademark
infringement.”)). InGoTo.com, the court declined to
“rummage through the record in a quixotic attempt to
determine Disney's intention. For even if we did and
concluded that Disney was as innocent as a fawn with no
intent to copy or appropriate GoTo's logo, it would prove
nothing since no such intent is necessary to demonstrate
a likelihood of confusion. We need inquire no further
into Disney's intent.” 202 F.3d at 1208. Accordingly,
although this factor weighs in favor of Defendants, it is
not accorded substantial weight.

7. Labeling and Appearance of the Advertisements and

Surrounding Context on the Screen Displaying the

Results Page
“In the keyword advertising context the ‘likelihood of
confusion will ultimately turn on what the consumer saw
on the screen and reasonably believed, given the context.’
“ Network Automation, Inc., 638 F.3d at 11153 (quoting
Hearts on Fire Co. v. Blue Nile, Inc., 603 F.Supp.2d
274, 289 (D.Mass.2009)). Where an online advertisement
appears similar to a protected trademark and does not
“clearly identify [its] source” or is “unlabeled,” it may be
“more likely to mislead consumers into believing” that by
clicking on the advertisement they will be directed to the
product sold under the protected trademark. Id. at 1147.

Defendants contend that, “[iJn the internet search results
on which Plaintiff's claims are based, the Under Armour
product listings are all clearly labeled as being Under
Armour products.” Dkt. 136, at 18. Plaintiff contends that
“Defendants' advertisements were not clearly labeled.”
Dkt. 145, at 21. For example, nearly all of the
advertisements presented by Plaintiff do not include the
“®” symbol after the term “Micro G,” which, according
to Defendants, confirms a separation of the “Micro G”
line name from the “Defy” style name. Dkt. 136-2, Exh.
K. And, at least one advertisement, by Defendant Finish
Line, uses the term “G Defy Men's Running Shoes”
without using “Micro” or “Under Armour.” Id. at 57.

Nearly all of Defendants' advertisements are labeled
as “Under Armour Micro G Defy.” Plaintiff's

Footnotes

advertisements are labeled as “G Defy” or “Gravity
Defyer.” As a result, a reasonable juror may find that a
consumer who enters the term “g defy” into an internet
search engine “knows, or should know ... that a product
or web link is not related to that of the trademark holder
because the list produced by the search engine so informs
him.” Playboy Enterprises, Inc., 354 F.3d at 1034-35.
However, Plaintiff's theory in this case is that consumers
may believe that the “Under Armour Micro G Defy”
shoes sold are approved by or connected with Gravity
Defyer. Given the overlap in the marks, and that the shoes
have certain similarities, that Defendants generally label
their shoes as “Under Armour” does not show the absence
of a triable issue with respect to whether consumers may
infer that there is an association between the competing
shoes or the companies that sell them. Accordingly, there
is a triable issue as to whether the appearance of the online
advertisements and surrounding context would cause an
ordinary consumer erroneously to conclude that there is
an association between Plaintiff and Defendants.

k ok ok

*10 For the reasons set forth above, there are triable
issues of fact as to several of the relevant Sleekcraft
factors: (i) whether the products are sufficiently related
such that an ordinary consumer would be “likely to
associate” them. Surfvivor Media, Inc., 406 F.3d at 633;
(i1)) whether Defendants used Plaintiff's mark or a similar
one; and (iii) the degree of care likely to be exercised
by ordinary consumers who are seeking to purchase
Plaintiff's product. As a result, Defendants have not
shown the absence of a genuine issue of material fact with
respect to consumer confusion about the parties' products.

1V. Conclusion
For the reasons set forth above, the Motion is DENIED.

IT IS SO ORDERED.
All Citations

Not Reported in F.Supp.2d, 2014 WL 3766724
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The fifth Sleekcraft facto—whether the goods were advertised in “convergent marketing channels”—is “less important
when the marketing channel is less obscure.” Network Automation, Inc., 638 F.3d at 1151. “Today, it would be the rare
commercial retailer that did not advertise online, and the shared use of a ubiquitous marketing channel does not shed
much light on the likelihood of consumer confusion.” Id. Therefore, that both of the products at issue in this action are
advertised on the internet does not by itself establish that this factor weighs in favor of Plaintiff. Id. Similarly, the eighth
Sleekcraft factor—likelihood of expansion—does not bear substantial weight in this case. Plaintiff presents some evidence
that it is “considering expanding” to children shoes. Elnekaveh Dec'l, Dkt. 148, 6. However, neither party has presented
substantial evidence as to the likelihood that Plaintiff will expand in a manner that would increase the competitive overlap
between the parties' products.

“To establish that a descriptive term has secondary meaning, the plaintiff ‘must show that the primary significance of
the term in the minds of the consuming public is not the product but the producer.’ ” Transgo, Inc. v. Ajac Transmission
Parts Corp., 768 F.2d 1001, 1015 (9th Cir.1985) (quoting Kellogg Co. v. Nat'l Biscuit Co., 305 U.S. 111, 118, 59 S.Ct.
109, 83 L.Ed. 73 (1938)).

In Hutchinson, “the senior user's mark [was] the title of a magazine, and the junior user's mark [was] the stage name for
a rap performer. Accordingly [the court] focus[ed] upon the consumers of the junior user's services.” 769 F.Supp. at 546.
Defendants also contend that Plaintiff's mark is weak because several other entities use the word “defy” as part of
trademarks used in connection with the sale of apparel, including shoes. Dkt. 136, at 13. Although the existence of other
similar marks reduces the likelihood that consumers will be “confused by any two in the crowd,” Sand Hill Advisors, LLC
v. Sand Hill Advisors, LLC, 680 F.Supp.2d 1107, 1119 (N.D.Cal.2010), here the suggestive quality of Plaintiff's mark is
based on the combination of the letter “G” and the word “defy.” That the word “defy” is used in other marks does not
weaken the distinctiveness of the mark “G Defy.” Nevertheless, for the reasons set forth above, at present there is not a
triable issue as to the element of the likelihood of confusion test that is based on the strength of Plaintiff's mark.

At his deposition, Elnekaveh testified that a customer service agent at Gravity Defyer had received a phone call asking
“if Under Armour is selling our shoes or using our—our system, our trampoline system in our shoes or something like
that.” Dkt. 136—1, Anderson Dec'l, Exh. 8, at 8-9. Plaintiff receives 3,500 to 4,200 phone calls per week. Dkt. 156-1,
21. The identification of one call reflecting confusion out of several thousand is de minimis. See Nutri/Sys., Inc. v. Con—
Stan Indus., Inc., 809 F.2d 601, 606 (9th Cir.1987) (“[I]n light of both parties' high volume of business, the misdirection of
several letters and checks proved insignificant” for proving actual confusion); Official Airline Guides, Inc. v. Goss, 6 F.3d
1385, 1393 (9th Cir.1993) (Confusion reflected in seven out of 80,000 listing forms was de minimis evidence of actual
confusion). Further, this proffered evidence is hearsay.

End of Document © 2017 Thomson Reuters. No claim to original U.S. Government Works.
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United States District Court,
N.D. Illinois,
Eastern Division.

MORNINGWARE, INC., Plaintiff,
v.

HEARTHWARE HOME
PRODUCTS, INC., Defendant.
IBC—Hearthware, Inc. d/b/a Hearthware
Home Products, Inc., Plaintiff,

v.

Morningware, Inc., Defendant.

No. 09 C 4348.
|

Aug. 27, 2012.
Attorneys and Law Firms

Edward L. Bishop, Nicholas S. Lee, Monique Ann
Morneault, Bishop & Diehl, Ltd., Schaumburg, IL, for
Plaintiff.

Lewis T. Steadman, Jr., Hearthware Home Products, Inc.,
Gurnee, IL, Adam P. Lerner, IP Law Leaders PLLC,
Cameron H. Tousi, David M. Farnum, Albrecht Tousi &
Farnum PLLC, Washington, DC, Joseph William Vucko,
IB-Hearthware, Inc., Libertyville, IL, for Defendant.

MEMORANDUM OPINION AND ORDER
AMY J. ST. EVE, District Judge.

*1 On July 20, 2009, Plaintiff Morningware, Inc.
(“Morningware”), filed its Complaint against Hearthware
Home Products, Inc. (“Hearthware”), alleging that
Hearthware had commercially disparaged Morningware's
counter-top oven, had committed the common-law tort of
unfair competition, and had violated the Deceptive Trade
Practices Act of Illinois, as well as the unfair-competition
and product-disparagement provisions of the federal
Lanham Act. (R. 1.) Separately, Hearthware brought an
action against Morningware alleging that the latter had
infringed U.S. Patent No. 6,201,217 (“the 217 Patent”).
(IBC-Hearthware, Inc. v. Morningware, Inc., No. 09-CV—
4903 (N.D.IN.) (R. 1).) The Court consolidated both cases

on August 26, 2009. (Id.(R.19).) Morningware filed an
Amended Complaint on November 4, 2011. (R. 244, First
Am. Compl. (“Complaint™).) Before the Court are the
following:

1) Morningware's motion for summary judgment on
Counts I through V of its First Amended Complaint (R.
279);

Hearthware's cross-motion for summary judgment on
Counts I through V of Morningware's First Amended
Complaint (R. 317);

3) Morningware's motion to strike the affidavit of James
H. Nelems (R. 308); and

4) Morningware's motion to exclude the Vanderhart
Rebuttal Report and Documents Produced After the

Close of Discovery (R. 309). !

For the following reasons, the Court denies
Morningware's motion for summary judgment; denies
Hearthware's cross-motion for summary judgment; grants
Morningware's motion to strike Mr. Nelems' affidavit;
and denies, without prejudice, Morningware's motion to
exclude Dr. Vanderhart's rebuttal report and documents
produced after the close of discovery.

BACKGROUND

I. Northern District of Illinois Local Rule 56.1

“For litigants appearing in the Northern District of
Illinois, the Rule 56.1 statement is a critical, and required,
component of a litigant's response to a motion for
summary judgment. The purpose of the local rule is to
make the summary judgment process less burdensome
on district courts, by requiring the parties to nail down
the relevant facts and the way they propose to support
them.” Sojka v. Bovis Lend Lease, Inc., 686 F.3d 394,
398 (7th Cir.2012). Local Rule 56.1 assists the Court by
“organizing the evidence, identifying undisputed facts,
and demonstrating precisely how each side propose[s] to
prove a disputed fact with admissible evidence.” Bordelon
v. Chi. Sch. Reform Bd. of Trs., 233 F.3d 524, 527 (7th
Cir.2000). “The Rule is designed, in part, to aid the district
court, ‘which does not have the advantage of the parties'
familiarity with the record and often cannot afford to
spend the time combing the record to locate the relevant
information,’ in determining whether a trial is necessary.”
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Delapaz v. Richardson, 634 F.3d 895, 899 (7th Cir.2011)
(citation omitted).

Local Rule 56.1(a)(3) requires the moving party to provide
“a statement of material facts as to which the moving party
contends there is no genuine issue.” Cracco v. Vitran Exp.,
Inc., 559 F.3d 625, 632 (7th Cir.2009). “The opposing
party is required to file ‘a response to each numbered
paragraph in the moving party's statement, including,
in the case of any disagreement, specific references to
the affidavits, parts of the record, and other supporting
materials relied upon.” “ Id. (citing N.D. Ill. R. 56.1(b)
(3)(B)). Pursuant to the Local Rules, the Court will not
consider any additional facts proposed in the nonmoving
party's Local Rule 56.1(b)(3)(B) response, but must rely
on the nonmovant's Local Rule 56.1(b)(3)(C) statement
of additional facts. See Ciomber v. Coop. Plus, Inc., 527
F.3d 635, 643 (7th Cir.2008). The Court disregards Rule
56.1 statements and responses that do not cite to specific
portions of the record, as well as those that contain factual
or legal argument. See Cracco, 559 F.3d at 632 (“When
a responding party's statement fails to dispute the facts
set forth in the moving party's statement in the manner
dictated by the rule, those facts are deemed admitted for
purposes of the motion.”); Cady v. Sheahan, 467 F.3d
1057, 1060 (7th Cir .2006) (“statement of material facts did
[ ] not comply with Rule 56 .1 as it failed to adequately
cite the record and was filled with irrelevant information,
legal arguments, and conjecture™); Bordelon, 233 F.3d at
528 (the requirements for responses under Local Rule 56.1
are “not satisfied by evasive denials that do not fairly
meet the substance of the material facts asserted™); Cichon
v. Exelon Generation Co., L.L.C., 401 F.3d 803, 809—
10 (7th Cir.2005) (“A district court does not abuse its
discretion when, in imposing a penalty for a litigant's non-
compliance with Local Rule 56. 1, the court chooses to
ignore and not consider the additional facts that a litigant
has proposed.”).

I1. The Parties Failed to Comply with Local Rule 56.1

*2 The parites' Local Rule 56.1 statements and responses
contain significant problems. Several of Morningware's
“statements of material facts,” for example, are either
unsupported by citations to the evidence, or they are not
statements of fact at all, but rather legal argument or
legal conclusions. (See R. 280, Morningware's Local Rule
56.1(a)(3) Statement of Facts in Support of its Mot. for
Summ. J. (“Morningware's SOF”) 94 7, 25, 27-41, 47,
49, 52-53.) In addition, most of Hearthware's Local Rule

56.1(b)(3)(C) additional statements of material fact suffer
from the same problems. (See, e.g., R. 298, Hearthware's
Local Rule 56.1 Statement of Additional Material Facts
That Require Denial of Morningware's Mot. for Summ. J.
(“Hearthware's Add'1 SOF”) 9/ 7-28, 30-37.) As explained
above, the purpose of Local Rule 56.1 statements is to
identify the relevant admissible evidence supporting the
material facts, not to make factual or legal arguments. See
Cady, 467 F.3d at 1060; see also Judson Atkinson Candies,
Inc. v. Latini-Hohberger Dhimantec, 529 F.3d 371, 382
n. 2 (7th Cir.2008) (“It is inappropriate to make legal
arguments in a Rule 56.1 statement of facts.”). As such,
the Court will not deem these “facts” as true unless the
opposing party admits them.

Moreover, Hearthware's Local Rule 56.1(b)(3)(B)
responses to Morningware's Local Rule 56.1(a)(3)
statement of facts largely fail to comply with the Local
Rule 56.1. Specifically, Local Rule 56. 1(b)(3)(B) requires
the opposing party “to file ‘a response to each numbered
paragraph in the moving party's statement, including,
in the case of any disagreement, specific references to
the affidavits, parts of the record, and other supporting
materials relied upon.” “ Cracco, 559 F.3d at 632 (quoting
N.D. Ill. R. 56.1(b)(3)(B)). Hearthware's responses do not
cite specific, or even general, portions of the record or
other evidence in support of its denials of Morningware's
statements of fact. Instead, Hearthware states, in the
majority of its denials, that because “Hearthware does
not have personal knowledge of the facts presented,”
it denies the particular statement of fact. While such a
response is permissible in an answer to a complaint, see
Fed.R.Civ.P. 8(b)(5), it is an insufficient response to a
Rule 56.1 statement of fact. See N.D. Ill. R. 56. 1(b)(3)
(B); Cracco, 559 F.3d at 632. As such, for the particular
statements of fact that contain such a response from
Hearthware, the Court deems Morningware's statements
of fact as admitted for the purposes of its motion. See
Cracco, 559 F.3d at 632; see also Sojka, 686 F.3d at
398 (“The obligation set forth in Local Rule 56.1 ‘is
not a mere formality.” Rather, Ti]t follows from the
obligation imposed by Fed.R.Civ.P. 56(e) on the party
opposing summary judgment to identify specific facts that
establish a genuine issue for trial.” ) (quoting Delapaz
v. Richardson, 634 F.3d 895, 899 (7th Cir.2011) (internal

citations omitted)). 2

*3 The parties also failed to cite to the Rule 56.1
Statements of Fact in their respective memoranda of law,
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and instead cited to the record directly. In memoranda of
law in support of, or in opposition to, summary judgment,
parties should cite to the specific statement(s) of fact in
support of the argument, not to the record directly. See
LaSalvia v. City of Evanston, 806 F.Supp.2d 1043, 1046
(N.D.I11.2011) (citing Malec v. Sanford, 191 F.R.D. 581,
586 (N.D.II1.2000) (citations in the fact section should be
to the 56.1(a) or (b) statement of facts only)).

RELEVANT FACTS

The Court now turns to the facts relevant to Counts I-V of
Morningware's Complaint. Hearthware is a corporation
organized under Illinois law, with its principal place of
business at 1795 North Butterfield Road, Libertyville,
Illinois. (Hearthware's Add'l SOF §] 2.) Morningware is a
corporation organized under Illinois law, with its principal
place of business at 1699 Wall Street, Mount Prospect,
Illinois. (/d. § 3.) Morningware has only one employee. (Id.
9 29.) The Court has subject matter jurisdiction pursuant
to 15 U.S.C. § 1121(a), 28 U.S.C. §§ 1331, 1338(b), and
1367(a). (Id. §4.) Venue is proper in this District pursuant
to 28 U.S.C. § 1391(b) and (c). (/d. 1 6.)

Morningware owns  United States Trademark
Registration No. 3,802,040, which issued on June 15,
2010, for “MORNINGWARE.” (Morningware's SOF q
4.) The registration is for use in small electric kitchen
appliances-namely, infrared wave-producing convection
ovens. (Id.) It has used this mark since at least 2002. (Id.
9 5.) Morningware markets, advertises, and sells counter-
top electronic ovens in the United States, primarily via the
internet, through its website at www.morningware.com,
and through retail. (Id 9 1-2.) Morningware also
has promoted its Morningware Halogen/Halo Oven at
tradeshows and through infomercials and catalogs. (/d.
9 3.) Since at least January 2009, Morningware has
used the designation “Halo” to identify its counter-top
electronic ovens. (Id. Y 6.) Morningware has not given
Hearthware permission to use the terms “Morningware”
or “Halo.” (Id. § 8.)

Hearthware has participated in “pay-per-click” (“PPC”)
internet advertising through various search engine
providers. (Id . 4 9.) Specifically, Hearthware purchased
the keywords “Morningware” and “Morning Ware” from
the Google, Yahoo!, and MSN search engines from
October 14, 2008 through July 7, 2009. (Id. § 10.)

Hearthware uses keyword advertising with Yahoo! and
Bing, through which Hearthware pays to have its ads
displayed when a user searches for a word or phrase
that Hearthware defines. (Id. ] 11-12.) Through this
type of advertising, when a user searches the term
“morningware,” Hearthware's ad appears at the top of
the search results. (Id. 9 13.) The ad contains a link
to Hearthware's website, www.mynuwaveoven.com, and
states that “[t}he Real NuWave® Oven Pro Why Buy an
Imitation? 90-Day Gty.” (Id. 99 13, 48.) When a user clicks
on Hearthware's ad, the user is directed to Hearthware's
website. (Id. §13.)

*4  Hearthware has bid on the
following keywords: morningware, morning ware, by

purchased or

morningware, halo oven by morningware, morningware
halo oven, morningware halo oven reviews, halogen
oven by morningware, morningware oven, morning
ware oven, morningware halogen oven, morningware
infrared oven, morning ware infrared oven, morningware
morningware
oven, morningware reviews, morningware HO 1200,

infrared halogen oven, convection
morningware com, oven by morningware, halo trainer,
halo halogen oven, halo infrared oven, halo convection
oven, halo countertop oven, halo oven reviews. (/d.
q 14.) Hearthware has initiated approximately ten
“campaigns” for Google AdWords, which included ads
that Hearthware created to display when a user searches

keywords that Hearthware bid on. (Id. §f 15-16.)

Before April 1, 2011, Hearthware lumped all of its
AdWords campaigns under a single “Campaign No.
1.” (Id. § 17.) Hearthware used the “Morningware”
mark and “Halo” in Campaign No. 1. (Id.) On April 1,
2011, Mr. David Kaplan began working at Hearthware.
(Id. 9 18.) At some point thereafter, at Mr. Kaplan's
direction, Hearthware began employing a “competitor
campaign,” which included using the “Morningware”
mark and the “Halo” designation. (/d. § 19.) Hearthware
stopped this campaign when its counsel instructed Mr.
Kaplan to do so. (Id. § 20.) When it purchased these
keywords, Hearthware knew that Morningware was a
direct competitor. (Id. 21.)

Hearthware's purchase and use of keywords is in
“interstate commerce.” (Id. 9 26.) Hearthware bid
on a total of twenty-five keywords that incorporated
the “Morningware” and/or “Halo” designations, and
Hearthware chose to bid on those specific keywords
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with the intent that the search engines would place
Hearthware's ads in the search results. (Id. 9 38-40.)

Morningware's expert, Mr. James Berger, conducted
a survey on behalf of Morningware to determine
whether Hearthware's use of Morningware's marks creates
confusion among consumers. (Id. § 42.) Mr. Berger
concluded that 43% of persons surveyed believed they
could purchase Morningware's oven from Hearthware's
advertised website for its NuWave® Oven. (Id.)

SUMMARY JUDGMENT STANDARD

Summary judgment is appropriate “if the movant shows
that there is no genuine dispute as to any material fact and
the movant is entitled to judgment as a matter of law.”
Fed.R.Civ.P. 56(a). A genuine dispute as to any material
fact exists if “the evidence is such that a reasonable jury
could return a verdict for the nonmoving party.” Anderson
v. Liberty Lobby, Inc., 477 U.S. 242, 248, 106 S.Ct. 2505,
2510, 91 L.Ed.2d 202 (1986). In determining summary
judgment motions, “facts must be viewed in the light
most favorable to the nonmoving party only if there is a
‘genuine’ dispute as to those facts.” Scott v. Harris, 550
U.S. 372, 380, 127 S.Ct. 1769, 167 L.Ed.2d 686 (2007).
The party seeking summary judgment has the burden
of establishing that there is no genuine dispute as to
any material fact. See Celotex Corp. v. Catrett, 477 U.S.
317, 323, 106 S.Ct. 2548, 91 L.Ed.2d 265 (1986). After
“a properly supported motion for summary judgment
is made, the adverse party ‘must set forth specific
facts showing that there is a genuine issue for trial.” “
Anderson, 477 U.S. at 255 (quotation omitted). “[D]istrict
courts presiding over summary judgment proceedings
may not weigh conflicting evidence or make credibility
determinations, both of which are the province of the
jury.” Omnicare, Inc. v. UnitedHealth Grp., Inc., 629 F.3d
697, 704-05 (7th Cir.2011) (internal citations omitted).

MORNINGWARE'S MOTIONS
TO STRIKE AND EXCLUDE

*5 Morningware has filed two ancillary motions that
relate to the Court's consideration of its motion for
summary judgment and Hearthware's cross-motion. The
first is a motion to strike the affidavit of James H. Nelems,
and the second is a motion to exclude the rebuttal report

of Dr. Jennifer Vanderhart and documents Hearthware
produced after the close of discovery upon which Dr.
Vanderhart relies. (R. 308, 309.) For the following
reasons, the Court grants Morningware's motion to strike
and denies, without prejudice, Morningware's motion to
exclude.

1. The Court Grants Morningware's Motion to Strike Mr.
Nelems' Affidavit

Federal Rule of Civil Procedure 37(c) provides that
“[ilf a party fails to provide information or identify a
witness as required by Rule 26(a) or (e), the party is
not allowed to use that information or witness to supply
evidence on a motion, at a hearing, or at a trial, unless
the failure was substantially justified or is harmless.”
Fed.R.Civ.P. 37(c)(1). Exclusion of the untimely-disclosed
evidence is automatic unless the non-compliant party
meets its burden to show that the untimely disclosure was
substantially justified or harmless. Tribble v. Evangelides,
670 F.3d 753, 760 (7th Cir.2012) (“Under Rule 37(c)
(1), ‘exclusion of non-disclosed evidence is automatic
and mandatory ... unless non-disclosure was justified or
harmless.” ) (quoting Musser v. Gentiva Health Servs.,
356 F.3d 751, 758 (7th Cir.2004)); David v. Caterpillar,
Inc., 324 F.3d 851, 857 (7th Cir.2003) (“the sanction
of exclusion is automatic and mandatory unless the
sanctioned party can show that its violation of Rule 26(a)
was either justified for harmless™).

The Court has broad discretion to determine whether a
party's failure to comply with Rule 26(e) is substantially
justified or harmless. Keach v. U.S. Trust Co., 419
F.3d 626, 640 (7th Cir.2005); David, 324 F.3d at
857. The following factors are relevant to the Court's
determination:

(1) the prejudice or surprise to the party against whom
the evidence is offered;

(2) the ability of the party to cure the prejudice; (3) the
likelihood of disruption to the trial; and (4) the bad faith
or willfulness involved in not disclosing the evidence at
an earlier date.

Tribble, 670 F.3d at 760 (citing David, 324 F.3d at 857).

This case has been pending for over three years. The Court
has repeatedly granted the parties' requests for discovery
extensions. On December 8, 2011, the Court ordered
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the following expert discovery schedule: identification of
burden of proof experts by January 5, 2012, exchange
of burden of proof expert reports by February 2, 2012,
identification of rebuttal experts on February 16, 2012,
and exchange of rebuttal expert reports by March 15,
2012. (R. 256.) On February 27, 2012, at the parties'
request, the Court granted an extension of the expert
discovery schedule as follows: exchange of burden of
proof expert reports by March 15, 2012, identification
of rebuttal experts by March 29, 2012, and exchange of
rebuttal expert reports by April 26, 2012. (R. 275.) The
Court also set a dispositive motion deadline of June 7,
2012. (Id.)

*6 Morningware timely disclosed five experts, one of
whom is Mr. James T. Berger. Mr. Berger's report details
a survey that is relevant to Morningware's Lanham Act
claims against Hearthware. Hearthware timely disclosed
a damages expert and a patent expert. On April 6,
2012, one week after the Court's deadline, Hearthware
re-identified its damages expert and its patent expert
as rebuttal experts. Hearthware did not identify any
additional experts.

On April 10, 2012, Morningware filed its motion for
summary judgment on Counts I through V of its
Complaint, in which it relies on Mr. Berger's report
in support of its argument that Hearthware's conduct
violated the Lanham Act. Specifically, Mr. Berger
conducted a survey in which he attempted to determine
whether Hearthware's advertisement caused confusion.
Hearthware filed its opposition to Morningware's motion
on June 2, 2012, attaching an affidavit from Mr. Nelems.
Mr. Nelems' affidavit criticizes Mr. Berger's survey
methodology and the conclusions in his report. Moreover,
Hearthware relies upon Mr. Nelems' affidavit in support
of its cross-motion for summary judgment. Prior to filing
its response, Hearthware did not identify Mr. Nelems
as an expert, nor did it disclose any of his opinions.
Hearthware never sought leave of Court to disclose Mr.
Nelems after the Court-ordered deadline.

Hearthware's untimely disclosure of Mr. Nelems' expert
opinions is neither harmless nor substantially justified.
See Tribble, 670 F.3d at 760. Discovery has closed,
and the time for filing dispositive motions has passed.
Morningware represents that it moved for summary
judgment based, at least in part, on the fact that
Hearthware had not retained an expert to rebut

Mr. Berger's opinions. Allowing Hearthware to rely
on expert evidence disclosed for the first time in
response to summary judgment would severely prejudice
Morningware. It would require the Court to re-open
discovery to allow Morningware to depose Mr. Nelems,
and it would require the parties to re-assess their summary
judgment strategy, and if necessary, re-file revised motions
for summary judgment. The time and expense associated
with those circumstances cannot be characterized as
harmless.

Moreover, Hearthware has woefully failed to convince
the Court that its untimely disclosure was “substantially
justified.” Hearthware argues that because it hired Mr.
Nelems as a “consulting” expert, it did not need to
identify him to Morningware or offer a report within
the Court's expert discovery schedule. Hearthware's
argument, however, reflects a gross misunderstanding
regarding the difference between a consulting expert
and a testifying expert, as well as the purpose of
summary judgment. Consulting experts do not offer
testimonial evidence during a litigation proceeding,
and parties are therefore not entitled to discovery
from consulting experts. See Fed.R.Civ.P. 26(b)(4)(D).
Testifying experts, however, offer testimony that the
parties use as evidence, and therefore the parties are
entitled to discovery regarding these experts and their
opinions. See Fed.R.Civ.P. 26(a)(2) and 26(b)(4)(A).

*7 Although Hearthware initially may have intended
Mr. Nelems to serve only as a consulting expert, when
Mr. Nelems submitted a sworn affidavit (i.e., testimony)
to the Court in connection with its opposition to summary
judgment and its cross-motion for summary judgment,
Mr. Nelems became a testifying expert. That Hearthware
submits the testimony in connection with summary
judgment and not trial is of no consequence, given that
the purpose of summary judgment is to determine, based
on all of the evidence gleaned in discovery, whether any
disputed issues of material fact exist for trial. See Johnson
v. Cambridge Indus., Inc., 325 F.3d 892,901 (7th Cir.2003)
(“[SJummary judgment is the ‘put up or shut up’ moment
in a lawsuit, when a party must show what evidence it has
that would convince a trier of fact to accept its version of
events.”); see also Siegel v. Shell Oil Co., 612 F.3d 932, 937
(7th Cir.2010) (same).

Adopting Hearthware's reasoning would allow parties to
hire “consulting” experts, fail to disclose them to opposing
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counsel, and then submit affidavits from those experts
to block summary judgment (and in this case, to obtain
summary judgment in the noncompliant party's favor).
Such a result is non-sensical and runs counter to the
Federal Rules of Civil Procedure. Morningware's motion
to strike is granted. The Court will not consider Mr.
Nelems' opinions in ruling on the summary judgment
motions, and he may not testify at trial.

II. The Court Denies, Without Prejudice, Morningware's
Motion to Exclude Dr. Vanderhart's Rebuttal Report and
Documents That Hearthware Produced After the Close of
Discovery

The Court next considers Morningware's motion to
exclude the rebuttal report of Dr. Jennifer Vanderhart
and certain documents that Hearthware produced after
the close of discovery. Morningware argues that Dr.
Vanderhart's rebuttal report, which Hearthware timely
disclosed, “improperly attempts to supplement her earlier
Report to include opinions on damages issues
pertaining to Morningware's Lanham Act and related
claims” even though her initial report did not opine on
damages relating to those claims. (R. 309, Morningware's
Mot. to Exclude at 1.) Morningware further argues that
Dr. Vanderhart relied on documents that Hearthware
refused to produce to Morningware during discovery and
which Hearthware produced only after disclosing Dr.
Vanderhart's report.

The parties agree that, in a Lanham Act case seeking
lost profits, the plaintiff has the burden of proving the
defendant's sales, and then the burden shifts to the
defendant to prove its costs or other deductions. See 15
U.S.C. § 1117(a) (“In assessing profits the plaintiff shall
be required to prove defendant's sales only; defendant
must prove all elements of cost or deduction claimed.”).
Hearthware disclosed Dr. Vanderhart's initial report on
March 16, 2012, in which she opined on Hearthware's
damages arising out of its patent and Lanham Act claims
against Morningware. (R. 309-1, Vanderhart Initial
Report.) Dr. Vanderhart did not proffer any opinions on
Morningware's Lanham Act claims against Hearthware
in that report. Morningware disclosed a “report” from
Mr. Jon Tepp, whom Morningware contends is not an
expert, on March 14, 2012 regarding Hearthware's sales of
its NuWave ovens. Morningware contends that because
Mr. Tepp is not an expert, Dr. Vanderhart was not entitled
to rebut his report. After Hearthware cross-moved to
exclude Mr. Tepp's report, Morningware represented to

the Court that it will not use Mr. Tepp's report, and Mr.
Tepp will not testify at trial. Indeed, Morningware does
not rely on Mr. Tepp's report in its summary judgment
motion. As such, the Court denied Hearthware's cross-
motion as moot. (R. 334.) Given that Mr. Tepp is no
longer a witness in this case, and Morningware will
not use his report at trial, Dr. Vanderhart's rebuttal
opinions on Morningware's Lanham Act claims appear
unnecessary. Accordingly, the Court denies, without
prejudice, Morningware's motion to exclude.

*8 Dr. Vanderhart's contested opinion is not material
to the pending motions for summary judgment, and thus
the Court does not consider it. The parties should meet
and confer after receiving this Order to determine whether
Hearthware intends to offer Dr. Vanderhart's rebuttal
opinions at trial. If necessary, Morningware may re-file its

motion to exclude before trial. >

MORNINGWARE'S MOTION FOR SUMMARY
JUDGMENT ON COUNTS I-V OF ITS
FIRST AMENDED COMPLAINT AND

HEARTHWARE'S CROSS-MOTION FOR
SUMMARY JUDGMENT ON THE SAME COUNTS

In its Complaint, Morningware asserts the following
claims against Hearthware: unfair competition under the
Lanham Act, 15 U.S.C. § 1125(a) (Count I); product
disparagement under the Lanham Act, 15 U.S.C.§1125(a)
(1)(B) (Count II); violation of the Illinois Deceptive Trade
Practices Act, 815 ILCS 510/2 (“the Illinois UDTPA”)
(Count IIT); common law unfair competition (Count IV);

and common law commercial disparagement (Count V). 4
(R. 244, First Am. Compl.) Morningware has moved for
summary judgment on all five counts, and Hearthware has
cross-moved for summary judgment on the same counts.

1. The Court Denies Both Parties' Motions for Summary
Judgment on Count I-False Representation of Origin
Under 15 U.S.C. § 1125(a) (1)(A)

Section 43(a) of the Lanham Act, 15 U.S.C. § 1125(a)(1)
(A), provides that

(1) Any person who, on or in connection with any
goods or services, or any container for goods, uses in
commerce any word, term, name, symbol, or device, or
any combination thereof, or any false designation of
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origin, false or misleading description of fact, or false or
misleading representation of fact, which—

(A) is likely to cause confusion, or to cause mistake,
or to deceive as to the affiliation, connection, or
association of such person with another person, or as to
the origin, sponsorship, or approval of his or her goods,
services, or commercial activities by another person ...

shall be liable in a civil action by any person who
believes that he or she is or is likely to be damaged by
such act.

15 U.S.C. § 1125(a)(1)(A). To prevail on its Lanham Act
claim, Morningware must prove “(1) that [Morningware]
owns a protectible trademark, and (2) that use of
this mark by [Hearthware] is likely to cause confusion
among customers.” Morningware, Inc. v. Hearthware
Home Prods., Inc., 673 F.Supp.2d 630, 634 (N.D.I11.2009)
(quoting Segal v. Geisha NYC LLC, 517 F.3d 501,
506 (7th Cir.2008)). Morningware must also prove that
Hearthware used the marks in interstate commerce. See

id. at 635.

There is no genuine dispute that the “Morningware” mark
and the “Halo” designation are protectible trademarks
(Morningware's SOF q 4-6), or that Hearthware used
these marks in interstate commerce. (Id. Y 9-21, 26.)
Accordingly, the Court turns to the likelihood of
confusion element.

As the Seventh Circuit teaches, “[w]hether consumers are
likely to be confused about the origin of a defendant's
products or services is ultimately a question of fact” that
may be resolved on a motion for summary judgment
“only ‘if the evidence is so one-sided that there can be
no doubt about how the question should be answered.” “
Autozone, Inc. v. Strick, 543 F.3d 923, 929 (7th Cir.2008)
(quoting McGraw—Edison Co. v. Walt Disney Prods.,
787 F.2d 1163, 1167 (7th Cir.1986) and Packman v.
Chicago Tribune Co., 267 F.3d 628, 627 (7th Cir.2001)).
“ ‘In assessing the likelihood of consumer confusion,
[courts] consider (1) the similarity between the marks
in appearance and suggestion, (2) the similarity of the
products, (3) the area and manner of concurrent use
of the products, (4) the degree of care likely to be
exercised by consumers, (5) the strength of the plaintiff's
marks, (6) any evidence of actual confusion, and (7) the
defendant's intent to palm off its goods as those of the
plaintiff's.” “ Morningware, 673 F.Supp.2d at 636 (quoting

Promatek Indus., Ltd. v. Equitrac Corp. ., 300 F.3d 808,
812 (7th Cir.2002)). Although “[n]one of these factors are
dispositive and the proper weight given to each will vary
in each case,” the “similarity of the marks, the defendant's
intent, and evidence of actual confusion are of particular
importance.” Promatek, 300 F.3d at 812 (citing Ty, Inc. v.
Jones Grp., 237 F.3d 891, 897-98 (7th Cir.2001)).

*9 While evidence exists in this case to support a finding

of a likelihood of confusion, Morningware has failed to
meet its heavy burden of showing that “the evidence is
so one-sided that there can be no doubt about how the
questions should be answered.” See Autozone, 543 F.3d
at 929. As such, the Court denies both parties' motion for
summary judgment.

Morningware asserts a theory of “initial interest
confusion,” which the Seventh Circuit has held is
actionable under the Lanham Act. See Promatek, 300
F.3d at 812. Initial interest confusion “occurs when a
customer is lured to a product by the similarity of
the mark, even if the customer realizes the true source
of the goods before the sale is consummated.” Id. In
Promatek, the defendant diverted internet consumers
to its website by placing the plaintiff's trademark in

the defendant's website as a metatag.5 Id. The court
held that this had the effect of diverting the plaintiff's
goodwill, even though consumers may have been “only
briefly confused.” Id. (“that confusion as to the source
of a product or service is eventually dispelled does not
eliminate the trademark infringement which has already
occurred”) (quoting Forum Corp. of N. Am. v. Forum,
Ltd., 903 F.2d 434, 442 n. 2 (7th Cir.1990)). “What is
important is not the duration of the confusion, it is
the misappropriation of [the plaintiff's] goodwill. [The
defendant] cannot unring the bell.” Id. at 812-13. Relying
on Promatek, Morningware argues that consumers were
confused when, upon searching for Plaintiff's trademark
or a variation thereof, Hearthware's advertisement for its
counter-top oven displayed in the search results.

Hearthware does not challenge Morningware's argument
with respect to the first, second, and third likelihood of
confusion factors. Specifically, there is no genuine dispute
of material fact that Hearthware used Morningware's
actual marks, which Morningware uses to advertise its
counter-top ovens, in connection with the advertising
and sale of Hearthware's NuWave® counter-top oven by
purchasing those keywords that included Morningware's
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trademarks. (Morningware's SOF 913, 48.) Moreover,
the marks are not only similar, but identical, and the
products are very similar. The third factor, the area and
manner of concurrent use of the products, also weighs in
favor of a finding of confusion because both Morningware
and Hearthware sell their respective counter-top ovens
through the internet. (Id. 9§ 1-2, 13, 48.) The seventh
factor—Hearthware's intent—is also largely undisputed.
Hearthware bid on a total of twenty-five keywords
that incorporated the “Morningware” and/or “Halo”
designations. Hearthware chose to bid on those specific
keywords with the intent that the search engines would
place Hearthware's ads in the search results and knowing

that Morningware is a direct competitor.6 d 99
21, 38-40.) These facts strongly support a finding that
Hearthware intended to divert consumers to its website.

*10 The fourth factor—the degree of care likely to
be exercised by customers—is less clear. Relying on
Promatek, Morningware argues that the degree of care is
“generally low” when a customer searches for a product
on the internet, and therefore this factor weighs in favor
of Morningware. (R. 279, Morningware's Mot. at 9.)
Morningware further submits that the degree of care that
a consumer uses when he or she decides on which links
to click after the search results have been displayed on
the webpage is the relevant consideration, as opposed to
the degree of care that a consumer uses when actually
purchasing the product. (Id.; R. 329, Morningware's
Reply at 6.) Hearthware, on the other hand, focuses on
the degree of care that a consumer uses when actually
purchasing the product, and argues that because the ovens
at issue cost between $80 and $100, consumers exercise a
higher degree of care than with products that only cost

a few dollars. (R. 295, Hearthware's Resp. at 9-10); see
Autozone, 543 F.3d at 932 (“[t]he more widely accessible
and inexpensive the products and services, the more likely
that consumers will exercise a lesser degree of care and
discrimination in their purchases™) (citation omitted).

Because Morningware asserts an initial interest confusion
theory in this case, the relevant focus is the degree of care
a consumer uses when deciding on which link to click
after the search results are displayed on the webpage, as
that is the point at which consumer confusion can occur.
See Promatek, 300 F.3d at 812. This focus, however, does
not mean that the nature of the goods, including the
cost, as well as the relevant consumers' characteristics, are
irrelevant to the degree of care factor. See, e.g., Network

Automation, Inc. v. Advanced Sys. Concepts, Inc., 638 F.3d
1137, 1152 (9th Cir.2011) (“The nature of the goods and
the type of consumer is highly relevant to determining
the likelihood of confusion in the keyword advertising
context.... [TThe degree of care analysis cannot begin
and end at the marketing channel.”) (quoting Brookfield

Communications, 174 F.3d at 1060). 8

In Network Automation, a recent case involving keyword
advertising over the internet, the Ninth Circuit held that
the district court erred in determining that the degree of
care factor favored a likelihood of confusion finding. 638
F.3d at 1153. In connection with the plaintiff's motion for
a preliminary injunction, the district court, relying on the
Ninth Circuit's conclusion in Brookfield Communications,
had determined that the degree of care factor weighed
in favor of a likelihood of confusion because “there
is generally a low degree of care exercised by Internet
consumers.” Id. at 1152. The Ninth Circuit explained
that while this conclusion may have been accurate at the
time it decided Brookfield Communications, it “suspect][s]
that there are many contexts in which it no longer
holds true” due to consumers' evolving sophistication
with respect to internet commerce. /d. at 1152-53 (“We
have recently acknowledged that the default degree of
consumer care is becoming more heightened as the
novelty of the Internet evaporates and online commerce
becomes commonplace.”). Accordingly, “the degree of
care analysis cannot begin and end at the marketing
channel. We still must consider the nature and cost of
the goods, and whether ‘the products being sold are
marketed primarily to expert buyers.” ” Id. at 1152

(quoting Brookfield Communications, 174 F.3d at 1060). 9

*11 The Court agrees with the observation and
reasoning in Network Automation, which is not contrary
to or inconsistent with the Seventh Circuit's decision
in Promatek. Indeed, statistics from the United States
Department of Commerce and the United States Census
Bureau support this observation. See Denius v. Dunlap,
330 F.3d 919, 926 (7th Cir.2003) (taking judicial notice
of information found on the website of a government
agency); Trundle v. Astrue, No. 09-CV02058, 2010 WL
5421418, at * 11 n. 10 (E.D.Cal. Dec. 20, 2010) (taking
judicial notice of the United States Department of
Labor statistics) (citing cases). In 2000, for example,
online business-to-consumer retail “shipments, sales,
and revenues” equaled $28 billion. See United States
Dep't of Commerce E-Stats Report for 2001, issued
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March 19, 2003, available at http://www.census.gov//econ/
estats/2001/2001 estatstext.pdf. In 2002, the year in which
the Seventh Circuit issued Promatek, that figure rose to
$44 billion. See United States Dep't of Commerce E-Stats
Report for 2002, issued April 15, 2004, available at http://
www.census.gov// econ/estats/2002/2002finaltext.pdf. By
2010, that number had nearly quadrupled to $169
billion. See United States Dep't of Commerce E-Stats
Report for 2010, issued on May 10, 2012, available
at www.census.gov/econ/estats/2010/2010reportfinal.pdf.
Given the ever-increasing commonplace of consumers
searching for and purchasing goods online, the fact that
this case involves a theory of initial interest confusion in
keyword advertising does not, without more, necessitate
a finding that consumers exercise a low degree of care.
The additional factors that the Network Automation court
discussed—i.e., the nature and cost of the goods, as
well as the characteristics of the target consumers—are
relevant. Morningware has not sufficiently addressed or
proven these additional factors. The degree of care factor,
therefore, does not weigh clearly in favor of Morningware
or Hearthware.

The fifth factor—the strength of Morningware's marks
—favors a likelihood of confusion finding, but not
overwhemingly so. A mark's “strength” refers to its
distinctiveness, “meaning its propensity to identify the
products or services sold as emanating from a particular
source.” CAE, Inc. v. Clean Air Eng'g, Inc., 267 F.3d
660, 684 (7th Cir.2001). “The stronger the mark,
the more likely it is that encroachment on it will
produce confusion.” Autozone, 543 F.3d at 933 (quoting
2 McCarthy § 11.73, at 11-169 to 170 (2008)). In
determining the strength of the mark, courts consider,
among other factors, the uniqueness of the mark, the
length of use of the mark, the sales associated with the
mark, and advertising expenditures connected with the
mark. See CAE, 267 F.3d at 684.

The record contains sufficient evidence from which a jury
could find this factor weighs in favor of Morningware.
The terms “Morningware” and “Halo,” for example, are
arbitrary marks because they are not necessary to the
description of a counter-top oven, and therefore they are
unique marks. See Sullivan v. CBS Corp., 385 F.3d 772,
776 (7th Cir.2004) (explaining that the word * ‘survivor’
when used as a band name is arbitrary because there
is nothing about the word which is necessary to the

description of a band”). 10 Moreover, the “Morningware”

mark has been registered since 2010, and Morningware
has used that mark on counter-top ovens for almost ten
years. (Morningware's SOF qf 4-6.) Other evidence in
the record (and the lack thereof) however, cuts against a
finding of a strong mark. Morningware, for example, is
a one-person company. (Hearthware's Add'l SOF 9 29.)
Moreover, Morningware has not provided any evidence of
the economic strength of its marks, such as the frequency
with which it advertises the marks or the amount of

money it spends to advertise them. 1 Cf. Autozone, 543
F.3d at 933 (noting that there was sufficient evidence
to support the conclusion that the Autozone mark has
economic and marketing strength where it “is displayed
prominently on more than 3,000 stores nationwide and it
has been the subject of hundreds of millions of dollars'
worth of advertising since 19877); see also Flagstar Bank,
FSB v. Freestar Bank, N.A., 687 F.Supp.2d 811, 832
(C.D.111.2009) ( “evidence of the frequency of a mark's
display and the amount of advertising dollars used to
promote the mark are relevant factors when determining
a mark's strength”) (citing Autozone, 543 F.3d at 933)).

*12 The same is true for actual confusion, the sixth
factor. In support of its assertion that Hearthware's
use of Morningware's trademark has caused actual
consumer confusion, Morningware submits a survey that
its expert, Mr. Berger, conducted. Based on his survey,
Mr. Berger concluded that 43% of persons surveyed
believed they could purchase Morningware's oven from
Hearthware's advertised website for its NuWave® Oven.
(Morningware's SOF § 42.) Hearthware does not present
any expert testimony to rebut Mr. Berger's conclusions or
to contest the methodology he employed in his survey.

Hearthware, however, criticizes Mr. Berger's survey on
several independent grounds. It argues, for example, that
Mr. Berger omitted consumers from the Southern portion
of the United States from its survey, despite stating
that he wanted a national sampling presence. (R. 360,
Hearthware's Sur—Reply at 8.) Hearthware also argues
that Mr. Berger's survey asked the respondents to make
several inappropriate factual assumptions for which he
could not provide an explanation. (Id.) Additionally,
Hearthware submits that Mr. Berger asked leading
questions of survey respondents and did not code
or quantify the respondents' answers to the first five
questions of the survey. (Id. at 8-10.) Hearthware further
argues that Mr. Berger's survey is flawed because it does



PUBLIC

Morningware, Inc. v. Hearthware Home Products, Inc., Not Reported in F.Supp.2d (2012)

not account for non-Google AdWords campaigns, such as
Bing, Yahoo, or Safari. (/d. at 10.)

Morningware, as the plaintiff, bears the burden of proving
actual confusion by a preponderance of the evidence,
and it relies solely on Mr. Berger's testimony to do
so. Although, as explained above, Hearthware cannot
offer Mr. Nelems as a witness at trial to rebut Mr.
Berger's testimony, Hearthware may still cross-examine
Mr. Berger at trial. In this case, Hearthware's many
criticisms of Mr. Berger's survey create issues of fact
for the jury. See O'Leary v. Accretive Health, Inc., 657
F.3d 625, 630 (7th Cir.2011) (“It is not for courts at
summary judgment to weigh evidence or determine the
credibility of [a witness's] testimony; we leave those tasks
to factfinders.”) (quoting Berry v. Chicago Transit Auth.,
618 F.3d 688, 691 (7th Cir.2010)). While Mr. Berger's
survey opinions provide a sufficient evidentiary basis for
a jury to conclude that Hearthware's conduct caused
actual consumer confusion, a jury could also find that Mr.
Berger's survey methodology was flawed and thus created

inaccurate results. % Tt is simply not the Court's province
to weigh expert testimony at the summary judgment stage,
particularly here, where the expert's testimony is critical
to the actual confusion factor. See O'Leary, 657 F.3d at
630; AHP Subsidiary Holding Co. v. Stuart Hale Co., 1
F.3d 611, 616 (7th Cir.1993) (“We have stated a number
of times that the trial court's ultimate conclusion on the
likelihood of confusion is a finding of fact. Accordingly, a
motion for summary judgment in trademark infringement
cases must be approached with great caution.”) (internal
citation omitted). As such, there is a genuine dispute of
material fact as to whether Hearthware's conduct caused
actual confusion.

*13 Considering all of the above factors, neither party
is entitled to summary judgment on Morningware's false
representation of origin claim. While Morningware has set
forth evidence upon which a jury could find in its favor,
it has not shown that the evidence is so “one-sided that
there can be no doubt about how the question should be
answered.” Autozone, 543 F.3d 923. As such, the Court
denies both parties' motions for summary judgment as to
Count I of Morningware's Complaint.

I1. The Court Denies Both Parties' Motions for Summary
Judgment on Count II-Product Disparagement Under 15
U.S.C. § 1125(a) (1)(B)

Section 43(a) of the Lanham Act, 15 U.S.C. § 1125(a)(1)
(B), provides that

(1) Any person who, on or in connection with any
goods or services, or any container for goods, uses in
commerce any word, term, name, symbol, or device, or
any combination thereof, or any false designation of
origin, false or misleading description of fact, or false or
misleading representation of fact, which—

(B) in commercial advertising or promotion,
misrepresents the nature, characteristics, qualities, or
geographic origin of his or her or another person's

goods, services, or commercial activities,

shall be liable in a civil action by any person who
believes that he or she is or is likely to be damaged by
such act.

15 U.S.C. § 1125(a)(1)(B). As the Court has previously
explained in this to establish this claim,
Morningware must prove “(1) a false statement of fact
by [Hearthware] in a commercial advertisement about
its own or another's product; (2) the statement actually
deceived or has the tendency to deceive a substantial
segment of its audience; (3) the deception is material, in
that it is likely to influence the purchasing decision; (4)
[Hearthware] caused its false statement to enter interstate
commerce; and (5) [Morningware] has been or is likely to
be injured as a result of the false statement, either by direct
diversion of sales from itself to [Hearthware] or by a loss
of goodwill associated with its products.” Morningware,
673 F.Supp.2d at 638 (quoting Hot Wax, Inc. v. Turtle
Wax, Inc., 191 F.3d 813, 820 (7th Cir.1999)). “In addition,
to recover money damages under the Act, [Morningware]
must prove both actual damages and a causal link between
[Hearthware's] violation and those damages.” Hot Wax,
191 F.3d at 819-20.

case,

Morningware argues that Hearthware's advertisement,
which contained a link to Hearthware's website
and stated “The Real NuWave® Oven Pro Why
Buy an Imitation? 90-Day Gty,” “misleads and/or
confuses consumers into believing that Morningware's
ovens are inferior to Hearthware's because they are
imitations.” (Morningware's Mot. at 12.) It is undisputed
that Hearthware, in connection with its keyword
advertising campaign, made the statement identified
above. (Morningware's SOF 9 13, 48.) Issues of material
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fact exist, however, with respect to several of the elements
of Morningware's claim, as explained in more detail
below.

*14 A false statement establishing liability under the
Lanham Act “generally falls into one of two categories:
(1) commercial claims that are literally false as a
factual matter; or (2) claims that may be literally
true or ambiguous, but which implicitly convey a false
impression, are misleading in context, or likely to deceive
customers.” Hot Wax, 191 F.3d at 820; see also LG
Elecs. U.S. A., Inc. v. Whirlpool Corp., 661 F.Supp.2d 940,
948 (N.D.I11.2009). If the statement is literally false, “the
plaintiff need not show that the statement either actually
deceived customers or was likely to do so.” Hot Wax,
191 F.3d at 820. When a statement is literally true or
ambiguous, “the plaintiff must prove that the statement
is misleading in context by demonstrated actual consumer
confusion.” Id. Regardless of whether the theory is one of
literal or implied falsity, “ ‘whether a claim is either ‘false’
or ‘misleading’ is an issue of fact rather than law.' “ LG
Elecs., 661 F.Supp.2d at 948 (quoting Mead Johnson & Co.
v. Abbott Labs., 209 F.3d 1032, 1034 (7th Cir.2000)). “It
is not for the judge to determine, based solely upon his
or her own intuitive reaction, whether the advertisement
is deceptive.” Id. (quoting Johnson & Johnson * Merck
Consumer Pharms. Co. v. Smithkline Beecham Corp., 960
F.2d 294, 297-98 (2d Cir.1992)).

Morningware does not argue, and has not set forth any
evidence to prove, that Hearthware's statement is literally
false. Instead, Morningware argues that Hearthware's
statement “conveys a false impression and is misleading in
context.” (Morningware's Reply at 7.) To succeed on this
implied falsity theory, Morningware must establish that
a “statistically significant portion of the target audience
received the implied message allegedly communicated
by the challenged advertisement-without such proof,
the plaintiff cannot establish injury arising from the
advertiser's allegedly false message.” LG Elecs.,, 661
F.Supp.2d at 950; see also B. Sanfield, Inc. v. Finlay
Fine Jewelry Corp., 168 F.3d 967, 972 (7th Cir.1999)
(“[W]here the statement is literally true or ambiguous,
then the plaintiff is obliged to prove that the statement
is ‘misleading in context, as demonstrated by actual
consumer confusion.” ”) (quoting BASF Corp. v. Old
World Trading Co., 41 F.3d 1081, 1089 (7th Cir.1994)).
“IBJefore a court can consider the truth or falsity of an
advertisement's message, ‘it must first determine what

message was actually conveyed to the viewing audience .’
“ LG Elecs., 661 F.Supp.2d at 950 (quoting Johnson &
Johnson, 960 F.2d at 298). Because of the difficulty in
obtaining this information from the consuming public,
plaintiffs often present consumer surveys to prove this
element. Id. (“Indeed, some courts have held that ‘the
success of a plaintiff's implied falsity claim usually turns
on the persuasiveness of a consumer survey.” ”) (quoting
Johnson & Johnson, 960 F.2d at 298).

*15 Morningware relies on Mr.
to establish that consumers received a misleading
message from Hearthware's advertisement—namely, that
Morningware's counter-top oven is an imitation of
Hearthware's NuWave® Oven Pro. (See R. 2791, Berger
Report § 15 (“many of the respondents were under the
impression [that] the Nu Wave Oven Pro is an authentic
product while the Morningware product was a ‘fake’ or
‘imitation’ ”).) Although Morningware contends that Mr.
Berger's conclusions are undisputed (Morningware's Mot.
at 12), that is not the case. First, Morningware did not
include any of Mr. Berger's opinions on this issue in
its Local Rule 56.1 Statement of Facts, and thus they
are not undisputed. See Bobak Sausage Co. v. A & J
Seven Bridges, Inc., 805 F.Supp.3d 503, 508 (N.D.I11.2011)
(“Adherence to Local Rule 56.1 gives the opposing party
the opportunity to either admit or deny the statement of
fact, and to provide record support for either assertion. By
not following the rule, a party injects facts into the case
that have not been subject to the opposing side's scrutiny,
nor presented to the court for its review.”). Second,
Hearthware vehemently disputes Mr. Berger's survey
methodology and conclusions in its brief. Specifically,
Hearthware argues that (1) Mr. Berger's questions were
suggestive and leading, (2) Mr. Berger failed to “code,”
or assign categories of meaning to, the respondents'
answers, and (3) Mr. Berger's report does not show that
Hearthware's statement deceived “a substantial segment
of its audience” because Mr. Berger did not quantify the

Berger's survey

results of the relevant survey question. 13 (Morningware's
Reply at 12-13.) These disputes raise issues of fact for
the jury. See LG Elecs., 661 F.Supp.2d at 948 (whether
an advertisement conveys a misleading message is an
issue of fact). Because genuine disputes of material fact
exist as to whether Hearthware's advertisement conveys a
misleading message to a “statistically significant portion
of the target audience,” see id. at 950, summary judgment
is not appropriate.



PUBLIC

Morningware, Inc. v. Hearthware Home Products, Inc., Not Reported in F.Supp.2d (2012)

Additionally, a genuine dispute of material fact exists as
to whether the allegedly false statement is material to
consumers' decisions to purchase the goods. “A claim
is considered material if it ‘involves information that
is important to consumers and, hence, likely to affect
their choice of, or conduct regarding a product.” “
LG Elecs. v. Whirlpool Corp., No. 08 C 242, 2010
WL 2921633, at *2 (N.D.III. July 22, 2010) (quoting

Kraft, Inc. v. FTC, 970 F.2d 311, 322 (7th Cir.1992)). 4
Relatedly, a dispute of material fact exists as to
whether Morningware has or is likely to suffer injury
as a result of Hearthware's advertisement. See LG
Elecs., 661 F.Supp.2d at 950 (without proof that a
“statistically significant portion of the target audience
received the implied message allegedly communicated
by the challenged advertisement,” a plaintiff “cannot
establish injury arising from the advertiser's allegedly false
message”). Because disputes of material fact exist as to
Morningware's false advertising claim, the Court denies
both parties' motions for summary judgment.

II1. Morningware's State Law Claims

*16 Both parties agree that Morningware's state law
claims (violation of the Illinois UDTPA, common
law unfair competition, and common law commercial

Footnotes

disparagement) rise and fall with its Lanham Act claims.
(Morningware's Mot. at 13; Hearthware's Resp. at 14-15);

see also Morningware, 673 F.Supp.2d at 639. 15 Because
the Court denies both parties' motions for summary
judgment on Morningware's Lanham Act claims, the
Court also denies their motions for summary judgment on
Morningware's state law claims.

CONCLUSION

For the reasons explained above, the Court denies
Morningware's motion for summary judgment on Counts
I-V of its First Amended Complaint and Hearthware's
cross motion for summary judgment on those same
counts. The Court grants Morningware's motion to strike
Mr. Nelems' affidavit, and denies, without prejudice,
Morningware's motion to exclude Dr. Vanderhart's
rebuttal report and documents that Hearthware produced
after the close of discovery.

All Citations

Not Reported in F.Supp.2d, 2012 WL 3721350

1

Also pending before the Court are four additional motions for summary judgment relating to Hearthware's patent claims:
1) Morningware's motion for summary judgment that the '217 Patent is unenforceable due to inequitable conduct (R.
287); 2) Morningware's motion for summary judgment of invalidity of claim 3 of the '217 Patent (R. 291); 3) Morningware's
motion for summary judgment of non-infringement of claim 3 of the '217 Patent (R. 299); and 4) Morningware's motion
for summary judgment on Hearthware's third and fifth through eighth claims for relief in its First Amended Counterclaims
(R. 301). The Court will address these motions in separate orders.

Further, because the Court strikes Mr. James H. Nelems' affidavit, as explained below, the Court does not consider any
statement of fact, or response thereto, in which Hearthware relies on Mr. Nelems' affidavit to dispute a statement of fact.
The Court cannot discern from the parties' briefing when Hearthware produced the documentation upon which Dr.
Vanderhart relies. If Morningware re-files its motion to exclude at a later time, the parties should advise the Court of the
specific dates on which Hearthware produced that information and whether Morningware had the opportunity to depose
Dr. Vanderhart regarding those documents.

Morningware also has asserted additional counterclaims against Hearthware, including declaration of non-infringement of
United States Patent No. 6,201,217 (“the '217 Patent”) (Count VI); declaration of invalidity of the '217 Patent (Count VII);
declaration of unenforceability of the '217 Patent (Count VIII); tortious interference with prospective economic advantage
(Count 1X); and exceptional case (Count X). (See R. 243, Morningware, Inc.'s First Amended Answer to Hearthware's
First Amended Counterclaims and Morningware's Second Amended Counterclaims.)

As the Promatek court explained, “[m]etatags are HTML [HyperText Markup Languge] code intended to describe the
contents of a web site.... The more often a term appears in the metatags and in the text of the web page, the more likely
it is that the web page will be ‘hit’ in a search for that keyword and the higher on the list of ‘hits' the webpage will appear.”
300 F.3d at 811 (quoting Brookfield Comm'cns, Inc. v. West Coast Entm't Corp., 174 F.3d 1036, 1045 (9th Cir.1999)).
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14

15

Hearthware suggests that it did not have any intent to confuse customers, arguing that it “makes little corporate sense”
for it to “use the ad words of a single-employee company a fraction of its own size with a fraction of its own market.” (R.
295, Hearthware's Memorandum in Opposition to Morningware's Mot. for Summ. J. (“Hearthware's Resp.”) at 10-11.)
This, however, is of little significance here, where Hearthware has admitted to purchasing key words encompassing
Morningware's protected marks.

Neither party submitted evidence regarding the price point of their respective countertop ovens.

In Promatek, the Seventh Circuit followed the Ninth Circuit's reasoning in Brookfield Communications regarding the
degree of care factor in initial interest confusion cases involving the internet. See Promatek, 300 F.3d at 812-13.
Significantly, the Seventh Circuit in Promatek cited Brookfield Communications in its discussion of the degree of care
factor in initial interest confusion cases. 300 F.3d at 812-13.

“Trademarks are classified in one of four categories-fanciful, arbitrary, descriptive, and generic. The amount of protection
inherently available tends to increase from generic to fanciful. Generic words are entitled to no protection, whereas fanciful
terms are usually entitled to strong protection.” Id.

Hearthware argues that because Morningware's revenues are much lower than Hearthware's, Morningware's marks are
not strong. In support, Hearthware relies on Dr. Vanderhart's conclusions, which it did not include in its statement of
additional facts. As such, the Court cannot discern whether Morningware disputes this “evidence.” The Court, accordingly,
does not place any merit on Hearthware's argument.

Although the absence of actual confusion does not preclude a finding of a likelihood of confusion, it is nevertheless a
highly relevant favor. See Facebook, Inc. v. Teachbook.com LLC, 819 F.Supp.2d 764, 781 (N.D.1l.2011) (“[E]Jven though
actual confusion is one of the three factors upon which courts place particular emphasis, the absence of actual confusion
is not fatal to an infringement claim.”) (citing Sands, Taylor & Wood Co. v. Quaker Oats Co., 978 F.2d 947, 960 (7th
Cir.1992) and CAE, Inc., 267 F.3d at 686).

Hearthware has not moved to exclude Mr. Berger's expert testimony on this issue pursuant to Federal Rule of Evidence
702 or Daubert v. Merrell Dow Pharmaceuticals, Inc., 509 U.S. 579, 113 S.Ct. 2786, 125 L.Ed.2d 469 (1993).

Although Morningware does not offer expert testimony on this issue, that does not require the Court to grant Hearthware's
motion for summary judgment. See LG Elecs. U.S.A., Inc. v. Whirlpool Corp. ., No. 08 C 242, 2010 WL 3397358, at *13,
n. 2 (N.D.1ll. Aug.24, 2010) (“Courts do not require that a party proffer expert testimony to establish that the subject of
the false or misleading advertising was material to the consumer's decision to purchase the goods.”) (citing cases).
Although the Court's memorandum opinion and order regarding Hearthware's Rule 12(b)(6) motion to dismiss explained
that Morningware's claims for unfair competition and United States District Court Judge violation of the Illinois UDPTA
track its Lanham Act claims, the Court addressed Morningware's claim for commercial disparagement separately. See
Morningware, 673 F.Supp.2d at 639-40. Neither party, however, presents an argument regarding Morningware's claim
for common law commercial disparagement that is independent of the Lanham Act arguments.

End of Document © 2017 Thomson Reuters. No claim to original U.S. Government Works.
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2010 WL 3781552
Only the Westlaw citation is currently available.

This decision was reviewed by West editorial
staff and not assigned editorial enhancements.

United States District Court, N.D. Florida,
Pensacola Division.

PENSACOLA MOTOR SALES, a Florida
corporation, d/b/a Bob Tyler Toyota, Plaintiff,
V.

EASTERN SHORE TOYOTA, LLC, an Alabama
Limited Liability Company; Daphne Automotive,
LLC, an Alabama Limited Liability Company; Shawn
Esfahani, Individually; and Daphne Enterprises,
Inc., an Alabama Corporation, Defendants.

No. 3:09cv571/RS—MD.
|

Sept. 23, 2010.
Attorneys and Law Firms

Frank Herrera, Miami, FL, John Stephen Derr, Patrick
Vernon Douglas, Quintairos Prieto Wood & Boyer,
Tallahassee, FL, for Plaintiff.

James Nixon Daniel, Beggs & Lane RLLP, Pensacola, FL,
for Defendants.

ORDER
RICHARD SMOAK, District Judge.

*]1 Before me are Defendants' motion for summary
judgment (Doc. 80) and Plaintiff's motion for summary
judgment (Doc. 87).

I. STANDARD OF REVIEW

The basic issue before the court on a motion for summary
judgment is “whether the evidence presents a sufficient
disagreement to require submission to a jury or whether it
is so one-sided that one party must prevail as a matter of
law.” Anderson v. Liberty Lobby, Inc., 477 U.S. 242, 251,
106 S.Ct. 2505, 2512, 91 L.Ed.2d 202 (1986). The moving

party has the burden of showing the absence of a genuine
issue as to any material fact, and in deciding whether
the movant has met this burden, the court must view
the movant's evidence and all factual inferences arising
from it in the light most favorable to the nonmoving
party. Adickes v. S.H. Kress & Co., 398 U.S. 144, 90
S.Ct. 1598, 26 L.Ed.2d 142 (1970); Fitzpatrick v. City
of Atlanta, 2 F.3d 1112, 1115 (11th Cir.1993). Thus, if
reasonable minds could differ on the inferences arising
from undisputed facts, then a court should deny summary
judgment. Miranda v. B & B Cash Grocery Store, Inc.,
975 F.2d 1518, 1534 (11th Cir.1992) (citing Mercantile
Bank & Trust v. Fidelity & Deposit Co., 750 F.2d 838, 841
(11th Cir.1985)). However, a mere scintilla' of evidence
supporting the nonmoving party's position will not suffice;
there must be enough of a showing that the jury could
reasonably find for that party. Walker v. Darby, 911 F.2d
1573, 1577 (11th Cir.1990) (citing Anderson, 477 U.S. at
251).

II. BACKGROUND

The following are the undisputed material facts of the
case. Plaintiff Pensacola Motor Sales, Inc., does business
as Bob Tyler Toyota. Defendant Shawn Esfahani is an
individual Defendant, as well as President and majority
stockholder of the defendant corporations Eastern Shore
Toyota, LLC, and Daphne Enterprises, Inc. Defendants
registered the following domain names without Plaintiff's
authorization:

www.bobtylersuzukiquotes.com
www.bobtylerprices.com
www.boytylertoyotaprices.com
www.bobtylerquotes.com
www.bobtylertoyotapreowned.com
www.bobtylertoyotainventory.com
www.bobtylerusedsuzuki.com
www.bobtylerusedcarquotes.com,
www.bobtylerusedcars.com

www.tyletoyota.com
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www.tylrtoyota.com

These domain were set up to re-
direct internet traffic to Defendants' website,
www.easternshoretoyota.com. They included the “Bob
Tyler” trademark and a copyright notice. The website
www.bobtylertoyotaquotes.com featured a “vehicle quote
application” where internet users could input personal
information and obtain a quote on purchasing
Defendants' vehicles. Plaintiff sent a cease and desist letter
regarding the domains names, and as of February 3, 2010,
all of the domain names were surrendered.

Defendants also purchased “ad words” that contained
“Bob Tyler” from internet search engines such as Google.
When an ad word is purchased, the search engine will
cause the purchaser's ad to show up in the right-hand
column of the website in a list of advertisements, next to
the list of websites that result from the search that are
displayed in the center of the page. In addition to domain
names and ad words containing “Bob Tyler,” Defendants
also purchased domain names and ad words containing
the names of their other competitors.

names

*2  Plaintiff's complaint alleges six counts against
Defendants:

1. false advertising under the Lanham Act,
2. unfair competition under the Lanham Act,

3. violation of the Anti-Cybersquatting Consumer
Protection Act,

4. unfair competition under Florida law,
5. violation of Fla. Stat. § 495.15, and
6. violation of Fla. Stat. § 668.704.

Defendants have moved for summary judgment on all
counts of the amended complaint. Plaintiff has moved for
summary judgment on all counts except count V.

1. ANALYSIS

A. Count I: False Advertising

Count I of the complaint alleges Defendants participated
in false advertising under the Lanham Act, as codified in

15 U.S.C. § 1125(a). To establish a false advertising claim
under § 1125(a), a Plaintiff must demonstrate:

“(1) the ads of the opposing party were false or
misleading, (2) the ads deceived, or had the capacity
to deceive, consumers, (3) the deception had a material
effect on purchasing decisions, (4) the misrepresented
product or service affects interstate commerce, and (5)
the movant has been-or is likely to be-injured as a result
of the false advertising.” North American Medical Corp.
v. Axiom Worldwide, Inc., 522 F.3d 1211, 1224 (11th
Cir.2008).

Defendants argue that they are entitled to summary
judgment on countl because Plaintiff failed to prove
actual confusion and produce evidence that it has suffered
damage as a result of the unauthorized use of its mark.
However, it is clear that actual confusion and damages
are not required under § 1125(a). Capacity to deceive
and likelihood of injury are sufficient. North American
Medical Corp. at 1224. Therefore, summary judgment is
not appropriate for Defendants on count I.

Plaintiff argues that it is entitled to summary judgment
on count I because all of the requirements of a false
advertising claim are satisfied under its version of the
facts. However, Defendants dispute Plaintiff's factual
assertions and argue that the requirements of § 1125(a)
have not been met. Therefore, genuine issues of material
fact remain and summary judgment is not appropriate for
Plaintiffs on count I.

B. Count II: Unfair Competition

Count II of the complaint alleges unfair competition also
under the Lanham Act. Defendants first argue that they
are entitled to summary judgment on count II for the same
reasons as they argued in count I: that Plaintiff has not
established actual confusion or proven damage as a result
of the unauthorized use of its mark.

A showing of actual confusion is not essential to recovery
in a claim for unfair competition. Bauer Lamp Co., Inc.
v. Shaffer, 941 F.2d 1165, 1171 (11th Cir.1991). All that
is required is proof of the likelithood of confusion. /d. at
1172. To determine if there is a likelihood of confusion
in a trademark infringement action, the Eleventh Circuit
considers seven factors: “(1) type of mark, (2) similarity of
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mark, (3) similarity of the products the marks represent,
(4) similarity of the parties' retail outlets and customers,
(5) similarity of advertising media used, (6) defendant's
intent and (7) actual confusion.” Dieter v. B & H
Industries of Southwest Florida, Inc., 880 F.2d 322, 326
(11th Cir.1989). Plaintiff has presented evidence of six
of the seven factors, therefore summary judgment is not
appropriate for Defendants on the likelihood of confusion
issue. In addition, the plain language of the statute does
not require that actual damage occur before relief is
grantedonly that the person bringing the action believes
that he is “likely to be damaged.” 15 U.S.C. § 1125(a)(1).
Therefore, Defendants' arguments again fail as they did
on count I.

*3 Defendants also argue they are entitled to summary
judgment on count II because Plaintiff has not yet been
granted the rights to a trademark, it has only applied to be
registered. However, under the Lanham Act registration
is not necessary. Bauer Lamp Co., Inc. v. Shaffer, 941 F.2d
1164, 1171 (11th Cir.1991). Trademark protection, unlike
copyright protection, accrues with use, not registration.
Id.

Finally, Defendants argue they are entitled to summary
judgment because the internet “key words” or “ad words”
they purchased do not constitute a misrepresentation
or cause confusion under the Lanham Act. However,
Defendants cite no case law in support of their argument
and merely make a factual argument that these ad words
do not meet the requirements of the Lanham Act. Plaintiff
has presented facts that could lead a jury to conclude
that Defendants' purchase of ad words does indeed meet
the requirements of the Lanham Act. Thus, there clearly
remains a genuine issue of material fact, and summary
judgment is not appropriate for Defendants on count II.

Plaintiff has argued that it is entitled to summary
judgment on count II because it has satisfied all of
the requirements of an unfair competition claim under
the Lanham Act. However, Defendants have disputed
Plaintiff's factual contentions and therefore summary
judgment is not appropriate for Plaintiff on count II
because there remain contested issues of material fact.

C. Count III: Anti-Cybersquatting
Consumer Protection Act

Count IIT of the complaint alleges a violation of 15
U.S.C. § 1125(d), which prohibits a person with a “bad
faith intent to profit” from using a protected mark (or
one confusingly similar) of another. Defendants argue
that they are entitled to summary judgment on count III
because Defendants did not act with bad faith. However,
Plaintiff has presented evidence that could lead a jury
to conclude that Defendants did indeed act in bad faith.
Whether Defendants acted in bad faith is a hotly contested
issue of fact which must be resolved by a jury, and
therefore summary judgment is not appropriate on Count
111

D. Count IV: Florida Unfair Competition

Count IV alleges unfair competition by Defendants under
Florida law. Defendants argue that they are entitled to
summary judgment on count IV because Plaintiff was
not damaged and Defendants did not act maliciously and
willfully. Plaintiffs clearly dispute this contention, and
thus there remain issues of material fact on count IV for
the jury to determine. Furthermore, the legal standards
for federal unfair competition claims and for common law
unfair competition claims are essentially the same. See
Monsanto Co. v. Campuzano, 206 F.Supp.2d 1252, 1267
(S.D.Fla.2002) (citing Tally—Ho, Inc. v. Coast Community
College Dist., 889 F.2d 1018, 1025-26 and n. 14 (11th
Cir.1989)). Thus, for the same reasons summary judgment
is inappropriate on the federal unfair competition claim
(Part B, supra ) summary judgment is also denied on count
IV.

E. Count V: Violation of Fla. Stat. § 495.151

*4 In count V, Plaintiff alleges that Defendants have
diluted the mark “Bob Tyler” in violation of Fla. Stat.
§ 495.151. Defendants argue that they are entitled to
summary judgment because Plaintiff has not proven
irreparable harm, and because Defendants have ceased
using the websites at issue.

Similar to unfair competition claims, the legal standards
under the federal and Florida antidilution statutes are
the same. Rain Bird Corp. v. Taylor, 665 F.Supp.2d 1258,
1267 (N.D.Fla.2009) (citing Great Southern Bank v. First
Southern Bank, 625 S0.2d 463, 471 (Fla.1993)). To prevail
on a federal dilution claim, and thus also on a Florida
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dilution claim, the plaintiff must demonstrate that: “(1)
the plaintiff's mark is famous; (2) the defendant used the
plaintiff's mark after the plaintiff's mark became famous;
(3) the defendant's use was commercial and in commerce;
and (4) the defendant's use of the plaintiff's mark has likely
caused dilution.” Rain Bird Corp. at 1266-67 (citing Jada
Toys, Inc. v. Mattell, Inc., 518 F.3d 628, 633 (9th Cir.2008)
(citing 15 U.S.C. § 1125(c)(1)).

Under the plain language of § 495.151, neither irreparable
harm nor continuing use is required to successfully bring
an action under the statute. Defendants have provided no
legal support for their argument to the contrary. Summary
judgment on count V is denied.

F. Count VI: Violation of Fla. Stat. § 668.704

In count VI, Plaintiff brings a claim under Fla. Stat. §
668.704, alleging that Defendants violated Fla. Stat. §
668.703(1). Section 668.703(1) provides in pertinent part:

A person with an intent to engage
in conduct involving the fraudulent
use or possession of another person's
identifying information may not
represent oneself, directly or by
implication, to be another person
without the authority or approval of
such other person through the use of
a web page or Internet domain name
and use that web page, Internet
domain name, or a link to that web
page or domain name or another site
on the Internet to induce, request,
or solicit a resident of [Florida] to
provide identifying information.

Defendants argue that they are entitled to summary
judgment on count VI because the evidence is
insufficient. However, Plaintiff has presented evidence
that Defendants solicited personal information on one
of its domain names through a tab seeking credit

applications. This is sufficient to create an issue of material
fact that must be determined by the jury, and therefore
summary judgment is not appropriate on count VI for
either party.

G. Punitive Damages

Defendants also request summary judgment on Plaintiff's
claim for punitive damages. Defendant first argues it
is entitled to summary judgment on punitive damages
because Plaintiff has failed to prove actual damages,
citing a Southern District of Florida case where
punitive damages were vacated after the jury's award
of compensatory damages was vacated. See Alphamed
Pharmaceuticals Corp. v. Arriva Pharmaceuticals, Inc., 432
F.Supp.2d 1319, 1355 (S.D.Fla.2006). In the instant case
a jury has yet to determine if Plaintiff is entitled to any
damages, therefore a ruling on the validity of punitive
damages is premature.

*5 Defendants also argue they are entitled to
summary judgment on the issue of punitive damages
because Plaintiff has not sufficiently proven intentional
misconduct or gross negligence. Plaintiff has alleged
facts that could lead a reasonable jury to conclude
that intentional misconduct or gross negligence occurred.
Therefore, it is clear that this is a disputed issue of fact that
must be resolved by the jury, and summary judgment is
not appropriate.

Iv. CONCLUSION

Defendants' motion for summary judgment (Doc. 80) and
Plaintiff's motion for summary judgment (Doc. 87) are
denied.

ORDERED.

All Citations

Not Reported in F.Supp.2d, 2010 WL 3781552

End of Document
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Synopsis

Background: Provider of technology-based language
learning products and services brought action alleging
that internet search engine operator actively assisted
third party advertisers to mislead consumers and
misappropriated its trademarks by using trademarks as
keyword triggers for paid advertisements and within
title and text of paid advertisements on operator's
website. The United States District Court for the Eastern
District of Virginia, Gerald Bruce Lee, J., dismissed
unjust enrichment claim, 732 F.Supp.2d 628, and entered
summary judgment in operator's favor, 730 F.Supp.2d
531. Provider appealed.

Holdings: The Court of Appeals, Traxler, Chief Judge,
held that:

[1] summary judgment on provider's trademark

infringement claim was not warranted;

[2] operator's use of marks was not protected by
functionality doctrine;

[3] summary judgment on provider's contributory
infringement claim was not warranted;

[4] operator was not liable for vicarious trademark
infringement;

[5] operator was not unjustly enriched by its auctioning of
trademarks; and

[6] summary judgment on provider's trademark dilution
claim was not warranted.

Affirmed in part, vacated in part, and remanded.

West Headnotes (32)

1] Trademarks
&= Infringement
To establish trademark infringement under
Lanham Act, plaintiff must prove that: (1)
it owns valid mark; (2) defendant used
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2]

K]

4]

mark in commerce and without plaintiff's
authorization; (3) defendant used mark or
imitation of it in connection with sale, offering
for sale, distribution, or advertising of goods
or services; and (4) defendant's use of mark is
likely to confuse consumers. Lanham Act, §
32(a), I5 U.S.C.A. § 1114(a).

40 Cases that cite this headnote

Federal Courts
&= Matters of substantive law

Trademarks
&= Findings

District court's failure to consider all nine
traditional likelihood-of-confusion factors is
not reversible error in ruling on trademark
infringement claim, especially when offending
use of plaintiff's trademark is referential
or nominative in nature; however, district
court opting not to address given factor or
group of factors should provide at least brief
explanation of its reasons. Lanham Act, §
32(a), I5U.S.C.A. § 1114(a).

4 Cases that cite this headnote

Trademarks
&= Strength or fame of marks;degree of
distinctiveness

When defendant creates association between
its goods or services and plaintiff's mark,
strength of mark is relevant consideration
in ruling on trademark infringement claim,
since encroachment upon strong mark is more
likely to cause confusion. Lanham Act, §
32(a), 15 U.S.C.A.§ 1114(a).

18 Cases that cite this headnote

Federal Civil Procedure
&= Copyright, trademark, and unfair

competition cases

Genuine issues of material fact as to whether
internet search engine operator's auctioning
of marks owned by provider of technology-
based language learning products and services
as keyword triggers for links sponsored

151

o]

PUBLIC

by third party advertisers was intended to
produce confusion in minds of consumers
about origin of goods or services in question,
and whether it in fact did so, precluded
summary judgment on provider's trademark
infringement claim against operator. Lanham
Act, § 32(a), 15 U.S.C.A. § 1114(a).

2 Cases that cite this headnote

Federal Civil Procedure
&= Copyright, trademark, and unfair
competition cases

Federal Civil Procedure
&= Admissibility

Anecdotal customer testimony, internet
search engine operator's in-house studies, and
expert's report were admissible as evidence
of actual confusion for summary judgment
purposes in trademark infringement action
brought by provider of technology-based
language learning products and services
against operator that auctioned its marks to
third party advertisers, even though customers
were aware that they were not purchasing
directly from provider, and there were only
five instances of actual confusion out of
more than 100,000 impressions over six years,
where provider claimed that customers were
confused as to goods' sponsorship, district
court permitted only five “actual confusion”
depositions, and there was evidence of more
than 260 other instances of actual confusion.
Lanham Act, § 32(a), 15 U.S.C.A.§ 1114(a).

3 Cases that cite this headnote

Trademarks

= Knowledge, intent, and motive;bad faith
Trademarks

4= Trade dress

Presumption of likelihood of consumer
confusion arises from intentional copying
of plaintiff's trade dress or trademark by
defendant.

3 Cases that cite this headnote
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171

8]

191

[10]

Trademarks
&= Functionality

Internet search engine operator's use of
marks owned by provider of technology-
based language learning products and services
as keyword triggers for links sponsored by
third party advertisers was not protected
by functionality doctrine from imposition of
liability for trademark infringement under
Lanham Act, even if marks made operator's
product more useful; provider's use of its own
mark was not essential for functioning of
its language-learning products, which would
operate no differently if they were branded
with another name. Lanham Act, §§ 2(e)(5),
32(a), 33(b)(8), 15 U.S.C.A. §§ 1052(e)(5),
1114(a), 1115(b)(8).

1 Cases that cite this headnote

Trademarks
&= Functionality

Product feature is “functional,” and thus
is not protected by Lanham Act, if it is
reason device works, or it constitutes actual
benefit that customer wishes to purchase, as
distinguished from assurance that particular
entity made, sponsored, or endorsed product.
Lanham Act, § 2(e)(5), 15 U.S.C.A. § 1052(e)

(5).

2 Cases that cite this headnote

Trademarks

&= Contributory liability

“Contributory infringement” is judicially
created doctrine that derives from common
law of torts, under which liability may
be imposed upon those who facilitate or

encourage trademark infringement. Lanham
Act, § 32(a), 15 U.S.C.A. § 1114(a).

2 Cases that cite this headnote

Trademarks
&= Contributory liability

[11]

[12]

[13]

PUBLIC

To establish contributory trademark
infringement claim, it is not enough to have
general knowledge that some percentage of
purchasers of product or service is using
it to engage in infringing activities; rather,
defendant must supply its product or service
to identified individuals that it knows or has
reason to know are engaging in trademark
infringement. Lanham Act, § 32(a), 15
U.S.C.A.§ 1114(a).

6 Cases that cite this headnote

Trademarks
&= Contributory liability

For there to be liability for contributory
trademark infringement, plaintiff must
establish underlying direct infringement.
Lanham Act, § 32(a), 15 U.S.C.A. § 1114(a).

18 Cases that cite this headnote

Federal Civil Procedure
&= Copyright, trademark, and unfair
competition cases

Genuine issue of material fact as to whether
internet search engine operator continued
to supply its keyword advertising services
to known trademark infringers precluded
summary judgment on  contributory
infringement claim brought against operator
by provider of technology-based language
learning products and services. Lanham Act,
§32(a), 15 U.S.C.A.§ 1114(a).

2 Cases that cite this headnote

Trademarks
&= Persons Liable

Liability for vicarious
infringement requires finding that defendant
and infringer have apparent or actual
partnership, have authority to bind one
another in transactions with third parties
or exercise joint ownership or control over
infringing product. Lanham Act, § 32(a), 15
U.S.C.A.§ 1114(a).

trademark
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[14]

[15]

[16]

17]

8 Cases that cite this headnote

Trademarks
&= Persons Liable

Internet search engine operator that
auctioned keyword triggers for links
sponsored to third party advertisers was not
liable for vicarious trademark infringement
under Lanham Act based on advertisers' sales
of counterfeit products, where there was no
evidence that operator acted jointly with any
advertiser to control counterfeit products.

Lanham Act, § 32(a), 15 U.S.C.A. § 1114(a).

6 Cases that cite this headnote

Implied and Constructive Contracts
@= Unjust enrichment

Under Virginia law, cause of action for unjust
enrichment rests upon doctrine that a man
shall not be allowed to enrich himself unjustly
at expense of another.

1 Cases that cite this headnote

Implied and Constructive Contracts
&= Unjust enrichment

Under Virginia law, to avoid unjust
enrichment, equity will effect contract implied
in law requiring one who accepts and receives
services of another to make reasonable
compensation for those services.

5 Cases that cite this headnote

Implied and Constructive Contracts
&= Unjust enrichment

Under Virginia law, plaintiff asserting unjust
enrichment must demonstrate that: (1) he
conferred benefit on defendant; (2) defendant
knew of benefit and should reasonably have
expected to repay plaintiff; and (3) defendant
accepted or retained benefit without paying
for its value.

5 Cases that cite this headnote

(18]

[19]

[20]

[21]

122]

PUBLIC

Contracts
&= Implied agreements
Under Virginia law, “implied-in-fact

contract” is actual contract that was not
reduced to writing, but court infers existence
of contract from parties' conduct.

3 Cases that cite this headnote

Contracts
&= Implied agreements

Under Virginia law, to recover under contract
implied-in-fact, plaintiff must allege facts to
raise implication that defendant promised to
pay plaintiff for such benefit.

3 Cases that cite this headnote

Implied and Constructive Contracts

&= Effect of Express Contract
Under Virginia law, concept of implied-in-
law contract, or quasi contract, applies only
when there is no actual contract or meeting of
minds.

5 Cases that cite this headnote

Implied and Constructive Contracts
&= Unjust enrichment

Under Virginia law, internet search engine
operator was not unjustly enriched by
its auctioning of trademarks belonging
to provider of technology-based language
learning products and services as keyword
triggers for links sponsored by third party
advertisers, where there was no evidence that
operator should reasonably have expected to
pay for use of marks in its keyword query
process.

1 Cases that cite this headnote

Trademarks

&= Nature and extent of harm;similarity,
competition, and confusion

“Trademark dilution” is whittling away of
established trademark's selling power and
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23]

[24]

125]

[26]

value through its unauthorized use by others.
Lanham Act, §43(c)(1), 15 U.S.C.A. § 1125(c)

(D).

Cases that cite this headnote

Trademarks
&= Of one's own product;fair use

Fair use essentially amounts to affirmative
defense against claim of trademark dilution.
Lanham Act, § 43(c)(3)(A), 15 US.CA. §
1125(c)(3)(A).

2 Cases that cite this headnote

Trademarks
é= Nature and Elements in General

To state prima facie dilution claim under
Federal Trademark Dilution Act (FTDA),
plaintiff must show that: (1) plaintiff owns
famous mark that is distinctive; (2) defendant
has commenced using mark in commerce
that allegedly is diluting famous mark; (3)
similarity between defendant's mark and
famous mark gives rise to association between
marks; and (4) association is likely to impair
famous mark's distinctiveness or likely to
harm famous mark's reputation. Lanham Act,
§ 43(c)(1), 15 U.S.C.A. § 1125(c)(1).

30 Cases that cite this headnote

Trademarks
@ Defenses, excuses, and justifications

Once famous mark's owner establishes prima
facie case of trademark dilution by blurring
or tarnishment, it falls to defendant to
demonstrate that its use constituted fair use
other than as designation of source for
defendant's own goods or services. Lanham
Act, § 43(c)(3)(A), 15 U.S.C.A. § 1125(c)(3)
(A).

5 Cases that cite this headnote

Trademarks
&= Of one's own product;fair use

127]

28]

129]

[30]

PUBLIC

Defendant in trademark dilution action must
show that its use of mark was in good faith
in order to establish fair use defense under
Federal Trademark Dilution Act (FTDA).
Lanham Act, § 43(c)(3)(A), 15 U.S.CA. §
1125(c)(3)(A).

4 Cases that cite this headnote

Federal Civil Procedure
&= Copyright, trademark, and unfair
competition cases

Genuine issues of material fact as to whether
internet search engine operator's use of
marks owned by provider of technology-
based language learning products and services
as keyword triggers for links sponsored
by third party advertisers diluted provider's
marks, and whether provider's marks were
famous when operator first permitted their
use as keyword triggers precluded summary
judgment on provider's trademark dilution
claim against operator. Lanham Act, § 43(c)
(1), I5U.S.C.A. § 1125(c)(1).

Cases that cite this headnote

Trademarks

&= Marks protected;strength or fame
Defendant's first diluting use of famous mark
fixes time by which famousness is to be
measured for purposes of Federal Trademark
Dilution Act (FTDA). Lanham Act, § 43(c)
(1), I5U.S.C.A. § 1125(c)(1).

6 Cases that cite this headnote

Trademarks
&= Alphabetical listing

ROSETTA STONE.

Cases that cite this headnote

Trademarks
@ Alphabetical listing
ROSETTA STONE LANGUAGE

LEARNING SUCCESS.
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Cases that cite this headnote

[31] Trademarks
&= Alphabetical listing

ROSETTA WORLD.

Cases that cite this headnote

[32] Trademarks
&= Alphabetical listing

ROSETTASTONE.COM.

Cases that cite this headnote
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Before TRAXLER, Chief Judge, KEENAN, Circuit
Judge, and HAMILTON, Senior Circuit Judge.

Affirmed in part, vacated in part, and remanded by
published opinion. Chief Judge TRAXLER wrote the
opinion, in which Judge KEENAN and Senior Judge
HAMILTON joined.

OPINION

TRAXLER, Chief Judge:
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Appellant Rosetta Stone Ltd. appeals from an order,
see Rosetta Stone Ltd. v. Google Inc., 730 F.Supp.2d
531 (E.D.Va.2010), granting summary judgment against
Rosetta Stone on its claims against Appellee Google
Inc. for trademark infringement, see 15 U.S.C. § 1114(1)
(a); contributory and vicarious trademark infringement;
and trademark dilution, see 15 U.S.C. § 1125(c)(1).
Rosetta Stone also appeals from an order dismissing
its unjust enrichment claim under Virginia Law. See
Rosetta Stone Ltd. v. Google Inc., 732 F.Supp.2d 628
(E.D.Va.2010). For the reasons that follow, we affirm
the district court's order with respect to the vicarious
infringement and unjust enrichment claims; however, we
vacate the district *150 court's order with respect to
the direct infringement, contributory infringement and
dilution claims and remand these claims for further
proceedings.

I. Background

In conducting a de novo review of the district court's order
granting summary judgment in favor of Google, “we view
the facts and draw all reasonable inferences therefrom
in the light most favorable to [Rosetta Stone], as the
nonmoving party.” Georgia Pac. Consumer Prods., LP
v. Von Drehle Corp., 618 F.3d 441, 445 (4th Cir.2010).
Bearing this standard in mind, we review the underlying
facts briefly.

Rosetta Stone began in 1992 as a small, family-
owned business that marketed its language-learning

software under the brand name “Rosetta Stone.” ! By
2006, Rosetta Stone had become an industry leader in
technology-based language-learning products and online
services, and, by January 2010, it had become a publicly
traded corporation with 1,738 employees and gross
revenues of approximately $252 million. Its products
consist of “software, online services and audio practice
tools” available in over thirty languages. J.A. 203.

Rosetta Stone owns and wuses several registered
marks in connection with its products and services:
ROSETTA STONE, ROSETTA STONE LANGUAGE
LEARNING SUCCESS, ROSETTASTONE.COM, and
ROSETTA WORLD. Using this family of registered
marks, Rosetta Stone markets its brand through various
types of media, including the Internet, television, radio,
magazines and other print media, and kiosks in public
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venues. From 2003 through 2009, Rosetta Stone spent
approximately $57 million for television and radio
advertising, $40 million for print media marketing, and
$12.5 million to advertise on the Internet. In 2009,
Rosetta Stone's marks enjoyed the highest level of brand
recognition by far in the domestic language-learning

market.> Rosetta Stone has achieved international
success as well, with its products in use in over 150
countries.

Rosetta Stone began advertising in connection with
Google's website and online services in 2002 and has
continued to do so since that time. Google operates one
of the world's most popular Internet search engines—
programs that enable individuals to find websites and
online content, generally through the use of a “keyword”
search. See Retail Servs., Inc. v. Freebies Publ'g, 364
F.3d 535, 541 n. 1 (4th Cir.2004). When an Internet
user enters a word or phrase—the keyword or keywords
—into Google's search engine, Google returns a results
list of links to *151
has determined to be relevant based on a proprietary
algorithm.

websites that the search engine

In addition to the natural list of results produced by the
keyword search, Google's search engine also displays paid
advertisements known as “Sponsored Links” with the
natural results of an Internet search. Google's AdWords
advertising platform permits a sponsor to “purchase”
keywords that trigger the appearance of the sponsor's
advertisement and link when the keyword is entered as
a search term. In other words, an advertiser purchases
the right to have his ad and accompanying link displayed
with the search results for a keyword or combination of
words relevant to the advertiser's business. Most sponsors
advertising with Google pay on a “cost-per-click” basis,
meaning that the advertiser pays whenever a user of
Google's search engine clicks on the sponsored link.

Google displays up to three sponsored links in a
highlighted box immediately above the natural search
results, and it also displays sponsored links to the right
of the search results, but separated by a vertical line. As
this suggests, more than one sponsor can purchase the
same keyword and have a link displayed when a search
for that keyword is conducted. Would-be advertisers
purchase their desired keywords through an auction where
advertisers bid competitively against each other for page
position on the search results page. Generally speaking,



Rosetta Stone Ltd. v. Google, Inc., 676 F.3d 144 (2012)
102 U.S.P.Q.2d 1473

users of the Internet are apparently more likely to click
on ads that appear higher up on the search results
page. Accordingly, an advertiser will try to outbid its
competitors for the top positions in order to maximize
the number of clicks on the advertiser's text ads. For
the advertiser, more clicks yield increased web traffic,
which means more potential website sales. Google, in turn,
benefits by placing the most relevant ads in the most
desirable locations, which increases the likelihood of a
high click-through rate and leads to increased advertising
revenue.

An advertiser must register for a Google AdWords
account before bidding on a keyword. Under AdWords'
boilerplate terms and conditions, the account holder must
agree to assume responsibility for its selected keywords,
for all advertising content, and for “ensuring that [its] use
of the keywords does not violate any applicable laws.”
J.A.4081. Account holders must also agree to refrain from
“advertis[ing] anything illegal or engag[ing] in any illegal
or fraudulent business practice.” J.A. 2382.

Prior to 2004, Google's policy precluded both the use
of trademarks in the text of an advertisement and
the use of trademarks as keywords upon request of
the trademark owner. In 2004, Google loosened its
trademark usage policy to allow the use of third-party
trademarks as keywords even over the objection of
the trademark owner. Google later even introduced a
trademark-specific keyword tool that suggested relevant
trademarks for Google's advertising clients to bid on as
keywords. Google, however, continued to block the use of
trademarks in the actual advertisement text at the request
of a trademark owner. At that time, Google's internal
studies suggested the unrestricted use of trademarks in the
text of an advertisement might confuse Internet users.

Finally, in 2009, Google changed its policy to permit
the limited use of trademarks in advertising text in four
situations: (1) the sponsor is a reseller of a genuine
trademarked product; (2) the sponsor makes or sells
component parts for a trademarked product; (3) the
sponsor offers compatible parts or goods for use with
the trademarked product; or (4) the sponsor provides
information about or reviews *152 a trademarked
product. Google's policy shift came after it developed the
technology to automatically check the linked websites to
determine if the sponsor's use of the trademark in the ad

text was legitimate. 3
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Rosetta Stone contends that Google's policies concerning
the use of trademarks as keywords and in ad text
created not only a likelihood of confusion but also
actual confusion as well, misleading Internet users into
purchasing counterfeit ROSETTA STONE software.
Moreover, Rosetta Stone alleges that it has been plagued
with counterfeiters since Google announced its policy
shift in 2009. According to Rosetta Stone, between
September 3, 2009, and March 1, 2010, it was forced to
report 190 instances to Google in which one of Google's
sponsored links was marketing counterfeit ROSETTA
STONE products.

Rosetta Stone filed this action against Google,
asserting several claims: direct trademark infringement
under the Lanham Act, see 15 U.S.C. § 1114(1)
(a); contributory trademark infringement; (3) vicarious
trademark infringement; (4) trademark dilution, see 15
U.S.C. § 1125(c)(1); and (5) unjust enrichment. Google
filed a motion for summary judgment as to all claims
except unjust enrichment. As to that claim, Google moved
to dismiss. The district court granted Google's motion for
summary judgment on all claims and granted the motion
to dismiss the unjust enrichment claim. The district court
denied Rosetta Stone's cross-motion for partial summary
judgment.

I1. Direct Infringement

The district court entered summary judgment against
Rosetta Stone as to its direct trademark infringement
claim, concluding (A) that there is not a genuine issue of
fact as to whether Google's use of ROSETTA STONE
created a likelihood of confusion; and (B) that the
“functionality doctrine” shielded Google from liability
in any event. We conclude that neither ground can
sustain the summary judgment order as to this claim.
Accordingly, we vacate the district court's order as it
pertains to the direct infringement claim and remand for
further proceedings.

A. Likelihood of Confusion

[1] To establish trademark infringement under the
Lanham Act, a plaintiff must prove: (1) that it owns a
valid mark; (2) that the defendant used the mark “in
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commerce” and without plaintiff's authorization; (3) that
the defendant used the mark (or an imitation of it) “in
connection with the sale, offering for sale, distribution,
or advertising” of goods or services; and (4) that the
defendant's use of the mark is likely to confuse consumers.
15 US.C. § 1114(a); see Louis Vuitton Malletier S.A.
v. Haute Diggity Dog, LLC, 507 F.3d 252, 259 (4th
Cir.2007); People for the Ethical Treatment of Animals v.
Doughney, 263 F.3d 359, 364 (4th Cir.2001).

According to the district court, Google did not dispute
that Rosetta Stone was able to surmount the summary
judgment barrier on all of the infringement elements
except the likelihood of confusion element. See Rosetta
Stone, 730 F.Supp.2d at 540-41. On appeal, Google does

not take issue with this statement.® Thus, we assume
for *153 purposes of this appeal that Google's policy
permitting advertisers to use Rosetta Stone's marks as
keywords in the AdWords program and to use Rosetta
Stone's marks in the text of advertisements constituted
an unauthorized use “in commerce” and “in connection
with the sale, offering for sale, distribution, or advertising
of any goods or services.” 15 U.S.C. § 1114(1)(a). The
only question for us on Rosetta Stone's direct trademark
infringement claim is whether there is sufficient evidence
for a finder of fact to conclude that Google's “use” of
the mark in its AdWords program is “likely to produce
confusion in the minds of consumers about the origin of
the goods or services in question.” CareFirst of Md., Inc. v.
First Care, P.C., 434 F.3d 263, 267 (4th Cir.2006) (internal
quotation marks omitted).

This court has articulated at least nine factors that
generally are relevant to the “likelihood of confusion”
inquiry:

(1) the strength or distinctiveness of
the plaintiff's mark as actually used
in the marketplace; (2) the similarity
of the two marks to consumers;
(3) the similarity of the goods or
services that the marks identify;
(4) the similarity of the facilities
used by the markholders; (5) the
similarity of advertising used by
the markholders; (6) the defendant's
intent; (7) actual confusion; (8) the
quality of the defendant's product;
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and (9) the sophistication of the
consuming public.

George & Co., LLC v. Imagination Entm't Ltd., 575 F.3d
383, 393 (4th Cir.2009). Although summary judgment on
the likelihood of confusion issue is certainly permissible
in appropriate cases, we have noted this is “an inherently
factual issue that depends on the facts and circumstances
in each case.” Lone Star Steakhouse & Saloon, Inc. v.
Alphaof Va., Inc., 43 F.3d 922, 933 (4th Cir.1995) (internal
quotation marks omitted).

The district court indicated that “only three of the
nine confusion factors are in dispute: (1) defendant's
intent; (2) actual confusion; and (3) the consuming
public's sophistication.” Rosetta Stone, 730 F.Supp.2d
at 541. Weighing both Rosetta Stone's evidence and
Google's rebuttal evidence, the district court concluded
that all three “disputed” factors favored Google. The
district court then stated that it had “[blalanc[ed] all
of the disputed likelihood of confusion factors, ... [and]
conclude[d] that Google's use of the Rosetta Stone Marks
d[id] not amount to direct trademark infringement.”
Id. at 545. On appeal, Rosetta Stone argues that the
district court failed to consider the effect of the other
“undisputed” confusion factors, suggesting that all of
these factors favor Rosetta Stone. Rosetta Stone also
contends that there was sufficient evidence to create a
genuine issue of fact as to whether the three “disputed”
confusion factors favored Google or Rosetta Stone. We
address these arguments in turn.

1. Failure to Address All Factors

[2] Rosetta Stone contends that the district court's
failure to consider all nine of the traditional likelihood-of-
confusion *154 factors was reversible error. We cannot
agree. This judicially created list of factors is not intended
to be exhaustive or mandatory. See Pizzeria Uno Corp. v.
Temple, 747 F.2d 1522, 1527 (4th Cir.1984) (setting forth
factors one through seven); see also Sara Lee Corp. v.
Kayser—Roth Corp., 81 F.3d 455, 463-64 (4th Cir.1996)
(identifying factors eight and nine). These “factors are
not always weighted equally, and not all factors are
relevant in every case.” Louis Vuitton, 507 F.3d at 259—
60. In fact, “there is no need for each factor to support
[the plaintiff's] position on the likelihood of confusion
issue.” Synergistic Int'l, LLC v. Korman, 470 F.3d 162,
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171 (4th Cir.2006). Rather, the confusion “factors are
only a guide—a catalog of various considerations that
may be relevant in determining the ultimate statutory
question of likelihood of confusion.” Anheuser—Busch,
Inc.v. L & L Wings, Inc., 962 F.2d 316, 320 (4th Cir.1992).
Accordingly, there is no hard and fast rule that obligates
the district court to discuss each non-mandatory factor.

This is especially true when the offending use of the
plaintiff's trademark is referential or nominative in nature.
See Century 21 Real Estate Corp. v. Lendingtree, Inc.,
425 F.3d 211, 217 (3d Cir.2005). Unlike the typical
infringement fact-pattern wherein the defendant “passe[s]
off another's mark as its own” and “confusfes] the
public as to precisely whose goods are being sold,” id.,
a nominative use is one in which the defendant uses
the plaintiff's trademark to identify the plaintiff's own
goods, see Tiffany (NJ) Inc. v. eBay Inc., 600 F.3d 93,
102 (2d Cir.2010), and “makes it clear to consumers
that the plaintiff, not the defendant, is the source of
the trademarked product or service,” Century 21, 425
F.3d at 220; see Tiffany, 600 F.3d at 102 (explaining
that a “nominative fair use” does not create “confusion
about the source of [the] defendant's product” (internal
quotation marks omitted)). An example of this type of use
would be where an automobile repair shop specializing
in foreign vehicles runs an advertisement using the
trademarked names of various makes and models to
highlight the kind of cars it repairs. See New Kids On The
Block v. News Am. Publ'g, Inc., 971 F.2d 302, 306-07 (9th
Cir.1992).

In the context of a referential or nominative type of
use, the application of the traditional multi-factor test
is difficult because often many of the factors “are either
unworkable or not suited or helpful as indicators of
confusion in this context.” Century 21, 425 F.3d at 224;
see Playboy Enters., Inc. v. Welles, 279 F.3d 796, 801
(9th Cir.2002). For example, the first two factors in
our list—the similarity of the marks and the strength
of the plaintiff's mark—are clearly of limited value for
assessing the kind of use at issue here. Consideration of
the similarity of the marks will always suggest the presence
of consumer confusion—the mark used will always be
identical “because, by definition, nominative use involves
the use of another's trademark in order to describe the
trademark owner's own product.” Century 21, 425 F.3d
at 224. The similarity factor does not account for context
and “lead][s] to the incorrect conclusion that virtually all
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nominative uses are confusing.” Playboy Enters., 279 F.3d
at 801.

[31 The strength of the plaintiff's mark is also of
limited probative value as to the confusion created by a
nominative use. When a defendant creates an association
between its goods or services and plaintiff's mark, the
strength of the mark is relevant since encroachment upon
a strong mark is more likely to cause confusion. See
CareFirst of Md., 434 F.3d at 270 (“A strong trademark
is one that is rarely used by parties other than the owner
of the *155 trademark, while a weak trademark is one
that is often used by other parties.” (internal quotation
marks omitted)). Of course, in the nominative use context,
the defendant is not passing off its products under the
plaintiff's mark but rather is using plaintiff's mark to refer
to plaintiff's own products. The strength of the mark is
often not informative as to confusion in this context. See
Century 21, 425 F.3d at 225.

The district court also did not address the two factors
relating to the trademarked goods—the similarity of
the parties' goods and services and the quality of the
defendant's goods. Because Google offers no products
or services under Rosetta Stone's mark, these factors are
irrelevant in this context.

The final two factors not addressed by the district court—
the similarity of facilities and the similarity of advertising
—are likewise of no relevance here. When considering
the similarity of facilities, courts are trying to determine
if confusion is likely based on “how and to whom the
respective goods of the parties are sold,” and the key
question is whether “both products [are] sold in the same
‘channels of trade.” ” 4 J. Thomas McCarthy, McCarthy
on Trademarks and Unfair Competition § 24:51 [hereinafter
McCarthy on Trademarks]; see Sara Lee Corp., 81 F.3d at
466 (similarity of distribution channels favored confusion
where the parties' products were sold, “often side-by-
side,” in the same mass merchandising outlets). As Google
distributes no respective product via the Internet or
other outlets, this factor does not aid the likelihood-of-
confusion analysis in this case.

We hasten to add that we are not adopting a position
about the viability of the nominative fair-use doctrine
as a defense to trademark infringement or whether this
doctrine should formally alter our likelihood-of-confusion
test in some way. That question has not been presented
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here and we leave it for another day. We have merely
attempted to highlight the problems inherent in the
robotic application of each and every factor in a case
involving a referential, nontrademark use. Accordingly,
the district court did not commit reversible error in failing
to address every factor. In the future, however, a district
court opting not to address a given factor or group of
factors should provide at least a brief explanation of its
reasons.

2. Remaining “Disputed”
Factors: Genuine Issues of Fact

[4] Nevertheless, we agree that summary judgment
should not have been granted. As explained in the
discussion that follows, the district court did not properly
apply the summary judgment standard of review but
instead viewed the evidence much as it would during a
bench trial.

(a) Intent

The district court concluded that no reasonable trier of
fact could find that Google intended to create confusion
by permitting the use of ROSETTA STONE in the text
of sponsored links or as keywords in Google's AdWords
program. The court found it especially significant that
“there is no evidence that Google is attempting to pass off
its goods or services as Rosetta Stone's.” Id. at 541.

The record shows that prior to 2004, Google did not
allow the use of trademarks as keyword search triggers
for unauthorized advertisers or in the body or title of
the text of an advertisement. In 2004, Google loosened
its restrictions on the use of trademarks as keywords to
“[p]rovide users with more choice and greater access to
relevant information.” J.A. 4264. The underlying reason
was largely financial, as *156 Google's research showed
that “[a]bout 7% [of its] total revenue [was] driven by
[trademark]ed keywords.” J.A. 4265. With the policy
shift, Google understood that “[t]here [would be] a slight
increase in risk that we and our partners will be the subject
of lawsuits from unhappy trademark owners.” J.A. 4271.
At that time, however, Google “continue [d] to prevent
advertisers from using ... trademarks in their ad text or
ad titles unless the advertiser is authorized to do so by
the trademark owner.” J.A. 4263. Indeed, internal studies
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performed by Google at this time suggested that there
was significant source confusion among Internet searchers
when trademarks were included in the title or body of the
advertisements.

Nonetheless, Google shifted its policy again in 2009,
telling its customers and potential customers that “we
are adjusting our trademark policy ... to allow some ads
to use trademarks in the ad text. Under certain criteria,
you can use trademark terms in your ad text ... even if
you don't own that trademark or have explicit approval
from the trademark owner to use it.” J.A. 4383. Google
expected a substantial boost in revenue from the policy
change as well as an uptick in litigation from trademark
owners. The record does not contain further Google
studies or any other evidence suggesting that in 2009
source confusion relating to the use of trademarks in the
body of an advertisement was any less significant than in
2004. Viewing the evidence and all reasonable inferences
in a light most favorable to Rosetta Stone, as we are
required to do on a motion for summary judgment, we
conclude that a reasonable trier of fact could find that
Google intended to cause confusion in that it acted with
the knowledge that confusion was very likely to result
from its use of the marks.

(b) Actual Confusion

(i) Actual Purchaser Confusion

Rosetta Stone presented both survey and anecdotal
evidence of actual confusion in connection with Google's
use of trademarks in its AdWords program. See George
& Co., 575 F.3d at 398 (“Actual confusion can be
demonstrated by both anecdotal and survey evidence.”).
Both types of evidence are relevant, and neither category is
necessarily required to prove actual confusion. See Tools
USA & Equip. Co. v. Champ Frame Straightening Equip.,
Inc., 87 F.3d 654, 661 (4th Cir.1996).

First, the record includes the deposition testimony of
five consumers who attempted to buy a ROSETTA
STONE software package via the Internet in 2009 after
Google began permitting use of ROSETTA STONE and
other trademarks in the text of the sponsored links.
Each of these would-be customers purchased bogus
ROSETTA STONE software from a sponsored link
that they mistakenly believed to be either affiliated with



Rosetta Stone Ltd. v. Google, Inc., 676 F.3d 144 (2012)
102 U.S.P.Q.2d 1473

Rosetta Stone or authorized by Rosetta Stone to resell or
distribute genuine software. In each instance, the customer
received fake software that would not load onto his or
her computer or was so faulty after loading as to be
altogether useless. Each witness testified that he or she
called Rosetta Stone directly, believing that Rosetta Stone
would assist because it was a defective genuine product
or that Rosetta Stone had empowered the reseller to
offer its products. Typical of this set of witnesses was
Steve Dubow, a college-educated founder and owner of a
software company. Mr. Dubow testified that he wanted
to learn Spanish and, after conducting his own research
on the Internet, concluded that the ROSETTA STONE
brand was best for him. Mr. Dubow then described
how he arrived at the decision to purchase *157 from
“bossdisk.com,” one of the sponsored links that was
selling counterfeit ROSETTA STONE products:

... At the time that you entered the terms ... “Rosetta
Stone” in the Google search engine ... in October 2009,
do you recall whether any advertisements appeared on
the first page?

... [W]hat do you mean by advertisements?

Q. Links that appear to you to be companies selling
goods in response to your query.

A. Yes.... There were quite a few under that description,
yes.

Q. What do you recall seeing on the search page results
when you entered Rosetta Stone in the Google search
engine?

A. Isaw a number of sites ... advertising Rosetta Stone
software for a number of different discounted prices.
What attracted us to this particular site was that they
presumed to be a Rosetta Stone reseller reselling OEM
or original equipment manufactured product.

Q. What do you mean by reseller?

A. That they were a ... sanctioned reseller of Rosetta
Stone product.

JLA. 4614c—4615a. Once Mr. Dubow received the
shipment from bossdisk.com and determined that the
software appeared to need a key code to become fully
operational, he called Rosetta Stone because he “thought
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that since this company was a representative perhaps they
just forgot to put the welcome kit in this package and they
would have a key.” J.A. 4620c.

I5] The district court dismissed this anecdotal customer
testimony as evidence of actual confusion for several
reasons. We agree with Rosetta Stone that none of these
reasons provide a proper basis for rejecting this testimony
completely.

First, the district court concluded that the witnesses
indicated they knew they were not purchasing directly
from Rosetta Stone's site and, therefore, “none of the
Rosetta Stone witnesses were confused about the source of
their purchase but only as to whether what they purchased
was genuine or counterfeit.” Rosetta Stone, 730 F.Supp.2d
at 544. More than just source confusion is at issue in
an infringement claim since “[tlhe unauthorized use of
a trademark infringes the trademark holder's rights if
it is likely to confuse an ordinary consumer as to the
source or sponsorship of the goods.” Doughney, 263 F.3d at
366 (emphasis added) (internal quotation marks omitted).
“The confusion that is remedied by trademark and unfair
competition law is confusion not only as to source,
but also as to affiliation, connection or sponsorship.” 4
McCarthy on Trademarks § 23:8.

The district court also reasoned that none of the five
witnesses were confused by a sponsored link “that
conformed to Google's policies—i.e., used the Rosetta
Stone Marks in connection with advertising genuine
goods.” Rosetta Stone, 730 F.Supp.2d at 543. This is no
basis, however, for rejecting this testimony. Whether the
sponsored link conforms to Google's policy is not an issue
that bears upon whether the consuming public, which
is not privy to these policies, is confused by the actual
use of the trademarks in sponsored links. What matters
is whether “the defendant's actual practice is likely to
produce confusion in the minds of consumers about the
origin of the goods or services in question.” CareFirst of
Md., 434 F.3d at 267 (emphasis added) (internal quotation
marks omitted).

Finally, the district court dismissed the anecdotal evidence
as de minimis given that there were only five instances
of actual *158 confusion out of more than “100,000
impressions over six years.” Rosetta Stone, 730 F.Supp.2d
at 543. And, indeed, “[e]vidence of only a small number
of instances of actual confusion may be dismissed as
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de minimis ” where the number of opportunities for
confusion is great. George & Co., 575 F.3d at 398; see
4 McCarthy § 23:14 (“If there is a very large volume
of contacts or transactions which could give rise to
confusion and there is only a handful of instances of
actual confusion, the evidence of actual confusion may
receive relatively little weight.”). Rosetta Stone presented
the deposition testimony of five individuals who had
experienced actual confusion—the maximum number of
“actual confusion” depositions permitted by the district
court in this case. The record, however, contains other
evidence of actual confusion. Rosetta Stone presented
evidence that from April 1, 2009, through December
9, 2009, Rosetta Stone's customer care center received
123 complaints “from individuals who ha[d] purchased
pirated/counterfeit software believing the software to be
genuine Rosetta Stone product,” J.A. 5427, and Rosetta
Stone received 139 additional complaints from December
9, 2009, through March 8, 2010. Although this evidence
does not indicate whether each customer logging a
complaint made the purchase via a sponsored link, it is
reasonable, for purposes of summary judgment, to infer
that a great number of these individuals were confused
by the apparent relationship between Rosetta Stone and
the sponsored link given that Google began allowing
trademarks to be displayed in the ad text in 2009 and in
light of the evidence showing a substantial “proliferation
of sponsored links to pirate/counterfeit sites.” Id.

(i1) Google's In-House Studies
and Google's Corporate Designees

The record also includes various in-house studies
conducted by Google “to analyze user confusion (if
any) associated with ads using [trademark] terms.” J.A.
4362. One of the studies showed that “the likelihood of
confusion remains high” when trademark terms are used
in the title or body of a sponsored link appearing on a
search results page. J.A. 4366. The study recommended
“that the only effective [trademark] policy ... is: (1) [to]
[aJllow [trademark] usage for keywords; (2) [but] not allow
[trademark] usage in ad text—title or body.” Id. And, in
fact, Google's official policy change in 2004 that continued
to prohibit trademark usage in ad text was based, in part,
on these internal studies. The district court concluded
these studies were not evidence of actual confusion
because the studies did not test consumer impressions
of the ROSETTA STONE mark specifically, but of a
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broad cross-section of 16 different brand names of varying
strengths. We conclude that these studies, one of which
reflected that “94% of users were confused at least once,”
are probative as to actual confusion in connection with
Google's use of trademarks; indeed, Google determined
that there was “[n]o difference between strong and weak
trademarks” with respect to confusion. J.A. 4375.

Additionally, when testifying on behalf of Google as
its Rule 30(b)(6) designees, two of Google's in-house
trademark attorneys were shown a Google search results
page for the keyword phrase “Rosetta Stone,” and
they were unable to determine without more research
which sponsored links were authorized resellers of
ROSETTA STONE products. The district court rejected
this evidence as proof of actual confusion because the
testimony appeared to the district court to “reflect a mere
uncertainty about the source of a product rather than
actual confusion.” Rosetta Stone, 730 F.Supp.2d at 544.
“[Ulncertain[ty *159 about] the origin” of a product,
however, is quintessential actual confusion evidence. Sara
Lee Corp., 81 F.3d at 466. The district court should have
accepted it as evidence of actual confusion for summary
judgment purposes; whether it is entitled to enough weight
to carry the day on the ultimate issue is a matter for trial.

(iii) Dr. Kent Van Liere's Report

Rosetta Stone also presented a consumer confusion survey
report from Dr. Kent Van Liere. Dr. Van Liere is
an expert in market analysis and consumer behavior,
with “experience conducting and using focus groups
and surveys to measure consumer opinions ... regarding
products and services,” J.A. 5448, and “design[ing] and
review[ing] studies on the application of sampling and
survey research methods in litigation for a variety of
matters including trademark/trade dress infringement,”
J.A. 5449. Dr. Van Liere “tested for actual confusion
regarding the appearance of sponsored links when
consumers conducted a Google search for ‘Rosetta Stone.’
” J.A. 5449. Based on this study, Dr. Van Liere concluded
that

a significant portion of consumers
in the relevant population are likely
to be confused as to the origin,
sponsorship or approval of the
“sponsored links” that appear on the
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search results page after a consumer
has conducted a Google search
using a Rosetta Stone trademark
as a keyword and/or are likely to
be confused as to the affiliation,
endorsement, or association of the
websites linked to those “sponsored
links” with Rosetta Stone.

J.A. 5450. Specifically, Dr. Van Liere's survey “yield[ed] a
net confusion rate of 17 percent”—that is, “17 percent of
consumers demonstrate actual confusion.” J.A. 5459. This
result is clear evidence of actual confusion for purposes of
summary judgment. Cf. Sara Lee Corp., 81 F.3d at 467
n. 15 (suggesting that survey evidence “clearly favors the
defendant when it demonstrates a level of confusion much
below ten percent” but noting caselaw that “hold[s] that
survey evidence indicating ten to twelve percent confusion
was sufficient to demonstrate actual confusion™).

The district court, however, concluded that the survey
report was “unreliable evidence of actual confusion
because the result contained a measure of whether
respondents thought Google ‘endorsed’ a Sponsored
Link, a non-issue.” Rosetta Stone, 730 F.Supp.2d at 544.
Thus, the court did not consider this survey evidence
to be viable proof of actual confusion for much the
same reason it rejected the deposition testimony of the
five individuals who purchased counterfeit software. As
we previously stated, however, trademark infringement
creates a likelihood of “confusion not only as to source,
but also as to affiliation, connection or sponsorship.”
4 McCarthy on Trademarks § 23:8. Accordingly, this
evidence should have been added to the other evidence
of actual confusion to be considered in the light most
favorable to Rosetta Stone.

(c) Sophistication of the Consuming Public

The district court concluded that the consumer
sophistication factor also favored a finding that Google's
use of the marks is not likely to create confusion.
Noting the substantial cost of Rosetta Stone's products
(“approximately $259 for a single-level package and
$579 for a three-level bundle”), as well as the time
commitment required to learn a foreign language, the
district court concluded that the relevant market of
potential purchasers “is comprised of well-educated
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consumers” who “are more likely to spend time searching
and learning about Rosetta Stone's products.” *160
Rosetta Stone Ltd., 730 F.Supp.2d at 545. From there,
the court inferred consumer sophistication—consumers
willing to pay Rosetta Stone's prices and, presumably,
make the required time commitment “would tend to
demonstrate that they are able to distinguish between
the Sponsored Links and organic results displayed on
Google's search results page.” Id.

The district court drew this inference relying on Star
Industries, Inc. v. Bacardi & Co. Ltd., 412 F.3d 373 (2d
Cir.2005), in which the Second Circuit noted that a court
may “reach a conclusion about consumer sophistication
based solely on the nature of the product or its price.”
Id. at 390. This is correct if, as in Star Industries, the
court is making findings of fact on the likelihood of
confusion issue following a bench trial. See id. at 379.
In the more relevant context of a summary judgment
motion, however, that is not the case, as “[c]redibility
determinations, the weighing of the evidence, and the
drawing of legitimate inferences from the facts are jury
functions, not those of a judge ... ruling on a motion for
summary judgment.” Anderson v. Liberty Lobby, Inc., 477
U.S. 242, 255, 106 S.Ct. 2505, 91 L.Ed.2d 202 (1986).

We conclude that there is sufficient evidence in the record
to create a question of fact as to consumer sophistication
that cannot be resolved on summary judgment. The
record includes deposition testimony from Rosetta Stone
customers who purchased counterfeit ROSETTA STONE
software from sponsored links that they believed to be
either affiliated with or authorized by Rosetta Stone to sell
genuine software. The evidence also includes an internal
Google study reflecting that even well-educated, seasoned
Internet consumers are confused by the nature of Google's
sponsored links and are sometimes even unaware that
sponsored links are, in actuality, advertisements. At the
summary judgment stage, we cannot say on this record
that the consumer sophistication factor favors Google as a
matter of law. There is enough evidence, if viewed in a light
most favorable to Rosetta Stone, to find that this factor
suggests a likelihood of confusion.

[6] In sum, we conclude that there is sufficient evidence
in the record to create a question of fact on each
of the “disputed” factors—intent, actual confusion,
and consumer sophistication—to preclude summary
judgment. Because the district court's likelihood-of-
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confusion analysis was limited only to these “disputed”
factors, the likelihood-of-confusion issue cannot be
resolved on summary judgment, and we vacate the district

court's order in this regard. 3

*161 B. Functionality

[7  As an alternate to its conclusion that Rosetta
Stone failed to forecast sufficient evidence to establish
a likelihood of confusion, the district court held that
the use of the ROSETTA STONE marks as keywords
was protected by the “functionality doctrine” and, as
such, was non-infringing as a matter of law. See Rosetta
Stone, 730 F.Supp.2d at 545. Because the functionality
doctrine does not apply in these circumstances, however,
we conclude that the district court erred in awarding
summary judgment to Google on this basis.

The functionality doctrine developed as a common law
rule prohibiting trade dress or trademark rights in the
functional features of a product or its packaging. See
Wilhelm Pudenz, GmbH v. Littlefuse, Inc., 177 F.3d 1204,
1207 (11th Cir.1999); 1 McCarthy § 7:63. The purpose
of the doctrine is to preserve the distinction between the
realms of trademark law and patent law:

The functionality doctrine prevents
trademark law, which seeks to
promote competition by protecting
a firm's reputation, from instead
inhibiting legitimate competition by
allowing a producer to control
a useful product feature. It is
the province of patent law,
not trademark law, to encourage
invention by granting inventors
a monopoly over new product
designs or functions for a limited
time, after which competitors are
free to use the innovation. If a
product's functional features could
be used as trademarks, however,
a monopoly over such features
could be obtained without regard to
whether they qualify as patents and
could be extended forever (because
trademarks may be renewed in
perpetuity).
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Qualitex Co. v. Jacobson Prods. Co., 514 U.S. 159, 164-65,
115 S.Ct. 1300, 131 L.Ed.2d 248 (1995) (internal citation
omitted); see Georgia—Pacific Consumer Prods., LP v.
Kimberly—Clark Corp., 647 F.3d 723, 727 (7th Cir.2011)
(explaining that “patent law alone protects useful designs
from mimicry; the functionality doctrine polices the
division of responsibilities between patent and trademark
law by invalidating marks on useful designs” (internal
quotation marks omitted)).

[8] 1In 1998, Congress adopted the functionality doctrine
by explicitly prohibiting trademark registration or
protection under the Lanham Act for a functional product
feature, see 15 U.S.C. § 1052(e)(5) (prohibiting registration
of a mark which “comprises any matter that, as a whole,
is functional”), and by making functionality a statutory
defense to an incontestably registered mark, see 15 U.S.C.
§ 1115(b)(8); see generally 1 McCarthy § 7:63. Although
the Lanham Act does not define the term “functional,” see
15U.S.C.§ 1127, the Supreme Court has explained that “a
product feature is functional if it is essential to the use or
purpose of the article or if it affects the cost or quality of
the article.” Inwood Labs., Inc. v. Ives Labs., Inc., 456 U.S.
844, 850 n. 10, 102 S.Ct. 2182, 72 L.Ed.2d 606 (1982); see
TrafFix Devices, Inc. v. Marketing Displays, Inc., 532 U.S.
23,32-33, 121 S.Ct. 1255, 149 L.Ed.2d 164 (2001). Under
Inwood's traditional rule, a product feature is functional if
it is “the reason the device works,” Board of Supervisors
v. Smack Apparel Co., 550 F.3d 465, 486 (5th Cir.2008)
(internal quotation marks omitted), or it “constitute[s] the
actual benefit that the customer wishes to purchase, as
distinguished from an assurance that a particular entity
made, sponsored, or endorsed a product,” Clamp Mfg.
Co. v. Enco Mfg. *162 Co., 870 F.2d 512, 516 (9th
Cir.1989) (internal quotation marks omitted); see I P.
Lund Trading v. Kohler Co., 163 F.3d 27, 37 n. 5 (Ist
Cir.1998). (“[Flunctional features or designs should be
defined as those that are driven by practical, engineering-
type considerations such as making the product work
more efficiently, with fewer parts and longer life, or with
less danger to operators, or be shaped so as to reduce
expenses of delivery or damage in shipping.” (internal

quotation marks omitted)). 6

The district court did not conclude, nor could it, that
Rosetta Stone's marks were functional product features or
that Rosetta Stone's own use of this phrase was somehow
functional. Instead, the district court concluded that
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trademarked keywords—be it ROSETTA STONE or any
other mark—are “functional” when entered into Google's
AdWords program:

The keywords ... have an essential
indexing function Dbecause they
enable Google to readily identify in
its databases relevant information in
response to a web user's query ...
[TThe keywords also
advertising function that benefits
consumers who expend the time
and energy to locate particular
information, goods, or services, and
to compare prices.

SE€rve  an

Rosetta Stone, 730 F.Supp.2d at 546.

The functionality doctrine simply does not apply in
these circumstances. The functionality analysis below was
focused on whether Rosetta Stone's mark made Google's
product more useful, neglecting to consider whether the
mark was functional as Rosetta Stone used it. Rosetta
Stone uses its registered mark as a classic source identifier
in connection with its language learning products. Clearly,
there is nothing functional about Rosetta Stone's use
of its own mark; use of the words “Rosetta Stone”
is not essential for the functioning of its language-
learning products, which would operate no differently
if Rosetta Stone had branded its product “SPHINX”
instead of ROSETTA STONE. See Playboy Enters.,
Inc. v. Netscape Commc'ns Corp., 354 F.3d 1020, 1030-
31 (9th Cir.2004) (“Nothing about the marks used to
identify PEI's products is a functional part of the design
of those products” since “PEI could easily have called
its magazine and its models entirely different things
without losing any of their intended function.”). Once it
is determined that the product feature—the word mark
ROSETTA STONE in this case—is not functional, then
the functionality doctrine has no application, and it is
irrelevant whether Google's computer program functions
better by use of Rosetta Stone's nonfunctional mark.
See id. at 1031 (concluding that “[t]he fact that the
[word] marks make defendants' computer program more
functional is irrelevant” where plaintiff used its word
marks merely to identify its products).

As the case progresses on remand, Google may well be
able to establish that its use of Rosetta Stone's marks in its
AdWords program is not an infringing use of such marks;
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however, Google will not be able to do so based on the
functionality *163 doctrine. The doctrine does not apply
here, and we reject it as a possible affirmative defense for
Google.

III. Contributory Infringement

o1 [pop 11
district court's grant of summary judgment in favor
of Google on the contributory trademark infringement
claim. Contributory infringement is a “judicially created
doctrine” that “derive[s] from the common law of torts,”
Von Drehle, 618 F.3d at 449, under which liability may
be imposed upon those who facilitate or encourage
infringement, see 4 McCarthy on Trademarks § 25:17. The
Supreme Court explained in Inwood Laboratories that

if a manufacturer or distributor
intentionally induces another to
infringe a trademark, or if it
continues to supply its product to
one whom it knows or has reason
to know is engaging in trademark
infringement, the manufacturer
or distributor is contributorily
responsible for any harm done as a
result of the deceit.

456 U.S. at 854, 102 S.Ct. 2182. It is not enough to have
general knowledge that some percentage of the purchasers
of a product or service is using it to engage in infringing
activities; rather, the defendant must supply its product
or service to “identified individuals” that it knows or has
reason to know are engaging in trademark infringement.
See Sony Corp. of America v. Universal City Studios,
Inc., 464 U.S. 417, 439 n. 19, 104 S.Ct. 774, 78 L.Ed.2d
574 (1984) (contributory trademark infringement requires
a showing that the defendant “intentionally induc[ed]
its customers to make infringing uses” of the marks or
“suppl[ied] its products to identified individuals known
by it to be engaging in continuing infringement” (internal
quotation marks omitted)). Finally, for there to be liability
for contributory trademark infringement, the plaintiff
must establish underlying direct infringement. See Von
Drehle, 618 F.3d at 451. In other words, there must
necessarily have been an infringing use of the plaintiff's
mark that was encouraged or facilitated by the defendant.

Rosetta Stone next challenges the
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The district court recognized that Rosetta Stone had
come forward with evidence relevant to its contributory
infringement claim. The most significant evidence in this
regard reflected Google's purported allowance of known
infringers and counterfeiters to bid on the Rosetta Stone
marks as keywords:

[The evidence included] a
spreadsheet that Google received
which reflects the
Rosetta Stone advised Google that
a Sponsored Link was fraudulent,
the domain names associated with
each such Sponsored Link, the
text of each Sponsored Link,
and the date and substance of
Google's response. As documented,
from September 3, 2009 through
March 1, 2010, Rosetta Stone
notified Google of approximately
200 instances of Sponsored Links
advertising counterfeit Rosetta
Stone products. Rosetta Stone
contends that even after being
notified of these websites, Google
continued to allow Sponsored Links
for other websites by these same
advertisers to use the Rosetta Stone
Marks as keyword triggers and
in the text of their Sponsored
Link advertisements. For example,
between October 2009 to December
2009, 110 different Sponsored Links
purportedly selling Rosetta Stone
products used “Rosetta Stone” as
a keyword trigger, and most of
the Links included “Rosetta Stone”
or “Rosettastone” in their display.
Registered to the same individual,
these 110 Links were displayed
on 356,675 different search-results

pages.

dates when

*164 Rosetta Stone, 730 F.Supp.2d at 547 (internal
citations omitted).

Nevertheless, the district court indicated it was
“unpersuaded” by this evidence. Id. at 547. The district
court's conclusion was based largely on Tiffany (NJ)
Inc. v. eBay Inc., 600 F.3d 93 (2d Cir.2010), in which
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the Second Circuit rejected a contributory trademark
infringement claim against an Internet auction site, eBay,
by a trademark owner, Tiffany, whose mark was being
used by jewelry counterfeiters on eBay's site. The record
at trial in that case contained evidence “demonstrat[ing]
that eBay had generalized notice that some portion of the
Tiffany goods sold on its website might be counterfeit,”
id. at 106, having received “thousands of [Notice of
Claimed Infringement Forms] [Tiffany] filed with eBay
alleging ... that certain listings were counterfeit,” id.
The Second Circuit concluded that such evidence was
insufficient to satisfy Inwood's “knows or has reason to
know” requirement and that Tiffany “would have to show
that eBay knew or had reason to know of specific instances
of actual infringement beyond those that it addressed
upon learning of them.” Id at 107 (emphasis added;
internal quotation marks omitted). The Second Circuit
noted, however, that had there been evidence of willful
blindness, that would have satisfied the Inwood standard.
See id. at 109. “[Clontributory liability may arise where a
defendant is (as was eBay here) made aware that there was
infringement on its site but (unlike eBay here) ignored that

fact.” Id. at 110 n. 15.7

Applying Tiffany, the district court concluded that
Rosetta Stone failed to establish with the requisite
specificity that Google knew or should have known of the
infringing activity:

Comparing the evidence of knowledge attributed to
eBay to the roughly 200 notices Google received
of Sponsored Links advertising counterfeit Rosetta
Stone products on its search results pages, the Court
necessarily holds that Rosetta Stone has not met the
burden of showing that summary judgment is proper as to
its contributory trademark infringement claim.

See Rosetta Stone, 730 F.Supp.2d at 549 (emphasis
added). The court also noted that Google did not
turn a blind eye to Rosetta Stone's complaints about
counterfeiters, explaining that “[t]here is little Google
can do beyond expressly prohibiting advertisements for
counterfeit goods, taking down those advertisements
when it learns of their existence, and creating a team
dedicated to fighting advertisements for counterfeit
goods.” Id. at 548.

[12] On appeal, Rosetta Stone argues that the district
court misapplied the standard of review and incorrectly
awarded summary judgment to Google where the
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evidence was sufficient to permit a trier of fact to
find contributory infringement. We agree. In granting
summary judgment to Google because “Rosetta Stone has
not met the burden of showing that summary judgment
is proper as to its contributory trademark infringement
claim,” the district court turned the summary judgment
standard on its head. While it may very well be that
Rosetta Stone was not entitled to summary judgment,
that issue is not before us. The only question in this
appeal is whether, viewing the evidence and drawing all
reasonable *165 inferences from that evidence in a light
most favorable to Rosetta Stone, a reasonable trier of
fact could find in favor of Rosetta Stone, the nonmoving
party. See Von Drehle, 618 F.3d at 445. Of course, the
Tiffany court did not view the evidence through the lense
of summary judgment; rather, Tiffany involved an appeal
of judgment rendered after a lengthy bench trial. Because
of its procedural posture, the district court in Tiffany
appropriately weighed the evidence sitting as a trier of
fact. Accordingly, Tiffany is of limited application in these
circumstances, and the district court's heavy reliance on
Tiffany was misplaced. We conclude that the evidence
recited by the district court is sufficient to establish
a question of fact as to whether Google continued to
supply its services to known infringers. Accordingly, we
vacate the district court's order to the extent it grants
summary judgment in favor of Google on Rosetta Stone's
contributory infringement claim.

IV. Vicarious Infringement

[13] Rosetta Stone next challenges the district court's
rejection of its vicarious liability theory. “Vicarious
liability” in the trademark context is essentially the same
as in the tort context: the plaintiff seeks to impose
liability based on the defendant's relationship with a third
party tortfeasor. Thus, liability for vicarious trademark
infringement requires “a finding that the defendant and
the infringer have an apparent or actual partnership,
have authority to bind one another in transactions with
third parties or exercise joint ownership or control over
the infringing product.” Hard Rock Cafe Licensing Corp.
v. Concession Servs., Inc., 955 F.2d 1143, 1150 (7th
Cir.1992).

[14] Rosetta Stone argues that the evidence proffered was
sufficient to create a question of fact regarding whether
Google jointly controls the appearance of the ads or
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sponsored links on Google's search-engine results page.
This is not evidence, however, that Google acts jointly
with any of the advertisers to control the counterfeit
ROSETTA STONE products. Accordingly, we affirm the
district court's grant of summary judgment in favor of
Google on Rosetta Stone's vicarious liability claim.

V. Unjust Enrichment

Rosetta Stone contends that the district court improperly
dismissed its claim for unjust enrichment under Virginia
law. The district court dismissed this claim on two
grounds, concluding that Rosetta Stone failed to allege
facts sufficient to state a claim of unjust enrichment, see
Rosetta Stone, 732 F.Supp.2d at 631-32, and that the
Communications Decency Act (CDA), see 47 U.S.C. §
230(c)(1), bars the unjust enrichment claim, see Rosetta
Stone, 732 F.Supp.2d at 633. We conclude that Rosetta
Stone failed to sufficiently plead the elements of its unjust
enrichment claim and therefore affirm, albeit on reasoning
different than that of the district court.

[1sp [el [17]
in Virginia “rests upon the doctrine that a man shall not
be allowed to enrich himself unjustly at the expense of
another.” Kern v. Freed Co., 224 Va. 678, 299 S.E.2d
363, 365 (1983) (internal quotation marks omitted); see
Nossen v. Hoy, 750 F.Supp. 740, 744 (E.D.Va.1990). “To
avoid unjust enrichment, equity will effect a ‘contract
implied in law,” ”
who accepts and receives the services of another to
make reasonable compensation for those services.” Po
River Water and Sewer Co. v. Indian Acres Club of
Thornburg, Inc., 255 Va. 108, 114, 495 S.E.2d 478 (1998).
A plaintiff asserting unjust enrichment must demonstrate
the following three elements: *166 ‘“(1) he conferred a
benefit on [the defendant]; (2) [the defendant] knew of the
benefit and should reasonably have expected to repay [the
plaintiff]; and (3) [the defendant] accepted or retained the
benefit without paying for its value.” Schmidt v. Household
Finance Corp., 276 Va. 108, 661 S.E.2d 834, 838 (2008).

i.e., a quasi contract, “requiring one

sy 9
Stone failed to state a claim because it did not allege “facts
which imply that [Google] promised to pay the plaintiff for
the benefit received” or that there was “an understanding
by Google that it owed Rosetta Stone revenue earned
for paid advertisements containing the Rosetta Stone

A cause of action for unjust enrichment

The district court concluded that Rosetta



Rosetta Stone Ltd. v. Google, Inc., 676 F.3d 144 (2012)
102 U.S.P.Q.2d 1473

Marks.” Rosetta Stone, 732 F.Supp.2d at 631, 632. Failure
to allege an implicit promise to pay, however, is not
necessarily fatal to an implied contract theory. Virginia
distinguishes between two types of implied contracts:
contracts that are implied-in-fact and contracts that are
implied-in-law. An implied-in-fact contract is an actual
contract that was not reduced to writing, but the court
infers the existence of the contract from the conduct of the
parties. See Nossen, 750 F.Supp. at 744. To recover under
a contract “implied-in-fact,” a plaintiff must allege “facts
to raise an implication that the defendant promised to pay
the plaintiff for such benefit.” Nedrich v. Jones, 245 Va.
465, 429 S.E.2d 201, 207 (1993) (internal quotation marks
omitted & emphasis added).

[20]
contract, or quasi contract, applies only when there is not
an actual contract or meeting of the minds. See id We
understand Rosetta Stone's unjust enrichment claim to be
an implied-in-law contract claim; thus, the failure to allege
that Google implicitly promised to pay is not fatal.

By contrast, the concept of an implied-in-law

[21] Nonetheless, this court can affirm the dismissal
of the complaint “on any basis fairly supported by the
record.” Eisenberg v. Wachovia Bank, N.A., 301 F.3d
220, 222 (4th Cir.2002). We conclude that Rosetta Stone
failed to allege facts showing that it “conferred a benefit”
on Google for which Google “should reasonably have
expected” to repay. According to Rosetta Stone, the
keyword trigger auctions constitute the unauthorized
sale of the ROSETTA STONE marks. Rosetta Stone
alleges that through the auctions it conferred a benefit
“involuntarily” on Google, and that Google “is knowingly
using the goodwill established in [the] trademarks to
derive ... revenues.” J.A. 197. Rosetta Stone, however,
has not alleged facts supporting its general assertion that
Google “should reasonably have expected” to pay for the
use of marks in its keyword query process. Indeed, Rosetta
Stone does not contend, and did not allege, that Google
pays any other mark holder for the right to use a mark
in its AdWords program. In our view, these allegations
are insufficient to surmount even the minimal barrier

presented by a motion to dismiss. 8

*167 VI. Trademark Dilution

[22] Rosetta Stone next challenges the district
court's summary judgment order as to its trademark
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dilution claim. “Unlike traditional infringement law,
the prohibitions against trademark dilution ... are not
motivated by an interest in protecting consumers.”
Moseley v. V. Secret Catalogue, Inc., 537 U.S. 418, 429,
123 S.Ct. 1115, 155 L.Ed.2d 1 (2003). Dilution is not
concerned with confusion in the marketplace. Rather,
dilution theory provides that “if customers or prospective
customers see the plaintiff's famous mark used by other
persons in a non-confusing way to identify other sources
for many different goods and services, then the ability of
the famous mark to clearly identify and distinguish only
one source might be ‘diluted’ or weakened.” 4 McCarthy
§ 24:67. Thus, trademark dilution is “the whittling away
of the established trademark's selling power and value
through its unauthorized use by others.” Tiffany, 600 F.3d
at 111 (internal quotation marks and alteration omitted).

Until 1996, trademark dilution was based entirely upon
state law because federal law did not recognize the dilution
doctrine. The Federal Trademark Dilution Act (FTDA)
was passed in 1996, see Pub.L. No. 104-98, 109 Stat. 985
(1996), and was amended substantially in 2006 with the
passage of the Trademark Dilution Revision Act of 2006,
see Pub.L. No. 109-312, § 2, 120 Stat. 1730 (2006). The
FTDA currently provides:

[TThe owner of a famous mark ...
shall be entitled to an injunction
against another person who
commences use of a mark or trade
name in commerce that is likely to
cause dilution by blurring or dilution
by tarnishment of the famous mark,
regardless of the presence or absence
of actual or likely confusion, of
competition, or of actual economic
injury.

15 US.C. § 1125(c)(1) (emphasis added). The statute
defines “dilution by blurring” as the “association arising
from the similarity between a mark or trade name and
a famous mark that impairs the distinctiveness of the
famous mark.” 15 U.S.C. § 1125(c)(2)(B). “[D]ilution by
tarnishment” is defined as the “association arising from
the similarity between a mark or trade name and a famous
mark that harms the reputation of the famous mark.” 15
U.S.C. § 1125(c)(2)(C). Thus, blurring under the federal
statute involves the classic “whittling away” of the selling
power and strength of the famous mark. Tarnishment, by
contrast, creates consumer aversion to the famous brand



Rosetta Stone Ltd. v. Google, Inc., 676 F.3d 144 (2012)
102 U.S.P.Q.2d 1473

—e.g., when the plaintiff's famous trademark is “linked
to products of shoddy quality, or is portrayed in an
unwholesome or unsavory context” such that “the public
will associate the lack of quality or lack of prestige in the
defendant's goods with the plaintiff's unrelated goods.”
Scott Fetzer Co. v. House of Vacuums Inc., 381 F.3d 477,
489 (5th Cir.2004) (internal quotation marks omitted).

[23] Finally, the FTDA expressly excludes from its reach

“l[alny fair use, including a nominative or descriptive
fair use, or facilitation of such fair use, of a famous
mark by another person other than as a designation
of source for the person's own goods or services.” 15
U.S.C. § 1125(c)(3)(A). The statute specifically provides
comparative advertising and parody as examples of non-
dilutive fair uses. See 15 U.S.C. § 1125(c)(3)(A)(1)) &
(i1). Accordingly, “fair use,” though not so labeled in
the statute, essentially amounts to an affirmative defense
against a claim of trademark dilution. Cf. *168 KP
Permanent Make—Up v. Lasting Impression I, Inc., 543
U.S. 111, 117-18, 125 S.Ct. 542, 160 L.Ed.2d 440 (2004).

[24] To state a prima facie dilution claim under the
FTDA, the plaintiff must show the following:

(1) that the plaintiff owns a famous mark that is
distinctive;

(2) that the defendant has commenced using a mark in
commerce that allegedly is diluting the famous mark;

(3) that a similarity between the defendant's mark and
the famous mark gives rise to an association between
the marks; and

(4) that the association is likely to impair the
distinctiveness of the famous mark or likely to harm the
reputation of the famous mark.

Louis Vuitton, 507 F.3d at 264-65.

The district court granted summary judgment for Google
on the dilution claim on two bases. First, the district court
held that Rosetta Stone was required but failed to present
evidence that Google was “us[ing] the Rosetta Stone
Marks to identify its own goods and services.” Rosetta
Stone, 730 F.Supp.2d at 551. To support its conclusion,
the district court relied on the text of the statutory “fair
use” defense that shields a person's “fair use” of plaintiff's
mark so long as such use is not as “a designation of
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source for the person's own goods or services.” 15 U.S.C.
§ 1125(c)(3)(A).

Second, the district court concluded that Rosetta Stone
failed to show that Google's use of the mark was likely
to impair the distinctiveness of or harm the reputation of
the ROSETTA STONE marks. Specifically, the district
court indicated that there was “no evidence of dilution
by blurring when Rosetta Stone's brand awareness has
only increased since Google revised its trademark policy in
2004,” and the court noted evidence that Rosetta Stone's
“brand awareness equity also increased from 19% in 2005
to 95% in 2009.” Rosetta Stone, 730 F.Supp.2d at 551.
In support of this conclusion, the district court read our
decision in Louis Vuitton to establish the proposition
that “no claim for dilution by blurring exists where a
defendants' product only increases public identification of
the plaintiffs' marks.” Id.

A. Google's Non-Trademark
Use of Rosetta Stone's Marks

We first consider the district court's grant of summary
judgment based on the lack of evidence that Google used
the ROSETTA STONE marks “to identify its own goods
and services.” Id. The district court held that Rosetta
Stone could not establish its dilution claim, specifically,
the third element, without showing that Google used the
mark as a source identifier for its products and services.
See id. at 550-51. In support of this conclusion, however,
the district court relied upon the “fair use” defense
available under the FTDA. See 15 U.S.C. § 1125(c)(3)(A)
(“Any fair use, including a nominative or descriptive fair
use, or facilitation of such fair use, of a famous mark by
another person other than as a designation of source for
the person's own goods or services” is not “actionable as
dilution by blurring or dilution by tarnishment.”) Thus,
the district court apparently concluded that Rosetta Stone
was required, as part of its prima facie showing of dilution
under the FTDA, to demonstrate that Google was using
the mark as a source identifier for Google's own goods.

[25] We view § 1125(c)(3)(A) as affording a fair use
defense to defendants in dilution actions. See Louis
Vuitton, 507 F.3d at 265-66. In our view, once the
owner of a famous mark establishes a prima facie case
of dilution by blurring or tarnishment, it falls to the
defendant to demonstrate that its use constituted a “fair



Rosetta Stone Ltd. v. Google, Inc., 676 F.3d 144 (2012)
102 U.S.P.Q.2d 1473

*169 use ... other than as a designation of source for
the [defendant's] own goods or services,” 15 U.S.C. §
1125(c)(3)(A). Whether Google used the mark other than
as a source identifier and in good faith is an issue that
Google, not Rosetta Stone, is obligated to establish. Thus,
the district court erroneously required Rosetta Stone
to demonstrate that Google was using the ROSETTA
STONE mark as a source identifier for Google's own
products.

More importantly, the district court erred when it ruled
that Google was not liable for dilution simply because
there was no evidence that Google uses the Rosetta
Stone marks to identify Google's own goods and services.
In essence, the district court made nontrademark use
coextensive with the “fair use” defense under the FTDA.
The statute, however, requires more than showing that
defendant's use was “other than as a designation of
source”’—the defendant's use must also qualify as a “fair
use.” 15 U.S.C. § 1125(c)(3)(A). Indeed, if the district
court's analysis is correct—that is, if a federal trademark
dilution claim is doomed solely by the lack of proof
showing that the defendant used the famous mark as a
trademark—then the term “fair use” as set forth in §
1125(c)(3)(A) would be superfluous.

The district court failed to determine whether this was
“fair use”. Although the FTDA does not expressly define
“fair use,” the classic concept of “fair use” is well-
established and incorporated as an affirmative defense
to a claim of trademark infringement. See 15 U.S.C.
§ 1115(b)(4). The contours of the fair-use defense in
the infringement context are therefore instructive on the
classic or descriptive fair-use defense to a dilution claim.
See Sullivan v. Stroop, 496 U.S. 478, 484, 110 S.Ct.
2499, 110 L.Ed.2d 438 (1990) ( “[I]dentical words used in
different parts of the same act are intended to have the
same meaning.” (internal quotation marks omitted)).

[26] Descriptive, or classic, fair use applies when the
defendant is using a trademark “in its primary, descriptive
sense” to describe the defendant's goods or services.
Fortune Dynamic, Inc. v. Victoria's Secret Stores Brand
Mgmt., Inc., 618 F.3d 1025, 1031 (9th Cir.2010) (internal
quotation marks omitted); see 15 U.S.C. § 1115(b)
(4). The FTDA also expressly includes “nominative”
fair use as a defense. See 15 U.S.C. § 1125(c)(3)(A).
Typically, nominative fair use comes into play when the
defendant uses the famous mark to identify or compare the
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trademark owner's product. See New Kids on the Block, 971
F.2d at 308; 4 McCarthy § 23.11. Regardless of the type
of fair use claimed by a defendant, a common component
of fair use is good faith. See, e.g., JA Apparel Corp. v.
Abboud, 568 F.3d 390, 401 (2d Cir.2009) (“Assessment of
this defense thus requires analysis of whether a given use
was (1) other than as a mark, (2) in a descriptive sense, and
(3) in good faith.” (internal quotation marks omitted));
Sands, Taylor & Wood Co. v. Quaker Oats Co., 978
F.2d 947, 951 (7th Cir.1992) (“To prevail on the fair use
defense, the defendant must establish that it has used the
plaintiff's mark, in good faith, to describe its (defendant's)
product and otherwise than as a trademark.” (internal
quotation marks omitted)). In this context, “the inquiry
into the defendant's good faith ‘concerns the question
whether the user of a mark intended to create consumer
confusion as to source or sponsorship.” ” JA Apparel
Corp., 568 F.3d at 400; see also Bd. of Supervisors v.
Smack Apparel Co., 550 F.3d 465, 489 (5th Cir.2008)
(explaining that “in order to avail [itself] of the nominative
fair use defense[,] the defendant (1) may only use so
much of the mark as necessary to identify the product
or *170 service and (2) may not do anything that
suggests affiliation, sponsorship, or endorsement by the
markholder.” (internal quotation marks omitted)).

In short, the court's summary judgment order omitted
this analysis, impermissibly omitting the question of
good faith and collapsing the fair-use defense into one
question—whether or not Google uses the ROSETTA
STONE mark as a source identifier for its own products.
Accordingly, we vacate the district court's summary
judgment order and remand for reconsideration of
Rosetta Stone's dilution claim. If the district court
determines that Rosetta Stone has made a prima facie
showing under the elements set forth in Louis Vuitton, 507
F.3d at 26465, it should reexamine the nominative fair-
use defense in light of this opinion.

B. Likelihood of Dilution

Alternatively, the district court held that Rosetta Stone
failed to satisfy the fourth and final element of its
trademark dilution claim requiring that the plaintiff show
defendant's use is “likely to impair the distinctiveness of
the famous mark or likely to harm the reputation of the
famous mark.” Id. at 265. The court based its conclusion
solely on the fact that “Rosetta Stone's brand awareness
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ha[d] only increased since Google revised its trademark
policy in 2004.” Rosetta Stone, 730 F.Supp.2d at 551. On
the strength of this evidence, the district court concluded
that “the distinctiveness of the Rosetta Stone Marks has
not been impaired” and therefore that “Rosetta Stone
cannot show that Google's trademark policy likely caused
dilution by blurring.” Id.

To determine whether the defendant's use is likely to
impair the distinctiveness of the plaintiff's famous mark,
the FTDA enumerates a non-exhaustive list of six factors
that are to be considered by the courts:

In determining whether a mark or trade name is likely
to cause dilution by blurring, the court may consider all
relevant factors, including the following:

(1) The degree of similarity between the mark or trade
name and the famous mark.

(i) The degree of inherent or acquired distinctiveness of
the famous mark.

(iii) The extent to which the owner of the famous mark
is engaging in substantially exclusive use of the mark.

(iv) The degree of recognition of the famous mark.

(v) Whether the user of the mark or trade name intended
to create an association with the famous mark.

(vi) Any actual association between the mark or trade
name and the famous mark.

15 U.S.C. § 1125(c)(2)(B). Although “[n]ot every factor
will be relevant in every case, and not every blurring
claim will require extensive discussion of the factors][,] ...
a trial court must offer a sufficient indication of which
factors it has found persuasive and explain why they are
persuasive.” Louis Vuitton, 507 F.3d at 266.

[27] The district court addressed only one factor—the
degree of recognition of Rosetta Stone's mark—and did
not mention any other remaining statutory factor. The
court's reliance on Louis Vuitton for the proposition
that no claim for dilution by blurring exists when there
is evidence that public recognition of the defendants'
product increased was error. Louis Vuitton addressed a far
different fact pattern, where the defendant's fair use claim
was based on parody, which Congress expressly included
as a protected fair use under the FTDA so long as the
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mark being parodied is not being “used as a designation

*171 of source for the person's own goods or services.”
See 15 U.S.C.A. § 1125(c)(3)(A)(ii). We concluded that
a successful parody “might actually enhance the famous
mark's distinctiveness by making it an icon. The brunt of
the joke becomes yet more famous.” Louis Vuitton, 507
F.3d at 267 (4th Cir.2007) (emphasis added). We disagree,
therefore, the district court's reading of Louis Vuitton.
Under the FTDA, Rosetta Stone must show only a
likelihood of dilution and need not prove actual economic
loss or reputational injury. See id. at 264 n. 2. The decision
below employed a truncated analysis that placed a very
heavy emphasis upon whether there had been any actual
injury suffered by Rosetta Stone's brand. On remand, the
court should address whichever additional factors might
apply to inform its determination of whether Google's use
is likely to impair the distinctiveness of Rosetta Stone's
mark. See 15 U.S.C. § 1125(c)(2)(B).

C. When did Rosetta Stone's marks become famous?

Under the FTDA, the owner of a famous mark may obtain
injunctive relief against any “person who, at any time after
the owner's mark has become famous, commences use of a
mark ... in commerce that is likely to cause dilution.” 15
U.S.C. § 1125(c)(1) (emphasis added). A threshold issue,
therefore, is whether the plaintiff's mark became famous,
if at all, before the defendant began using the mark in
commerce. Although the district court held that Rosetta
Stone's mark had become famous before Google began
using it, “we are not limited to evaluation of the grounds
offered by the district court to support its decision ...
[and] may affirm on any grounds apparent from the
record.” Pitt Cnty. v. Hotels.com, L.P., 553 F.3d 308,
311 (4th Cir.2009) (internal quotation marks omitted).
Accordingly, we consider Google's argument that Rosetta
Stone's marks were not famous in 2004 when Google
allegedly began using the mark in commerce.

Under the statute, “a mark is famous if it is widely
recognized by the general consuming public of the United
States as a designation of source of the goods or services
of the mark's owner.” 15 U.S.C. § 1125(c)(2)(A). This is
not an easy standard to achieve. “[Clourts agree that a
mark must be truly prominent and renowned to be granted
the extraordinary scope of exclusive rights created by the
Federal Antidilution Act.” 4 McCarthy § 24:104. “Because
protection from dilution comes close to being a ‘right in
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gross,” ... the FTDA extends dilution protection only to
those whose mark is a ‘household name.” ” Nissan Motor
Co. v. Nissan Computer Corp., 378 F.3d 1002, 1011 (9th
Cir.2004).

[28] Additionally, for§ 1125(c)(1) to apply, the defendant
must have “commence[d]” a diluting use of the plaintiff's
mark after the point at which the mark became famous.
The policy basis for this rule “reflects the fair and
equitable principle that one should not be liable for
dilution by the use of a mark which was legal when first
used.” 4 McCarthy § 24:103. Professor McCarthy explains
as follows:

[TI]f at the time of first use, Zeta's mark did not dilute
Alpha's mark because Alpha's mark was not then
famous, Zeta's use will not at some future time become
diluting and illegal solely because Alpha's mark later
became “famous.” That is, Alpha will not at some
future time have a federal dilution claim against Zeta's
mark. Thus, the junior user must be proven to have
first used its mark after the time that plaintiff's mark
achieved fame....

*172 This rule is modeled after that applied in
traditional confusion cases where the plaintiff must
prove secondary meaning. In those cases, the senior user
must prove that secondary meaning in its mark was
established prior to the junior user's first use....

4 McCarthy § 24:103 (footnote omitted). Stated
differently, the defendant's first diluting use of a famous
mark “fixes the time by which famousness is to be
measured” for purposes of the FTDA. Nissan Motor Co.,
378 F.3d at 1013.

The district court concluded that “Rosetta Stone Marks
are famous and have been since at least 2009, when
Rosetta Stone's brand awareness reached 75%.” Rosetta
Stone, 730 F.Supp.2d at 550. The court explained that
“[tlhe Marks need not have been famous when Google
revised its trademark policy in 2004. Instead, Rosetta
Stone must only show that at any time after its Marks
became famous, Google began using a mark or trade
name in commerce that was likely to cause dilution of the
Rosetta Stone Marks.” Id.

According to Google, however, even if ROSETTA
STONE had become a famous brand by 2009, it was
not famous when Google began its alleged facilitation
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of the use of ROSETTA STONE in 2004. Indeed,
Rosetta Stone alleges in its Complaint that the use of
ROSETTA STONE and other trademarks as keywords
in Google's AdWords program “lessen[ed] the capacity
of Rosetta Stone's famous and distinctive ... Marks to
distinguish Rosetta Stone's products and services from
those of others, and has diluted the distinctive quality”
of the marks. J.A. 56. The use of Rosetta Stone's mark
as a keyword trigger began at least as early as 2004.
Google points to survey evidence reflecting that, in 2005,
two percent of the general population of Internet users
recognized ROSETTA STONE without being prompted
while 13 percent recognized ROSETTA STONE with
prompting.

In response, Rosetta Stone argues that Google first
began permitting the use of Rosetta Stone's mark in
sponsored ad text in 2009, by which time it had become
famous. Thus, Rosetta Stone's position is that the phrase
“commences use” in § 1125(c)(1) refers to any diluting
use in commerce, not merely the first. This argument, of
course, undercuts Rosetta Stone's own Complaint, which
clearly asserts that Google diluted Rosetta Stone's mark
beginning in 2004 by permitting the use of trademarks
such as ROSETTA STONE as keyword triggers. Rosetta
Stone asks us to ignore this alleged diluting use for
purposes of § 1125(c)(1). The statute does not permit
the owner of a famous mark to pick and choose which
diluting use counts for purposes of § 1125(c)(1). See Nissan
Motor Co., 378 F.3d at 1013 (“If ... first use for purposes
of § 1125(c) turned on whatever use the mark's owner
finds particularly objectionable, owners of famous marks
would have the authority to decide when an allegedly
diluting use was objectionable, regardless of when the
party accused of diluting first began to use the mark.”).
The fame of Rosetta Stone's mark, therefore, should be
measured from 2004, when Rosetta Stone alleges Google's
diluting use of its mark began.

Alternatively, Rosetta Stone suggests that it produced
evidence showing that its mark was famous in 2004. It
is, however, unclear from the voluminous record precisely
which evidence reflects ROSETTA STONE's fame in
2004, and we think the better course is for the district
court to handle this fact-intensive question of when
Rosetta Stone's mark became famous in the first instance,
particularly since other facets of the dilution claim will
be reconsidered on remand. Thus, on remand, the *173
district court should reconsider whether ROSETTA
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STONE was a famous mark for purposes of its dilution
claim against Google. That will require the court first to
determine when Google made its first ostensibly diluting
use of the mark. Second, the court must decide whether
Rosetta Stone's mark was famous at that point. In making
the latter determination, the district court should assess
fame in light of the relevant statutory factors, see 15
U.S.C. § 1125(c)(2)(A), as well as the strong showing
required to establish fame under this statute, see, e.g.,
LP. Lund Trading ApS v. Kohler Co., 163 F.3d 27, 46
(1st Cir.1998) (explaining that to satisfy the famousness
requirement, “a mark had to be truly prominent and
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For the foregoing reasons, we affirm the district court's
order with respect to the vicarious infringement and unjust
enrichment claims. We vacate, however, the district court's
order with respect to Rosetta Stone's direct infringement,
contributory infringement and dilution claims, and we
remand the case for further proceedings on those three
claims.

AFFIRMED IN PART, VACATED IN PART, AND
REMANDED

All Citations

renowned” (internal quotation marks omitted)).
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VII. Conclusion

Footnotes

1

The actual Rosetta Stone, discovered in 1799, is a granite stele bearing a royal Egyptian decree etched in three
languages: Greek, hieroglyphic, and demotic. The discovery of this stone became the “key to the deciphering of
Egyptian hieroglyphics.” Barbara Green, Cracking the Code: Interpreting and Enforcing the Appellate Court's Decision
and Mandate, 32 Stet. L.Rev. 393, 393 (2003) (internal quotation marks omitted). The term “Rosetta Stone” has become
somewhat of a common metaphor for anything that provides the means for solving a difficult problem or understanding
a code.

Rosetta Stone conducted a brand equity study in February 2009 showing a substantial gap in actual recognition of
the Rosetta Stone mark and the closest competing brand. When asked to identify without prompting “all brand names
that come to mind when you think of language learning,” almost 45% of the respondents were able to recall “Rosetta
Stone,” while only about 6% thought of “Berlitz,” the second-place finisher. J.A. 2288. When prompted, 74% indicated
they had heard of Rosetta Stone language products. Berlitz, again the closest competitor, was familiar to only 23% of

This automated tool checks the “landing page”—i.e., the page linked to the ad referring to the trademark—and determines
whether the page uses the trademark prominently; whether the page contains commercial information suggesting the

We note, however, that Google, in its memorandum filed in support of its motion for summary judgment, argued that it
had not “used” Rosetta Stone's marks as contemplated by 15 U.S.C. § 1114(a), but rather had merely sold advertising
space to others who were “using” the mark. J.A. 4103. And, we see nothing in the hearing transcript suggesting that
Google conceded that it “used” the mark “in commerce” and “in connection with the sale, offering for sale, distribution,
or advertising of any goods or services.” 15 U.S.C. § 1114(1)(a). Since it is not an issue in this appeal, we express no
opinion today as to whether Google “used” these marks as contemplated by the Lanham Act. See, e.g., Rescuecom
Corp. v. Google Inc., 562 F.3d 123, 129-31 (2d Cir.2009) (holding that Google's auctioning of trademarks qualifies as

2
the respondents when prompted.
3
sponsor is a reseller; and whether the landing page is a review site.
4
a “use in commerce”).
5

We reject Rosetta Stone's contention that it is entitled to a presumption of confusion on the infringement claim and that
the district court erred in failing to afford such a presumption. In this circuit, “a presumption of likelihood of consumer
confusion” arises from the “intentional copying” of plaintiff's trade dress or trademark by a defendant. See, e.g., Osem
Food Indus. Ltd. v. Sherwood Foods, Inc., 917 F.2d 161, 164 (4th Cir.1990); Shakespeare Co. v. Silstar Corp. of Am.,
Inc., 110 F.3d 234, 239 (4th Cir.1997). The “presumption arises only when the copier inten[ds] to exploit the good will
created by an already registered trademark.” Shakespeare, 110 F.3d at 239 (internal quotation marks omitted). Thus,
where “one produces counterfeit goods in an apparent attempt to capitalize upon the popularity of, and demand for,
another's product, there is a presumption of a likelihood of confusion.” Polo Fashions, Inc. v. Craftex, Inc., 816 F.2d 145,
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148 (4th Cir.1987). We apply such a presumption because “one who tries to deceive the public should hardly be allowed
to prove that the public has not in fact been deceived.” Shakespeare, 110 F.3d at 239. Here, however, there is absolutely
no evidence that Google intentionally copied or adopted Rosetta Stone's mark in an effort to pass off its own goods or
services under the ROSETTA STONE mark.

6 Elaborating on the idea that the functionality doctrine keeps trademark law from “inhibiting legitimate competition by
allowing a producer to control a useful product feature,” Qualitex Co. v. Jacobson Prods. Co., 514 U.S. 159, 164, 115
S.Ct. 1300, 131 L.Ed.2d 248 (1995), the Supreme Court noted that if a feature is functional, “exclusive use ... would
put competitors at a significant nonreputation-related disadvantage,” id. at 165, 115 S.Ct. 1300. However, “[w]here the
design is functional under the Inwood formulation there is no need to proceed further to consider if there is a competitive
necessity for the feature.” TrafFix Devices, Inc. v. Marketing Displays, Inc., 532 U.S. 23, 33, 121 S.Ct. 1255, 149 L.Ed.2d
164 (2001).

7 eBay maintained a “Verified Rights Owner (‘VeRO’) Program,” which allowed trademark owners to report potentially
infringing items so that eBay could remove the associated listings. See Tiffany (NJ) Inc. v. eBay Inc., 600 F.3d 93, 99
(2d Cir.2010). The district court found that the trial evidence showed eBay promptly removed challenged listings from
its website. See id. at 106.

8 On appeal, Rosetta Stone clarified that its unjust enrichment claim arises from Google's business practice of selling
trademarks as keywords that trigger the display of sponsored links rather than the content of the sponsored links. In light
of our conclusion that Rosetta Stone failed to state an unjust enrichment claim as to the use of its marks as keywords,
we need not address the district court's alternative holding that, to the extent advertisers used Rosetta Stone's marks
in the text of their ads, Google was entitled to “immunity” under the Communications Decency Act “because Google is
no more than an interactive computer service provider and cannot be liable for the actions of third party advertisers.”
Rosetta Stone Ltd. v. Google Inc., 732 F.Supp.2d 628, 632 (E.D.Va.2010) (footnote omitted); see 47 U.S.C. § 230(c)(1)
(“No provider or user of an interactive computer service shall be treated as the publisher or speaker of any information
provided by another information content provider.”).

End of Document © 2017 Thomson Reuters. No claim to original U.S. Government Works.
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SanMedica International, LLC, a Utah limited
liability company; Western Holdings, LLC, a
Nevada limited liability company, Plaintiffs,
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Amazon.com, Inc., a Delaware
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I
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Attorneys and Law Firms

Demarcus Montrel Key, Alex City, AL, pro se.

MEMORANDUM DECISION AND ORDER
David Nuffer, United States District Judge

*1 Presently pending are the parties' cross-motions

for summary judgment filed on July 21, 2014.! For
the reasons set for below, after reviewing the parties'
memoranda, the undisputed facts and the relevant legal
authorities, Amazon's motion for summary judgment
is hereby GRANTED in part and DENIED in part,
and Plaintiffs' motion for partial summary judgment is

DENIED. Oral argument is unnecessary. 2

BACKGROUND...——
STANDARD OF REVIEW...——
UNDISPUTED MATERIAL FACTS..——

ANALYSIS...——
Judgment on  Plaintiffs' Trademark
Infringement Claim under § 32 of the Lanham Act,
codified as 15 U.S.C § 1114 is Inappropriate...

Summary

The Degree of Similarity of the Marks...

The Intent of the Alleged Infringer in Adopting its
Mark..——

Evidence of Actual Confusion...——

The Relation in Use and the Manner of Marketing
Between the Goods or Services Marketed by the
Competing Parties...

The Degree of Care Likely to be Exercised by
Purchasers...

The Strength or Weakness of the Marks...

Other Relevant Factors...

Summary Judgment is Granted in Favor of Amazon as to
Plaintiffs' Trademark Infringement Claim under § 43(a) of
the Lanham Act, codified as 15 USC § 1125(a)...——

Summary Judgment on Plaintiffs Utah Truth in
Advertising Act Claim is Inappropriate...

Utah Code Ann. § 13—-11a-3(1)(i)...——

Utah Code Ann. § 13—-11a-3(1)(t)..——

Plaintiffs Are Not Entitled To Summary Judgment for a
Permanent Injunction...

Injunctive Relief Under § 1114(1)(a) of the Lanham
Act...——

Injunctive Relief Under UTAA..——

Amazon is Entitled to Summary Judgment that Statutory
Damages Under the UTAA Are Limited to a Single
Award of $2,000...——

ORDER..——

BACKGROUND

Plaintiff Western Holdings, LLC (“Western Holdings”)
owns the trademark for SeroVital, a dietary supplement
that promotes the human body's natural production of
serum human growth hormone levels. Plaintiff SanMedica
International, LLC (“SanMedica”) has a license to use
the SeroVital trademark. Starting November 15, 2012,
SanMedica offered SeroVital for sale on Amazon.com
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(“Amazon”). On or about December 12, 2012, Amazon
removed the SeroVital product from the Amazon
marketplace for a policy violation. Although SeroVital
was no longer available for purchase on the Amazon
marketplace, Amazon's internal bidding system (Hydra)
continued to bid on the word SeroVital with search
engines, such as Google, Bing, and Yahoo. Consequently,
Hydra generated and published ads on the search engines
when consumers searched for SeroVital. The sponsored
ads represented that SeroVital could be purchased at
Amazon. These sponsored ads continued to appear
through September 9, 2013.

*2 On March 6, 2013, Plaintiffs filed a Complaint3

against Amazon. Plaintiffs subsequently filed an

Amended Complaint4 on September 3, 2013, which sets
forth causes of action for: (1) trademark infringement
under the Lanham Act; (2) unfair competition based on
false representation in violation of Lanham Act /5 U.S.C.
§1125(a)(1)(A) ; (3) unjust enrichment; (4) injunctive
relief; (5) declaratory relief; and (6) violation of the Utah

Truth in Advertising Act 3 (“UTAA”).

Amazon has moved for summary judgment on Plaintiffs'
trademark infringement, unfair competition based on
false representation, unjust enrichment, and UTAA

claims.® Amazon contends that summary judgment
should be granted in its favor on the above claims because

Plaintiffs cannot show any likelihood of confusion

resulting from Amazon's use of the SeroVital mark.
“Alternatively, Amazon asks the Court to enter judgment
in favor of Amazon on Plaintiffs' claim to actual
damages, and also decide the maximum allowable

statutory damages under the ... [UTAA].”8 Plaintiffs'
cross-move for partial summary judgment on their claims
for trademark infringement, unfair competition based
on false representation, violation of the UTAA, and

injunctive relief. ?

STANDARD OF REVIEW

“The court shall grant summary judgment if the movant
shows that there is no genuine dispute as to any material
fact and the movant is entitled to judgment as a matter

of law.” " When analyzing a motion for summary
judgment, the court must “view the evidence and draw

all reasonable inferences therefrom in the light most

favorable to the party opposing summary judgment.” 1

However, “the nonmoving party must present more

than a scintilla of evidence in favor of his position.” 12

A dispute is genuine only “if the evidence is such
that a reasonable jury could return a verdict for the

nonmoving party.” 13 “The fact that the parties have filed
crossmotions for summary judgment does not affect the

applicable standard.” 14

UNDISPUTED MATERIAL FACTS

The following material facts are mostly undisputed in
the briefing, but where facts offered were disputed,
those disputes have been removed by editing and only
the undisputed portions remain. Some minor edits and
consolidations have been made to improve readability
without changing meaning.

1. Western Holdings is a limited liability company
organized and existing under the laws of the state of
Nevada. Western Holdings owns the trademark for Sero

Vital. 1°

*3 2. The SeroVital trademark was first used in interstate
commerce on September 14, 2012. An application for
registration of that trademark was filed in the United
States Patent and Trademark Office (the “USPTO”)
on March 5, 2012. The trademark was published for
opposition by the USPTO on December 18, 2012. And
on May 21, 2013, the USPTO issued a certificate of
trademark registration to Western for SeroVital. Reg. No.

4,339,758, 10

3. Western Holding licenses the use of its trademark to

SanMedica. !

4. SanMedica is a limited liability company organized
and existing under the laws of the State of Utah, with its
principal place of business in Salt Lake City, Utah. 18

5. Hydra is:

Amazon's internal bidding system ... that automatically
generates and evaluates paid advertisements on search
engines such as Google, Yahoo or Bing. [Redacted]
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[Redacted]
[Redacted] 19
6. Amazon (AMZNO00000015) describes

components of a sponsored links ad generated by Hydra
as:

the four

[Redacted]

[Redacted]
[Redacted] 20

7. SeroVital was offered for sale on the Amazon
Marketplace on or about November 15, 2012.

8. Hydra identified the word “SeroVital” beginning on
or about November 15, 2012 ... and consequently, Hydra
bid on the word SeroVital with Google, Bing, and
Yahoo. Thereafter, Hydra generated and published 21 ads
when consumers searched for “SeroVital” or “SeroVital

hgh” on Google, Bing, and Yahoo, with the following

language: 2

Serovital at Amazon.com—Qualified orders over S25
ship free. Buy Serovital at Amazon!

www.Amazon.com
and

Serovital-hgh at Amazon—Qualified orders over $25
shin free. Buy Serovital-hgh at Amazon!

www. Amazon.com

9. Hydra's [sponsored] ads ... claiming SeroVital was for
sale on Amazon were consistent with the four components
described in AMZNO00000015, and helped Amazon attract

customers to its website. >

10. Amazon removed the Sero Vital product from the
Amazon Marketplace for a policy violation on or about

December 12, 2012. 2

11. Amazon “stop-listed” the keyword “SeroVital” from
use in its sponsored ads published by search engines on

desktop computers on March 15, 2013. 23 But some ads
continued to appear through September 9, 2013. 26

12. From December 13, 2012 through at least September
9, 2013 (“Advertising Period”), Amazon's sponsored ads
[for SeroVital] continued to be published when consumers
searched for “SeroVital” or “SeroVital hgh” on Google,

Yahoo, and Bing. 27

*4 13. During the Advertising Period, Hydra generated
over 319,000 sponsored ads. There were 35,000 clicks
on the sponsored ads. Of those who entered Amazon's

store during the Advertising Period, 962 purchased some

product other than SeroVital. 28

14. Each ... ad ... represented that SeroVital was for sale
and could be purchased on Amazon. But when a consumer
clicked on the sponsored ad, it took him or her to a
landing page on Amazon.com that contained offers for
sale of other products, but not SeroVital. Other products
included, at times, Original Forumula GH3, AminoGH,
Secratatropin HGH, Genf20 Plus, Controlled Labs Blue

Growth, Gerovital H3 Evolution, and HGH Complex. 2

15. During the period when Amazon ran the accused
ads, but SeroVital was unavailable in the Amazon
Marketplace, users who clicked on the accused ads
were taken to pages at Amazon.com that did not show
SeroVital. Rather, other products appeared, which were
clearly labeled and were not represented by Amazon or

third-party sellers to be SeroVital. 30

16. There is no evidence of actual confusion resulting from

Amazon's use of the SERO VITAL mark. !

17. In all ads in which it used the SERO VITAL mark, ...
[it was] clear that the ad was placed by Amazon, and the

stated URL disclosed that clicking on the ad would take

the user to Amazon.com. >2

18. On January 28, 2013, SanMedica sent a written notice
to the Registered Agent for Amazon.com, Inc., pursuant

to the ... [UTAA],33 giving notice to Amazon that it
was in violation of the provisions of the UTAA by
using deceptive, misleading, and false advertising practices
relating to the purported sale of SeroVital on Amazon's
website. As required by the UTAA, Plaintiff's notice
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demanded that Amazon, within 10 days of receipt of
said notice: (a) remove all advertisements on the internet
that advertise, offer, state, or imply in any way that
Amazon carries or offers for sale SeroVtal; (b) promulgate
a correction notice with the same search engine providers
containing the deceptive advertisements that states that
SeroVital is not offered for sale by Amazon; and (c)
send written proof of its compliance with the demand to

Plaintiffs within the 10—day period. i

19. Amazon has failed to provide proof that it has
complied in a timely manner with the demands of the
notice. And after the filing of the original complaint on
March 6, 2013, Amazon continued for approximately six
months, until September 2013, to ... advertise SeroVital

for sale ... by using that trademark in advertisements

placed through search engine providers. 33

20. After Amazon removed Sero Vital from Amazon.com,
Amazon sold [Redacted] in various goods and services
who arrived at Amazon.com by clicking on an accused
