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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE
BEFORE THE TRADEMARK TRIAL AND APPEAL BOARD

MCcNEIL-PPC, INC., )
)
Opposer, ) Opposition No. 91184978
) Serial No. 76/682,070
v. )
)
WALGREEN CO., )
)
Applicant. )
)

APPLICANT’S RESPONSE TO OPPOSER’S STATEMENT
OF OBJECTIONS TO APPLICANT’S EVIDENCE
AND
APPLICANT’S STATEMENT OF OBJECTIONS TO OPPOSER’S EVIDENCE

Applicant Walgreen Co. (“Walgreens”) herein responds to Opposer’s Statement of
Objections to Applicant’s Evidence. Moreover, Applicant herein brings its own objections to

certain evidence sought to be introduced in these proceedings by Opposer McNeil-PPC, Inc.

(“McNeil”).
I Applicant’s Response to Opposer’s Statement of Objections to Applicant’s Evidence
A. Dr. Simonson’s Survey and Testimony Are Admissible

McNeil’s Statement of Objections to Applicant’s Evidence seeks to exclude the
testimony and expert report of Dr. Alex Simonson (“Dr. Simonson”) submitted by Walgreens.
This objection is not well-founded and should be rejected.

The admissibility of evidence in oppositions is governed by the Federal Rules of
Evidence and Federal Rules of Civil Procedure. TBMP § 707.01. “‘Relevant evidence’ means
evidence having any tendency to make the existence of any fact that is of consequence to the

determination of the action more or less probable than it would be without the evidence.” Fed.



R. Evid. 401. Generally, “[a]ll relevant evidence is admissible, . . . [and] [e]vidence which is not
relevant is not admissible.” Fed. R. Evid. 402.

Federal Rule of Evidence 702 has been held to present the following test for admitting
expert testimony: (1) is the expert qualified and the testimony reliable; and (2) is the evidence
relevant and helpful to the trier of fact. See U.S. v. Jones, 107 F.3d 1147, 1156 (6th Cir. 1997)
(attached as Exhibit A); see also Daubert v. Merrell Dow Pharms., Inc., 509 U.S. 579, 27
U.S.P.Q. 1200 (1993).

1. Dr. Simonson is Highly Qualified and his Survey and Testimony
Stand Unrebutted by Anyone in the Field

Dr. Simonson conducted a consumer survey intended to gauge whether there is a
likelihood of confusion as between WAL-ZYR and ZYRTEC. Without a doubt, Dr. Simonson is
highly qualified for such an endeavor.' Significantly, nowhere in its Objections does McNeil
challenge Dr. Simonson’s qualifications or experience in the field.?

McNeil certainly had the resources to have hired its own survey expert at the outset of
this case, but it did not. If McNeil believed Dr. Simonson’s survey was faulty, McNeil could

have retained a professional to either (1) conduct a survey not containing the alleged flaws; or (2)

' Dr. Simonson holds a Ph.D. in marketing, with distinction, from Columbia Business School (1994); a J.D. from
New York University School of Law (1987); and an A.B., magna cum laude, from Columbia College, Columbia
University (1984). He is an Associate Professor of Marketing at Seton Hall University, Stillman School of
Business. He has been professionally active in trademark survey research since as early as 1990, and he has
personally designed and implemented numerous likelihood of confusion surveys for TTAB proceedings and federal
court cases. Further details of his qualifications appear in Appendix A of his “Report of a Survey to Determine the
kaellhood of Confusion, If Any, Between WAL-ZYR Allergy Medications and ZYRTEC” (the “Report”).

? Indeed, similar attempts to exclude surveys conducted by Dr. Simonson have failed. See, e.g., Safe Auto Ins. Co. v.
State Auto. Mut. Ins. Co., No. 2:07-cv-1121, 2009 WL 3150328, at *3-4 (S.D. Ohio Sept. 30, 2009) (attached as
Exhibit B); Static Control Components, Inc. v. Lexmark Int’l, Inc., Nos. 5:02-571 and 5:04-84, 2007 WL 7083655,
at *14-16 (E.D. Ky. May 12, 2007) (attached as Exhibit C).
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critique Dr. Simonson’s survey and report.” McNeil did neither of those things. As such, Dr.
Simonson’s testimony stands unrebutted by anyone qualified or educated in the field.

2. Dr. Simonson’s Survey and Testimony are Reliable and
Relevant/Probative

Instead of relying on a market researcher, and with no empirical evidence of its own,
McNeil assembled a laundry list of ten (10) different arguments to support its request for
exclusion of Dr. Simonson’s survey. Arguing the “Report is flawed in numerous respects”
(Objections p. 2), McNeil could not point to one fatal flaw in the survey, but rather argued
everything it could think of with the hope that something would stick.* In doing so, it ignored
the well-settled principle that any deficiencies in a survey generally go to its weight, not its
admissibility. See, e.g., Wendt v. Host Int’l, Inc., 44 U.S.P.Q.2d 1189, 1194 (9th Cir. 1997);
Mobil Oil Corp. v. Pegasus Petroleum Corp., 2 U.S.P.Q.2d 1677, 1681 (2d Cir. 1987);
Prudential Ins. Co. v. Gibraltar Fin. Corp., 217 U.S.P.Q.1097, 1100-01 (9th Cir. 1982).
Significantly, moreover, McNeil’s arguments are not supported by cases or even market research
guidelines. That is not surprising since, as explained below, Dr. Simonson’s survey is well-
supported by precedent.

) The Survey Universe Was Proper

McNeil argues that Dr. Simonson’s universe was improper due to a “mismatch” between
certain demographic data for the respondents vs. the actual purchasers of the goods. More

specifically, McNeil stated “the typical” over-the-counter allergy medicine purchaser is a woman

? Walgreens served Dr. Simonson’s report on July 7, 2009 and it was received by McNeil the next day. The parties
agreed that, if desired, McNeil could have an additional 30 days to disclose a rebuttal expert. In emails between
counsel dated July 29 and 30, 2009, it was agreed to move this rebuttal deadline until 20 days after the deposition of
Dr. Simonson, or to October 21, 2009. Thus, McNeil had 105 days after it received Dr. Simonson’s report and 20
days after it deposed Dr. Simonson to produce a rebuttal report.

* McNeil’s list includes the following: (1) improper universe; (2) inappropriate control; (3) survey did not test for all
types of confusion at issue; (4) improper administration; (5) potentially improper testing locations; (6) confusing
compound questions; (7) open-ended questions with no clear instructions for follow-up; (8) inadequate evidence of
survey certification; (9) discrepancies in survey verification; and (10} inaccurate analysis of survey results.
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in her mid-forties with children under age 18. (Objections p. 2.) However, McNeil cites no real
data to support this conclusion. McNeil cited to a report prepared by Pfizer for the purpose of

helping develop shopper programs and the like to motivate shoppers to buy over-the-counter

REDACTED

Even if the Board accepts McNeil’s unsupported assertion that the “typical” shopper is a
woman in her mid-forties with children under 18, McNeil’s objection to the Dr. Simonson survey
on the basis that only about 15% of the survey respondents were women in the age range of 35-
49 is unfounded. (Objections p. 2.) McNeil argues, in effect, that because of this so-called
“mismatch” Dr. Simonson’s universe was “overinclusive” (i.e., it included people outside the

group that should have been surveyed). McNeil cites case law for the general proposition that a

3 Interestingly, McNeil’s supposed “typical” shopper is also belied by McNeil’s other evidence in this matter.

REDACTED



skewed universe results in a skewed conclusion. (Objections p. 3.) But it cites no authority to
support the argument that a discrepancy between demographics of actual purchaser data vs. the
pool of respondents skews a survey (let alone requires its exclusion).

In fact, as the Report explains, the universe defined for the study included adult males
and females, 18 years of age or older, who purchased in the past six months, or were likely to
purchase in the next six months, an over-the-counter allergy relief medication.® As Dr.
Simonson testified, for most disposable goods or frequently purchased products, six months past
or six months future is a very common time frame to use when defining a universe. (Joint
Stipulation Regarding Trial Testimony, May 10, 2011, Ex. C 31:4-8 (designating portions of Dr.
Simonson’s discovery deposition into the record; hereafter referred to as “Simonson Dep. Ex.
[page]:[line]”)). That is especially the case with respect to allergy medicine, since the screening
will capture those who suffer from fall, winter, or spring allergies. /d. Indeed, using a universe
such as the one Dr. Simonson used is commonplace. See, e.g., Anheuser-Busch, Inc. v. Mambo
Seafood #1, Inc., No. 91160250, 2008 WL 4674603, at *7 (T.T.A.B. Sept. 22, 2008) available at
http://ttabvue.uspto.gov/ttabvue/v?pno=91160250&pty=OPP&eno=68 (relevant universe was
“those individuals who had purchased beer within the preceding 30 days or who were likely to
purchase beer within the following 30 days”); Gateway Inc. v. Companion Products Inc., 68
U.S.P.Q.2d 1407, 1418 n.2 (D.S.D. 2003) (relevant universe was individuals who had purchased
personal computer accessories in the past 12 months or who intended to buy personal computer
accessories in the next 12 months). Further, the survey used “screening quotas”™—a well-

accepted method of sampling—based on data from the U.S. Census Bureau. (Reportp. 6.) As

% Screening questions excluded certain potential respondents due to potential bias, such as people who are employed
in the marketing research field, doctors, pharmacists, and the like, as is more fully explained in the Report pp. 4-5.
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such, the survey was not skewed toward any particular age group or gender, but rather based on
reliable data to obtain a representative mix of respondents.

In any event, whether a survey universe is “overinclusive” or “underinclusive” is a factor
that generally goes to the survey’s weight, not admissibility. See Shari Seidman Diamond,
Reference Guide on Survey Research, in REFERENCE MANUAL ON SCIENTIFIC EVIDENCE 242
(Fed. Judicial Center 2000), available at
http://www fjc.gov/public/pdf.nsf/lookup/sciman00.pdf/$file/sciman00.pdf (“An overinclusive
universe generally presents less of a problem . . . than an underinclusive universe.”); 6 J.
THOMAS MCCARTHY, MCCARTHY ON TRADEMARKS AND UNFAIR COMPETITION § 32:162 (2010)
(“The selection of an inappropriate universe generally affects the weight of the resulting survey
data, not its admissibility.”); Fort James Corp. v. Kimberly Clark Tissue Co., 1999 WL 966144,
at *19, n. 6 (N.D. Ill. Oct. 8, 1999) (attached as Exhibit D) (concluding that when compared to a
survey with an underinclusive universe, an overbroad survey presents less of a problem);
Schieffelin & Co. v. Jack Co. of Boca, Inc.,31 U.S.P.Q.2d 1865, 1875 (S.D.N.Y. 1994) (although
universe was “somewhat overbroad,” “such imperfections...are not fatal, but are factored into
the weight that should be given to the evidence.”).

(b) “WAL-ZEE” Was an Appropriate Control

Citing no authority or market research guidelines, McNeil criticizes Dr. Simonson’s
selection of “WAL-ZEE” as a control.

The purpose of a control has been likened to putting a criminal suspect in a line-up of
others. Dr. Simonson testified that in selecting a control, he tries to “pick something that’s
reasonably close to the test [mark], but absent the alleged infringing elements.” (Simonson Dep.

Ex. A 40:21-23))



McNeil argues that “WAL-ZEE” was inappropriate because it “emphasizes ‘Z’”, and
therefore “could itself be a source of confusion....” (Objections p. 3.) But McNeil does not go so
far as to allege that the control “WAL-ZEE” would infringe on the mark “ZYRTEC,” simply
because “WAL-ZEE” contains the letter “Z.” Likewise, no where does McNeil suggest that any
mark containing a “Z” and six letters would necessarily infringe on “ZYRTEC.”’

Here, without the letter “Z”, the control would have failed in its essential purpose:
namely, to ascertain the noise level. See, e.g., 24 Hour Fitness USA, Inc. v. 24/7 Tribeca Fitness,
LLC, 447 F. Supp. 2d 266, 280 (S.D.N.Y. 2006), aff’d, 247 Fed. Appx. 232 (2d Cir. 2007)
(attached as Exhibit E) (court criticized the control mark LIFETIME FITNESS in a survey
seeking to evaluate the likelihood of confusion between 24 HOUR FITNESS and 24/FITNESS,
commenting that a mark such as THE 24 HOUR GYM would have detected those who thought
there was a connection due to the gym being open 24 hours regardless of the similarity level of
the conflicting marks).

In the circumstances, “WAL-ZEE” performed exactly as a control should—it determined
the level of noise, or guessing to “ZYRTEC” from the letter “Z” alone—putting aside (for the
test cell) the question of likelihood of confusion from the inclusion of “ZYR” at the end of
“WAL-ZYR.”

(c) The Survey Questions Were Probative of the Issues and Not
Confusing

McNeil criticizes the survey questions on two grounds, namely: (1) they did not test for
all types of confusion at issue in this proceeding (Objections pp. 3-4), and (2) they were

compound and therefore confusing (Objections pp. 6-7).

"Notably, McNeil does not identify any alternative controls it believes would have functioned better than “WAIL-
ZEE”.



First, McNeil cites no authority for its proposition that every survey must test for every
type of confusion imaginable. McNeil did not allege any special or unique type of confusion
here. Instead, its Notice of Opposition generally stated that WAL-ZYR “is likely to cause
confusion, cause mistake or deceive consumers, and cause them to believe that the goods offered
under Applicant’s WAL-ZYR mark emanate from, or are sponsored by, manufactured by,
endorsed by or otherwise connected with Opposer, in violation of Section 2(d) of the Lanham
Act, 15 U.S.C. § 1052(d).” (Not. of Opp. p. 4, 9 25.)

Second, Dr. Simonson’s survey employed the widely accepted Ever-Ready
methodology.® (Report p. 2.) See Anheuser-Busch, Inc. v. Mambo Seafood #1, Inc., No.
91160250, 2008 WL 4674603, at *9 (T.T.A.B. Sept. 22, 2008) available at
http://ttabvue.uspto.gov/ttabvue/v?pno=91160250&pty=OPP&eno=68 (characterizing the Ever-
Ready format as “often approved” and finding the survey reliable and probative); Starbucks U.S.
Brands, LLC et al. v. Ruben, 78 U.S.P.Q.2d 1741, 1753 (T.T.A.B. 2006) (survey that followed
Ever-Ready was reliable and of probative value).

Dr. Simonson’s report states that it sought to determine confusion as to source, affiliation,
and authorization/permission. (Report p. 2.) This is reflected in the questions asked of
respondents. (Report App. B.) Thus, the questions in the survey were probative of the issues at
hand. See Starbucks U.S. Brands, LLC et al. v. Ruben, 78 U.S.P.Q.2d 1741, 1753 (T.T.A.B.
2006) (noting that leading commentator McCarthy suggests, and courts have found, that
affiliation and connection questions—such as those used in the Ever-Ready format—are

appropriate in light of the specific language of the Lanham Act).

® The survey offered in the seminal case of Union Carbide Corp. v Ever-Ready, Inc., 188 U.S.P.Q. 623 (7th Cir.
1976) tested for confusion between different products, namely, batteries and flashlight bulbs. Since then, the
underlying Ever-Ready format (showing respondents the defendant's or applicant’s mark as the stimulus in the test
cell) has been adopted for use in surveys evaluating confusion between goods of the same type, such as in this case.
See, e.g., NFL v. Wichita Falls Sportswear, Inc., 215 U.S.P.Q. 175 (W.D. Wash. 1982).
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Dr. Simonson also followed TTAB precedent in implementing the Ever-Ready format,
such as the use of stimuli consisting of plain cards containing only the Applicant’s mark (for the
test cell) and the control mark (for the control cell), each appearing above the product category
(here, “Allergy medications”). (Report App. F.) See, e.g., Anheuser-Busch, Inc., 2008 WL
4674603 at *8; Miles Laboratories Inc. v. Naturally Vitamin Supplements Inc., 1 U.S.P.Q.2d
1445, 1459-60 (T.T.A.B. 1986). Dr. Simonson’s survey methodology is judicially accepted by
courts as well as the TTAB and should be deemed probative of the issues presented here.

The survey questions employed by Dr. Simonson followed established precedent and are
not confusing. Citing no authority or market research guidelines, McNeil argues that Dr.
Simonson’s use of phrases such as “makes or puts out,” “products or brands,” and “affiliated
with or authorized by” renders the questions and answers ambiguous. (Objections p. 6.) But
these same phrases have been judicially accepted repeatedly. Asking what individual, company,
or organization “makes or puts out” a product has even been called “standard methodology” in
trademark surveys. U.S. Polo Ass’n Inc. v. PRL USA Holdings Inc., No. 09 Civ. 9476,
U.S.P.Q.2d _,2011 WL 1842980 at *15 (S.D.N.Y. May 13, 2011) (attached as Exhibit F); see
also Gateway Inc. v. Companion Products Inc., 68 U.S.P.Q.2d 1407, 1418 (D.S.D. 2003)
(finding the following question (among others) “not slanted or leading”: “Based on what you
just saw, do you or do you not have a belief as to who or what company or companies makes or
puts out the product in the picture I just showed you?”) (emphasis added). Likewise, in
Anheuser-Busch, Inc., 2008 WL 4674603 at *8-9, the TTAB found a survey reliable and
probative on the issue of likelihood of confusion where questions included the following, among
others: “Do you believe that the company that makes or puts out the beer shown on this card

makes or puts out any other products or brands?” and “If you have an opinion, do you believe



that the beer shown on this card is or is not made or put out with the approval or sponsorship of
any other company or brand” (emphasis added in each). These questions are similar to those in
Dr. Simonson’s survey. (Report App. B.)

) The Survey Was Properly Administered and Interviewers
Were Instructed to Probe When Appropriate

In support of its claim of improper administration, McNeil points to one single interview
sheet that indicated one interviewer may have improperly recorded, for one respondent, whether
that person fell in the test cell or control cell. (Objections p. 5.) Dr. Simonson testified that the
survey employed certain stop-gap measures to prevent such an occurrence; although somehow
“one got through,” “[t]here’s no indication to suggest it’s more than one.” (Simonson Dep., Exs.
A & C109:2-111:25.) Certainly even if one such error did occur—out of 404 completed
surveys—it would go to the survey’s weight and not admissibility.9

Citing no authority or market research guidelines, McNeil argues that interviewers were
not properly instructed relative to probing. (Objections pp. 5, 7.) However, Dr. Simonson
testified that generally in his studies, interviewers in their discretion are advised to probe for
clarity or ambiguity, or to probe when an answer was not clear to them. (Simonson Dep., Ex. A
69:2-70:16.) While McNeil argues the instructions to interviewers were not clear on this point
(Objections p. 7), the written interviewer instructions speak for themselves and show the
opposite. (Report App. C.) Indeed, the instructions (p. 2) relative to “Open-Ended Questions”

clearly state: “...YOU SHOULD BE SURE TO PROBE IF A THOUGHT IS NOT CLEAR

OR COULD BE INTERPRETED DIFFERENT WAYS.” (capitalization, underlining, and

bold in original), followed by another whole section entitled “Probing” which states essentially

the same. (Report App. C, p. 2.)

? As the TTAB has stated, “{CJourts and this Board have long recognized that there is no such thing as a perfect
survey....” Anheuser-Busch, Inc., 2008 WL 4674603 at *9.
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Dr. Simonson’s survey was conducted by impartial interviewers and responses were
recorded verbatim. McNeil has not pointed to any pattern of errors nor has it identified any
serious questions as to the survey’s inherent reliability. Its argument that the survey’s
administration was suspect should be rejected.

(e) The Survey was Conducted in Acceptable Testing Locations

The survey was conducted in twelve enclosed regional malls with large anchor stores like
Nordstrom or Sears. (Simonson Dep., Ex. A 112:7-22). McNeil hypothesizes that if the malls
housed Walgreens stores, the universe of respondents could have been improperly skewed due to

the inclusion of loyal Walgreens customers or others “overly familiar with Walgreens’ house

brand products.” (Objections p. 6.) This argument is based on pure conjecture.

REDACTED

14 The Survey Was Properly Certified and Verified

Citing no cases or market research guidelines, McNeil argues that there is inadequate
evidence of survey certification, and that the survey was not properly verified.

Certification pages are completed with respondents’ contact information during the
interview process, and then signed by the respondents. The respondents’ personal information
was redacted on the certification pages produced by Dr. Simonson. McNeil therorizes that such
redaction must have been done to hide problems with the certification process. However, it does
not point to any evidence suggesting any problem with certifications. Moreover, survey research

guidelines recommend that researchers such as Dr. Simonson maintain the anonymity of
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respondents. See 6 MCCARTHY § 32:183 (2010) (citing Diamond, supra at 271-72; Code of
Ethics of the Marketing Research Association R. 3; Council of American Survey Research
Organization, Code of Standards for Survey Research, Parts I.A.1. and I.A.3.e. (Feb. 1984);
among other survey guideline authorities/sources).

McNeil also complains that only 67% of the respondents were recontacted for the
purpose of validation. As Dr. Simonson testified, however, a 67% validation rate is quite high.
(Stmonson Dep., Ex. A 33:21-34:3.) Indeed, “[t]he standard procedure for validation of in-
person interviews is to telephone a random sample of about 10% to 15% of the respondents,”
although in surveys for litigatibn, validating at least 50% of interviews “increases the
trustworthiness of the survey results.” Diamond, supra at 267 and cases cited therein.

McNeil argues that Dr. Simonson testified there were “systematic problems in the
survey” because two (2) respondents denied during the validation process that they qualified for
the study. (Objections p. 8, n. 4.) McNeil complains that Dr. Simonson inappropriately
attempted to change his testimony on this point on an errata sheet. However, a review of Dr.
Simonson’s testimony in context makes it clear to any reader that Dr. Simonson either simply

misspoke or that the stenographer mistook his testimony.'® (Simonson Dep., Ex. A 34:2-20.)

' While a deponent is generally not permitted to make material changes to testimony through an errata sheet, here
Dr. Simonson’s testimony was simply missing the word “not.” It is commonplace for stenographers to miss a single
word, including a word such as “not”. It is abundantly clear from the surrounding testimony that Dr. Simonson
meant “not systematic problems.” While the surrounding testimony was not designated as part of the trial record,
given the nature and tone of McNeil’s arguments on this point, in all fairness the Board should be permitted to
consider the context of the statement at issue. Therefore, it is attached hereto as Exhibit G. Regarding McNeil’s
argument that the errata sheet was not provided in a timely manner, McNeil’s attorney Laura Popp-Rosenberg
consented to an extension of such production while the proceedings were suspended. Such consent was given
during a telephone conversation with Walgreens® attorney Caroline Stevens. McNeil never expressed any objection
to the errata sheet based on timeliness prior to its trial Objections. Moreover, Walgreens agreed to McNeil’s own
request for an extension to provide its own witness’s errata sheet to Walgreens. Regardless of whether the Board
will consider the errata sheet, as Dr. Simonson testified, a 67% validation rate is quite high and there is no basis to
suggest the survey was not properly validated.
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Moreover, it has been recognized in the field of market research that a few discrepancies
in validation do not affect the reliability of the interview process: “Some attempts to reach the
respondent will be unsuccessful, and occasionally a respondent will deny that the interview took
place even though it did. Because the information checked is limited to whether the interview
took place and whether the respondent was qualified, this validation procedure does not
determine whether the initial interview as a whole was conducted properly.” REFERENCE
MANUAL ON SCIENTIFIC RESEARCH 267. As stated in the Report, p. 10, the two respondents who
failed to validate were removed from the data set. McNeil’s argument on this point is not
supported by law or authorities in the field and it should be rejected.

) Dr. Simonson’s Analysis of the Survey Data Was Reliable and
is Unrebutted by Any Qualified Market Researcher

McNeil complains that Dr. Simonson’s analysis of the survey data was questionable and
flawed. For example, McNeil characterizes Dr. Simonson’s coding of the data as “shoddy”
because he manually counted the number of confused respondents vs. not confused respondents.
(Objections p. 9.) McNeil fails to fully explain why the method employed by Dr. Simonson is
“shoddy”—it seems to argue that simply because the method is hand-counted, it must be
unreliable and unverifiable. However, McNeil does not point out that when Dr. Simonson
repeated his hand-counting method, he counted “the same exact number of respondents.”
(Simonson Dep., Ex. A 95:25-96:3.) Dr. Simonson is a respected expert who personally
tabulated the results, and McNeil fails to articulate why this is “shoddy” work.

McNeil then points to two (2) respondents—Nos. 26908 and 91044—that McNeil
believes should have been counted as having been confused, but were not. (Objections pp. 10-
11.) But even if Dr. Simonson had coded those two persons as confused, the confusion rate

would have only risen to 4.5% from 3 or 3.5%—remaining far less than the probative threshold
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for confusion. Moreover, Dr. Simonson is a highly qualified and experienced survey researcher,
(Report App. A), and he coded each respondent using his own best judgment. When he repeated
his initial analysis, he counted the same exact number of respondents. (Simonson Dep., Ex. A

95:17-96:3.) No one in the field has rebutted his analysis. Here, again, McNeil’s arguments fail.

3. Dr. Simonson’s Survey is Reliable and Probative and Should be
Admitted into Evidence

In sum, Dr. Simonson’s survey and testimony should be deemed admissible. Dr.
Simonson’s qualifications are not in doubt. His survey followed the well-accepted Ever-Ready
methodology for TTAB cases. The survey employed an appropriate control to gauge for noise.
The questions in the survey were not confusing, and the phrases used therein appear in questions
that have been accepted in other cases. The survey was administered according to reliable
standards typically used in the field of market research. The interviewer instructions were clear
and the responses recorded verbatim. The validation rate was high. The responses were
analyzed and categorized according to Dr. Simonson’s best judgment. Even if there are any
perceived problems with the survey, they should go to its weight, not its admissibility. The
survey provided by Dr. Simonson is supported by precedent, reliable, and probative of the issues

in this case. It should not be excluded.

B. Exhibits 19, 23-25 to Robert Tompkins’ Testimony Are Admissible

McNeil 1s attempting to exclude Exhibits 19, 23-25 from the record. However, these
Exhibits are properly authenticated and identified and should be allowed.

Exhibit 19 is a grouping of selectea pages from many Walgreens “Roto” advertisements
through the years. (Deposition of Robert Tompkins, 73:1-3, 73:20-24, 74:1-4, Mar. 28, 2011.)
McNeil argues these documents were not properly authenticated because Mr. Tompkins said he

“believe[d]” they were true and correct copies, rather than simply saying they were. (Opp. Stmt.
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Obj. p. 11; Tompkins Dep. 74:1-4.) These documents were properly authenticated. Mr.
Tompkins is stating his understanding, or his belief, that the documents are a true and collect
collection of copies of Roto advertisements over the years. This meets the requirements of the
Rules. See Fed. R. Evid. 803(6). Moreover, this is an objection regarding the authentication of
an exhibit, which is waived if not raised during the deposition. See TBMP § 707.03(c); Rocket
Trademarks Pty Ltd. v. Phard S.p.A., 98 U.S.P.Q.2d 1066, 1070 (T.T.A.B. 2011). As counsel for
McNeil did not object to the submission of this Exhibit during the testimony deposition of Mr.
Tompkins, this objection is waived.

Exhibits 23-25 are collections of customer comments from Walgreens’ files. McNeil
objects to these exhibits and its related testimony, essentially on the basis that Mr. Tompkins did
not search the customer comments database himself. (Opp. Stmt. Obj. p. 11-12.) However, Mr.
Tompkins, in his position as Divisional Vice President and General Merchandise Manager of
Health and Wellness, recognized the reports on sight and could identify them. (Tompkins Dep.
85:13-16, 87:5-7, 88:21-24.) He stated his belief that the record appeared true and correct and
unedited. (Tompkins Dep. 86:14-18 (“Q: And is Exhibit 23 true and correct copies of ... these
types of reports about product quality...? A: That’s correct.”); Tompkins Dep. 88:6-8, 89:4-8.)
Even if he did not perform the searches themselves, he can attest that these records are true and
correct copies of customer comments. See Fed. R. Evid. 803(6). Walgreens also suggests
McNeil’s issue is more akin to a procedural issue — relating to the authentication of the
documents — rather than a substantive one and thus has been waived by not having been made at
the time of the testimony deposition. See TBMP § 707.03(c); Rocket Trademarks Pty Ltd. v.

Phard S.p.A., 98 U.S.P.Q.2d 1066, 1070 (T.T.A.B. 2011).

15



I Applicant’s Statement of Objections to Opposer’s Evidence
A. The Declaration of Giselle Woo and Exhibits Thereto Should Be Stricken

Walgreens seeks to exclude the Declaration of Giselle Woo (“Woo Declaration™) and
Exhibits thereto. The Woo Declaration merely attempts to authenticate the documents attached
in the Exhibits thereto, declaring that Ms. Woo searched on Westlaw for various terms and time
periods. The Woo Declaration Exhibits (“Woo Exhibits”) are the search result lists from those
searches. The Woo Exhibits are no more than search result lists, offering just the information on
the publication and a short clip of the reference to the searched terms. There is no context for the
references listed, and no way to identify if this is a paid advertisement, a news entry, or
something different. To assist the Board in understanding the nature of the hit results, and by

way of example, see the following references:

Exhibit | Bates No. Reference No. | Reference appears to be:

102 McNeil 002408 | 682 Paid advertisement for closed captioning

102 McNeil 002700 | 1683 Hoover’s database record for UCB S.A.

102 McNeil 003131 | 3331 Paid advertisement for commercial that aired
during morning programming

103 McNeil 004012 | 6414 Reference in news report to expiring patents on
medications including Zyrtec, and Ambien

103 McNeil 004474 | 8235 News report of an individual charged with

possessing various drugs with an intent to
distribute, including Zyrtec, OxyContin, and
hydrocodone

104 McNeil 005761 | 108 News article discussing a new Mississippi law
requiring a prescription for certain cold
medication, including Zyrtec D, Aleve D, Claritin
D, and others

104 McNeil 005941 | 535 Paid advertisement for commercial that aired
during evening programming

Walgreens submits that the references contained in the Woo Exhibits are of no probative
use to the Board in making its determinations, as the references are “sound bites” taken out of

context and have a varying impact on the general public and its knowledge or recognition of the
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ZYRTEC mark. See In re Bayer Aktiengesellschaft, 82 U.S.P.Q.2d 1828, 1833 (Fed. Cir. 2007)
(“Search engine results—which provide little context to discern how a term is actually used on
the webpage that can be accessed through the search result link—may be insufficient to
determine the nature of the use of a term or the relevance of the search results”); Gen. Motors
Corp. v. Aristide & Co., 87 U.S.P.Q.2d 1179, 1183 (T.T.A.B. 2008). Moreover, the references
in Exhibits 103 and 104, being of overlapping time periods with the references in Exhibit 102,

would seem to be duplicative and not useful to the Board.

B. Certain Hooda Testimony and Exhibits, as Well as Woo Exhibits 103-105,
Should be Stricken

Walgreens seeks to exclude certain portions of Rohonish Hooda’s testimonial deposition
and certain exhibits attempted to be entered into evidence through Mr. Hooda’s deposition.
Specifically, Walgreens objects to Exhibits 38, 39, 40, 41, 50, 63, 64, 65, 66, 72, 73, 80, and 86
on the basis that the production of the documents contained in those exhibits occurred after the
discovery period closed. As the Exhibits should be excluded, the testimony relating to those
Exhibits, specifically Hooda Dep. 95:9-96:8, 106:2-11, 106:24-108:25, 115:20-118:9, 123:20-
124:16; 133:21-134:16, and 141:4-7, should be stricken. Walgreens also seeks to exclude Woo
Exhibits 103-105, in addition to the reasons listed above, on the basis that the production of the
documents contained in those exhibits occurred after the discovery period closed. See, e.g.,
Mana Prods. Inc. v. Black Onyx, Inc., Opposition No. 112190, 2001 WL 930583 (T.T.A.B.
2001) (the Board excluded documents not produced during the discovery peﬁod, and stated “A
party which fails to produce documents or information in response to its opponent’s proper
discovery requests will be precluded from introducing or relying on such documents or

information at trial” and “In view of applicant’s failure to produce the documents at issue during
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discovery, applicant is not entitled to rely on those documents at trial.””) (decision attached as
Exhibit H).

Walgreens previously filed a motion to preclude McNeil from using these documents at
trial, a motion that was fully briefed and decided by the Board on May 6, 2011. Walgreens
acknowledges the decision by the Board, and does not wish to reiterate all of its reasons here and
thus incorporates its prior arguments by reference. Walgreens renews its objections here for

purposes of preserving its arguments for appellate review if necessary.

Respectfully submitted,

Date:  August 29,2011 /7/// )

Mark J. Lis

Caroline L. Stevens

Michelle L. Calkins

Leydig, Voit & Mayer, Ltd.

Two Prudential Plaza

180 N. Stetson Avenue, Suite 4900
Chicago, IL. 60601-6731

Tel: (312) 616-5600

Attorneys for Applicant
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APPLICANT’S EVIDENCE AND APPLICANT’S STATEMENT OF OBJECTIONS TO
OPPOSER’S EVIDENCE was served on August 29, 2011, via first class mail and email to the
following:

Laura Popp-Rosenberg

Fross, Zelnick, Lehrman & Zissu, P.C.
866 United Nations Plaza

New York, NY 10017
Ipopp-rosenberg@fzlz.com

WMAW/ M0

Michelle L. Calkins

CERTIFICATE OF ELECTRONIC FILING

‘ I hereby certify that a copy of the attached APPLICANT’S RESPONSE TO OPPOSER’S
STATEMENT OF OBJECTIONS TO APPLICANT’S EVIDENCE AND APPLICANT’S
STATEMENT OF OBJECTIONS TO OPPOSER’S EVIDENCE was electronically filed with
the Trademark Trial and Appeal Board’s “Electronic System for Trademark Trials and Appeals
(“ESTTA”) on the date shown below:

Dated: August 29,2011 %@M @Z l\>

Michelle L. Calkins

19



IN THE UNITED STATES PATENT AND TRADEMARK OFFICE
BEFORE THE TRADEMARK TR IAL AND APPEAL BOARD

McNEIL-PPC,INC.,

Opposer, ) Oppositiado. 91184978
) SeriaNo. 76/682,070
V. )
)
WALGREENCO., )
)
Applicant. )

EXRHIBIT A



Westlaw

Page 2

107 F.3d 1147, 65 USLW 2647, 46 Fed. R. Evid. Serv. 885, 1997 Fed.App. 0082P

(Cite as: 107 F.3d 1147)

~
United States Court of Appeals,
Sixth Circuit.
UNITED STATES of Ameica, Plaintiffi—Appellee,
%

Kathleen Kremser JONE®efendant—Appellant.

No. 95-6096.
Argued May 24, 1996.
Decided March 3, 1997.

Defendant was convicted, in the United States
District Court for the Eastn District of Tennessee,
Leon JordanJ., of numerous crimes involving credit
card fraud. Defendant appealed. The Court of Ap-
peals,Moore Circuit Judge, held that: (1) card alle-
gedly written by defendant to her daughter was prop-
erly authenticated; (2) handwriting expert's testimony
was admissible to show that signatures on various
documents were defendant's; but (3) time served by
defendant in home detention was not “sentence of
imprisonment” for which subsequent sentence could
be enhanced.

Affirmed in part, vacatedn part, reversed in
part, and remanded.

Krupansky Circuit Judge, filed opinion concur-
ring in part and dissenting in part.

West Headnotes
[1] Criminal Law 110 €736

110Criminal Law
110XX Trial
110XX(F) Province of Court and Jury in
General
110k733Questions of Law or of Fact
110k736k. Preliminary or introductory
guestions of factMost Cited Cases
(Formerly 110k736(1))

Whether document has been properly authenti-
cated is preliminary determination to be made by
district court. Fed.Rules Evid.Rule 90hote, 28
U.S.C.A.

[2] Criminal Law 110 €=1153.21

110Criminal Law
110XXIV Review
110XXIV(N) Discretion of Lower Court
110k1153Reception and Admissibility of
Evidence
110k1153.21k. Evidence dependent on
preliminary proofsMost Cited Cases
(Formerly 110k1153(6))

Court of Appeals affirms district court's ruling
regarding authenticity of document offered in evi-
dence unless district court abused its discretion.
Fed.Rules Evid.Rule 901, 28 U.S.C.A

[3] Criminal Law 110 €736

110Criminal Law
110XX Trial
110XX(F) Province of Court and Jury in
General
110k733Questions of Law or of Fact
110k736k. Preliminary or introductory
guestions of factMost Cited Cases
(Formerly 110k736(1))

District court's decision to admit card allegedly
written by defendant as evidence of defendant's sig-
nature did not prevent defendant from challenging its
genuineness before jurfed.Rules Evid.Rule 901,
28U.S.C.A

[4] Criminal Law 110 €=2404.85

110Criminal Law
110XVII Evidence
110XVII(K) Demonstrative Evidence
110k404.3%Particular Objects
110k404.85k. Writings submitted for
comparisonMost Cited Cases

Card allegedly written by defendant to her
daughter was properly authenticated, where father of
daughter's husband testified that card contained refer-
ences to defendant's daughter and granddaughter that
no one else could have writtdfed.Rules Evid.Rule
901(b)(4), 28 U.S.C.A
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[5] Criminal Law 110 €1153.12(3)

110Criminal Law

110XXIV Review

110XXIV(N) Discretion of Lower Court
110k1153Reception and Admissibility of
Evidence
110k1153.120pinion Evidence
110k1153.12(3) k. Admissibility.

Most Cited Cases

(Formerly 110k1153(1))

District court abuses its discretion if it incorrect-
ly decides legal issue during course of hearing on
admissibility of expert testimonyFed.Rules Ev-
id.Rule 702, 28 U.S.C.A

[6] Criminal Law 110 €1153.12(3)

110Criminal Law

110XXIV Review

110XXIV(N) Discretion of Lower Court
110k1153Reception and Admissibility of
Evidence
110k1153.120pinion Evidence
110k1153.12(3) k. Admissibility.

Most Cited Cases

(Formerly 110k1153(1))

Defendant's challenges to admission of expert
testimony would be reviewed for abuse of discretion.
Fed.Rules Evid.Rule 702, 28 U.S.C.A

[7] Criminal Law 110 €469

110Criminal Law
110XVII Evidence
110XVII(R) Opinion Evidence
110k468Subjects of Expert Testimony
110k469k. In generalMost Cited Cas-

District court has duty to decide not only wheth-
er expert evidence is relevant but also whether it is
reliable.Fed.Rules Evid.Rule 702, 28 U.S.C.A

[8] Criminal Law 110 €=2478(2)

110Criminal Law
110XVIl Evidence
110XVII(R) Opinion Evidence
110k477Competency of Experts
110k478 Knowledge, Experience, and

Skill
110k478(2) k. Handwriting. Most
Cited Cases

Criminal Law 110 €=2486(8)

110Criminal Law
110XVII Evidence
110XVII(R) Opinion Evidence
110k482Examination of Experts
110k486Basis of Opinion
110k486(8)k. Identification of per-
sons, things, or substancé$ost Cited Cases

Handwriting expert's testimony was admissible
to show that signatures on various documents were
defendant's, where expert had years of experience in
field of handwriting analysis and gave detailed testi-
mony of procedures use®8 U.S.C.A. 8§ 1731
Fed.Rules Evid.Rule 702, 28 U.S.C.A

[9] Criminal Law 110 €~1139

110Criminal Law
110XXIV Review
110XXIV(L) Scope of Review in General
110XXIV(L)13 Review De Novo
110k1139k. In general.Most Cited
Cases

Court of Appeals reviews district court's inter-
pretation of provision of Sentencing Guidelines de
novo.U.S.S.G. § 1B1.&t seq., 18 U.S.C.A.

[10] Sentencing and Punishment 35012791

350H Sentencing and Punishment
350HIV Sentencing Guidelines
350HIV(E) Prior or Subsequent Misconduct
350Hk788Disposition
350Hk791 k. Sentence of imprison-
ment.Most Cited Cases
(Formerly 110k1245(1))

Time served by defendant in home detention was

© 2011 Thomson Reuters. No Claim to Orig. US Gov. Works.
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not “sentence of imprisonment” for which subsequent
sentence could be enhancétlS.S.G. 88 4Al.1(a)

4A1.2(b)(1) 18 U.S.C.A.

*1148 J. Edgar SchmutzeAsst. U.S. Attorney (ar-
gued and briefed), Knoxville, TN, for plaintiff—
appellee.

Elizabeth B. Ford Asst. Federal Public Defender
(briefed), Leah J. Prewitt(argued), Knoxville, TN,
for defendant—appellant.

Before: KRUPANSKY, and

MOORE, Circuit Judges.

DAUGHTREY,

MOORE, J., delivered the opinion of the court, in
which DAUGHTREY, J., joined. KRUPANSKY, J.
(pp. 1165-71), delivered a separate opinion concur-
ring in part and dissenting in part.

MOORE, Circuit Judge.

Appellant Kathleen Jones appeals her numerous
criminal convictions, all of which stemmed from her
involvement in credit card2 fraud. In addition, she
also appeals her sentent®49 imposed by the dis-
trict court. She contends that the district court erred
in two of its evidentiary rulings relating to documents
that purportedly contained her signature, and that it
erred by enhancing her sentence based on time she
spent in home detention. We conclude that the district
court did not err in its evidentiary rulings, and thus
affirm her convictions in all respects, but we reverse
the enhancement of her sentence based on her time
spent in home detention and remand for resentencing.

I. BACKGROUND

Appellant Kathleen Jones stole a credit card ap-
plication from the mailbox of her son-in-law's aunt
and uncle, fraudulentlyapplied for the credit card
under their names, and made twenty charges on the
credit card between July 8, 1991, and July 21, 1991,
for ATM withdrawals and hotel visits. The total
amount charged on the credit card was $3,748.08.
J.A. at 110. Jones was convicted of one count of mail
fraud, in violation ofLl8 U.S.C. § 1341two counts of
using a fictitious or false name in order to carry on a
scheme to defraud by mail, in violation 18 U.S.C.
8 1342 one count of using an unauthorized access
device, in violation oft8 U.S.C. 8§ 1029(a)(2one
count of possessing stolen mail, in violation 1&f
U.S.C. 8 1708and one count of obstruction of cor-

respondence, in violation 48 U.S.C. § 1702].A. at
30-31.

One of the governmentjgrimary arguments at
trial was that Jones's signature was on: (1) the credit
card application; (2) a post-office box registration
form for the post-office box to which the card was
sent; and (3) two Howard Johnson's motel registra-
tion forms, which contained the fraudulently pro-
cured Visa humber at issuEo prove that these items
contained Jones's signature, Grant Sperry, a forensic
document analyst for the United States Postal Ser-
vice, testified as an expert witness for the govern-
ment. He compared the tlersignatures at issue with
documents purportedly written by Jones and con-
cluded that her signature was on all of the documents.
The parties3 stipulated to the admissibility of two
of the writings used by Sperry, Government Exhibit
11, known business writings of defendant, and Gov-
ernment Exhibit 12, handwriting exemplars obtained
by postal inspectors. The defendant, however, refused
to stipulate to the admissibility of a third document
used by Sperry, a card allegedly sent by Jones to
Bruce Cronin, whose son is married to Jones's daugh-
ter. The card was admitted into evidence through
Cronin, who testified that while he was not familiar
with Jones's signature, he knew the card was sent by
Jones based on its content.

Appellant contends that the district court erred in
admitting the card because Cronin, a lay witness, was
not familiar with her signature. She also asserts that
Sperry's expert testimony was inadmissible under
Daubert v. Merrell Dow Pharm., Inc509 U.S. 579,
113 S.Ct. 2786, 125 L.Ed.2d 469 (199B¢cause it
was not sufficiently reliable. In addition to appealing
her convictions on the various charges, appellant con-
tends that the district caumiscalculated her criminal
history score under the United States Sentencing
Guidelines by counting as prior “sentence of impri-
sonment” a sentence shensa in home detention
pursuant to Tennessee's Community Alternatives to
Prison Program (“CAPP”). We first address the dis-
trict court's evidentiary rulings.

Il. AUTHENTICATION THROUGH LAY WIT-
NESS TESTIMONY
[1][2] Appellant asserts that the district court
erred by allowing into evidence the card allegedly
written by Jones to Cronin because it had not been
properly authenticated. According to her, because

© 2011 Thomson Reuters. No Claim to Orig. US Gov. Works.
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Cronin was a non-expert who was unfamiliar with
Jones's handwriting, he could not testify regarding
the genuineness of the card. Whether a document has
been properly authenticatézla preliminary determi-
nation to be made by the district couseeUnited
States v. Carriger592 F.2d 312, 316 (6th Cir.1979)
Fed.R.Evid. 901(a)advisory committee's note. In
reviewing a ruling by the district court regarding the
authenticity of a document, we will affirm that ruling
*4 unless the district court abused its discretion.
United States v. Maldonado—Riverd22 F.2d 934,
957 (2d Cir.199Q)cert. denied}1150501 U.S. 1211,
111 S.Ct. 2811, 115 L.Ed.2d 984 (1994&nd cert.
denied,501 U.S. 1233, 111 S.Ct. 2858, 115 L.Ed.2d
1025, 1026 (1991)

[3]1[4] Under Federal Rule of Evidence 901(a)
“[tlhe requirement of auimtication or identification
as a condition precedent toradsibility is satisfied
by evidence sufficient to support a finding that the
matter in question is what its proponent clainfuile
901(b)in turn lists the following examples of authen-
tication or identification conforming with the re-
guirements of this rule:

(2) Nonexpert opinion on handwriting. Non-
expert opinion as to the genuineness of handwrit-
ing, based upon familiarity not acquired for pur-
poses of the litigation.

(4) Distinctive characteristics and the like.
Appearance, contents, substance, internal patterns,
or other distinctive characteristics, taken in con-
junction with circumstances.

It is clear thaRule 901(b)(2)does not apply, be-
cause Cronin himself admitted that he was not famil-
iar with Jones's handwriting. J.A. at 162. Appellee
argues, however, and we are convinced, Rale
901(b)(4)applies. “[A] document ... may be shown to
have emanated from a particular person by virtue of
its disclosing knowledge of facts known peculiarly to
him....” Fed.R.Evid. 901(b)(4pndvisory committee's
note. In Maldonado—Rivera,the Second Circuit
stated:

In accordance witRRule 901(b)(4)“the contents of

a writing may be used to aid in determining the
identity of the declarant,United States v. Wilson,
532 F.2d 641, 644 (8th Cirgert. denied429 U.S.

846, 97 S.Ct. 128, 50 L.Ed.2d 117 (19786) for
example, the writing “deal[s] with a matter suffi-
ciently obscure or particularly within the know-
ledge of the person$ corresponding so that the
contents of the [writing] were not a matter of
common knowledge[.]” 5 J. Weinstein & M. Berg-
er, Weinstein's Evidencd] 901(b)(4)[01], at 901—
49 (1990).

922 F.2d at 957See alsdJnited States v. New-
ton, 891 F.2d 944, 947 (1st Cir.198%oncluding
that a document which contained statements “from
which it could be inferred that [the defendant] au-
thored the document” wasqperly authenticated). In
the present case, Cronin expressed the opinion that
the card was written by Jones because the card was
signed “Kathie Jones” and because the card contained
references to Cronin's daughter-in-law and grand-
daughter that no one else could have written. J.A. at
160-61. In light of this testimony, we conclude that
the district court did not abuse its discretion by find-
ing that the card allegedly written by Jones to Cronin
met the authentication requirementgRinle 901™*

EN1. The decision by the district court to
admit this evidence did not, of course, pre-
vent appellant from challenging its genuine-
ness before the jurySee 5 JACK B.
WEINSTEIN ET AL., WEINSTEIN'S
EVIDENCE 1 901(a) [01], at 901-19 (1996)
(“The [authentication] rule requires only that
the court admit evidencié sufficient proof
has been introduced so that a reasonable ju-
ror could find in favor of authenticity or
identification. The rest is up to the jury.”)
(footnotes omitted).

[ll. ADMISSIBILITY OF EXPERT TESTIMO-
NY
A. Standard of Review

Appellant contends the district court erred by al-
lowing into evidence testimony from the govern-
ment's expert witness, Grant Sperry, a forensic doc-
ument analyst. She argu#sat because handwriting
analysis has never been valied as credible scientif-
ic or technical knowledge, édistrict court abused its
discretion in determining that the evidence was suffi-
ciently reliable. In particalr, she states, “[c]learly
Mr. Sperry is not an ‘expert’ in handwriting analysis,
and this type of ‘analysis' is not-@ credible scientif-
ic or technical knowledge.” Appellant's Br. at 21.

© 2011 Thomson Reuters. No Claim to Orig. US Gov. Works.
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Federal Rule of Evidence 7Q#ovides the re-
guirements for admissibility of expert testimony:

If scientific, technical, or other specialized
knowledge will assist the trier of fact to understand
the evidence or to deterndira fact in issue, a wit-
ness qualified as an expert by knowledge, skill, ex-
perience, training, or education, may testify thereto
in the form of an opinion or otherwise.

This circuit has traditionally reviewed a district
court's ruling regarding the admissibitiyi51 of
expert testimony unddRule 702for abuse of discre-
tion. See,e.g.,American & Foreign Ins. Co. v. Gen-
eral Elec. Co.45 F.3d 135, 137, 139 (6th Cir.1995)
United States v. Bondsl2 F.3d 540, 554 (6th
Cir.1993) United States v. Montgomer980 F.2d
388, 391 (6th Cir.1992nited States v. Pearc@12
F.2d 159, 163 (6th Cir.1990%ert. denied498 U.S.
1093, 111 S.Ct. 978, 112 L.Ed.2d 1063 (1991)
McGowan v. Coopeindus., Inc.,863 F.2d 1266,
1271 (6th Cir.1988) Hanson v. Parkside Surgery
Ctr., 872 F.2d 745, 750 (6th Cirgert. denied493
U.S. 944, 110 S.Ct. 349, 107 L.Ed.2d 337 (1989)
Mannino v. International Mfg. Co0.650 F.2d 846,
849 (6th Cir.1981)see alsoSalem v. United States
Lines Co.,370 U.S. 31, 35, 82 S.Ct. 1119, 1122, 8
L.Ed.2d 313 (1962)(“[T]he trial judge has broad
discretion in the matter of the admission or exclusion
of expert evidence, and his action is to be sustained
unless manifestly erroneous.”). Both parties in this
case assumed that the adad-discretion standard
applied.

In Cook v. American S.S. C&3 F.3d 733, 738
(6th Cir.1995) however, the court stated that this
traditional standard was “an oversimplification” and
“often incorrect.” It continued:

Appellate review of trial court rulings on the
admissibility of expert opinion testimony under
Fed.R.Evid. 702depending on the assignment of
error, may involve as many as three separate stan-
dards of review. The triatourt's preliminary fact-
finding under*7 Rule 104(a) is reviewed for clear
error. These facts inclugéut are not limited to,
whether the witness's “knowledge, skill, expe-
rience, training, or educationfFed.R.Evid. 702
are such as to qualify him or her to testify as an ex-
pert at all, and it may include a determination of

the tests or experiments that the proffered expert
conducted, if any. Thecourt's determination
whether the opinion the expert wishes to offer is
properly the subject of “scientific, technical, or
other specialized knowledge” is a question of law
we review de novo. An example of that sort of le-
gal determination by the trial court is detailed in
the Supreme Court's opinion Daubert,509 U.S.
579, 113 S.Ct. 2786, 125 L.Ed.2d 469which the
Court explained that part of a trial court's “gate-
keeping” function underule 702when, for exam-
ple, scientific opinion testimony is offered, is the
determination whether “the reasoning or methodol-
ogy underlying the testimony is scientifically va-
lid.” Id. at 592-93113 S.Ct. at 2796A compara-
ble duty is imposed upon the trial court when the
subject of the proposed opinion testimony is not
“scientific” knowledge, but “technical, or other
specialized knowledge.” Finally, the trial court's
determination whether the proffered expert opinion
“will assist the trier of fact to understand the evi-
dence or to determine a fact in issuegd.R.Evid.
702 is a relevancy determination and therefore one
we review for abuse of discretion.

Id.

Aside from the merits of this novel three-part
standard of review, we have serious concerns that the
court inCook created a conflict in this circuit on the
proper standard for appellate review of district court
decisions regarding the admissibility of expert testi-
mony underRule 702" |t is *8 unclear to us on
what the court infCook based its conclusion that we
are to apply a three-partastdard of review, because
the court cited no authority for this standard. Indeed,
we have found no cases in other circuits or cases
prior to Cook in this circuit that relied on such an
approach. It appears to tat the abusef-discretion
standard, which had been continually employed in
this circuit prior toCook, should have been binding
on the court inCook.SeeUnited States v. Edg&89
F.2d 871, 876 (6th Cir.1993f[A] panel [of the
*1152 Sixth Circuit] cannot overrule another panel's
published decision on thersa issue....”). However,
to the extent that the court ook was correct that
the abuse-of-discretion st@dard is “incomplete” and
“often incorrect” then these cases potentially can be
reconciled. We now attempt that task.

FEN2. The author of this opinion must con-

© 2011 Thomson Reuters. No Claim to Orig. US Gov. Works.
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fess that, without noting the conflicting
precedent, she cited ti@ookstandard of re-
view in a recent cas&eeUnited States v.
Thomas,74 F.3d 676, 681-82 (6th Cir.)
(Moore, J.)cert. denied517 U.S. 1162, 116
S.Ct. 1558, 134 L.Ed.2d 659 (1996)hat
case, however, only dealt with whether the
expert testimony at issuassisted the trier of
fact, a determination involving the tradition-
al abuse-of-discretion standard, even under
Cook's testld. at 682.We have also found
two other published opinions citing tmok
standardSeeSmelser v. Norfolk S. RY.05
F.3d 299, 302 (6th Cir.1997CMI-Trading,
Inc. v. Quantum Air, Inc98 F.3d 887, 890

(6th Cir.1996)

Our most serious concern wit@ook is the
court's statement, without citation, that de novo re-
view applies to a “[district] court's determination
whether the opinion the expert wishes to offer is
properly the subject of ‘sentific, technical, or other
specialized knowledge[.]’ 533 F.3d at 738While the
court does provide an example fraaubert of this
type of legal determination, there is, unfortunately,
nothing inDaubertindicating that the Supreme Court
was changing or articulating the standard of review,
much less that it was clasdifig a district court's de-
terminations on whether proffered testimony is the
subject of “scientific, technal, or other specialized
knowledge” as a “legatlietermination.” InDaubert,
the Court explicitly stated, “the trial judge must de-
termine at the outset, pursuant to Rule 104(a), wheth-
er the expert is proposing testify to (1) scientific
knowledge that (2) wilk9 assist the trier of fact to
understand or determine a fact in issiE9 U.S. at
592, 113 S.Ct. at 279@ootnote omitted). Under the
Cook court's own reasoning, becau3aubert shows
that the determination whether proffered expert tes-
timony consists of “scientific knowledge” is a prelim-
inary determination made by the district court under
Rule 104(af*® it should be given deference, not de
NoOVOo review.

FN3. Rule 104(a) provides:

(a) Questions of admissibility generally.

Preliminary questions concerning the qua-
lification of a person to be a witness, the
existence of a privilege, or the admissibili-
ty of evidence shall be determined by the

court, subject to the provisions of subdivi-
sion (b). In making its determination it is
not bound by the ruteof evidence except
those with respect to privileges.

Fed.R.Evid. 104(a)

The de novo standard articulatedGnokis also
guestionable in light cAmerican & Foreign Ins. Co.
v. General Elec. Co45 F.3d 135 (6th Cir.1995and
United States v. Bond42 F.3d 540 (6th Cir.1993)
In American & Foreign Ins. Cogdecided two years
after Daubertand just three months befo@®ok,the
court, similar to theCook court, analyzedaubert's
impact on the reliability of expert testimony under
Rule 702 Unlike Cook,however, the court iAmeri-
can & Foreign Ins. Coarticulated the standard of
review of a district court's decision to admit or ex-
clude expert testimony undBule 702as follows: “A
trial court ‘has broad discretion in the matter of the
admission or exclusion of expert evidence, and [the
court's] action is to be sustained unless manifestly
erroneous.” "Id. at 137 (quotingSalem v. United
States Lines Co0.370 U.S. 31, 35, 82 S.Ct. 1119,
1122, 8 L.Ed.2d 313 (196pjalteration inAmerican
& Foreign Ins. Ca). In Bonds,a case involving the
reliability of DNA evidence undeRule 702 the de-
fendant-appellant asked the court of appeals to con-
sider a report by the National Research Committee of
the National Academy of Sciences that questioned
the FBI's method of declarinfl0 DNA matches.
The report was issued almost two years after the ad-
missibility hearing before the magistrate judge and
was not considered at the trial level. The court re-
fused to consider the report for purposes of the ap-
peal:

[1]f we were to look at new scientific data available
to us but not available to the district court that
made the admissibility determination, we would
not be confining ourselves teviewingthe district
court's admissibility ruling, but would be making a
de novodetermination based on post-conviction
developments or articles. This is not the function of
an appellate court.

Id. at 553 (emphasis in original). The court then
stated that the district od's decision to admit the
DNA evidence undeRule 702is reviewed for abuse
of discretion.ld. at 554. Finding no abuse, the court
concluded that the DNA evidence was properly ad-
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mitted undeRule 702 Id. at 566.

Most of our sister circuits also have applied the
traditional abuse-of-discretion review in post-
Daubert cases involvindRule 702 See*1153Lust v.
Merrell Dow Pharm., Inc.89 F.3d 594, 597-98 (9th
Cir.1996)(stating that the district court did not abuse
its discretion in concluding that, undBaubert, the
methodology underlying the proffered expert wit-
ness's testimony was not scientifitf; McCullock v.
H.B. Fuller Co.,61 F.3d 1038, 1042 (2d Cir.1995)
(“The decision to admit expert testimony is left to the
broad discretion of the trial judge and will be over-
turned only when mafastly erroneous.”)Govern-
ment of Virgin Islands v. Saneés F.3d 338, 341 (3d
Cir.1995) (“Whether to allow scientific or technical
expert testimony ... is within the discretion of the
district court*11 and is reviewed only for abuse.”);
Benedi v. McNeil-P.P.C., Inc66 F.3d 1378, 1384
(4th Cir.1995) (“Daubert clearly vests the district
courts with discretion to determine the admissibility
of expert testimony.”);Pedraza v. Jones/{1 F.3d
194, 197 (5th Cir.1995)stating that “the district
court did not abuse its discretion” in concluding that
the proffered expert testimony did not sati&fgu-
bert 's reliability requirementsj™® ; Pestel v. Ver-
meer Mfg. Co.64 F.3d 382, 384-85 (8th Cir.1996)
“The [District] Court concluded that the testimony
was not scientifically valid and would not aid the jury
in its fact finding. We do not find that the District
Court abused its discretion in any of its analysis.”);
see alsoUnited States v. Hall93 F.3d 1337, 1342
(7th Cir.1996)(stating that, in reviewing determina-
tions regarding the admissibility of scientific evi-
dence, the court reviews de novo whether the district
court “properly followed” theDaubert framework,
and if the district court did so, its findings will only
be overturned if they were clearly erroneoud);1
STEVEN ALAN CHILDRESS & MARTHA S.
DAVIS, FEDERAL STANDARDS OF REVIEW, §
4.02, at n. 12 (2d ed. Supp.199@p&ubertis not the
clearest of opinions as to how the admissibility deci-
sion is made, but at least it is apparent that most of
the decisionmaking is located in the trial judge,
which is consistent with ... abuse of discretion re-
view.”); G. Michael FennefThe DaubertHandbook:
The Case, Its Essential Dilemma, and Its Prog&fy,
CREIGHTON L.REV. 939, 1028 (1996}‘[T]he
standard of review obaubert testing on appeal is
pretty clear. Though the was vary, the meaning is
the same: almost all of the cases say the standard is
broad or deferential, it is a clearly erroneous stan-

dard, it looks for manifest or clear abuse of discre-
tion.”); Gordon J. BeggsNovel Expert Evidence in
Federal Civil Rights Litigation45 AM.U.L.REV. 1,

37 (1995) (“A district court has wide discretion in
determining*12 whether to admit or exclude evi-
dence, particularly expert testimony. An appellate
court will generally accord wide latitude in the proper
exercise of discretion undBraubertand will reverse
its findings only if they are manifestly erroneous or
an abuse of discretion.”) (footnotes omitted).

FEN4. The Ninth Circuit's statements frust
are particularly interesting in light of the fact
that it employed a de novo standard in its in-
itial opinion inDauberton the issue whether
“a scientific technique ‘... is generally ac-
cepted as a reliable technique among the
scientific community.” "Daubert v. Merrell
Dow Pharm., Inc.951 F.2d 1128, 1129 (9th
Cir.1991) (citation omitted)rev'd, 509 U.S.
579, 113 S.Ct. 2786, 125 L.Ed.2d 469

(1993)

ENS5. In Dunagin v. City of Oxford718 F.2d
738, 748 n. 8 (5th Cir.1983yert. denied,
467 U.S. 1259, 104 S.Ct. 3553, 3554, 82
L.Ed.2d 855 (1984)the Fifth Circuit ap-
peared to endorse a more searching standard
of review with respect to the “truths” es-
poused by social scientists.

[5] To the extent the court i€ook was con-
cerned that application ofhe abusedfediscretion
standard is “often incorrect” because it renders it
more difficult for an appellate court to review legal
determinations made by district courts during the
course of evidentiary heags, this concern is unwar-
ranted. If a district courincorrectly decides a legal
issue during the course af hearing on the admissi-
bility of expert testimony, then that court has abused
its discretion SeeKoon v. United State$18 U.S. 81,

, 116 S.Ct. 2035, 2047, 135 L.Ed.2d 392 (1996)
(“A district court by definition abuses its discretion
when it makes an error of law."Looter & Gell v.
Hartmarx Corp.,496 U.S. 384, 402, 110 S.Ct. 2447,
2459, 110 L.Ed.2d 359 (199@)An appellate court
would be justified in concluding that, in making [le-
gal] errors, the district court abused its discre-
tion.”*1154 ).FN¢

FENG. Incidentally, the Supreme Court's deci-
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sion in Koon, which adopted a unitary
abuse-of-discretion standard of review for
appeals from a districtourt's decision to
depart from the sentencing ranges in the
Sentencing Guideline§18 U.S. at
—, 116 S.Ct. at 2047-4&verruled the
three-tiered standard that we had applied in
cases such adnited States v. Fletchef,5
F.3d 553, 556 (6th Cir.1994%ee alsdCoo-

ter & Gell, 496 U.S. at 405, 110 S.Ct. at
2460 (rejecting a three-tiered standard of re-
view in Rule 11 sanctions cases in favor of a
unitary abuse-of-discretion standard).

Apart from the concerns we have regarding the
novel de novo standard articulateddook,the court
additionally complicated the analysis by creating
separate standards for rewing a district court's
determinations regarding the qualifications of a par-
ticular expert and whether the proffered testimony
would be helpful to the jury. The court stated that the
former were reviewed for “clear error” and the latter
for “abuse of discretion.Cook, 53 F.3d at 738In
light of statements from both the Supretii@ Court
and the Sixth Circuit, however, these two standards
appear to represent a difégice without a distinction.
SeeCooter & Gell, 496 U.S. at 401, 110 S.Ct. at
2458 (“When an appellate court reviews a district
court's factual findings, the abuse-of-discretion and
clearly erroneous standards are indistinguishable: A
court of appeals would be justified in concluding that
a district court had abused its discretion in making a
factual finding only if thefinding were clearly erro-
neous.”); American & Foreign Ins. Co45 F.3d at
139 (“[The] ‘district court abuses its discretion only
when it relies on clearly erroneous findings of fact or
when it improperly applies the law or uses an errone-
ous legal standard.” ") (quotingleischut v. Nixon
Detroit Diesel, Inc.859 F.2d 26, 30 (6th Cir.1988)

Although there is little precedential support for
Cook 's three-part standard, the de novo prong has
some intuitive appeal to it, at least when it is applied
in a limited way=™’ A de novo standard is particular-
ly appealing with respect to the validity of various
types of scientific evidenc&eeDavid L. Faigman et
al., Check Your Crystal Ball at the Courthouse Door,
Please: Exploring the Past, Understanding the
Present, and Worrying About the Future of Scientific
Evidence,15 CARDOZO L.REV. 1799, 1821 (1994)
(“Trial courts are no better situated [than appellate

courts] to assess the validity of scientific methods.
Such determinations do not, for instance, depend on
assessing the credibility of withesses or knowledge of
local conditions. Indeed, judicial assessment of valid-
ity might be better conducted through written briefs
rather than oral testimony.”). A de novo standard also
ensures that there aretromnflicting pronouncements

in a circuit regarding the validity of scientific me-
thods. But if a de novo standard is to be applied, the
distinction between general scientific principles and
how those principles are applied in a particular dis-
pute should be recognizeBee id.*14 (“Scientific
methods ordinarily operate at two fact levels of the
trial process. Scientific information both transcends
individual disputes and is specific to particular dis-
putes. The de novo standard should apply to scientific
information that transcends a particular dispute.”)
(footnotes omitted)see alsd&Edward J. Imwinkelried,
The ‘Bases' of Expert Testimony: The Syllogistic
Structure of Scientific Testimor§7 N.C. L. REV. 1,
1-8 (1988) (stating that while most expert scientific
testimony is presented in a syllogistic format, with
general scientific principles representing the expert
witness's major premise and facts to which those
principles are applied representing the minor premise,
most courts do not recognize the distinction).

EN7. Because of the lack of precedential
support for a de novo standard, we rely prin-
cipally on academic literature here to discuss
the merits of such a standard.

The de novo standard articulated@ook loses
some of its appeal whenetlexpert testimony at issue
is not scientific, but rather is based upon “technical,
or other specialized knowledge.” Because the general
reliability of non-scientific expert testimony does not
always neatly separate itself from whether the partic-
ular expert in the case ualified and whether the
testimony will be helpful to the trier of fact, applica-
tion of a de novo standard to this particular prong
could be*1155 difficult. Even though a subject mat-
ter in general might be a proper subject for expert
testimony (e.g., testimony from an economist regard-
ing the relevant market in an antitrust case), a layper-
son attempting to give expert testimony in this field,
in addition to being unqualified as an expert, would
not be rendering testimony based on “scientific, tech-
nical, or other specialize#nowledge”; nor would
this testimony “assist the trier of fact to understand

*15 the evidence or to detaine a fact in issue ™8
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That a non-scientific expert's experience anié
training bear a strong correlation to the reliability of
the expert's testimony is nicely illustrated by Profes-
sor Imwinkelried, who stated:

EN8. The facts inCook also illustrate the
difficulty in determining when to apply the
de novo and deferential standards of review
which that case offers. The plaintiff @ook,
who worked as a deckhd on a ship for the
defendant, was injured when one of the
ship's lines that was supporting him in the
air parted. He conteled that the line had
parted in its normal functioning, and thus
that the defendant's ship had been unseawor-
thy. The defendant employer countered that
the plaintiff had burned the line himself with
his torch. At trial, Michael Timmons, an ex-
pert in stress and failure testing, testified for
the defendant that the line had parted from a
“localized heat sourceB33 F.3d at 7390n
appeal, plaintiff contended that this testimo-
ny should not have been admitted. Although
the court concluded that the district court did
not clearly err in finding Timmons qualified
as an expert in stress and failure testing, the
court concluded, applying the de novo stan-
dard, that because Timmons failed to per-
form any tests on the line beyond merely vi-
sually analyzing it, his testimony was not
based upon “scientific, technical, or other
specialized knowledg and, therefore,
should have been excluddd. at 738-740.
Thus, the court did not base its holding on
general principles that transcended the par-
ticular dispute, i.e., that “line testing” is not
a field of expertise unddRule 702 Instead,

it focused on the fat¢hat Timmons only had
visually analyzed the p@cular line at issue,
and thus had engaged in wholly inadequate
testing of the line. But given the court's pro-
nouncement of the standard of review, it is
not entirely clear that the de novo standard
was appropriate. Under the first prong of
Cook's three-part standard, the trial court's
factfinding regarding “a determination of the
tests or experiments that the proffered expert
conducted, if any” are reviewed for “clear
error.”1d. at 738.

We wish to emphasize that we do not

question the ultimate result i€ook. It
certainly is a reasonable proposition that a
district court clearly errs or abuses its dis-
cretion when it allows into evidence, over
objection, wholly unreliable expert testi-
mony. Our concern is that the three
prongs neatly delineated i@ook 's pro-
nouncement of the atdard of review
cannot always be neatly separated in prac-
tice.

When Justice Blackmun addressed the epistemo-
logical question inDaubert and endeavored to
identify the process by which we come to know the
truth of scientific propositions, the answer was va-
lidation by the experimental technique of Newto-
nian science. Experiencetis nonscientific experts
as experimentation is to scientists. Perhaps more
than any other area of Eence law, nonscientific
expert testimony bears out Locke's position that
‘all our knowledge is founded in experience*17
Nonscientific experts are ‘experientially qualified.’
Their experience largely is their expertise.

Edward J. Imwinkelried,The Next Step After
Daubert: Developing a Similarly Epistemological
Approach to Ensuring the Reliability of Nonscien-
tific Expert Testimonyl5 CARDOZO L. REV.
2271, 2289 (1994) (citations and footnotes omitted)
(alteration in original). Although experience alone
does not ensure either reliability or admissibility, it
plays enough of a role in the reliability analysis in
the context of non-scientific experts to blur the dis-
tinctions between the three separate prongs in
Cook.

[6] In the end, we must apply some standard to
evaluate the district cots evidentiary decision in

this case. One possiblg@moach would be to con-

clude that a direct conflict betwedadook and the
prior precedent in this circuit exists and to follow the
prior precedentSeePfeiffer v. Marion Ctr. Area Sch.
Dist., 917 F.2d 779, 781 (3d Cir.199(8tating that,

because a panel is bound fyor panel precedent, to
the extent that a conflict exists, the earlier case will
control)™2 We decline to take this draconian meas-
ure, however, because it is simply unnecessary in
*1156 this case. Below we conclude that handwriting
analysis is a proper field of expertise ungete 702

and that Sperry's testimony in this case was otherwise
sufficiently reliable. Our conclusion with respect to
handwriting analysis constituting a field of expertise

© 2011 Thomson Reuters. No Claim to Orig. US Gov. Works.



Page 11

107 F.3d 1147, 65 USLW 2647, 46 Fed. R. Evid. Serv. 885, 1997 Fed.App. 0082P

(Cite as: 107 F.3d 1147)

is the same whether we apply de novo or abuse-of-
discretion review. In light othis fact, we leave to
future panels—perhaps those facing issues in which
application of one standard of review over another is
outcome determinative—the task of resolving the
precise contours dfl8 the de novo standard, if such

a standard exists. As for the reliability of Sperry's
case-specific testimony, weview appellant's chal-
lenges to the admission of this testimony under the
traditional abuse-of-discretion standard.

EN9. In Pfeiffer, the Third Circuit returned
to an abuse-of-discretion standard in its re-
view of evidentiary decisions undeederal
Rule of Evidence 4Q2A prior panel had
stated that such review was “plenary” even
though earlier panels in the Third Circuit
and most of the other circuits had employed
an abuse-of-discretion standagd.7 F.2d at
781

B. The DaubertDecision

In Daubert v. Merrell Dow Pharm., Inc509
U.S. 579, 113 S.Ct. 2786, 125 L.Ed.2d 469 (1993)
the Supreme Court clarified the admissibility re-
quirements for expert scientific testimony by holding
that Rule 702supersedebrye v. United State293
F. 1013, 1014 (D.C.Cir.1923which required that
expert scientific testimony had to be “generally ac-
cepted” to be admissibléccording to the Court, “a
rigid ‘general acceptance®equirement would be at
odds with the ‘liberal thrust’ of the Federal Rules and
their ‘general approach ofelaxing the traditional
barriers to ‘opinion’ testimony.' 509 U.S. at 588,
113 S.Ct. at 2794citation omitted). Even with the
relaxed standard iRule 702governing expert scien-
tific testimony, however, the Court stated that the
trial judge would still serve an important gatekeeping
role: “[U]nder the Rules the trial judge must ensure
that any and all scientific testimony or evidence ad-
mitted is not only relevant, but reliabldd. at 589,
113 S.Ct. at 2794The Court then suggested a “flexi-
ble” list of factors for a district court to consider
when presented with scientific testimony to deter-
mine whether the reliability component has been met:
(1) “whether a theory or ¢dnique ... can be (and has
been) tested”; (2) “whetheahe theory or technique
has been subjected to peer review and publication”;
(3) “the known or potential rate of error”; and (4)
“general acceptance.ld. at 593-94, 113 S.Ct. at
2796-97.While the Court statethat its discussion

was “limited to the scientific context,” as opposed to
“technical, or other specialized knowledged:. at
590 n. 8, 113 S.Ct. at 2795 n.tBe dissent suggested
that the Court left open this questidd. at 600, 113
S.Ct. at 280Rehnquist, C.J., concurring in part and
dissenting in part).

[7] In analyzingDaubert, we have stated that
“although Daubert dealt with scientific experts, its
language relative to the ‘gatekeeper’ function of fed-
eral judges is applicablel9 to all expert testimony
offered undeRule 702 " United States v. Thomas,
74 F.3d 676, 681 (6th Cir.xert. denied517 U.S.
1162, 116 S.Ct. 1558, 134 L.Ed.2d 659 (19@fjot-
ing Berry v. City of Detroit25 F.3d 1342, 1350 (6th
Cir.1994) cert. denied,513 U.S. 1111, 115 S.Ct.
902, 130 L.Ed.2d 786 (1995)It is thus clear that a
district court has the duty tecide not only whether
evidence is relevant but also whether it is reliable.
See id.But this conclusion does not come from the
Daubertopinion itself; rather, it comes from the Fed-
eral Rules of Evidence:

That these requirements [of relevance and relia-
bility] are embodied irRule 702is not surprising.
Unlike an ordinary witness, see Rule 701, an expert
is permitted wide latitude to offer opinions, includ-
ing those that are not based on first-hand know-
ledge or observation. Séaules 702and703 Pre-
sumably, this relaxation of the usual requirement of
firsthand knowledge—a rule which represents “a
‘most pervasive manifestation’ of the common law
insistence upon ‘the most reliable sources of in-
formation,” " Advisory Committee's Notes dred.
Rule Evid. 602, 28 U.S.C.App., p. 796itation
omitted)—is premised on an assumption that the
expert's opinion will have a reliable basis in the
knowledge and experience of his discipline.

Daubert, 509 U.S. at 592, 113 S.Ct. at 2796.
With the gatekeeping requirements imposed on dis-
trict courts and the discussion aubert regarding
scientific evidence in mind, we now addr&msubert
's application to the present dispute.

*1157 C. Handwriting Analysis as Scientific Evi-
dence
Appellant first argues that this case falls squarely
within Daubert 's framework because handwriting
analysis is purportedly “scientific” testimony. Even
with this argument, however, appellant herself admits
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that “handwriting analysis was never scrutinized un-
derDaubert's predecessoFrye v. United States..”
Appellant's Br. at 18. She is, therefore, arguing that
even though expert handwriting analysis was never
considered a matter of scientific knowledge by any of
the courts applying thErye test over a seventy-year
period, we*18 should treat it as such now and con-
clude that it fails theDaubert reliability require-
ments. We decline her invitation to do so.

In Daubert, the court stated: “The adjective
‘scientific’ implies a grounding in the methods and
procedures of science...[Science] represents a
processfor proposing and refining theoretical expla-
nations about the world thatre subject to further
testing and refinement.’ 309 U.S. at 590, 113 S.Ct.
at 2795(citation omitted) (emphasis in original). The
court continued: “ ‘Scientific methodology today is
based on generating hypotheses and testing them to
see if they can be falsified; indeed, this methodology
is what distinguishes science from other fields of
human inquiry.” ... ‘[T]he statements constituting a
scientific explanation must be capable of empirical
test.’ " Id. at 593, 113 S.Ct. at 2796itations omit-
ted). We are quite convinced that handwriting ex-
aminers do not concentrate on “proposing and refin-
ing theoretical explanations about the worl®au-
bert, 509 U.S. at 590, 113 S.Ct. at 279t instead
use their knowledge and experience to answer the
extremely practical question of whether a signature is
genuine or forgedSeeUnited States v. Starzecpyzel,
880 F.Supp. 1027, 1041 (S.D.N.Y.1998)Wihile
scientific principles may relate to aspects of
handwriting analysis, they have little or nothing to do
with the day-to-day tasks performed by [forensic
document examiners].”) (emphasis in original).

Moreover, academicians and forensic document
examiners alike have recogad the lack of empirical
evidence in the field of handwriting analysiSee,
e.g.,2 PAUL C. GIANNELLI & EDWARD J. IM-
WINKELRIED, SCIENTIFIC EVIDENCE 8§ 21-
2(B), at 152 (2d ed. 1993) (“[T]he [document] ex-
aminer cannot quantify the probability of a match
with any degree of precision. Determining a probabil-
ity would require data as to the frequency with which
stylistic details recur. That data is currently unavaila-
ble.”); Paul C. GiannelliThe Admissibility of Labor-
atory Reports in Criminal Trials: The Reliability of
Scientific Proof,49 OHIO ST. L.J. 671, 69h.166
(1988) (“[l]dentification evidence is based either on

‘the general*21 experience of the criminalists or
more exacting statistical wsties.” Fingerprint, fire-
arms identification, and handwriting comparisons fall
into the former category. Bause they are not statis-
tically-based, they ‘areatessarily somewhat subjec-
tive ...." ") (citations omitted); Mosh Kam et aPyo-
ficiency of Professional Document Examiners in
Writer Identification,39 JOURNAL OF FORENSIC
SCI. 5, 7 (1994) (stating that there is a “lamentable
lack of empirical evidere” about forensic document
analysis); Roy A. Huber & A.M. Headricket's Do

It By Numbers46 FORENSIC SCI. INT'L 209, 213
(1990) (“We are ... compelled to recognize the as-
signment of numbers to represent facts as a necessary
ingredient of most, if not Bldisciplines of science....
Until we [assign numbers in our analysis of handwrit-
ing] we must accept the fafthat] this area of our
work does not meet the criteria for sciencesge
also Bryan Found and Doug RogefSpontemporary
Issues in Forensic Handwriting Examination. A Dis-
cussion of Key Issues in the Wake ofSterzecpyzel
Decision, 8 JOURNAL OF FORENSIC DOCU-
MENT EXAMINATION 1, 26 (1995) (“That the
expertise of document examrs is properly charac-
terized as ‘practical in character’ rather than scientif-
ic, we do not consider tbe inaccurate or inappro-
priate.”) (citation omitted). We will thus analyze ap-
pellant's objections to the expert handwriting analysis
in this case under the “technical, or other specialized
knowledge” component dRule 702 ¥ This con-
clusion, however, doe$1158 not answer*22 the
guestion whethebaubert extends beyond scientific
knowledge.

FN10. In deciding that handwriting analysis
does not rest on “sciéfic” knowledge, we

do not decide whether other tasks performed
by forensic document examiners, such as the
analysis of ink, ribbon, dye, or pencil lead;
the determination of thage of a document;
or the analysis of water-soaked documents
are based on scientific knowledggee gen-
erally 2 PAUL C. GIANNELLI & ED-
WARD J. IMWINKELRIED, SCIENTIFIC
EVIDENCE 21-3 to 21-6 (2d ed.1993)
(discussing the numerous tasks performed
by forensic document examiners).

D. Daubert's Application to Non—Scientific Expert
Testimony
Appellant argues that the factors outlined in
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Daubert dealing with the admissibility of scientific
evidence apply equally hereven though handwrit-
ing analysis, at least at the present time, is not a
scientific field. She is thus asking us not only to rely
on the “gatekeeping” discussion Daubertbut also

to apply the othebaubertprinciples to “technical, or
other specialized knowledge” as well. Berry v.
City of Detroit,we stated:

The distinction between scientific and non-
scientific expert testimony is a critical one. By way
of illustration, if one wanted to explain to a jury
how a bumblebee is able to fly, an aeronautical en-
gineer might be a helpful witness. Since flight
principles have some universality, the expert could
apply general principles to the case of the bumble-
bee. Conceivably, even if he had never seen a
bumblebee, he still would be qualified to testify, as
long as he was familiar with its component parts.

On the other hand, if one wanted to prove that
bumblebees always take off into the wind, a bee-
keeper with no scientific training at all would be an
acceptable expert witnesk a proper foundation
were laid for his conclusions. The foundation
would not relate to his formal training, but to his
firsthand observations. In other words, the beekee-
per does not know any more about flight principles
than the jurors, but he has seen a lot more bumble-
bees than they have.

25 F.3d 1342, 1349-50 (6th Cir.1994d#rt. de-
nied,513 U.S. 1111, 115 S.Ct. 902, 130 L.Ed.2d 786
(1995) (emphasis in original).

As we implicitly recognized irBerry, Daubert
does not create a new framework for analyzing prof-
fered expert testimony based upon “technical, or oth-
er specialized23 knowledge.” Daubert provides a
“flexible” framework to aiddistrict courts in deter-
mining whether expert scientific testimony is reliable.
If that framework were to be extended to outside the
scientific realm, many types of relevant and reliable
expert testimony—that derived substantially from
practical experience—would be excluded. Such a
result truly would turnDaubert, a case intended to
relax the admissibility requirements for expert scien-
tific evidence, on its head. Many of our sister circuits
have given a similar reading aubert. SedJnited
States v. 14.38 Acres of Land, More or Less Situated
in Leflore County, MississippB0 F.3d 1074, 1078

(5th_Cir.1996) (stating that, aside from overruling
Frye and articulating the standards for determining
the reliability of scientific expert evidencBaubert
“did not otherwise work a sea change over federal
evidence law”);United States v. Sinclairf4 F.3d
753, 757 (7th Cir.1996( “Daubertdoes not create a
special analysis for answering questions about the
admissibility of all expert testimony. Instead, it pro-
vides a method for evaluating the reliability of wit-
nesses who claim scientific expertise.Tgcobelli
Constr., Inc. v. County of Monrod2 F.3d 19, 25 (2d
Cir.1994)( “[The district court's] reliance dbdaubert
was misplacedDaubert sought to clarify the stan-
dard for evaluating ‘scientific knowledge’ for pur-
poses of admission undéed.R.Evid. 702); see
also Edward J. Imwinkelried,The Next Step After
Daubert; Developing a Similarly Epistemological
Approach to Ensuring the Reliability of Nonscientific
Expert Testimonyl5 CARDOZO L. REV. 2271,
2283 (1994) (“Neither the essential test enunciated in
Daubert,nor the factors listed by the Court are appli-
cable to nonscientific opinion. ThBaubert test is
grounded in the scientific process and directs the
judge to evaluate the quality of the testing supporting
the scientific conclusion.”) (footnotes omitted).
Without relying onDaubert,we now address whether
handwriting analysis constitutes “technical, or other
specialized knowledge” under the Federal Rules of
Evidence and whether the exp&ttl59 handwriting
analysis offered in this case was sufficiently reliable.

*24 E. Handwriting Analysis as Non—Scientific
Expert Testimony

Appellant's first—and principal—argument is
that expert handwriting analysis is not a field of ex-
pertise undeRule 702 She is, therefore, asking us to
do what no other court that we have found has
done—hold that expert handwriting analysis is inad-
missible under the FederRules of Evidence. The
district court overruled appellant's motion in limine
on this issue. J.A. at 79-80. While few courts have
directly confronted tb issue whether expert
handwriting analysis is inadmissible under the Rules
(perhaps because there have been few frontal assaults
to this type of testimony as a whole), the courts that
have considered the issue have recognized handwrit-
ing analysis as a field of expertiseeeUnited States
v. Velasquez64 F.3d 844, 851 (3d Cir.199%)We
agree with the district court that [the] proposed testi-
mony [with respect to handwriting analysis] con-
cerned ‘scientific, techoal or other specialized
knowledge’ and was sufficiently reliable to be ad-
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missible.”); United States v. Starzecpyze880
F.Supp. 1027, 1047 (S.D.N.Y.199%)The Court
therefore finds sufficient indicia of reliability to sus-
tain the admissibility of [forensic document examin-
er] expertise as nonscientific expert testimony.”);
Greenberg Gallery, Inc. v. BaumaBil7 F.Supp. 167,
172 n. 5 (D.D.C.1993)"It can be judicially noted
that handwriting, like fingerprints, are subject to es-
tablished objective tests, expert opinions about which
are admissible.”),aff'd, No. 93-7068, 1994 WL
525814 (D.C.Cir. Sept.21, 1994%f. 2 PAUL C.
GIANNELLI & EDWARD J. IMWINKELRIED,
SCIENTIFIC EVIDENCE 8§ 21-2(B), at 150 (2d ed.
1993) (“A single handwriting specimen may contain
between 500 and 1,000 details, and most of the de-
tails are inconspicuous the untrained eye.”) (foot-
note omitted).

In addition, the Federal Rules of Evidence them-
selves suggest that handwriting analysis is a field of
expertise. Although the text dRule 702does not
mention any specific fields of expertise, the advisory
committee notes t&25 that Rule indicate that a wide
array of expert testimony is contemplated by the
Rule:

The rule is broadly phrased. The fields of know-
ledge which may be drawn upon are not limited
merely to the “scientific’ and “technical” but ex-
tend to all “specialized” kowledge. Similarly, the
expert is viewed, not in a narrow sense, but as a
person qualified by “knowledge, skill, experience,
training, or education.” Thus within the scope of
the rule are not only experts in the strictest sense of
the word, e.g., physicianghysicists, and archi-
tects, but also the lagggroup sometimes called
“skilled” witnesses, suchs bankers or landowners
testifying to land values.

Fed.R.Evid. 702advisory committee's note. As
the discussion below indicates, Sperry's expertise is
largely a product of his “knowledge, skill, expe-
rience, training, [and] education.” Moreové&gderal
Rule of Evidence 901(b)(rovides for authentica-
tion of a document by Homparison by ... expert
witnesses with specimens which have been authenti-
cated.”™* Although authentication undé&ule 901
does not ensure admissibilitysee 5 JACK B.
WEINSTEIN ET AL., WEINSTEIN'S EVIDENCE 1
901(a)[02], at 901-28 (1996) ( “A document is not

admissible simply because it has been authenticated.

For example, if offered to prove the truth of asser-
tions made in it, the document will need to meet
hearsay requirements.”) (footnote omitted), if we
were to hold that handwriting analysis is not a field
of expertise under the Federal Rules of Evidence,
there would be no place for expert witnesses to com-
pare writing on one document with that on another in
order to authenticate a document. In other wo2is,
appellant's suggested approach would rerigele
901(b)(3)meaningless. We refuse to adopt that inter-
pretive approactSeeLake Cumberland Trust, Inc. v.
U.S. EPA, 954 F.2d 1218, 1222 (6th Cir.1992)
(“[W]e must*1160 interpret statutes as a whole, giv-
ing effect to each wordnd making every effort not

to interpret a provision in a manner that renders other
provisions of the same statute inconsistent, meaning-
less or superfluous.”). In short, expert handwriting
analysis is a field of expertise under the Federal
Rules of Evidencé®2 This decision, however, does
not guarantee the reliability or admissibility of this
type of testimony in a particular case. Because this is
non-scientific expert testimony, its reliability largely
depends on the facts of each case.

FEN11.It is also interesting to note a seldom
cited federal statute dealing with the admis-
sibility of handwriting testimony28 U.S.C.

8§ 1731 provides: “The admitted or proved
handwriting of any person shall be admissi-
ble, for purposes of comparison, to deter-
mine genuineness of other handwriting attri-
buted to such person.” The approach taken
by § 1731is similar to that taken biyederal
Rule of Evidence 901(b)(3peeFed.R.Evid.
901(b)(3)advisory committee's note.

EN12. As previously mentioned, the district
court's ruling on this issue can be affirmed
under either the de novo or abuse of discre-
tion standard.

The facts in this case provide an ideal illustration
as to why an expert's qualifications and the reliability
of his testimony do not always separate into a clear
dichotomy. Sperry is employed by the United States
Postal Inspection Service Forensic Laboratory in
Memphis as a forensic document analyst. To train for
his job, he completed a bayear in-residence course
in questioned documents with the United States Ar-
my Criminal Investigation Laboratory, completed
both the FBI and U.S. Secret Service courses in ques-

© 2011 Thomson Reuters. No Claim to Orig. US Gov. Works.



Page 15

107 F.3d 1147, 65 USLW 2647, 46 Fed. R. Evid. Serv. 885, 1997 Fed.App. 0082P

(Cite as: 107 F.3d 1147)

tioned documents, and received additional training at
the CIA training laboratory, the Bureau of Printing
and Engraving, the Rochester Institute of Technolo-
gy, the Royal Canadian Mounted Police Laboratory,
the Georgia Bureau of Investigation Laboratory, and
the Immigration and Naturalization Service head-
quarters. Trial Tr. at 121-22. His primary job respon-
sibilities consist of “the examination and comparison
of questioned handwriting and known handwriting
and machine produced docum for the purpose of
identifying or eliminating a particular person or ma-
chine as the source of thguestion or productl,]
whether it be writing or machine product entries.”
J.A. at*27 153. He estimated that, throughout his
employment, he had conducted “well over a million
comparative examinationsJ.A. at 154. In addition,

he has published numerous articles in the field and
testified approximately 240 times in various courts.
J.A. at 155. To put it bluntly, the federal government
pays him to analyze documents, the precise task he
was called upon to do in the district coBeelm-
winkelried, 15 CARDOZO L.REV. at 229293 (stat-
ing that the reliability of non-scientific expert testi-
mony increases with the more experiences an expert
has had and the similarity of those experiences to the
expert's testimony). Indeed, handwriting examiners
themselves have recognized the importance of expe-
rience:

As with any opinion expressed on the outcome
of human movements, there is a fundamental re-
quirement to be familiar with the normal range and
variation of movement outcomes in the population
from which routine examination material is drawn.
For handwriting examiners, this experience comes
mainly from the exposure we have to handwriting
throughout the course of our life, the majority of
which normally would occur before specializing in
forensic handwriting examination. Forensic train-
ing serves to focus our ppach to the comparison
process according to the method. It should not be
seen to be isolated from the real basis on which our
opinions are formed which is a general exposure to
the population of writing images, coupled with a
knowledge of the limitations of the technique and
the relationship between neural representations, ar-
tifacts of movement, complexity of images, and
what can reasonably be said regarding authorship
of entries based on these elements.

Found & Rogers, 8 JOURNAL OF FORENSIC

DOCUMENT EXAMINATION at 26.

[8] As for Sperry's specific testimony in this
case, he outlined the procedure that he uses when
comparing a questioned signee with a known one.
J.A. at 141-142. He then focused on enlargements of
the signatures at issti@8 in this case and described
to the jury, in some detail, how he reached his ulti-
mate conclusions. Trial Tr. at 147-160. His testimo-
ny enabled the jury to observe firsthand the parts of
the various signatures on which he focusekStar-
zecpyzel,880 F.Supp. at 1044" ‘[T]he ability of
jurors to perform the crucial visual comparisons re-
lied upon by handwriting experts cuts against the
danger*1161 of undue prejudicérom the mystique
attached to “experts” ' ") (citation omitted).

Given Sperry's various training experiences, his
job responsibilities, his years of practical experience,
and the detailed nature of his testimony in this case,
we hold that the district court did not abuse its discre-
tion by admitting his testimony. But we wish to em-
phasize that just because the threshold for admissibil-
ity underRule 702has been crossed, a party is not
prevented from challenging the reliability of the ad-
mitted evidenceSeeDaubert, 509 U.S. at 596, 113
S.Ct. at 279§"Vigorous cross-examination, presen-
tation of contrary evidence, and careful instruction on
the burden of proof areeftraditional and appropriate
means of attacking shaky tadmissible evidence.”);
United States v. Velasque@4 F.3d 844, 852 (3d
Cir.1995) (concluding that the dirict court erred by
refusing to allow defendant's expert document ex-
aminer to testify in response to the government's
document examiner). In this case, however, appellant
does not contend that the district court prevented her
from challenging the reliability of Sperry's testimony.
Simply put, no abuse of discretion occurred.

IV. JONES'S CRIMINAL HISTORY CATEGO-
RY UNDER U.S.S.G. § 4A1.1

[9] Jones argues that the district court erred by
enhancing her sentence based on a prior sentence that
she served in the Community Alternatives to Prison
Program (“CAPP”), a program under Tennessee law
that allowed Jones to receive home detention in lieu
of prison time. The district court assigned three crim-
inal history points for this sentence pursuant to
U.S.S.G. 8 4Al.1(a)because, in the district court's
view, her time spent in home detentiti®® consti-
tuted a sentence of imprisonment. J.A. at 172-73.
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Because Jones received a total of thirteen criminal
history points, her criminal history category was VI.
J.A. at 54. This criminahistory category coupled
with her offense level of nine produced a guidelines
range of twenty-one to twenty-seven months of im-
prisonment.SeeU.S.S.G. Ch. 5, Pt. AThe district
court in this case senteed Jones to the maximum
twenty-seven months. J.A. 39. If the three criminal
history points for Jones's previous sentence of home
detention were assigned in error, Jones would have
received only one point for the CAPP term ung8er
4A1.1(c) which directs the court to add one point for
“each prior sentenceot counted in§ 4Al1.1(a) and
(b) ].” If only one point had been assigned for her
CAPP term, her criminal history points would have
totaled eleven, which would have placed her in crim-
inal history category V, which in turn would have
produced a sentencing range of eighteen to twenty-
four months of imprisonment. We review a district
court's interpretation of a provision of the Guidelines
de novo.United States v. Bartorl00 F.3d 43, 44
(6th Cir.1996) United States v. Sandef5 F.3d 449,
454 (6th Cir.1996)United States v. Rasc863 F.2d
132, 134 (6th Cir,)cert. denied506 U.S. 883, 113
S.Ct. 238,121 L.Ed.2d 173 (19923

EN13. Of course, undetKoon v. United
States,518 U.S. 81, ——, 116 S.Ct. 2035,
2048, 135 L.Ed.2d 392 (1996)e review a
district court's decision to depart from the
sentencing ranges in the Guidelines for
abuse of discretion, and any legal errors
made by the district court are by definition
an abuse of discretioBee suprdart IIl.A.

[10] The issue we decide is whether the sentence
Jones served in home detention constitutes “a sen-
tence of imprisonment” unddy.S.S.G. § 4A1.1(a)
Section 4A1.2(b)(1)defines “sentence of imprison-
ment” as a “sentence ofdarceration.” One of the
application notes to this section states that “[tjo quali-
fy as a sentence of imprisonment, the defendant must
have actually served a period of imprisonment on
such sentence...U.S.S.G. § 4Al1.2commentary,
applic. note 2. The Guidelines, however, do not fur-
ther define “sentence of imprisonment,” nor do they
*30 explicitly indicate whether time spent in home
detention constitutes such a sentence un8er

4A1.1(a)™

FN14. The dissent states that “[tlhe majori-

ty's reliance upon Application Note 2 of the
Commentary toJ.S.S.G. § 4Al1.2as pur-
portedly supporting # characterization of
Jones's January 1994 forgery sentence as a
non-‘imprisonment’ sentence, was miscon-
ceived.” Dissenting Op. at 1167 n. 5. As our
discussion above shows, however, Applica-
tion Note 2 does not answer the question
whether time spent in home detention con-
stitutes a “sentence of imprisonment,” and
we do not rely on it to support our ultimate
conclusion.

*1162 The government's primary argument is
that our resolution of this issue is controlled by our
decision inUnited States v. Rascm which “we ad-
dress[ed] the narrow issue of whether detention in a
halfway house or community treatment center upon
revocation of a defendant's parole constitutes a sen-
tence of incarceratiowithin the meaning ogection
4A1.2(e)(1) of the federal sentencing guidelihes
963 F.2d at 133In Rasco,the defendant had pre-
viously served a sentencearhalfway house because
of a parole violation. Unde§ 4A1.2(k)(1) any term
of imprisonment imposed upon revocation of parole
is to be added to any term of imprisonment already
imposed for that underlying offense for purposes of
computing criminal history points. In analyzing
whether time served in a halfway house upon the
revocation of parole is a “sentence of imprisonment”
the court decided not to focus “exclusively on the
place of the defendant's detention,” but to adopt a
“functional approach” that “focuses on treasonfor
the defendant's detentionld. at 135 (emphasis in
original). The court explained:

Were we to focus solely on the place of deten-
tion, [8 4A1.2(k) Jwould offer no more guidance
than the other provisiorsf Chapter Four, because
it likewise fails to address whether detention in a
halfway house upon parole revocation is a “term of
imprisonment.” We believe, however, tresction
4A1.2(k) expresses the Commission's view that a
sentence imposed upon revocation of parole, re-
gardless of whether th81 sentence is served in
prison, a halfway house, or a community treatment
center, be added to the original term of imprison-
ment, requiring the sentencing court to count them
as a single sentence for pages of criminal histo-
ry scoring.... Given the many forms that a parole
revocation sentence may take, we are confident
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that the purpose of this section is best served by re-
quiring the sentencing court to focus upon the fact
that the sentence was imposed because of the de-
fendant's violation of his parole, rather than on the
place where the sentence was served.

Id. at 135-36. It thenecognized that:

[T]his interpretation arguably conflicts with the
background commentary gection 4A1.1Section
4A1.1 distinguishes between sentences of impri-
sonment exceeding one year and one month (sub-
section (a)), sentences of imprisonment of at least
sixty days (subsection (b)), and all other sentences
(subsection (c)). The bagiound commentary ex-
plains that “[s]ubdivisions (a), (b), and (c) &f
4A1.1 distinguish confinement sentences longer
than one year and oneomth, shorter confinement
sentences of at least sixty days, and all other sen-
tences, such as confinemesentences of less than
sixty days, probation, fines, and residency in a
halfway house.”U.S.S.G. § 4Al1.1 comment.
(backg'd). This commentary seems to equate con-
finement sentences with sentences of imprisonment
and distinguish both from residency in a halfway
house. We do not read this commentary, however,
as categorically excluding detention in a halfway
house from the definition of a “sentence of incarce-
ration” for purposes of computing the applicable
time period undesection 4A1.2(g)nor do we read
it as excluding halfway house placement from the
definition of a “sentence of imprisonment” under
section 4A1.2(k) Such an interpretation would
elevate the importance of a defendant's place of de-
tention over the reason for which the detention was
imposed, thereby frustrating the position of
*32section 4A1.2(k)that a sentence imposed upon
revocation of parole be added to the original sen-
tence regardless of where the sentence is served.
To the extent that the commentarystection 4A1.1
conflicts with the mandates séction 4A1.2(k)we
conclude thasection 4A1.2(kontrols.

Id. at 136-37.

Appellee argues that, according Rasco, we
should focus on the reason for Jones's participation in
CAPP, rather than on thg163 conditions imposed
by her sentence. According to the government, Jones
was placed in CAPP because of Tennessee's policy of
attempting “to reserve ‘secure confinement facilities
for violent felony offenders.” " Appellee's Br. at 28

(quoting T.C.A. 8§ 40-36—103()) Appellee goes on

to argue that the State dEnnessee treated the time
Jones spent in home detention as a “sentence of im-
prisonment.” The government is thus apparently ask-
ing us to rely on state law in our interpretation of the
United States Sentencing GuidelinBascodoes not
stand for such a proposition, and we decline the gov-
ernment's request to apply it in that wdasco's
focus on the reason why tlsentence at issue in that
case was imposed—a violation of parole—not only is
consistent with that court's interpretation &f
4A1.2(k), but also does not force a federal court in-
terpreting the Guidelines to ascertain how various
states define a “sentence of imprisonmeft®

FN15. The dissent suggests that “the panel
majority's analysis adfused the state's rea-
son for Jones's sentence of imprisonment
(which is the pertinenRascoinquiry) with

the reason for the state's assignment of Jones
to a particular place for the service of her
sentence (which is irrelevant undasco).”
Dissenting Op. at 1169. This statement is
misleading for numerous reasons. First, by
stating that we “confused the state's reason
for Jones's sentence of imprisonment,” the
dissent implies that we agree that Jones ac-
tually served a sentence of imprisonment.
Whether such a sentence was served, how-
ever, is the issue that must be decided.
Moreover, were we to conclude that Jones
served a sentence of imprisonment, there
would be no need under the Guidelines to
ascertain the reason for her sentence. Addi-
tionally, even if we were to focus on the rea-
son for her sentence (her state-law felony
conviction), we would still be no closer to
resolving whether her time spent in home
detention constituted a sentence of impri-
sonment. That is, Jones was punished be-
cause she broke Tennessee law; this fact,
however, sheds no light on whether the pu-
nishment actually imposed constituted a sen-
tence of imprisonment. It is therefore appar-
ent that the dissent's interpretationR#sco
does not strengthen the government's posi-
tion in the least.

*34 To extendRascoto stand for the proposition
that we turn to state law to define terms in the Sen-
tencing Guidelines would be a clear misapplication of
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the law.SeeDickerson v. New Banner Inst., Ind60
U.S. 103, 119, 103 S.Ct. 986, 995, 74 L.Ed.2d 845
(1983)(“ “[1]n the absence of a plain indication to the
contrary, ... it is to be assumed when Congress enacts
a statute that it does not intend to make its application
dependent on state law.” ") (quotitfdi.RB v. Natural
Gas Util. Dist.,402 U.S. 600, 603, 91 S.Ct. 1746,
1748, 29 L.Ed.2d 206 (1971n turn quotingNLRB

v. Randolph Elec. Membership Cor@343 F.2d 60,
6263 (4th Cir.1969) Indeed, we have explicitly
applied the Supreme Court's pronouncements in
Dickersonto federal sentencing issueSee United
States v. Kirby,893 F.2d 867, 868 (6th Cir.1990)
(“Federal law, not Kentucky law, controls sentencing
disposition in the event of convictions for federal
offenses.”) (citingDickerson,460 U.S. at 111-12,
103 S.Ct. at 991-9Zlippins v. United States308
F.2d 16, 19 (6th Cir.198Y)

Additionally, the adoption of appellee's argument

would contravene one of the very purposes of the
sentencing guidelines—uniformitgeeU.S.S.G. Ch.
1, Pt. A (“Congress sought reasonable uniformity in
sentencing by narrowing the wide disparity in sen-
tences imposed for similar criminal offenses commit-
ted by similar offenders.”). As the Seventh Circuit
stated inUnited States v. Phipp&8 F.3d 159 (7th

Cir.1995)

[Looking to state law to define terms in the Sen-
tencing Guidelines] would lead to divergent aggre-
gate sanctions depending on which state the crime
occurred*35 in, undermining the most basic pur-
pose of the Sentencing Reform Act of 1984 and the
Guidelines themselves. The meaning of “impri-
sonment” therefore is a question of federal law, one
depending on what statele rather than on the la-
bels they attach to their sanctions.

Id. at 161 (emphasis in originaBee alsdJnited
States v. Stewart49 F.3d 121, 123 n. 3 (4th
Cir.1995) (“A federal court construing the federal
Sentencing Guidelines need not turn to state law.
Rather we should try to ascertain a sound interpreta-
tion of the Guidelines and its goals.”). We therefore
turn to the Sentencing Guidelines themselves to de-
termine whether home detention constitttd$4 a
“sentence of imprisonment” und@rA1.1™1°

EN16.Were we to look outside the Sentenc-
ing Guidelines to determine whether a sen-

tence of home detention is a term of impri-
sonment, we would be guided by the Su-
preme Court's recent decisionReno v. Ko-
ray, 515 U.S. 50, ——, 115 S.Ct. 2021,
2029, 132 L.Ed.2d 46 (1995Wwhich held
that “the time respondent spent at the Volun-
teers of America comumity treatment cen-
ter while ‘released’ on bail pursuant to the
Bail Reform Act of 1984 was not ‘official
detention’ within the meaning dfg8 U.S.C.

§ 3585(b)’ We decline appellant's request
to rely onKoray, however, not only because
of the language difference between “official
detention” and “sentence of imprisonment,”
but also because the two terms emanate
from two different statutesSee United
States v. Phipp$8 F.3d 159, 161-62 (7th
Cir.1995) With the Guidelines' cautionary
instructions regarding fierent definitions in
different sections of the Guidelines in mind,
seeU.S.S.G. § 1B1.lcommentary, applic.
note 2, we prefer to confine our inquiry to
the Guidelines themselves and not to venture
out on a sojourn throughout the United
States Code.

As an initial matter, we note that this is an entire-
ly different issue than that faced by the courRas-
co. As the lengthy quotation above frdRascoindi-
cates, the court in that casede it clear that its deci-
sion rested on its interpretation®%A1.2(k) namely
that “a sentence imposed upon a revocation of parole
be added to the original sentence regardless of where
that sentence is served®83 F.2d at 137Because of
its interpretation of§8 4A1.2(k) it did not rely on
background commentary it86 a different section,
which it found to be at odds with 4A1.2(k) In the
present dispute, however, veee not called upon to
interpret8 4A1.2(k) but instead we must interpret
the very section to which the conflicting background
commentary discussed Rascoapplies. Moreover,
unlike the court inRasco,we are focusing on the
Guidelines' treatment of “home detentiof’

FN17.Although home detention presumably

can take many forms, the government does
not contend that Jones's sentence, while la-
beled home detention, actually should have
been classified as some other type of pu-
nishment. Because of this fact, it is unneces-
sary for us to delve into the specific re-
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guirements imposed on Jones by her sen-
tence of home detention.

Our starting point i€ 4A1.1itself. Subsections
(a) and (b) distinguish between sentences of impri-
sonment exceeding one year and one month and sen-
tences of imprisonment of at least sixty days that do
not reach the thirteen-month threshold. Sentences
falling in the former category are assigned three
criminal history points and those in the latter two
points. Subsection (c) does not mention “sentence of
imprisonment” but instead states that the sentencing
court is to add one poirifor each prior sentence not
counted in (a) or (b)....” Thus, the Guidelines expli-
citly recognize a distinction between a “sentence of
imprisonment” and a “prior sentence.” The back-
ground commentary to this section sheds light on this
distinction: “Subdivisions (a), (b), and (c) 4A1.1
distinguish confinementsentences longer than one
year and one month, short@nfinemensentences of
at least sixty days, anal other sentencessuch as
confinement sentences okfethan sixty days, proba-
tion, fines, and residency in a halfway house.”
U.S.S.G. 8§ 4A1.lcommentary, background (empha-
sis added). While home detention is not mentioned in
this commentary, we are confident that, given its uni-
form treatment throughouthe Guidelines, as dis-
cussed below, it would be classified in the “all other
sentences” category. Becaubere is no conflict be-
tween this backgroundommentary and th€37 sec-
tion to which it applies, we are not faced with the
conflict presented irRasco,and we thus find this
commentary highly useful in our analysis.

As we turn to other sections in the Guidelines,
we recognize that “definitions [of terms in other sec-
tions of the Guidelines] are not designed for general
applicability; therefore, their applicability to sections
other than those expressly referenced must be deter-
mined on a case by case basid.S.S.G. § 1B1.1
commentary, applic. note 2. In our view, because
home detention is not mentioned in the section at
issue in this case, and because the other sections give
a uniform treatment to the distinction between incar-
ceration and home detention, this is an appropriate
case for us to review the Guidelines' treatment of
home detention in other sections. Because our mis-
sion in this case is to interpret the Sentencing Guide-
lines, were we unable to consult other sections of the
*1165 Guidelines, we would be left to construct a
definition on our own. It is unnecessary for us to do

so in this case, howevebecause of the consistent
treatment given to “home detention” throughout the
Guidelines.

Other sections in the Guidelines explicitly rec-
ognize a distinction between incarceration and home
detention. Section 5F1.2 provides that “[hJome deten-
tion may be imposed as a condition of probation or
supervised release, but only as a substitute for impri-
sonment.” As we have stated before, “[t]his [section]
makes clear that home detention is not equivalent to
imprisonment for the purposes of initial incarcera-
tion.” United States v. HarrisNos. 91-2421 to 91—
2423, 1992 WL 393582, at * 2 (6th Cir. Dec. 31,
1992) Additionally, 8 7B1.3(d) states that when re-
vocation of probation or gervised release is or-
dered, “any such unserved period of community con-
finement, home detention, or intermittent confine-
ment may be converted to an equivalent period of
imprisonment.” If home detention under this section
can be “converted” into a period of imprisonment, the
two most definitely are not the same. Another rele-
vant section is 5B1.4(b)(20), which recommends
conditions of probatioi38 and supervised release. It
provides: “Home detention may be imposed as a
condition of probation or supervised release, but only
as a substitute for imprisonment.” Given the Sentenc-
ing Guidelines' uniform treatment of home detention,
it is, therefore, apparent that under the Sentencing
Guidelines, time spent in home detention does not
constitute a “sentence of imprisonmeréeUnited
States v. Phipp$8 F.3d 159, 162 (7th Cir.199%)
‘Home detention’ differs from ‘imprisonment’
throughout the Guidelines' schema. It is not ‘impri-
sonment’ but is a ‘substitute for imprisonment.’” )
(quotingU.S.S.G. 8§ 5B1.4(b)(2D)In light of the fact
that the Guidelines consistently recognize the distinc-
tion between home detention and imprisonment and
in light of our reading o 4A1.1and its background
commentary, we hold thatehdistrict court erred by
treating Jones's time spent in home detention under
CAPP as a “sentence of imprisonment” undger
4A1.1(a)of the Sentencing Guidelin&%t?

FN18. After stating that our decision gives a
“windfall award” to Jones, the dissent then
asserts that “[tihe majority has unjustifiably
ignored Guidelines-mandated prison time
from the defendant's instant 1995 sentence
by characterizing her prior prison sentence
for forgery as a sentence which did not con-
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stitute ‘imprisonment’ merely because, as a
matter of grace and leniency by the state,
that sentence was being served under condi-
tions less onerous than those of a state pris-
on.” Dissenting Op. at 1170-71. While it is
intuitive that time spent in home detention is
less onerous than time spent in prison, our
conclusion in this case does not depend on
whether the punishment Jones received was
more or less onerous than prison time. Nu-
merous situations could be imagined in
which a heavy fine could be more severe
than time spent in prison; yet, it hardly could
be argued that even a crippling monetary
sanction qualifies as a sentence of impri-
sonmentCf. Phipps,68 F.3d at 161“If one
state decided that financial sanctions are suf-
ficient for property crimes, no one would
suppose that this produced a subtraction un-
der 8 5G1.3(b) on the ground that a heavy
fine can be as severe as a period in the po-
key. So too with other sanctions.”). For bet-
ter or worse, the Sentencing Commission
chose to use prison temas a proxy for the
severity of past offenses. Although this
proxy may benefit the government in some
cases and criminal defendants in others, our
task is not to assess which party receives a
“windfall” in each paticular case; instead,
we must interpret the Federal Sentencing
Guidelines as we would any other statute.
That is precisely what we do in the present
dispute.

*39 V. CONCLUSION

We AFFIRM the district court's evidentiary rul-
ings and thereforAFFIRM Jones's convictions. We
REVERSE the district court's determination that the
time Jones spent in home detention constituted a
“sentence of imprisonmeit.Because the district
court's error resulted in Jones being assigned incor-
rectly to a higher crimial history category, w¥&A-
CATE her sentence anldEMAND for further pro-
ceedings consistent with this opinion.

*40 KRUPANSKY, Circuit Judge, concurring in part
and dissenting in part.

| agree with the panel majority's conclusions that
the district court did not abuse its discretion by find-
ing that a card allegedly written by the defendant was
authentic and hence admissible as a handwriting ex-

emplar, and by admitting expert handwriting identifi-
cation testimony from a forensic documetitl66
examiner. Accordingly, | join parts I, I, and Il of the
majority opinion, andCONCUR in the affirmation
of the defendant's June 1995 conviction.

However, the panel majority's conclusion that
Jones's January 1994 Tennessee court sentence to
four years' incarceration for forgeR? did not con-
stitute a “prior sentence of imprisonment” under
U.S.S.G. § 4Al.1(abecause state authorities permit-
ted Jones to serve that sentence in residential con-
finement under the Tennessee Community Alterna-
tives to Prison Program (CAPP), was legally errone-
ous underU.S.S.G. § 4A1l.land United States v.
Rasc0963 F.2d 132 (6th Cir.kert. denied506 U.S.
883, 113 S.Ct. 238, 121 L.Ed.2d 173 (199%3cor-
dingly, because | would affirm the lower court's sen-
tence imposed against JoneIBSENT from part
IV of the majority opinion.

EN1. On January 21, 1994, in case no.
65060, the Criminal Court of Knox County,
Tennessee, convicted Jones of forgery
(T.C.A. 39-14-11%committed on April 11,
1991, and sentenced her to four years in the
custody of the Tennessee Department of
Corrections, but referred her to the Tennes-
see Community Alternatives to Prison Pro-
gram (“CAPP”), a state correctional pro-
gram designed to provide alternative puni-
tive environments for non-violent offenders
in lieu of captivity in a “secure confinement
facilitly].” T.C.A. 8 40-36—103(1)Seel.A.

at 53, 60, & 66.

A federal jury convicted defendant Kathleen
Kremser Jones on June 21, 1995 on each of the six
counts of a superseding indictmeR stemming
from her fraudulent41 procurement of a Visa credit
card issued in another person's name, and her use of
that card to incur approximately $3,748.08 in illegi-
timate motel charges and automatic teller machine
cash advances between July 8 and July 21, 1991. On
August 4, 1995, the districourt sentenced Jones to
serve 27 months in federal prison, to be followed by
three years of supervisedease. The trial court had
determined a 21 to 27 month sentencing range, which
was the product of an offense level of nine matched
with a criminal history cagory of VI. The sentenc-
ing court further ordered restitution of $3,748.08 and
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payment of a $300 assessment.

EN2. The jury convicted Jones of one count
of mail fraud,18 U.S.C. § 1341two counts

of using a fictitious or false name to defraud
by mail, 18 U.S.C. § 1342one count alleg-
ing the use of an unauthorized access device,
18 U.S.C. 8§ 1029(a)(2bne count of theft or
receipt of stolen maifl8 U.S.C. § 1708nd
one count of obstruction of correspondence,
18 U.S.C. § 1702].A. at 30-31.

On appeal, Jones has faulted the lower court for
counting her previous four year state court prison
sentence for forgery entered on January 21, 1994,
which she was serving in home confinement, as a
“prior sentence of imprisonment exceeding one year
and one month” unded.S.S.G. 8§ 4A1.1(a)which
accounted for three of hertéb thirteen criminal his-
tory points. Jones contends that a sentencangf
length discharged in home confinement should trig-
ger onlyonecriminal history point unde.S.S.G. §
4A1.1(c)™2 If section 4A1.1(clpplies to her Janu-
ary 1994 forgery seanhce rather thansection
4A1.1(a) Jones should have been charged with, in
sum, eleven criminal history points. This would have
reduced*42 her criminal history category to V,
which, combined with an offense level of nine, would
have produced a sentencing range of 18 to 24 months
instead of 21 to 27 months. Sentencing Table,
U.S.S.G. Chapter 5, Part A the appellant was cor-
rect, her 27 month sentence would have exceeded her
maximum sentencing range by three months.

FN3.U.S.S.G. 8 4A1.Jrovides in material
portion:

(a) Add3 points for each prior sentence of
imprisonment exceeding one year and one
month.

(b) Add 2 points for each prior sentence of
imprisonment of at least sixty days not
counted in (a).

(c) Add 1 point for each prior sentence not
counted in (a) or (b), up to a total 4f
points for this item.

Chapter Four, Part A ahe Sentencing Guide-

lines (“Criminal History”)defines a “sentence of im-
prisonment” to be “a sgence of incarceration.”
U.S.S.G. § 4A1.2(b)(1)The ordinary meaning of
“incarceration” encompasses detention in a public
punitive institutionas well asother forms of con-
finement, enclosure, or close constrictiéf.*1167
Clearly, a sentence of imponment served in home
detention equals a “sentence of imprisonment” under
Chapter Four of the guideks, as the prisoner is “in-
carcerated” during that term, albeit outside of a pub-
lic corrections facility. Had the Sentencing Commis-
sion intended to restridhe meaning of “imprison-
ment” to “incarceratiorin a correctional institutiord,

it could have so statéd® Cf. Rasco963 F.2d at 135

EN4. See, e. g WEBSTER'S THIRD NEW
INTERNATIONAL DICTIONARY (UNA-
BRIDGED))))))))))) 1141 (1981) (de-
fining the noun “incarceration” to encom-
pass,inter alia, “1. a confining or state of
being confined: IMPRISONMENT [,]” and
defining the verb “incarcerate” as “1. to put
in prison: IMPRISON 2. to shut up or away:
CONFINE, ENCLOSE”"); see also THE
AMERICAN COLLEGE DICTIONARY
611 (1970) (defining the verb “incarcerate”
to mean “1. to imprison; confine. 2. to en-
close; constrict closely.”).

ENS5. The majority's reliance upon Applica-
tion Note 2 of the Commentary 10.S.S.G.

8 4A1.2 as purportedly supporting the cha-
racterization of Jones's January 1994 forgery
sentence as a non-‘imponment” sentence,
was misconceived. Note 2 posits, in part,
that

[tlo qualify as a sentence of imprison-
ment, the defendant must have actually
served a period of imprisonment on such
sentence (or, if the defendant escaped,
would have served time).See §
4A1.2(a)(3) and (b)(2)

In turn,section 4A1.2(a)(3provides that

[a] conviction for which the imposition or
execution of sentence wastally sus-
pended or stayedhall be counted as a
prior sentence undé&r4Al1.1(c)
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(Emphasis added). Additionallysection
4A1.2(b)(2)mandates that

[if part of a sentence of imprisonment
was suspended,sentence of imprison-
ment’ refers only to the portion that was
not suspended.

(Emphasis added).

Thus, Note 2 tosection 4A1.2merely
pronounces thasentences entirely sus-
pended or stayeshall be credited for only
one criminal history point irrespective of
the length of such a sentence, and that
suspended portions of sentenskall not

be counted towards calculating the length
of a sentence of imprisonment. Obviously,
suspended incarceration timéll not be
served anywhere,and hence is not
counted as prison sentence time. Howev-
er, note 2 doesot support the proposi-
tion, erroneously embraced by the panel
majority, that actuakervice of a prison
sentence in confinement conditions other
than physical presence in a penal institu-
tion automatically renders such sentence
something less than a “sentence of impri-
sonment.”

*44 UnderU.S.S.G. 8§ 4A1.2"criminal history
points are based on tlsentence pronouncedot the
length of time actually servedid., commentary note
2 (emphasis added), as longsmneof that time is
actually served. Beyond contradiction, Jones was
sentenced to serve fouears of “incarceration” or
“imprisonment” in January 1994, and had served part
of that sentence (in home detention) by the time of
her August 1995 sentencing in the casé judice.
The irrelevance of thelace of that physical deten-
tion was established beyond dispute by this circuit's
controlling decision inUnited States v. Rasc863
F.2d 132 (6th Cir,)cert. denied506 U.S. 883, 113
S.Ct. 238, 121 L.Ed.2d 173 (199&)hich ruled that
detention in a halfway house or a community treat-
ment center upon revocation of parole constituted the
equivalent of “incarceration” or “imprisonment” un-
der the criminal history provisions (Chapter Four) of
the Guidelines:

*45 The guidelines do noexpressly address

whether residency in a halfway house or communi-
ty treatment center constitutes imprisonment for
purposes of Chapter Four. Whilesection
4A1.2(b)(1) explains that “[tlhe term ‘sentence of
imprisonment’ means a sentence of incarceration,”
id. 8 4A1.2(b)(1) the guidelines neither define “in-
carceration” nor state whether detention in a half-
way house or community treatment center consti-
tutes “incarceration” for purposes of computing a
defendant's criminal history score. Rather than pre-
suming the guidelines' silence on this point to have
been merely an oversight drafting, we prefer to
view this apparent lacuna in the guidelines as in-
dicative of the Sentencing Commission's intent that
the sentencing court adoptfunctional approach to
resolving this issue, one that focuses onréason

for the defendant's detention, rather than an ap-
proach focusing estusively on theplaceof the de-
fendant's detention.

Id. at 135(emphasis in the original; note omit-

ted).

TheRascocourt further ruled:

We believe ... thasection 4A1.2(k)™® expresses
the Commission's view that a sentetidé8 im-
posed upon revocation of parole, regardless of
whether the sentence is served in prison, a halfway
house, or a community treatment center, be added
to the original term of imprisonment, requiring the
sentencing courtd6 to count them as a single sen-
tence for purposes of criminal history scoring.
Thus, section 4A1.2(k)precludes a court from
treating a sentence imposed upon revocation of pa-
role as a distinct sentence deserving separate count-
ing undersection 4A1.1(a), (p)or (c). Given the
many forms that a parole revocation may take, we
are confident that the purpose of this section is best
served by requiring the sentencing court to focus
upon the fact that theentence was imposed be-
cause of the defendant's violation of his parole, ra-
ther than on the place/here the sentence was
served.

FN6. U.S.S.G. § 4A1.2(k)(1)which con-
trols, in the criminal history tabulation
process, the role of a “prior sentence” which
had been imposed as a result of a revocation
of parole, commands:
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In the case of a prior revocation of proba-
tion, parole, supervised release, special
parole, or mandatory release, add the orig-
inal term of imprisonment to any term of
imprisonment imposed upon revocation.
The resulting total is used to compute the
criminal history points fog 4A1.1(a), (b)

or (c), as applicable.

Id. at 135-36.

The panel majority's effort to distinguistasco
from the instant cause is less than persuasive. First,
the panel majority has attempted to lifrRiascoonly
to encompass cases in which the defendant had in-
curred aprior revocation of paroleThe panel ma-
jority misconceivesRascoto rule that time served in
a halfway house or community treatment center
should be considered time served in “imprisonment”
only where the defendant hatteady served time in
prison for a prior offense, and then subsequently in-
curred additional confinement in a halfway house,
community treatment center, or similar environment
because he violated his parole or supervised release
conditions on that offense.

Contrary to the panel majority's analysis, howev-
er, the absence of a parole violation in the instant
appeal is entirely insignificant. The salient applicable
principle mandated byrRascowas that time to be
served in a halfway house constituted part of a “sen-
tence of imprisonment” under Chapter Four, Part A
(Criminal History Category) of the Guidelines, be-
cause theplace of “imprisonment” was unimportant;
rather, thereason for the defendant's confinement
was deemed to control the characterization of such
detention time as either the equivalent of time in
prison or punishment distinct from time in prison. In
Rasco,the defendant served time in a halfway house
*47 because he violated his parole conditions, which
would justify his imprisonment; thus, the halfway
house term was added to his previous sentence of
imprisonment to calculate the criminal history points
attributable to his underlying prior offenseeeRas-
co, 963 F.2d at 137Similarly, a Tennessee court
condemned Jones to four years in the state peniten-
tiary because she had committed a felony which war-
ranted a severe penalty; the ultimate place of service
of that court-imposed captivity is irrelevant.

The panel majority, however, failed to focus

upon the reason for Jones's detention by the state, but
instead addressed the reason for her assignment to
home detention. The panel majority resolved that it
could not determine Tennessee's specific reason for
consigning Jones to home confinement instead of the
state reformatory without consulting Tennessee law,
which articulated a public fioy favoring reservation

of prison space for violent felon3.C.A. 8 40-36—
103(1) Because the panel majority posited that the
meaning of terms used in the Sentencing Guidelines
should be exacted with reference to federal law rather
than state law, it declined to consult Tennessee law
for purposes of delineating instances wherein “home
confinement” equals a é&ntence of imprisonment.”
Accordingly, the panel majority in effect concluded
that because it could not dser the state's particular
motive for placing Jones in home confinement in-
stead of prison, it must asae that the state authori-
ties had intended to punish her by means short of
imprisonment.

This analysis derogates agaifRasco.The Ras-
co court expressly posited thtite reason for the de-
fendant's sentenceontrolled the characterization of
that sentence as one of imprisonment or as something
else,rather than the place where the sentence would
be servedRasco0,963 F.2d at 135-361169 How-
ever, the panel majority's alysis confused the state's
reason for Jones's sentence of imprisonment (which is
the pertinentRascoinquiry) with the reason for the
state's assignment of Jones to a particular place for
the service of her sentence (which is irrelevant under
Rasco). Because the state's reason for assigiig
Jones to home confinement was immaterial, no refer-
ence to any state law policy diiscover the reason for
her detention in this particular place was neces-
sary™/

EN7. Indeed, the cassub judicepresents a
more compelling instance thaRasco for
counting the term atssue as a sentence of
imprisonment. The 8&ckground Commen-
tary toU.S.S.G. § 4A1.Tecites in part:

Subdivisions (a), (b), and (c) & 4A1.1
distinguish confinement sentencdsnger
than one year and ermonth, shorter con-
finement sentences of at least sixty days,
and all other sentences, such aenfine-
ment sentences of less than sixty days,
probation, fines, andesidency in a half-
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way house.
(Emphasis added).
TheRascocourt resolved:

This commentary seems to equate con-
finement sentences with sentences of im-
prisonment and distinguish both from re-
sidency in a halfway house. We do not
read this commentary, however, as cate-
gorically excluding detention in a halfway
house from the definition of a “sentence
of incarceration” for purposes of compu-
ting the applicable time period undggc-
tion 4A1.2(e) nor do we read it as ex-
cluding halfway house placement from the
definition of a “sentence of imprison-
ment” undersection 4A1.2(k)Such an in-
terpretation would elevate the importance
of a defendant's place of detention over
the reason for which the detention was
imposed, thereby frustrating the position
of section 4A1.2(k) that a sentence im-
posed upon revocation of parole be added
to the original sentence regardless of
where that sentence is served. To the ex-
tent that the commentary section 4A1.1
conflicts with the mandates ofection
4A1.2(k), we conclude that section

4A1.2(K) controls.

963 F.2d at 137 (emphasis added).

By contrast,U.S.S.G. § 4Al.1commen-
tary (backg'd) does not even arguably
support the characterization of Jones's
home confinement for forgery as some-
thing less than a “confinement sentence”
(or “sentence of imprisonment”). Al-
though the Commissioners therein ex-
pressly distinguished “residency in a
halfway house” from a “confinement sen-
tence,” they dichot distinguish “home de-
tention” from a “confinement sentence.”
The Sentencing Commission's silence can
only be interpreted to reflect an intemit

to exclude “home dention” from the
general category of “confinement sen-
tences.” This conclusion is bolstered by
consideration of thenore restrictive na-

ture of home detention as compared to
halfway house residency, which renders
home confinement more akin to institu-
tional incarceration. Whereas halfway
house residency is a form of “community
confinement” wherein the resident enjoys
considerable freedom to engage in a varie-
ty of activities outside of the halfway
house during “non-residential hours,”
U.S.S.G. 8§ 5F1.% commentary (n. 1 &
2), a person under home detention is sub-
ject to “confinement and supervision that
restricts the defendant to his place of resi-
dence continuously, except for authorized
absencesgnforced by all means of sur-
veillance by the probation office. When an
order of home detention is imposeate
defendant is required to be in his place of
residence at all times except for approved
absencesfor gainful employment, com-
munity service, religious services, medical
care, educational or training programs,
and such other times as may be specifical-
ly authorized.” U.S.S.G. § 5F1.2com-
mentary (n. 1) (emphasis added). Indeed,
the basic concept of a “halfway house” is
a restrictive, supervisory, rehabilitative
environment which is “halfway” between
penal confinement and release into the
general community. Moreover, the Guide-
lines permit a sentencing court to impose
halfway house residency as a condition of
probation or supervised release amy
caseU.S.S.G. 8 5F1.k commentary (n.
1), whereas a district court may impose
home detention as a condition of proba-
tion or supervised releasenly as a subs-
titute for imprisonment.U.S.S.G. § 5F1.2
(emphasis added). Therefore, home con-
finement is more similar to imprisonment
(or a “confinement sentence”) than is
halfway house placement. Thus, if time
served in a halfway house constitutes
“imprisonment” time undeRasco, a for-
tiori, time served in home detention must
also constitute imprisonment time.

*50 The panel majority's invocations of Guide-
lines sections which purportedly differentiate “home
detention” from “imprisonment” in contexts other
than criminal history*51 computations were again
misconceived™2 Chapter1170 5, Part F (“Sentenc-
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ing Options”) dictates that

ENB8. Definitions and concepts adopted for
purposes of specific chapters, parts, or sec-
tions of the Guidelines do not necessarily
control in other chapters, parts, or sections
of the Guidelines, if diverse considerations
inform their meaning in various contexts.
For example, note 1 of the Commentary to
U.S.S.G. 8§ 1B1.promulgates definitions of
various terms “that are used frequently in
the guidelines and are of general applicabili-
ty (except to the extent expressly modified
in respect to a particular guideline or policy
statement).” Note 2 then postulates:

Definitions of terms also may appear in
other sections. Such definitions are not
designed for general applicability; there-
fore, their applicability to sections other
than those expressly referenced must be
determined on a case by case basis.

SeeRasc0963 F.2d at 137

Home detention may be imposed as a condition of
probation or supervisedlease, but only as a subs-
titute for imprisonment.

U.S.S.G.85F1.2

Chapter 5, Part B (“Probation”) contains a simi-
lar proviso:

Home detention may be imposed as a condition of
probation or supervisedlease, but only as a subs-
titute for imprisonmentSee§ 5F1.2(Home Deten-
tion).

U.S.S.G. § 5B1.4(b)(2QPolicy Statement).

Additionally, Chapter 7, Part B (“Probation and
Supervised Release Vailons”) directs that:

Any restitution, fine, community confinement,
home detention, or intermittent confinement pre-
viously imposed in connection with the sentence
for which revocation is ordered that remains unpaid
or unserved52 at the time of revocation shall be
ordered to be paid or served in addition to the sanc-
tion determined under § 7B1.4 (Term of Impri-

sonment), and any such unserved period of com-
munity confinement, home detention, or intermit-
tent confinement may be converted to an equiva-
lent period of imprisonment.

U.S.S.G. 8§ 7B1.3(d)Policy Statement).

These sections of the Guidelines merely author-
ize district courts to impose home detention as a con-
dition of probation or supervised release where the
court could have instead imposed a prison sentence,
and empower the district courts to convert an un-
served term of home confinement to a term of impri-
sonment as punishment for violation of the conditions
of parole or supervised lease. That the Guidelines
distinguish between “home confinement” and “impri-
sonment” in these contexts does not mean that home
confinement categarally may not be equated with
imprisonmentfor purposes of determining the defen-
dant's criminal history categoryl.o the contrary, the
Guidelines sections quoted above reflect the interre-
lationship and substitutability of institutional impri-
sonment and home confinement, which bolsters the
conclusion that, where a defendant has been sen-
tenced to time in a penitentiary but has been permit-
ted to serve that time in alternate environs, that sen-
tence should nonetheless be construed as a sentence
of imprisonment under the criminal history assess-
ment sections of the Guidelines.

This federal public policy militates against the
panel majority's windfall award of a reduced sentence
to Jones for her 1995 cowktion simply because the
State of Tennessee had magnanimously permitted
Jones to discharge her 1994 custodial penalty for
forgery in the comparativglpleasant surroundings of
her own home, rather than in the penitentiary to
which she had been rightfully condemned. The ma-
jority has unjustifiably ignored Guidelines-mandated
prison time from the defendant's instant 1995 sen-
tence by characterizing her prior prison sentence for
forgery as a sentence which did not constitute “impri-
sonment” merely*53 because, as a matter of grace
and leniency by the stat¢hat sentence was being
served under conditions less onerous than those of a
state prison.

Jones was ordered imprisoned by the Tennessee
court for four years because she had pleaded guilty to
a serious forgery charge. The ultimate conditions of
that confinement are irralant to the fundamental
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policy which partially anchors the criminal history
sections of the Guidelines, namely that sentencing
should in part reflect theeriousnesf the defen-
dant's prior crime(s). The seriousness of such a pre-
vious crime is evidenced by thguration, not the
place, of the prior punitoryconfinement sentence.
SeeU.S.S.G. § 4A1.1comment. (backg'd)Rasco,
963 F.2d at 135The varying motivations which state
criminal justice systems may have for assigning cer-
tain recipients of incarcation sentences to home
detention rather than to a state-run house of correc-
tions are immaterial to theharacterization of such a
convict's underlying prison sentence as one of “im-
prisonment” for purposes of tallying his or her crimi-
nal history points.

Accordingly, the majority's reversal of the lower
court's addition of three criminal history points to the
appellant's sentencing calculation for her 1994 state
court four year sentence for forgery constitutes legal
error. Because | would affn the sentence imposed
*1171 by the trial court, DISSENT from part IV of
the majority opinion, from the vacation of Jones's
sentence, and from the remand of this case for resen-
tencing. However, CONCUR in the affirmation of
Jones's conviction and join & |, I, and Il of the
majority opinion.

C.A.6 (Tenn.),1997.

U.S. v. Jones

107 F.3d 1147, 65 USLW 2647, 46 Fed. R. Evid.
Serv. 885, 1997 Fed.App. 0082P

END OF DOCUMENT
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Statements that second insurer had received mis-
directed phone calls and payments intended for first
insurer and that an e-mail was sent inadvertently to
second insurer regarding audit scheduled to be con-
ducted upon first insurer were not hearsay and thus
could be considered when deciding second insurer's
motion for summary judgment in first insurer's decla-
ratory judgment action asserting that first insurer had
not infringed any of second insurer's trademarks.
Statements were based on first-hand knowledge of
second insurer's employees and were not being of-
fered to prove the truth of the matter asserted, but
merely to establish the original declarants' state of
mind, which was confusionfFed.Rules Evid.Rule
803, 28 U.S.C.A Rules Civ.Proc., Rule 56
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Theodore R. RemakludVood Herron & Evans, Cin-
cinnati, OH, for Plaintiff and Counter Defendant.

Jeffrey S. StandleyFred Michael Speed, JiSarah
Bansa) Pro Hac, Vice, Standley Law Group LLP,
Dublin, OH, for Defendant and Counter Claimant.

OPINION AND ORDER
EDMUND A. SARGUS, JR.District Judge.

*1 This matter is before the Court for considera-
tion of Plaintiffs Motion for Summary Judgment on
Count | of the Complaint and Counts I-IV of Defen-
dant's Counterclaims (Document 40), Plaintiff's Mo-
tion for Summary Judgment on Defendant's Counter-
claims for a Monetary Award (Document 41), De-
fendant's Motion for Summary Judgment (Document
43), and Plaintiff's Motion to Strike the Report of Dr.
Alexander Simonson and Hearsay Evidence (Docu-
ment 57). For the reasons that follow, the ColEt
NIES Plaintiff's Motion to Strike (Document 57);
DENIES the parties' motions for summary judgment
on Plaintiff's Counts | and Il and Defendants' Coun-
terclaims I-1V (Documents 40 and 43), aD&NIES
without prejudice Plaintiff's Motion for Summary
Judgment on Defendant's Monetary Counterclaims
(Document 41).

I. Background

State Auto is a full-service insurer that distri-
butes its products through independent agents and
offers a wide array of personal and commercial in-
surance products. (Compl. § 10; Answer { 10.) State
Auto sells its insurance products through independent
insurance agents rather than selling directly to con-
sumers. According to State Auto, it has used a sty-
lized “SA” logo (the “State Auto Logo”) continuous-
ly since at least as early 4981. (Answer { 23.) State
Auto asserts that it has a valid and subsisting Ohio
service mark registration for the State Auto Logo,
Ohio Registration No. SM4219, for insurance and
financial services. (Answer  22.)

Safe Auto asserts that it is a “consumer-direct
personal auto insurer o@ging in numerous states,”
and “specializes in selling motor vehicle liability in-
surance policies tailored to satisfy the mandated cov-
erage requirements of tharious state financial re-
sponsibility laws for drivers.” (Compl.| 6.) Safe Auto
alleges that its sole channel of distribution is in-
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bound sales calls which are generated by marketing
directly to the public and are serviced by Safe Auto's
in-house staff.1fl.) According to Safe Auto, it devel-
oped a stylized “SA” logo (tferent from the State
Auto Logo) and variations (collectively, the “Safe
Auto Logo”) in the fall of 2006. (Compl.| 8.)

Safe Auto states that it filed applications on No-
vember 3, 2006 with the United States Patent and
Trademark Office (“PTQ”) to register the Safe Auto
Logo. (Compl.{ 9.) On December 5, 2006, State Auto
filed an application with the PTO to register the State
Auto Logo. (Compl. 1 11; Answer Y 11.) The PTO
published the applications for the Safe Auto Logo on
June 5 and June 26, 2007, and published the applica-
tion for the State Auto Logo on June 26, 2007.
(Compl. 1 13; Answer 1 13.)

On or about October 3, 2007, State Auto filed a
Notice of Opposition with the Trademark Trial and
Appeal Board of the PT®eeking to preclude regis-
tration of the Safe Auto Logo and alleging that Safe
Auto's use of the Safe AaLogo “is likely to cause
confusion, or to cause mistake, or to deceive, particu-
larly as to the source or origin of the services with
which [Safe Auto] intends to use its mark.” (Compl. |
14; Answer 1 14.)

*2 Plaintiff filed this lawsuit on October 26,
2007. Plaintiff seeks declaratory judgment declaring,
for Count I, that “Safe Auto has not infringed any
trademark, service marland/or other proprietary
rights of State Auto”; andor Count Il, that “State
Auto has abandoned any trademark, service mark
and/or other proprietary rights that it possessed in the
logo, if any” and that “State Auto has no enforceable
trademark, service markand/or other proprietary
rights in that logo.” (Compl.{ 620.) Defendant filed
four counterclaims: Counterclaim | for common law
trademark infringement, Counterclaim Il for false
designation of origin under the Lanham Act, Coun-
terclaim Il for deceptive trade practices under Ohio
law, and Counterclaim IV for Ohio trademark in-
fringement. (Answer  4067.)

Plaintiff has moved for summary judgment on
Count | and on Defendant's counterclaims; Defendant
has moved for summary judgment on Counts | and Il
and on its counterclaims. Plaintiff has also filed a
motion to strike the consumer survey report of De-
fendant's expert as well as certain alleged hearsay.

Page 3

II. Plaintiff's Motion to Strike

In its motion to strike, Plaintiff moves the Court
to strike or exclude from consideration Exhibit 26 to
Defendant's Motion for Summary Judgment, herei-
nafter referred to the i®onson Survey” or the
“Survey,” as well as the alleged facts set forth in pa-
ragraphs 1-6, 50-53, 56, and 60 of the Statement of
Undisputed Facts in State Auto's Motion for Sum-
mary Judgment on the ground that it is hearsay. (Mot.
Strike 1.)

A. Simonson Survey

Plaintiff moves the Court to strike or exclude
from consideration the Simonson Survey on the
grounds that “the survey ® flawed and lacks relia-
bility as to be irrelevant and/or that any probative
value is outweighed by the prejudice it will cause.”
(Mot. Strike 1.) To be admissible, a survey should
generally satisfy the following requirements:

(1) the “universe” was properly defined, (2) a rep-
resentative sample of that universe was selected,
(3) the questions to be asked of interviewees were
framed in a clear, precise and non-leading manner,
(4) sound interview procedures were followed by
competent interviewers who had no knowledge of
the litigation or the purpose for which the survey
was conducted, (5) the data gathered was accurate-
ly reported, (6) the data was analyzed in accor-
dance with accepted stditml principles, and (7)
objectivity of the process was assured.

Leelanau Wine Cellarsl.td. v. Black & Red,
Inc., 452 F.Supp.2d 772, 778 (W.D.Mich.2006)
aff'd, 502 F.3d 504 (6th Cir.200{yuotingConsum-
ers Union of United States, Inc. v. New Regina Corp.,
664 F.Supp. 753, 769 n. 19 (S.D.N.Y.1987)

“Because almost all surveyare subject to some
sort of criticism, courts generally hold that flaws in
survey methodology go to the evidentiary weight of
the survey rather than its admissibilityLeelanau,
452 F.Supp.2d at 778citing Scott Fetzer Co. v.
House of Vacuums In381 F.3d 477 (5th Cir.2004)
Prudential Ins. Co. v. Gibraltar Fin. Corp694 F.2d
1150, 1156;Adjusters Int' I, Inc. v. Pub. Adjusters
Int'l Inc., No. 92-CV-1426, 1996 U.S. Dist. Lexis
12604, at *11 (N.D.N.Y. Aug. 27, 1996)). “There are
limits, however. The court need not and should not
respond reflexively to every criticism by saying it
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merely ‘goes to the weight’ of the survey rather than
to its admissibility. If the flaws in the proposed sur-
vey are too great, the court may find that the proba-
tive value of the survey is substantially outweighed
by the prejudice, waste of time, and confusion it will
cause at trial.” Leelanau,452 F.Supp.2d at 778-79
(quoting Simon Prop. Group L.P. v. MySimon, Inc.,
104 F.Supp.2d 1033, 1039 (S.D.Ind.2Q0@)ista
Food Exchange, Inc. v. Vistar CorpNo. 03-cv-
5203, 2005 U.S. Dist. Lexis 42541, 2005 WL
2371958, at *7 (E.D.N.Y. Sept.27, 20D5)

*3 Plaintiff alleges that the Simonson Survey
suffers from the following flaws: (i) the Simonson
Survey's “combined Eveady-type approach and
Squirt-type approach” (Survey 1) is an untested and
unaccepted methodology (MoStrike 4-8), (ii) the
Simonson Survey failed to sample the relevant un-
iverse (Mot. Strike 8-11), (iii) the Simonson Survey
was improperly leading (Mot. Strike 8-9, 11-14), (iv)
the Simonson Survey failed to replicate marketplace
conditions (Mot. Strike 8-9, 14-15), and (v) the Si-
monson Survey used an improper control (Mot.
Strike 8-9, 15-17). Plaintiff contends that, “[a]lthough
no one flaw in théA\lex SimonsonReport may in and
of itself mandate exclusion of that report, the combi-
nation of flaws renders thatport unreliable and irre-
levant.” (Mot. Strike 17.)

(i) Combined Eveready and Squirt Approach.
Plaintiff asserts that th&imonson Survey's metho-
dology is untested, unaccepted, and unreliable. The
Survey's methodology comksd elements of both an
Evereadytype approach and @quirt-typeapproach,
two approaches that have received court approval.
SeeUnion Carbide Corp. v. Ever-Ready, In&31
F.2d 366 (7th Cir.19765quirt Co. v. Seven-Up Co.,
No. 78-375, 1979 U.S. Dist. Lexis 9986
(E.D.M0.1979). Although the Court is “suspicious of
methodologies created for the purpose of litigation,”
Mike's Train House, Incv. Lionel, L.L.C.472 F.3d
398, 408 (6th Cir.2006Yhe Court finds that Plaintiff
has not shown the Simonson Survey's methodology
to be so unreliable that it should be excluded.

(i) Sampling the appropriate univers&o con-
duct the Simonson Survey, Simonson selected res-
pondents from the universe of “adult males and fe-
males 18 years of age and older who are likely to
consider purchasing or renewing insurance for a mo-
tor vehicle within the next year and ... will them-
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selves be primarily in charge of choosing the insur-
ance carrier.” (Survey 3.) Priff contends that this
universe is overbroad because it includes potential
customers who would not consider purchasing car
insurance directly from #h car insurance provider.
(Mot. Strike 10.)

Plaintiff compares the Simonson Survey's de-
fined universe to the universe found overly broad in
Leelanau.ln Leelanau,the proper universe consisted
of potential purchasers of the defendant's wine, which
was sold primarily through the defendant's tasting
rooms and website. The court found that the survey's
defined universe of potential wine purchasers was
overbroad where it included those who purchase wine
only at grocery or discount retail stores and who did
not intend to visit or were unaware of the defendant's
tasting rooms or even of wineries in the regibee-
lanau,452 F.Supp.2d at 782

While this case may be somewhat analogous to
Leelanau,the Court finds that the defined universe
does not call for the Simonson Survey to be ex-
cluded, particularly due to the subjective nature of
Plaintiff's suggested resttion and the fact that the
appropriate universe definition is an issue debated by
the experts in this case&sdeSimonson Decl. Ex. 2 at
7 (Doc. 60-6) (opining that “[tlhe universe of the
Safe Auto Survey was artificially constrained to those
who would ‘purchase auto insurance directly from a
company without using a tker or an agency’ ”).)

*4 (iii) Allegedly leading question®Rlaintiff al-
leges that the SimonsoBurvey contains leading
guestions, primarily due to the use of State Auto's
name in the questions. The Court finds that the Si-
monson Survey's questions did not necessarily sug-
gest a particular answer, cario the extent that the
guestions may have been leading, the survey's weak-
nesses will be considered by the factfinder and will
go to the weight of the Simonson Survey.

(iv) Alleged failure to replicate marketplace.
Plaintiff contends that the Simonson Survey did not
replicate marketplace conditis when it showed res-
pondents only the Safe Auto Logo over the wording
“SafeAuto Insurance.” As Defendant points out,
however, Safe Auto uses that logo configuration in its
advertising, frequently in the absence of any other
company-specific informatioor images. Although it
is possible that the Simonson Survey could have bet-
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ter replicated marketplaceonditions, the Simonson
Survey does shed lighin whether the Safe Auto
Logo independently contributes to likelihood of con-
fusion.

(v) Allegedly improper controlPlaintiff asserts
that the Simonson Surveyadsan improper control.
Dr. Simonson used the Sentry Insurance “Captain
John Parker” logo, which pictures Captain John
Parker holding a rifle. (Survey App. G.) Plaintiff con-
tends, and the Court agredisat the Sentry logo has
no similarity to either the Safe Auto Logo or the State
Auto Logo, except that s from an insurance com-
pany. However, as Defendant points out, the Simon-
son Survey's control could plausibly emanate from
State Auto and did not contain allegedly infringing
elements from the test stimulus. While the control
may not be ideal, the Court finds that it is sufficient.

While Plaintiff points out several potential me-
thodological errors in the Simonson Survey, the
Court “may choose to limit the importance it accords
the study in its likelihood of confusion analysis.”
Leelanau,502 F.3d at 518-19The Court finds that
the probative value of the survey is not substantially
outweighed by the prejudice, waste of time, and con-
fusion it may cause at trial, and therefore will not
exclude it. Plaintiff's motion to strike is therefore
DENIED as to the Simonson Survey.

B. Alleged Hearsay

Plaintiff moved the Court to strike or exclude
from consideration the statements in paragraphs 1-6,
50-53, 56, and 60 of the Statement of Undisputed
Facts in State Auto's Mion for Summary Judgment
on the ground that it is hearsay. (Mot. Strike 1.)

Paragraphs 1-6 set forth the history of State Auto
as supported by pages tfat company's website,
authenticated by David DeLong, Manager of Agency
Services at State Auto. Safaito suggests that Mr.
DelLong cannot truthfully verify that he has personal
knowledge that the statentsron the website are true
and correct because some of the events described in
those statements took place before Mr. Delong
worked for State Auto. Heever, “[p]ersonal know-
ledge ... does not require contemporaneous know-
ledge,” and “the mere fact that the affiant was not in
the employ of a company at the time of specific
events does not ipso facto amethat the affiant lacks
the personal knowledge required to attest to facts that
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predate his or her tenure at the companyVilton
Indus. v. United Stategl93 F.Supp.2d 1294, 1298
(Ct. Int'l Trade 2007)(citing 11 Moore's Federal
Practice § 56.14[1][c] ). Mr. DeLong has averred that
he has personal knowledge of the statements, and the
Court finds that the statements are admissible.

*5 Paragraphs 50-53, 56, and 60 assert that (a)
State Auto has received sdirected phone calls and
payments intended for Safe Auto, (b) an email was
sent inadvertently to State Auto regarding an audit
scheduled to be conducted upon Safe Auto, and (c)
“water-cooler” type conversations occur confusing
the companies. Citing non-controlling law, Safe Auto
contends that such testimony is hearsay (or double-
hearsay) as it seeks to offer the statements of alleged
callers and/or statements from State Auto employees
other than the deponents. State Auto counters that the
statements are based on the declarants' first-hand
knowledge and are not being offered to prove the
truth of the matter asserted, but are merely statements
made to establish the omgl declarants' state of
mind (confusion). The Court agrees with State Auto
and finds that these statements are admiss@sge.
Fed.R.Evid. 803 Leelanau,452 F.Supp.2d at 786
(holding that such statemtsnare admissible as non-
hearsay or undegRule 803(3); Barrios v. Am. Ther-
mal Instruments, Inc.712 F.Supp. 611, 618 n. 6

(S.D.0Oh.1988)

lll. Motions for Summary Judgment on Plaintiff's
Count I and Il and Defendants' Counterclaims I-IV

A. Summary Judgment Standard

Both parties have moved for summary judgment
under Civil Procedure Rule 56Summary judgment
“should be rendered if the pleadings, the discovery
and disclosure materials on file, and any affidavits
show that there is no genuine issue as to any material
fact and that the movant is entitled to judgment as a
matter of law.”"Fed.R.Civ.P. 56(c)‘In considering a
motion for summary judgment, the district court must
construe the evidence andaw all reasonable infe-
rences in favor of the nonmoving partyRevis v.
Meldrum, 489 F.3d 273, 279 (6th Cir.200(iting
Matsushita Elec. Indus. Co. v. Zenith Radio Corp.,
475 U.S. 574, 587, 106 S.Ct. 1348, 89 L.Ed.2d 538
(1986). “The central issue is ‘whether the evidence
presents a sufficient disagreement to require submis-
sion to a jury or whether it is so one-sided that one
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party must prevail as a matter of law.[d., 489 F.3d

at 279-80(citing Anderson v. Liberty Lobby, Inc.,
477 U.S. 242, 251-52, 106 S.Ct. 2505, 91 L.Ed.2d
202 (1986). See alsaNSM, Inc. v. Tenn. Sales Co.,
709 F.2d 1084, 1086 (6th Cir.198@)olding that the
same summary judgment standard applies to cases of
trademark infringement).

B. Enforceable Trademark

State Auto seeks summary judgment on Safe Au-
to's Count I, regarding whether State Auto has an
enforceable trademark, service mark, or other pro-
prietary rights in the State Auto Logo; and whether
State Auto has abandoned any such rights.

The Lanham Act protects trademarks even if
they are not federally registeréd" Tumblebus Inc.
v. Cranmer,399 F.3d 754, 760-61 (6th Cir.2005)
“Suggestive, arbitrary, and fanciful marks are inhe-
rently distinctive and ar@rotectable so long as the
putative owner has actually used the mai#.; 399
F.3d at 761(citing Two Pesos v. Taco Cabarns)5
U.S. 763, 768, 112 S.Ct. 2753, 120 L.Ed.2d 615
(1992) Circuit City Stores, Inc. v. CarMax, Ind 65
F.3d 1047, 1054-55 (6th Cir.1999)As discussed
below, the Court finds, and Safe Auto does not dis-
pute, that the State Auto o is arbitrary or fanciful.
The parties also do not dispute that State Auto has
actually used the State Autmgo; in fact, the record
is replete with examples of such use.

EN1. State Auto asserts that it obtained fed-
eral registration for the State Auto Logo but
subsequently lost it due to a clerical over-
sight. (Def.'s Mot. 11.)

*6 In Count Il of its complaint, Safe Auto con-
tends that State Auto abandoned its logo by failing to
exercise adequate control over its use by third parties.
Although State Auto moved for summary judgment
on this count, neither party has briefed the issue of
whether State Auto abandoned the State Auto Logo;
therefore, the Court willhot now decide whether
State Auto has abandoned the State Auto Logo. The
Court thereforeDENIES State Auto's motion for
summary judgment on Plaintiff's Count II.

C. Law of Trademark Infringement

The Court will now consider the parties’ motions
for summary judgment on Plaintiff's Count I: Safe
Auto's request for declay judgment on the ques-
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tion of whether Safe Auto has infringed any trade-
mark, service mark, or other proprietary rights of
State Auto. This question of infringement effectively
mirrors State Auto's counterclaims for common law
trademark infringement, false designation of origin
under the Lanham Act, deceptive trade practices un-
der Ohio law, and Ohio trademark infringement.
Plaintiff's Count | and alfour of Defendant's coun-
terclaims turn primarily on whether a likelihood of
confusion exists15 U.S.C. § 1125(a)((g) (provid-

ing a civil action for false designation of origin where
such false designation is likely to cause confusion);
Audi AG v. D'Amato,469 F.3d 534, 542 (6th
Cir.2006) Abercrombie & Fitch Stores, Inc. v. Am.
Eagle Outfitters, Inc.,280 F.3d 619, 626 (6th
Cir.2002)(“the same analysis applies to claims under
Ohio's statutory and common law of unfair competi-
tion and the Lanham Act”) (citingieventhal & As-
socs., Inc. v. Tdmson Cent. Ohidl28 Ohio App.3d
188, 714 N.E.2d 418, 423 (Ohio Ct.App.199Bar-
rios v. American Thermal Instruments, In@12
F.Supp. 611, 613-14 (S.D.Ohio 1988Reed Elsevi-
er, Inc. v. TheLaw.net Corp269 F.Supp.2d 942,
950-951 (S.D.Ohio 2003holding that “[tlrademark
claims brought unde®hio Rev.Code 1329.66r the
common law of Ohio are generally analyzed under
the same framework.... The key inquiry is whether
there is a likelihood for confusion”; deceptive trade
practice claims undedhio Rev.Code § 4165.04lso
turn on “whether the defendant's use of the disputed
mark is likely to cause confusion among consumers
regarding the origin of the goods offered by the par-
ties”) (citing Daddy's Junky Music Stores v. Big
Daddy's Family Music Ctr.109 F.3d 275, 288 (6th
Cir.1997) Coca-Cola Co. v. Procter & Gamble Co.,
822 F.2d 28, 29 (6th Cir.198ock and Roll Hall of
Fame and Museum Inc. v. Gentile Productio®34
F.Supp. 868, 872 (N.D.Ohio 199&Rcated on other
grounds,134 F.3d 749 (6th Cir.1998)see alsaloho
Co. v. Sears, Roebuck & C645 F.2d 788, 791 (9th
Cir.1981)(noting that state law governs an allegation
of common law trademark infringement because
there is no such federal common law) (citihg'l
Order of Job's Daughters v. Lindeburg & C633
F.2d 912, 915 (9th Cir.198D)

*7 To determine whether there is a likelihood of
confusion, the Court considers the following factors
(the “Frisch's factors”): “(1) stragth of plaintiff's
mark; (2) relatedness of the goods; (3) similarity of
the marks; (4) evidence afttual confusion; (5) mar-
keting of channels used; (6) degree of purchaser care;
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(7) defendant's intent ieelecting the mark; and (8)
likelihood of expansion in selecting the marAtdi

AG v. D ‘Amato469 F.3d 534, 542-43 (6th Cir.2006)
(citing Wynn Oil Co. v. Thomas339 F.2d 1183,
1186-90 (6th Cir.1988)Frisch's Restaurants v. El-
by's Big Boy,670 F.2d 642, 648 (6th Cir.1982)
These factors “imply no matmatical precision, and

a plaintiff need not show that all, or even most, of the
factors listed are present amy particular case to be
successful."'Wynn Oil,839 F.2d at 1186'Not all of
these factors will be relevant in every case, and in the
course of applying them, ‘the ultimate question re-
mains whether relevant consumers are likely to be-
lieve that the products or services offered by the par-
ties are affiliated in some way.’ Therma-Scan, Inc.

v. Thermoscan, Inc.,295 F.3d 623, 630 (6th
Cir.2002) (citing Homeowners Group, Inc. v. Home
Mktg. Specialists, Inc.931 F.2d 1100, 1107 (6th

Cir.1991).

“The determination of whether a likelihood of
confusion exists is a mixed question of fact and law.”
Therma-Scan?95 F.3d at 63(citing Data Concepts,
Inc. v. Digital Consulting, Inc.150 F.3d 620, 624
(6th Cir.1998). While any disput@about the evidence
pertaining to theFrisch's factors presents a factual
issue, the “determination of whether a given set of
foundational facts establishes a likelihood of confu-
sion is a legal conclusionTherma-Scan295 F.3d at
630 (citing Data Concepts150 F.3d at 624Home-
owners,931 F.2d at 1107).

To resist summary judgmeon the issue of like-
lihood of confusion, “a nonmoving party must estab-
lish ... that there are genuine factual disputes concern-
ing those of therrisch's factors which may be ma-
terial in the context of the specific caseldmeown-
ers, 931 F.2d at 11Q7“In examining the record to
determine whether a genuine issue of material fact
exists, a court must revieall evidence in the light
most favorable to the nonmoving partyd., 931
F.2d at 1107citing Liberty LobbyA477 U.S. at 255).

D. Analysis of the Frisch's Factors

The Court must determine whether there is a ge-
nuine question of material fact concerning those
Frisch'sfactors which may be material in the context
of this case.

(1) Strength of plaintiff's mark
“This factor focuses omhe distinctiveness of a
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mark and its recognition among the publi€ierma-
Scan,295 F.3d at 63{citing Homeowners931 F.2d

at 1107;Daddy's Junky Music Store$409 F.3d at
280). “Generally, the strength of a mark is the result
of its unique nature, its owner's intensive advertising
efforts, or both.”ld., 295 F.3d at 63{citing Daddy's
Junky Music Stored,09 F.3d at 280)A trademark's
distinctiveness and resulting strength also [depend]
partly upon which of four categories it occupies: ‘ge-
neric, descriptive, suggestive, and fanciful or arbi-
trary.” " 1d., 295 F.3d at 631citing Daddy's Junky
Music Stores109 F.3d at 280).

*8 “[A]n arbitrary mark has a significance rec-
ognized in everyday life, but the thing it normally
signifies is unrelated tdhe product or service to
which the mark is attached, such as CAMEL ciga-
rettes or APPLE computersDaddy's Junky Music
Stores, 109 F.3d at 280-8{internal quotation marks
and citations omitted). A fanciful or arbitrary mark
represents the far extrerna “a spectrum of increas-
ing strength” among the categories; however, “[e]ven
an arbitrary trademark is nat strong mark ... if it
does not achieve broad public recognition across
product lines." Therma-Scan295 F.3d at 631quot-
ing Daddy's Junky Music StoresQ9 F.3d at 280-81;
Homeowners931 F.2d at 1107).

The Court agrees with State Auto, and Safe Auto
does not dispute (Pl. Mem. Contra 20), that the State
Auto Logo is arbitrary ofanciful because the combi-
nation of the letters “S” and “A” have no recognized
meaning in everyday spe® nor do they have any
inherent connection with the sale of insurance servic-
es.SeeDaddy's Junky Music StoreB)9 F.3d at 281

State Auto also assertsathits logo enjoys broad
public recognition, citing its advertising activities and
the initial recognition ratén the Simonson Survey.
State Auto presented evidence that it spent over $8
million on advertising between 2001 and 2007 and
that it uses the State Auto Logo in various media in-
cluding the State Auto website, billboards, television,
newspapers, magazines, and sporting event sponsor-
ships in 33 states. (Def. Mot. Exs. 8; Ex. 4, Harper
Dep. 31.) The Sixth Ciréuhas noted that “evidence
of advertising budgets ... has an attenuated link to
actual market recognition.”"Homeowners931 F.2d
at 1108

State Auto also points out that the Simonson
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Survey showed #t the companypame,“State Auto,”
enjoys an initial recognition rate of approximately
50% out of 407 survey respondents in eight cities in
Pennsylvania, Ohio, Kentucky, Indiana. (Simonson
Survey at 4, 8, 9.) The Simonson Survey did not,
however, measure public recognition of the State
Auto Logo, but rather provided a measure only of
name recognition. (Simonson Survey; Simonson Dep.
7))

Representatives of State Auto have acknowl-
edged that State Auto's name recognition has been
weaker than desired. Robert Restrepo, State Auto's
Chairman, Chief Executive Officer, and President,
testified as follows:

| interviewed the top 50 people in the company, ...
had road shows where | visited all of our regional
operations, had telephone calls and separate meet-
ings with a wide array of agents that | represented.
And in the process of conducting those interviews
and discussions one of the areas of frustration that |
heard from a variety of folks ... was our lack of
name recognition.

(Restrepo Dep. 13.) When asked about his per-
ception of the recognition dhe State Auto brand at
the time that he joined State Auto, he replied:

| felt that within the industry it was very well
known, very well respected. And by “the industry”

| mean companies doing business in the Midwest
in our space, property drcasualty, and companies
wanting to do business. We were also very well
recognized by independent agents and the indepen-
dent agency associations as being a very well-
respected regional company.

*9 ..

But the frustration was that it wasn't as well known
or was very-had a very poor name recognition out-
side of the industry, both the agents as well as the
companies.

[Question] So your perception at the time that you
joined of the recognition of the State Auto brand to
the end consumer was that it was not very well
known at that point?

[Answer] That's correct.
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(Restrepo Dep. 15-16.) Consistent with Mr. Re-
strepo's testimony, the Sixth Circuit has found that
“the fact that [the plaintff deals strictly with real
estate brokers suggests that any recognition that [the
plaintiff's] marks have may be limited to the narrow
universe of real estate brokers and salespeople who
purchase specialized comroiad products from [the
plaintiff].” Homeowners,931 F.2d at 11Q08The
same analysis that the Sixth Circuit applied to real
estate brokers also applies to insurance agents.

The Court finds that there is no genuine question
of material fact as to the strength of the State Auto
Logo. While State Auto has presented evidence of
public recognition of its name, it has presented no
non-attenuated evidence of broad public recognition
of its logo; therefore, the Court finds that the State
Auto Logo is relatively weak.

(2) Relatedness of the goods

The relatedness inquiry does not require direct
competition, but rather focuses on whether the goods
or services are marketed and consumed in a manner
that is conducive to consumer confusion.

In Homeownersthe plaintiff offered marketing
services for commission-based real estate brokers,
and the defendant was a non-commission (flat fee)
real estate brokeldomeowners931 F.2d at 1108
The district court found that both parties operated in
the area of real estate brokerage and that the defen-
dant directly competed witthe plaintiff's customers.
Id., 931 F.2d at 1108The Sixth Circuit found that,
while the district court's findings were ‘“literally
true,” “the relatedness inquiry is not so superficial as
the District Court's [findings] impl[y].” The Court
first noted that there are three general categories of
cases with respect to relatedness of the goods: (1)
cases with “direct competition of services, in which
case confusion is likely ithe marks are sufficiently
similar”; (2) cases in which “services are somewhat
related but not competitive, so that likelihood of con-
fusion may or may not result depending on other fac-
tors”; and (3) cases in wdh “services are totally
unrelated, in which case confusion is unlikelid”,

931 F.2d at 1104citing AMF, Inc. v. Sleekcraft
Boats,599 F.2d 341, 348 (9th Cir.1979he Court
suggested that thHdomeownersase may have fit the
second description, finding that:
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The companies operate at different levels in the
broad real estate industry and sell to two complete-
ly distinct sets of buyers. While Homeowners and
Specialists are not competitors, neither can it be
said that their services are totally unrelated since
both companies participate in the real estate indus-
try. However, servicesre ‘related” not because
they coexist in the same broad industry, but are
“related” if the services are marketed and con-
sumed such that buyers are likely to believe that
the services, similarly marked, come from the same
source, or are somehow rmoected with or spon-
sored by a common company.

*10 Homeowners931 F.2d at 1109emphasis
added).

To the extent that Safe Auto and State Auto
compete with each other-consumers may choose to
purchase car insurance directly or through an agent-
the Court finds that the parties fit the first description,
as direct competitors. To the extent that the parties do
not compete with each othéue to different channels
and target markets, the Court finds that the parties
generally fit the second description, as suggested by
the Sixth Circuit inHomeownersThe relevant ques-
tion is whether “the services are marketed and con-
sumed such that buyers are likely to believe that the
services, similarly marked, come from the same
source, or are somehow ceauted with or sponsored
by a common company.”"Homeowners931 F.2d at
1109 Assuming that the services were similarly
marked, the Court finds &b the services are mar-
keted and consumed such that buyers would be likely
to believe that they are somehow connected. The ser-
vices are therefore related.

(3) Similarity of the marks

“Similarity of marks is afactor of considerable
weight.” Daddy's Junky Music Store409 F.3d at
283 (citing Champions Golf Club v. Champions Golf
Club, 78 F.3d 1111, 1119 (6th Cir.1996)When
analyzing similarity, courts should examine the pro-
nunciation, appearance, anerbal translation of con-
flicting marks.”Id., 109 F.3d at 28%citing Wynn Qil,
839 F.2d at 1188)The Court should not, however,
conduct “a simple side-bside comparison of the
trademarks in question”; rather, “the relevant inquiry
is whether a particular trademark, when viewed
alone, would lead to uncertainty about the goods or
services that it identifies.’ld., 109 F.3d at 283;
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Therma-Scan295 F.3d at 633Therefore, “courts
must view marks in their érety and focus on their
overall impressions, not individual featureg:her-
ma-Scan,295 F.3d at 633citing Homeowners931
F.2d at 1109quoting Daddy's Junky Music Stores,
109 F.3d at 283).

Focusing on the overall impression of the Safe
Auto Logo and the State Auto Logo, the Court is
inclined to find that they are only slightly similar.
Both marks incorporate thetters “S” and “A,” and
have no other imagery, except that Safe Auto asserts
that the negative space in itgjo is in the shape of a
rear-view mirror. While the Safe Auto Logo clearly
constitutes a separate “S” and “A,” those two letters
overlap in the State Auto Logo. In fact, in the ab-
sence of the company name, one could reasonably
believe that State Auto's logo consisted of only a sty-
lized “A,” or even fail to recognize any letters at all
in the State Auto Logo. While the Court is inclined to
believe that the marks are dissimilar, it finds that a
reasonable factfinder could conclude that the Safe
Auto Logo, when viewed alone, could lead to uncer-
tainty about the services that it identifies. There is
therefore a genuine question of material fact concern-
ing the similarity of the marks.

(4) Evidence of actual confusion

*11 “Evidence of actual confusion is undoubted-
ly the best evidence of likelihood of confusion.”
Daddy's Junky Music Store$09 F.3d at 283%citing
Wynn Oil, 839 F.2d at 1188)State Auto has pre-
sented evidence of actual confusion both before and
after the introduction of the Safe Auto Logo; howev-
er, it has not presentedyarvidence suggesting that
such confusion is a result of the Safe Auto Logo ra-
ther than the parties' very similar names. Safe Auto,
on the other hand, has presented a survey concluding
that “there is 0% likelihood of confusion between
Safe Auto and State Auto due to the use of the initials
“SA” in the [Safe Auto Logo].” (McCullough Report
3 (Doc. 33-1).) State Auto's expert, Dr. Simonson,
presents several criticisms of the survey and opines
that the “the actual percentage of those confused [in
the McCullough survey] was 31% and we cannot
determine what percentage of these was indeed not
due to the SA logo.” (Simonson Decl. Ex. 2 at 28
(Doc. 60-6).) Because neither party has introduced
non-expert evidence of actusonfusion attributed to
the Safe Auto Logo, the nevidence of such confu-
sion is that presented by competing experts.
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“[WJithout more evidence to support either [party's]
position, the conflicting opinions of the experts [indi-
cate] that questions of fact remaiéx. Gas Trans-
mission, LLC v. Butler County Bd. of Commxg.
1:06-cv-440, 2007 U.S. Dist. Lexis 91297, *18
(S.D.Oh. Dec. 12, 2007).

(5) Marketing channels used

For this factor, courtsanduct an “analysis of the
parties’ predominant customers” and consider the
parties' respective marketing channels to determine
“how and to whom the resptive goods or services
of the parties are sold,” as “[t]here is less likelihood
of confusion where the gosdre sold through differ-
ent avenues.Therma-Scan295 F.3d at 636l eela-
nau, 502 F.3d at 519quotingGen. Motors Corp. V.
Keystone Auto. Indus., Inct53 F.3d 351, 357 (6th

Cir.2006).

Safe Auto markets and sells directly to consum-
ers. State Auto markets to independent agents and
consumers but sells only through independent agents.
According to State Auto's filings with the Securities
and Exchange Commission, it considers independent
insurance agents to be its primary custome8ge(
State Auto 2004 Annual Report at 4 (Doc. 40-11)
(“Because independent insa agents significantly
influence which insuranceompany their customers
select, management views the Company's indepen-
dent insurance agents #s primary customers.”).)
Moreover, Safe Auto contends that the parties cater
to very different types of customers, with Safe Auto
selling insurance primarilyto “economically chal-
lenged” customers and relatively high-risk drivers.

On the other hand, both parties engage in mar-
keting activities directed toward the general popula-
tion of car insurance purchasers. Moreover, State
Auto offers a state-minimum “nonstandard” type of
car insurance similar to that offered by Safe Auto,
presumably serving customers similar to those of
Safe Auto (and presumably competing directly with
Safe Auto),

*12 While there is some overlap in the parties'
marketing channels, the Court finds that they are sig-
nificantly different.

(6) Degree of purchaser care
In assessing the likelihood of confusion to the
public, courts generally use the standard of the typi-
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cal buyer exercising ordinary cautidHomeowners,

931 F.2d at 1111"However, when a buyer has ex-
pertise or is otherwise more sophisticated with re-
spect to the purchase of the services at issue, a higher
standard is proper,” although purchaser expertise
“does not necessarily preclude a finding that confu-
sion is likely.” 1d., 931 F.2d at 1111“Similarly,
when services are expensivr unusual, the buyer
can be expected to exeyeigreater care in her pur-
chases. When services are sold to such buyers, other
things being equal, there is less likelihood of confu-
sion.” 1d.,931 F.2d at 1111

To the extent that State Auto's decision-making
customers are independensurance agents, analog-
ous to the “sophisticated commercial buyers who are
purchasing business services or services for resale in
the course of their business” iHomeownersthe
likelihood of confusion is lowerSeeHomeowners,
931 F.2d at 1111To the extent that end consumers
make the decision to purchase State Auto insurance,
that company's customesese not sophisticated. Be-
cause car insurance is an expensive purchase, howev-
er, such customers are lilgelo exercise greater care
in their purchases, decreasing the likelihood of con-
fusion.Seed., 931 F.2d at 1111

(7) Defendant's intent in selecting the mark

Safe Auto asserts that it created its logo in good
faith, explaining that “the people at Safe Auto in-
volved with the selection of the Safe Auto logo did
not know [State Auto] evehad a logo.” (Pl.'s Mot.
37.) State Auto countersah“the Chairman and Pres-
ident of Safe Auto have known of State Auto since
the early 1980s, in part because they both drove past
State Auto's corporate ehdquarters regularly.”
(Def.'s Mot. 19.) The only other evidence that State
Auto presents to suggest that Safe Auto had know-
ledge of the State Auto Logo is Safe Auto's failure to
consult a trademark attorney conduct a clearance
search before adopting the Safe Auto Logo, a failure
which State Auto contends is “indicative of an intent
to remain willfully ignorant” of the State Auto Logo.
(Diamond Dep. 39 (Doc. 43-15); Def.'s Mem. Contra
Pl.'s Mot. Monetary Counterclaims 7.) The Court
finds that State Auto hgsresented insufficient evi-
dence to create a genuine question of material fact as
to Safe Auto's intent.

(8) Likelihood of expansion
Safe Auto admits that it has considered expand-
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ing its insurance offerings to higher levels of liability
coverage and to non-automobile applications such as
insurance for motorcycle owners and apartment ren-
ters, but asserts that “it has not decided anything yet.”
(Capalino Dep. 149-50; Diamond Dep. 16; Pl.'s Mot.
38.) Although Safe Auto downplays the likelihood of
expansion, the Court finds that the company likely
plans such expansion.

*13 In conclusion, having considered each of the
Frisch'sfactors, the Court finds the following: (1) the
State Auto Logo is relatively weak, a factor weighing
in favor of Safe Auto; (2) the services are related, a
factor weighing in favor ofState Auto; (3) there is a
genuine question of materifédct concerning the si-
milarity of the marks, “afactor of considerable
weight”; (4) there is a genuine question of material
fact as to whether actual confusion has occurred; (5)
while the parties' marketing channels overlap to an
extent, they are signdfantly different, a factor
weighing in favor of Safe Auto; (6) State Auto's cus-
tomers are either highlgophisticated, or they are
likely to exercise greater &in ordinary care in their
purchases, a factor weighing in favor of Safe Auto;
(7) there is no direct evidencé Safe Auto's intent to
create a logo similar to the State Auto Logo, a factor
weighing in favor of Safe Auto; and (8) Safe Auto
likely plans expansion into higher levels of liability
coverage and non-automobile applications, a factor
weighing in favor of State Auto. While several of the
factors point in opposing directions, the Court finds
there is a genuine question of material fact concern-
ing at least one significantipaterial factor: similari-
ty of the marks. Because likelihood of confusion is
crucial to Plaintiff's Count | and Defendants' counter-
claims, both parties' motions for summary judgment
on Plaintiff's Counts | and Il and Defendant's Coun-
terclaims I-IV must b&©ENIED.

IV. Motion for Summary Judgment on Defendant's
Monetary Counterclaim

Plaintiff has moved for summary judgment on
Defendant's request for “all damages suffered and/or
recoverable as a result of Plaintiff's acts.” (Pl.'s Mot.
1; Answer 8.) Because ¢hCourt has denied both
parties’ motions for summary judgment, the Court
finds that the issue of damages is not ripe for deci-
sion. The Court therefoleENIES without prejudice
Plaintiff's motion as to Defendant's monetary coun-
terclaims.
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V. Conclusion

For the reasons discussed above, the (dHrt
NIES Plaintiff's Motion to Strike (Document 57);
DENIES the parties' motions for summary judgment
on Plaintiff's Counts | and Il and Defendants' Coun-
terclaims I-1V (Documents 40 and 43), aD&NIES
without prejudice Plaintiff's Motion for Summary
Judgment on Defendant's Monetary Counterclaims
(Document 41).

IT IS SO ORDERED.

S.D.0Ohio,2009.
Safe Auto Ins. Co. v. State Auto. Mut. Ins. Co.
Slip Copy, 2009 WL 3150328 (S.D.Ohio)

END OF DOCUMENT
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United States District Court,
E.D. Kentucky,
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STATIC CONTROL COMPONENTS, INC., Plain-
tiff/Counterclaim Defendant,
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LEXMARK INTERNATIONAL, INC., Defen-
dant/Counterclaim Plaintiff,
V.
Ner Data Products, Inc., at, Counterclaim Defen-
dants.

Civil Action Nos. 5:02-571, 5:04-84.
May 12, 2007.

Named Expert: Eric Gaier, Paul K. Meyer, Dr. Garth
L. Wilkes, Dr. Charles Reholtz, J. Michael Thesz,
Esq., Bruce Nauman, Larry Evans, BiexanderJ.
Simonson, A.B., J.D., Ph.D., William O. Kerr, Dr.
Richard Germain, Ph.D., Dr. Gregory Vistnes, John
Bone

Ann M. Brose John R. FuiszMelise R. Blakeslee
Stefan M. MeisnerWilliam H. Barrett McDermott,
Will & Emery, LLP, for Defendant/Counterclaim
Plaintiff.

Seth D. GreensteirConstantine Cannon, PC, Wash-
ington, DC, Matthew F. Weil McDermott, Will &
Emery, Irvine, CA Mickey T. Webster Wyatt, Tar-
rant & Combs LLP, Lexington, KYSteven L. Snyd-
er, W. Craig Robertson, lJIWilliam H. Hollander
Wyatt, Tarrant & Combs, LLP, Louisville, KY, for
Plaintiff/Counterclaim Defendant.

ORDER
GREGORY F. VAN TATENHOVE District Judge.

*1 This matter is before the Court on twelve ex-
pert-related motions limine filed by the parties. [R
702, 704, 705, 707, 722, 773, 775, 806, 829, 835,
836, & 842]. All motions have been fully briefed and
are now ripe for reviewSeeL.R. 7.1(c). According-
ly, and for the reasons set forth in this Order, the Mo-
tions at Record Nos. 702, 704, 705, 707, 722, 773,
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775, 806, 829, 835, 836, & 842 will be denied.

l.
BACKGROUND

For the sake of judicial economy, this Court will
not delve into the facts of the instant action for the
purposes of this Opinion. All facts set forth in this
Court's previous orders are incorporated fully herein.
Turning to the Motions before the Court, the Court
will first set out the relevant standards for the admis-
sion of expert testimony and opinions. Then, the
Court will examineeach of the expert-related eviden-
tiary motionsin limine.

Il.
DISCUSSION

A. APPLICABLE STANDARDS FOR EXPERT
OPINIONS AND TESTIMONY

This Court is charged with determining all pre-
liminary questions of admissibilitySeeFed.R.Evid.
104(a) As a threshold matter, “evidence having any
tendency to make the existence of any fact that is of
consequence to the determination of the action more
or less probable than it would be without the evi-
dence” is relevant-ed.R.Evid. 401Generally, “[a]ll
relevant evidence is admissible, ... [and e]vidence
which is not relevant is not admissiblé&&d.R.Evid.
402

While the admissibility of evidence can be gen-
erally determined by its relevance, the nature of ex-
pert testimony and its potential impact on the trier of
fact requires that it be given a particularized delibera-
tion. The Federal Rules of Evidence set forth the
guidelines by which the admissibility of expert testi-
mony should be analyzed:

If scientific, technical or other specialized know-
ledge will assist the trier of fact to understand the
evidence or to determinefact in issue, a witness
qualified as an expert by knowledge, skill, expe-
rience, training, or education, may testify thereto in
the form of an opinion or otherwise, if (1) the tes-
timony is based upon sufficient facts or data, (2)
the testimony is the product of reliable principles
and methods, and (3) the witness has applied the
principles and methods reliably to the facts of the
case.

Fed.R.Evid. 702 Essentially,Fed.R.Evid. 702
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sets forth a two part test for admitting expert testimo-
ny: (1) is the expert qualified and the testimony relia-
ble; and (2) is the evidence relevant and helpful to the
trier of fact.See alsdJ.S. v. Jones]107 F.3d 1147,
1156 (6th Cir.1997)While the case law interpreting
this Rule contains a number of principles, the deci-
sion regarding expert testimony admissibility ulti-
mately lies in a fact-intensive analysis that is particu-
lar to each circumstance and subject to the discretion
of the trial courtSeeKumho Tire Co. v. Carmichael,
526 U.S. 137, 149-151, 119 S.Ct. 1167, 143 L.Ed.2d
238 (1999) The burden of establishing reliability,
however, rests with the proponent of the testimony.
SeeNelson v. Tenn. Gas Pipeline C243 F.3d 244,
251 (6th Cir.2001)

*2 First, this Court must determine whether the
testimony meets the first prong of the analysis-
reliability. Since the U.S. Supreme Court's decision
in Daubert v. Merrell Dow Pharmaceuticals, Inc.,
509 U.S. 579, 113 S.Ct. 2786, 125 L.Ed.2d 469
(1993) a district court's primary role is one of “gate-
keeper” and that role requires it to “ ‘determine
whether the principles and methodology underlying
the testimony itself are valid'...Pride v. BIC Corp.,
218 F.3d 566, 577 (6th Cir.200@yuoting United
States v. Bondg,2 F.3d 540, 556 (6th Cir.1993)n
making this determination, the Court can consider the
following four factors: (1) the testable nature of the
hypotheses; (2) whether the methodology has been
subject to peer review; (3) rate of error associated
with the methodology; and (4) whether the metho-
dology is generally accepted in the fiéld.Daubert,
509 U.S. at 593-594t is important to note that these
factors do not constitute the definitive checklist and
district courts have flexibility, particularly in non-
scientific, specialized testimonysee Kumho Tire
Co.,526 U.S. at 149-15X%ee alsdFirst Tenn. Bank
Nat. Ass'n v. Berreto268 F.3d 319, 334 (6th
Cir.2001) In determining whether a particular me-
thodology is reliable, this Court is not required to
“admit opinion evidence thas connected to existing
data only by thépse dixitof the expert."'SeeKumho
Tire Co.,526 U.S. at 158Further, this Court can
only determine whether the principles and methodol-
ogy underlying the testimony itself are valid and may
not question an otherwise valid methodolofau-
bert, 509 U.S. at 596see alsdJ.S. v. Bondsl2 F.3d
540, 556 (6th Cir.1993)The weight of witness testi-
mony is a question usually reserved exclusively for
the trier of fact.
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EN1. After the U.S. Supreme Court decision
in Daubert,the “general acceptance” test es-
tablished inFrye v. United States293 F.
1013 (D.C.Cir.1923)was rejected as the de-
terminative factor in the admissibility of ex-
pert testimony. InDaubert, the high Court
held that theFrye test was superseded by
Federal Rule of Evidence 702Daubert,
509 U.S. at 588-58%Postbaubert, general
acceptance is merely one of several factors
to be consideredee idat 594.

Next, this Court must determine whether the tes-
timony meets the second prong of the analysis-
relevance. To be relevant in this context, the testimo-
ny must be helpful to the jury in understanding the
evidence or determining a fact in iss@aubert, 509
U.S. at 591 This analysis has been described as one
of “fit.” See id.To be an appropriate “fit,” the expert
testimony must be “sufficigly tied to the facts of the
case that it will aid the jurin resolving the issues at
hand or understanding the evidence presented.”

After completingRule 702s two-prong analysis,
this Court must determine whether any other eviden-
tiary rules bar admission of the expert's opinion. For
example, the evidence might be excluded umael-
eral Rule of Evidence 40Q3vhich states: “Although
relevant, evidence may be excluded if its probative
value is substantially outweighed by the danger of
unfair prejudice, confusioof the issues, or mislead-
ing the jury, or by considerations of undue delay,
waste of time, or needlepsesentation of the cumula-
tive evidence.” There also giit be hearsay concerns
with the proffered evidence.

This Court must also determine if the evidence is
admissible pursuant to the Federal Rules of Civil
Procedure's expert restrictions. Fisgderal Rule of
Civil Procedure 2@overns the expert's report and the
information which must be disclosed. Thérederal
Rule of Civil Procedure 3'Aaddresses the sanctions
that may be levied for a party's failure to properly
comply with expert discovery procedures.

*3 Initially, if a party has retained or employed
an individual that it intends to call as an expert at the
trial of a matterFederal Rule of Civil Procedure 26
mandates that the initial pretrial expert disclosure
consist of a written report signed and prepared by the
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expert.SeeFed.R.Civ.P. 26(a)(2)(B)n addition, the
Rule sets out specific requirements for the contents of
the written report:

(1) complete statement of all opinions to be ex-
pressed and the basis and reasons therefor; (2) the
data or other information considered in forming the
opinions; (3) any exhibits to be used as a summary
of or support for the opinions; (4) qualifications of
the witness including a list of all publications au-
thored by the witness within the preceding ten
years; (5) the compensation to be paid for the study
and testimony; and (6) a listing of other cases in
which the witness has testified as an expert at trial
or by deposition withirthe preceding four years.

Id. The report is intended to reflect the testimony
that the expert will give at trial. By requiring parties
to provide this information early in the pretrial pro-
ceedings, parties can effectively prepare for trial
while at the same time avoid incurring the expense of
costly and uninformed expert depositioigee e.g.,
Sharpe v. United States,203 F.R.D. 452
(E.D.Va.2005)(discussing the Advisory Committee
Notes surrounding the intent of the amendment of
Rule 26to require particularity in expert reports).
Where there is an “absenceroéaningful analysis or
reasoning,” expert testimony must be excludsee
Brainard v. Ame. Skandia Life Assur. Cor32 F.3d
655, 664 (6th Cir.2005)itations omitted)seeSmith
v. Baptist Healthcare Sys., In@3 Fed. Appx. 499,
501 (6th Cir.2001)excluding proposed expert testi-
mony whereRule 26report did not contain sufficient
reasoning to support opinions). Thaile 26 report
must “outline a line of reasoning arising from a logi-
cal foundation” because “ ‘[a]n expert who supplies
nothing but a bottom line supplies nothing of value to
the judicial process.’ SeeBrainard, 432 F.3d at 664
(quotingMid-State Fertilizer Co. v. Exch. Nat'l Bank,
877 F.2d 1333, 1339 (7th Cir.1989)

In addition to establishing specific requirements
for the information contained in the expert report, the
sanctions for non-compliance are equally precise.
Federal Rule of Civil Procedure rovides, in rele-
vant part:

A party that without substantial justification fails
to disclose information required yule 26(a)or
26(e)(1)or to amend a prior response to discovery
as required byRule 26(e)(2)is not, unless such
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failure is harmless, permitted to use as evidence at
a trial, hearing, or on a motion any witness or in-
formation not so discloseth addition to or in lieu

of this sanction, the court, on motion and after af-
fording an opportunity to be heard, may impose
other appropriate sanctions. In addition to requiring
payment of reasonable genses, including attor-
ney's fees, caused by the failure, these sanctions
may include any of the actions authorized under
Rule 37(b)(2)(A), (B), and (Cand may include in-
forming the jury of the failure to make the disclo-
sure.

*4 Fed.R.Civ.P. 37(c)(1)(emphasis added).
Those courts considering the implicationRifle 37
on theRule 26expert requirements consistently hold
that exclusion is an appropriate remedy well within
the Court's discretionSee, e.g.Sommer v. Davis,
317 F.3d 686, 692 (6th Cir.200@)oting that failure
to disclose expert or tender report undile 26
within time allotted results in exclusion undeule
37); King v. Ford Motor Co.209 F.3d 886, 900-901
(6th Cir.2000)(stating that information not contained
in the Rule 26report will not be admissible at trial
pursuant tdRule 373. The Rule contains an exception
when the tendering party makes a showing of “sub-
stantial justification” and harmlessness in the non-
complianceFed.R.Civ.P. 37(c)(1)Courts construing
this exception note that the omission or noncom-
pliance must be harmless which means an “honest
mistake on the part of a party coupled with sufficient
knowledge on the part of the other part@émmer,
317 F.3d at 692 (6th Cir.200@)itations omitted).

B. MOTIONS ADDRESSING EXPERT OPI-
NIONS AND TESTIMONY

1. Opinions of Eric Gaier on Non-Subject Car-
tridges [R. 702]

Pursuant to Fed.R.Evid. 702, SCC seeks to ex-
clude the expert testimony of rebuttal expert Eric
Gaier (“Gaier”) on “non-subject cartridges.” [R. 702].
SCC defines “non-subject cartridges” as those “com-
patible with Lexmark printers for whichLexmark
does nobffer Prebate-labeled cartridgesld.]. Spe-
cifically, SCC challenges Gaier's testimony as unreli-
able and biased because “Gaier bexmark is able
or willing to identifywho selected the data that Gaier
analyzed othow it was selected.”Ifl.]. The crux of
SCC's argument is two-fold: (1) that, during his de-
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position testimony, Gaier was unable to recall the
exact source (e.g., who Béxmark provided it and
what particular models were addressed) of the data
upon which he relied to complete his report; and (2)
that Gaier only considered 4 of the 19 applicable non-
subject cartridgesld.; R. 786]. Further, SCC com-
plains that_exmark failed to produce the underlying
data when requested to do so as part of the discovery
process.If.].

In responseLexmark contends that all data
upon which Gaier relied in conducting his analysis
and completing his report has been provided to SCC.
[R. 732]. Further,Lexmark contends that the data
relied upon by Gaier was not a sample, but rather the
entirety ofLexmark's sales data on both subject and
non-subject cartridges, andentifies the models for
which non-subject cartridge sales data was provided.
[1d.]. According toLexmark, Gaier utilized the sales
data it provided to him regarding non-subject car-
tridges for which it had a remanufacutring program,
and that Gaier applied that data to the entirety of the
Cap Ventures sales data for all lofxmark's car-
tridge sales.Ifl.].

While its true that some courts exclude expert
testimony if the data set is an unrepresentative sam-
ple, it is not clear to the Court that the data relied
upon by Gaier is necessarily biased to justify exclu-
sion. For example, in the case cited most often by
SCC, the Court held that:

*5 Most statistical analyses pertinent to judicial
proceedings, and certainly those dealing with eco-
nomic and antitrust issues, are not based on rando-
mized controlled experiment Rather they are ob-
servational studies grounded ieal world data.
Consequently, they cannot be held to the same ri-
gid standards of scientific precision. Nevertheless,
the reliability of any analysis depends upon an un-
biased selection of sample data.

U.S. Info. Sys., Inc. v.thBroth. of Elec. Work-
ers Local Union No. 3, AFL-CIO313 F.Supp.2d
213, *233 (S.D.N.Y.,2004)internal citations omit-
ted) (emphasis added). In this case, the expert's testi-
mony was excluded because the “sample data” was
chosen by the plaintiff'tawyers and related specifi-
cally to their damages claims. The sample was based
on “a sample of the universe of telecommunications
projects chosen by means thfe discovery process.
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And, as discussed above, that process was systemati-
cally biased to select pegjts with the very price dif-
ferential that Dr. Dunbar's [the expert's] analysis was
designed to test for.Id. at 234.These are very dif-
ferent facts than those presented by Gaier's testimony
and the data at issue.

First, the summary sales data providedLex-
mark is not a sample, but rather appears to be the
entirety of that “real wod data” relating to the non-
subject cartridges for whidhexmark had a remanu-
faturing program. Both parties agree that Gaier con-
sidered the Cap Ventures data, and then applied the
relevant summary sales data to differentiate between
sales of new cartridges and those sales of remanufac-
tured cartridges for certain programs. The testimony
is intended to rebut the testimony provided by SCC's
expert, Gregory Vistnes. Thus, only a portion of the
data considered by Gaier is challenged by SCC. Fur-
ther, the summary sales data was provided dx-
mark to Gaier, and SCC concedes that it too pos-
sesses all of that data. SCC challenges this portion
because it doesn't know how or why the data was
chosen, but that alone doest make the data biased.

In his deposition, Gaier did not recollect exactly these
answers, but indicated thiaé could review his notes
and the data and provide that information; therefore,
SCC's criticism on this point is somewhat overstated.
Regardless, his lack of recollection during the deposi-
tion make the testimony less credible before a jury,
and SCC has the opportunity explore these issues
on cross-examination and to rebut it with the testi-
mony of its own expert. The real contention of SCC
appears to be that the “results” and “conclusions”
reached by Gaier are inaccurate because he didn't
consider the appropriate data or all of the data which
SCC believes is relevant to support its own antitrust
claims. Again, these argums go to the weight of
the proposed testimony rather than its reliabil8ge
U.S. v. Bonds]2 F.3d 540, 561-563 (6th Cir.1993)
(“Disputes about specific techniques used or the ac-
curacy of the results generated go to the weight, not
the admissibility of the scientific evidence.... We hold
that questions about the acacy of results are mat-
ters of weight, not admissibility.”)Viterbo v. Dow
Chem. Co.826 F.2d 422, 422 (5th Cir.1987) (noting
that the “bases and sources” of an expert's opinion go
to its weight rather than admissibility). Bonds,the
Sixth Circuit held that “criticisms about the specific
application of the procedure used or questions about
the accuracy of the test results do not render the
scientific theory and methodology invalid or destroy
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their general acceptance. These questions go to the
weight of the evidence, not the admissibilitid”

*6 Accordingly, the Court finds the testimony
appropriately admissible undéed.R.Evid. 702and
SCC's Motion will be denied.

2. Opinions of Paul K. Meyer [R. 704]

SCC moves this Court to exclude the testimony
of Paul K. Meyer (“Meyer”) pursuant téederal
Rules of Evidence 40203 and702 [R. 704].Lex-
mark has proferred Meyer as a patent damages ex-
pert on the royalty base owed t@xmark due to
alleged infringement. In support of its Motion, SCC
makes three basic arguments: (1) that Meyer's testi-
mony relies on an invalid “enablement” theory of
causation; (2) that he includes SCC microchips with
“non-infringing” uses in hisnalysis; and (3) that he
improperly relies on contributory patent infringement
when Lexmark has “disclaimed” that theory of lia-
bility. [Id.]. Lexmark objects, and contends that
Meyer, a damages expert, does not intend to testify as
to causation, but rather assumed “liability” in reach-
ing his damages calculations based solelyLer-
mark's allegations of infringement. [R. 739ex-
mark concedes, however, that Meyer considers all
SCC microchips in his analysis, but notes that such
evidence may change depending on the ultimate
proof presented at trial and the conclusions of liabili-
ty found by the trier of factld.]. Accordingly,Lex-
mark argues, since SCC has not challenged the me-
thodology utilized by Meyer (other than his inclusion
of all SCC microchips), his testimony is admissible.
[Id.]. The Court agrees.

While SCC raises concerns about Meyer's as-
sumption of liability and the “theories” of causation
presented in his repottexmark proffers Meyer as a
damages expert only. Therefore, Meyer will not
present any testimony to the jury regarding causation.
It is not unreasonable for Meyer to have assumed
validity and infringement in order to assess damages
in favor of Lexmark-he is their damages expert and
Lexmark does claim infringement. Moreover, given
the phasing of this trial, the jury will have already
decided ultimate issues of validity, infringement, and
inducement before Meyer takes the stand. In addition,
after reviewing Meyer's proposed testimony, it is
clear that Meyer does not intend to opine on in-
fringement or validity, and specifically disclaims it;
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The issues addressed in this section are based upon
my understanding ofexmark's patent infringe-
ment allegations.” These allegations are beyond the
scope of my testimony as a damages expert; rather,
counsel asked that | assume that the defendants in
this matter infringd_exmark's intellectual proprie-

tary rights as alleged and that the patents-in-suit are
valid.

[Id.; Attach. 1]. Meyer states in his deposition
that he is not opining as to infringement, but that he
is merely assuming it for purposes of making his
damages calculations. [R. 739]. Although SCC cor-
rectly points out that Meyer uses words like “contri-
butory” and “enable,” the Court views that as seman-
tical rather than substantive. Further, to the extent
Lexmark has disclaimed a theory of liability, or a
theory of liability is invalid, such theories obviously
will not be presented to the jury. It is this Court that
determines the law which appli€eeAmes v. Dyne,
No. 95-3376, 1996 WL 662899, *1, *4, 100 F.3d 956
(6th Cir. Nov.13, 1996)table decision) (it is the
“sole province of the trial court to instruct the jury on
the law an its applicability .”). In any event, Meyer's
testimony regarding damages will not be presented to
the jury until these issues of infringement have been
decided by a trier of fact, and he will not be permitted
to revisit those issues in a manner inconsistent with
the jury verdict.

*7 Finally, regarding SCC's concern that Meyer
includes microchips with non-infringing usdsex-
mark agrees that this is a disputed issue of fact to be
decided by the jury, and that Meyer's damages testi-
mony will be appropriately limited based on the de-
termination reached by the jury. [R. 739]. In his de-
position testimony, Meyer concedes that his calcula-
tions may have to be reduced depending on court
rulings and/or proof presented at tridd.]. Accor-
dingly, this Court concludes that Meyer's testimony is
both relevant and reliable und&ederal Rules of
Evidence 402403 and702, consistent with this opi-
nion, and SCC's Motion will be denied.

3. Testimony of Goldsein and Nimmer [R. 705].

In this Motion, SCC seeks to exclude or limit
certain portions of the proposed testimony of Jack C.
Goldstein (“Goldstein”). [R. 70512 Lexmark prof-
fers Goldstein, an attorney, as its patent expert. The
sole basis for challenging Goldstein's testimony is
that he impermissibly seeks to testify as to the law,
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and that such testimony invades the province of the
Court to instruct the jury on the law in any given
case, and further invadesetiprovince of the jury to
apply the law to the factsld; R. 802]™2 SCC ob-
jects to specific portions of Goldstein's testimony,
which will be discussed in more detail below. In re-
sponse,Lexmark does not dispute that Goldstein
testifies regarding patent law, and ultimate issues of
liability, but rather argues that it is permissible in a
patent case for experts to testify about such complex
matters because they asshst trier of fact. [R. 747].
After careful consideration of the proposed testimo-
ny, the Court finds Goldstein's proffered testimony
may overreach in some circumstances. At this time,
however, the Court will deny SCC's Motion without

prejudice, but reserves the right to revisit these issues

during Goldstein's trial testimony.

EN2. The Motion originally challenged the
testimony of Raymond T. Nimmer as well,
but SCC notified the Court that the objection
to Nimmer's proposed testimony is now
moot. [R. 1047], and the Motion, to the ex-
tent it addresses Nimmer, is denied as moot.

ENS3. The Court acknowledges that SCC has
filed Objections to the March 1, 2007 Depo-
sition of Goldstein. [R. 1071]. Those Objec-
tions will be addressed by separate Order.

Goldstein demonstrates an impressive history as
a patent lawyer, professor, and expert. Undoubtedly,
these qualifications and experience inform his testi-
mony, but are also the portions that give this Court
some pause. An expert may testify as to ultimate is-

sues in a case, however, the expert may not offer le-

gal conclusions which tell the jury what result to
reach.SeeWoods v. Lecureux,10 F.3d 1215, 1220
(6th Cir.1997)(“It is, therefore, apparent that testi-
mony offering nothing more than a legal conclusion-
i.e, testimony that does little more than tell the jury
what result to reach-is pregdy excludable under the
Rules.”). While the distinction is a fine one, particu-
larly in patent litigation, iis critical. This is because
it is the “sole province of the trial court to instruct the
jury on the law an its applicability Ames v. Dyne,
No. 95-3376, 1996 WL 662899, *1, *4, 100 F.3d 956
(6th Cir. Nov.13, 1996{table decision). In affirming
the exclusion of proposed expert testimony, the Sixth
Circuit held:
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To allow an expert, even a real expert, to testify
that the statutes and regulations established certain
duties, that any exceptions were inapplicable, and
that the statutes were violated, would be, in effect,
to allow the expert to tell the jury that the defen-
dants were negligent. While it is true, under the
Federal Rules, that an expert's opinion testimony
“is not objectionable because it embraces an ulti-
mate issue to be decided by the trier of fact,” it is
also true that it continues to be the sole province of
the trial court to instruct the jury on the law and its
applicability.

*8 Id. (internal citations omitted). These funda-
mental tenets are not altered in patent litigation, how-
ever,Lexmark urges the Court to adopt the approach
taken in Donnelly Corp. v. Gentex Corp. 918
F.Supp. 1126, 1137 (W.D.Mich.,199@\fter careful
consideration of the proffered testimony and the
Donnelly opinion, the Court agrees.

In Donnelly, the expert planned to testify as to
ultimate issues like those present here: patent validity
and infringementSee id.In that casethe trial court
did not wholesale exclude the expert testimony, but
cautioned the parties that such evidence would be
excluded at trial if the expecrossed the line of help-
ing the trier of fact to usurping the role of the judge
and jury:

Under Federal Rule of Evidence 704n expert
witness is permitted to testify in the form [of] an
opinion as to an “ultimate issue of fact.” In this
case, such ultimate issues of fact include whether
the claims of the '112 patent were infringed by
Gentex products, whether those claims are valid,
whether Donnelly meets the legal requirements to
be awarded lost profit damages, and the amount of
royalty which would be reasonable in this matter.
Nevertheless, the experts may not testify as to what
the law is since it is the Court's job to instruct the
jury as to what the law is. Therefore, such experts
must walk a fine line: they must give their expert
opinions on ultimate issues of fact, while explain-
ing their own understandings of the law, but with-
out purporting to give expert opinions as to what
the law is...Gentex'sbriefs promise that their ex-
perts will walk this fine line and that they will not
testify in a wasteful, duplicative manner. The Court
will, therefore, for the meantime tak&entexat its
word and not preclude from the outset such expert
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testimony. However, the Court will feel free to re-
visit this issue at trial if it appears later that the tes-
timony is improper undeFederal Rules of Evi-
dence 403702 and704.

Id. (internal citations omitted). The Court has re-
viewed the challenged portions of Goldstein's expert
and rebuttal reports and finds that his proffered testi-
mony walks the “fine line” identified by the district
court inDonnelly.

Goldstein, who is an exgenced patent attorney,
considers the patent application process, discusses
claim construction, the law of infringement, and ul-
timately concludes that SCC has infringéex-
mark's patent rights in light of the facts and circums-
tances of this particular case. [R. 705, Attach. 3].
Goldstein further opines that SCC induced the in-
fringement of other remanufacturers and that such
inducement was willful, and that the advice of coun-
sel defense is inappropriate under these fact3. [n
his rebuttal report, for exagre, Goldstein counters
SCC's expert, Larry Evans, by opining thakmark
did not misuse its patents in various factual contexts.
[Id.]. These are exactly the types of patent expert
opinions considered by the trial court Donnelly,
and which the court ultimately concluded is testimo-
ny on the “ultimate issue,” which is permissible un-
der Fed.R.Evid. 704 but if taken too far, could be
impermissible expert testimony on the law, that
which inappropriately advisethe jury as to what
conclusion they should reach. Nonetheless, the testi-
mony was conditionally admitted, as this Court will
do as it relates to Goldstein's proffered testimony.
Accordingly, consistent witibonnelly,and the appli-
cable Federal Rules of Evidence, the Court will deny
SCC's motion at this time, but reserve the right to
reconsider Goldstein's testimony at trial if it appears
improper “expert witness” testimony.

4. Opinions of Garth L. Wilkes [R. 707].

*9 SCC movesn limine to exclude the expert
testimony of Dr. Garth L. Wilkes (“Wilkes") for two
reasons: (1) his expert testimony is conclusory and
based on unfounded assertions; and (2) the basis for
his expert testimony was not timely disclosed. [R.
707]. As to their first challenge, SCC contends that
Wilkes' opinion that certain ofexmark's patent
claims read on the T420, T52X, T62X, T63X,
E320/22, E321/23, and/or E220 toner cartridges is
faulty because his analysis begs the question and/or is
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conclusory. [d.]. For example, as to the claims in the
'025 patent, Wilkes concludes that the patent claim
that the “charge generatia® a thorough mixture” of
various agents is a “thorough mixture” without ex-
planation of how he reacheklis conclusion, or what
tests he performed, if any, to conclude that it was a
“mixture” and/or “thorough.” [d.]. SCC challenges
his construction of several other terms relating to
several other patents as well, however, the substance
of the objection is the same: the alleged “absence of
meaningful analysis” in this testimony. [R. 783].

Lexmark, in response, contends that the objec-
tions are premature, and that to the contrary, Wilkes
performed all appropriate alysis in reaching his
conclusions regarding thelaims in the Chemical
Patents. [R. 746]. Furthet,exmark contends that
the bases for his conclusions is contained within his
original Rule 26 Report. [d.]. Finally, Lexmark
notes that the additional testing performed by Wilkes
was done to rebut SCC's expert report, and that this
information was both properly and timely supple-
mented under the Federal Rules-30 days in advance
of trial. [Id.].

Rather than consider each individual challenge
as to each individual pent claim, the Court ac-
knowledges generally th&CC challenges the claim
construction that Wilkes performs as to these various
patents:* Although SCC does not necessarily agree
with the construction reached by Wilkes on certain
claims, this does not render those constructions unre-
liable, and certainly does not render his entire testi-
mony so. The Court considers a few of those specifi-
cally identified. As to the “thorough mixture” conclu-
sion reached as to the '025 patent, the conclusion that
silicone sealant is “pliable,” Wilkes made these de-
termination based upon his experience with the
chemicals at issue. [R. 746]. With respect to the De-
veloper Roller patents, it appears that Wilkes utilized
a test (the XPS/ESCA) that has been recognized by
SCC's own expert.

EN4. To be clear, claim construction is a
pending matter to be decided by this Court,
and the parties have filed their respective
briefs on these issues. To the extent this
Court admits expert testimony regarding
claim construction or opinions regarding the
meanings of certain pent claims, such a

ruling does not endogsor adopt the con-
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struction or conclusions of one expert or
another. The Court will issue a final order
resolving matters of claim construction
which is separate and distinct from the in-
stant Order regarding the admissibility of
testimony.

This Court simply cannot conclude that the me-
thodology or analysis is lacking, particularly given
that the area of expertise igsue is claim construc-
tion on a patent. As this Court previously recognized
with respect to the proffered testimony of Dr. Charles
Reinholtz making similar constructions:

Dr. Reinholtz lists eaclelement of the above
claims, construes the linaition of that claim ele-
ment based on his expertise-the remanufacturers do
not contend that Dr. Reinholtz is not qualified as a
patent expert in their Response at Record No. 648-
and then concludes whether a certain cartridge sa-
tisfies that claim limitation. Contrary to the rema-
nufacturers contention, for Dr. Reinholtz to find
that a cartridge brand satisfies a particular claim
limitation is not conclusory; rather, it is merely
drawing a conclusion.

*10 [R. 1008]. Moreover, SCC's real challenge
goes to the weight of the proposed testimony because
it is clear that Wilkes utilized a reliable method in
reaching his conclusions and this information was
provided in his report. SCC believes a “better” me-
thod or “test” was approaie and therefore disagrees
with the construction reached by Wilkes. This is in-
sufficient to justify exclusionSeeU.S. v. Bonds12
F.3d 540, 563 (6th Cir.1993)“Disputes about spe-
cific techniques used or ¢haccuracy of the results
generated go to the weight, not the admissibility of
the scientific evidence.... We hold that questions
about the accuracy of resuldsse matters of weight,
not admissibility.”). InBonds,the Sixth Circuit held
that “criticisms about the specific application of the
procedure used or questions about the accuracy of the
test results do not render the scientific theory and
methodology invalid or destroy their general accep-
tance. These questions ¢w the weight of the evi-
dence, not the admissibility.ld. Accordingly, the
Court finds the testimonwppropriately admissible
underFed.R.Evid. 70andFed.R.Civ.P. 26

Finally, SCC argues that the testimony should be
excluded because Wilkescetved information about
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the “milling operation” from aLexmark employee
after his deposition, and that he reviewed a sealant
sample the day before his deposition. [R. 7Qék-
mark contends that the supplemental information
was provided to SCC within the requirementged-
eral Rules of Civil Procedure 26(a)(3) and1&) [R.
746]. Rather than disputeishfact, SCC argues that
Wilkes should have been available for “further depo-
sition.” [R. 783]. The Court can only conclude that
SCC received the supplentation within the time
required by the Federal Rule, and further, any failure
of Lexmark to make Wilkes available for a second
deposition does not justify exclusion under
Fed.R.Civ.P. 37SCC's Motion will be denied.

5. Testimony by Charles Reinholtz [R. 722]

Pendl asks this Court to exclude the proposed
expert testimony of Charles Reinholtz (“Reinholtz”)
“regarding infringement of the disputed patents.” [R.
722]. Essentially Pend| challenges the Reinholtz tes-
timony for much of the sae reasons the Wilkes tes-
timony was challenged: (1) that his expert testimony
is conclusory and based on unfounded assertions that
12 Lexmark patents cover 25 accused toner cartridge
models; and (2) that the basis and reasons for his opi-
nions were not expressed in his expert reptitt, R.
820]. In responsel.exmark categorically disputes
Pendl's characterization of the Reinholtz report, and
provides multiple examplesf the analysis conducted
by Reinholtz in the interpretation of the patent
claims, and further that such information (including
the bases and sources for the opinions) were con-
tained in hiRule 26report. [R. 755].

As the Court noted earlier, it has already ad-
dressed the reliability of the Reinholtz report:

*11 Dr. Reinholtz lists each element of the above
claims, construes the limaiion of that claim ele-
ment based on his expertise-the remanufacturers do
not contend that Dr. Reinholtz is not qualified as a
patent expert in their Response at Record No. 648-
and then concludes whether a certain cartridge sa-
tisfies that claim limitation. Contrary to the rema-
nufacturers contention, for Dr. Reinholtz to find
that a cartridge brand satisfies a particular claim
limitation is not conclusory; rather, it is merely
drawing a conclusion.

[R. 1008]. The Court need not revisit that finding
here given that the argument essentially mirrors that
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made by the parties in the summary judgment plead-
ings (“the remanufacturers simply argue that Dr.
Reinholtz's opinion is conclusory and therefore, can-
not be relied upon to sustain summary judgment in
Lexmark's favor.”). [Id.]. The Court disagreed and
found that:
Dr. Reinholtz outlines the materials he reviewed in
making his analyses. Thefta, the Court thinks it
crystal clear that Dr. Reholtz compared his con-
struction of claim elemesa with the accused car-
tridges to determine whether the limitation of a
particular element was satisfied. In short, “[t]he re-
port is sufficient to establish the reasoning underly-
ing the conclusion[s].”

[Id.] (internal citations omitted). Despite raising
arguments with respect to 12 patents rather than the 9
at issue in the earlier-deleid matter, Pendl's argu-
ments remain the same. The challenges to Reinholtz's
testimony go to its weight, if anything, and certainly
not its admissibility SeeU.S. v. Bonds]12 F.3d 540,
563 (6th Cir.1993)(“Disputes about specific tech-
nigues used or the accuracy of the results generated
go to the weight, not the admissibility of the scientif-
ic evidence....Wéold that questios about the accu-
racy of results are matters of weight, not admissibili-
ty.”). In fact, so long as the methodology itself ap-
pears valid and reliable, the conclusions are pre-
sumed reliable, at least for purposes of admissibility:

the Daubert Court has instructed the courts that
they are not to be concerned with the reliability of
the conclusions generated by valid methods, prin-
ciples and reasoning. Rather, they are only to de-
termine whether the principles and methodology
underlying the testimony itself are valid. If the
principles, methodology anreasoning are scientif-
ically valid then it follows that the inferences, as-
sertions and conclusions derived therefrom are
scientifically valid as well. Such reliable evidence
is admissible unddRule 702 so long as it is rele-
vant.

Id. at 556. Accordingly, the expert testimony of
Reinholtz is admissible undéred.R.Evid. 702 and
Fed.R.Civ.P. 26Pendl's Motion to exclude the testi-
mony is denied.

6. Testimony from J. Michael Thesz [R. 773]
Lexmark moves to exclude the proposed testi-

mony of J. Michael Thes#sq. (“Thesz”) [R. 773].

In support, Lexmark contends that the testimony
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would not be helpful to a trier of fact under
Fed.R.Evid. 702because he “failed to opine amy
issue whatsoever.ld.; R. 879].Lexmark then goes

on to provide a laundry list of those “legal” conclu-
sions which Thesz does not reach as it relates to in-
fringement, patent validity, willfulness, antitrust, and
damages, just to name a fewd.]. In a joint re-
sponse, SCC and Pendl| identify the purpose of
Thesz's testimony as to the patenting process of the
U.S. Patent and Trademark Office, as well as the
prosecution of the patents msue in this case. [R.
845]. The Court finds this testimony is admissible
and helpful to the trier of fact undeed.R.Evid. 702
andLexmark's Motion is denied. Thesz is an expe-
rienced patent attorney whose qualifications to testify
as to U.S.P.T.O. procedures and practices is not an
issue. [d.]. In a patent case, the practices and proce-
dures of the office are a qper subject for expert
testimony.See, e.gPfizer Inc. v. Teva Pharmaceuti-
cals USA, Inc.No. 04-754, 2006 WL 3041097, * 1,
*3 (D.N.J., Oct.26, 2006fpermitting expert testimo-

ny on patent office practice and procedu&anitec
Industries Inc. v. Micro-Waste CorpNo. H-04-
3066, 2006 WL 1544529,*1, *3 (S.D.Tex., Jun.2,
2006) (recognizing that factual or background testi-
mony in areas in of expert's extensive experience and
expertise, such as patent office practice and proce-
dure, is admissible and doesn't require reasons and
bases as part dRule 26report). In fact,Lexmark
makes no challenges to the proffered purpose of
Thesz's testimony. Accordingly,exmark's Motion

will be denied.

*12 As a cautionary note, the Court does not in-
tend to allow duplicative and cumulative expert tes-
timony, regardless of who proffers it. The Court an-
ticipates that certain video will be played to the jury
at the beginning of this trial regarding the patent ap-
plication process and its procedures. Therefore, to the
extent expert testimony appears duplicative or cumu-
lative of either this evidence, or other expert testimo-
ny presented by a party,etfCourt reserves the right
to revisit the issue at trial.

7. Testimony of Bruce Nauman [R. 775]

Lexmark moves this Courtjn limine, to ex-
clude the expert testimony of Bruce Nauman (“Nau-
man”) pursuant té-ed.R.Evid. 702[R. 775]. In sup-
port, Lexmark claims that Nauman's determination
of what constitutes “recycling” should be excluded
because it relies on the wrong legal standard-the FTC

© 2011 Thomson Reuters. No Claim to Orig. US Gov. Works.



Not Reported in F.Supp.2d, 2007 WL 7083655 (E.D.Ky.)

(Cite as: 2007 WL 7083655 (E.D.Ky.))

Guidelines-as it relates t@bility under the Lanham
Act. [Id.]. Lexmark argues that Nauman should have
looked to industry standards, rather than the FTC
Guidelines, and that he is not competent to consider
industry standardsld.]. MSE responds, and argues
that Nauman's testimony is reliable, and that his fail-
ure to consider other sources for definitions, such as
the EPA, go to the weight of his testimony and not its
admissibility. The Court agrees.

First, to the extentexmark contends that FTC
Guidelines are an inappnoate source, and that in-
dustry standards are definitive, this Court has deter-
mined that the FTC Guidelinese relevant to a Lan-
ham Act claim. [R. 1082]. Thereford,exmark's
argument fails on that ground. To the extési-
mark argues that Nauman should have considered
alternative sources, this challenge goes to the weight
of his testimony and not its admissibilitgeeU.S. v.
Bonds, 12 F.3d 540, 561-563 (6th Cir.199@Dis-
putes about specific techniques used or the accuracy
of the results generated go to the weight, not the ad-
missibility of the scientific evidence.... We hold that
guestions about the accuraafyresults are matters of
weight, not admissibility.”);Viterbo v. Dow Chem.
Co.,826 F.2d 422, 422 (5th Cir.1987) (noting that the
“bases and sources” of an expert's opinion go to its
weight rather than admissibility). Accordingly, pur-
suant toFed.R.Evid. 702Lexmark's Motion is de-
nied.

8. Opinions of Larry Evans Relating to a Reason-
able Royalty [R. 806]

In its Motion,Lexmark seeks to exclude the tes-
timony of Larry Evans (“Evans”) relating to the rea-
sonable royalty for patent damages contained in his
rebuttal report. [R. 806]Lexmark challenges the
“reasonable royalty” opinion on three basic grounds:
(1) Evans fails to base his opinions on sound factual
and economic predicates because he uses the “rule of
thumb” approach to begin his reasonable royalty
analysis (assumes 25% royalty from net profits in
negotiations); (2) Evans fails to recognize the under-
lying economics of the parties and the market; and
(3) Evans fails to consider the business models at
issue and/or inquire as to the profits of the respective
remanufacturers.1d.]. SCC and the counterclaim
defendants respond by indicating that the “rule of
thumb” approach is well-oognized by the courts,
and Evans' methodology is otherwise sound and reli-
able as it applies his practical experience to the facts
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of this case. [R. 858]. As to the use of “sound factual
and economic predicates,” SCC contends that Evans
considered the relevareorgia-Pacific factors to
calculate the reasonableyadty, and to the extent
Lexmark disagrees with some factual assumptions
made by Evans, those objections go to the weight of
the proposed testimony rather than its admissibility.
[Id.]. This Court agrees iin SCC, and will deny
Lexmark's Motion.

*13 In making its objectionsLexmark starts
with the premise that Evans' testimony must be based
on “sound factual and economic predicates.” [R.
806]. This phrase is a term of art from tRédes v.
Shell Exploration and Production Co0298 F.3d
1302, 1311 (Fed.Cir.2002ppinion, in which the
Federal Circuit defined a reasonable royalty as the
result of a “hypothetical negotiation between the pa-
tentee and the infringer at a time before the infringe-
ment began.” To make this assessment, one must
approximate “the market as it would have hypotheti-
cally developed absent infringement. This analysis, in
turn, requires sound economic and factual predi-
cates.” Id. While insightful, Riles does not set the
standard for the admissittifi of “reasonable royalty”
expert testimony.

According toLexmark, Evans opinions lack this
latter Riles “requirement” because his deposition tes-
timony indicates this his opinions were based upon
his practical experience, and that economics was a
small portion of that analysis. [R. 806]. Similarly,
Lexmark challenges Evans' opinions because he
begins with the “rule of thumb” or “25%" approach
and doesn't consider the “economics” of the remanu-
facturers. [d.]. Finally, Lexmark argues that Evans
inappropriately assumed ghmarket contained 50%
unrestricted cartridges, atidat he failed to consider
the testimony of another, all of which makes his tes-
timony speculative.lfl.]. Obviously, SCC makes the
counter argument on eachtbkse points, and cites to
examples of Evans having relied upon his years of
practical experience as a lighmg expert to reach his
conclusions in this case. [R. 858].

At the end of the day, however, the crux of
Lexmark's challenges go to the weight of Evans'
testimony and not its admissibility. [R. 806, 886].
While Lexmark does not believe the “rule of thumb”
approach is the most appropriate way to calculate
“reasonable royalty,” aSCC correctly notes, case
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law suggests it is one way of doing so:

In addition, the 25% rule or a close variant of it has
been recognized by a number of other federal
courts as a “rule of thumb” or “typical” in the Ii-
censing field.See, e.g.Ajinomoto Co., Inc. v. Ar-
cher-Daniels-Midland Co.No. 95-218-SLR, 1998
WL 151411, at * 52 n. 46 (D.Del. Mar.13, 1998)
‘[L]icensing rule of thumb’ dictates that only one-
quarter to one-third of the benefit should go to the
owner of the technology....”)/W.L. Gore & As-
socs., Inc. v. Interriional Med. Prosthetics Re-
search Assocs., IncNo. CIV 84-559 PHX CLH,
1990 WL 180490, at *23 (D.Ariz. July 9, 1990)
(“As a general rule of thumb, a royalty of 25 per-
cent of net profits is used in license negotiations.”).
Other cases note, without further comment, experts'
use of variants of the 25% ruleee, e.g.Fonar
Corp. v. General Elec. Co107 F.3d 1543, 1553
(Fed.Cir.) cert. denied,522 U.S. 908, 118 S.Ct.
266, 139 L.Ed.2d 192 (1997¢xpert witness testi-
fied that one-quarter tmne-third of anticipated
profits would have constituted reasonable royalty),
and a leading treatise recognizes that courts give
considerable weight to an infringer's profits based
on the theory that the parties in a hypothetical li-
censing negotiation would set a royalty rate which
would divide the economic benefits between them.
7 Donald S. Chisum,Chisum on Patents§
20.03[3][iv] at 20-188, 20-189 (1993 &
Supp.1997). The court is persuaded that the parties
to the hypothetical negotiation in this case would
have used the 25% guideline for determining a
base royalty rate.

*14 Standard Mfg. Co., Inc. v. U.$42 Fed.Cl.
748, 766 (1999)Likewise, as long as Evans utilized
a sound methodology, the conclusions he reaches are
outside the realm of what this Court may consider for
purposes of admissibilityseeU.S. v. Bonds12 F.3d
540, 556 (6th Cir.1993Here, Evans applied the rule
of thumb percentage to the factors contained in
Georgia-Pacific v. U.S. Plywood Cor18 F.Supp.
1116 (S.D.N.Y.197Q)as evidenced by the chart at-
tached to his rebuttal regio[R. 806, Attach. 2]. Al-
though Lexmark believes Evans failed to consider
“fundamental” factors that a prudent businessman
would consider in making his “hypothetical negotia-
tion” analysis, this Court cannot conclude the metho-
dology is unreliable, and certainly cannot do so based
on whether Evans specifically used the word “eco-
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nomics” in his report or deposition, as suggested by
Lexmark. Finally, to the extenLexmark disagrees
with the factual assumptions made by Evang.(the
50% of unrestricted cartmgbs), or lack of factors
considered by him,sgeR. 806, 886], those are mat-
ters of credibility perfect for the subject loéxmark
cross-examination, or with its own expeseeBonds,

12 F.3d at 561-56%"Disputes about specific tech-
nigues used or the accuracy of the results generated
go to the weight, not the admissibility of the scientif-
ic evidence.... We hold &t questions about the accu-
racy of results are matters of weight, not admissibili-
ty.”); Viterbo v. Dow Chem. C0826 F.2d 422, 422
(5th Cir.1987) (noting thahe “bases and sources” of
an expert's opinion go to its weight rather than admis-
sibility). Accordingly, pursuant td-ed.R.Evid. 702
Lexmark's Motion will be overruled.

9. Evidence of Simonson Associates, Inc. Survey
[R. 829]

Lexmark challenges a survey conducted by Si-
monson Associates, Inc. on reliability and relevancy
grounds. [R. 829]. The survey was conducted by Dr.
Alexander J. Simonsonld]. Dr. Simonson holds a
Ph.D. in marketing from Columbia Business School
and holds a law degree from New York University.
[R. 882, ex. A]. He has been published numerous
times [R. 829, ex. B], and he based his methods on
both his educational background and his experience.
[Id.]. The survey attempted to discern both whether
remanufacturers were interested in features of SCC's
chips and also, if interested, what their level of inter-
est was. Id.]. When asking the respondents ques-
tions, the interviewers did not know of the purpose or
sponsor for the study, and while the survey partici-
pants were paid $40.00 for their participation, they
were not informed of the compensation until the sur-
veyor determined that the participant was qualified to
take the surveyi,e., involved in cartridge component
purchasing decisions. [R. 882, ex. A]. The survey
included a numerical scaling system of “importance”
of various functions and also included the reasons for
the participant's responsekl.[.

*15 In formulating the survey, Dr. Simonson
used a “widely circulated” magazine subscription list
as his sample populationd[]. The sample popula-
tion was then randomized through a computer pro-
gram, and he ultimately had 226 respondents]. [
The response rate for the survey was much higher
that the industry standard, and conversely, the refusal
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rate was much lowerld.]. After conducting the sur-
vey, 170 of the 226 respondents later validated the
survey. [d.]. The validation was conducted by an
outside company!ld.].

Lexmark makes three main challenges to the
reliability of this survey: (1) the relevant universe
was inadequately defined; (2) the sample was not
shown to be representative; and (3) there is no assur-

ance that the surveyors actually reached the necessary

decision-makers. All threef these arguments must
fail. As to the first, the relevant universe of a survey
is an important factor which affects both validity and
weight. SeeLeelanau Wine Cellars, Ltd. v. Black &
Red, Inc.452 F.Supp.2d 772, 781 (W.D.Mich.2006)
(citations omitted). The relevant universe of e
monson survey is defined in both the purpose and
the questions of the survelhe survey was intending

to question “current (or potential future) users of
SCC microchips,” [R. 829 at 11 n. 6], and it nar-
rowed the participants to those with decision-making
authority to purchase replacement microchips. [R.
882, ex. A]. It is evident, therefore, that the universe
was those who could decide whether to purchase mi-
crochips for toner cartridges. This is an appropriate
universe when the question presented is whether a
feature of a product is important to potential purchas-
es.Cf. Leelanau Wine Cellars, Ltd452 F.Supp.2d at
782 (defining the relevant universe in a trademark
suit as potential purchasers).

Additionally, the sample was drawn from a list
of those persons who are involved in or informed
about remanufacturing cadges such that they
would subscribe to a magazine. This universe and the
subsequent sample is not unlike the list of trade or-
ganizations and lobbying groups supplied Lbgx-
mark. “Magazine subscribers” and “organization
members” are each lists wh are narrowed by one
commonality: interest. Further, the remanufacturing
market is nationwide, which makes a magazine sub-
scription list more appropriate than a regional associ-
ation. In sum, this sample is sufficiently representa-
tive of a proper universe.

Neither the second or third objection should ex-
clude the survey. As to the second objection, the
Court is satisfied that, for the purposes of admissibili-
ty, completing 226 surveys when 260 surveys were
attempted [R. 882 at 13] is a sufficiently representa-
tive of the larger universe of remanufacturers to sur-
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vive an admissibility challenge. Additionally, the
randomized computer scrergiof the larger list of
Rechargersubscribers is sufficient to satisfy statistic-
al requirements. Regardjnthe third objection, the
Court does not think that the screening questions
were too leading. In facthe screening question at
issue, “How long have you been in charge of decid-
ing what parts or components to purchase for the
cartridges in order to makkem functional again ...,”
was open endedCf. Leelanau Wince Cellars, Ltd.,
452 F. Supp 2d at 784-8fliscussing responses to
leading questions).

*16 Overall, the methods used by Dr. Simonoson
are sufficient to satisfy the threshddwubertreliabil-
ity requirements. To the extent tHatxmark ques-
tions the value of this survey, its objections address
the weight of the evidence, not its admissibilBee
Leelanau Wince Cellars, Ltd152 F. Supp 2d at 785-
86 (discussing the difference between admissibility
and weight). Additionally, as this Court has ex-
plained, non-infringing uses of the microchips pro-
vide some limited relevancy for trialS¢eR. 1081 at
8-9]. Therefore, this survey satisfies the relevancy
requirement. Because the survey is relevant and reli-
able, this motion is denied.

10. Opinions of William Kerr [R. 835]

SCC seeks to exclude the expert evidence of
William O. Kerr. [R. 835].Kerr's reportanalyzed
“one of the data sets on which Vistes [an expert prof-
fered by SCC] relied, CAP Ventures data, and com-
pared that data thexmark's actual volume sales
data for non-subject cartridges.ld]. SCC chal-
lenges this evidence becauskeXmark's counsel
did not producd.exmark's actual volume sales data
for non-subject cartridges on which Kerr relied until
February 8, 2007."I§l.]. Lexmark has countered that
it believed that it had produced this evidence, and it
even represented to the @bthat the evidence was
produced. Magistrate Judge Todd agreed that suffi-
cient information was produced [R. 661], and in re-
viewing whether sufficient information was given to
SCC, this Court overruled an objection to the Magi-
strate Judge's order on the grounds that there seemed
to be sufficient evidence to support that discovery
order. [R. 978]. It was only when responding the
SCC's motionin limine that Lexmark realized that
some of the data might not have been turned over. [R.
880]. Lexmark immediately turned over the informa-
tion. [Id.].
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Exclusion of undisclosed information is an ap-
propriate remedy well within the Court's discretion.
See, e.g.Sommer v. Davis317 F.3d 686, 692 (6th
Cir.2003) (noting that failure to disclose expert or
tender report undeRule 26within time allotted re-
sults in exclusion unddRule 37; King v. Ford Mo-
tor Co.,209 F.3d 886, 900-901 (6th Cir.200@})at-
ing that information not contained in tiRRule 26
report will not be admissible at trial pursuantRole
37). There is an exception for when the tendering
party makes a showing of “substantial justification”
or harmlessness in the noncomplian€ed.R.Civ.P.
37(c)(1) Courts construing this exception note that
the omission or noncompliance must be harmless
which means an “honest mage on the part of a par-
ty coupled with sufficient knowledge on the part of
the other party.”Sommer,317 F.3d at 692 (6th
Cir.2003)(citations omitted).

It is clear thatLexmark has shown an honest
mistake. It repeatedly reggented to the Court that
this information was turned over, and as soon as
Lexmark realized its mistake, it tendered the infor-
mation to SCC. What is less clear is whether there
was “sufficient knowledge” on the part of SCC. Here,
it appears that there was sufficient knowledge by
SCC so that it could meaningfully rebut the expert's
opinion. SCC had a large amount of data, an expert
report, and an opportunity to dipose Kerr. [R. 880].
Further, SCC has now received the missing data.
[Id.]. Therefore, there was sufficient knowledge by
SCC of the report, its contents, and its source to satis-
fy the harmless error requirement ungere 37

*17 The failure to provide the expert's data was
an honest mistake, an8CC contained sufficient
knowledge. This motion is denied.

11. Testimony of Richard Germain, Ph.D. [R. 836]
Lexmark seeks to exclude the survey evidence
and testimony of Richard Germain. Dr. Germain was
attempting to determine the availability of non-
Prebate cartridges. [R. 836]. To do this, he used a
simple Google search tdgose three readily preva-
lent suppliers, and he also chose three large, well
known suppliers (Office Depot, Office Max, and
Staples). [d. at 7-9]. Two of the suppliers from the
Google search were, admitlly, not selected accord-
ing to the methods generally used for a scientific
sample. [d.]. The survey attempted to determine
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whether non-Prebate cadges were readily availa-
ble. Of the four cartridges used for the study, Dr.
Germain's study used one calge that is not at issue
in this action and three cartridges which are only re-
lated to the antitrust and Lanham Act claimd. gt
10-11].

Initially, without evidence regarding the number
of vendors of Prebate anmtbn-Prebate cartridges or
the number of Printer models, it is difficult for this
Court to determine whether this survey is reliable.
However, while it is difficult to gauge an accurate
answer to that question frorexmark's filings, the
purpose of the study is likely achieved through its
uniqgue methods. If Germain was attempting to see if
one could easily find non-Prebate cartridges, it would
seem that a search of largffice supply stores and
those stores which are old prevalent enough to be
returned on a Google searcfhus, to the extent that
there may be an ultimate mathematical infirmary in
this surveyl exmark is capable of effectively coun-
tering the weight to be given to this survey. Also,
Lexmark does not contest theed that this survey's
methods go to weight, and not admissibility, and in-
stead places its argument on the prejudicial bar under
Federal Rule of Evidence 40fR. 836 at 12]. This
survey is not, however, prejudicial. Under facts such
as this, when the experts methods and results are so
easily understood, a jury will not be prejudiced
through the presentati of the evidenceSeelLeela-
nau Wince Cellars, Ltd452 F. Supp 2d at 785-86
(discussing the difference between admissibility and
weight). Therefore, it is reliable enough for admis-
sion, and any questions regarding this survey's sam-
ple size or its method for attaining that sample go to
weight and are, thus, a jury question.

Second, this Court must address the relevancy
guestion presented blyexmark. Lexmark argues
that Dr. Germain's report is not connected to the facts
of this action. YetlL.exmark also admits that three of
the four cartridges at issire Dr. Germain's report are
at issue under the antitrust and Lanham Act claims.
[Id.]. Whether non-Prebate cartridges are available
are central inquiries to theswo types of claims. [R.
1040 (discussing the evidence that is relevant to the
antitrust and Lanham Act claims) ]. This information
is relevant, and this motion is denied.

12. Testimony of Gregory Vistnes and John Bone
[R. 842]
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*18 Lexmark attempts to exclude the testimony
of Gregory Vistnes based on its reliability. [R. 842].
It seeks to exclude John Bone's testimony on the
same grounds,e., because it relies on allegedly un-
reliable Vistnes expert reportld[]. Initially, the
Court notes that the back and forth between the par-
ties proffered experts is suggestive of a weight, not
reliability, issue best left for the jury. Further, an ex-
amination of each of Vistnes's methods reveals that
his opinions, and thus also Bone's opinions, are suffi-
ciently reliable for admissiofzed.R.Evid. 702

Turning first to the Vistnes testimonexmark
argues that Vistnes incewctly uses certain factors
and excludes certain other factors from his analysis.
An examination of Vistnes's methods runs counter to
Lexmark's argument™ Initially, his report uses the
aftermarket ofLexmark remanufactured cartridges
to determine anticompetitive effects, and it does not
distinguish between lawful anticompetitive actions,
such as a patent, and unlawful ones, such as antitrust
violations. While the printer market necessarily has a
an effect on the remanufacing market, in certain
circumstances the relevant market switches to the
aftermarket. [R. 1040 (discussing the relevant anti-
trust market) ]. As this Court also stated in its earlier
order, the life-cycle pricingised by Vistnes can be a
relevant factor in an aftermarket caskl.][Further,
this Court has rejected the idea that a patent holder
can use a lawful monopoly to overcome any and all
antitrust allegations. Therefore, it would seem unne-
cessary for Vistnes to exclude potential lawful patent
rights from his analysis when this Court has not yet
determined whether any defenses invalidate those
rights.[SeeR. 1008 & 1040].

ENS5. The Court will not delve into, point by
point, the excessive number of specific ob-
jections made bizexmark regarding the re-
liability of Vistnes's report, but will instead
explain why the report is sufficiently reliable
for the purposes dRule 702 As necessary,
Lexmark's objections will be interwoven
into this discussion.

When analyzing this potentially relevant market,
Vistnes used the “market definition” test, which is a
commonly used and supported test. [R. 899]. Wheth-
er he correctly uses this test is a matter of weight and
not admissibility.SeeUnited States v. Bond$2 F.3d
540, 565-66 (6th Cir.1993He made several compar-
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isons in his analysis, such as comparing non-Prebate
marked cartridge versus Prebate cartridge market
share and also comparing HP verkegsmark mar-

ket share.Cf. Conwood Co., L.P. v. U.S. Tobacco
Co.,290 F.3d 768, 793 (6th Cir.200@&)ndorsing an
expert's comparison of two different markets in a
regression analysis). Whether he used facts contested
by Lexmark also goes to weight and not admissibili-
ty. Finally, Lexmark's objection that there is “better”
market also addresses weight and not reliability.

The Vistnes report relies on data compiled by a
third party, CAP Ventures. Through William Kerr,
Lexmark was able to compare the results achieved
by Vistnes with results that are achieved udieg-
mark's actual sales figures. Since this data is coun-
tered in this manner, any objection to it goes to
weight, not reliability. Further, Vistnes had little
choice as to what data to use since it was only recent-
ly that Lexmark turned over its own figuresSee,
supra,§ (11)(B)(10).

*19 Overall, Vistnes's report is sufficiently relia-
ble to be admissible, evenliexmark makes signifi-
cant objections to the weight of his report. Next, re-
garding the Bone testimony,exmark argues that
because it is based on Vistnes's report, it must be
excluded. Having determined that Vistnes's testimony
is admissible L exmark's objection to Bone's testi-
mony must fail. This motion is denied.

M.
CONCLUSION
Accordingly, for the foregoing reasons and being
sufficiently advised, it is herebRDERED as fol-
lows:

1. that Motion in Limine [R. 702] iDENIED;
2. that Motion in Limine [R. 704] iDENIED;

3. that Motion in Limine [R. 705] iPENIED in

part as moot and otherwiSENIED;

4. that Motion in Limine [R. 707] iBENIED;
5. that Motion in Limine [R. 722] iDENIED;

6. that Motion in Limine [R. 773] iDENIED;
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7. that Motion in Limine [R. 775] iDENIED;
8. that Motion in Limine [R. 806] iDENIED;
9. that Motion in Limine [R. 829] iIDENIED;
10. that Motion in Limine [R. 835] iDENIED;
11. that Motion in Limine [R. 836] iDPENIED;

12. that Motion in Limine [R. 842] iDENIED;
and

13. Pursuant to L.R. 7.1(f), any and all requests
for oral argument as part of the foregoing Motions
areDENIED as moot.

E.D.Ky.,2007.

Static Control Components, Inc. v. Lexmark Intern.,
Inc.

Not Reported in F.Supp.2d, 2007 WL 7083655
(E.D.Ky.)

END OF DOCUMENT
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United States District Court, N.D. lllinois.
FORT JAMES CORPORATION, Plaintiff-
Counterdefendant,

V.

KIMBERLY-CLARK TISSUE COMPANY, Defen-
dant-Counterplaintiff.

No. 98 C 7834.
Oct. 8, 1999.

MEMORANDUM OPINION
GRADY, J.

*1 Before the court are plaintiff's motion to
strike defendant's first affirmative defense and plain-
tiff's motion to dismiss defendant's Counterclaims |
and Il. For the following reasons, plaintiff's motions
are granted in part and denied in part. In addition, we
address the parties' briefs on the relevance of pro-
posed consumer survey evidence.

BACKGROUND

Plaintiff-counterdefendant Fort James Corpora-
tion (“Fort James”), a Vingia corporation, manufac-
tures, distributes, and selés variety of tissue prod-
ucts, including bathroom tissue. Defendant-
counterplaintiff Kimberly-Clark Tissue Company
(“Kimberly-Clark”), a Pennslyania corporation, also
markets and sells bathroom tissue.

Since 1993, Fort Jameddag with its predeces-
sors) has marketed “quilted” bathroom tissue nation-
ally under the label “QUILTED NORTHERN.” It has
also marketed the tissue to the Costco Wholesale
Corporation (“Costco”) under a Costco private label,
“Kirkland Signature.” In connection with these sales,
Fort James obtained two trademarks which purport to
cover the “flowers within diamonds” design that is
embossed on the quilted tissue: U.S. Trademark Reg.
No. 1,778,352 (depicting a single flower within a
diamond) and U.S. Tradexrk Reg. No. 1,806,076
(depicting a pattern of diamonds within flowers ap-
pearing in alternating rows). Fort James also secured
three design patents (U.S. Patent No. Des. 354,854,
401,421, and 405,269) and two copyrights (VA 558-
449 and VA 666-129).
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Kimberly-Clark competes with Fort James in the
national bathroom tissue market. It also supplies
Costco with embossed bathroom tissue for private
labeling. Kimberly-Clarkhas recently obtained a de-
sign patent (U.S. Patent No. Des. 408,152) for its
embossing design. In addition, it claims that the new
design is a variation on a design it patented in 1991
(U.S. Patent No. Des. 319,349).

On December 8, 1998, Fort James filed a six-
count complaint against Kimberly-Clark: Count |
(federal trademark infringemgn Count 1l (false de-
signation of origin and unfair competition under the
Lanham Act), Count Il (design patent infringement),
Count IV (copyright infringement), Count V (trade-
mark infringement and unfair competition under the
lllinois Deceptive Practiceéct), and Count VI (llli-
nois common law infringement and unfair competi-
tion). Kimberly-Clark responded with six counter-
claims: Counterclaim | (cancellation of trademark
registration No. 1,806,076), Counterclaim Il (cancel-
lation of trademark registration No. 1,778,352),
Counterclaim Il (declaration of invalidity and nonin-
fringement with respect to design patents), Counter-
claim IV (false advertising based on literally false
claim), Counterclaim V (false advertising based on
misleading claims), Countglaim VI (uniform decep-
tive practices act).

Fort James has moved to strike Kimberly-Clark's
First Affirmative Defenseand to dismiss Kimberly-
Clark's Counterclaims | and Il. The parties have also
filed briefs regarding a proposed consumer survey
that would purport to measure the likelihood of
trademark confusion. We address the motions first
and then consider the consumer survey question.

DISCUSSION

I. Motion to Strike

*2 A court may strike any affirmative defense
that it deems “insufficient.’Fed.R.Civ.P. 12(f) Al-
though motions to strike are generally disfavored, we
address them when “they serve to expedite, not de-
lay.” Heller Fin., Inc. v. Miwhey Powder Co., Inc.,
883 F.2d 1286, 1294 (7th Cir.1989n ruling on a
motion to strike an affirntave defense, we apply the
same test as we would to a motion to dismiss under
Rule 12(b)(6) we will strike a defense only if it is
insufficient on its faceld.

© 2011 Thomson Reuters. No Claim to Orig. US Gov. Works.



Not Reported in F.Supp.2d, 1999 WL 966144 (N.D.IIl.)
(Cite as: 1999 WL 966144 (N.D.IIL.))

Kimberly-Clark's first affirmative defense con-
tains a number of paragraphs, some of which address
similar issues. It certainly could have been drafted
with more precision. Under our system of notice
pleading, however, we will not strike (or dismiss)
pleadings for mere imprecisi, so long as they re-
veal the nature of the claim. Accordingly, the para-
graphs survive the liberal requirements of Rule 8(b).
SeeFed R. Civ. P. 8(bf“A party shall state in short
and plain terms the party's defenses to each claim
asserted....”). We have held that “it is axiomatic that
such a [short and plain statement] must give the op-
posing party fair notice of what the claim is and the
grounds upon which it restsRepublic Tobacco L.P.

v. North Atlantic Trading Co.No. 98 C 4011, 1999
WL 261712,at"11 (N.D.IIIl. Apr. 9, 1999) (Grady, J.)
(citing Conley v. Gibson355 U.S. 41, 47 (195))
Here, the underlying grounds of Kimberly-Clark's
first affirmative defense are clear: (1) Fort James's
trademarks do not serve a trademark function; (2)
Fort James's trademarks are invalid because they vi-
olate the “single source” rul€3) Fort James's trade-
marks, if they ever were valid, have been abandoned;
and (4) Fort James's trademark does not grant it an
exclusive right to sell “quilted” bathroom tissue. Be-
cause we can divine these grounds from the plead-
ings, we need only determine whether, if true, they
would defeat Fort James's trademark claims. We ad-
dress each in turn.

A. Trademark Function

Kimberly-Clark raises the defense that Fort
James's designs cannot function as trademarks, be-
cause they are merely ornamental and do not create a
distinct commercial impressionSee Kimberly-
Clark's First Affirmative Defense, para. 76 (“Fort
James' designs are used in a non-trademark, decora-
tive manner on the surface thie bathroom tissue and
are either imperceptible or barely perceptible to con-
sumers.”) In support of this allegation, Kimberly-
Clark points out that several other companies sell
“bathroom tissue bearing similar designkl” It fur-
ther alleges that the packaging (which prominently
displays a word trademark) renders the design on the
tissue surface a non-factor in consumer identification
of the productld., para. 77.

The Court of Customs and Patent Appeals (the
predecessor to the Federal Circuit) has listed the cri-
teria to be used to determine whether a design is dis-
tinctive enough to warrant trademark protection:
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*3 Whether [the design] was a ‘common’ basic

shape or design, whether it was unique or unusual
in a particular field, whether it was a mere refine-

ment of a commonly adopted and well-known form

of ornamentation for a particular class of goods

viewed by the public as a dress or ornamentation
for the goods, or whethérwas capable of creating

a commercial impression distinct from the accom-

panying words.

Seabrook Foods, Inc. v. Bar-Well Foods Ltd.,
568 F.2d 1342, 1344 (C.C.P.A.19 otnotes omit-
ted). Taking Kimberly-Clark's allegations as true,
Fort James's design fails to meet these criteria. Kim-
berly-Clark properly alleges that Fort James's tissue
design is not unusual, but is rather a refinement of a
commonly-used ornamentatibit: It further alleges
that the designs do not create an impression distinct
from the allegedly more perceptible packaging. On
its face, the defense legitimately implicates Sea-
brook Food<riteria.

EN1. We note that Kimberly-Clark has al-
ready submitted several samples of the tis-
sue paper which it alleges are similar to Fort
James's design. Whether these designs do in
fact render Fort James's design incapable of
creating a distinct consumer impression is
not a question we can address in the context
of a motion to strike or dismiss.

Fort James correctly notes thia¢abrook Foods
involved a mark that contained both words and de-
sign, while the mark at issue here is wholly separate
from the words on the packaging. But this is a dis-
tinction without a difference. The realities of the
bathroom tissue market may be such that consumers
do not take the time to identify bathroom tissue by
the small, quilted designs when they are presented
with much more obvious soces of identification,
such as the names, colors, and logos on the packag-
ing. In that way,Seabrook Foodg'ationale-that one
alleged mark can be rendered ineffective by the pres-
ence of a primary means adflentification-applies
with equal force here.

B. “Single Source” Rule

Kimberly-Clark also alleges that the “single
source” rule of trademarkaw precludes trademark
protection for Fort James's design. The Lanham Act
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defines the purpose of aattemark as the identifica-
tion of a single, though perhaps unknown, source of
the goods at issu&eel5 U.S.C. § 1127Kimberly-
Clark argues that by distributing its bathroom tissue
both independently and through private labeling at
Costco, Fort James has allowed its product to be
identified as coming from multiple sources.

As Fort James points out, however, the practice
of private labeling, when still conducted under the
trademark holder's contralpes not violate the single
source requirementSeeNorthwestern Corp. v. Ga-
briel Mfg. Co., Inc.,No. 95 C 2004, 1996 WL
732519, at "7 (N.D.lll.Dec. 18, 1996) (dismissing
“single source” counterclaimWe follow the reason-
ing of the court inNorthwestern Corp.which ad-
dressed a case strikingly similar to the one at hand:

Trademark licensing is permitted under the Lan-
ham Act so long as the licensor maintains adequate
control over the nature and quality of the goods and
services sold under the mark by the licensee. Here,
defendants do not contend that Northwestern fails
to maintain control over the quality of the goods
sold under its licensed mark. On the contrary, de-
fendants acknowledge that Northwestern itself con-
tinues to manufacture the Model 60 but “unlawful-
ly” places the names of its largest distributors on
the chute doors of the manbs instead of its own
name. Contrary to defendants' assertions, however,
there is no necessity for the name of the licensor to
appear on licensed uses of a mark owned by the li-
censor. Under the Lanham Act, the function of a
trademark is to identify a single, albeit anonymous,
source of the goods. The public need not know the
name of the trademark owner so long as consumers
associate the mark witta single, anonymous
source. Thus, there is mequirement that a trade-
mark be used in association with the name of the
trademark owner. Licensed uses may properly con-
tain only the licensed mark and the name of the li-
censee.

*4 |d. at'8 (citations omitted).

Kimberly-Clark fails to take issue with this
black-letter law, attempting instead to distinguish
between “unlawful” conduct and conduct that renders
a trademark invalid. But in the context of tNerth-
western Corpopinion, the court used the word “un-
lawful” as a synonym for violating the requirements
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of the Lanham Actld. at’9 (“we reject defendants'
assertion that Northwestern's ‘private labeling’ or
licensing ‘misrepresents ttsmurce’ of the goods and
is somehow unlawful.”) Kimberly-Clark also relies
on Alexander Binzel Corp. v. Nu-Tecsys Coff85
F.Supp. 719 (N.D.ll.1992)for the proposition that

private label marketing violates the single source
rule. As the court ilNorthwestern Corpnoted, how-
ever, theAlexander Binzetourt addressed unregis-
tered trade dress claims, not alleged infringements of
a registered federal trademark.

The parties do not dispute that Fort James itself
controls the manufacture dfie bathroom tissue that
it markets as the “Kirkland Signature” private label
for Costco. Accordingly, we will grant Fort James's
motion to strike the “single source” portion of Kim-
berly-Clark's first affirmative defense.

C. Abandonment

Kimberly-Clark also pleasl that Fort James has
abandoned whatever trademark it may have held re-
garding the design imprinted on its bathroom tissue.
Essentially, Kimberly-Clark alleges in this defense
that widespread third-party use of similar designs,
unpoliced by Fort James, has undermined consumer
perception that a single source exists for the goods
that bear the trademarked design.

Fort James correctly points out that a failure to
police cannot alone give rise to abandonment of a
trademark, but can only fatt the strength of the
mark. The law is clear thaa trademark owner's fail-
ure to pursue potential infringers does not in and of
itself establish that the mark has lost its significance
as an indicator of origin.Exxon Corp. v. Oxxford
Clothes, Inc.,109 F.3d 1070, 1080 (5th Cir.1997)
(citations omitted). Where, however, a party can
show that widespread usé similar designs has re-
sulted in a “loss of tradeggiificance,” the defense of
abandonment is made oBe id.

Accordingly, Kimberly-Clark's affirmative de-
fense of abandonment survives a motion to dismiss.
But we note that such a defense may be nearly im-
possible to prove. While the examples of potentially
infringing designs pleaded by Kimberly-Clark sug-
gest a perhaps plausible scenario of abandonment,
they would not provide sufficient proof of 2 Only
where third-party infringements have caused a mark
to loseall significance will abandonment result:
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EN2. They might, of course, provide proof
that the mark had become weaken8ee

Sam's Wines & Liquors Inc. v. Wal-Mart
Stores Inc.,32 U.S.P.Q.2d 1906, 1907-08

(N.D.111.1994).

Without question, distinctiveness can be lost by
failing to take action against infringers. If there are
numerous products in the marketplace bearing the
alleged mark, purchasers may learn to ignore the
“mark” as a source identification. When that oc-
curs, the conduct of the former owner, by failing to
police its mark, can be said to have caused the
mark to lose its significance as a mark. However,
an owner is not required to act immediately against
every possibly infringing use to avoid a holding of
abandonment.

*5 Wallpaper Mfrs., Ltd. v. Crown Wallcovering
Corp.,680 F.2d 755, 766 (C.C.P.A.1982jtations
omitted). But the ultimate success of the defense is
not our concern at this stage of the case.

D. “Quilted” Tissue

Finally, Kimberly-Clark alleges as a defense that
“Fort James does not have the exclusive right to sell
quilted bathroom tissue SeeKimberly-Clark's First
Affirmative Defense, para. 85. Fort James correctly
argues that this lawsuit involves the designs em-
bossed on bathroom tissue, not whether bathroom
tissue may be “quilted” at all. Kimberly-Clark con-
tends that Fort James's amended complaint alleges
that it has the exclusive right to manufacture and sell
“quilted” tissue. See Kimberly-Clark's Opposition
Brief at 5. A close reading of Fort James's amended
complaint, however, makes clear that Fort James's
allegations involve the design embossed upon the
tissue, not its quilted nature. Accordingly, this por-
tion of Kimberly-Clark's affirmative defense has no
relevance to any of the claims at issue and will be
stricken.

II. Motion to Dismiss

The purpose of a 12(b)(6) motion to dismiss is to
test the sufficiency of the complaint, not to resolve
the case on the meritSA Charles Alan Wright &
Arthur R. Miller, Federal Practice and Procedur@
1356, at 294 (2d ed.1990\When evaluating such a
motion, the court must accept as true all factual alle-
gations in the complaint ardfaw all reasonable infe-
rences in the plaintiff's favoHentosh v. Herman M.

Page 5

Finch Univ. of Health Science$67 F.3d 1170, 1173
(7th Cir.1999) Jang v. A.M. Miller & Assocs122
F.3d 480, 483 (7th Cir.1997Dismissal is appropri-
ate only if “ ‘it is clear that no relief could be granted
under any set of facts that could be proved consistent
with the allegations.” Ledford v. Sullivan105 F.3d
354, 356 (7th Cir.1997fquoting Hishon v. King &
Spalding,467 U.S. 69, 73 (198%)Jones v. General
Elec. Co.,87 F.3d 209, 211 (7th Cir.gert. denied,
519 U.S. 1008 (1996)

Fort James moves to dismiss Kimberly-Clark's
Counterclaims | and Il (both for cancellation of
trademarks) on grounds idegdl to those asserted in
support of its motion to ske. Because we apply the
same 12(b)(6) standard these issues, we reach the
same result. Insofar as the counterclaims raise the
“single source” rule, they are dismissed. Fort James's
motion to dismiss the cowtlaims' allegations of
abandonment and loss of trademark function is de-
nied ™

EN3. Unlike the first affirmative defense,
neither counterclaim raises the issue of
whether Fort James has the exclusive right
to sell quilted bathroom tissue.

Like the first affirmative defense, Kimberly-
Clark's counterclaims suffefrom inartful drafting.
But the policies underlyindRule 8 counsel against
dismissal solely for this reason, so we will not do so.
Because we grant Fort Jastemotions to strike and
dismiss in part, however, the clarity of the pleadings
would be improved if Kimberly-Clark amended its
first affirmative defense and Counterclaims | and I
to state, in separate paragraphs, the matters that re-
main. Accordingly, we direct Kimberly-Clark to do
Sso.

lll. Consumer Survey Evidence

*6 At the Rule 16 Conference on July 27, 1999,
Fort James presented a [prénary consumer survey
that purported to measure the likelihood of product
confusion among QUILTED NORTHERN consum-
ers. Kimberly-Clark suggested that the universe of
consumers used by Fort James was underinclusive.
Both parties have indicated that they will likely gath-
er additional survey evidence. In order to conserve
resources and focus discovery, we agreed to take
briefs on the relevant universe of such consumer sur-
veys.
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Before reaching the merits of the question before
us, we must answer Fort James's procedural objec-
tion. Fort James correctly points out that neither party
has brought a motiom limine. Fort James argues
that, because we may not issue advisory opinions, we
should not address the propriety of any particular
survey design. We digeee. Because conducting
consumer surveys often involves a great expense of
both money and effort, we believe the court should
be willing to provide guidance when requested to do
so. Indeed, the Seventh Circuit has explicitly ap-
proved of this practiceSeeUnion Carbide Corp. v.
Ever-Ready Inc.531 F.2d 366, 386 (7th Cir.1976)
(“In light of the cost of taking a survey, this was a
commendable procedure follow.”). Because the
parties cannot agree on survey methodology, we be-
lieve it is appropriate to offer our thoughts.

Fort James would like to survey only people who
identify themselves as users of its product,
QUILTED NORTHERN. Ineted, it has already con-
ducted a preliminary survey limited to this consumer
universe. Kimberly-Clark suggests that only survey
evidence drawn from a universe of all bathroom tis-
sue consumers is appropriate.

We begin with an examination of the plaintiff's
apparent theory of liabilitySeeSterling Drug, Inc. v.
Bayer AG,14 F.3d 733, 740 (2d Cir.1994aragraph
44 of Fort James's first amended complaint states:

Kimberly-Clark's unauthorized use of a design con-
fusingly similar to the Regtered Design Marks on
the same goods on which Fort James uses its
trademarks has caused, and if not enjoined, will
continue to cause, confusion, mistake or deception
among customers of such products. The consuming
public has been, and is being, led by Kimberly-
Clark to believe that products manufactured by
Kimberly-Clark are made by Fort James, and/or
that Kimberly-Clark is affiliated with, connected
with, sponsored by, approved by, or otherwise as-
sociated with Fort James.

This allegation suggests, quite clearly, that Fort
James's theory of the case involves confusion among
all consumers of bathroom tissue. In order to deter-
mine whether confusion exists among all such con-
sumers, the entire bathroom tissue consumer market-
place would be the logicalniverse from which to
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draw a sample. Other things being equal, such a sur-
vey would almost certainly be given more weight
than a survey conductesf a sample drawn from a
more limited universe. We do not hold at this time
that survey evidence celtted solely from QUILTED
NORTHERN consumers will be inadmissib.

EN4. We would be inclined to follow the
court in American Home Prods. Corp. V.
Barr Labs., Inc., 656 F.Supp. 1058
(D.N.J.1987) affd, 834 F.2d 368 (3d
Cir.1987) Refusing to bar admission of sur-
vey evidence drawn from an underinclusive
universe, the court nonetheless remarked
that the “proper universe to test would have
included ... the full range of potential con-
sumers for whom plaintiff and defendants
would compete.” Id. at 1070.

*7 A survey limited toQUILTED NORTHERN
users would not accurately and comprehensively ad-
dress the alleged harm caused by the confusion of the
non-user of QUILTED NORTHERN. These non-
users remain part of the “consuming public,” to
which Fort James targets its allegatié¥s Accor-
dingly, we are somewhat waof the possibly biased
response that a survey sample drawn from the more
limited universe of consumers might prodfitgéwe
predict the jury would be likely to assign it less
weight than it would Kimberly-Clark's proposed sur-
vey.

ENS. Fort James relies dribmanto dispute
the relevance of surveying non-users of
QUILTED NORTHERN. In Libman, the
Seventh Circuit commented that:

It should not have been very hard for
Libman to find some satisfied owners of
its brooms and confront them with the
Vining broom and see whether they
thought it was the same brand of broom.
Without such evidence it would be pure
speculation to conclude that anyone, let
alone a significant fraction of the broom-
buying public, could have been misled in-
to believing that the Vining broom and the
Libman broom were one and the same
brand.

Libman, 69 F.3d at 1364. We agree with
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the Seventh Circuit's dicta insofar as it en-
courages the use of survey evidence in
trademark confusion cases. We believe,
however, that the Court did not purport to
devise a comprehensive method of obtain-
ing survey evidence in trademark cases. In
an appropriate case, feel confident that
the Seventh Circuit would note the prob-
lem of underinclusiveness.

EN6. We need not determine the direction or
extent of such bias to take note of Siee
Federal Judicial CenteReference Manual
on Scientific Evidenc236-37 (1994) (“An
overinclusive universe generally presents
less of a problem in interpretation than does
an underinclusive univse ... If the sample
is drawn from an underinclusive universe,
there is no way to know how the unrepre-
sented members would have responded.”)

CONCLUSION
For the foregoing reasons, we grant Fort James's
motion to strike the portion of Kimberly-Clark's first
affirmative defense to the extent that it relies on the
“single source” rule or the notion that Fort James has
the exclusive right to sell quilted tissue. As to all oth-
er issues, Fort James's motion to strike is denied.

We grant Fort James's motion to dismiss the por-
tions of Kimberly-Clark's Counterclaims | and 1l to
the extent that they rely on the “single source” rule.
As to all other issues, Fort James's motion to dismiss
is denied.

Kimberly-Clark is directed to amend its first af-
firmative defense and Counterclaims | and Il in ac-
cordance with this opinion.

Finally, we suggest that a survey of a sample
drawn from the entire universe of bathroom tissue
consumers would carry greateeight than a survey
of a sample drawn solely from consumers of
QUILTED NORTHERN. Neither of such surveys,
however, would likely be found to be inadmissible on
the ground of the relevant consumer universe.

A status conference is set for October 12, 1999,
at 10:15 a.m.
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N.D.III.,1999.

Fort James Corp. v. Kiberly-Clark Tissue Co.

Not Reported in F.Supp.2d, 1999 WL 966144
(N.D.IIL)

END OF DOCUMENT
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Westlaw

447 F.Supp.2d 266
(Cite as: 447 F.Supp.2d 266)

United States District Court,
S.D. New York.
24 HOUR FITNESS USA, INC., Plaintiff,
V.
24/7 TRIBECA FITNESS, LLC, et al., Defendants.

No. 03 Civ. 4069(RLE).
Aug. 7, 2006.

Background: Operator of fithess centers, based in Cali-
fornia and doing business in Midwest and West under
trademark “24 Hour Fitness,” brought infringement action
against New York based operator using “24/7 Fitness”
mark.

Holdings: The District CourtEllis, United States Magi-
strate Judge, held that:

(1) allegedly infringed mark was presumptively distinc-
tive;

(2) giving consideration to relevant factors, especially
geographical separation, there was insufficient likelihood
of confusion between marks to support Lanham Act in-
fringement claim;

(3) state deceptive practices statute was not violated;

(4) there was no dilutio of trademark; and

(5) alleged infringer had no engaged in cybersquatting.

Judgment entered for defendant.

See als02006 WL 1881763

West Headnotes
[1] Trademarks 382T€=1421

382T Trademarks
382TVIII Violations of Rights
382TVIII(A) In General
382Tkl1418Practices or Conduct Prohibited in
General; Elements
382Tk1421 k. Infringement. Most Cited
Cases

The components of a traghark infringement claim
are a showing that the plaintiff owns a valid mark that
merits protection, and the f@adant's mark results in a
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likelihood of confusion between the two marks. Lanham
Trade-mark Act, § 43(a)(1)(A),15 U.S.CA. 8§

1125(a)(1)(A)

[2] Trademarks 382T €~1363

382T Trademarks
382TVII Registration
382TVII(C) Effect of Federal Registration
382Tk1358Particular Effects; Rights Acquired
382Tk1363k. Nature or Type of Mark; Dis-
tinctiveness and Strengtilost Cited Cases

Trademark “24 Hour Fitnessysed by fitness chain,
was presumptively distinctive, by virtue of having been
registered and in continuous use for five years, even
though it was arguably nantitled to trademark protec-
tion due to being merely descriptive of fitness facilities
that were open around the clock. Lanham Trade-mark
Act, 88 15, 33(b)15 U.S.C.A. 88 10651115(b)

[3] Trademarks 3827 €~21081

382T Trademarks
382TIIl Similarity Between Marks; Likelihood of
Confusion
382Tk1081 k. Factors Considered in General.
Most Cited Cases

In determining whether there is a likelihood of confu-
sion between trademarks, for infringement purposes,
courts are to consider, without limitation, (1) the strength
of the mark, (2) the degree of similarity between the two
marks, (3) the competitive proximity of the products, (4)
actual confusion, (5) the likelihood the plaintiff will
bridge the gap, entering a business area occupied by the
defendant, (6) the defendant's good faith in adopting its
mark, (7) the quality of the defendant's products, and (8)
the sophistication of the purasers. Lanham Trade-mark
Act, § 43(a)(1)(A)15 U.S.C.A. 8 1125(a)(1)(A)

[4] Trademarks 382T €~21033

382T Trademarks
382TII Marks Protected
382Tk1033k. Levels or Categories of Distinctive-
ness in General; Strength of Marks in Genevialst Cited
Cases
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Inherent distinctiveness of trademark “24 Hour Fit-
ness,” used in conjunction with fitness centers and alle-
gedly infringed by competitor's mark “24/7 Fitness,” was
weakened by extensive hotel advertising, touting fitness
centers open 24 hours per day. Lanham Trade-mark Act,
§ 43(a)(1)(A),15 U.S.C.A. 8 1125(a)(1)(A)

[5] Trademarks 382T€~21030

382T Trademarks
382TIl Marks Protected
382Tk1029 Capacity to Distinguish or Signify;
Distinctiveness
382Tk1030k. In GeneralMost Cited Cases

Trademark “24 Hour Fitnessiias not distinctive in
New York City marketplae, weakening infringement
action brought by operator €éifness centers in West and
Midwest, against New York @pators of fitness centers
under trademark “24/7 Fitness”; holder had no facilities
and relatively small number of members in New York,
and did no advertising. Lanham Trade-mark Act, 8§
43(a)(1)(A),15 U.S.C.A. 8 1125(a)(1)(A)

[6] Trademarks 382T€~21096

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1093Relationship Between Marks
382Tk1096k. Particular Marks, Similarity or
Confusion InvolvingMost Cited Cases
(Formerly 382Tk1096(2))

Allegedly infringed trademark “24 Hour Fitness,”
and allegedly infringing mark “24/7 Fitness,” were suffi-
ciently similar to establish possibility of confusion as fac-
tor weighing in favor of trademark infringement finding,
in suit brought by fitness chain against competitor, despite
claim that phrase “24 hoursstanding alone, was refer-
ence to lifestyle, while “24/7” was reference to time. Lan-
ham Trade-mark Act, § 43(a)(1)(Al5 U.S.C.A. 8§

1125(a)(1)(A)
[7] Trademarks 382T€~1104

382T Trademarks
382TIll Similarity Between Marks; Likelihood of
Confusion
382Tk1100Relationship Between Goods or Ser-
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vices Underlying Marks
382Tk1104k. Markets and Territories; Compe-
tition. Most Cited Cases

Competitive proximity of products weighed against
finding that trademark “24 Hour Fitness,” used with fit-
ness centers in West and Midwest, was infringed by mark
“24/7 Fitness,” used by ogers in New York. Lanham
Trade-mark Act, 8§ 439a)(1)(A),15 U.S.C.A. §
1125(a)(1)(A)

[8] Trademarks 382T€~1104

382T Trademarks
382TIIl Similarity Between Marks; Likelihood of
Confusion
382Tk1100Relationship Between Goods or Ser-
vices Underlying Marks
382Tk1104k. Markets and Territories; Compe-

tition. Most Cited Cases

Possibility that holder of trademark “24 Hour Fit-
ness,” used by fitness centers, might enter New York
market was neutral factor, in determining whether mark
was infringed by local fitness centers using mark “24/7
Fitness”; while holder, which had facilities only in West
and Midwest, clearly wanted enter New York market,
there were no immediate plans to do so, and if holder did
enter market, it would likely do so under shared name
arrangement featuring celebrity athlete, avoiding any
name confusion. Lanham Trade-mark Act, § 43(a)(1)(A),
15 U.S.C.A. 8§ 1125(a)(1)(A)

[9] Trademarks 382T€~21086

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1083Nature of Confusion
382Tk1086 k. Actual Confusion.Most Cited
Cases

Small number of incidents of actual confusion, in-
volving customers of alleged infringer operating fitness
centers under mark “24/7 Fitness” asking whether they
were connected with operatof centers using allegedly
infringed mark “24 Hour Fitness,” was of no particular
significance in determining whether likelihood of confu-
sion requirement for Lanham Act infringement violation
was satisfied. Lanham Trade-mark Act, § 43(a)(1)(%),
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U.S.C.A. § 1125(a)(1)(A)

[10] Trademarks 382T€~21629(4)

382T Trademarks
382TIX Actions and Proceedings
382TIX(C) Evidence
382Tk1620Weight and Sufficiency
382Tk1629Similarity; Likelihood of Con-
fusion
382Tk1629(4) k. Consumer Data and

Market Research; Tests and Survéyest Cited Cases

Survey evidence of confusion, between fitness cen-
ters operated under allegedly infringed trademark “24
Hour Fitness” and centers operated under allegedly in-
fringed mark “24/7 Fitness,” was inconclusive at best in
determining if there was likelihood of confusion; while
there was survey purportedly showing that 56% of res-
pondents believe competing fithess centers were same,
there was question whether conclusion was based on “24
hours” reference in both marks rather than full names.
Lanham Trade-mark Act, § 43(a)(1)(A)5 U.S.C.A. §

1125(a)(1)(A)
[11] Trademarks 382T€=21437

382T Trademarks
382TVIII Violations of Rights
382TVIII(A) In General
382Tk1437k. Knowledge, Intent, and Motives;
Bad FaithMost Cited Cases

Operator of fitness centers, under trademark “24/7
Fitness,” did not intend to infringe trademark “24 Hour
Fitness,” used by competitor; operator did not have know-
ledge of allegedly infringed mark at time it adopted alle-
gedly infringing mark, mark was reasonable as descriptive
of characteristic of servicgnd its conduct in contesting
infringement claim was consistent with honest belief there
was no infringement. Lanham Trade-mark Act, §
43(a)(1)(A),15 U.S.C.A. 8§ 1125(a)(1)(A)

[12] Trademarks 382T€=1105

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1100Relationship Between Goods or Ser-
vices Underlying Marks
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382Tk1105 k. Relative Quality.Most Cited
Cases

Quality of fithess provided by company operating fit-
ness centers under allegedly infringed trademark “24
Hour Fitness,” and quality provided by competitor operat-
ing under mark “24/7 Fitness,” were not distinguishable,
for purpose of determining whether there was likelihood
of confusion. Lanham Trade-mark Act, § 43(a)(1)(29,
U.S.C.A. 8§ 1125(a)(1)(A)

[13] Trademarks 382T€=21112

382T Trademarks
382TIIl Similarity Between Marks; Likelihood of
Confusion
382Tk1112k. Persons Confused; Circumstances

of Sale Most Cited Cases

Relatively low level of sophistication, on part of cus-
tomers for fitness services, made sophistication neutral
factor in determining whether there was likelihood of
confusion between allegedly infringed mark “24 Hour
Fitness,” and allegedly infringing mark “24/7 Fitness.”
Lanham Trade-mark Act, § 43(a)(1)(A5 U.S.C.A. §
1125(a)(1)(A)

[14] Trademarks 382T €~21092

382T Trademarks
382TIIl Similarity Between Marks; Likelihood of
Confusion
382Tk1090Nature of Marks
382Tk1092k. Strength or Fame of Marks; De-

gree of Distinctivenesgdost Cited Cases
Trademarks 382T €1104

382T Trademarks
382TIIl Similarity Between Marks; Likelihood of
Confusion
382Tk1100Relationship Between Goods or Ser-
vices Underlying Marks
382Tk1104k. Markets and Territories; Compe-
tition. Most Cited Cases

Balance of factors favored determination that trade-
mark “24 Hour Fitness,” used by operators of fitness cen-
ters in Midwest and West, was not infringed, under Lan-
ham Act, by “24/7 Fitness” mark used by fithess operator
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in New York City area; allegedly infringed mark was in-
herently descriptive rather ah strong, inmarket where
holder was not physically present and had not advertised,
and had no plans to expand to New York using allegedly
infringed mark. Lanham Trade-mark Act, § 43(a)(1)(A),
15 U.S.C.A. 8 1125(a)(1)(A)

[15] Trademarks 382T€=21424

382T Trademarks
382TVIII Violations of Rights
382TVIII(A) In General
382Tk1423Particular Cases, Practices, or Con-
duct
382Tk1424k. In GeneralMost Cited Cases

Failure to satisfy requirements for trademark in-
fringement action, under Lanham Act, precluded claim
that use of mark “24/7 Fitness,” in connection with fithess
centers, was violation of statkeceptive practices statute,
in suit brought by competitor who held trademark “24
Hour Fitness.” Lanham Trade-mark Act, § 43(a)(1)(A),
15 U.S.C.A. 8§ 1125(a)(1)(A)N.Y.McKinney's General
Business Law 88 34350,

[16] Trademarks 382T€=1467

382T Trademarks
382TVIII Violations of Rights
382TVIII(B) Dilution
382Tk1465 Creation of Unfavorable Associa-
tions; Tarnishment
382Tk1467k. Particular Caseddost Cited
Cases

Operator of fithess center, under trademark “24/7
Fitness,” did not dilute tradeark “24 Hour Fitness” used
by competitor, despite claim that link to pornography site
on alleged infringer's Internet website had effect of reduc-
ing selling power of competitor's facilities. Lanham
Trade-mark Act, § 43(c5 U.S.C.A. § 1125(c)

[17] Trademarks 382T €=1502

382T Trademarks
382TVIII Violations of Rights
382TVIII(C) Misuse of Internet Domain Names;
Cyberpiracy and Cybersquatting
382Tk1502k. Knowledge, Intent, and Motives;
Bad FaithMost Cited Cases

Page 5

Operator of fithess center did not engage in cybers-
guatting, when it established website using trademarked
name “24/7 Fitness,” after ceiving claim that it was in-
fringing mark “24 Hour Fitness”; operator added word
“club” to its site name, and took site down shortly after
establishing it. Lanham Trade-mark Act, § 43(dp
U.S.C.A. § 1125(d)

Trademarks 382T€~1800

382T Trademarks
382TXI Trademarks and Trade Names Adjudicated
382Tk1800k. Alphabetical Listing.Most Cited
Cases

24 Hour Fitness.
Trademarks 382T €~1800

382T Trademarks
382TXI Trademarks and Trade Names Adjudicated
382Tk1800k. Alphabetical Listing.Most Cited
Cases

24/7 Fitness.

*268 Ronald Gustav BlumManatt, Phelps & Phillips,
LLP, New York City, Kevin G. Smith Sughrue Mion
P.L.L.C., Washington, DCMatthew Hearle Goldberg,
Weprin & Ustin LLP, New York CityW. Mack Webner
Sughrue Mion Zinn McPeak & Seas, Washington, DC,
for Plaintiff.

Matthew Hearle Goldberg, Weprin & Ustin LLP, New
York City, for Defendants.

OPINION & ORDER
ELLIS, United States Magistrate Judge.

I. INTRODUCTION

Plaintiff, 24 Hour Fitness (“24 Hour”), brought the

following claims against defelants 24/7 Tribeca Fitness,
LLC (“24/7"), 24/7 Gym, LLC, Peter Williams269
(“Williams™), and Peter Williams Enterprises: trademark
infringement undel5 U.S.C. 8 111(4); false designation
of origin and unfair competition undet5 U.S.C. §
1125(a) trademark dilution undet5 U.S.C. § 1125(¢)
cybersquatting undet5 U.S.C. 8 1125(d)njury to busi-
ness reputation and dilution undslew York General
Business Law 8§ 36@; making false and misleading
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statements undétew York General Business Law § 350
and common law trademark infringement and unfair
competition. Pursuant t88 U.S.C. § 636(¢)the parties
consented to the trial of this matter before the under-
signed. A bench trial was held from April 24-26, 2006,
and the parties submitted post-trial briefs shortly thereaf-
ter. For the reasons discussed below, the Court finds that
24 Hour has not established a likelihood of confusion
between the two marks at issue and is not entitled to relief
on its claims. Judgment is therefore entered for defen-
dants.

II. BACKGROUND

A. 24 Hour Fitness

24 Hour is a chain of physical fitness facilities based
in San Ramon, California, operating under the trademark
“24 Hour Fitness.” Updated Joint Pretrial Order, Stipu-
lated Facts (“SF”) 1 1. The company was founded in 1983
and originally operated under the mark “24 Hour Nauti-
lus.” Id. § 2. 24 Hour began using “24 Hour Fitness” in
August 1996.d. § 7. The company has expanded such
that it now operates five facilities in Asia and more than
three hundred and fifty 24 Hour Fitness gyms in fifteen
states, two of which are east of the Mississippi Rilcer.
19 12-13; Trial Transcript (“Tr.”) at 56; Defendants' Ex-
hibit (“DX") A. There are oer 2.8 million current mem-
bers of 24 Hour Fitness, and the company has sold over 8
million memberships. SF § 14. The closest facilities to
New York are in Missouri and Tennessee. Tr. at 61. There
are six thousand 24 Hour members on the East Coast,
twelve hundred of whom live in New York State and six
hundred in New York City. Tr. at 39. 24 Hour offers a
range of fithess services,cinding cardio and strength
training machines, free weightlocker rooms, personal
trainers, racquetball, baskeall, swimming, saunas, mas-
sage, and classes in yoga, aerobics, tai chi, kick-boxing,
and cycling. SF 11 17-18.

24 Hour owns nineteen federally registered marks
containing 24 Hour Fitness and 24 Hour, for, among other
things, health clubs, clothing, backpacks, gym bags, nutri-
tion and exercise books, physical fithess instruction, and
charitable services. Plaintiff's Exhibit (“PX") 1-2deeSF
19 22-27 (listing 24 Hour's trademark registrations). The
mark for “24 Hour Fitness” has been in continuous use for
over five consecutive years. SF § 28. Upon its application
for registration, the United &ies Patent and Trademark
Office did not require a showing of secondary meaning.
Id. T 29.

24 Hour has been quite successful in recent years,
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earning nearly $1 billion in net revenues in 2003, for ex-
ample. SF T 31. In the past five years, the company has
spent over $40 million in print advertising, $80 million in
television advertising, and $10 million in radio advertis-
ing. Id. 1 33-35. 24 Hour is a sponsor of the United
States Olympic Team, hapgraded the Olympic Training
Center in Lake Placid, New Yorld. 11 36-37, and has
sponsored a number of professional and collegiate sports
teams.d. 11 38-39. 24 Hour operates a website, has been
featured on national television shows, and has accrued
various celebrity endorsementd. 1 40-42. Four cele-
brity athletes-Magic Johnson, Shaquille O'Neal, Andre
Agassi, and Lance Armstrong-have collabor&2&6 with

the company to establish co-branded fitness facilites.

99 43-46. Each co-branded facility features the name of
the athlete prominently displayed directly beneath the
name “24 Hour Fitness.5eePX 217 (24 Hour Fitness
Magic Johnson-Sport), 251 (24 Hour Fitness Agassi-
Super Sport), 510 (24 Hour Fitness Shaq); Tr. at 46.

24 Hour has been involved a large number of en-
forcement actions defending its mark. SF {4 47-51; Tr. at
124-25. Of note, 24 Hour obtained permanent injunctions
enjoining the use of 24/7 Fitness and 24/7 Gym in North
Carolina and Michigan in 2002. SF | 48. Both of these
were consent judgmentSee, e.g.PX 274, 276; Tr. at
125-27. In fact, this is thirst of 24 Hour's enforcement
actions to end with an adjudication on the merits. Tr. at
183.

B. 24/7 Fitness

24/7 Fitness Club operates two facilities in New York
City, one at 105 Chambers Street, called the “Tribeca
Club,” and one at 47 W. 14th Street, called the “14th
Street Club.” SF 1 53, 55. The clubs began to use the
term “24/7" between February and April 200d. 11 54,
56. Defendant Peter Williams (“Williams”) owns and
operates the 14th Street Clud. T 59. Wahday Washing-
ton (“Washington”) and Williams together own and oper-
ate the Tribeca Clubd. T 60. Washington and Earl Wil-
son (“Wilson”) owned and operated a third club on 17th
Street,id. 1 61, which no longer exists. Williams had an
ownership interest in the equipment of the 17th Street
Club.Id. 1 62. 24/7's clubs offer cardio and strength train-
ing machines, free weights, classes in aerobics and yoga,
and locker roomsld. f 63. The company provides per-
sonal trainers on an independent contractor blasi§.64.

In July 2002, by letter, 24 Hour contacted 24/7 and
asked that they terminate their use of the 24/7 Fitness
name.ld. § 71. 24 Hour sent another letter in August
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2002,id. 1 72, but 24/7 continued to use and advertise the
name. The instant case was filed on June 4, 2003. 24 Hour
moved for a preliminary injunction, which was denied by
District Judge Laura T. Swain on August 18, 2023.
Hour Fitness USA, Inc. v. 24/7 Tribeca Fitness, LRT7
F.Supp.2d 356 (S.D.N.Y.20Q3Jhe parties consented to
jurisdiction before the undersigned on August 27, 2003.
Both parties moved for summary judgment, which was
denied on April 28, 200224 Hour Fitness USA, Inc. v.
24/7 Tribeca Fitness, LLQ005 WL 991767 (S.D.N.Y.
Apr. 28, 2005) The parties proceeded to trial approx-
imately one year later.

[ll. DISCUSSION

A. Claim of Trademark Infringement Under the Lan-
ham Act

[1] The Lanham Act protects trademark owners
against confusion as to “affiliation, connection, or associ-
ation” in the marketplacd5 U.S.C. 8 1125(a)(1)(A)rhe
components of a trademark infringement claim are a
showing that 1) the plaintiff owns a valid mark that merits
protection, and 2) the defendant's mark results in a like-
lihood of confusion between the two marlB&ennan's,
Inc. v. Brennan's Rest., L.L.C360 F.3d 125, 129 (2d

Cir.2004)

1. Protectable Mark

[2] The protection afforded a mark depends on the
degree of its distinctivenes$he five classic categories,
from least distinctive to most distinctive, are labeled: 1)
generic; 2) descriptive; 3) suggestive; 4) arbitrary; or 5)
fanciful. Two Pesos, Inc. v. Taco Cabana, IrE05 U.S.
763,768,112 S.Ct. 2753, 120 L.Ed.2d 615 (1992)

*271 A mark is descriptive if it describes the product's
features, qualities, or ingredients in ordinary language
or describes the use to which the product is put. A mark
is suggestive if it merely suggests the features of the
product, requiring the purchaser to use imagination,
thought, and perception toagh a conclusion as to the
nature of the goods. An arbitrary mark applies a com-
mon word in an unfamiliar way. A fanciful mark is not
a real word at all, but is invented for its use as a mark.

Lane Capital Mgmt., Inc. v. Lane Capital Mgmt.,
Inc.,192 F.3d 337, 344 (2d Cir.1999)

24 Hour's mark is perhaps most aptly described as
descriptive, even though @gespersons for the company
contend that the intended message is not simply to adver-
tise that the facilities are open twenty-four hours a day.
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CEO Mark Mastrov (“Mastrov”) testified, “Our philoso-
phy was around lifestyle ... making our clubs very inclu-
sive of all walks of life, agesizes, shapes, creeds.” Tr. at
34; see id.at 53-55. The company's broader message
could qualify the mark as, at best, suggestive.

Regardless of the mark's classification, because it has
been registered and in continuous use for over five years,
24 Hour's trademark is incontestable by operation of law
under15 U.S.C. 88§ 106wnd 1115 SeeBrennan's,360
F.3d at 1300nce a mark becomes incontestable, registra-
tion is “conclusive evidence of the validity of the regis-
tered mark and ... of the registrant's exclusive right to use
the registered mika in commerce.”l5 U.S.C. § 1115(b)
Such registration also creates a presumption that 24
Hour's mark is inherently distinctivéane Capital, 192
F.3d at 345Were defendants to attempt to rebut the pre-
sumption of protectability afforded by 24 Hour's registra-
tion, it would be their burden to prove that the plaintiff's
mark was invalid by a preponderance of the evidelace.
Here, defendants have not sought to do so. However, to
succeed on its claims, 24 Hawust still prove that 24/7's
use of the same or similar term in a particular context
causes a likelihood of confusion between the two marks.
SeeKP Permanent Make-Up, Ine. Lasting Impression |,
Inc., 543 U.S. 111, 117, 125 S.Ct. 542, 160 L.Ed.2d 440

(2004)

2. Likelihood of Confusion

[3] The Second Circuit employs a “multi-factor test,”
established inPolaroid Corp. v. Polarad Elecs. Corp.,
287 F.2d 492, 495 (2d Cir.1961p evaluate the likelih-
ood of confusion in trademark infringement caseese
Brennan's 360 F.3d at 130'This test requires analysis of
several non-exclusive factors, including: (1) the strength
of the mark, (2) the degree of similarity between the two
marks, (3) the competitive proximity of the products, (4)
actual confusion, (5) the likelihood the plaintiff will
bridge the gap, (6) the defendant's good faith in adopting
its mark, (7) the quality of the defendant's products, and
(8) the sophistication of the purchasetsl; seePolaro-
id, 287 F.2d at 495While no factor is dispositive, the
“ultimate question” is the “likelihood of confusion as to
the source of the productBrennan's,360 F.3d at 130
(quoting Lois Sportswear, U.S.A., Inc. v. Levi Strauss &
Co.,799 F.2d 867, 872 (2d Cir.1986)

a. Strength of the 24 Hour Mark

“The strength of a mark refers to its ability to identify
the source of the goods .Id. This analysis has two com-
ponents: 1) “inherent distinctiveness” of a mark, and 2)
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“the distinctiveness the mark has acquired in the market-
place.”ld. at 130-31.

*272 (1) Inherent Distinctiveness

[4] Because 24 Hour's traderkas incontestable as a
matter of law, it is presumed inherently distinctitane
Capital, 192 F.3d at 345Furthermore, 24 Hour demon-
strated at trial that since 1996, the company has spent
hundreds of millions of dollars in national advertising to
promote its mark, PX 78-79, 81-82, 86, 501, which “bol-
sters” its strengthMorningside Group Ltd. v. Morning-
side Capital Group, L.L.C.182 F.3d 133, 139 (2d
Cir.1999) seeLexington Mgmt. Corp. v. Lexington Capi-
tal Partners,10 F.Supp.2d 271, 280-81 (S.D.N.Y.1998)
24 Hour uses various forms of media for advertising and
promotion and also promotes its marks through signage
and sponsorship of major sporting events, including the
Olympics. PX 100, 109-12, 117, 124-26, 220-23, 230-32,
458, 508, 514, 516, 519-20, 524-25, 533, 547 (Summary
of 24 Hour Fitness Advertising and Promotion); Tr. at 77-
78, 79-86, 97-98. The company operates a website which
averages over 34,000 daily hits. Tr. at 94-95; PX 538. 24
Hour has also received unsolicited media attention, Tr. at
103-07; PX 147, 239, 546 (Summary of 24 Hour Fitness
Unsolicited Press), which demonstrates its level of na-
tional recognitionSee€Tri-Star Pictures, Inc. v. Ungefl.4
F.Supp.2d 339, 349-50 (S.D.N.Y.199&¢% Hour's part-
nerships with nationally known athletes have generated
additional media attention. Tr. at 40-41, 52, 57, 102; PX
237, 239, 242, 488. The company's sales from its clubs
have amounted to over $1 billion per year since 2004. PX
544 (Net Revenues). In addition, as noted above, 24 Hour
has successfully policed its mark, which adds to its
strength SeeMorningside,182 F.3d at 139

Despite this extensive promotion and the presump-
tion of distinctiveness affordelly the mark's incontesta-
bility at law, 24 Hour faces an uphill battle in establishing
that a phrase so commonly used in business is inherently
distinctive. “[T]he more common the word and the more
commonplace the manner of itsage in a trademark, the
more difficult it is to disface the word's conventional
significance so that it will be associated primarily in the
public eye with the product.Procter & Gamble Co. v.
Johnson & Johnson Inc.485 F.Supp. 1185, 1197
(S.D.N.Y.1979) aff'd, 636 F.2d 1203 (2d Cir.198@find-
ing the strength of the pldiff's trademark for the word
“Sure” on deodorant to be “at best moderate” despite evi-
dence of extensive revenue-generating advertising and
promotion).
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While the phrase “24 hour” is obviously common in
all areas of commerce, and B#our has not initiated liti-
gation against the myriad of business owners currently
using the term, “[tihe owner of a mark is not required to
police every conceivably related use thereby needlessly
reducing non-competing commercial activity and encour-
aging litigation in order to protect a definable area of pri-
mary importance.’Playboy Enter., Inc. v. Chuckleberry
Pub., Inc.,486 F.Supp. 414, 422-23 (S.D.N.Y.1986¢e
Scarves by Vera, Inc. v. Todo Imports Lt844 F.2d
1167, 1174 (2d Cir.1976)The record does not contain
any evidence to syort the claim thaplaintiff's trade-
mark was weakened by uses of similar marks by third
parties.”). InPlayboy,for example, the court found that
the company's choice to settle with “Playgirl” and not to
litigate against magazines called “Players” or “Playguy,”
did not reduce its right to litigate against “Playmef86
F.Supp. at 422-23The court approved of the company's
decision to enforce its “righo protection against use of
marks with the prefix ‘playin areas of direct competi-
tion, the areas most crucial to maintaining its mark's
commercial value.ld. at 423.

*273 In order to show third-party use in the relevant
field of fitness, 24/7 pointed to various hotel websites
advertising a “24 hour fitnegenter.” DX B, C. Extensive
third-party use of a term “can dilute the strength of a
mark.” Lexington, 10 F.Supp.2d at 281n particular,
third-party use of a mark for similar goods is relevant to
“showing a crowded field and that the mark is therefore
weak.”Nikon, Inc. v. Ikon, Corp1992 WL 114509, at *2
(S.D.N.Y. May 1, 1992)(internal quotations omitted);
see, e.g.Nabisco v. Warner-Lambert Ca32 F.Supp.2d
690, 698-99 (S.D.N.Y.1999fextensive third-party use
and/or registration of the i@ “lce” within the confec-
tions field weakened “Ice Breakers” markjts. of Co-
lumbia Univ. v. Columbia/HCA Healthcare Cor®64
F.Supp. 733, 744-45 (S.D.N.Y.19973ubstantial evi-
dence of third-party use of the name Columbia in connec-
tion with a variety of businesses, including hospitals,
healthcare services, and institutions weakened the mark);
Mondo, Inc. v. Sirco Int'l. Corp1,998 WL 849401, at *6-

7 (S.D.N.Y. Dec. 7, 1998ffinding plaintiff's trademark
seriously diminished by trademark search which revealed
at least twenty-three existing or previously existing appli-
cations and registrations for MONDO, covering a wide
variety of products and services, and sixteen existing or
previously existing registrations or applications for
MONDO covering clothing or leather bags of any type).
But seeBear U.S.A., Inc. v. Kim/1 F.Supp.2d 237, 255
(S.D.N.Y.1999)(finding little probative value in evidence
demonstrating the existence of 225 other applications and
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registered marks for clothingpcluding the word “bear”
when only seven of those were active marks or pending
applications using the word gackets or parkas as plain-
tiff did).

In turn, 24 Hour demonstrated that the hotels cited by
24/7 do not use the term “24 hour fithess center” on sig-
nage or brochures, which would indicate trademark use.
PX 558-59; Tr. at 190-91. “The significance of third-party
trademarks depends whoupon their usage.Scarves by
Vera, 544 F.2d at 1173In Lexington,for example, the
defendant had provided telephone directory listings show-
ing that over 125 businessesorporated the word “Lex-
ington” in their namel0 F.Supp.2d at 281-8The court
found that this initial evidence of third-party use was not
competent for consideratiam a maotion for a preliminary
injunction because it did not demonstrate that the marks
listed were actually used by third-parties, well promoted,
or recognized by consumerl. at 282. The court re-
quired the parties to submit supplemental evidence in the
form of a trademark search repord. Ultimately, the
court found that the plaintiff' mark was not weakened by
third-party usage because only seven businesses were of
the same type, and the plafhtivas in the process of ex-
ercising its rights against theid.

In some cases, courts have considered third-party use
evidence absent proof of aatuuse, but have indicated
that such evidence is of limited probative valueNlkon,
1992 WL 114509, at *3in reviewing a motion for pre-
liminary injunction, the courstated that trademark regis-
trations, telephone book entries, advertisements, and pho-
tographs did not establishtaal third-party usage. The
court accepted the Elence “for the limited purpose of
showing that third parties consider [the word ‘smile’]
available for use in connection with both photography and
non-photography related services and produdts. The
court also noted that “th[evidence [did] not establish a
crowded field of trademarks and therefore ... [was] of
limited probative value in assessing the strength of lkon's
SMILE mark.” Id. (internal quotations omittedAccord
*274Pan American World Airways, Inc. v. Panamerican
School of Travel, Inc.,648 F.Supp. 1026, 1034
(S.D.N.Y.) aff'd,810 F.2d 1160 (2d Cir.1986)he Court
views 24/7's evidence in thensa light here. The fact that
various hotels advertise a “24 hour fithess center” demon-
strates that third parties consider the words available to
describe fitness services as open all day. While not de-
monstrative of a crowded fielof similar trademarks, to a
certain degree, this weakens 24 Hour's mark.
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(2) Distinctiveness in the Marketplace

[5] The second aspect of the test for strength-
distinctiveness in the markegjgle-does not assist 24 Hour
in demonstrating a particularly strong mark. A party
claiming trademark infringenm¢ must provide evidence
of a mark's strength in the relevant marketBfennan's,
which involved a claim thaa New York restaurant named
“Terrance Brennan's” infringed on a New Orleans restau-
rant named “Brennan's,” the Second Circuit emphasized
that the “relevant market” ikey to the analysis of the
strength of a trademarB60 F.3d at 132n that case, the
“relevant market [was] the pb of actual and potential
customers of Terrance Brennan's|, the defendant], for it is
those patrons whose potential confusion [was] at issue.”
Id. The court found that Brennan's national advertising
and promotion figures did hanecessarily demonstrate
that “potential dinerin New York Citywho find the word
Brennan's on a restaurant awning will have any reason to
think the restaurant is connected with Brennan's New Or-
leans, or even will have heard of Brennan's New Or-
leans.”ld. (emphasis in original). In that case, the district
court had made no findings related to media exposure or
advertising figures specific to the New York City areh.
See, e.g.,Savin Corp. Vv. Savin Group2003 WL
22451731, at *9 (S.D.N.Y. Oct. 24, 2003kEven though
plaintiff's marks may be strong in the market for sophisti-
cated business equipment ase&tvices, professional engi-
neering services do not reasonably fall within the broadly
defined market of potentially related servicesvgcated
in part on other grounds391 F.3d 439 (2d Cir.2004)

Here, the relevant consumer market is also the New
York City area, where 24/7 runs its gyms. 24 Hour pro-
vided ample evidence of its national advertising and pro-
motion efforts and the resuity revenues in the areas
where its facilities are located. However, “the fact that a
mark has selling power in a limited geographical or com-
mercial area does not endawvwith a secondary meaning
for the public generally.Mead Data Cent., Inc. v. Toyota
Motor Sales, U.S.A., Inc.875 F.2d 1026, 1030 (2d
Cir.1989) seeBrennan's, 360 F.3d at 13224 Hour's Se-
nior Vice-President of Marketg, Linnel Killus, testified
that 24 Hour has done no advertising in New York, or
placed any signage in New Mostadiums. Tr. at 113.
There are only six hundred our Fithess members in
New York City. Id. at 39. 24 Hour's national advertising
reaches New York, but that fact alone does not demon-
strate that the company has selling power here. While 24
Hour demonstrated that its mark is relatively strong in the
areas in which the compaias placed its facilities, and
that the company has receiveignificant national atten-
tion, ultimately this factor weighs against a likelihood of
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confusion because there wassufficient evidence of
strength in the relevant market of New York City.

b. Similarity Between the Two Marks

[6] There are two componerd§the similarity factor:
“whether the similarity between the two marks is likely to
cause 275 confusion and ... what effect the similarity has
upon prospective purchaser§ports Auth., Inc. v. Prime
Hosp. Corp.89 F.3d 955, 962 (2d Cir.1996)he “analy-
sis focuses on the particular industry where the marks
compete.”Brennan’'s,360 F.3d at 133The appropriate
examination requires the couilo “appraise the overall
impression created by ... the context in which [the marks]
are found.”Nabisco, Inc. vWarner-Lambert Co.220
F.3d 43, 47 (2d Cir.200Quoting Streetwise Maps, Inc.
v. VanDam, Inc.159 F.3d 739, 744 (2d Cir.1998)he
overall appearance is critical, and a mark must be viewed
in “its complete form rather than dissect[ed] into its com-
ponent parts.’Lane Capital Mgmt., Inc. v. Lane Capital
Mgmt., Inc.,15 F.Supp.2d 389, 395 (S.D.N.Y.1998he
Second Circuit has recently ruled that a side-by-side com-
parison of the two marks at issue in an infringement case
is inappropriate, and insteathat the marks should be
“viewed sequentially in theontext of the marketplace.”
Louis Vuitton Malletier v. Dooney & Bourke, In@l54
F.3d 108, 117 (2d Cir.200€¢iting Louis VuittonMalleti-
er v. Burlington Coat Factory Warehouse Co#®6 F.3d
532 (2d Cir.2005) Looking at the two marks side-by-
side can be useful in comparing designs, only so long as
the focus remains on the ultimate issue of likelihood of
confusiond. at 117.

Here, the two companies obviously share the use of
the number “24” and the word “Fitness.” 24 Hour's
trademark registrations stiputathat no claim is made to
the latter word alone. Tr. at 172-73. At the same time, 24
Hour cannot possibly claim sokights to either “24” or
“hour” or even “24 Hour.” Thenark at issue is “24 Hour
Fitness.” The sound of the marks is not exactly the same
and the way the marks are displayed is somewhat differ-
ent. 24 Hour uses a stylized script, which has changed to
some degree over the years, but the color scheme has re-
mained the same: red, white, and blue. PX 1-5, 257, 458;
seeTr. at 158. “24 Hour” is written inside a red oval
against a blue oval, with “Fitness” written in blue next to
it. Tr. at 112. 24/7 does not use a consistent logo, but
“24/7 Fitness Club” is always written in block lettering of
various colors, often red, but also black and yellow. PX
492. 24/7 also has signage stating “24 Hour Gym” in
block lettersld. At one point, 24/7 used an oval design on
a t-shirt. PX 429.
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While differences in typeface like those here, and a
plaintiff's consistent use of one logo in contrast with a
defendant's use of various logos, have been found to
weigh against a finding of similaritgeePaco Sport, Ltd.

v. Paco Rabanne Parfums36 F.Supp.2d 305, 316
(S.D.N.Y.2000) the two marks do employ similar lan-
guage and communicate the same mess8ge.Am.
Home Prod. Corp. v. Johnson Chem. G&89 F.2d 103,
107 (2d Cir.1978)comparing Roach Motel and Roach
Inn). Whether that message is intended to reference time
(in the case of 24/7) or lifestyle (in the case of 24 Hour) is
insignificant because the mwwnon understanding of both
terms is the same. Ultimately, the marks are similar
enough in appearance and message to weigh towards a
possibility of confusion. In particular, when viewed with
the marketplace in mind, where a consumer might view
one gym's logo on a local building and another at a differ-
ent time in a national advertisement, this factor favors 24
Hour.

c. Competitive Proximity of the Products

[7] “The third factor address whether, due to the
commercial proximity of the competitive products, con-
sumers may be confused as to their sourdasbro, Inc.
v. Lanard Toys, Ltd858 F.2d 70, 77 (2d Cir.1988he
key here is the possibility276 of confusion in the con-
text in which consumers encounter, and consider purchas-
ing, the parties' productSeeArrow Fastener Co., Inc. v.
Stanley Works59 F.3d 384, 396 (2d Cir.1995)he par-
ties' products are obviously competitive because both
companies provide fitness chilfeaturing similar services
that are usually open to the public twenty-four hours a
day. For the most part, 24 Hids facilities are larger and
provide a wider range of services and items for sale, while
24/7's facilities are more limited. SF 1 16-18, 21, 63, 67-
69. Most critically, the compéaes do not compete directly
because the closest 24 Hour facility which is open to the
public is located thousands of miles away.

Lack of direct proximity is not dispositive. The focus
is on possible confusion asdource. Arrow Fastener59
F.3d at 396(citing Spring Mills, Inc. v. Ultracashmere
House, Ltd.689 F.2d 1127, 1134 (2d Cir.1982)\ccor-
dingly, the Second Circuit hasdicated that consideration
of competitive proximity should be in reference to the
strength of the plaintiff's mark and similarity between the
two marks.d. The court addressed an analogous situation
in Brennan'snoting that the “strength analysis can inform
[the] proximity analysis.”360 F.3d at 135As the court
recognized there, “[i]t is wkestablished that a geograph-
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ically remote mark may nevertheless gain protection in a
distant market, at least whettgere is extensive advertis-
ing or evidence of strong reputation in the distant mar-
ket.” Id. at 134.In that case, the court found insufficient
likelihood of confusion and concluded that the geographic
separation of 1000 miles between the two restaurants was
critical, emphasizing that “[eJven in this age of rapid
communication and travel, plaifi faces a high hurdle to
demonstrate that a single restaurant in New Orleans and a
single restaurant in New Yorkity compete for the same
customers.’ld.

24 Hour is a chain, not a single facility, and its mem-
bers could travel to New York and expect to find its gyms
there. It is thereforpossiblethat 24 Hour and 24/7 could
“compete for the same customersl, and that, given the
similar message communicated by the companies' respec-
tive marks, a 24 Hour member might, at first glance,
wonder if the two were comated. Mastrov testified that
24 Hour members “could have a home in Miami and a
home in Manhattan,” indicating some “crossover,” Tr. at
63, but there was no concrete evidence of this aside from
Mastrov's speculation. Courts, however, do not always
require clear demographic idence to recognize some
crossover in parties' consumer bases. For exampl#i; in
ner, Inc. v. Dream Kitchen, Inahe court noted that resi-
dents of upper Manhattan, defendant's customer base,
travel 100 miles away to $alk County, plaintiff's loca-
tion, for vacation, even thgh the plaintif had not pro-
vided any demographic evidend®95 WL 438627, at *6
(S.D.N.Y. July 24, 1995)The court concluded that this
fact weighed towards a finding of competitive proximity,
in favor of the plaintiff. In this case, however, based on
the demographic evidence thaas been provided, the
Court does not find that the plaintiff merits the same
treatment as iDiner. 24 Hour has only 600 members in
New York City and has not provided any statistics about
the number of its other members who regularly travel
here. The Court cannot surmise, as the court didirier,
about whether the number 2 Hour members who tra-
vel here would be “appreciableltl. Most critically, 24
Hour has not demonstrated that its mark is strong here, an
entirely appropriate considéien in relation to the com-
petitive proximity factor according to the Second Circuit
in Arrow Fastenerand Brennan's,although not consi-
dered in this*277 context by the court iDiner. Given
the geographic separation and the differences that do exist
between the parties' services, the Court finds there is in-
sufficient competitive proximity to weigh towards a like-
lihood of confusion.

Page 11

d. Likelihood that the Senior User will Bridge the Gap

[8] The appropriate question for the fourth factor is
whether the plaintiff is likely to enter defendant's area of
business or whether the average consumer would perceive
that possibility as likelySeeFederal Express Corp. v.
Federal Espresso, Inc.1998 WL 690903, at *16
(N.D.N.Y. Sept. 30, 1998)“This factor is designed to
protect the senior user's ‘interest in being able to enter a
related field at some future time.’"W.W.W. Pharm, Co.
v. Gillette Co0.,984 F.2d 567, 574 (2d Cir.199@)uoting
Scarves by Vera544 F.2d at 1172)Speculative inten-
tions do not demonstrate that bridging the gap is likely,
and a plaintiff should provide evidence of concrete plans.
See, e.gHorn's, Inc. v. Sanofi Beaute, In@63 F.Supp.
318, 325 (S.D.N.Y.1997)finding no likelihood that
plaintiff, a fashion industry consultant and magazine pub-
lisher, would market a perfume where there was no evi-
dence of such plans on the recordang v. Retirement
Living Publ'g Co.,949 F.2d 576, 579, 582 (2d Cir.1991)
(plaintiff's claim that it had “considered” publishing self-
help guides had not crystalized, was speculative, and did
not demonstrate a likelihood of entering the defendant's
market).

24 Hour's intent to someday enter the New York
market was clear at trialthe company has, for a number
of years, been exploring the market, has bid on several
buildings, toured possible sites, signed letters of intent to
purchase existing gyms, and developed marketing plans.
Tr. at 43-45. While company executives testified that 24
Hour has no specific plans in the acquisition process at
this time,id. at 59-60, the company is clearly expanding
rapidly nationwide. Mastrov #ified, however, that the
events of the terrorist attagkn New York City on Sep-
tember 11, 2001, had slowed the company's progress be-
cause 24 Hour decided to figscertain the extent of the
New York market's recovery taf the incident. Tr. at 65.

He also indicated that the instant litigation had deterred
their immediate commitmernb a New York locationld.
at 47, 65, 68.

One fact does temper thenmusion that this factor
weighs in 24 Hour's favor: ¢hrecord shows that the facil-
ity 24 Hour is most likely to open in New York would be
co-branded with the basketball star Magic Johnkbhrat
43, 47, 67-68. Such a facility, in light of the other factors
analyzed thus far, would not risk likelihood of confusion
given the distinct celebritgssociation and the actual dif-
ference in the name of the facility itsebeePX 217
(showing that the name of a current co-branded facility is
24 Hour Fitness Magic Johnson-Sport). The likelihood of
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bridging the gap requires both a consideration of the
plaintiff's intent to expand and of the type of services or
products likely to be offeredSee Diner, 1995 WL
438627, at *7(finding plaintiff likely to bridge the gap
because it had entered into a lease in the relevant area and
the services it intended to provide would compete with
defendant). Therefore, while there is a definite likelihood
that 24 Hour will enter 24/7's market, the fact that its
planned facility may be quite distinct from defendant's
facility renders this factor neutral.

e. Actual Confusion

[9] Evidence of actual consumer confusion is strong
evidence of a likelihood of confusiori278Mobil Oil
Corp. v. Pegasus Petroleum Corg18 F.2d 254, 259 (2d
Cir.1987) “Even if the movant shows actual confusion by
only a small percentage of buyers, he may sustain his case
based on the inference that a few proven instances of ac-
tual confusion betoken a more substantial likelihood of
confusion.” Lon Tai Shing Co., Ltd. v. Koch + Lowy,
1991 WL 170734, 19 U.S.P.Q.2d 1081, 1089
(S.D.N.Y.1991) Confusion, whether actual or likely, can
take various forms. First, a consumer may buy one prod-
uct mistakenly thinking it is a different produ&ayboy,
486 F.Supp. at 4285econd, a consumer may be “con-
fus[ed] as to source,” and think that a plaintiff company's
product is associated ith a defendant companyd.
Third, a defendant may “gain a foothold in plaintiff's
market by exploiting sublimal or conscious association
with plaintiff's well-known name.'ld. It is not necessary
for a plaintiff to present “evidence of mistaken completed
transactions.’Morningside Group182 F.3d at 141Con-
fusion as to “affiliation, connéion, or association[,] ...
damage to good-will, or loss of control over reputation,”
are actionable forms of trademark infringemeds, Dal-
las Cowboys Cheerleaders, Inc.Pussycat Cinema, Ltd.,
604 F.2d 200, 204-05 (2d Cir.19724 Hour offered in-
cidents of actual confusion as well as survey evidence
concluding that there is a likelihood of confusion of asso-
ciation.

(1) Incidents of Actual Confusion

24 Hour presented evidence that 24/7's employees re-
call that a number of people have come into 24/7 and
asked whether there was an affiliation between 24 Hour
and 24/7, including some who asked if they could use
their 24 Hour Fitness membeigltcards at one of 24/7's
facilities. JX F at 56-57 (deposition of Adolphus Holden);
JX G at 71-74 (deposition @darbara Holden); JX D at
47-52 (deposition of Tesean Green); JX A at 39-43 (depo-
sition of Jesse Alvarado); JX J at 219-20 (deposition of
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Wahday Washington). One eloyee noted that two of
those inquiries resulted in those individuals paying a fee
to work out at 24/7. JX G at 71-72. It appears the majority
of these people were from other parts of the country
where 24 Hour has facilities. JX G at 71-74; JX D at 47-
52; JX J at 219-20.

While evidence of actual mistaken transactions is not
necessary, the kind of consumer confusion which the law
protects against is “that which affects the purchasing and
selling of the goods or services in questiobahg, 949
F.2d at 583internal quotations omitted). “There is a dif-
ference between isolated expressions of momentary con-
fusion and confusion that leads to actual purchasing deci-
sions.” Trs. of Columbia Univ.,964 F.Supp. at 74Bpe-
cifically, “[iinquiries about the relationship between an
owner of a mark and an alleged infringer do not amount
to actual confusion. Indeeduch inquiries are arguably
premised upon &ck of confusion between the products
such as to inspire the inquiry itselfNora Beverages, Inc.

v. Perrier Group of Am., Inc.269 F.3d 114, 124 (2d
Cir.2001)(emphasis in originalgeeDeere & Co. v. MTD
Holdings Inc.,2004 WL 324890, at *14 (S.D.N.Y. Feb.
19, 2004) Accordingly, a consumarassumption that two
companies are the same or associated is more powerful
evidence of confusion thanmaere inquiry about associa-
tion. See, e.g.M. Fabrikant & Sons, Ltd. v. Fabrikant
Fine Diamonds, Inc.,17 F.Supp.2d 249, 253-54

(S.D.N.Y.1998)

Incidents of actual confusion are often weighed
against sales volumesee, e.g.C.L.A.S.S. Promotions,
Inc. v. D.S. Magazines, Inc753 F.2d 14, 18 (2d
Cir.1985) (two incidents found insignificant in light of
sales volume)Windsor, Inc. v. Intravco Travel Centers,
Inc. 799 F.Supp. 1513, 1524-25 (S.D.N.Y.199@ne
incident found*279 insignificant in light of sales vo-
lume). Where, however, the incidents clearly demonstrate
an assumption that the defendant's product belongs to the
plaintiff's company, even single incident has been de-
termined to favor the plaintiffSee Bear U.S.A., 71
F.Supp.2d at 25%one incident of customer attempting to
return defendant's product daintiff's store characterized
as “minimal” but favoring plaintiff)see alsaCache, Inc.

v. M.Z. Berger & Co.2001 WL 38283, at *10 (S.D.N.Y.
Jan. 16, 2001)

The fact that some indiviéls paid a one-time fee to
work out at 24/7 after being told it wast affiliated with
24 Hour does not demonstrate confusion. There was no
evidence that confusion lexhyone to buy a membership
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at 24/7, thinking it was connected to 24 Hour. The evi-
dence did show that a few people either sought to clarify
whether there is an affiliation between the two companies,
or initially assumed that affiliation. Assuming the latter,
these incidents weigh in plaintiff's favor. However, given
the sales volume of both companies, the number of inci-
dents reported here aretqparticularly significant.

(2) Survey Evidence

[10] 24 Hour attempted to bolster the evidence of ac-
tual confusion with a consumer survey. Expert Philip
Johnson conducted a “Squirt” survEy* involving four
hundred adult consumers between eighteen and fifty years
of age. Tr. at 259-6%BeePX 373 (“Johnson Survey”) at
3. Respondents were selected to participate if they had
joined a health club in the past six months or intended to
do so in the next six monthsl. at 260; Johnson Survey at
3. The interviews took place in eight shopping mall-based
research facilities within awenty-mile radius of New
York City. Tr. at 260; Johnson Survey at 3. A control
group was shown a television commercial from Lifetime
Fitness, while a test group was shown a 24 Hour Fitness
television commercial. Tr. &62-64; Johnson Survey at
4. Each respondent was then shown three health club print
advertisements, one at a time, in rotated order, and asked
whether they thought the health club in the print ad was
the same as the one advertised in the television commer-
cial. Johnson Survey at 5. The print ads were from 24/7
Fitness, Omni Health and Fitness, and New York Health
and Racquet Cluld. The statistical error for the survey
was in the range of plus or minus 5.9%.at 6.
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ENL1.In a “Squirt” survey, also called a Monadic
sequential survey according to Johnson, the res-
pondent is shown material from both products at
issue, one after the other. Tr. at 297. In another
form of survey, an “Ever Ready” survey, the res-
pondent is shown only the junior mark and asked
“if they have a belief about the source, and what
that belief is.”Id. at 298. Johnson said that his
survey “bears some resemblance to both” forms,
but was “certainly designed ... to show both par-
ties, [as in a Squirt survey,] rather than the Ever
Ready design, which only shows ondd. at
297.

The results of the survey®hed that 56% of the res-
pondents reported a belief that 24/7 was the same as 24
Hour Fitness, with 28% of those respondents indicating
that the name contributed to their reason for this bédlef.
at 8. In comparison, 33 reported a belief that 24/7 was the
same as Lifetime Fitness, with 5% of those giving a re-
sponse indicating that the name contributed to this belief.
Id. An additional 8% reported a belief that there is a rela-
tionship or sponsorship between 24/7 and 24 Hour, with
4% of those giving an indication that their basis for that
belief was the name, and 9% reported they believed there
was a relationship or sponsorship between 24/7 and Life-
time Fitness, with 2% of those indicating that the basis for
their *280 belief was the namdéd. at 9. These results are
summarized in the table below:

Respondents reporting a belief that Respondents reporting a belief that the

the two gyms are the same

two gyms have a relationship or sponsor-
ship

24 Hour
Fitness vs. 24/7 Fitness

56%

with 28% of those reportintpe
namecontributed to this belief

8%
with 4% reportingthe namecontri-
buted to this belief

Lifetime 33%

Fitness vs. 24/7 Fitness

with 5% of those reportinthe
namecontributed to this belief

9%
with 2% reportingthe namecontri-
buted to this belief

Johnson concluded that these results demonstrate an
“adjusted” likelihood of confusion rate of 23-26%, de-
pending on the mode of adjustmedut.at 11-12.

24/7 obtained expert Eli Seggev to criticize the John-
son SurveySeeDX | (“Seggev Report”). Seggev raised a
number of problems with the survey that, he testified,
made it “worthless.” Tr. at 392. First, Seggev criticized

Johnson for choosing Lifetime Fitness as the control
group, such that the survepmpared “apples to oranges”
instead of “apples to applesSeggev Report at 2. He said
that the control should have been another fitness facility
that advertised that it was open twenty-four hours a day.
Id. 24 Hour argues the contralas proper because it is a
traditional survey method to use a control that shares cha-
racteristics with the stimuli to be compared, except for the
characteristic at issue, inishcase, the words “24 hour.”
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Plaintiff's Post-Trial Brief(24 Hour Brief”) at 12-13.
However, the Court finds Seggev's criticism compelling,
especially in light of the fadhat a number of 24 Hour's
enforcement actions have eddm agreements as to ac-
ceptable uses of the followingords, some as trademarks
and others as descriptors: “open 24 hours,” “24 hour,” “24
hour a day,” “Fit 24 Club,” “Workout 24/7,” “24/7 Tan-
ning and Fitness,” and “The 24 Hour Gyns&ePX 540,

541. As conducted, the survey does not measure the
amount of confusion between “24 Hour Fithess” and
names such as these, or a name such as “All Day Gym,”
for that matter, compared to the amount of confusion
claimed with “24/7 Fitness.”

Seggev also criticized the evaluation of the survey re-
sults. Seggev Report at 3. Johnson characterized the re-
sults as demonstrating that 28% of the respondents re-
ported that their belief that 24/7 and 24 Hour were the
same or related was “because of the name.” According to
Seggev, this characterization was misleading because
some of those respondents atiy stated “because of the
name” or a similar statement, while others said “open 24
hours,” “24/7,” or “It is 24/7 Fitness.” Seggev said that
these latter responses should not have been lumped to-
gether with those who specifically said something about
“the name.”ld. at 4. Such responses could indicate that
the basis for the confusion was an impression that the
businesses were both open 24 hours a day, not just the
name. He pointed out that the percentage of respondents
that clearly stated that “theame” was the basis for their
belief were as follows: 4% said “same name,” 1% said
“because of the name,” 1%idd&names are similar,” and
3% said “same gym/Fitness Clubd. at 3. If only those
categories are counted, confusion that is clearly “because
of the name” drops to 9%. If “same gym/Fitness Club” is
omitted, because it also does specifically state that the
name is the basis for the confusion, the percentage is even
lower. While Johnson's study used a “double blind” ap-
proach, that is, neither the interviewers or the respondents
were aware of the purpose of the research or the identity
of the party commissioning ¢hsurvey, Johnson Survey at
7, the coding was not similarly “blind”: Johnson knew the
purpose of the research and was employed281 24
Hour. Therefore, his biases could be reflected in the cod-
ing of the responseSeeTr. at 413-15.

A survey Johnson performed in another case was also
criticized for “lumping” respondents' statemenSee
Coors Brewing Co. v. Anheuser-Busch Co., 11802
F.Supp. 965, 973 (S.D.N.Y.1992h Coors Brewing Co.,
the plaintiff claimed thatthe defendant's commercial
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comparing their beer, Natural Light, to Coors Light, in-
cluded implied falsehoods about their brewing and ship-
ping processedd. at 967. The plaintiff hired Johnson to
evaluate the impact of the advertisemeldsat 970. The
court found that the opemded questions the survey
asked were “generally reliable,” but that some of the re-
sults were uninformative because Johnson had “lumped
together the percentage of respondents who said that
Coors Light isdiluted and the percentage of respondents
who said that Coors Light iwatered down.”ld. at 973
(emphasis added). The court found that “it is literally true
that in one sense Coors Light is ‘diluted,” [in that, after
shipping, local water is added to Coors' high gravity brew
which has an alcohol content over the statutory maxi-
mum], [but] Coors Light does not appear to be ‘watered
down,’ in the sense of containing more water than beer
should or than Natural Light doesld. Ultimately, the
court said that “because [tieewas] no way of knowing
what percentage of respondents said that Coors Light is
diluted and what percentage said that Coors Light is wa-
tered down, this category of responses has no probative
value.”ld.

Here, although Johnson lumped together certain res-
ponses to reach his final percentages, he did provide a
breakdown, which allows the Court to make its own con-
clusion about the probative value of the various res-
ponses. The Court finds that Johnson's survey has little
probative value as it does no more than verify the possi-
bility of a low level of confusion. As Seggev pointed out,
the survey did not measure whether another gym advertis-
ing that they were open 24 hours a day would generate a
similar level of confusion. Tr. at 393-94. At the same
time, the survey does not adequately distinguish between
respondents confused because of the name, and those con-
fused because the two facilitieppear to offer a similar
service, that is, 24-hour aess. Furthermore, the ques-
tions asked were somewhat leading. By asking “Do you
believe that the health and fitness club in this ad is OR is
not the same as the one that was advertised in the televi-
sion commercial,” Johnson &gy at 5, the interview
suggests that the respondents attempt to find a connection.
Of course, researchers are often in a bind: on the one
hand, criticized for leading questions, on the other, criti-
cized for questions that are so general as to be unhelpful.
SeeWarner Bros. Inc. v. Am. Broad. Co., Iné20 F.2d
231, 244 (2d Cir.1983)n the end, however, this survey
did not control for the power of suggestion.

24/7 has raised a number of other criticisms of the
Johnson Survey, which the Court finds also erode its
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probative value. Because only one of the testing sites used
in the survey was in Manhatt, 37.5% of the respondents
were not from New York City, but were instead from
New Jersey and Long Island. Defendant's Post-Trial Brief
at 14;seeBrief in Support of Defendants' Motion In Li-
mine to Exclude the Testimony and Survey Report of
Philip Johnson at 6-7 and Exh. A. Only 7.06% of 24/7's
members are from New Jersey and Long Isl&hd/Vhile

the use of a twenty-mile radius may be standard in sur-
veys such as this, a smaller range would appear to be
more appropriate in this casgiven the nature of the ser-
vices at issue and the location. While many people com-
mute from New Jersey and Long Island to wt2B2 in
Manhattan, and some perhaps join a gym near their
workplace instead of their homthose most likely to be
prospective consumers live in Manhattan, and the fact that
the survey included a sigrifint number of respondents
who do not, makes the survey's assessment of the likelih-
ood of confusion among 24/7's consumer base less con-
vincing.

In addition, because the survey included respondents
who had recently joined a gyrthey were not technically
prospective purchasers ofggm membership. This might
be appropriate for some products or services since “past
users are good proxies for future purchase@imber-
land Packing Corp. v. Monsanto C&2 F.Supp.2d 561,
572 (E.D.N.Y.1999) see, e.g.Coors Brewing Co.802
F.Supp. at 97((survey included respondents who had
consumed beer in the preceding four weeks). However,
since gym memberships usually last one or two years, that
choice seems problematic here. Evendomberland,
which involved surveys testing confusion between pur-
chasers of sugar substitutes, a product a consumer might
buy on a daily or weekly basis, such logic was not con-
vincing. Seeid.; accord Universal City Studios, Inc. v.
Nintendo Co.,746 F.2d 112, 118 (2d Cir.198¢)T]he
survey utilized an improper universe in that it was con-
ducted among individuals who had already purchased or
leased Donkey Kong maclds rather than those who
were contemplating a purchase or leaséfi. Footwear
Corp. v. Gen. Footwear Co609 F.2d 655, 660 n. 4 (2d
Cir.1979)(past purchasers of hiking boots were not prop-
er participants in surveylConsidering both the evidence
of actual confusion and the survey evidence, the Court
finds this factor, at best, inconclusive as to whether con-
sumers are likely to be confused.

f. Intent to Confuse
[11] If a defendant “adopted its mark with the inten-
tion of capitalizing on plaintiff's reputation and good will
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and any confusion between his and the senior user's prod-
uct,” the court may find bad faith, and therefore, a likelih-
ood of confusionLang, 949 F.2d at 588quoting Edison
Bros. Stores, Inc. v. Cosmair, In651 F.Supp. 1547,
1560 (S.D.N.Y.198%) Prior knowledge of another's
trademark and continued use after notice from the plain-
tiff may support a finding of bad faitiMobil Oil Corp.,

818 F.2d at 2585tern's Miracle-Gro Prod., Inc. v. Shark
Prod., Inc.,823 F.Supp. 1077, 1088 (S.D.N.Y.1998)a
plaintiff's mark is long-standing and the marks are very
similar, a defendant must provide “a reasonable explana-
tion of its choice [in order] to establish lack of intent to
deceive."Stern's Miracle-Gro823 F.Supp. at 108Fac-

tors that support a finding of good faith include
“[s]election of a mark thateflects the product's characte-
ristics, request for a trademark search and reliance on the
advice of counsel.Lang,949 F.2d at 583

First, 24/7's mark clearly reflects a characteristic of
the company's services. Huetmore, Washington pro-
vided a credible explanation about how he chose the name
in mid-2001, and why he decided to use 24/7. Washington
first acquired a gym originally called Johnny Lats, and
was required, by agreement with the previous owner, to
change the name within fiwgears. Tr. at 355. The “tag
line” of the existing gym included “open 24 hours seven
days a week.1d. at 356. Washington wanted to incorpo-
rate “fithess” into the new name and originally thought
about adding “24/7 365.1d. He eventually decided to
shorten it to 24/7 écause “it looked good.ld. at 357.
While “doubts about intent are resolved against the new-
comer, ... a reasonable explanation of its choice is essen-
tial to establish lack of inté¢ to deceive, specially [sic]
where the*283 prior mark is a coined or fanciful one.”
E.l. DuPont de Nemours & Co. v. Yoshida Int'l, Ir893
F.Supp. 502, 514-15 (E.D.N.Y.197%omparing plain-
tiff's mark, TEFLON, to defendant's, EFLON). Because
Washington's explanation wacredible and reasonable
and the 24 Hour mark is atdiesuggestive, not “coined or
fanciful,” the Court finds 24/7 has met the burden of pro-
viding the required explanation.

While 24/7 is charged with constructive knowledge
of 24 Hour's trademark undéb U.S.C. § 1072the evi-
dence showed that the individuals responsible for choos-
ing the 24/7 mark did not have actual knowledge of 24
Hour's trademark when seting the 24/7 name. Wash-
ington subscribes to the Club Business Industry magazine
in which 24 Hour has been featured regulasgeTr. at
101-02; PX 546, but this doest clearly demonstrate that
he had previously noted the company's trademark use of
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“24 Hour.” Washington testified that he first heard of 24
Hour when he saw their logo during a televised 2002
playoff game between the Yankees and the Angels. Tr. at
358, 364-65™2 24 Hour also points out that Barbara and
Adolphus Holden, two of 24/ employees, stated that
they had previous knowledge about 24 Hour Fitness. JX F
at 42; JX G at 11-12, 30. Barbara Holden agreed she had
known about 24 Hour “for awhile,” JX G at 11-12, 30,
and Adolphus Holden said he knew about the company
since it changed from “Familffitness” to “24 Hour Fit-
ness,” JX F at 42, which could have been around 1995.
SeeTr. at 32. However, there was no evidence these em-
ployees had any input in creating the name for 24/7.

EN2. Washington origindy characterized the
game as a “World Series” ganseeTr. at 358,
364-65, but of course, the Yankees and Angels
are both American League teams and would not
meet in the World Series. The Anaheim Angels
defeated the New York Yankees in the 2002
American League Division Series.

24/7 did not do a trademark search before adopting
the name. After receiving a cease and desist letter from 24
Hour, the company decided tmdertake a search and its
attorney, Earl Wilson, also a former partner in the 24/7
clubs, found the results inconclusive. JX L at 27-28
(“maybe you could get this name and maybe you can't,
we're just not sure”). Washington and Williams told Wil-
son that his search was sufficielat. at 32, 52. While this
trademark search may have been incomplete,

[the Second Circuit] has never held adoption of a mark
with no knowledge of a prior similar mark to be in bad
faith even in the total absee of a trademark search,
much less on the basis of allegedly flawed trademark
search.... Furthermore, in some cases even where a
trademark search resulted in knowledge of the earlier
mark, in the absence of additional evidence indicating
an intent to promote confusion or exploit good will or
reputation, th[e] Court has found the junior user to be in
good faith.

Star Indus., Inc. v. Bacardi & Co412 F.3d 373, 388
(2d_Cir.2005)(citations omitted). Because the legal ad-
vice 24/7 received upon conducting a trademark search
was inconclusive, the company's decision to continue to
use the name, even in the face of possible litigation, is not
evidence of bad faith.

24 Hour attempts to use other aspects of 24/7's con-
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duct in this litigation as evidence of bad faith, including
the fact that 24/7 persisted in using the name while litigat-
ing this case. 24 Hour Brief at 15-16. Courts have found
such persistence to contribute to a finding of bad faith.
See, e.9.*284The Am. Auto. Ass'n v. AAA Auto. Club of
Queens, Inc.1999 WL 97918, at *7 (E.D.N.Y. Feb. 8,
1999) Tri-Star Pictures,14 F.Supp.2d at 357-58iow-
ever, these cases are distinguishable because many other
factors contributed to the bad faith finding. For example,
in Am. Autothe court found that the defendant was aware
of the plaintiff's mark before adopting his own, that his
mark was not descriptive of his services, that he adver-
tised identical services as the plaintiff although he did not
actually offer all of those services, and that he had not
offered a credible explanation of his development of the
mark.1999 WL 97918, at *7Similarly, in Tri-Star Pic-
tures,the court found that the defendant had actual know-
ledge of the plaintiff's title wén he adopted his, referred
to plaintiff's film in a brochure advertising his own, mar-
keted the film in Japan with plaintiff's name and a “II” to
imply it was a sequel, was evasive and incredible in testi-
fying at trial, and failed to offer a credible innocent ex-
planation for his choice of titlel4 F.Supp.2d at 357-58.
The facts here are simply inapposite.

The Courtis required to consider a defendant's con-
duct after being notified of an infringement clai®ee
Int'l Star Class Yacht Racing Ass'n v. Tommy Hilfiger,
U.S.A., Inc..80 F.3d 749, 753 (2d Cir.199@emanding
on the issue of bad faith and finding that the district court
gave no consideration to defendant's conduct after litiga-
tion was initiated). Irint'l Star Classthe defendant had
copied the name of the pldiifis yacht racing association
word-for-word, as well as its solid red five-pointed star
logo, and applied it to a line of “classic nautical
sportswear” with “authentic dails taken from the sport
of competitive sailing” and “elements and patterns taken
directly from actual racing sailsld. at 751. In noting that
the district court should have considered the defendant's
persistence in using the mairk the face of litigation as
evidence of bad faith, the court stated, “Hilfiger was bet-
ting on the fact that ISCYRA would not prevail in its suit.
Hilfiger lost that bet, and should not escape the conse-
guences of its conductld. at 754.

On its face, 24/7's conduseems similar in that the
company has conducted itself as if it will prevail here.
When given notice of 24 Hour's claim, Williams briefly
explored plaintiff's claim by conducting an initial trade-
mark search, which revealed inconclusive results. 24/7
continued to advertise its gyms, and initiated a website.
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Williams then offered to settle for half the cost of litiga-
tion, which 24 Hour characterizes as extortion. 24 Hour
Brief at 16. With no prospect of settlement on his terms,
Williams dug in his heels and trial ensued. 24/7 presents a
number of statements from Williams and his employees
which show his intent to fight. At his deposition, Wil-
liams said “[W]e offered to change our name to 24/7
Gym™2 and you people turned it down, my impression
was that you were pigs, inconsiderate and deserved for me
to put a fight up because it was inappropriate and bully-
ing.” JX K at 299-300. One of his employees said Wil-
liams did not really care about the name but that “He
wants to get paid for it.” JX F at 81. Williams admitted
that physically changing theame would be easy. Tr. at
212, 215. Williams also testified that his belief in his posi-
tion was strengthened when 24 Hour's motion for a pre-
liminary injunction was deniedd. at 228.

EN3. If Williams's statement is true, and 24 Hour

turned down an offer to use the name “24/7
Gym,” this could raise some questions concern-
ing 24 Hour's behavior. 24 Hour had agreed to
let a prior alleged infringer use, descriptively,

“The 24 Hour Gym,” which appears to be closer
to its mark. PX 540.

*285 In any case, Williams's conduct is not as egre-
gious as innt'l Star Class,and arises in a somewhat dif-
ferent factual context. The infringement in that case was
clearly deliberate. Even if Higer assumed its use of the
words from the mark of a sailing company was legal, the
fact that the defendant had adopted the plaintiff's logo was
virtually admitted because the company atised its line
of clothing as containing details from competitive sailing.
Seelnt'| Star Class,80 F.3d at 75Zdistrict court issued
permanent injunction enjoiningilfiger's use) Hilfiger's
trademark search was onlyrfamarks within a clothing
classification and did nospecify that the company
planned to use the mark on nautical clothing with details
from competitive sailingld. at 753.Furthermore, Hilfiger
went against the advice of its counsel, who told the com-
pany to do a wider search before proceedidgFinally,
the court found that Hilfigelhad failed to give a “credible
innocent explanation” for the use of the Star Class mark.
Id. (citations omitted).

Here, in contrast, the Court has found that 24/7 has
offered a credible and reasd@ explanation for its use
of the term 24/7. In addition, 24/7 did not go against the
advice of counsel in deciding to persist in testing its rights
and go to trial in this case. Williams's statements lambast-
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ing 24 Hour for filing suit against him, while perhaps in
poor taste, do not support a finding that 24/7 adopted its
name with intent to trade on 24 Hour's reputation. Instead,
they are consistent with his belief that his use of 24/7 does
not infringe and that, if 24 Hour wants to preclude him
from using the term, he should be compensated.

The Court sees Williams's offer to settle for half the
cost of litigation, which amounted to a demand of be-
tween $250,000 and $750,000, JX K at 300; Tr. at 224-
26, in the same light. A reasonable belief that one is act-
ing within one's rights may mitigate against a finding of
bad faith.SeeNew York State Soc. of Certified Pub. Ac-
countants v. Eric Louis Assoc., In@9 F.Supp.2d 331,
349-50 (S.D.N.Y.1999)citing E. & J. Gallo Winery v.
Consorzio del Gallo Nero,782 F.Supp. 472, 475
(N.D.Cal.1992). On the other hand, failing to consult
trademark counsel and persisting in pressuring a plaintiff
to purchase a mark or name can show not only that one's
belief is not reasonable, but also bad falth. Williams
did seek counsel's advice by doing a trademark search,
which was inconclusive. He could have pursued further
advice, but subsequently obtained counsel to litigate this
case on his behalf. He framed his offer to settle in refer-
ence to the costs of litigation, not an unreasonable basis
upon which to start if one believes in one's legal posi-
tion.™ Cases in which exorbitant demands contribute to
a finding of bad faith involve stronger additional evidence
of intent to confuseSee, e.g.TCPIP Holding Co., Inc. v.
Haar Comm., Inc.244 F.3d 88, 103 (2d Cir.200{gom-
pany registered 66 domain names after receiving cease
and desist letter and and then offered to sell 16 or more
names in a package of around a half million dollars in
exchange for plaintiff's domain namé@)ys R Us Inc. v.
Abir, 45 U.S.P.Q.2d 1944, 1948 (S.D.N.Y.199@¥fen-
dants admitted to intending to confuse).

EN4. The Court has no evidence to assess the ac-
curacy of Williams's estimate of plaintiff's costs,
and, of course, makes no finding on that ques-
tion.

Finally, 24 Hour points to 24/7's website which at
one point contained links to pornography, as another indi-
cation of bad faithSeeFord Motor Co. v. Lapertosd.26
F.Supp.2d 463, 466 (E.D.Mich.2000Courts uniformly
have held ... that the use of a famous trademark in a do-
main name used to purvey pornography constitB&s
dilution.”). 24/7 contracted with a third party to construct
the website. Both Williams and Washington testified
credibly that as soon as they realized the site had links to
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pornography, they told the creator to take the website
down. Williams failed to follow up on this direction, and
the site was not removed. When it was again brought to
his attention, however, he ensured that it was disabled. Tr.
at 234. The website, while perhaps demonstrating a lack
of due diligence in relation to 24/7's own business mat-
ters, does not show bad faith in this context. Considering
all the evidence, the Court finds that this factor weighs
against 24 Hour in that there is insufficient evidence for a
finding that 24/7 demonstrated an intent to capitalize on
the strength of 24 Hour's mark in naming their fitness club
24/7 Fitness.

g. Quiality of the Products

[12] This factor of théPolaroid test involves an anal-
ysis of the quality of the companies' products. If the de-
fendant's product is inferior, the plaintiff's reputation
could be affected by any association consumers might
make. SeeFed. Ex.,1998 WL 690903, at *180n the
other hand, similarity in quality between the products
could also increase the likeood that consumers would
associate the defendant's guot with the plaintiff's com-
pany.SeelLois Sportswear799 F.2d at 875n reference
to the factors measuring the similarity of the marks and
the competitive proximity of the parties' services, 24 Hour
argued that the companies' marks were “highly similar”
and that the companies offer an “identical” product. 24
Hour Brief at 7. In contrast, when discussing this factor,
24 Hour asserts that “a cursory comparison of photo-
graphs of Defendants' and Plaintiffs' facilities and signage
shows the disparity between the facilitiekl” at 18. Any
difference in quality here is not distinct enough to change
the remaining portions of the Court's analysis.

h. Sophistication of the Buyers

[13] “[The] analysis of conamer sophistication ‘con-
sider[s] the general impression of the ordinary purchaser,
buying under the normally prevalent conditions of the
market and giving the attention such purchasers usually
give in buying that class of goods.’ Star Indus.,412
F.3d at 390(quoting Sports Auth.89 F.3d at 965)The
level of sophistication, or lack thereof, can be proven ei-
ther by direct evidence, sues with a survey or expert
opinion,id., or the Court may rely on “indirect indications
of sophistication” established by the “nature of the prod-
uct or its price.”ld. Despite the testimony of CEO Ma-
strov, who said that “a vast majority [of 24 Hour mem-
bers] are fairly sophisticated,” Tr. at 36, 24 Hour at-
tempted to show that its consenbase is not particularly
sophisticated: “the average canger of fithess services is
not a professionally trained buyer, but rather a retail pur-
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chaser of a moderately pricpdoduct.” 24 Hour Brief at
18-19. 24 Hour sought to substiate this at trial by sub-
mitting evidence of the pricesf their membership fees,
and pointing out that margf their members are “unfami-
liar with fitness” and some do not speak English. Tr. at
35, 72-73, 110-11. While most fitness club members may
not be experts in health club brands, a gym membership is
a fairly significant monetary commitment, requiring a
relatively mindful, and therefore sophisticated, purchasing
decision. Furthermore, there is no evidence of any par-
ticular difference in the levalf sophistication of the two
parties' consumer bases. eféfore, the sophistication
factor is neutral in this analysis.

i. Balancing of the Factors

[14] After analyzing each of the Polaroid factors sep-
arately, “[tlhe court shoulti287 weigh each ... in light of
the totality of its findings.” Fed. Ex.,1998 WL 690903,
at *18. To summarize the Court's findings thus far, the
two parties’ marks communicate the same message and
appear very similar. 24 Hour's mark is strong in the areas
in which it is located and because it has received national
attention, but the mark cannot escape its inherent descrip-
tiveness in a market in which it is not physically present
and has not specifically advertised or promoted. The
companies are not directlgompetitive because of their
geographic separation, which is not overcome by any evi-
dence that 24 Hour and 24ghare an appreciable over-
lapping consumer base. 24 Hour clearly wants to “bridge
the gap” and has provided sufficient evidence of attempts
to do so, but any co-branded facilities it opens here would
be particularly distinct. Most of these conclusions are
affected by the parties' geographic locations, and conse-
guently, the essential question is whether 24 Hour's exten-
sive marketing efforts overcome the geographic separa-
tion.

An older Second Circuit case sheds light on the kind
of situation required to trump geographic separation. In
Lincoln Rest. Corp. v. Wolfie's Res291 F.2d 302 (2d
Cir.1961) the court found a likelihood of confusion be-
tween a well-known restaurain Miami Beach called
Wolfie's, and defendant's newly-established restaurant in
Brooklyn of the same name. The court pointed to evi-
dence that fifty-to-sixty pesnt of the patronage at the
Miami Beach restaurant during the tourist season was
from Brooklyn, that New York celebrities had mentioned
the restaurant as a hallmark of Miami Beach social life,
and that the Brooklyn restaurant had used menus of a sim-
ilar color and format as the one in Miami Beach, includ-
ing menu items labeled “Floridian Styldd. at 302-03.
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Evidence of strength of the mark in New York City,
strong similarity betweerthe marks, a demonstrated
shared consumer base, and clear indications of bad faith
overcame the geographic separation which could other-
wise limit trademark protectioto the plaintiff's area.

The requirement of strong evidence in support of
other factors to overcome geography also played out in
the Second Circuit's analysis Brennan's While empha-
sizing geography, the court referred to various other fac-
tors in thePolaroid analysis, finding that “in the absence
of actual confusion or bad faith, substantial geographic
separation remains a significant indicator that the likelih-
ood of confusion is slight.Brennan's,360 F.3d at 134.
Similarly, in this case, the factors of actual confusion and
bad faith do not support 24 Hour, making likelihood of
confusion less likely given the geographic separation be-
tween the companies. Howeyethe analysis is more
complex here because of 24 Hour's established intent to
enter the New York market, which was absenBien-
nan's. There, the Second Circuit acknowledged this dis-
tinction by relying on a case in which the court had found
a lack of intent to enter the defendant's market dispositive
where the parties' markets were geographically distinct.
Id. at 135 €iting Dawn Donut Co. v. Hart's Food Stores,
267 F.2d 358, 364 (2d Cir.1959)n Dawn, a Michigan-
based plaintiff sought to enjoin the defendant from using
the word “Dawn” in the retail sale of doughnuts and
baked goods near Rochester, New Y@&7 F.2d at 360.
The plaintiff had no retail stores in the Rochester area, but
made licenses available for others to use the mark for
retail salesld. While many baking companies used their
baking mixes, few had obtained licenses to use the mark
for retail salesld. at 361. The court found the defendant
did not have actual knowledge of the plaintiff's mark
when it chose to use the same word on its baRkea
goods and had a plausible explanation for doing so, al-
though it had failed to do a trademark search beforehand.
Id. at 362. The trend of the plaintiff's business showed a
decrease in licenses in New rkcstate and throughout the
country.ld. at 365. Ultimately, the court found no likelih-
ood of confusion because the parties used separate mar-
kets and there was no likelihood that the plaintiff would
enter the defendant's markkt. at 364-65. However, the
court also stated that if the plaintiff were to expand into
defendant's market, an injunction could enddeat 365
(“the plaintiff may later, upon a proper showing of an
intent to use the mark at the retail level in defendant's
market area, be entitled to enjoin defendant's use of the
mark”).
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In comparison, here the Court has concluded that
while there are no immediate reerete plans, 24 Hour is
quite likely to enter the New York market relatively soon
given that the company hasugt to do so for a number
of years and is rapidly expanding nationwide. However,
as the evidence stands now, considering the @tbkaro-

id factors as well as the geographic separation, the Court
finds an insufficient level of likelihood of confusion to
warrant relief on 24 Hour's claims. Were 24 Hour to ag-
gressively promote itself in New York, or otherwise pro-
vide sufficient evidence that its mark is well-known by
New York consumers, estalilishat it has an appreciable
number of traveling members seeking fithess facilities in
New York, and take clear stepowards opening one of its
“EXPRESS” facilities here, which are a similar size as
24/7's, SF 1 16, as opposed to a co-branded facility, the
Court would be faced with a different question.

B. Other Claims

[15] 24 Hour raises common law trademark in-
fringement and unfair competition claims and a state law
claim for making false and sieading statements. These
claims depend on the same analysis outlined alfeee.
W.W.W. Pharm.984 F.2d at 57fstate law claim of un-
fair competition shares common elements with Lanham
Act claim of trademark infringement, essentially, actual
confusion and likelihood of confusion&von Prod., Inc.
v. S.C. Johnson & Son, Inc984 F.Supp. 768, 800
(S.D.N.Y.1997)(“The standards for bringing a claim un-
der § 43(a) of the Lanham Act are substantially the same
as those applied to claintsought under the New York
common law for unfair competition ar§8 349and 350
of the New York General Business L&w Therefore, 24
Hour is not entitled to relief on these claims.

[16] 24 Hour also claimglilution under the Lanham
Act and under state law. These claims involve a showing
of distinctiveness of mark, similar to the strength analysis
above.SeeSavin,391 F.3d at 45IThe claims also require
a showing of dilution, either by blurring or tarnishment.
“[B]lurring has typically involved the whittling away of
an established trademark's selling power through its unau-
thorized use by others upon dissimilar products ... [while]
[tlarnishment generally arises when the plaintiff's trade-
mark is linked to products of shoddy quality, or is por-
trayed in an unwholesome onsavory context likely to
evoke unflattering thoughts about the owner's product.”
Deere & Co. v. MTD Prod., Inc41 F.3d 39, 43 (2d
Cir.1994) (internal quotations and citations omitted). 24
Hour contends that the incidents of actual confusion dem-
onstrate blurring and that the pornography links on 24/7's
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now-defunct website constitute tarnishment. 24 Hour
Brief at 20. The Court finds neither of these facts more
convincing in the dilution context than they were in the
infringement context*289 Therefore, 24 Hour is not en-
titled to relief on these claims.

[17] Finally, 24 Hour raises a claim of cybersquatting
which requires a showing that 1) defendants registered,
trafficked in, or used a domain name that is identical or
confusingly similar to or dilutes a distinctive or famous
mark and 2) defendants acted with bad faith intent to prof-
it from that mark in a domain nam&s U.S.C. § 1125(d)
While 24/7 did establish its website after obtaining notice
of 24 Hour's claims, the Cdunas already determined that
there is no evidence of a bad faith intent to profit. Fur-
thermore, 24/7's website added “club” to the name, mak-
ing it less similar to 24 Hour's. 24 Hour's mark does merit
more distinctiveness in this context than in the infringe-
ment context because a website taps into a national con-
sumer base rather than a local one. However, given that
24/7 has taken down its website, and the lack of evidence
of bad faith, the Court finds that 24 Hour is not entitled to
relief on its claim for cybersquatting.

IV. CONCLUSION
To conclude, the Court finds insufficient likelihood
of confusion to warrant relief on 24 Hour's claims. Judg-
ment is therefore entered in favor of 24/7.

S.D.N.Y.,2006.
24 Hour Fitness USA, Inc. v. 24/7 Tribeca Fitness, LLC.
447 F.Supp.2d 266

END OF DOCUMENT
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United States District Court,
S.D. New York.
UNITED STATESPOLO ASSOCIATION, INC.,
and USPA Propertiesnc., Plaintiffs,
V.
PRL USA HOLDINGS, INC., and L'Oréal USA,
Inc., Defendants.

No. 09 Civ. 9476.
May 13, 2011.

Background: Corporation that was governing body
of the sport of polo in the United States and its sub-
sidiary brought action seeking declaratory judgment
that they had right to license and sell in the United
States fragrance products and packaging bearing
trademark and logo, andahuse and licensing of
such fragrance products and packaging did not vi-
olate the Lanham Act, nor constitute infringement,
dilution or unfair competition with respect to the
rights of trademark owner and licensee under federal
or New York law. Owner of “POLQO” trademark and
polo player logo and its licensee counterclaimed for
trademark infringement, unfair competition, and
trademark dilution under Lanham Act, and for com-
mon law trademark infringement, trade dress in-
fringement, trademark dilion, unfair competition,
unfair and deceptive practices, and misappropriation
in violation of the statutory and common law of each
state in which corporation and its subsidiary did
business, including New York General Business Law
(GBL), and moved for preliminary injunction.

Holdings: The District CourtSweet J., held that:

(1) similarity of marks weighed in favor of infringe-
ment of “POLO” trademark;

(2) actual confusion factor weighed in favor of in-
fringement of “POLO" trademark;

(3) corporation's use of mark in context of men's fra-
grances created a strong likelihood of confusion with
products by owners of “POLO” trademark and polo
player logo; and

(4) permanent injunction prohibiting corporation
from using the “U.S. POLO ASSN.” name in con-
junction with double horsemen mark in men's fra-
grances was warranted.
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Plaintiffs' motion denied; defendants' motion
granted.
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§8 11141125(a)(1) (a)(1)(A).

[2] Trademarks 382T€~21030

382T Trademarks
382TI1l Marks Protected
382Tk1029Capacity to Distinguish or Signi-
fy; Distinctiveness
382Tk1030k. In GeneralMost Cited Cas-
es

To be valid and protectable, a mark must be ca-
pable of distinguishing the products it marks from
those of others.

[3] Trademarks 382T €~21033

382T Trademarks
382TII Marks Protected
382Tk1033k. Levels or Categories of Dis-
tinctiveness in General; Strength of Marks in Gener-
al. Most Cited Cases

A mark's distinctiveness determines its level of
protection; at one end, generic marks are not protect-
able, while at the other, fanciful, arbitrary, and sug-
gestive marks are deemeatherently distinctive and
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so will be automatically protected.
[4] Trademarks 382T €~21039

382T Trademarks
382TI1l Marks Protected
382Tk1039k. Arbitrary or Fanciful Terms or
Marks.Most Cited Cases

Trademarks 382T€=21057(1)

382T Trademarks
382TIl Marks Protected
382Tk1050Format or Components of Term
or Mark
382Tk1057Nonliteral Elements
382Tk1057(1) k. In General. Most
Cited Cases

As registered, arbitrary marks, trademark own-
er's polo player logo and “POLO” trademarks as used
on men's fragrances, wepeotectable, for purposes
of cross-claims for trasmark infringement under
Lanham Act. Lanham Act, §8 32, 43(a)(1), (a)(1)(A),
15 U.S.C.A. 88 11141125(a)(1) (a)(1)(A).

[5] Trademarks 382T €=21360

382T Trademarks
382TVII Registration
382TVII(C) Effect of Federal Registration
382Tk1358Particular Effects; Rights Ac-
quired
382Tk1360k. Validity, Ownership, and
Use.Most Cited Cases

A certificate of registration with the United
States Patent and Trademark Office (PTO) is prima
facie evidence that the mark registered and valid,
i.e., protectible, that the registrant owns the mark, and
that the registrant has the exclusive right to use the
mark in commerce.

[6] Trademarks 382T €~21081

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1081k. Factors Considered in General.
Most Cited Cases

Page 3

Factors that control the alysis of whether there
is a likelihood of confusion in trademark infringe-
ment cases include: (1) the strength of the mark, (2)
the degree of similarity ieen the two marks, (3)
the proximity of the products, (4) the likelihood that
the prior owner will bridge the gap, (5) actual confu-
sion, (6) the reciprocal of defendant's good faith in
adopting its own mark, (7) the quality of defendant's
product, and (8) the sophistication of the buyers.
Lanham Act, 88 32, 43(a)(1), (a)(1)(A)5 U.S.C.A.

§8 11141125(a)(1) (a)(1)(A).

[7] Judgment 228€=2715(3)

228 Judgment
228XI1V Conclusiveness of Adjudication
228XIV(C) Matters Concluded
228k715ldentity of Issues, in General
228k715(3)k. What Constitutes Diver-
sity of IssuesMost Cited Cases

Trademark owner's and licensee's infringement
claims against corporatiothat was governing body
of the sport of polo in the United States and its sub-
sidiary were not foreclosed by jury's finding in prior
case involving trademarkn apparel that corpora-
tion's mark infringed trademark; marks at issue in
current infringement action we employed in context
of fragrances, not apparel. Lanham Act, 88 32, 43(a,
c),15 U.S.C.A. 88§ 1114112543, c).

[8] Trademarks 382T €~21092

382T Trademarks
382TIIl Similarity Between Marks; Likelihood of
Confusion
382Tk1090Nature of Marks
382Tk1092k. Strength or Fame of Marks;
Degree of Distinctivenesblost Cited Cases

For purposes of likelihood of confusion analysis
in a trademark infringement action, the strength of a
mark refers to its tendency to identify the goods sold
under the mark as emanating from a particular
source; the concept of strength encompasses both
inherent distinctiveness and acquired distinctiveness.
Lanham Act, 88 32, 43(a)(1), (a)(1)(A)5 U.S.C.A.
§8 11141125(a)(1) (a)(1)(A).
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[9] Trademarks 382T €=1092

382T Trademarks
382TIIl Similarity Between Marks; Likelihood of
Confusion
382Tk1090Nature of Marks
382Tk1092k. Strength or Fame of Marks;
Degree of DistinctivenesMost Cited Cases

Strength of trademark owner's “POLO” trade-
mark and polo player logo weighed strongly in
trademark owner's favor, for purposes of likelihood
of confusion analysis itrademark infringement ac-
tion; mark owner registered marks, both logo and
“POLO” word mark were arbitrary with regard to
fragrances, and awareness in marketplace of marks
was commercially strong. Lanham Act, 88 32, 43(a,
c),15 U.S.C.A. 88§ 1114112543, c).

[10] Trademarks 382T €=21097

382T Trademarks
382TIIl Similarity Between Marks; Likelihood of
Confusion
382Tk1093Relationship Between Marks
382Tk1097k. Examination and Compari-
son; Construction as Entiretylost Cited Cases

Trademarks 382T €~1098

382T Trademarks
382TIIl Similarity Between Marks; Likelihood of
Confusion
382Tk1093Relationship Between Marks
382Tk1098 k. Appearance, Sound, and
Meaning.Most Cited Cases

For purposes of likelihood of confusion analysis
in a trademark infringemerction, an assessment of
the similarity of marks examines the similarity be-
tween them in appearanceound, and meaning;
when assessing the similarity of marks, courts ana-
lyze the marks' overall impression on a consumer,
considering the context iwhich the marks are dis-
played and the totality of factors that could cause
confusion among prospective purchasers. Lanham
Act, 88 32, 43(a)(1), (a)(1)(AL5 U.S.C.A. 88 1114
1125(a)(1) (a)(1)(A).

[11] Trademarks 382T €=21097
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382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1093Relationship Between Marks
382Tk1097k. Examination and Compari-
son; Construction as Entiretylost Cited Cases

Trademarks 382T€~21098

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1093Relationship Between Marks
382Tk1098 k. Appearance, Sound, and
Meaning.Most Cited Cases

For purposes of likelihood of confusion analysis
in a trademark infringeméraction, when the prod-
ucts being compared will not be displayed side-by-
side in the marketplace, the appropriate question is
not whether differences are easily discernable on si-
multaneous viewing, but whwedr they are likely to be
memorable enough to dispel confusion on serial
viewing; the analysis should consider the products'
sizes, logos, typefaces,dpackage designs and col-
ors to determine whether the overall impression in
the relevant market context would lead consumers to
believe that the junior userproduct emanates from
the same source as products bearing the senior user's
mark. Lanham Act, 88 32, 43(a)(1), (a)(1)(A5
U.S.C.A. 88 11141125(a)(1) (a)(1)(A).

[12] Trademarks 382T €~1098

382T Trademarks
382TIII Similarity Between Marks; Likelihood of
Confusion
382Tk1093Relationship Between Marks
382Tk1098 k. Appearance, Sound, and
Meaning.Most Cited Cases

Similarity of marks used by corporation that was
governing body of the sport of polo in the United
States and owner of “POLO” trademark and logo
substantially increased likelihood of confusion be-
tween parties' products, for purposes of trademark
infringement; both marks were similar in perspective,
containing polo player on horseback, facing slightly
to viewer's left, leanindorward with a polo mallet
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raised, both were monochrome logos that were simi-
lar in their level of abstraction, and both were dis-
played in embossed metallic or glossy material. Lan-

ham Act, 8§ 32, 43(a)(1), (a)(1)(Al5 U.S.C.A. §8§
1114 1125(a)(1) (a)(L)(A).

[13] Trademarks 382T€~1113

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1113 k. Accompaniments Mitigating
Confusion; Disclaimerdvost Cited Cases

One may not avoid a likelihood of confusion in a
trademark infringement action by the addition to the
senior user's mark of descriptive or otherwise subor-
dinate matter. Lanham Act, 88 32, 43(a)(1),
@(@)(A), 15 US.CA. 88 1114 1125(a)(1)

(@)L (A).

[14] Trademarks 382T €=1104

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1100Relationship Between Goods or
Services Underlying Marks
382Tk1104 k. Markets and Territories;
Competition.Most Cited Cases

For purposes of likelihood of confusion analysis
in a trademark infringemeéraction, in assessing the
proximity of the parties' products, courts look to the
nature of the products thenhges and the structure of
the relevant market; among the considerations ger-
mane to the structure ofd@hmarket are the class of
customers to whom the goodre sold, the manner in
which the products are advertised, and the channels
through which the goods are sold. Lanham Act, 8§
32, 43(a)(1), (a)(1)(A),15 U.S.C.A. 88 1114
1125(a)(1) (a)(1)(A).

[15] Trademarks 382T €=1104

382T Trademarks
382TIIl Similarity Between Marks; Likelihood of
Confusion
382Tk1100Relationship Between Goods or
Services Underlying Marks
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382Tk1104 k. Markets and Territories;
Competition.Most Cited Cases

Trademarks 382T€~1110

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1107Nature and Circumstances of Use
of Marks
382Tk1110k. Trade Channels; Sales, Ad-
vertising, and MarketingVost Cited Cases

Corporation that was governing body of the sport
of polo in the United States and owner of “POLO”"
trademark and logo were in direct competition in
marketing men's fragrances, as required for finding of
likelihood of confusion in trademark infringement
action, although there was disparity in price; both
fragrances were sold on the Internet, and there was
nothing to prevent parties from distributing fra-
grances in same channelsanham Act, 88 32,
43(a)(1), (@)(1)(A)15 U.S.C.A. 88 11141125(a)(1)
(a)(2)(A).

[16] Trademarks 382T€=1086

382T Trademarks
382TIIl Similarity Between Marks; Likelihood of
Confusion
382Tk1083Nature of Confusion
382Tk1086 k. Actual Confusion.Most
Cited Cases

Actual confusion need not be shown to prevail
under the Lanham Act, since actual confusion is very
difficult to prove and the Act requires only a likelih-
ood of confusion as to source. Lanham Act, 88§ 32,
43(a)(1), (a)(1)(A)15 U.S.C.A. 88 11141125(a)(1)
(@)(L)(A).

[17] Trademarks 382T €=21086

382T Trademarks
382TIIl Similarity Between Marks; Likelihood of
Confusion
382Tk1083Nature of Confusion
382Tk1086 k. Actual Confusion.Most
Cited Cases
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Trademarks 382T€=1629(4)

382T Trademarks
382TIX Actions and Proceedings
382TIX(C) Evidence
382Tk1620Weight and Sufficiency

382Tk1629 Similarity; Likelihood of

Confusion
382Tk1629(4k. Consumer Data and

Market Research; Tests and Survepdost Cited
Cases

Actual confusion factor weighed in favor of
owner of “POLO” trademark and polo player logo,
for purposes of likelihood of confusion analysis in
trademark infringement action against corporation
that was governing body of the sport of polo in the
United States and its subsidiary; trademark owner
conducted two consumerrseys between trademark
owner's fragrance and corporation's fragrance, with
net confusion levels ranging from 17.8% to 27.8%,
and corporation's surveydked proper control and
benchmark for determining whether high likelihood
of confusion estimate was significant. Lanham Act,
88 32, 43(a)(1), (a)(1)(A)15 U.S.C.A. 88 1114
1125(a)(1)(a)(1)(A).

[18] Trademarks 382T€=21111

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1111k. Intent; Knowledge of Confu-
sion or Similarity Most Cited Cases

Trademarks 382T€~1118

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1117Trade Dress
382Tk1118k. In GeneralMost Cited Cas-

In a trademark infringement action, bad faith can
be found where prior knowledge of the senior user's
mark or trade dress is accompanied by similarities so
strong that it seems plain that deliberate copying has
occurred. Lanham Act, 8§88 32, 43(a)(1), (a)(1)(29,
U.S.C.A. 88 11141125(a)(1)(a)(1)(A).
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[19] Trademarks 382T€=1111

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1111k. Intent; Knowledge of Confu-
sion or Similarity Most Cited Cases

Trademarks 382T€~1119

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1117Trade Dress
382Tk1119k. Particular Case$dost Cited
Cases

Corporation that was governing body of the sport
of polo in the United States adopted its mark for fra-
grance line with intention of capitalizing on reputa-
tion and goodwill of “POLO” trademark and polo
player logo, for purposes of likelihood of confusion
analysis in trademark infringement action; corpora-
tion was familiar with marks and trade dress given
extensive history of trademark litigation between
parties, and corporation could have avoided issue by
choosing logo that depictegolo player in position
and from perspective that differed from polo player
logo with more clearly ditct form of packaging.
Lanham Act, 88 32, 43(a)(1), (a)(1)(A)5 U.S.C.A.
8§811141125(a)(1)(@)(1)(A).

[20] Trademarks 382T€~>1105

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1100Relationship Between Goods or
Services Underlying Marks
382Tk1105k. Relative QualityMost Cited
Cases

A senior user may sue for trademark infringe-
ment to protect his reputation even where the infring-
er's goods are of top quality. Lanham Act, 8§ 32,
43(a)(1), (a)(1)(A)15 U.S.C.A. 88 11141125(a)(1)
@A) (A).

[21] Trademarks 382T€~1112
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382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1112k. Persons Confused; Circums-
tances of SaléMost Cited Cases

Generally, the more sophisticated and careful the
average consumer of a product is, the less likely it is
that similarities in trademarks will result in confusion

concerning the source or sponsorship of the product.

Lanham Act, 88 32, 43(a)(1), (a)(1)(A)5 U.S.C.A.
§8 11141125(a)(1) (a)(1)(A).

[22] Trademarks 382T€~1610

382T Trademarks
382TIX Actions and Proceedings
382TIX(C) Evidence
382Tk1601 Presumptions and Burden of
Proof
382Tk1610k. Knowledge, Intent, and
Motive; Bad FaithMost Cited Cases

Trademarks 382T€=1611

382T Trademarks
382TIX Actions and Proceedings
382TIX(C) Evidence
382Tk1601 Presumptions and Burden of
Proof
382Tk1611k. Trade DressMost Cited
Cases

In a trademark infringement action, where a
second-comer acts in bad faith and intentionally cop-
ies a trademark or tradeeass, a presumption arises
that the copier has sucdesl in causing confusion.
Lanham Act, 88 32, 43(a)(1), (a)(1)(A)5 U.S.C.A.

§8 11141125(a)(1) (a)(1)(A).

[23] Trademarks 382T €=21098

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1093Relationship Between Marks
382Tk1098 k. Appearance, Sound, and
Meaning.Most Cited Cases
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Trademarks 382T €=1105

382T Trademarks
382TIIl Similarity Between Marks; Likelihood of
Confusion
382Tk1100Relationship Between Goods or
Services Underlying Marks
382Tk1105k. Relative QualityMost Cited
Cases

Use of double horsemen mark along with the
word mark “U.S. POLO ASSN” by corporation that
was governing body of the sport of polo in the United
States in context of merfiagrances created a strong
likelihood of confusion with products by owners of
“POLQO” trademark and polplayer logo; marks were
so similar that it was likely that consumers would be
confused, whether by believing that owner of “PO-
LO” trademark had authoed a down market prod-
uct or by confusing products outright. Lanham Act,
88 32, 43(a)(1), (a)(1)(A)15 U.S.C.A. 88 1114
1125(a)(1) (a)(1)(A).

[24] Trademarks 382T€=21420

382T Trademarks
382TVIlI Violations of Rights
382TVIII(A) In General
382Tk1418 Practices or Conduct Prohi-
bited in General; Elements
382Tk1420 k. Unfair Competition.
Most Cited Cases

Trademarks 382T€1421

382T Trademarks
382TVIlI Violations of Rights
382TVIII(A) In General
382Tk1418 Practices or Conduct Prohi-
bited in General; Elements
382Tk1421k. InfringementMost Cited
Cases

The standards for trademark infringement claims
under the Lanham Act and unfair competition claims
under New York Law are almost indistinguishable;
the only additional element that must be shown to
establish a claim for unfair competition under the
New York common law is bad faith. Lanham Act, §
43(a, )15 U.S.C.A. 8§ 1123, c).
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[25] Trademarks 3827 €~1082

382T Trademarks
382Tlll Similarity Between Marks; Likelihood of
Confusion
382Tk1082k. Miscellaneous Particular Cas-
es; Determinations Based on Multiple Factdfest
Cited Cases

Owner of “POLO” traderark and polo player
logo demonstrated likelihood of confusion between
their marks and marks uséar fragrances by corpo-
ration that was governing body of the sport of polo in
the United States under Lanham Act and that corpo-
ration intended to capitalize on mark owner's reputa-
tion and goodwill, as requed for unfair competition
claims against corporation under New York law.
Lanham Act, 8 1 et sedl5 U.S.C.A. § 1051 et seq.

[26] Injunction 212 €2138.18

212 Injunction
2121V Preliminary and Interlocutory Injunctions
212IV(A) Grounds and Proceedings to Pro-
cure
2121V(A)2 Grounds and Objections
212k138.18k. Likelihood of Success
on Merits.Most Cited Cases

The standard for a preliminary injunction is es-
sentially the same as for a permanent injunction with
the exception that the plaintiff must show a likelih-
ood of success on the meritsther than actual suc-
cess.

[27] Trademarks 382T€=1714(1)

382T Trademarks
382TIX Actions and Proceedings
382TIX(F) Injunctions
382Tk1712Permanent Injunctions
382Tk1714 Grounds and Subjects of
Relief
382Tk1714(1)k. In General.Most

Cited Cases

Irreparable harm exists in a trademark case when
the party seeking the injunction shows that it will lose
control over the reputatioof its trademark because
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loss of control over one's reputation is neither calcul-
able nor precisely compensable.

[28] Trademarks 382T€=21714(1)

382T Trademarks
382TIX Actions and Proceedings
382TIX(F) Injunctions
382Tk1712Permanent Injunctions
382Tk1714 Grounds and Subjects of
Relief
382Tk1714(1)k. In General.Most

Cited Cases

Absent permanent injunction prohibiting corpo-
ration that was governing body of the sport of polo in
the United States from using the “U.S. POLO
ASSN.” name in conjunction with double horsemen
mark in men's fragrances, owner of “POLO” trade-
mark and polo player logo would be irreparably in-
jured; there was likelihood of confusion between
trademark owner's polo player logo and double
horsemen trademark used by corporation, reputation
and goodwill cultivated by “POLO” trademark and
logo would be out of trademark owner's hands, cor-
poration's product may or may not be of high quality,
sold with sufficient care toustomer service, or con-
vey same branding image that had been highly culti-
vated by trademark owner.

[29] Trademarks 382T€=1714(2)

382T Trademarks
382TIX Actions and Proceedings
382TIX(F) Injunctions
382Tk1712Permanent Injunctions
382Tk1714 Grounds and Subjects of

Relief
382Tk1714(2)k. InfringementMost
Cited Cases

Remedies at law were inadequate to compensate
owner of “POLO" trademark and polo player logo for
infringement of marks by corporation that was go-
verning body of the sport of polo in the United States,
as required for permanent injunction prohibiting cor-
poration that was governing body of the sport of polo
in the United States from using the “U.S. POLO
ASSN.” name in conjunction with double horsemen
mark in men's fragrances.
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[30] Trademarks 382T€=1714(1)

382T Trademarks
382TIX Actions and Proceedings
382TIX(F) Injunctions
382Tk1712Permanent Injunctions
382Tk1714 Grounds and Subjects of
Relief
382Tk1714(1)k. In General.Most

Cited Cases

Balance of equities weighed in favor owner of
“POLO” trademark and polo player logo, as required
for permanent injunction prohibiting corporation that
was governing body of the sport of polo in the United
States from using the “U.$OLO ASSN.” name in
conjunction with double horsemen mark in men's
fragrances; mark owner sold men's fragrances bear-
ing polo player logo antPOLO” marks for over 30
years and had multiple regésed trademarks for their
use on fragrances, substantial likelihood of consumer
confusion and potential loss to mark owner both in
terms of sales and reputation threatened to cause
owner and licensee serious harm, and corporation and
its subsidiary had yet to enter the fragrance market in
earnest.

[31] Trademarks 382T€=21714(1)

382T Trademarks
382TIX Actions and Proceedings
382TIX(F) Injunctions
382Tk1712Permanent Injunctions
382Tk1714 Grounds and Subjects of

Relief
382Tk1714(1)k. In General.Most
Cited Cases

Because of the likelihoodf consumer confusion
between “POLO” trademark and polo player logo and
marks used for fragrances by corporation that was
governing body of the sport of polo in the United
States, the public interest would be served by the
issuance of permanentimjction prohibiting corpora-
tion from using the “U.S. POLO ASSN.” name in
conjunction with double horsemen mark in men's
fragrances.

Trademarks 382T€=1800
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382T Trademarks
382TXI Trademarks and Trade Names Adjudi-
cated
382Tk1800 k. Alphabetical Listing. Most

Cited Cases
Trademarks 382T €=1800

382T Trademarks
382TXI Trademarks and Trade Names Adjudi-
cated
382Tk1800 k. Alphabetical Listing. Most
Cited Cases

Trademarks 382T€~1800

382T Trademarks
382TXI Trademarks and Trade Names Adjudi-
cated
382Tk1800 k. Alphabetical Listing. Most
Cited Cases

Trademarks 382T €~1800

382T Trademarks
382TXI Trademarks and Trade Names Adjudi-
cated
382Tk1800 k. Alphabetical Listing. Most
Cited Cases

Trademarks 382T €~1800

382T Trademarks

382TXI Trademarks and Trade Names Adjudi-
cated
382Tk1800 k. Alphabetical Listing. Most
Cited Cases

POLO.

POLO BY RALPH LAUREN.
U.S. POLO ASSN.

U.S. POLO ASSN. 1890.

U.S. POLO ASSN.
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Baker & Hostetler LLP, byGerald Ferguson, Esq.
David Sheehan, EsgNew York, NY, for Plaintiffs.

Paul, Hastings, Janofsky & Walker, LLP, W3obert
L. Sherman, Esg.New York, NY, for Defendant
L'Oréal USA, Inc.

Kelley Drye & Warren LLP, byWilliam R. Golden,
Jr., Esg. New York, NY, for Defendant PRL USA
Holdings, Inc.

OPINION
SWEET, District Judge.

*1 In this action, the plaintiffs United States Polo
Association, Inc. (“USPA and USPA Properties,
Inc. (“Properties”) (colletively, the “USPA Parties”
or “Plaintiffs”) sought a declaration pursuant 28
U.S.C. § 2201(1) that they have the right to license
and sell in the United States fragrance products and
packaging bearing “U.S. POLO ASSN.,” the Double
Horsemen Trademark and890,” and other products
bearing the marks identifiein Trademark Applica-
tion Serial Nos. 77/738,105, 77/760,033 and
77/760,071 on the products identified in those appli-
cations; (2) that their use and licensing of such fra-
grance products and packaging does not violate Sec-
tion 43(a) and (c) of the Lanham Ad5 U.S.C. §
1125(a)and(c), nor constitute infringement, dilution
or unfair competition with respect to the rights of the
defendants PRL USA Holdings, Inc. (“PRL") and
L'Oréal USA, Inc. (“L'Ogal”) (collectively, the
“PRL Parties” or “Defendants”); and (3) that their
use and licensing of such fragrance products and
packaging does not violate the common law of the
State of New York relatig to trademark infringe-
ment, unfair competition and trademark dilution.

The PRL Parties have brought counterclaims
against the USPA Partiésr trademark infringement,
unfair competition, and trademark dilution under Sec-
tions 32, 43(a) and 43(c) of the Lanham AtH
U.S.C. 88 11141125(a)and (c), and for common
law trademark infringement, trade dress infringe-
ment, trademark dilution, unfair competition, unfair
and deceptive practices, andsappropriation in vi-
olation of the statutory and common law of each state
in which the USPA Parties do business, including
New York General Business Law (“GBL") Sections
133 349 and 360-1. The PRL Parties also filed a
motion for a preliminary injunction.
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Upon all the proceedings had herein and the
findings of fact and conclusions of law set forth be-
low, the USPA Parties' request for a declaratory
judgment is denied, the PRL Parties' request for a
permanent injunction is granted.

Prior Proceedings

This action was commenced by the USPA Par-
ties on November 13, 2009, naming only PRL as a
defendant. On February 11, 2010, L'Oréal's motion to
intervene was granted. PRL filed its answer and
counterclaims on February 16, 2010. On March 2,
2010, L'Oréal filed its answer and counterclaims, and
the PRL Parties moved for a preliminary injunction.

On consent of the parties, the motion for a pre-
liminary injunction was converted into a request for a
permanent injunction. The trial and submission of
evidence was held from September 27 through Sep-
tember 30, 2010. Final argument was held on No-
vember 17, 2010.

Findings of Fact
The Parties

USPA is a not-for-profitllinois corporation with
a place of business aBB@7 Iron Works Parkway,
Suite 110, Lexington, Kentucky 40511. USPA is the
governing body of the sport of polo in the United
States. (Tr. 137:3-89) It has been in existence con-
tinually since 1890. (Tr. 146:23-147:7.) USPA de-
rives the majority of its revenue from royalties re-
ceived as a result of licensing its trademarks. (Tr.
297:23-299:4.)

*2 Properties is an lllinois corporation with a
place of business at 771 porate Drive, Suite 430,
Lexington, Kentucky 40503, and is a wholly-owned
subsidiary of USPA. Properties' sole function is to
manage the licensing program of USPA. (Tr. 297:23—
299:4.)

PRL is a Delaware corporation with a place of
business at 650 Madison Avenue, New York, N.Y.
10022. PRL is the owner and licensor of the trade-
marks of Polo Ralph Lauren Corporation, including
the Polo Player Logo and “POLO” used in connec-
tion with fragrances.
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L'Oréal is a Delaware corporation with a place of
business at 575 Fifth Avenue, New York, N.Y.
10017. L'Oréal is the exgdive licensee of certain
PRL trademarks in the categories of fragrances, cos-
metics and related goods, including the Polo Player
Logo and “POLO.”

The PRL Trademarks in Issue

In the 1960s, Mr. Ralph Lauren started his own
business, which today is known as Polo Ralph Lauren
Corporation.

In the late 1970s, whethe predecessor to PRL
(also referred to as PRL) decided to expand into fra-
grances, cosmetics and related products, an exclusive
license agreement was entered into with L'Oréal.
(Deposition of Negar Darsses 25:21-26:9.)

In 1978, the first fragrance introduced into the
market under that license appeared in a green bottle
and packaging and prominently featured, and to this
day continues to feature,etogo known as the “Polo
Player Logo,” as well as the word mark “POLO” and
less prominently “Ralph Lauren.” (Tr. 35:4-9; PRL
Ex. 26549

That fragrance has beerndgaontinuously for 32
years and was voted into the industry's Fragrance
Foundation's Hall of Fame. (Tr. 52:13-21.)

Beginning in approximately 2002, the PRL Par-
ties began adding new men's fragrances to the line,
each prominently displaying the Polo Player Logo
and the word mark “POLO.” In 2002, POLO Ralph
Lauren BLUE was launched, followed by POLO
BLACK in 2005, POLO DOUBLE BLACK in 2006,
POLO EXPLORER in 2007 and POLO Ralph Lauren
RED, WHITE & BLUE in 2009. (Tr. 36:8-37:21;
PRL Exs. 11, 27-31.) The PRL Parties recently in-
troduced four new fragrances to the marketplace,
referred to as the “Big Pony Collection,” each dis-
playing the Polo Player lgw and the word “POLO.”
(PRL Exs. 32-35.)

All of the aforementioned PRL Parties' fra-
grances are still being sotdday. (Tr. 38:8-17.) The
PRL Parties' products come in different sizes and
colors and exhibit different scents, but all of them use
the Polo Player Logo and the word “POLO.” (Tr.
36:8-37:21; 51:11-19; PRL Exs. 26-35.)
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PRL owns a number of federal trademark regis-
trations for the Polo Player Logo, alone or in combi-
nation with words, names, symbols or devices, for
fragrances and related products, including, among
others, U.S. Reg. Nos. 1,212,060; 1,327,818;
2,922,574; 3,076,806; and 3,095,176, as well as a
pending use-based Trademark Application Serial No.
77/883,516. Those registrations are valid and subsist-
ing in PRL, with Reg. Nos. 1,212,060 and 1,327,818
having attained incontestable status. (PRL Ex. 14.)

The USPA Trademarks in Issue

*3 USPA currently owns more than 900 trade-
marks worldwide, incluthg “U.S. POLO ASSN.”
and the “Double Horsemen Mark,” which are the
primary trademarks of UBA's licensing program.
(USPA Ex. 14; Tr. 163:16-165:6.)

Existing trademark registrations with respect to
these two primary marks diude: (a) Registration
No. 3,370,932 for USPA and the Double Horsemen
Trademark in International Class 25; (b) Registration
No. 3,598,829 for the Dold Horsemen Trademark
in International Classes 14, 18 and 25; (c) Registra-
tion No. 2,188,594 for the Double Horsemen Trade-
mark in International Class 14; (d) Registration No.
2,991,639 for U.S. POLO ASSN. SINCE 1890 in
International Class 25; (e) Registration NO.
2,282,427 for U.S. POLO ASSN. SINCE 1890 in
International Classes 14 and 18; (f) Registration No.
2,908,391 for U.S. POLO ASSN. in International
Classes 14 and 18; and (g) Registration No.
3,367,242 for U.S. POLO ASSN. in International
Class 252

USPA began to commercially license its trade-
marks in the early 1980s, but did not actively license
in the United States until 1998. (Tr. 167:19-168:15.)

The USPA Parties and their licensees have man-
ufactured, marketed, and sold products bearing the
words “U.S. POLO ASSN.” and the “Double Horse-
men Mark,” in numerous apparel and accessory cate-
gories. The products have been sold in more than
5,000 independent retail stores throughout the United
States, including major tianal chains such as
Kohl's, J.C. Penney, SeaRpss, Peebles, Goody's,
Dr. J's, and Stage Stores, as well as in fifteen USPA
outlet stores. (Tr. 209:22—-210:2.)
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JRA Trademark Company Ltd. (“JRA") is US-
PA's master licensee ithe United States for fra-
grances and all products other than rosaries and
watches. (Tr. 166:15-18.)

In 2008, USPA commenced discussions with
JRA about expanding into the fragrance market. (Tr.
212:24-213:4-8.)

In 2009, JRA designed packaging for use on a
USPA men's fragrance that featured the Double
Horsemen Mark, which was being used by USPA on
apparel. (Tr. 214:22—-24.) The packaging used a dark
blue background as its predominant color, with the
Double Horsemen Mark, accompanying word mark
lettering as well as a thin line creating a border
around the perimeter of the front panel all appearing
in gold. (PRL Ex. 16; Tr. 54:1-55:21.)

Approximately 10,000 units of USPA's fragrance
bearing the Double Horsesn Mark were produced
in November 2009. (Tr. 277:11-15.) Around that
time and shortly thereafter, USPA's fragrance product
was offered for sale at USPA outlet stores and
through V.I.M. Jeans stores. (Tr. 221:20-222:7.) Be-
tween November 2009 and March 2010, approx-
imately 3,500 units were sold through USPA outlet
stores. (Tr. 278:10-13.)

On March 19, 2010, counsel for USPA
represented in writing to thiSourt that USPA agreed
to “immediately cease all sales of fragrance products,
and use of packaging bearing the Double Horsemen
mark and to refrain from advertising, offering for
sale, selling, transferring or donating fragrance prod-
ucts and packaging bearing the Double Horsemen
Trademark” until after the decision on the PRL Par-
ties' motion for a preliminary injunction motion. (Tr.
277:16-25.) On March 24, 2010, the USPA's written
submission was “so ordered” by the Court.

*4 |In addition to the approximately 3,500 units
of the USPA Parties' fragrance that were sold, ap-
proximately 1,000 were recalled and quarantined.
(Tr. 278:1-279:7.) Approximately 5,500 units are
unaccounted for, except to the extent it is known that
they were sold to V.I.M. Jeans at some point in time.
(Tr. 278:14-25.) It is not known whether they con-
tinued to be sold after March 19, 2010. (Tr. 279:1-4.)

Prior Litigation
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In 1984, USPA and iticensees commenced an
action in this court against PRL for a declaratory
judgment that various articles of merchandise bearing
a mounted polo player symbol did not infringe PRL's
Polo Player Logo. PRL emterclaimed for trademark
infringement. The matter came before the Honorable
Leonard B. Sand.

In his Order (the “1984 Order”), Judge Sand de-
nied USPA's request for a judgment of non-
infringement, found that USPA and its licensees in-
fringed PRL's Polo Player Logo, POLO, POLO BY
RALPH LAUREN trademarks and PRL's trade dress,
and engaged in unfair competition. (USPA Ex. 15 11
8-9.) The 1984 Order enjoined USPA and its licen-
sees from infringing PRL's marks, including the Polo
Player Logo and the word “POLO,” but not from
engaging in a licensing program that did not use in-
fringing trademarks. Spdadally, the 1984 Order
permitted USPA to conduct a retail licensing program
using its name, “a mounted polo player or equestrian
or equine symbol which is distinctive from ... [PRL'S]
polo player symbol in its content and perspective,”
and other trademarks that refer to the sport of polo,
subject to certain conditions and restrictions set forth
in the 1984 Order.Id.  9; Tr. 169:9-25.) Paragraph
8 of the 1984 Order bars any use of the “United
States Polo Association” hame or other name “which
emphasizes the word POLO (or the words U.S. Polo),
separate, apart and distinct from any such name in a
manner that is likely to cause confusion.” (USPA EXx.
1518.)

The requirements of the 1984 Order are incorpo-
rated into all sublicense agreements into which JRA
enters and into the so-called “Brand Rule Book” gen-
erated by USPA. (Tr. 170:22-178:18; USPA Ex. 19.)

Conclusions of Law
I. Claims Under Lanham Act 88 32 & 43(a)

The parties assert claimsder both Section 32
of the Lanham Act, for trademark infringement, and
Section 43(a), for false designation of origin or pass-
ing off.™ Section 43(a) of the Lanham Act prohibits
the use in commerce of any word, term, name, sym-
bol, device, or combination thereof that

is likely to cause confusiomr to cause mistake, or
to deceive as to the affitian, connection, or asso-
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ciation of such person with another person, or as to
the origin, sponsorship, or approval of his or her
goods, services, or commercial activities by anoth-
er person ...

15 U.S.C. § 1125(a)(Bnd(a)(1)(A)™

Section 32 of the Lanham Act provides in rele-
vant part:

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

*5 (a) use in commerce any reproduction, coun-
terfeit, copy, or colorable imitation of a regis-
tered mark in connection with the sale ... 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 im-
itate a registered mark and apply such ... to la-
bels, signs, prints, packages, wrappers, recep-
tacles or advertisements intended to be used in
commerce upon or in coaation with the sale ...

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....
15 U.S.C. 81114

[1] In order to prevail in an action for trademark
infringement under Section 43(a), a party must estab-
lish, under the two-prong test Giruner + Jahr USA
Publ'g v. Meredith Corp.,991 F.2d 1072 (2d
Cir.1993) (1) that it possesses a valid, legally pro-
tectable trademark and (2)aththe junior user's mark
is likely to cause confusion as to the origin or spon-
sorship of the product at issudirgin Enterprises v.
Nawab, 335 F.3d 141, 146 (2d Cir.2003titing
Gruner, 991 F.2d at 1074 (2d Cir.1993)This two-
prong test is applicable to trademark infringement
claims brought under both Section 32 and Section
43(a) of the Lanham ActVirgin Enterprises,335
F.3d at 148citing Time, Inc. v. Petersen Publ'g Co.
L.L.C.,173 F.3d 113, 117 (2d Cir.1999According-
ly, both claims will be analyzed together here.
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A. The PRL Parties' Mark is Valid and Entitled to
Protection

[2] “To be valid and protectable, a mark must be
capable of distinguishing the products it marks from
those of others.’Lane Capital Mgmt., Inc. v. Lane
Capital Mgmt., Inc., 192 F.3d 337, 344 (2d
Cir.1999) In this Circuit, tle scale articulated by
Judge Friendly irAbercrombie & Fitch Co. v. Hunt-
ing World, Inc.,537 F.2d 4, 9 (2d Cir.1976is tradi-
tionally utilized to determine the distinctiveness of a
mark. TheAbercrombiecontinuum classifies marks
from least to most distinctive in categories: generic,
descriptive, suggestive, atrary or fanciful. The
Second Circuit has elaborated this continuum as fol-
lows:

A generic mark is generally a common description
of goods, one that refers, or has come to be unders-
tood as referring, to the genus of which the particu-
lar product is a species. A descriptive mark de-
scribes a product's features, qualities or ingredients
in ordinary language, or describes the use to which
a product is put. A suggestive mark employs terms
which do not describe but merely suggest the fea-
tures of the product, requiring the purchaser to use
imagination, thought and perception to reach a
conclusion as to the nature of goods. [T]he term
“fanciful,” as a classifying concept, is usually ap-
plied to words invented solely for their use as
trademarks. When the same legal consequences at-
tach to a common word, i.e., when it is applied in
an unfamiliar way, these is called “arbitrary.”

*6 Genesee Brewing Co., Inc. v. Stroh Brewing
Co.,124 F.3d 137, 142 (2d Cir.199{#nternal quota-
tions and citations omitted).

[3] A mark's distinctiveness determines its level
of protection. At one end, “[g]eneric marks are not
protectable.”Lane Capital Mgmt.192 F.3d at 344.
While at the other, “[flanéil, arbitrary, and sugges-
tive marks are deemed inhetly distinctive” and so
“will be automatically protected.ld. Descriptive
marks fall in between the two extrem&eePretty
Girl, Inc. v. Pretty Girl Fashions, Incs— F.Supp.2d
., No. 11 Civ. 0662(NGG)(MDG), 2011 WL
887993 (E.D.N.Y. March 14, 2011)

[4] The word “polo” may be generic, for exam-
ple, with respect to polo shirts, or descriptive, with
respect to aspects of the sport. With respect to men's
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fragrances, the PRL Parties' contend that the POLO
word mark and Polo Playdrogo are arbitrary. As
Judge Sand stated in his 1984 opinion, “[p]olo is cer-
tainly not suggestive or descriptive of a fragrance
which a toiletry manufacturer would seek to imitate.”
U.S. Polo Association, Inc. v. Polo Fashions, Inc.,
No. 84 Civ. 1142(LBS), 1984 WL 1309, at *14 (Dec.
6, 1984)(“ Sand Opinior!). There is no natural con-
nection between the image afpolo player and fra-
grance products. The same is true of the POLO word
mark.

In Polo Fashions, Inc. v. Extra Special Products,
Inc., 451 F.Supp. 555, 559 (S.D.N.Y.1978udge
Goettel held that the use of POLO on ties is fanciful.
Judge Sand concluded “that it would follow a fortiori
and is demonstrated in the record in this case that the
use of POLO in a tradesrk sense on non-apparel
items unrelated to the sport, such as home furnish-
ings, is a fanciful, not a descriptive us&and Opi-
nion, 1984 WL 1309, at *3This Court similarly con-
cludes that as a common word or symbol applied an
unfamiliar way, POLO and the Polo Player Logo
qualify as arbitrary and #nefore “will be automati-
cally protected.”Lane Capital Mgmt., 192 F.3d at
344,

[5] Regardless, PRL owns a number of federal
trademark registrations ifothe Polo Player Logo,
alone or in combination with words, names, symbols
or devices, for fragrances and related products, in-
cluding, among others, U.S. Reg. Nos. 1,212,060;
1,327,818; 2,922,574, 3,076,806; and 3,095,176, as
well as a pending use-based Trademark Application
Serial No. 77/883,516. “A certificate of registration
with the PTO is prima facie evidence that the mark is
registered and validi.€., protectible), that the regi-
strant owns the mark, and that the registrant has the
exclusive right to use the mark in commerce.ane
Capital Mgmt.,192 F.3d at 34%citing PaperCutter,

Inc. v. Fay's Drug Co0.900 F.2d 558, 563 (2d
Cir.1990). The USPA Parties have not rebutted this
presumption.

As registered, arbitrarynarks, the PRL's Polo
Player Logo and POLO tradharks as used in the
context here on men's fragrances, are protectable.

B. The Polaroid Factors
[6] It is well-established that the eight factors set
forth in Polaroid Corp. v. Polarad Elects. Cor®87
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F.2d 492 (2nd Cir.1961Fert. denied368 U.S. 820,
82 S.Ct. 36, 7 L.Ed.2d 25 (196Tpntrol the analysis
of whether there is a likelihood of confusion in
trademark infringement cases in this Circuit. Those
factors include: (1) the strength of his mark, (2) the
degree of similarity betweetihe two marks, (3) the
proximity of the products, (4) the likelihood that the
prior owner will bridge the gap, (5) actual confusion,
(6) the reciprocal of defendant's good faith in adopt-
ing its own mark, (7) the quality of defendant's prod-
uct, and (8) the sophistication of the buydds. at
495." ‘[E]ach factor must beevaluated in the context
of how it bears on the ultimate question of likelihood
of confusion as to the source of the producBrén-
nan's Inc. v. Breren's Rest., L.L.C.360 F.3d 125,
130 (2d Cir.2004)quotingLois Sportswear, U.S.A.,
Inc. v. Levi Strauss & Co0./99 F.2d 867, 872 (2d

Cir.1986).

*7 For the reasons stated below, underRbta-
roid analysis, USPA's use of the Double Horsemen
and “U.S. POLO ASSN. 1890” marks in the context
and mannef™ in which they have been used here on
a men's fragrance infringes the PRL Parties' trade-
mark rights.

As a threshold issue, the USPA Parties contend
that Judge Sand's 1984 Order was the product of a
Polaroid analysis and that to prevail the PRL Parties
must show that the USPA Parties violated the 1984
Order. This Court conducts an independealaroid
analysis, as USPA does not seek to use the marks at
issue in the 1984 case or in the context of the same
market conditions™ Judge Sand's 1984 Order an-
ticipates re-application ofolaroid by permitting
USPA to conduct a licensing program using “a
mounted polo player or equestrian or equine symbol
which is distinctive from ... [PRL's] polo player sym-
bol in its content and perspective,” but barring any
use of the “United States Polo Association” name or
other name “in a manner that is likely to cause confu-
sion.” (USPA Ex. 15 11 8-9.) The analysis of which
symbols are distinctive dm PRL's Polo Player
logo—that is, not infringing—and whether the “Unit-
ed States Polo Association” name or other name is
used in a manner that “is likely to cause confusion”
requires application dPolaroid, In finding a likelih-
ood of confusion, the Court duly notes that the USPA
parties have violated the 1984 Order insofar as it pro-
hibited USPA's adoption of infringing marks.
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[7] Nor are the PRL Parties' claims foreclosed by
a jury's finding in 2006 that while (1) USPA's solid
Double Horsemen mark infringed PRL's Polo Player
Symbol, (2) the solid Double Horsemen mark with
“USPA,” outline Double Horsemen mark, and outline
Double Horsemen mark with “USPA” were not in-
fringing in the context of the apparel markBRL
USA Holdings, Inc. v. United States Polo Associa-
tion, Inc., No. 99 Civ, 10199(GBD), 2006 WL
1881744 (S.D.N.Y.2006)aff'd 520 F.3d 109 (2d
Cir.2008) Most saliently, the marks at issue here are
employed in the context of fragrances, not apparel.
This case involves the use of the Double Horsemen
mark with the word mark “U.S. POLO ASSN. 1890,”
not alone or with “USPA” beneath. In contrast to the
2006 apparel case, the domant term in the word
portion of USPA's mark here—and that which con-
sumers are most likely to view as having trademark
significance—is “POLO.” As the Trademark Trial
and Appeal Board noted in rejecting USPA's sum-
mary judgment motion regarding the use of the marks
at issue here for fragrances and other products in
Class 3™ this issue here “involves different transac-
tional facts material to thclaim. Therefore the dis-
trict court's order [in the apparel litigation] does not
have preclusive effect on this proceeding.” (PRL Ex.
110 at 52 For the same reasons, the apparel litiga-
tion is not controlling her&1°

1. The Strength of the PRL Parties' Marks

*8 [8] The strength of a mark refers to “its ten-
dency to identify the goods sold under the mark as
emanating from a particular source.’Lois
Sportswear,799 F.2d at 8738internal quotations and
citations omitted). The concept of strength encom-
passes both “inherent distinctiveness” and “acquired
distinctiveness.'SeeBrennan's, 360 F.3d at 130-31;
Virgin Enterprises335 F.3d at 147-49

[9] By both measures, the PRL Parties' Polo
Player Logo and POLO marks are extremely strong.
PRL has registered federal trademarks for the Polo
Player Logo, alone or in combination with words,
names, symbols or devices, for fragrances and related
products, including, among others, U.S. Reg. Nos.
1,212,060; 1,327,818; 2,922,574; 3,076,806; and
3,095,176. Therefore, their marks are presumed to be
distinctive. Lois Sportswear,799 F.2d at 871As
discussed above, both the PRL Polo Player Logo and
“POLO” word mark are arbitrary with regard to fra-
grances and so their inherent distinctiveness is robust.
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Furthermore, at trial, the PRL Parties demonstrated
that in the last ten years alone, L'Oréal has spent
more than one hundred million dollars advertising
PRL men's fragrances bearing the Polo Player Logo
and “POLO” mark in the U.S., with forty million
dollars spent advertising POLO BLUE. (Tr. 39:15-25
(Marino); PRL Ex. 15.) This bolsters its strendgiee
Morningside Group Ltd. v. Morningside Capital
Group, L.L.C.,182 F.3d 133, 139 (2d Cir.19994
Hour Fitness USA, Inc. v. 24/7 Tribeca Fitne447
F.Supp.2d 266, 272 (S.D.N.Y.2006)

At the same time, the awareness in the market-
place of these marks is commercially strong, with
evidence at trial demonstrating that surveyed men
and women ages 18 to 60 report between 82% and
85% awareness of PRL fragrances bearing the Polo
Player Logo and “POLQO” brand, ranking it second in
brand awareness in the fields of fashion and fra-
grances. (Tr. 43:7-44; 50:17-25; PRL Ex. 13 at 3.) In
the last ten years, U.S. retail sales of men's fragrances
bearing the Polo Player Logo and “POLO” mark
were just over one billion dollars (Tr. 39:1-10; PRL
Parties Ex. 15), with one dollar out of every $12
spent on men's fragrances in the United States being
spent on a PRL fragranceedring the Polo Player
Logo and “POLO” mark. (Tr. 42:5-11.)

Accordingly, the strength of the marks weighs
strongly in the PRL Parties' favor.

2. The Degree of Similarity Between the Two
Marks

[10] “Of salient importance among ttrolaroid
factors is the ‘similarity of the marks' test, which at-
tempts to discern whether the similarity of the marks
is likely to cause confusion among potential custom-
ers.” Louis Vuitton Malletier v. Burlington Coat Fac-
tory Warehouse426 F.3d 532, 537 (2d Cir.2008n
assessment of the similarity of marks examines the
similarity between thenin appearance, sound, and
meaning.SeeGrotrian, Helfferich, Schulz, Th. Stein-
weg Nachf. v. Steinway & Sori23 F.2d 1331 (2d
Cir.1975) When assessing the similarity of marks,
courts “analyze the mark[s'] overall impression on a
consumer, considering the context in which the
marks are displayed and the totality of factors that
could cause confusion among prospective purchas-
ers.”Louis Vuitton 426 F.3d at 537

*9 [11] When the products being compared will
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not be displayed side-by-side in the marketplace, as
they will not be here (Tr. 44:6-9; 44:21-45:3 (Mari-
no); Tr. 285:4-10; 288:14-289:4 (Cummings)), the
appropriate question is not “whether differences are
easily discernable on simultaneous viewing, but
whether they are likely to be memorable enough to
dispel confusion on serial viewingllouis Vuitton,

426 F.3d. at 538The analysis should consider “the
products' sizes, logos, typefaces, and package designs
and colors” to determine whether the overall impres-
sion in the relevant market context would lead con-
sumers to believe that the junior user's product ema-
nates from the same source as products bearing the
senior user's marlRaco Sport, Ltd. v. Paco Rabanne
Perfumes?234 F.3d 1262 (2d Cir.2000)

[12] The similarity between the PRL Parties' and
the USPA's marks is apparent. Both marks are similar
in perspective—containing a polo player on horse-
back, facing slightly to th viewer's left, leaning for-
ward with a polo mallet raised. Both are monochrome
logos that are similar in their level of abstraction.
Both are displayed in embossed metallic or glossy
material—with PRL's appeiag in a number of col-
ors including silver and gold, and USPA's appearing
in a light gold. (PRL Exs. 16, 22, 23, 25-35, USPA
Ex. 52.)

The primary difference betwen the marks is that
the PRL's logo contains one player, while USPA's
contains two, one with mallet raised and the other
with mallet lowered, which significantly overlap. In
USPA's mark, the front horseman is displayed in sol-
id metallic ink, while the rear horseman is only out-
lined, such that the bagkound packaging shows
through. This gives the front—mallet raised—
horseman more visual prémence, while the torso of
the rear horseman can bedst fade into the back-
ground. Both of USPA's horsemen share the same
directional perspective and overlap to a degree that it
is difficult to discern if tlere is one horse or two. As
counsel for L'Oréal note at argument, USPA's
Double Horsemen Mark strongly resembles a compo-
site of the PRL's Polo Player Logo with the logo that
USPA was enjoined from using in 1984 by Judge
Sand. Oral Argument Transcript, 30:18-31:17.

Except for the PRL Parties' Big Pony Collection,
the proportionate size of the logos as presented on the
products is roughly similar. (PRL Exs. 16, 22, 23,
25-35, USPA Ex. 52.) The USPA's product bears a

Page 16

gold border that runs around the edge of the front
panel of the fragrance box, as do some but not all of
the PRL Parties' fragrance products. On both parties'
products, except the PRL Parties' Red White & Blue
and Big Pony lines, the logos are set against a solid
color background.

The PRL Parties' fragrances display the word
mark “POLO” prominently, except in the Big Pony
Line. The USPA Parties' product bears the “U.S. PO-
LO ASSN.” word mark athed above the Double
Horsemen logo and “1890” below. The typefaces are
in a similar serif font, though several of PRL's fra-
grances emphasize POLO in larger font as distinct
from RALPH LAUREN or the reverse, while USPA's
“U.S. POLO ASSN.” is premted in the all the same
sized font.

*10 The USPA Parties maintain that the USPA
Marks have been judiciallyecognized as dissimilar
from PRL's marks, relying on the 1984 Order, the
2006 jury trial before Judge Daniels, and the Second
Circuit's affirmance of thadecision. This argument is
unpersuasive. No prior decision addressed the marks
at issue here in the frag@mmarket, and the similari-
ty of marks “analysis focuses on the particular indus-
try where the marks competeBrennan's,360 F.3d
at 133

[13] Nor does the addition of “U.S.” “ASSN.”
and “1980" defeat a finding of confusing similarity.
SeeNorth American Graphics, Inc. v. North Ameri-
can Graphics of U.S., IncNo. 97 Civ. 3448(RSW),
1997 WL 316599, at *@t is the general rule that one
may not “avoid a likelihood of confusion by the addi-
tion [to the senior user's mark] of descriptive or oth-
erwise subordinate matter.Bellbrook Dairies, Inc.

v. Hawthorn—Mellody Farms Dairy, Inc.,45
C.C.P.A. 842, 253 F.2d 431, 432—-33 (19%8jita—
Slim” confusingly similar to “Slim”). USPA's addi-
tion of the words “U.S.” “ASSN.” and “1890" does
not change the emphasis on “POLQO” as the operative
part of the word mark, or the likelihood of confusion
when used in conjunction with the Double Horsemen
logo. SeeA.T. Cross Co. v. Jonathan Bradley Pens,
Inc., 470 F.2d 689, 692 (2d Cir.1972addition of
“by Bradley” did not prevent confusion between
“Cross” pens and “LaCross by Bradley” perisjdg-
ers v. Wright, 544 F.Supp.2d 302, 311
(S.D.N.Y.2008)(“First Ladies of Chic” confusingly
similar to “Chic”); Am. Express Co. v. Am. Express
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Limousine  Serv., 772 F.Supp. 729, 733
(E.D.N.Y.1991)(addition of “Limousine Services” to
“American Express” mark enhanced rather than dis-
pelled confusion). Indeed, USPA disclaimed the use
of “U.S.”, “ASSN.” and “1890” in their trademark
application, further underscoring that neither can
properly be regarded as the principal or dominant
part of their mark.See Application Serial Nos.
77/738,105 and 77/760,071.

Considering the totality of factors that could
cause confusion, the diffemces between the parties’
marks are unlikely to be merable enough to dispel
confusion. The similarity of the marks substantially
increases the likelihood ofonfusion between the
USPA Parties' and PRL Parties' products.

3. The Proximity of the Products

[14] This factor “concerns whether and to what
extent the two products compete with each other.”
Cadbury Beverages ¢nv. Cott Corp..73 F.3d 474,
480 (2d Cir.1996)In assessing the proximity of the
parties' products, courts “look to the nature of the
products themselves and teieucture of the relevant
market. Among the considerations germane to the
structure of the market are the class of customers to
whom the goods are sold, the manner in which the
products are advertised, and the channels through
which the goods are soldld. (citations and internal
guotations omitted). “[T]he closer the secondary us-
er's goods are to those the consumer has seen mar-
keted under the prior usetgand, the more likely
that the consumer will mistakenly assume a common
source.”Virgin Enterprises, 335 F.3d at 15@citing
Cadbury Beverage§3 F.3d at 480-81).

*11 [15] Both parties' products are men's fra-
grances. The USPA Parties urge that they and the
PRL Parties are not in competitive proximity due to
product pricing disparities, actual and intended chan-
nels of trade, and diverse clientele. Specifically, the
USPA Parties contend that their fragrance products
will be sold primarily in mid-tier stores such as Sears,
Kohl's, and J.C. Penney and at a price point of ap-
proximately $25, while USPA argues that PRL fra-
grances sell on average for between $50 and $70 and
for the most part in high-end stores such as Bloo-
mingdales and Saks.

However, the testimony of Leslie Marino,
L'Oréal's General Manager, Designer Fragrance Divi-

Page 17

sion, established that fragrances displaying the PRL
Parties' Polo Player Loggnd POLO mark are sold in
department stores as well as specialty stores, cosmet-
ic stores, and over the interfét! (Tr. 44:6-45:1;
46:17-24.) David Cummings, CEO of Properties,
testified that the mid-tiestores where USPA intends

to sell its fragrance also sell over the Internet. (Tr.
209:22-210:2; 285:22-25.) Accordingly, the parties
may be in direct competition. Mr. Cummings further
acknowledged that the licea agreement between the
USPA Parties and their liceee does not restrict the
channels of distribution of its fragrance product, and
he agreed that there is nothing to prevent distribution
of the USPA Parties' fragrance in the same channels
used by the PRL Parties. (Tr. 285:4-10.)

While USPA contends it will sell its fragrances
at lower price-points than those of PRL, this differ-
ence is not so vast as to place a large competitive
distance between the compesi products. USPA's
reliance onLouis Vuitton Malletier v. Burlington
Coat Factory Warehouse Corp.No. 04-civ—
2644(RMB), 2006 WL 1424381, at *6
(S.D.N.Y.2006) is unavailing, as that court found
adequate difference between defendant's handbags,
which sold for $29.98, and plaintiff's, which sold for
$360 to $3,950. Nor iEstee Lauder Inc. v. The Gap,
Inc., 108 F.3d 1503 (2d Cir.1990f help to USPA.
The Estee LaudeCourt found no support for likelih-
ood of confusion where products were sold in “mu-
tually exclusive types of stes” and plaintiff's prod-
ucts were priced more than 10 to 20 times more per
ounce,id. at 1511-12 neither of which is the case
here.

In consideration of thedactors, the Court finds
the parties' products to be competitively proximate.
“Moreover, competitive proximity must be measured
with reference to the first twBolaroid factors,”Mo-
bil Oil Corp. v. Pegasus Petroleum Corg818 F.2d
254 (2d Cir.1987) The singular strength of PRL's
marks “demands that [they] be given broad protection
against infringers,’id., and the great similarity be-
tween the two marks further increases the likelihood
that a consumer will confuse USPA with PRL.

4. The Likelihood that the PRL Parties will Bridge
the Gap

This factor concerns the likelihood that senior
user that is not in direct competition with a junior
user at the time a suit is brought will later expand the

© 2011 Thomson Reuters. No Claim to Orig. US Gov. Works.



- F.Supp.2d ----, 2011 WL 1842980 (S.D.N.Y.)
(Cite as: 2011 WL 1842980 (S.D.N.Y.))

scope of its business so as to enter the junior user's
market.SeeArrow Fastener Co. v. Stanley Work$§,
F.3d 384, 397 (2d Cir.1995Because the parties in
this case are already contiigely proximate, there is

no gap to bridge and so this factor is irrelev&de
Starbucks Corp. v. Wolfe's Borough Coffee, 1588
F.3d 97 (2d Cir.2009f" ‘bridging the gap’ factor is
irrelevant where, as here, the two products are in di-
rect competition with each other.”Btar Indus. v.
Bacardi & Co.,412 F.3d 373, 387 (2d Cir.2005)
(holding that “[b]ecause ... ¢hproducts are already in
competitive proximity, there is really no gap to
bridge, and this factor is irrelevant to tRelaroid
analysis”).

5. Actual Confusion

*12 [16] “It is black letter law that actual confu-
sion need not be shown to prevail under the Lanham
Act, since actual confusion is very difficult to prove
and the Act requires only a likelihood of confusion as
to source.” Lois Sportswear/99 F.2d at 875See
alsoHarold F. Ritchie, . v. Chesebrough—Pond's,
281 F.2d 755, 761 (2d Cir.196®ew York City Tri-
athlon v. NYC Triathlon Club, IncZ04 F.Supp.2d
305 (S.D.N.Y.201Q) Pfizer Inc. v. Sachs,652
F.Supp.2d 512, 523 (S.D.N.Y.2009his is particu-
larly true when an infringing product has been on the
market for only a short time—or, as here, no time at
all.”™2 seeNew York City Triathlon704 F.Supp.2d
at 318;Pfizer,652 F.Supp.2d at 523The absence of
proof of actual confusion is not fatal to a finding of
likelihood [of confusion], particularly where, as here,
the junior mark has been in the marketplace for a
relatively short period of time.”) (quotation marks
omitted).

[17] The USPA Parties argue that the PRL Par-
ties proffered no evidence of actual confusion in the
apparel industry and thatdtparties' co-existence in
the apparel industry weighs against a showing of a
likelihood of confusion with regard to fragrances.
This argument is unconvincing for two reasons. First,
insufficient evidence regairty whether or not actual
confusion exists in the apd industry was presented
at trial for the Court to adequately weigh its potential
affect. Second, there has been no co-existence of fra-
grances without confusiona—fact, which if true,
would support USPA's claim. Lack of confusion as to
apparel may or may not be indicative of lack of con-
fusion as to fragrances.
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Consumer surveys can provide another form of
evidence of the likelihood of confusiosee, e.g.,
MetLife, Inc. v. Metropolitan Nat'l Bank388
F.Supp.2d 223, 232 (S.D.N.Y.2008a survey as to
the potential consumer confusion may be weighed
when considering the likelihood of confusion”) (cit-
ing Mobil Oil Corp. v. Pegasus Petroleum Cor18
F.2d 254, 259 (2d Cir.1987)Jordache Enterprises,
Inc. v. Levi Strauss & Co841 F.Supp. 506, 518
(S.D.N.Y.1993)(“Evidence of actual confusion con-
sists of (1) anecdotal evidence of confused consumers
in the marketplace; and (2) consumer survey-
evidence”).

Here, the parties eacltonducted surveys.
L'Oréal engaged George Mantis, who conducted two
surveys. Mantis's first survey was a national mall
intercept conducted in each of the nine Census dis-
tricts with 324 individuals who had a stated intention
to purchase a men's fragrance product in the next six
months. Mantis' first survey used a replica of the US-
PA Parties' fragrance as shown in Exhibit B of the
USPA's declaratory judgmenbmplaint. (PRL Ex. 9
at 150-51.) The control group was shown a Mustang
Blue cologne package and produld. at 152-53.
That cologne comes in metallic blue box and displays
a horse in profile set agains black and silver grate,
with “MUSTANG BLUE” below. Survey noise was
estimated based on the proportion of survey respon-
dents who associated the control sample with PRL
(PRL Ex. 9 at 4), and subtracted from the reported
confusion levels to produce a “net confusion” figure.

*13 Mantis' second survey followed the same
methodology, but with two different test samples, due
to USPA's stipulated change in the color to be used
for their packaging. The survey involved over 500
individuals drawn from the nine census districts. (Tr.
86:15-17). Both test samples in the second Mantis'
survey displayed the Doléh Horsemen Trademark,
one bearing “U.S. POLO ASSN.” arched above and
“1890" below (PRL Ex. 10 Ex. E); and the other
bearing “USPA” below (PRL Ex. 10 Ex. E). Both test
marks appeared on beige packaging. The same Mus-
tang Blue cologne and packaging was used as the
control. (PRL Ex. 10 Ex. G.)

Mantis' first survey found 32.4% gross confusion
and 4.6% confusion in the control group, resulting in
a net confusion level of 27.8%. This represents the
controlled portion of those who believed the fra-
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grance bearing the Double Horsemen Mark with
“U.S. POLO ASSN.” arched above and “1890” be-
low on blue packaging was put out by, connected to,
or authorized by Polo Rzh Lauren. (PRL Ex. 9 at
2)

The second Mantis survey found gross confusion
levels of 25.9% for the use of USPA's Double
Horsemen Trademark in combination with “U.S.
POLO ASSN.” above and “1890” below, on a beige
background, as well as 21.2% gross confusion for the
use of the Double Horsemen in combination with
“USPA” below, on a beige background. (PRL Ex. 10
at 6.) Mantis found 3.4% confusion for the Mustang
control product. This equates to 22.5% net confusion
for the “U.S. POLO ASSN.” test product and 17.8%
net confusion for the “USPA” test product.

The USPA Parties presented a survey conducted
by Dr. Myron Helfgott, which involved interviews
with 1,000 respondents in shopping malls in ten geo-
graphically dispersed metropolitan areas. (USPA Ex.
48.) The sample was screened to consist of men and
women between the ages of 18 and 35 who reported
that they are likely to purchase a men's fragrance
product costing $20 to $30 in the next six months. In
each interview, respondanivere shown a bottle and
carton for a men's fragrance, which they were told
sells for $24.99.

The Helfgott survey test three fragrance pack-
ages, all set on beige packaging with gold lettering:
(1) the Double Horsemendo with “USPA” beneath,

(2) the Double Horsemen logo with “U.S. POLO
ASSN.” beneath, and (3) the Double Horsemen logo
with “U.S. POLO ASSN.” arched above and “1890”
below. Helfgott used two controls. One sported iden-
tical packaging and gold lnto the three tested fra-
grances, except instead of the Double Horsemen
logo, the control featuretlSPA's horsehead mark,
which consists of a picture of a horse's head in an
oval shape formed by avytired horseshoe, with
“U.S. POLO” arched abov&he second control is a
fragrance which presents a gold embossed polo play-
er astride a horse, facing ditly to the viewer's right,
with “Beverly Hills” arched above and “Polo Club”
below. The logo and word mark are in gold and set in
a red box. The packaging is black.

*14 The Helfgott survey found 28% gross confu-
sion with the Double Hoemen logo with “USPA”
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beneath; 27% gross confusion with the Double
Horsemen logo with “U.SPOLO ASSN.” beneath;
and 25.5% gross confusion with the Double Horse-
men logo with “U.S. POLOASSN.” arched above
and “1890” below. (USPA Ex. 48 at 2.) The survey
found 28.5% confusion with the USPA's horsehead
mark control and 32% confusion with the Beverly
Hills Polo Club control. Ifl.) The Helfgott survey
concluded that because cosibn levels for the test
products were similar to or lower than confusion le-
vels provoked by the controls, net confusion was zero
for all test products and “the source of the measured
test product confusion was somethiter than the
presence of the double horsemen illustration.” (USPA
Ex. 48 at 13.) BecausedHevel of confusion asso-
ciated with the three teproducts did not exceed the
level of confusion caused by the Beverly Hills Polo
Club control, Helfgott concluded that “[t]here is not
residual confusion.”I{. at 14.)

The parties dispute the methodology of each oth-
er's surveys. Specifically, the PRL Parties assert that
Dr. Helfgott's first survey question, which stated that
respondents were being shown a fragrance that costs
$24.99 and limited respondents to what “organiza-
tion” put out the producid. at 8, likely affected the
way that those surveyed responded. In addition, the
PRL Parties contend that Helfgott's screening me-
thod, which limited respondents to those with the
intent to purchase a fragrance in the $20 to $30 price
range, preconditioned respondents by referencing
price. Dr. Helfgott acknowledged at trial that his tip-
ping off respondents to a price range could have af-
fected responses (Tr. 401:17-402:7 (Helfgott)), and
that the proper sample in a forward looking confusion
survey consists of those likely to purchase in the
product category, not only prospective purchasers of
one company's products. (Tr. 405:1-19 (Helfgott).)
The Helfgott study's screening for those intending to
purchase a men's fragrance in the $20-$30 range; the
inclusion of cost in Helfgott's first question; and that
the study's first question limited survey responses to
“organization”, all preconditioned his survey respon-
dents.

The PRL Parties also criticize the Helfgott study
on the basis that Bill Bartlett of Suburban was re-
sponsible for reading thguestionnaires and deciding
how each of the responses on those questionnaires
should be codeile., confused or not confused (Tr.
375:14-16; 433:4—7 (Helfgott)), and Dr. Helfgott
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conceded that he personally did not review all the
questionnaires. (Tr. 432:23-433:3 (Helfgott).) How-
ever, Dr. Helfgott testified that he did discuss how to
code certain of the survey responses Mr. Bartlett
deemed problematic and read to him over the tele-
phone, and the Court credits that testimony. (Tr.
406:25-407:6, 407:16-22 (Helfgott).) More proble-
matically, the report that Dr. Helfgott prepared did
not contain a “verbatim” section that set out the res-
ponses of interview respondents recorded on the
guestionnaires by the interviewers during the survey
interviews, such that the Court is not able to indepen-
dently determine whether the responses were proper-
ly classified.

*15 The most significant error in the Helfgott
study was its choice of control variables. Without a
proper control, there is no benchmark for determining
whether a likelihood of confusion estimate is signifi-
cant or merely reflects flaws in the survey methodol-
ogy. “In designing a control group study, the expert
should select a stimulu®r the control group that
shares as many charactéds with the control group
as possible, with the key eaption of the characteris-
tic whose influence is being assessed.” J. Jacoby,
“Experimental Design and the Selection of Controls
in Trademark and DecepévAdvertising Surveys,”

92 Trademark Rep. 890, 920 (200@Quoting the
Federal Judicial Center's Reference Manual on Scien-
tific Evidence). Here, Helfgott's controls were impro-
per in that they included the very elements being as-
sessed™® namely, the word mark “POLO” and, in
the case of the Beverly Hills Polo Club control, also a
mounted polo player image.

The high levels of confusion elicited by Dr.
Helfgott's controls throw the study's use into further
doubt. (USPA Parties Ex. 48 (28.5% for Horse Head,
32% for Beverly Hills Polo Club).peeJacoby,92
Trademark Reporter 890, 931-3f]n the best of all
possible worlds, it would not be desirable for a con-
trol to yield confusion estimates that exceeded 10%.
If it did, the control itself would begin to reach an
actionable level of confusion and its utility as a con-
trol thereby compromised.”). Dr. Helfgott was not in
substantial disagreement. He testified that the Bever-
ly Hills Polo Club sample really did not act as a con-
trol. (Tr. 436:21-437:7 (Helfgottf*) The USPA
Parties argue that surveys using controls that generate
confusion levels in excess of 20% have been used
and accepted. However, those controls were used in
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surveys different from those here, in which the sur-
vey respondents were shown both the plaintiff's
product and the defendant's product bearing the mark.
SeeFortune Dynamic, Inc. v. Victoria's Secret Stores
Brand Mgmt. Inc., 618 F.3d 1025, 1036 (Sth
Cir.2010) (side-by-side product comparisoidison
Bros. Stores, Inc. v. Cosmair, In651 F.Supp. 1547,
1559 (S.D.N.Y.1987)same). Studies using that me-
thodology generally produce higher levels of confu-
sion. See Phyllis J. Welter, TRADEMARK SUR-
VEYS § 6.01[4] (Release # 6, June 1999). The results
of those studies therefore cannot be properly com-
pared with the studies here.

Dr. Helfgott's survey is further limited in its utili-
ty because it permitted respondents to “correct for
confusion” by reading the label back to the inter-
viewer, and allowed respondents to view the test
samples for 8-10 minutes while being questioned.
(Tr. 387:23-388:1; 388:2—20; 390:16-391:12 (Helf-
gott).) In sum, due to its significant drawbacks, the
Court gives the Helfgott study no weight.

With regard to the Mantis surveys, the USPA
Parties contend that Mantis' first survey question was
leading. That question asked “Who or what individu-
al, company or organization makes or puts out this
product?” after respondents were shown USPA's
packaging and product. (PRL Ex. 9 at 5.) That form
and sequence of questiogi has become standard
methodology in trademhr infringement surveys,
however, following the methodology used limion
Carbide Corp. v. Ever—Ready, In6G31 F.2d 366
(7th Cir.1976)cert. denied429 U.S. 830, 97 S.Ct.
91, 50 L.Ed.2d 94 (1976fapproving what is now
known as the “Ever—Ready” test). USPA's reliance
on Smith v. Wal-Mart Stores, Inc537 F.Supp.2d
1302 (N.D.Ga.2008)is misplaced. There, the survey
guestion required the respondent to answer “which
company or store do you think puts out this shirt?”
despite the fact that the defendant was an individual.
Omitting a possible choice (there, “individual”),
where it was not only relevant but also was the
choice being tested, was found to be inappropriate.
Here, Mantisincluded, not omitted, all reasonable
choices, and allowed the respondent to provide
his/her genuine answer. The first Mantis survey ques-
tion therefore was not misleading. This finding is
confirmed by the relatively similar levels of gross
confusion found by both Mantis' and Helfgott's sur-
veys.
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*16 The USPA Parties' criticisms that the Mantis
study did not screen for price are meritless. USPA
was not marketing the product at the time and its
price was unknown. (Tr. 89:7-15 (Mantis).) As Dr.
Helfgott principally acknowledged (Tr. 405:1-25
(Helfgott)), it was proper for Mantis not to screen for
price.

The USPA Parties additionally dispute the ap-
propriateness the Mantis study's control, arguing that
the Mustang mark was too famous to act as a proper
control. However, the Mantis control replicated mar-
ket conditions in so far as the Mustang product is
currently on the market, did not contain any of the
elements being assessedyyided the survey respon-
dent the opportunity for guessing, contained a symbol
of a horse and, with respeit the first survey, was
the same color as the test sample. While the Mantis
survey's control could have perhaps shared more fea-
tures with the test product in terms of the shape and
material of the fragrance box, the Court gives some
weight to its results.

The confusion levels ascertained by the Mantis
surveys have been acceptasl indicative of likelih-
ood of confusion by other courts in this CirciBee
Kraft General Foods, Inc. v. Allied Old English, Inc.,
831 F.Supp. 123, 130 (S.D.N.Y.199Q)iscussing a
mall intercept survey that indicated net confusion of
twenty-six percent (26%) and finding the “extreme
demonstration of confusion evidenced by the survey
demonstrates Kraft's likelihood of success on the
merits, as even a substantially lesser showing of con-
fusion would support Kraft's motion for a preliminary
injunction”). See als&empresa Cubana del Tabaco v.
Culbro Corp., 70 U.S.P.Q.2d 1650 (S.D.N.Y.2004)
rev'd on other grounds399 F.3d 462 (2d Cir.2005)
(confusion rate of 15%—21% indicates a likelihood of
confusion);Energybrands, Inc. v. Beverage Market-
ing USA, Inc.,No. 02 CIV. 3227(JSR), 2002 WL
826814 (S.D.N.Y. May 1, 200217% net confusion
warranted grant of preliminary injunctioryplkswa-
gen Astiengesellschaft v. Uptown Motd¥e. 91 Civ.
3447(DLC), 1995 WL 605605 (S.D.N.Y. May 11,
1995) (two surveys showing 17.2% and 15.8% net
confusion justified grant of injunction).

The Mantis surveys are appropriately suggestive
of actual confusion. Accordingly, this factor weighs
in the PRL Parties' favor.
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6. USPA's Intent in Adopting Its Mark

“Courts and commentators who have considered
the question equate a lack of good faith with the sub-
sequent user's intent to trade on the good will of the
trademark holder by creating confusion as to source
or sponsorship.EMI Catalogue Partnership v. Hill,
Holliday, Connors, Cosmopulos In228 F.3d 56, 67
(2d Cir.2000) (citations omitted) (noting inquiry is
“whether defendant in adopting its mark intended to
capitalize on plaintiff's good will”). “Bad faith gener-
ally refers to an attempt by a junior user of a mark to
exploit the good will and reputation of a senior user
by adopting the mark with the intent to sow confu-
sion between the two companies' productStar-
bucks v. Wolfe's Borough Coffee, 1688 F.3d 97
(2d_Cir.2009)(quoting Star Industries412 F.3d at
388). Under this factor, “the ‘only relevant intent is
intent to confuse.” "Id. (quoting 4 McCarthy on
Trademarks § 23.113).

*17 [18] Bad faith can be found where prior
knowledge of the senior usemark or trade dress is
accompanied by similaritieso strong that it seems
plain that deliberate copying has occurreddding-
ton Corp. v. Attiki Imps. & Distrib., Inc.996 F.2d
577, 587 (2d Cir.1993)“Intentional copying, of
course, does not requireeittical copying. Where the
copier references the prior dress in establishing her
design with the apparent aim of securing the custom-
ers of the other based on confusion, intentional copy-
ing may be found.”).

[19] Here, USPA was undoubtedly fully familiar
with the PRL Parties' marks and trade dress, given
the extensive history of trademark litigation between
the parties. USPA's intent to capitalize on PRL's rep-
utation and goodwill can be inferred from its decision
to adopt a mark that is so strikingly similar to the
PRL Polo Player Logo and initially employ the same
color and similar trade dress to that used for PRL's
most popular fragrance line sold under the Polo Play-
er Logo. (Tr. 55:10-21 (Marino); PRL Parties Exs.
16 and 27.) The explanation given by USPA's Presi-
dent, Mr. Cummings, to explain its initial adoption of
similar blue trade dress is not persuasive. Cummings
testified that blue packaging was used because USPA
had adopted blue trade dress, namely on the inseam
and waistband labels and hangtags of certain articles
in its apparel lines, and USPA believed that using
blue packaging would better enable consumers to
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identify the product as USPA's. (Tr. 215:8-218:2
(Cummings)).

Notably, USPA could have avoided this situation
entirely by choosing logo that depicts a polo player
in a position and from a perspective that differs from
the Polo Player Logo witla more clearly distinct
form of packaging €.g. initially utilizing a different
color, non metallic ink, and with no thin matching
border edging). But it chose not to do so. That the
USPA Parties and their licensee did not have any
expertise in purveying fragrances or develop a stra-
tegic business plan, a budget, or sufficient funding
for advertising; and that ¢y worked with a licensee
which would not disclose its name because it was
concerned, as USPA was aware, that it might be
dragged into a lawsuit with Ralph Lauren and had
been unable to find sublicensees due to threat of a
trademark action (Tr. 270:22-277:10 (Cummings))
further indicates that the USPA Parties intended to
capitalize on PRL's reputation and goodwill—instead
of building their own. Therefore, the Court finds that
USPA adopted its mark with the intention of capita-
lizing on PRL's reputation and goodwiti*®

7. The Quality of USPA's product

Under the seventlRolaroid factor calls for an
examination of the quality of USPA's fragrance prod-
uct. The Court makes no findings on this issue, as
neither USPA nor the PRL Parties proffered evidence
in this regard, and the USPA Parties' product was
pulled from the market ndgrimmediately after be-
ing introduced.

[20] However, it is the loss of control over quali-
ty that is the real gravamaent this factor. According-
ly, “a senior user may sue to protect his reputation
even where the infringer's goods are of top quality.”
Mobil Oil Corp. v. Pegasus Petroleum Cori818
F.2d 254, 259, 260 (2d Cir.1987A senior user, “is
not required to put its reputation in [a junior users]
hands, no matter how capable those hands may be.”
Id. (quoting James Burrough, Ltd. v. Ferrarag
Misc.2d 692, 165 N.Y.S.2d 825, 826 (Sup.Ct.1957)
At the same time, courts in this Circuit have found
that similarity in the quality of the products may
create an even greater likelihood of confusion as to
source inasmuch as consumers may expect products
of similar quality to emanate from the same source.
See generallffommy Hilfiger Licensing, Inc. v. Na-
ture Labs, LLC, 221 F.Supp.2d 410, 420
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(S.D.N.Y.2002)(discussing the two ways in which
quality of the junior user's product has been ana-
lyzed); Paco Sport, Ltd. v. Paco Rabanne Parfums,
86 F.Supp.2d 305, 325-26 (S.D.N.Y.20(08ame);
Jordache Enterprises, Inc841 F.Supp. 506, 520
(S.D.N.Y.1993) (stating that because parties both
manufacture quality apparel, the senior user need not
be concerned about reputational harm due to tarnish-
ment, but that the equivalent quality of the products
“supports the inference thdlhey emanate from the
same source”).

*18 Thus, while this factor is neutral, either rea-
soning might additionally support the PRL Parties'
claims.

8. The Sophistication of Fragrance Buyers

[21] “Generally, the more sophisticated and care-
ful the average consumer of a product is, the less
likely it is that similarities in trademarks will result in
confusion concerning the source or sponsorship of
the product.”Bristol-Myers Squibb Co. v. McNeil-
P.P.C., Inc..973 F.2d 1033, 1046 (2d Cir.1993)-
though it may be that purchasers of expensive fra-
grances are typically found to be somewhat sophisti-
cated consumerssee, e.g.Nina Ricci, S.A.R.L. v.
Gemcraft Ltd., 612 F.Supp. 1520, 1529
(S.D.N.Y.1985) there is nothing in the record to in-
dicate that purchasers of low- to mid-priced fra-
grances at low- to mid-rangetailers are comparably
sophisticated. The USPA Parties state that they will
sell their apparel and other products at Sears and sim-
ilar mid-tier merchandisers at price points below
those of the PRL Parties. so far as this will be the
case, prospective purchasest the USPA Parties'
products may nonetheless be confused into believing
that USPA's product is aauthorized “down market”
version or extension of the PRL Parties' fragrance
products, or that USPA and the PRL Parties are oth-
erwise affiliated.SeeNikon Inc. v. lkon Corp.987
F.2d 91, 95 (2d Cir.1993(affirming district court's
finding that consumers of lower-end products were
less sophisticated and “could be confused about an
affiliation between the products.”).

[22] “Where a second-comer acts in bad faith
and intentionally copies a trademark or trade dress, a
presumption arises that the copier has succeeded in
causing confusion.Paddington Corp.996 F.2d at
586—87 (citing Warner Bros. Inc. v. American
Broadcasting Cos., 720 F.2d 231, 246-47 (2d
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Cir.1983) Perfect Fit Industries, Inc. v. Acme Quilt-
ing Co., Inc.,618 F.2d 950, 954 (2d Cir.198@®ris-
tol-Myers Squibb973 F.2d at 1044—45%harles of
the Ritz Group Ltd. v. Quality King Distributors, Inc.,
832 F.2d 1317, 1322 (2d Cir.1987)This factor
therefore cuts in the PRL Parties' favor.

Weighing the Factors

[23] Weighing the varioug®olaroid factors and
based on the evidence presented at trial, the Court
finds that USPA's use dlie Double Horsemen Mark
along with the word mark “U.S. POLO ASSN.” in
the context of men's fragre@s creates a strong like-
lihood of confusion with the PRL Parties' products.
The marks are so similar that it is likely that consum-
ers would be confused, whether by believing that
PRL had authorized a down market product or by
confusing the products outright.

Il. State Law Claims

[24] “[T]he standards for Section 43(a) claims of
the Lanham Act and unfair competition claims under
New York Law are almost indistinguishablelti—
Star Pictures, Inc. v. Unged,4 F.Supp.2d 339, 363
(S.D.N.Y.1998) see alsgGenesee Brewind.24 F.3d
at 149;Ringling Bros.-Barnum & Bailey Combined
Shows, Inc. v. B.E. Windows Cor@37 F.Supp. 204,
208-09 (S.D.N.Y.1996)The only additional element
that must be shown to establish a claim for unfair
competition under the common law is bad fad#irl
Scouts v. Bantam Doubleday Dell Publ'g Group, Inc.,
808 F.Supp. 1112, 1131 (S.D.N.Y.1993jf'd, 996
F.2d 1477 (2d Cir.1993)“Under New York law,
common law unfair competition claims closely re-
semble Lanham Act claims except insofar as the state
law claim may require an additional element of bad
faith or intent”) (internal quotations omitted)effrey
Milstein, Inc. v. Greger, Lawlor, Roth, In&8 F.3d
27, 34-35 (2d Cir.1995f"[T]he essence of unfair
competition under New York common law is the bad
faith misappropriation of the labors and expenditures
of another, likely to cause confusion or to deceive
purchasers as to the origin of the goods”).

*19 [25] Since the PRL Parties have demonstrat-
ed a likelihood of confusion between the parties'
marks under their Lanham Act claims and USPA
intended to capitalize on PRL's reputation and good-
will, the PRL Parties prevail on their unfair competi-
tion claims as well.
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Because the PRL Parties have prevailed on their
Lanham Act and unfair competition claims, the Court
need not reach the parti@slditional state law claims
in order to issue a permanent injunction. The scope of
the relief sought—an injunction prohibiting the US-
PA Parties from using the “U.S. POLO ASSN.” name
in conjunction with the Double Horsemen mark in
men's fragrances—is identical regardless of whether
the PRL Parties would succeed on any of their addi-
tional claims.

[ll. Permanent Injunctive Relief

[26] Traditionally, in trademark infringement ac-
tions in this Circuit, a party seeking a permanent in-
junction “must succeed on the merits and show an
absence of an adequate remedy at law and irreparable
harm if the relief is not grantedGayle Martz, Inc. v.
Sherpa Pet Group, LLC651 F.Supp.2d 72, 84-5
(S.D.N.Y.2009)(citing Roach v. Morse440 F.3d 53,
56 (2d Cir.2006) However, the Second Circuit's
recent decision irsalinger v. Colting,607 F.3d 68,
74-75,announced in the camtt of a copyright in-
fringement action that this standard for injunctive
relief had been abrogated Bay, Inc. v. MercEx-
change, L.L.C.547 U.S. 388, 126 S.Ct. 1837, 164
L.Ed.2d 641 (2006)The Second Circuit held that a
preliminary injunction should issue where the plain-
tiff has shown a likelihood of success on the merits
ENI® and that: (1) “he is likely to suffer irreparable
injury in the absence of an injunction”; (2) “remedies
at law, such as monetary damages, are inadequate to
compensate for that injury”; (3) the balance of hard-
ships tips in his favor; and (4) “the ‘public interest
would not be disserved’ by the issuance of a prelimi-
nary injunction.”Salinger v. Colting607 F.3d 68, 80
(2d_Cir.2010) (citing eBay, Inc. v. MercExchange,
L.L.C., 547 U.S. 388, 391, 126 S.Ct. 1837, 164
L.Ed.2d 641 (2006)

Although the holding irSalingerwas explicitly
“limited to preliminary injunctions in the context of
copyright cases,Id., 607 F.3d at 78 n. the Court
saw no reason why &Bay would not apply with
equal force to an injunction iany type of case.ld.
at 78 n. 7(emphasis in original). And the panel noted
that “ eBay strongly indicates that the traditional
principles of equity it eployed are the presumptive
standard for injunctions in any contexid: at 78.

While the Second Circuit has not yet spoken on
this issue in the context of trademark infringement
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actionss™ Salinger suggest that these cases should

be analyzed under the standards for injunctive relief
articulated by theSupreme Court ireBay, Inc. v.
MercExchange, L.L.C.547 U.S. 388, 126 S.Ct.
1837, 164 L.Ed.2d 641 (2006Yhis Court agrees
with other courts in this Circuit to have considered
Salinger's applicability to trademark actions that
there appears to be no principled reason not to adopt
the newly announced stamdan the trademark con-
text. SeePretty Girl, Inc., — F.Supp.2d at ——,
2011 WL 887993, at *2New York City Triathlon
LLC v. NYC Triathlon Club, Inc704 F.Supp.2d 305,
328 (S.D.N.Y.201Q)

*20 Moreover, this Court recognizes that “ ‘a
major departure from the long tradition of equity
practice should not be lightly implied.’ €Bay,547
U.S. at 392, 126 S.Ct. 183qduoting Weinberger v.
Romero—Barcelo456 U.S. 305, 320, 102 S.Ct. 1798,
72 L.Ed.2d 91 (1982) Salinger strongly suggested
thateBay'sstandard applies in the context of any in-
junction, so long as Congress does not intend other-
wise.607 F.3d at 77-78 & n. As ineBay,no Con-
gressional intent to the contrary is evident here, but
instead the revers&eeeBay, 547 U.S. at 391-92,
126 S.Ct. 1837The Lanham Act expressly provides
that federal courts “have power to grant injunctions,
according to the principlesf equity” in trademark
infringement and dilution casek5 U.S.C. § 1116(a)
Similarly, the Act expressly states that the senior
owner of a mark “shall be entitled” to an injunction
“subject to the principlesf equity” with respect to
dilution claims.15 U.S.C. § 1125(c)(1)

Accordingly, the Court aucludes that the four-
factored injunction statard articulated ireBay and
Salingerapplies to this action.

A. Likelihood of Irreparable Injury

This Circuit has previously recognized a pre-
sumption of irreparable harm in trademark infringe-
ment actions. Even quite recently, the Circuit has
held that as long as there has not been undue delay in
bringing a claim, a “plaintiff who establishes that an
infringer's use of its trademark creates a likelihood of
consumer confusion generally is entitled to a pre-
sumption of irreparable injury.'Weight Watchers
Int'l, Inc. v. Luigino's, Inc.423 F.3d 137, 144 (2d
Cir.2005) Zino Davidoff SA v. CVS Corpby1 F.3d
238, 246 (2d Cir.2009)See alsoDunkin' Donuts
Franchised Rests. LLC v. Tim & Tab Donuts, Inc.,
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No. 07-CVv-3662 (KAM)(MDG), 2009 WL
2997382, at *8 (E.D.N.Y. Sept. 15, 200@repara-

ble injury “is automaticallysatisfied by actual suc-
cess on the merits as irreparable harm is established
by a showing of likelihood of confusion.”) (internal
guotation and citation omitted).

Prior to Salinger,which eliminated an analogous
presumption in the context of copyright claiffi& it
was less clear whetheBay'selimination of the pre-
sumption of irreparable harm applied to trademark
infringement actionsSee alsaChloe v. Designersim-
ports.com USA, Inc.No. 07 Civ. 1791(CS)(GAY),
2009 WL 1227927, at *11 (S.D.N.Y. April 30, 2009)
(retaining pre- eBay presumption); Montblanc—
Simplo GmbH v. Colibri Corp.692 F.Supp.2d 245
(E.D.N.Y.2010)(same). In light ofSalinger'sclarifi-
cation that “eBay'scentral lesson is that, unless Con-
gress intended a ‘major departure from the long tradi-
tion of equity practice,” @ourt deciding whether to
issue an injunction must hadopt ‘categorical’ or
‘general’ rules or presume that a party has met an
element of the injunction standar®07 F.3d at 77—
78 & n. 7,the presumption of irreparable injury in
trademark cases is no longer appropri&eePretty
Girl, — F.Supp.2d at —— & n. 4, 2011 WL
887993, at *2 & n. 4New York City Triathlon704
F.Supp.2d at 342—4F&ven without the presumption,
however, the PRL Parties have adequately demon-
strated irreparable harm here.

*21 [27] “Irreparable harm exists in a trademark
case when the party seeking the injunction shows that
it will lose control over the reputation of its trade-
mark ... because loss of cmitover one's reputation
is neither ‘calculable nor precisely compensable.’ ”
New York City Triathlon704 F.Supp.2d at 34@n-
ternal quotation marks omitted) (quotif@wer Test
Petroleum Distribs., Inc. v. Calcu Gas, Iné54 F.2d
91, 95 (2d Cir.1985) Omega Importing Corp. V.
Petri-Kine Camera Co0.451 F.2d 1190, 1195 (2d

Cir.1971)

[28] Here, absent an injunction, given the like-
lihood of confusion between the Polo Player Logo
and USPA's Double Horsem Trademark, the repu-
tation and goodwill cultivated by PRL's would be out
of its hands. The USPA Parties' product may or may
not be of high quality, sold with sufficient care to
customer service, or convey the same branding image
that has been highly cultivated by Ralph Lauren. In
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any event, the impression given to consumers by the
USPA Parties' product, and so the reputation and
goodwill of the PRL Parties', will not be in PRL's
control. The Court thereferagrees that though the
harm the PRL Parties will suffer in terms of reputa-
tion and goodwill cannot be quantified, the PRL Par-
ties will be irreparably injured in the absence of a
permanent injunction.

B. Adequacy of Remedies at Law

[29] Because the losses of reputation and good-
will and resulting loss of customers are not precisely
guantifiable, remedies at law cannot adequately com-
pensate Plaintiff for its injurieSee generalliorth-
western Nat'l Ins. Co. of Milwaukee, Wisc. v. Alberts,
937 F.2d 77, 80 (2d Cir.1991)The irreparable in-
jury requisite for the preliminary injunction overlaps
with the absent lack of adequate remedy at law ne-
cessary to establish the equitable rights.”). Accor-
dingly, the court finds that remedies at law are inade-
guate to compensate the PRL Parties in this case.

C. The Balance of Hardships

[30] The equities weigh in the PRL Parties' fa-
vor. PRL has sold men's fragrances bearing the PRL
Polo Player logo and POLO marks for over thirty
years and has multiple regised trademarks for their
use on fragrances. (Tr. 52:13-21.; PRL Ex. 14.) The
substantial likelihood of consumer confusion and
potential loss to PRL both in terms of sales and repu-

tation threaten to cause the PRL Parties serious harm.

In contrast, the USPA Parties have yet to enter the
fragrance market in earnedthile 10,000 units of
the USPA's product have been produced at their
cost(Tr. 277:11-15), only approximately 3,500 of
which were sold (Tr. 278:10-13), this is not so great
as to outweigh the harm that would be done to the
PRL Parties absent an injunction.

D. The Public Interest

[31] The consuming public has a protectable in-
terest in being free from confusion, deception and
mistake.SeeNew York City Triathlon704 F.Supp.2d
at 344(“[T]he public has an interest in not being de-
ceived—in being assured that the mark it associates
with a product is not attached to goods of unknown
origin and quality.”) (citingSK & F. Co. v. Premo
Pharm. Labs., Inc.,625 F.2d 1055, 1067 (3d
Cir.1980); Gayle Martz,651 F.Supp.2d at 85.

*22 Because of the likeldpd of consumer con-
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fusion in this case, the public interest would be
served by the issuance of an injunction, and this fac-
tor weighs in Plaintiff's favor.

Conclusion

The USPA Parties contend that the PRL Parties
are attempting to monopolize the depiction of the
sport of polo. No monopoly over the use of the word
polo or its depiction exists. As Judge Sand noted, the
PRL Parties do not have a right to take action with
respect to the use ahyequestrian figure or the word
“polo.” Sand Opinion 1984 WL 1309, at *17As
Judge Sand observed, and Judge Goettel before him,
it is clear that “polo” is generic with regard to polo
shirts and coatdd. at *2. Polo may be descriptive as
to other shirts and coats as well as to various uses
with regard to the sport. Nothing in this order is in-
tended to prevent the USPA Parties from using “po-
lo” to the extent they do so generically or descriptive-
ly. There continue to be countless ways in which the
sport of polo can be depicted without infringing on
the PRL Parties’ marks.

There is, in Judge Sand's words, clearly room in
our vast society for both the USPA Parties and the
PRL Parties to engage in licensing activities that do
not conflict with one another, and nothing contained
in this opinion should be construed as precluding
such activitiesId. at *8. Nonetheless, to the extent
the USPA Parties use “polo” in conjunction the
Double Horsemen mark on fragrances, this is another
matter. The USPA Partiesausf “POLQO” in conjunc-
tion with the Double Horsemen mark in the context
here infringes the PRL Parties' substantive trademark
rights.

Based on the findings and conclusions set forth
above, the claims of thenited states Polo Associa-
tion Parties are dismissed and the PRL Parties are
granted injunctive relief.

Submit judgment on notice. It is so ordered.

EN1. “Tr.” denotes a citation to the trial
transcript.

FEN2. “PRL Ex.” denotes a citation to a trial

exhibit submitted by the PRL Parties, and
“USPA EX.” denotes a citation to a trial ex-
hibit submitted by the USPA Parties.
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EN3. International Class 14 covers
“[plrecious metals and their alloys and
goods in precious metals or coated there-
with, not included in other classes; jewelry,
precious stones; horological and chronome-
tric instruments.” International Class 18
covers “[lleather and iitations of leather,
and goods made of these materials and not
included in other classes; animal skins,
hides; trunks and traveling bags; umbrellas,
parasols and walking sticks; whips, harness
and saddlery.” International Class 25 covers
“[c]lothing, footwear, headgear."See 37
CFR.86.1

EN4. The PRL Parties do not pursue their
dilution claims. PRL Parties Post-Trial
Memorandum of Law at 1 n. 1.

ENS5. Section 43(a) protects both registered
and unregistece trademarks. Rescuecom
Corp. v. Google Inc562 F.3d 123, 128 n. 3
(2d Cir.2009)(citing Two Pesos, Inc. v. Ta-
co Cabana, Inc.505 U.S. 763, 768, 112
S.Ct. 2753, 120 L.Ed.2d 615 (19%2)

EN6. Except as pertain to its findings re-
garding USPA's good faith, the Court's Lan-
ham Act analysis is based upon USPA's use
of the beige, not blue, trade dress, because
the USPA Parties withdrew their use of blue
trade dress during theourse of this litiga-
tion (Dkt. 45), and represented to the Court
that “as of March 17, 2010 they have ceased,
and will not resume, use of the color blue as
the principle color for the packaging of any
of Plaintiffs' fragrance products.ld;; Oral
Argument Transcript 48:23-24) (“We're not
using it, never going to use it"). Were USPA
to use blue trade dress, this might weigh
more heavily in favor of the PRL Parties’
claims because of the PRL Parties' use of
blue trade dress in their best-selling POLO
BLUE line (Tr. 39:11-25; 52:1-12, PRL Ex.
15), and Judge Sand's 1984 order prohibiting
USPA's use of blue trade dress utilizing
white or silver lettering or emphasizing the
world “POLO.” (USPA Ex. 15 11 8-9.)

FEN7. USPA's Double Horsemen Mark did

not exist prior to 1996Brand awareness of

PRL's Polo Player Logo in 1984 was ap-
proximately 37%, 1984 Opinion at * *12—

13, while today it is 82-85%. (PRL Ex. 13.)

In 1984 PRL had only one fragrance product
that displayed the Polo Player Logo, while
today it has at least nine. (Tr. 36:8-37:21
(Marino); PRL Parties Exs. 26-35.)

EN8. Class 3 includes: “Bleaching prepara-
tions and other substances for laundry use;
cleaning, polishing, scouring and abrasive
preparations; soaps; perfumery, essential
oils, cosmetics, hair lotions; dentifrice87
CFR.86.1

EN9. The Trademark Trial and Appeal
Board also noted that the apparel litigation
addressed the Double Horsemen with and
without “USPA” beneath it for goods in In-
ternational Classes 14, 18, 25, and 28 (re-
spectively, precious metals/stones; leather
and bags; clothing, footwear, headgear;
games and sporting articlesge37 C.F.R. §
6.1) whereas the issue before it, as here, in-
volves the use of the Double Horsemen with
“U.S. Polo Ass'n” abve and “1890” below
for goods in Class 3. (PRL Ex. 110.)

FN10. The use of the word “POLO” might
additionally produce less confusion in the
apparel market, due to the greater use of at-
tire to signal affiliation with a sports team or
association than the use of fragrances, and
possible differences in consumers in the two
markets. In some instances, the word mark
“POLOQO” and PRL's Polo Player Logo might
also be considered more arbitrary with re-
spect to fragrances than with respect to ap-
parel, giving rise to greater distinctiveness
and strength in the PRL Parties' mark in this
context.

FN11. Other PRL Parties' fragrances are
sold in mid-tier stores such as Kohl's and
J.C. Penney. (Tr. 44:21-45:3.)

EN12. Sales of the USPA's product through
USPA's retail outlets wermde minimisin du-
ration and scope. (Tr. 221:20-222:7; Tr.
278:10-13))
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FN13. (SeelL'Oréal's counterclaims 1 36,
46, 47; PRL Parties Ex. 14; Docket Entry 52
at 2, 10.)

EN14.In relevant part the transcript reads:

Q. And in your report you referred to that
control as a benchmark, isn't that right?

A. Yes.
Q. You can look at it.
A. Yes, yes, yes.

Q. But you don't—but the report doesn't

describe what the benchmark was, right? |
mean, what was the measurement that
constituted the benchmark?

A. It was a likelihood of confusion re-
sponse.

Q. So you would agree with me that it
wasn't measuring what survey experts
called background noise?

A. No, exactly. | agree with that.
(Tr. 436:21-437:7 (Helfgott).)

FN15. This is distinct from a finding that
USPA knowingly acted unlawfully at least
with regard to USPA's adoption of the
Double Horsemen mark on fragrances.
Whether or not the USPA Parties acted in
reliance on the 1984 Order and 2006 apparel
litigation in adopting the Double Horsemen
with regard to fragrances, this is not in ten-
sion with the Court's finding that USPA
adopted the mark, and for fragrances initial-
ly with trade dress that is strikingly similar
to the POLO BLUE line, with the intention
of capitalizing on PRL's reputation, good-
will, and any confusion between its and the
PRL's product.

FN16. “The standard for a preliminary in-

junction is essentially the same as for a per-
manent injunction with the exception that
the plaintiff must show a likelihood of suc-
cess on the merits rather than actual suc-
cess.”Amoco Prod. Co. v. Village of Gam-
bell, 480 U.S. 531, 546 n. 12, 107 S.Ct.
1396, 94 L.Ed.2d 542

FN17. Prior to Salinger, there was a split
among the district courts about the applica-
bility of the eBaystandard to trademark cas-
es. See Gayle Martz, Inc. v. Sherpa Pet
Group, LLC, 651 F.Supp.2d 72, 84-85
(S.D.N.Y.2009)(comparingMicrosoft Corp.

v. AGA Solutions, Inc589 F.Supp.2d 195,
204 (E.D.N.Y.2008)(applying eBay stan-
dard in trademark action) witRatsy's Ital-
ian Restaurant, Inc. v. Banas75 F.Supp2d
427, 464 & n. 25 (E.D.N.Y.Ydeclining to

applyeBay)).

FN18.“After eBay... courts must not simply
presume irreparable harm. Rather, plaintiffs
mush show that, on the facts of their case,
the failure to issue an injunction would ac-
tually cause irreparable harm."Salinger,
607 F.3d at 82

S.D.N.Y.,2011.
U.S. Polo Ass'n, Inc. v. PRL USA Holdings, Inc.
--- F.Supp.2d ----, 2011 WL 1842980 (S.D.N.Y.)

END OF DOCUMENT
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A. Simonson, Ph.D, 10/1/09

60 percent. 70 percent is usually the high. So
66 percent is a very high rate of recontact.

Q. That also means that 34 percent of the
people were never recontacted. Is that true?

A. It means you attempt 100 percent. And
you try three times. And you are able to get a
significant percentage, but not all of them.

So if 66 percent were successfully

recontacted, which is significantly above the norm,

you still have a certain percentage —-- in this case
it would be 34 percent —-- that were not able to be
recontacted.

Q. But of the 34 percent who could be

recontacted, how do you know they were ever
interviewed in the first place?
A. Well, you go by patterns and signals.

If you find one or two discrepancies out
of 66 percent, that would suggest to you that there
are emic problems in the survey.

If you found one market that repeatedly
fails in validation, you would find that in the
66 percent. Or you found one interviewer that had
some significant problems. You would find that.

I've never had a situation where you
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A. Simonson, Ph.D, 10/1/09

don't have any pattern and somehow there's some

suggestion that there's a problem with the ones
that you can't recontact.

Q. Prior to doing the survey that's
described in your report, Exhibit 3, did you do any

pretests?

A. I did not.

Q. Did you do any pilot studies?

A. I did not.

Q. Did you do any field tests?

A. I'm not sure what that means, but I

don't believe I did.

Q. Well, did you test the questionnaire in
any way, shape, or form with somebody else before
you did the interviews in the field, the actual
interviews?

A. No. The answer to that is no.

Q. You never asked a question to somebody
in your office or somebody that you came in contact
with, just to see i1f it made any sense?

A. I did not ask the questions to
respondents. No. I asked them to myself, but not
to others.

Q. When you asked them to yourself, what do
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THIS DISPOSITION IS NOT CITABLE AS PRECEDENT OF THE T.T.A.B.

Trademark Trial ath Appeal Board
Patent and Trademark Office (P.T.O.)

MANA PRODUCTS, INC.
V.
BLACK ONYX, INC.

Opposition No. 112,190
to application Serial No. 75/330,735 filed on July 25, 1997

August 15, 2001

A. Thomas KammeandR. Glenn Schroedaf Hoffmann & Baron, LLP for Mana Products, Inc.

John H. OltmarandFrank L. Kublerof Oltman, Flynn & Kubér for Black Onyx, Inc.

Before Simms, Bottorff anBrost
Administrative Trademark Judges.
Opinion by Bottorff

Administrative Trademark Judge:

Black Onyx, Inc., applicant herein, seeks registration oRtheipal Register of the mladepicted below for goods
identified in the application as “skin conditioner and shaving lotion, both of which eliminate skin BttHps.”

N\
BLACK ONYX
—~—

Mana Products, Inc. has opposed registration of applicant's mark, alleging as grounds therefor that appiicant's m
as applied to applicant's goods, so resembles opposer'Binak OPAL as to be likely to cause confusion, to
cause mistake, or to deceive, and that it thus ieethafrom registration under Trademark Act Section 2{8),

U.S.C. 8105@d). More particularly, opposer alleges prior wddéts BLACK OPAL mark on various cosmetic and

skin care products including pre-shave daily cleansesgndéizing clear shave gels, after-shave relief lotions and
razor bump recovery solutions, all marketed for the eame treatment of razor bumps, particularly to African-
American men. Opposer also has pleaded ownership of Registration No. 1,949,678, which is of the mark BLACK
OPAL, in typed form, for goods which include pre-shaleansers, shave gels, after-shave lotions, and razor bump
treatment gel§N?

Applicant answered the notice of opposition by denying thengabkallegations thereof, by arguing that the parties'
respective marks are not confusingly similar, and byethat priority rests with applicant, not oppd5&?.
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The record in this case consists of the pleadings; theffilee opposed application; status and title copies of three
registrations owned by opposer, submitted by opposer via notice of rdlidhescyclopedia entries for “opal” and
“onyx,” submitted by opposer via notice of reliance; the testimony deposition of Sharon Gapparser's Vice-
President of Marketing, and exhibits thereto; and tegnteny deposition of Eddie Collins, applicant's president,
and the exhibits thereto, many of which are the subject of a motion to strike by opposer. The case fodlg bee
briefed, but no oral hearing was requested.

We turn first to opposer's motion to strike certain of thahats to the testimony deposition of applicant's president,
Eddie Collins, i.e., Exhibit Nos. 1-6, 8 and 10/T%! Opposer contends that these exhibits consist of documents
which should have been produced by applicant in response to opposer's discovery requests, buf\¥etppiot.
cant, for its part, argues that its failure to produce tdesements during discovery is excusable due to the serious
illness and hospitalization of Mr. Collins, applicant's presidand that the documents therefore should not be
stricken.

*2 A party which fails to produce documents or information in response to its opponent's propargisaguests
will be precluded from introducing or relying on such documents or information at $&d.Johnston
Pump/General Valve Inc. YChromalloy American Corp.10 USPQ2d 1671, 1677 (TTAB 1983nd National
Aeronautics and Space Administration v. Bully Hill Vineyards, BdJSPQ2d 1671, 1672 n. 3 (TTAB 198We
find that, with the exception of a fedocumentsincluded in applicant's Exhibit 8, seapraat footnote 6, theloc-
uments in applicant's Exhibit Nos. 1-6, 8 and 10-15 are responsive to oppdisedsery requests and that they
accordingly should have beprmoduced duringdiscovery, but were not. Applicant has not contended otherwise.

Mr. Collins' December 1997 illness and hospitalization, wbioturred some nine months prior to the institution of
this proceeding and some twenty months prior tactbseof thediscovery period, do not excuse applicant's failure
to produce thesedocumentsto opposer prior to trial. Applicant clearly was ablgptoduce somedocumentsin
response to opposedsscovery requests; it has not explained why it could not and dicpradtuce all of the re-
guesteddocuments either initially or by supplementation as requireddeg. R. Civ. P. 26(ehor has it explained
why it did not move to extend its time to respond todiseovery requests, if such extension of time was necessary.

In view of applicant's failure to produce the documents at issue during discovery, applicant is not entitled to rely on
those documents at trisdee Johnston Pump/General Valve lnaChromalloy American Corp., suprandNation-

al Aeronautics and Space Administration v. Bully Hill Vineyards Inc., siipfaccordingly, we hereby strike and

shall give no consideration to Exhibits 1-6, 8 and 10-15 to the testimony deposition of Eddie Collins, except for
those documents in Exhibit 8 identifisdpraat footnote 67

We turn next to the merits of opposer's Section 2(d) ground of opposition to registhtpplicant's BLACK

ONYX (and design) mark. Opposer has made of record status and title copies of its pleaded Registration No.
1,949,678 of the mark BLACK OPAL. (Opposer's Notice of Reliance, filed November 8, 1998e)Mrihereof,

and because opposer's likelihood of confusion claim based thereon is not frivolous, we find that opposel- has stan
ing to oppose registration of applicant's m&&eLipton Industries, Inc. v. Ralston Purina €670 F.2d 1024, 213

USPQ 185 (CCPA 1982Moreover, inasmuch as opposer's pleadedtragjion is not the subject of a counterclaim

or a separate petition to cancel by applicant, prienigter Section 2(d) is not an issue in this c8seKing Candy

Co., Inc. v. Eunice King's Kitchen, Ind96 F.2d 1400, 182 USPQ 108 (CCPA 1974)

*3 Our likelihood of confusion determination under Section 2(d) is based on an analysis of afirobtiteve facts

in evidence that are relevant to the factoearing on the likelihood of confusion issi&eeln re E.l. du Pont de
Nemours and Cp476 F.2d 1357, 177 USPQ 563 (CCPA 19T8)onsidering the evider of record on these fac-
tors, we keep in mind that “[t] he fundamental inquiry mandated by §2(d) goes to the cumulative effect atdiffere
es in the essential characteristics of the goods and differences in the ifRadeséited Foods, Ina. Fort Howard
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Paper Co. 544 F.2d 1098, 192 USPQ 24, 29 (CCPA 1976)

Applicant has conceded that the goods identified in its application, “skin conditioner and shaving lotion, both of
which eliminate skin bumpsdre similar to the “pre-shave cleansers, shave gels, after-shave lotions, razor bump
treatment gels” identified in opposer's pleaded Registr&tmnl,949,678. (Applicant's Brief at 5.) Indeed, we find

that the parties' respective goods are essentially identidgalfaidor weighs in favor of finding of likelihood of con-
fusion.

There are no limitations or restrictions as to trade chaonelasses of purchasers ither applicant's or opposer's
identification of goods, so we must presume that the parties' respective goods are sold in all normal trade channels
and to all normal classes of purchaderssuch goods, regardless of what #vidence might show the parties' ac-

tual trade channels and classes of customers t8dae.e.g.Canadian Imperial Bank of Commerce v. Wells Fargo

Bank, N.A.811 F.2d 1490, 1 USPQ2d 1813 (Fed. Cir. 19Bérause the parties' resipee goods, as identified in

the application and the registration, are identical or highlyi@imie find that they arer could be marketed in the

same trade channels and to the same classes of prospmatihasers. This factor weighs in favor of a finding of
likelihood of confusion.

Applicant concedes that the partiesspective goods are inmnsive items which are purchased primarily on im-
pulse rather than after careful deliberation. (Applicant's Brief at 7.) This factor weighs in favor of a finding of like-
lihood of confusion.

Opposer argues that its mark is a famous mark which is entitled to a relatively broad scope of protection. We find
that the evidence of record does not support that contention. Opposer's sales and adigntesnfyvhich have

been submitted under seal pursuant to the parties' pretegfreement) are not so large as to qualify opposer's mark

as a “famous” mark within the meaning of the fifth Pontlikelihood of confusion factor. Moreover, there is no
evidence as to opposer's share of the relevant market. The burden of proving fame is on opposer, and we find that
opposer has failed to carry that burden. Therefore, we faidthis likelihood of confusin factor is neutral in this

case.

*4 There is no evidence of record of aigilar marks in use on similar goodspplicant, in its brief, has identified

an alleged third-party registration and several allegedipgnitent-to-use applicationslowever, the registration

and applications were not made of record during applictastimony period, and thegcordingly can be given no
considerationSeeTBMP §706.02. Moreover, even if they had been properly made of record, they would not consti-
tute evidence that the martispicted therein are in use or that tekevant public is familiar with thefi®! and they

thus are of no probative value in our likelihood of confusion analgsis, e.g.Qlde Tyme Foods Inc. v. Roundy's
Inc., 961 F.2d 200, 22 USPQ2d 1542, 1545 (Fed. Cir. 1982)find that the absencd any evidence of similar
marks in use on similar goods belies applicant's contetiiat opposer's mark is weak or entitled to a narrowed
scope of protection. This factor weighs in favoadinding of likelihood of confusion in this case.

Opposer acknowledges that it is unaware of any instances of actual confusion between its markicamdsappl
mark. However, we reject applicant's contention that this absence of @mtfiadion is weighty evidence against a
finding of likelihood of confusion in this case. It is cléam applicant's own assertions regarding the differences in
the parties' respective actual trade channels, and from the extremely limited nature and amount ofsaggdsant’
and advertising, that there has been no meaningful opportunity for actual confusion to havd.oCcerefore, the
absence of evidence of actual confusion iitled to no significant weight in this casgeeGillette Canada Inc. v.
Ranir Corp, 23 USPQ2d 1768 (TTAB 1992)

Finally, we turn to a determination of whether applicant's mark and opposer's mank¢cevhpared in their entire-
ties in terms of appearance, sound and connotation, atarsamdissimilar in their overall commercial impressions.
The test is not whether the marks can be distinguishesh whbjected to a side-by-side comparison, but rather
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whether the marks are sufficiently similar in terms of their overall commercial impression that confusion as to the
source of the goods offered under the respective marks ig likebsult. The focus is on the recollection of the av-
erage purchaser, who normally retains a germathker than a specific impression of tradema8eeSealed Air

Corp. v. Scott Paper Co190 USPQ 106 (TTAB 1975Furthermore, although the marks at issue must be consi-
dered in their entireties, it is well-settled that one featur@ mfark may be more significant than another, and it is

not improper to give more weight to this dominant feainrdetermining the commerciahpression created by the

mark. Seeln re National Data Corp.753 F.2d 1056, 224 USPQ 749 (Fed. Cir. 198mally, where, as in the
present case, the marks would appear on virtually identical goods, the degree afystmifaeeen the marks which

is necessary to support a finding of likely confusion decli@estury 21 Real Estate Corp. v. Century Life of Amer-

ica, 970 F.2d 874, 23 USPQ 1698 (Fed. Cir. 1992)

*5 Comparing applicant's mark giopposer's mark in their entireties, wedfithat although the marks are not iden-

tical, they are more similar than disdgiar. The only points of distinction between the two marks are applicant's use

of a background carrier design, and applicant's use of the word ONYX instead of the word OPAL as the second
word of its mark. Those specific diffences between the marks are insufficient to render the marks dissimilar in
their entireties.

The dominant feature in the commergémapression created by applicant's mark is its wording, BLACK ONYX. It is
that wording, and not the simple bisected circle designhnwéecves merely as a backgndwr carrier for the word-
ing, which is likely to be recalled by purchasers in calling for the gd®els.generallyn re Appetito Provisions
Co.., Inc.3 USPQ2d 1553 (TTAB 1987Moreover, opposer's mark in Regissa No. 1,949,678 is registered in
typed form, such that opposer would be free to displapék in all reasonable manners, including with a similar
basic carrier devic&seeSquirtco v. Tomy CorporatiQis97 F.2d 1038, 216 USPQ 937 (Fed. Cir. 1988jact, the
record shows that opposer has displayed its BLACK OBtk with such a circular carrier device on its men's
product line (see, e.g., Garment depo., at Exhibit Nos. 37-39), and has registered the mark with a oval carrier design
in connection with its women's product line (Registration No. 2,024,918ugeaat footnote 4). For these reasons,
we find that the design feature in applicant's mark idled to relatively little weight in our comparison of the re-
spective marksSee In re National Data Corp., supra

Comparing the literal portions of the respective marks, we find that BLACK OPAL and BLACK ONYX are similar
in terms of appearance and sound, and highly similar in terms of connotation. Both marks begin witdthe w
BLACK, followed by a short four-letter word beginningtiwvthe letter “O.” Although OPAL and ONYX are some-
what dissimilar in terms of appearance and sound, thasenilarities are outweighed by the words' similarity in
connotation, i.e., that of a gemstone. In their entseB® ACK OPAL and BLACK ONYX have identical connota-
tions, i.e., that of a “black gemstone.” That connotation is arbitrary and strong as applied to these gmted; as
above, there is no evidence that any third parties usksiigemstone” marks, muchde “black gemstone” marks,

on these types of gooti82°! Purchasers, in recalling the marks, are likelyetain the general impression of “black
gemstone,” and perhaps not so likely to recall the particular gemstones named in each of the marks. Moreover, even
if they are able to recall ¢hdifference in particular gemstones, the strength and arbitrariness of the “black gem-
stone” connotation is likely to leatiem to mistakenly assume that BLACK OPAL and BLACK ONYX products
originate from the same source.

*6 In short, although applicant's mark is not identical ® ¢hied registered mark, we find that the marks in their
entireties are sufficiently similar thabnfusion is likely to result when theye used on the identical and/or closely
related goods involved in this case.

Having carefully considered the evidence aforel with respect to each of the relevdntPontevidentiary factors,

we conclude that confusion is likely to result from applisam$e of its mark on its identified goods. To the extent
that applicant, by its evider or arguments, may have raised any doubt as to that conclusion, such doubt must be
resolved against applicant andfavor of the prior registranSeeln re Hyper Shoppes (Ohio) In@&37 F.2d 840, 6
USPQ2d 1025 (Fed. Cir. 1988h re Martin's Famous Pastry Shoppe, Int48 F.2d 1565, 223 USPQ 1289 (Fed.

© 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.



2001 WL 930583 (Trademark Tr. & App. Bd.) Page 6

Cir. 1984)
Decision: The opposition is sustained.

FN1. Serial No. 75/330,735, filed July 25, 1997. The application is based on use in commerce under Trademark Act
Section 1(a)15 U.S.C. 8105Hh); October 1, 1984 is alleged as the date of first use of the mark anywhere, and No-
vember 1995 is alleged as the date of the first use of the mark in commerce.

FN2. Registration No. 1,949,678 issued on January 16, 1996. The goods identified in the registration also include
skin retexturizing lotions, knee and elbow moisturizers, sunscreens, eyeshadows, blushes, foiguidsiofolin-
dation cremes, foundation powders, face powders, lipsticks, eye pencils, lip pencils and mascara.

FN3. Applicant's allegation of priority constitutes an @ktan the validity of opposer's pleaded registration which
will not be heard in the absence of a counterclaim for cancellation of that registratiomraSeenark Rule
2.106b)(2), 37 CFR 82.10)(2). Applicant has not filed any suchutderclaim. Accordingly, applicant's argu-
ments with respect to priority are irrelevant and have been given no consideration. Asfretgdpage 7, priority

is not an issue in this case because opposer has made its pleaded registration of record.

FN4. Only one of the three registrations made of rebgrdpposer was pleaded in the notice of opposition, i.e.,
Registration No. 1,949,678. Seapraat footnote 2. The other two registrations are: Registration No. 1,825,722,
issued March 8, 1994, which is of the mark BLACK OPAL (in typed form) for “skin care products; nareahs-l

ers, toners, and moisturizing lotions; and facial treatment products; namely, beauty masks, blemish condiol gel a
skin bleaching preparations”; and R&gation No. 2,02,917, issued December 28996, which is of the mark
BLACK OPAL (in stylizedform as depicted below)

for “skin care products, namely cleansers, toners, moisturizing lotions, and sunscreens; facialttpratine

ucts, namely beauty masks, blemish control gel, skin bleaching preparations and skin retextuaas)geia-

shadows, blushes, foundation liquids, foundation cremes, foundation powders, face powdeks, Bystipen-

cils, lip pencils and mascara.” Applicant did not object to opposer's introduction of these unpgéteations

by notice of reliance, nor to opposer's witness's testimony regarding opposer's use of these registered marks (see
Garment depo. at 4-8 and at Exhibit Nos. 1-2). In wieeveof, and because applicant clearly was apprised that
opposer was offering evidence of these registrationsgpastiof its Section 2(d) claim, we find that applicant

has impliedly consented to the trial of the issues rdigatiese unpleaded registrations, and we deem the notice

of opposition to be amended to include those registrat®esFed. R. Civ. P. 15(b)37 CFR 8§2.107and

TBMP 8§507.03(b).

FN5. Opposer's motion to strike was filed on April 12, 2000. By order dated January 30, 2001, the Board deferred
consideration of opposer's motion untidl hearing. Cf. TBMP §718.03(c). RBuant to the Board's instructions,
opposer and applicant, in their briefs on the case, femeved their respective arguments with respect to the mo-
tion to strike.

FN6. Opposer excepts from its motion to strike certain documents included in applicant's Exhibit 8, which applicant
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in fact had produced during discovery. Those documents are applicant's invoice numbers 55448, 55422, 55423,
55420, 55435, 55412, 05053, 05097 and 55411.

FN7.Hewlett-Packard v. Human Performance Measurement, RcUSPQ2d 1390 (TTAB 1992ited by appli-
cant, involved the untimely service of a testimony deposttiamscript, not the failure tprovide discovery. It thus
is inapposite to the present case.

FNB8. The stricken evidence was offered by applicant in support of its legally irrelevant priority claim. See discus-
sioninfra at page 7. Accordingly, even if the evidence hatdbeen stricken, our deaisi in this case would have
been the same.

FN9. This is especially so with respect to the tipiagty intent-to-use applications identified by applicant.

FN10. For this reasorClaremont Polychemical Corp. v. Atlantic Powdered Metals,, [hé¢6 USPQ 207 (CCPA
1972) asserted by applicant to be “directly on point,” ifant readily distinguishable from the present case. The
marks involved in that case, i.e., EVERGOLD and DURAGOQWere found to be not confusingly similar because
they both were weak, highly suggestive marks as applied to the relevant goods. There is nothing in thiemecord
which we can conclude that oppos&SACK OPAL mark is similarly weak or otherwise entitled to a narrow scope
of protection.

2167F6B4C196EB11D5978200C04F42082Eimage/png3276px543.01272.04001.401167F6B4C296EB11D5978200
C04F42082Eimage/png1404px500.0261.04001.4022001 WL 930583 (Trademark Tr. & App. Bd.)
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