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

SOFT SERVE, INC. d/b/a SPRINKLES, Opposition No. 91194188 (parent)

Opposition No. 91195669
Opposition No. 91195985
Opposition No. 91195986
Opposition No. 91196035
Opposition No. 91196061
Opposition No. 91196087
Cancellation No. 52053109

Opposer/Petitioner,

v,
SPRINKLES CUPCAKES, INC,,

Applicant/Respondent. -

DECLARATION OF RONALD C. GOODSTEIN, PH.D.



1, Ronald C. Goodstein, Ph.D., declare and state as follows:

L QUALIFICATIONS

I am an Associate Professor of Marketing at the McDonough School of Business at
Georgetown University. Ireceived a Bachelor of Science (with distinction) in marketing and
organizational management from the University of Virginia in 1982. [ earned my Ph.D. in
Marketing from Duke University in 1990. My prior academic experience includes five years at
UCLA’s Anderson Graduate School of Management (award winning professor), two years at
Indiana University’s Kelley School, and one year at the University of Pennsylvania’s Wharton
School, where I received a teaching award. Through my company, SW2C, LLC, I teach
executive education to and consult with companies both independently and through programs
sponsored by Georgetown University, Wharton, UCLA, and Duke Corporate Education. Ihave
published numerous journal articles, research reports and book chapters on marketing issues,
Over the past ten years, | have served as a consultant or expert witness on marketing issues and
issues of consumer confusion, including cases involving intellectual property and trademark
issues. My curriculum vita is attached at Tab 1, which includes a list of my publications. A list of
cases in which Thave appeared as an expert witness is attached at Tab 2. The facts and opinions
stated herein are based on my personal knowledge and/or from business records maintained in the
ordinary course of business. If called upon, I could testify as to these facts and opinions.

I have substantial experience in assessing matters of brand equity, as well as in analyzing
determinants and evidence of consumer confusion. Ihave personally designed or analyzed
hundreds of studies pertaining to consumers’ opinions and behaviors relating to marketing and
branding. In addition to the materials provided by the parties, I also relied on standard ueatises
on the application of sMey research in trademark law, research pertaining to brand equity, and
other consumer behavior and marketing résearch (see Exhibit C).

In connection with my work on this matter, I have been compensated at my usual rate of

$650.00 per hour. Ihave accumulated approximately 36 hours to date. My compensation for



work on this matter is in no way dependent upon my conclusions, the content of my analysis or
opinions, or the outcome of this case. _

It is my understanding that discovery in this matter is still underway. Accordingly, I
reserve the right to supplement this report and my opinions herein as additional information, data

or testimony become available.

II. DOCUMENTS

As part of my work, I relied upon the Petitions for Cancellation, Notices of Opposition,
and the related responses from the parties. I also relied on standard treatises on the factors
involved in trademark confusion and published works on marketing theory. In addition, I
reviewed relevant websites and press coverage. I also personally visited Soft Serve’s store in
Potomac, Maryland and Sprinkles Cupcakes’ store in the Georgetown neighborhood of
Washington, DC, and relied on my observations. A list of the specific materials I relied upon
can be found at Tab 3. All summaries of facts in this report are offered to the best of my
knowledge based on these materials.

III. BACKGROUND _

Sprinkles Cupcakes, Inc. is a nationally-renowned brand known for its success in selling
upper-end baked goods and related accessories. The company began selling its cupcakes in
Beverly Hills, CA and has been noted in the press as the originator of the cupcake craze that has
spread nationwide (e.g., LA Times, Washington Post). These reviews fit with the company’s
positioning as “The Original Cupcake Bakery.”! Its co-founders, Candace and Charles Nelson,
have maintained the company’s position as an upper-tier, super-premium brand throughout its
expansion. The company now boasts 10 stores nationwide, and is considering 25 other locations

that would expand its reach both domestically and internationally. The company is a strong

! The Washington Post (Feb. 8, 2012) reports that between October 2010 to October 2011
Americans purchased more than 669.4 million cupcakes nationwide.



giver to charities and has donated over $3.6 million to support causes in their local communities.
The company provides its goods in its own retail stores, through delivery, catering, and through
cupcake mixes sold at over 250 Williams-Sonoma stores across North America. The Sprinkles
name is well recognized within the cupcake industry for its unique quality, experiential boutique
locales, and the exposure of its co-founder in various media outlets as one of the true experts in
the industry.

Soft Serve, Inc. d/b/a Sprinkles is a Maryland corporation that does business in the local
area of Potomac, MD. Soft Serve has a single retail outlet. According to Manta (2012;
www.manta.com/c/mmlytjd/sprinkles), “Sprinkles in Potomac, MD is a private company
categorized under Frozen Yogurt Stand. Our records show it was established in 1987 and
incorporated in Maryland.” Manta also estimates that Soft Serve has annual revenue of less
than $500,000 and employs a staff of approximately five to nine. A similar website,
PowerProfiles.com also lists Soft Serve as a Frozen Yogurt Stand (2012;
www.powerprofiles.com/profile/00005150653584/SOFT+SER VE+INC-POTOMAC-MD).
PowerProfiles.com is an online business directory. According to PowerProfiles.com, Soft Serve

originally opened as an “I Can’t Believe It’s Yogurt!” franchise.

IV. SUMMARY OF CONCLUSIONS

I was retained by couhsel for Sprinkles Cupcakes, Inc. to rely on my background and
expertise in marketing to analyze and report as to the likelihood of confusion in this case. I am
aware that likelihood of confusion is determined in the Patent and Trademark Office based on a
multi-factor test laid out in the DuPont case (In re E. 1. du Pont de Nemours & Co., 476 F.2d
1357, 177 USPQ 563 (C.C.P.A. 1973)).

2 Manta, the world's largest online community for promoting and connecting small business,
is a website with more than one million registered users and 87 million company profiles. It
promotes and connects small businesses worldwide.



I focused primarily on the following DuPont factors:

o The similarity or dissimilarity of established, likely-to-continue trade
channels;

o The conditions under which and buyers to whom sales are made, i.e.,
“impulse” vs. careful, sophisticated purchasing;

o The market interface between applicant and the owner of the asserted prior
mark; and

o Other established facts probative of the effect of use.

I considered these factors in order to opine on the question of:

o Whether there is a likelihood of confusion in the marketplace based on the
parties’ use of their trademarks, in particular Sprinkles Cupéakes, Inc.’s use of
the SPRINKLES and SPRINKLES CUPCAKES trademarks.

In preparing this declaration, I have utilized processes, methodologies, analyses, and
principles that I would ordinarily apply in performing qualitative and quantitative research for
non-litigation purposes. The observations and analyses I made tested for factors related to the
DuPont standards. Based on my analyses, as well as consideration of the individual factors
determining a likelihood of confusion, I conclude that Soft Serve’s claim that “it has been, is
being, and will continue to be damaged...” by Sprinkles Cupcakes® mark is without merit.

I further conclude that:

» Sprinkles Cupcakes offers a super-premium brand utilizing many marketing
tools to do so, while Soft Serve offers a commonplace local ice cream shop
experience.

» Marketplace factors including equity positioning and retail atmospherics
éonfirm that there is no likelihood of confusion.

» The geographic differences and differences in customer population are stark.

» The parties offer different primary products in different retail settings which

differentiates the products for the consumer.



» Sprinkles Cupcakes would have no incentive to associate itself with Soft
Serve, as such association would only harm Sprinkles Cupcakes’ well-
established, national, super-premium brand identity.

» There is no likelithood of confusion based on the parties’ use of their
trademarks, including Sprinkles Cupcakes, Inc.’s use of the SPRINKLES and
SPRINKLES CUPCAKES marks,

A. SPRINKLES CUPCAKES IS A SUPER-PREMIUM BRAND, OFFERING
- ASTARKLY DIFFERENT CONSUMER EXPERIENCE FROM SOFT
SERVE’S TYPICAL, LOCAL ICE CREAM SHOP

Brands differ in the price-qualify tier they represent in the marketplace, Consumers use
these price-quality tiers to differentiate brands into categories, such as popular, premium, and
super-premium brands (e.g., Mintel 2011).> Empirical analyses of markets also support the
notion that consumers make similar brand distinctions based on price and quality. For instance,
Blattberg and Wisniewski (1989) classify brands on such tradeoffs and their model of generic,
private label (local), and national brands form distinctions very similar to those described by
Mintel. These distinctions are often based on price and quality levels, but may also include other
attributes such as breadth of brand awareness, service quality, retail atmosphere (e.g., Keller
2008).

Using these categories of price-quality tradeoffs, Soft Scrvé is best-described as a typical
local brand. They have a history in one specific locale, namely the Potomac Village Shopping
Center in Potomac, Maryland. Soft Serve has not reported any intention to expand to other
locales. In fact, when the frozen yogurt shop was considering closing due to lease issues, its

owner (Orban) stated, I think the real problem is for the community,” he said. Orban said he

3 Mintel is an international company that provides industry reviews, summaries, and
assessments across a variety of business sectors. Its research is cited by the media over 22,000
times a year. www.mintel.com.



wo.uld consider re-ldcating within the Village if another space were available. However, he said
he wouldn’t re-open elsewhere. ‘‘Relocating means taking a big risk,” Orban said. ‘‘In terms of
starting up somewhere else, in another community, I'm not going to do that” (ww2.gazette.net
July 30, 2008). Orban also speaks of local positioning when he states that the changes made to
his store were...“[The renovations are a way to] say thank you to the_ community for its support
and give it the best ice cream store they ever saw,” Orban said (owner) (The Observer, March 2,
2010). |
| In terms of its pricing, an employee indicated that a single dip ice cream cone at Soft
Serve costs $2.65. I checked nearby prices and found that a single dip cone at Baskin Robbins
costs slightly more at $2.75. This is in the same price tier as the local Dairy Queen, which
charges $2.39 for a small cone and $2.79 for a medium. These brands are in a lower price-
quality tier than the local Haagen-Daz which charges $4.70 for its single dip cone. In terms of
the secondary line of baked goods at Soft Serve — the cupcakes cost $2.85 each and are
discounted to $2.39 each if the consumer purchases a dozen. This is similar in price to other
local bakeries such as “Cravin Cookies & Sweets,” where the price is $30 per dozen ($2.50 each)
for their cupcakes. It is also similar in price to the cupcake store in the nearby Montgomery Mall
called Yocake. The price there is $2.75 per cupcake. Soft Serve also sells day-old or other
baked goods at a discounted price.

Sprinkles Cupcakes is positioned as a national, super-premium cupcake retailer that is at
the top of the quality chain and is priced accordingly. Sprinkles Cupcakes’ price is $3.50 per
cupcake, approximately 23% higher than Soft Serve’s. The stores’ price per dozen represents an
éven larger gap between the two parties (on a per cupcake basis: Sprinkles Cupcakes = $3.25,
Soft Serve = $2.39): approximately 36%. Sprinkles Cupcakes does not, by its policy, sell its
cupcakes at a discount. This maintenance of the high price also enhances Sprinkles Cupcakes’
brand equity.

Walter Landor, founder of one of the leading brand consulting firms in the world, once

said, “Simply put, a brand is a promise. By identifying and authenticating a product or service it



delivers a pledge of satisfaction and quality” (quoted in Napier, Rivers, and Wagner 2006, p.
202). Sprinkles Cupcakes has adopted many of the hallmarks of super-premium brands By
utilizing quality cues (referred to as retail atmospherics, cf. Baker, Parasuraman, Grewal, and
Voss 2002) that create unique quality for the store and its products. These include a unique pink
and brown coldr scheme, a distinctive café style layout across multiple stores, distinct cupcake
toppers that serve as a symbol of the store. These cues authenticate the store and create an
atmosphere that goes beyond merely satisfying the customer. This is not only my expert opinion
based on experience and treatises in my field. Sprinkles Cupcakes has also been reviewed for
delivering on this promise in no fewer than 45 national, regional, and local print media outlets. It
has received equally glowing evaluations in local, regional, and national radio and television
outlets in over 25 shows. .

Sprinkles Cupcakes is a national brand with plans to expand even farther. Sprinkles
Cupcakes’ website specifically talks about its desire to expand both nationally and
internationally and has a site where its customers can make suggestions as to where they prefer
this expansion to take place (http://www .sprinkles.com/location_voting.php).

The super-premium positioning of Sprinkles Cupcakes is further exemplified by the
status of the brand and its co-founder serving as a judge in the Food Network’s television
competition show “Cupcake Wars.” One must be seen as the expert and prototype in order to
have legitimacy in judging others. Clearly, Sprinkles Cupcakes’ super-premium brand is
validated by the promiﬁent television appearances of its co-founder.

B. RETAIL ATMOSPHERICS INDICATE THAT SPRINKLES CUPCAKES
IS NOT LIKELY TO BE CONFUSED WITH A LOCAL SUBURBAN ICE
- CREAM SHOP
An important aspect of retailing that influences a store’s equity is known as atmospherics.
The term “retail atmospherics” refers to all of the physical and nonphysical elements of a store

that can be controlled in order to enhance (or restrain) the behaviors of its occupants, both

customers and employees. These elements present a multitude of possibilities including ambient



cues such as color, smell, music, lighting, and textures, as well as architectural and artifactual
elements (Eroglu and Machleit 1993).

When atmospherics are positive, there is a positive causal link with the attitude and
equity afforded the retailer (e.g., Michon et al. 2008). For instance, specialty stores such as
bakeries have known for years that the wonderful aromas emanating from their stores have a
positive influence on their businesses (e.g., Spangenberg, Crowley, and Henderson 1996).
Similarly, attractive color thematics can enhance the reputation of a store, and those colors can
actually become a symbolic representation of a brand (e.g., Crowley 1993). Other elements such
as store design and brand symbols have similarly positive effects on equity (e.g., Baker et al.
2002). (Figure 1 below shows several examples of Sprinkles Cupcakes’ consistent color usage.)

Figure 1: Examples of Sprinkles Cupcakes’ consistent use of color.
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Figure 1 (continued):
o
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Sprinkles Cupcakes is a brand that takes full advantage of the positive influence of retail
atmospherics. The shop itself is part of the delight in the brand. They utilize an attractive color
scheme that is consistent across outlets and their website. This is also congruent with their
packaging and displays, meaning that the brand can be identified both in the retail outlet and
outside of the store. Their service is welcoming. At the point-of-purchase, there were several
“hellos” and welcoming comments made by the distinctively dressed staff (dressed to match the
color scheme of the store). There was an intimate café feeling in the store and in the seating.
The display cases for Sprinkle Cupcakes were organized to separate and showcase the cupcakes,
in a manner indicating high-end products. The cupcakes certainly had “curb appeal,” and
appeared appetizing and expensive. Nearly all of their cupcakes include one of the store’s

unique toppers. (See Figure 2 below.)

Figure 2: Sprinkles Cupcakes’ cupcake toppers.




In contrast, Soft Serve’s store has no theme per se. The store offers some stools for
sitting, though if the stools were used, customers would have little room to squeeze by them in
order to place an order. The store had one table in the corner and the tabletop had a glass
protector and beneath it were a series of local ads for the Potomac area and letters from a few
customers. The store sells its own t-shirts, but the tees looked like they may have been left over
inventory from an earlier time as they were stored in Ziploc bags and only size S was available.
All tees were imprinted with the stylized Sprinkles name on the outside signage of the store, the
design with the dripping ice cream cone replacing the letter “L.” This meant that the tees looked
to be promoting an ice cream shop as opposed to any other product category.

The view from the front of the Soft Serve store is that ice cream and frozen yogurt are
located straight ahead, and baked goods are offered to the right of the frozen desserts. Outside
the store, there were two plastic chairs available for outside seating. (See Figure 3.) The
storefront for the single, local retail outlet for Soft Serve is that of a generic ice cream/frozen
yogurt counter that lacks the ambience associated with super-premium brands such as the
Sprinkles Cupcakes’ store.

Figure 3: Plastic chairs for seating outside Soft Serve’s store.
. I Ty o g
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Across two visits to Soft Serve, I noted significant changes. During my first visit in
August 2011, the store’s display cases were disorganized. Upon the visit in April 2012, the cases
were neater and more appealing. During the first visit, fewer than a dozen cupcakes were
presented in a cake holder above the bagel counter. In April, there was an entire display case of
cupcakes with about 50 products inside. Inoted in April 2012 that Soft Serve apparently is
advertising a breakfast menu and the menu is printed on Xerox paper. I also noted signage of the
cupcake offerings taped onto the counter signage. (See Figure 4.) These menus were not of high

quality.

I concluded based on the atmospherics that there is very little chance (and certainly no
significant chance given the statistical significance required in my field) that a consumer would
mistake one store for the other or believe that one store is in any way associated with the other,
Sprinkles Cupcakes is a brand I would suggest other super-premium brands emulate in terms of

atmospherics, whereas I found Soft Serve to offer a more typical small town/local atmospheric
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environment. In terms of service, I was surprised given the friendly service touted by reviews of
Soft Serve that its employees failed to greet me upon entry (though there were only six
customers in the store), nor did they thank me for my business upon purchase, nor did they
acknowledge the “thank you” offered upon departure.

Another factor that determines the equity of a brand is the number of loyal customers
favoring the brand (e.g., Aaker 1991; 1996). Loyalty is important because it represents the
proportion of the brand’s sales that are due to “regulars,” those customers that are most apt to
purchase this brand repeatedly. Loyal customers know the brand well, have an affinity and
knowledge about the brand that others would not have, and are less susceptible to competitors’
tactics because of this intimacy with the brand. A brand loyalist would be more easily able to
tell an imitator from the actual brand than would a novice in the product category. My review of
websites, commentaries, and stores leads me to conclude that Soft Serve has a strongly loyal
local customer base, and Sprinkles Cupcakes has a strongly loyal national customer base. Due to
the presence of significant loyalty for both of these brands, the chances that customers would be

confused as to which brand was which is significantly diminished.

C. GEOGRAPHIC DISPARITIES ALSO DIFFERENTIATE THE BRANDS

In terms of the geographic aspects of the two parties’ positioning, I again see dissimilar
brands. Based on my knowledge of brand equity, without additional significant factors (such as
national press or an innovative marketing or product campaign), local retail shops like Soft
Serve’s generally can only have appreciable sales and consumer recognition within its limited
geographic market. There is nothing about Soft Serve which would indicate that its reach is
broader. In 2008, when Soft Serve was saved from closing in its current location, its owner
(Orban) indicated that local support was helpful. *’I think the real problem is for the
community,” he said. Orban said he would consider re-locating within the (Potomac) Village if

another space were available. However, he said he wouldn’t re-open elsewhere. "Relocating
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means taking a big risk,” Orban said. ‘In terms of starting up somewhere else, in another
community, I'm not going to do that.”” (Gazette Net 2008).

In contrast, Sprinkles Cupcakes specifically talks about its desire to expand both
nationally and internationally and has a site where its customers can make suggestions as to
where they prefer this expansion to take place (http://www.sprinkles.com/location_voting.php).
There are over 20 major national or international locations being considered. These two

strategies differentiate the two parties in the minds of consumers.

D. RETAIL OUTLETS AND DISTRIBUTION ARE DIFFERENT

Geographic distinctions affect the trade channels for the stores, i.e., Soft Serve is a single
retail outlet serving the community in Potomac, Maryland only. Sprinkles Cupcakes has a
national presence. All reviews of Soft Serve via the web (e.g., yelp.com, urbanspoon.com,
Potomac.patch.com, yellowpages.com, findfrozenyogurt.com) list it as a store with a single
location in Potomac (Cabin John), MD. As stated earlier, ownership indicates that Soft Serve
has no geographic expansion plans in mind and plans to stay local, “In terms of starting up
somewhere else, in another community, I'm not going to do that” (ww2.gazette.net July 30,
2008). To the best of my knowledge, Soft Serve also has no website for its store or products, it
has a relatively new presence in social media (sprinklesdmv), and its product displays indicate a
more local feel whereby ambiance of product presentation is less than might be expected of a

super-premium outlet (see Figure 5, an example of the ice cream offerings).
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Figure 5: An example of Soft Serve’s ice cream offerings.

The cupcakes offered by Soft Serve are presented neatly in a display case, but appear to be
placed on cafeteria trays inside the case. The cupcakes are iced, but the icing appears to have
been squeezed from a tube rather than fully iced. That is, the cupcakes are attractive but do not
look the same as those offered by Sprinkles Cupcakes that are iced from edge to edge and

include a decoration in the middle. (See Figure 6.)

Figure 6: A cupcake like those offered at Soft Serve on the left, and a Sprinkles Cupcake on the
right.
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In contrast, Sprinkles Cupcakes has a strong national presence with locations in 10 major
cities in the US. Sprinkles Cupcakes also is very bold about its expansion plans and even had a
promotion to let customers help them decide where to open locales. The options being
considered include 25 national and international cities (see
http://www.sprinkles.com/location_voting.php). Sprinkles Cupcakes promotes its products
online, in social networking websites (Facebook, Twitter), through an iPhone app, and on a
sophisticated website with the capability to order cupcakes for pickup and delivery straight from
the website. Sprinkles Cupcakes sells branded products outside its retail stores as well.
Sprinkles Cupcakes sells cupcake mixes in over 250 Williams-Sonoma stores across North
America, which, like Sprinkles Cupcakes, have a super-premium brand identity. The mixes sell
for a super-premium price of $14.95 (see Figure 7 below), compared to around $4 for grocery
store brands such as Betty Crocker or Duncan Hines. The presentation of the products is always

indicative of its top-tier positioning (see Figure 8 below).
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Figure 7: Webpage capture from Williams-Sonoma site for Sprinkles Cupcake mixes.

PP cccxour
Search by Keyword Recipe C
Reglury  Socpes  Gifts Wne Spocial Offers Mow  Fathers Day  Sale by LG

Cookware Cooks Teols Cutlery Elestrics Sekeware Food Teblatop & Bar

Homekeeping Ouldoor Williems Soncva Home agrarian

Dior 21 » Tweet

Sprinkles Cupecake Mixes
$14.98

WR AT Reac Reow s

Summary ngradivnis

16



In terms of populations, there is no reason to expect that the populations of the
Georgetown M-Street shopping district and that for the Potomac Village Shopping Center are the
same. It is highly unlikely that a consumer wishing frozen yogurt or ice cream in the Potomac
Village Shopping Center district would travel over 15 miles to Georgetown to buy a cupcake

instead.

E. DIFFERENCES IN PRIMARY OFFERINGS AT DIFFERENT RETAIL
SETTINGS SIGNIFICANTLY IMPACT THE CONSUMER EXPERIENCE

Soft Serve’s primary product offering is ice cream, sold in the retail setting of an ice
cream shop. Sprinkles Cupcakes’ primary product offering is cupcakes, sold in the retail setting
of a cupcake bakery. Consumers categorize the establishments differently, because these primary
product offerings and retail settings are different. For example, even though the famous
Carnegie Deli in New York sells soda and cheesecake with its corned beef and pastrami
sandwiches, consumers do not categorize it as a soda shop or as a bakery; it is a deli. That is,
categorization theory in psychology and marketing indicates that consumers organize their
experiences into categories that allow them to make generalizations about frequently used
concepts. These memory units are known as “schemas” (e.g., Fiske 1982; Goodstein 1993;
Loken and Ward 1990; Sujan 1985). Schemas contain descriptions of the attributes typical of the
category, as well as the prototypical exemplars that represent the category. For instance, the
schema for “birds” might contain attributes such as feathers and beaks, and prototypical
exemplars such as a crow or a robin.

Soft Serve is positioned as an ice cream/frozen yogurt shop. Even a cursory review of
Soft Serve’s local press clippings reveals that “Sprinkles is an ice cream shop” (Potomac Patch
2011). Soft Serve’s employees and ownership solidify this positioning in their statements to the
press. “Our customers know that we are not some big ice cream franchise, rather, we are a small,
local ice cream shop that serves a variety of sweet goods,” (Siudzinski (employee) quoted in The

Observer, March 2010). In the same article, Soft Serve’s owner continues to position the store as
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an ice cream shop, “[The renovations are a way to] say thank you to the community for its
support and give it the best ice cream store they ever saw.”

Sprinkles Cupcakes, on the other hand, is positioned primarily as a cupcake bakery. The
press credits Sprinkles Cupcakes with starting the whole cupcake craze that continues to expand
across the country. Its co-founder has been used as a judge on national television to rate the
quality of cupcakes. Sprinkles Cupcakes has been touted as the leader in the cupcakes
marketplace on national television shows including Oprah, The Today Show, Martha Stewart,
Tyra Banks, and others. The company has built is brand equity by its unique shop designs that
represent a café/boutique feel. Further the pink and brown coloration that represents all of their
stores gives them a unique appeal and ties all of their outlets together.

From my experience and research, the fact that one of the “other” offerings that Soft
Serve provides its customers is cupcakes does not affect its primary categorization as an ice
cream/frozen yogurt shop. As mentioned earlier, this is a position that is supported by Soft
Serve’s own statements, “Our customers know that we are not some big ice cream franchise,
rather, we are a small, local ice cream shop that serves a variety of sweet goods,” Siudzinski
(employee).

Soft Serve’s original signage before the time of this lawsuit also conveys that the
establishment is primarily an ice cream shop. The Sprinkles’ sign that Soft Serve uses includes a
dripping cone as a representation for one of the letters in its name. (See Figure 9.) Upon
inspection of the store, I noted a large sign in the window reading “Yogurt” and the same usage
of “Yogurt” in the windowpanes in the door. (See Figures 10 & 11.) There was no other product
mentions in these spaces. I believe that these Yogurt signs were left from the old “I Can’t
Believe It’s Yogurt!” store (the former name under which Soft Serve did business) because the

font and punctuation are the same.
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Figure 9: Soft Serve’s “Sprinkles” sign including a dripping ice cream cone.

Figure 10: “I Can’t Believe It’s Yogurt” logo.
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Figure 11: “Yogurt!” sign in Soft Serve’s window.
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Recently — since the Sprinkles Cupcakes store opened in the Georgetown area of Washington

B a

DC — Soft Serve connected a “cupcakes” sign in small lettering to their signage (as shown in the
photo below). However, even the positioning of the “cupcakes” sign — added with two hinged

screws to the bottom of the existing sign — signals that this offering is secondary. (See Figures
12 & 13))
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Figure 12: Soft Serve’s hanging “Sprinkles” sign before 2011.

Figure 13: Soft Serve’s hanging “Sprinkles” sign in August, 2011.
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F. CONFUSION, IF IT EXISTED, WOULD HARM SPRINKLES
CUPCAKES, NOT SOFT SERVE

A brand identity is “a unique set of brand associations that the brand strategist aspires to
create or maintain. These associations represent what the brand stands for and imply a promise
to customers from the organization members” (Aaker 1996). Associations are based on the
image that the company holds in the minds of its constituencies. The image of Soft Serve is that
of a local brand (evidenced by the ads, letters, visits, and press about the store), whereas
Sprinkles Cupcakes’ image is that of a super-premium national brand (evidenced by its
atmospherics, press coverage, expansion plans, visits, and styling).

The Soft Serve brand appears to have consumer recognition within its limited geographic
market, but this is based almost exclusively on the relationship between the store and the local
Potomac Village community. This is evidenced in many of the statements Soft Serve executives
have made in the press, as well as the support of local merchants and events in the community
that are advertised in the store.

If a firm, like Sprinkles Cupcakes, wanting to sell its prbducts (inter)nationally were to
attempt to leverage off of the equity of another brand, it would only make sense to do so from a
brand that has a strong national presence and very positive and recognizable atmospherics. As
Soft Serve offers neither of these features, there would simply be no incentive for Sprinkles
Cupcakes to want to try to leverage off of the brand.

There are other reasons that Sprinkles Cupcakes would not want to create a link between
its brand and the Soft Serve brand. First, to do so would reduce Sprinkles Cupcakes to a lower
price-quality tier, as opposed to its current positioning as a super-premium brand. Second, such
a link would limit Sprinkles Cupcakes position to that of a regional player rather than the
national presence it currently enjoys.

In my opinion, Sprinkles Cupcakes would not be the least bit interested in associating
itself or its products with the Soft Serve brand. The Soft Serve brand and its positioning simply

do not have equity that would enhance the sales or positioning of the Sprinkles Cupcakes’ brand
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or associated products. In fact, I believe that such an association would work to the detriment of

Sprinkles Cupcakes and would actually hurt this brand.
V. CONCLUSIONS

Based on the foregoing, I am confident that the relevant DuPont factors fail to support the
allegations made by Soft Serve, Inc. I am further confident that there is no likelithood of
confusion in the marketplace based on the parties’ use of their respective trademarks, in

particular Sprinkles Cupcakes’ use of its SPRINKLES and SPRINKLES CUPCAKES
trademarks. -

e /
AN
Dated: May 25, 2012 \ / | \

Ronald C. Goo?ein, PhD
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