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

) OPPOSITION NO. 91171198

HYDRAMEDIA CORPORATION, )
) Serial No. 78/688605
Opposer, )
) RESPONSE TO TTAB ORDER
V. ) REQUESTING BRIEFS FROM THE
) APPEAL IN THE RELATED CIVIL
HYDRA MEDIA GROUP, INC., ; ACTION
Applicant ;

Pursuant to the Order mailed on March 30, 2010, Opposer hereby submits the briefs from
the appeal of the related civil action between the parties to this proceeding, HYDRAMEDIA
CORPORATION vs. HYDRA MEDIA GROUP, LLC, Uted States District Court, Central
District of California, Case No. CV 06-529%ee Exhibits A - C submitted herewith. As
previously noted, the foregoing case was resolved by Judgment entered on January 15, 2009,
which confirmed that Applicant’s use ‘@ilydramedia” infringed Opposer's HYDRAMEDIA
CORPORATION mark and entered an injunction against Applicant prohibiting the use of
Opposer's HYDRAMEDIA mark. As can be seen from the accompanying briefs on appeal,
although the foregoing Judgment is currently on appeal, the appeal does not concern the finding
of infringement nor the injunction issued against Applicant prohibiting use of the

HYDRAMEDIA mark.



Therefore, the Opposition should be sustained and the application of Hydra Media
Group, Inc., should be denied.

Dated: April 30, 2010 THE SONI LAW FIRM

By: _ /s/ M. Danton Richardson
Surjit P. Soni
Ronald E. Perez
M. Danton Richardson

Attorneys for Opposer,
HYDRAMEDIA CORPORATION



Case: 09-55237  10/31/2009 Page: 4 of 78  DktEntry: 7114922

IN THE UNITED STATES COURT OF APPEALS
FOR THE NINTH CIRCUIT

Appeal No. 09-55237

HYDRAMEDIA CORPORATION, a Washington corporation,
Plaintiff — Appellant,

VS.

HYDRA MEDIA GROUP, INC., a California corporation,
erroneously sued as HydraMedia LL.C, DBA Hydramedia
Defendant — Appellant.

On Appeal from the United States District Court
for the Central District of California
Civil Action No.
- 2:06-¢cv-05293-DDP-JTL

APPELLANT’S OPENING BRIEF

Surjit P. Soni (State Bar No. 127419)

Leo E. Lundberg, Jr. (State Bar No. 125951)
M. Danton Richardson (State Bar No. 141709)
THE SONI LAW FIRM

35°'N. Lake Ave., Suite 720

Pasadena, CA 91101

(626) 683-7600 Telephone

(626) 683-1199 Fax

Attorneys for Plaintiff-Appellant
HYDRAMEDIA, INC.
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CORPORATE DISCLOSURE STATEMENT

Plaintiff - Appellant HYDRAMEDIA CORPORATION hereby discloses
pursuant to Rules 26.1 and 28 of the Federal Rules of Appellate Procedure that it
has no corporate parent, nor is there a publicly held corporation that owns 10% or

more of its stock.

Dated: October 30, 2009 THE SONI LAW FIRM

By: _/s/ M. Danton Richardson
Surjit P. Soni (127419)
Leo E. Lundberg, Jr. (125951)
- M. Danton Richardson (141709)
Attorneys for Plaintiff-Appellant
HYDRAMEDIA CORPORATION
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STATEMENT OF RELATED CASES

Pursuant to Local Rule 28-2.6, Plaintiff - Appellant HYDRAMEDIA
CORPORATION, states that the following appeals pending before this Court are
related to this case: Appeal Nos. 09-56047 and 09-56050.

Dated: October 30, 2009 THE SONI LAW FIRM

By: : _/s/ M. Danton Richardson
Surjit P. Soni (127419)
Leo E. Lundberg, Jr. (125951)
M. Danton Richardson (141709)
Attorneys for Plaintiff-Appellant
HYDRAMEDIA CORPORATION




II.

III.

IV.

VL

Case: 09-55237  10/31/2009

Page: 7 of 78  DktEntry: 7114922

Table of Contents

Infringe Plaintiff’s Rights

.................................

INTRODUCTION . oo e e e e -3-
JURISDICTIONAL STATEMENT . ... ... . ~4-
STATEMENT OF ISSUES . ... .. e ~4-
STATEMENTOF THECASE . ... ... . i -5-
STATEMENT OF FACTS ... . i -8-
A.  Plaintiff’s Federally Registered HYDRAMEDIA Mark .......... -8-
B.  Defendant’s Infringing Conduct .. ............ ... ... . ... -9-
C.  The Court Granted Summary Judgment Finding Infringement . . ... -9-
D.  Defendant’s Admission That It Had Prior Knowledge of Plaintiff’s
Rights . -10-
E.  Defendant’s False Claim of Reliance on “Advice of Counsel”
F. InSpie of the Couts Infringement Onder, Defondant Continted to.
-11-

THE DISTRICT COURT ERRED IN FINDING DEFENDANT DID NOT
ACT WILLFULLY IN RE-BRANDING ITSELF WITH HYDRAMEDIA’S

REGISTERED MARK .......

.................................

A.  Defendant Knowingly Re-Branded Itself with Plaintiff’s
HYDRAMEDIA Mark ........ ... . .. -11-



VIIL

VL

IX.

Case: 09-55237  10/31/2009 Page: 8 of 78  DkiEntry: 7114922

B.  Willful Infringement Is Established Where the Infringer Acts with
“Objective Recklessness” ...t -12-

C.  Infringement was ObviousHere . ......... ... ... ... ........ -14-

D.  The District Court Erred In Finding No Reasonable Trier Of Fact
Could Find That Defendant Acted Willfully .................. -15-

E.  The District Court Erred By Accepting Defendant’s Subjective Belief
That Its Adoption and Continued Use of the HYDRAMEDIA Mark

Was Not Infringing . ......c. oo -18-

THE COURT’S RELIANCE ON AN ABSENCE OF EXPRESS
OBJECTION TO OTHER HYDRA VARIANT MARKS USED BY
DEFENDANT DOES NOT EXCUSE DEFENDANT’S WILLFUL
INFRINGEMENT OF THE FEDERALLY REGISTERED HYDRAMEDIA
M A RK L e -19-

A.  Hydra and Hydra Network Were Used as a Short Hand Way of
Referring to HYDRAMEDIA after the 2005 Re-Branding and Prior to
the 2007 Second Re-Branding ......... .. ... .. .. ... ........ -21-

B.  The Discovery Conducted in this Case and the Expert Disclosures
Clearly Put Defendant on Notice that Plaintiff took issue with the Use
of Hydra as a Trademark Alone and in Connection with the Hydra
Network ..o e -29-

THE DISTRICT COURT’S FINDING THAT PLAINTIFF’S REVERSE
CONFUSION ARGUMENT WAS UNTIMELY AND THAT IT WAS ALSO
UNCLEAR THAT REVERSE CONFUSION WASERROR .......... -37-

THE DISTRICT COURT’S DENIAL OF AN ACCOUNTING OF

DEFENDANT’S PROFITS BASED ON PRINCIPLES OF EQUITY WAS
AN ABUSE OF DISCRETION . ... .. i, -40-

iim



XL

XII.

XL

XIV.

Case: 09-55237  10/31/2009 Page: 9 of 78  DktEntry: 7114922

DEFENDANT CONTINUED TO INFRINGE PLAINTIFF'S HYDRAMEDIA

MARK .....................................................

THERE IS NO REQUIREMENT THAT A TRADEMARK PLAINTIFF

42-

MUST MOVE FOR A PRELIMINARY INJUNCTION OR RELINQUISH

ANY CLAIM OF WILLFUL INFRINGEMENT ........ ... ........

48-

THE DISTRICT COURT ABUSED ITS DISCRETION BY REFUSING TO
ENJOIN DEFENDANT’S ADOPTION AND USE OF THE “HYDRA” AND

“HYDRANETWORK”MARKS . ... ...

-51-

A.  The District Court Abused its Discretion by Not Enjoining Defendant’s

Use of the Hydra and Hydra Network Marks . ..................

-51-

B.  The Trademark Act Prohibits the Adoption and Use of Any Colorable

Imitation of Another’s Registered Trademark .................

-52.

C.  Defendant’s Abbreviation of its Mark to “Hydra” Did Not Eliminate the

Likelihood of Confusion with Plaintiff’s “HYDRAMEDIA” Mark

D.  Defendant’s Replacement of the Word “Media” with the Word

-56-

“Network™ to Form the “Hydra Network™ Mark Did Not Eliminate the

Likelihood of Confusion with Plaintiff’s “HYDRAMEDIA” Mark

-57-

E.  The PTO’s Registration of Defendant’s “Hydra” and “Hydra Network”

Marks is Irrelevant ... ... .

CONCLUSION . o e e e

-ii-

-60-



Case: 09-55237  10/31/2009

Table

Cases

Chiron Corp. v. Genentech, Inc.,

Page: 10 of 78  DktEntry: 7114922

of Authorities

Page

268 F. Supp. 2d 1117 (ED. Cal. 2002) «. v et

Adidas America, Inc. v Payless Shoesource, Inc.,
529 F. Supp. 2d 1215 (D. Or. 2007) ..o oo e

ALPO Petfoods, Inc. v. Ralston Purina Co.,

913 F.2d 958 (D.C. Cir.1990) .

Anderson v. Liberty Lobby, Inc.,
477 U.S. 242,106 S.Ct. 2505, 9

..................................

1 LEd2d202 (1986) ................

Bellagio Jewelry, Inc. v. Croton Watch Co., Inc.,

No. CV 06-6672 ODW (RZx), 2008 WL 3905895, 12 -13 (C.D. Cal. Aug.

2008) .t

oooooooooooooooooooooooooooooooooo

Brown-Forman Distillery Co. v. Arthur M. Bloch Liquor Importers, Inc.,

99 F.2d 708 (7th Cir. 1938) ..

..................................

Century 21 Real Estate Corp. v. Century Life of America,
970 ¥.2d 874,23 U.S.P.Q.2d 1698 (Fed. Cir. 1992) .................

Century Distilling Co. v. Continental Distilling Corp.,

23 F.Supp. 705 (E.D. Pa. 1938)

CFM Majestic, Inc. v. NHC, Inc.,

.................................

93 F. Supp. 2d 942 (N.D. Ind. 2000) ......... ... ...

Chanel, Inc. v. Italian Activewear of Florida,

931 F.2d 1472 (11th Cir.1991)

.................................

AV

-17-
-17-
13-
-15-

20,
-14-

-58-
-58-
_55-
-60-

-15-



Case: 09-55237  10/31/2009 Page: 11 0of 78  DktEntry: 7114922
Clairol, Inc. v. Roux Laboratories, Inc.,

442 F.2d 980, 169 U.S.P.Q. 589 (C.CP.A. 1971) ... oo, -59-

Coca-Cola Co. v. Cleo Syrup Corp.,
48 F.Supp. 567 (E.D.MO. 1942) .. .. .. -54-

Colgate-Palmolive Co. v. Warner-Lambert Co.,
184 U.S.P.Q. 380, 1974 WL 20104 (T.T AB.1974) ................. -59-

Country Floors Inc. v. Gepner,
930 F.2d 1056 Brd Cir. 1991) .. oo -47-

Cybernet Ventures, Inc. v. Hartford Ins. Co. of the Midwest,
168 Fed.Appx. 850, 2006 WL 448842, 1 (9th Cir. 2006) ............. -13-

CytoSport, Inc. v. Vital Pharmaceuticals, Inc.,
617 F.Supp.2d 1051 (E.D. Cal. 2009) ......... ... ... ... ...... -60-, -62-

Diner Inc. v. Dream Kitchen Inc.,
37 U.S.P.Q.2d 1029,1995 WL 438627 (S.D.N.Y. 1995). ............. -58-

Diner, Inc. v. Dream Kitchen, Inc.,
1995 WL 438627, (S.D.N.Y. 1995) ... o -47-

Dreamworks Prod. Group, Inc. v. SKG Studio,
142 F3d 1127 (9th Cir. 1998) .. . e -36-

Eskay Drugs v. Smith, Kline & French Laboratories,
188F.2d 430 (5th Cir. 1951)) oot e -46-

Guiness United Distillers & Vintners B.V. v. Anheuser-Bush, Inc.,
2002 WL 1543817,(S.D. NY.2002) ..., -46-~

Hard Rock Café Licensing Corp. v. Concession Servs.,
955F2d 1143 (7th Cir.1992) ... . -15-



Case: 09-55237  10/31/2009 Page: 12 0of 78  DktEntry: 7114922

In re Seagate Tech., LLC,

497 F.3d 1360 (Fed. Cir. 2007) ... ... ...

Lambert v. California,

............. -12-,-17-.-36-, -48-

355 U.8. 225,78 S.Ct. 240, 2 L.EA.2d 228 (1957) . .. .o oo

Lindy Pen Co., Inc. v. Bic Pen Corp.,

982 I.2d 1400 (9th Cir. 1993) .........

Liparota v. United States,

.........................

471 U.S. 419, 105 S.Ct. 2084, 85 L.Ed.2d 434 (1985) ...............

Lone Star Mgr. Co. v. Bill Beasley, Inc.,

498 F.2d 906, 182 U.S.P.Q. 368 (C.CP.A1974) ... ... .. v,

Mattel, Inc. v. Funline Merchandise Co., Inc.,

81 U.S.P.Q.2d 1372, 2006 WL 3252818 (T.T.A.B.2006) .............

Northlake Marketing & Supply, Inc. v. Glaverbel, S.A.,

72 F.Supp.2d 893 (N.D. 1. 1999) .. ....

Paddington Corp. v. Attiki Imps. & Dists., Inc.,

996 F.2d 577 (2d Cir.1993) ............

Pedi-Care, Inc. v. Pedi-A-Care Nursing, Inc.,

656 F.Supp. 449 (D. N.J. 1987) ........

Pizzeria Uno Corp. v. Temple,

747 F.2d 1522 (4th Cir. 1984) .........

Plough, Inc. v. Kreis Laboratories,

314 F.2d 635 (9th Cir. 1963) ..........

Purolator, Inc. v. Efra Distributors, Inc.,
524 F.Supp. 471 (D.C. Puerto Rico 1981)

-V~

........................

.........................

.........................

.........................

........................

.........................

-57-

-13-

-57-

-36-~

-59.

-19-

-14-

-54.

43

-44-

-43-



Case: 09-556237  10/31/2009 Page: 13 0of 78  DkiEntry: 7114922

Robert Bruce, Inc. v. Sears, Roebuck & Co.,

343 F.Supp. 1333, 174 U.S.P.Q. 94 (ED. Penn. 1972) ...

Rockland Mortgage Corp. v. Shareholders Funding,

835 F. Supp. 182, 30 U.S.P.Q.2d 1270 (D. Del. 1993) ...

Russell v. Caesar,
62 U.S.P.Q.2d 1125, 2001 WL 1835165 (N.D. Cal. 2001)

Sands, Taylor & Wood Co. v. Quaker Oats Co.,

978 F.2d 947 (7th Cir.1992) « .o oo,

Sara Lee Corp. v. Kayser-Roth Corp.,

81 F.3d 455, 38 U.S.P.Q.2d 1449 (4th Cir. 1996) .......

Shevlin-Carpenter Co. v. Minnesota,

218 U.S. 57,30 S.Ct. 663, 54 L.Ed. 930 (1910) .........

Sinhdarella, Inc. v. Vu,

2008 WL 410246, *7-8 (N.D.Cal. Feb. 12,2008) .......

SRI Int'l,

127 F.3d 1462 (Fed. Cir. 1997) ... ..o,

SRI Int'l, Inc. v. Advanced Tech. Labs.,

127 F.3d 1462 (Fed. Cir. 1997) .. ..o

Star Industries, Inc. v. Bacardi & Co. Ltd.,

412 F.3d 373 2nd Cir. 2005) ..o

Supershuttle Int'l, Inc. v. Shafer-Schonewill & Assoc.,

39 U.S.P.Q.2d 1762, 1995 WL 880776 (D. Colo. 1995) . .

Sweetheart Cup Co., Inc. v. Buchberg Investment Holdings, Inc.,
2005 WL 1515405, (S.D.N.Y. June 23,2005) .........

-vii-

............

oooooooooooo

------------

............

............

............

............

------------

------------

............

............

------------

-41-
-59.
50
-14-
-58-
57-
-45-
-17-
-16-

-14-



Case: 09-56237  10/31/2009  Page: 14 of 78  DktEntry: 7114922

Sweetwater Brewing Co., LLC v. Great American Restaurants, Inc.,

266 F.Supp.2d 457 (B.D. Va. 2003) ...\ oeeeii e,

T.W. Electrical Service v. Pacific Electrical Contractors,

809 F.2d 626 (9th CIt.1987) « oo e et e e

Telechron, Inc. v. Telicon Corp.,

198 F.2d 903 (3dCir. 1952) ...

Turco Products v. Tykor Products,

38 C.C.P.A. 903,187 F.2d 622 (CCPA 1951) ................

Ty, Inc. v. Jones Group, Inc.,

237 F.3d 891, 57 U.S.P.Q.2d 1617 (7th Cir. 2001) ...........

U.S. v. Barker,

546 F2d 940 (D.C. Cir. 1976) ... i

Underwater Devices,

717 F.2d 1380 (Fed. Cir.1983) ... .. S

Underwater Devices, Inc. v. Morrison-Knudsen Co.,

717 F.2d 1380 (Fed. Cir.1983) « .o oot

Volkswagenwerk Aktiengesellschaft v. Wheeler,

814 F.2d 812 (Ist Cir. 1987) o oo v et

Watts Health Systems Inc. v. United Healthcare Corp.,

960 F. Supp. 1431 (C.D. Cal. 1996) . ...\ vov e,

Williamson-Dickie Manufacturing Company v. Davis Manufacturing Co.,
251 F.2d 924,116 US.P.Q. 303 (3d Cir. 1958) ..............

Wolfard Glassblowing Co. v. Vanbragt,

118 F.3d 1320 (Oth Cir. 1997) ... oo

-Viii-

‘‘‘‘‘‘

.......

......

.......

.......

-------

.......

.......

.......

ooooooo

-46-

-16-

-54.

44.

.58

-57-

-17-

-17-

236~

-50.-

-40-

-53.



Case: 09-55237  10/31/2009 Page: 150f 78  DktEntry: 7114922

Mise.

IS U S G § II2L o -4-
IS U S.C §LL4 -53-
ISUSC o 8IT16(a) .o e -53-
ISUSCA §SIILIT(a) oo e -40-
28US.C.§§1338(a)and 1338(b) .. .cov i -4~
3 McCarthy on Trademarks and Unfair Competition § 23:42 .. ............. -46-
Federal Rules of Appellate Procedure Rules 4(a)(1)(A) . .................... -4-
Federal Trademark Act, 15 U.S.C. §§1051 ... ... ... .. ... . ... -4-
MCCARTHY ON TRADEMARKS AND UNFAIR COMPETITION .. ........... -56-, -60-

-1X~



Case: 09-55237 10/31/2009 Page: 16 of 78  DktEntry: 7114922

I INTRODUCTION

The District Court’s decision to allow an adjudicated infringing junior user
continued use of confusingly similar marks which were clearly colorable
imitations of Plaintiff’s registered mark and to deny Plaintiff any compensation
was an abuse of discretion, inflicts a gross injustice and betrays the objectives of
the Lanham Act.

The District Court expressly found that the junior user of the
HYDRAMEDIA service mark infringed Plaintiff’s senior mark and destroyed
Plaintiff’s good will and reputation in the process. Nevertheless, the District
Court denied Plaintiff any monetary compensation and enjoined only the
Defendant’s use of the HYDRAMEDIA mark while allowing the Defendant.to
continue using what the Court had determined were confusingly similar marks
(“HYDRA” and “HYDRA NETWORK?”). This Court can correct these errors and
injustice.

This Court should remand with instructions to enjoin the Defendant from
providing its related services under any confusingly similar marks and order an
accounting of the Defendant’s profits to compensate Plaintiff for the admitted

destruction of Plaintiff’s good will and reputation.
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II. JURISDICTIONAL STATEMENT

This action arises under the Federal Trademark Act, 15 U.S.C. §§1051, et
seq., as amended and under common law. [ER 1-80, 83, 94] The common law
based trademark claim in this action arises out of the same nucleus of operative
facts. The District Court had jurisdiction of this action under 15 U.S.C. § 1121
and 28 U.S.C. §§ 1338(a) and 1338(b). This Court has jurisdiction pursuant to 28
U.S.C. §1291. This appeal is from a Final Judgment Order entered on January 15,
2009. [ER 66] Plaintiff HydraMedia Corporation (“Plaintiff”) filed its Notice of
Appeal on February 13, 2009. [ER 1924] This appeal is timely under Federal

Rules of Appellate Procedure Rules 4(a)(1)(A).

IIl. STATEMENT OF ISSUES
I Whether the District Court erred in ruling no reasonable trier of fact
could find Defendant Hydra Media Group, Inc. (“Defendant™), did
not act willfully in adopting the HYDRAMEDIA name and
“hydramedia.com” domain name despite Defendant’s admitted prior
knowledge of Plaintiff’s Federal Registration for the HYDARMEDIA
mark and Plaintiff’s use of “hydramedia.net” domain name for

similar, if not overlapping, internet-based services, especially in view



Case: 09-55237  10/31/2009 Page: 18 of 78  DkiEntry: 7114922

of the Court’s earlier determination “a jury could find circumstantial
evidence amounting to willful blindness” supporting a finding of
willful infringement.

2. Whether the District Court erred in finding Defendant’s adoption and
use of HYDRAMEDIA was not willful because Defendant was
allegedly also using HYDRA and HYDRA NETWORK in disregard
of Plaintiff’s rights.

3. Whether the District Court erred in finding “reverse confusion” was
not timely raised; Defendant was prejudiced thereby; and

“applicability of the doctrine was uncertain.

4. Whether the District Court erred in finding Plaintiff’s objection to
Defendant’s use of HYDRA and HYDRA NETWORK was untimely
when Defendant had not previously used those marks commercially

in connection with goods or services.

IV. STATEMENT OF THE CASE
Plaintiff filed its Complaint in this action on August 22, 2006, alleging
claims for federal and common law trademark infringement based on Defendant’s

infringement of Plaintiff’s registered HY DRAMEDIA CORPORATION service
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mark and unregistered HY DRAMEDIA service mark by Defendant’s use of the
HYDRAMEDIA mark and the Internet domain name hydramedia.com in direct
competition with Plaintiff’s HYDRAMEDIA mark and Internet domain name
hydramedia.net. [ER 68] Defendant filed its Answer on September 26, 2006.

[ER 84] The parties filed cross-motions for summary judgment on June 29, 2007
[ER 1963, 1964] and the District Court issued an Order on August 23, 2007,
granting in part and denying in part the cross-motions. [ER 2] The District Court
found Defendants infringed Plaintiff’s service marks, but denied Plaintiff’s request
for a finding of willful infringement, accounting of Defendant’s profits and
attorney’s fees. The Order also granted Defendant’s motion that Plaintiff was not
entitled to damages or restitution. [ER 2]

On September 7, 2007, Plaintiff filed a motion for reconsideration of the
District Court’s finding that Defendant’s infringement was not willful, and its
denial of damages, attorney’s fees and accounting of profits. [ER 1966] On
‘S@ptember 28, 2007, Plaintiff filed an unopposed ex parte application for
permanent injunction. [ER 1967] Defendant filed a response on October 1, 2007.
[ER 1967] The District Court denied Plaintiff’s ex parte application by Order
dated October 4, 2007, instructing counsel to file a regularly noticed motion. [ER

28] By Order dated October 26, 2007, the District Court revised its Order granting

-6-
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in part and denying in part the cross-motions for summary judgment, ruling that
disputed facts exist which could lead a jury to find willful infringement. [ER 29]

On September 29, 2008, Plaintiff filed a motion for summary judgment of
continuing infringement, willful infringement and no advice of counsel. [ER
1973] Defendant filed a cross-motion on October 6, 2008. [ER 1974] On
November 3, 2008, Plaintiff also sought a preliminary injunction enjoining
Defendant from using the marks HYDRA and HYDRA NETWORK. [ER 1979]
By Order dated December 29, 2008, the District Court granted Plaintiffs request
for a permanent injunction against Defendant’s use of the HYDRAMEDIA mark,
but denied Plaintiff’s motion as to willfulness and as to an accounting of
| Defendant’s profits. [ER 39]

By Order dated December 30, 2008, the District Court denied Plaintiff’s
motion for preliminary injunction enjoining Defendant from using the marks
HYDRA and HYDRA NETWORK. [ER 62] The Court entered Judgment on
January 15, 2009. [ER 66] Plaintiff filed its Notice of Appeal on February 13,

2009. [ER 1924]
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V. STATEMENT OF FACTS
A.  Plaintiff’s Federally Registered HYDRAMEDIA Mark
Plamtiff is the owner of a U.S. Federal Trademark Registration for the
HYDRAMEDIA CORPORATION mark. [ER 39] The registration issued in
August of 2000, based on a date of first use of 1996 for:
Computer consultation for individuals and businesses on
how to access and use a global computer network for
personal and business use; computer software design for
others, in the nature of developing and customizing
computer software for accessing, providing information
to, and obtaining information from a global computer
network; design of computers for others; hosting the web
sites of others on a computer server for a global
computer network.
[ER 78, 90] Plaintiff has also used the website “hydramedia.net” since 1996 to
market its services. [ER 39] Plaintiff’s services in helping businesses obtain and
maintain a business presence on the internet also included how to take advantage
of “affiliate marketing.” [ER 90-91]
Since at least as early as 1996, Plaintiff also used HYDRAMEDIA without
“Corporation” thereby acquiring common law rights to the mark HYDRAMEDIA.

[ER 90]
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B.  Defendant’s Infringing Conduct

Defendant was formed in 2003 operating its internet-based “affiliate
marketing services” under the name “LynxTrack.” In 2005, Defendant decided to
re-brand itself and began using the HYDRAMEDIA service mark and the domain
name “hydramedia.com.” [ER 1307] Defendant’s internet-based services of
matching advertisers with publishers (website owners) are services closely related
to the broad-based internet services offered by Plaintiff.

Defendant ignored Plaintiff’s August of 2005 demand that Defendant cease
using the HYDRAMEDIA mark, and Plaintiff sued. [ER 68, 945, 1060-61]
Defendant applied to register HYDRAMEDIA as advertising agency services, but -
did not inform the USPTO its services were Internct advertising. [ER 945, 1060-

61]

C.  The Court Granted Summary Judgment Finding Infringement

On August 22, 2007, the Court found Defendant’s use of HYDRAMEDIA
infringed Plaintiff’s registered HYDRAMEDIA CORPORATION service mark, as
well as its common law trademark rights in HYDRAMEDIA, and granted

summary judgment against Defendant. (the “Infringement Order”) [ER 2]
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D.  Defendant’s Admission That It Had Prior Knowledge of
Plaintiff’s Rights

In opposing Summary Judgment Defendant denied it had any knowledge of
Plaintiff’s mark until the “beginning stages of this lawsuit.” [ER 17]
[Infringement Order at 16:8-11]. On the eve of trial, Defendant admitted it had
known of Plaintiff’s Federally Registered mark and use of the “hydramedia.net”
domain name at the time Defendant chose to re-brand itself as “HYDRAMEDIA”
in March of 2005 and nevertheless went forward, including adopting the
“hydramedia.com” domain name. [ER 945-46, 1026-27 (Gordon Depo, pp. 29:8-
32:10)] To avoid a finding of willful infringement Defendant also claimed, for the
first tinﬂe, that it had received advice of counsel clearing its use of the
HYDRAMEDIA mark in re-branding itself. [/d.] Advice of counsel had not been

asserted as an affirmative defense in Defendant’s Answer. [ER 84-88]

E.  Defendant’s False Claim of Reliance on “Advice of Counsel”

The District Court continued the trial and allowed discovery regarding
Defendant’s late raised claim of “advice of counsel.” Discovery revealed not only
that, in addition to its prior false claim of ignorance of Plaintiff’s rights, Defendant

also had never sought or obtained any opinion from a qualified trademark counsel
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regarding infringement (or Defendant’s claim to a lack thereof) before adopting

and using Plaintiff’s registered mark. [ER 942-45, 1021-58]

F.  In Spite of the Court’s Infringement Order, Defendant Continued
to Infringe Plaintiff’s Rights

Defendant continued its infringing conduct after the August 22, 2007,
Infringement Order. In fact, it was not until November, 2007, approximately three
(3) months later, that Defendant re-branded its affiliate marketing operations by
merely slﬁortening its name to HYDRA. The abbreviated version of Defendant’s
infringing mark is still confusingly similar to Plaintiff’s service mark. [ER 942-44,
1045] [Richardson Decl., 9 11, Exhibit L (Gordon Depo p. 149:19-21)].
Defendant also continued to use the domain name “hydramedia.com” for at least

eight (8) months after the Infringement Order. [ER 946, 1088]

VI. THE DISTRICT COURT ERRED IN FINDING DEFENDANT DID
NOT ACT WILLFULLY IN RE-BRANDING ITSELF WITH
HYDRAMEDIA’S REGISTERED MARK

A.  Defendant Knowingly Re-Branded Itself with Plaintiff’s
HYDRAMEDIA Mark

It 1s undisputed Defendant knew of Plaintiff’s Registration for

HYDRAMEDIA CORPORATION as well as Plaintiff’s use of the
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“hydramedia.net” domain name prior to its 2005 re-branding. It is also undisputed
that Defendant changed from simply using “Hydra Media Group” as the name of a
diversified holding company (which offered services and products under various
other names and marks such as LynxTrack), and adopted HYDRAMEDIA as
Defendant’s operating name and “hydramedia.com” as Defendant’s new internet
domain name (which it was still using in October, 2008, over a year after the
Infringement Order’) without investigating the likelihood of confusion it might
cause. Defendant gave no consideration to Plaintiff’s rights or the obvious

damage likely to be caused to Plaintiff.

B.  Willful Infringement Is Established Where the Infnnger Acts
with “Objective Recklessness”

The District Court correctly held that willful infringement may be proved by
evidence of objective recklessness. [ER 32, 44, citing In re Seagate Technology,
497 F3d 1360, 1371 (Fed. Cir. 2007) (Patent infringement)].

In the copyright infringement context, this Court has confirmed that willful

infringement “requires only the lesser showing of knowledge, willful blindness, or

'[ER 1525-26, 1574-1634 - See Declaration of M. Danton Richardson in
Support of Defendant’s Motion for Preliminary Injunction (November 4, 2008),
Exhibit O].
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reckless disregard of infringing activity”:

Section 504(c)(2) of the Copyright Act allows a plaintiff
to seek an award of enhanced statutory damages upon a
showing that the “infringement was committed
willfully.” 17 U.S.C. § 504(c)(2). Cal. Ins.Code § 533, in
turn, provides that an “insurer is not liable for a loss
caused by the willful act of the insured.” Section 533,
however, only precludes indemnification when liability
is based on a finding of willfulness defined as a specific
intent to cause harm. Mez Indus., Inc. v. Pacific Nat’l
Ins. Co., 76 Cal.App.4th 856, 874-76, 90 Cal.Rptr.2d
721 (1999). A finding of willfulness under 17 U.S.C. §
504(c)(2), in contrast, requires only the lesser showing
of knowledge, willful blindness, or reckless disregard of
infringing activity. Peer Int’l Corp. v. Pausa Records,
Inc., 909 F.2d 1332, 1335-36 (9th Cir. 1990); 4 M.
Nimmer and D. Nimmer, NIMMER ON COPYRIGHT, §
1404[B][3] at 14-79.

Cybernet Ventures, Inc. v. Hartford Ins. Co. of the Midwest, 168 Fed.Appx. 850,
852, 2006 WL 448842, 1 (9th Cir. 2006) (emphasis added).

A finding of willfulness is appropriate where, as here, a defendant is aware
of a plaintiff’s trademark rights and nevertheless acts at the plaintiff’s expense and
to its detriment. See ALPO Petfoods, Inc. v. Ralston Purina Co., 913 F.2d 958,
966 (D.C. Cir.1990). This Court recognized in Lindy Pen that willfulness and bad
faith merely “require a connection between a defendant’s awareness of its
competitors and its actions at those competitors’ expense.” Lindy Pen Co., Inc. v.

Bic Pen Corp., 982 F.2d 1400, 1406 (9th Cir. 1993) (citations omitted.)
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Moreover, bad faith may be inferred from the junior user’s actual or
constructive knowledge of the senior user’s mark. Star Industries, Inc. v. Bacardi
& Co. Ltd., 412 F.3d 373, 389 (2nd Cir. 2005) (citing Paddington Corp. v. Attiki
Imps. & Dists., Inc., 996 F.2d 577, 587 (2d Cir.1993).)

In a recent reverse confusion case, willful infringement was found and
profits were awarded where defendant continued infringing after receipt of a cease
and desist letter, even though the court acknowledged “willful ‘intent is
necessarily absent in a reverse confusion case.”” Bellagio Jewelry, Inc. v. Croton
Watch Co., Inc., No. CV 06-6672 ODW (RZx), 2008 WL 3905895, 12 -13 (C.D.
Cal. Aug. 20, 2008) (citing Sands, Taylor & Wood Co. v. Quaker Oats Co., 978
F.2d 947, 961 (7th Cir.1992).

In this case, Defendant admitted actual knowledge of Plaintiff’s rights prior
to re-branding its “day to day operations” with the HYDRAMEDIA mark énd

converting to the use of “hydramedia.com” as its primary domain name.
y p

C. Infringement was Obvious Here
The risk of infringement by adopting the same trademark and a virtually
identical internet domain name - hydramedia.com - to that already in use by

another internet-based business was obvious. Defendant’s in house counsel
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acknowledged a risk of the likelihood of confusion and had advised Defendant of
same. [ER 943] The undisputed facts therefore established, or at the least created
a triable issue of fact, that Defendant acted recklessly and in total disregard of

Plaintiff’s rights.

D.  The District Court Erred In Finding No Reasonable Trier Of Fact
Could Find That Defendant Acted Willfully

Willful blindness could provide requisite intent or bad faith; determination
of willful blindness depends on the circumstances and will generally be a question
of fact for the fact finder after trial Chanel, Inc. v. Italian Activewear of Florida,
931 F.2d 1472, 1476 (11th Cir.1991). To be willfully blind, a person must suspect
wrongdoing and deliberately fail to investigate. Hard Rock Café Licensing Corp.
v. Concession Servs., 955 F.2d 1143, 1149 (7th Cir.1992).

Given Defendant’s admitted knowledge of Plaintiff’s Federal Registration,
its in house counsel’s concern that defendant’s use might cause problems and
Defendant’s subsequent use of the virtually identical “hydramedia.net” domain
name, Defendant had a duty to investigate.

“The evidence of the nonmovant is to be believed, and all justifiable

inferences are to be drawn in his favor.” Anderson v. Liberty Lobby, Inc., 477
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U.S. 242,255, 106 S.Ct. 2505, 2513, 91 L.Ed.2d 202 (1986). A “justifiable
inference” is not necessarily the most likely inference or the most persuasive
inference. Rather, “an inference as to another material fact may be drawn in favor
of the nonmoving party ... if it is ‘rational’ or ‘reasonable.” ” T.W. Electrical
Service v. Pacific Electrical Contractors, 809 F.2d 626, 631 (9th Cir.1987).

The facts regarding Defendant’s alleged investigation, which comprised
simply conducting a 5-10 minute telephone conference with a school class mate
regarding some, though not all, of the factors to be considered, calls into question
the reasonableness of Defendant’s actions. The brief conversation between
Defendant’s counsel and a class mate did not justify Defendant’s adopiion of the
HYDRAMEDIA name and the domain name “hydramedia.com.”

Defendant had not raised advice of counsel as an affirmative defense in its
Answer. The District Court nevertheless allowed Defendant to assert advice of
counsel as a defense. Defendant’s advice of counsel defense fails because (1) no
advice from outside counsel was sought or obtained; and (2) in-house counsel
lacked any experience or expertise in trademark matters and provided an opinion
totally lacking in factual or legal analysis, was conclusory and incomplete so as to
be insufficient to meet the standard necessarily sufficient to serve as an

exculpatory opinion of counsel. See SRI Int'l, Inc. v. Advanced Tech. Labs., 127
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F.3d 1462, 1464-65 (Fed. Cir. 1997). An advice of counsel defense that consists
only of bald, conclusory and unsupported statements is legally deficient to avoid a
finding of willful infringement. Underwater Devices, Inc. v. Morrison-Knudsen
Co., 717 F.2d 1380, 1390 (Fed. Cir.1983), overruled on other grounds by In re
Seagate Tech., LLC, 497 F.3d 1360 (Fed. Cir. 2007). Additionally, advice of
counse‘] that is incompetent cannot serve to negate a finding of willfulness. See
Chiron Corp. v. Genentech, Inc., 268 F. Supp. 2d 1117, 1121 (E.D. Cal. 2002)
citing Comark Comm., Inc. v. Harris Corp., 156 F.3d 1182, 1191 (Fedl Cir. 1998).
See also Adidas America, Inc. v Payless Shoesource, Inc., 529 F. Supp. 2d 1215,
1230 (D. Or. 2007).

The District Court acknowledged Defendant’s alleged “advice of counsel”
may have been lacking, or negligent, but found that “negligence” did not rise to
the level of “objectively reékl,eés.” But the District Court focused on the wrong
fact. It is not a question of whether the advice was bad, but whether it was
objectively reasonable for Defendant to rely on it. The total lack of any reasoned
analysis or reliable opinion from counsel experienced in trademark law after a full
disclosure of all relevant facts and an opportunity to investigate renders the advice
unreliable and no client may justifiably rely upon it. SRI Int'l, 127 F.3d 1462,

1464-65 (Fed. Cir. 1997); Underwater Devices, 717 F.2d 1380, 1390 (Fed.
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Cir.1983)

The District Court had previously found circumstantial evidence may
establish willful blindness by Defendant.> The District Court’s abandonment of its
prior findings was unprincipled and unjustified. None of the circumstantial facts
the District Court previously found could support a finding of willfulness had
changed. The District Court should not have found no reasonable trier of fact
would find that Defendant’s infringement was willful. A jury should have been

allowed to decide whether Defendant’s infringement of the HYDRAMEDIA mark

was willful.

E.  The District Court Erred By Accepting Defendant’s Subjective
Belief That Its Adoption and Continued Use of the
HYDRAMEDIA Mark Was Not Infringing

The District Court accepted Defendant’s subjective belief there would be no

infringement because it thought Plaintiff’s business was different. A finding of

willfulness does not require a finding of subjective intent to infringement and is not

excused by a subjective belief of non-infringement. “Because the acceptance of a

*The District Court’s 12/29/08 Order noted that “in its October 2007
Revised Order, the Court found that a jury could find circumstantial evidence
amounting to willful blindness.” [ER 45 - Order at 7:22-24]
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subjective belief, however unfounded or unreasonable, as the basis for defeating a
claim for willful infringement could entirely eviscerate the concept of willfulness,
an objective standard must be used instead.” Northlake Marketing & Supply, Inc. v.

Glaverbel, S.A., 72 F.Supp.2d 893, 904 (N.D. I11. 1999).

VII. THE COURT’S RELIANCE ON AN ABSENCE OF EXPRESS
OBJECTION TO OTHER HYDRA VARIANT MARKS USED BY
DEFENDANT DOES NOT EXCUSE DEFENDANT’S WILLFUL
INFRINGEMENT OF THE FEDERALLY REGISTERED
HYDRAMEDIA MARK

The District Court decided that Plaintiff’s failure to object to Defendant’s use
of variants of the HY DRAMEDIA mark in 2005 excused Defendant from a finding
of willful infringement. Defendant did not raise either laches or estoppel in its
Answer. [ER 84-88]

The only evidence before the District Court regarding any eatlier use of these
names was the self serving conclusory declaration of Zac Brandenberg and what
appear to be archived pages from its company website. No advertising materials,
press releases nor any other marketing or other materials directed to consumers were
presented showing any actual use of “Hydra” by itself as a service mark. In fact, it
is clear from the pages presented that no services were being directly offered by

those pages, but that they are instead merely a company profile for a holding
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company: “Hydra Media Group’s diversified operations... [{] Hydra Media Group is
the creative force behind each of these unique businesses, and the engine that drives
revenue for hundreds of partners, whether advertisers, email publishers, consumer
product manufacturers, service providers, or lead buyers.” [ER 1312] As reflected
by the dates of the archive pages making up Exhibit A, from the inception of the
company through the re-branding in May of 20035, the internet based affiliate
marketing was done under the “LynxTrack” service mark.

Defendant did not include any pages from the separate website through which
it offered its internet based advertising services prior to the May 2005 re-branding,
namely, the “lynxtrack.com” domain name. That website is where the affiliate
marketing was conducted prior to 2005 and shows that the trademark was
LynxTrack, with Hydra Media Group (three words) merely being a “diversified”
holding company. [ER 1785]

While “Hydra” does appear in the text of some of the pages from different
times as part of Defendant’s Exhibit A (though not others which in itself shows no
consistent use), it is clear Hydra was used as simply a short hand way of referring to
Hydra Media Group, and was not a being used in a separate trademark sense. In
fact, Hydra always appears directly after and only in connection with Hydra Media

Group, with the first appearance of Hydra alone directly following Hydra Media
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Group, Inc. It is the same as if in this brief we might define Hydra Media Group as

“Defendant” - that does not make Defendant a trademark.

A. Hydra and Hydra Network Were Used as a Short Hand Way of
Referring to HYDRAMEDIA after the 2005 Re-Branding and
Prior to the 2007 Second Re-Branding
The evidence presented to the District Court as part of Plaintiff’s first Motion
for Partial Summary Judgment [ER 173-79] reflected that Defendant was also using
HYDRA and HYDRA NETWORK in a non-trademark sense. Neither the District
Court nor Defendant contended that Plaintiff had failed to object to such
abbreviated uses of the infringing mark.?
It was not until AFTER the District Court’s Infringement Order that

Defendant first used HYDRA as an actual trademark. [ER 1088] As can be seen

from Exhibit Q, HYDRA was then being used in place of HYDRAMEDIA. During

*Had Defendant truly believed it had made any previous uses of such names
which could have had any effect on the District Court’s infringement and/or
willfulness analysis regarding Plaintiff’s HYDRAMEDIA mark, Defendant surely
would have so argued in connection with the First MSJ. While Defendant tried to
later argue that Plaintiff should be prejudiced by not specifically making issue of
these apparent non-trademark uses or, at the very least, sub-summed abbreviated
uses of the mark in question, the fact is Defendant itself never raised any issue.
That failure admits there should have been no distinction made at the late date the

District Court raised the issue.
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the time Defendant’s operations were under the HYDRAMEDIA name, Defendant’s
network was previously accessed at http://network. hydramedia.com. Sometime
AFTER the November, 2007, re-branding to HYDRA, it was accessed through
“hydranetwork.com.” [ER 1088].

The District Court failed to explain how a failure to expressly object to other
potentially infringing variations of “hydra” has any bearing on the willfulness of
Defendant’s knowing adoption of the HYDRAMEDIA mark for internet-related
services.

The first time period to consider in determining whether Defendant acted
willfully is when Defendant decided to, and did, re-brand itself with Plaintiff’s
HYDRAMEDIA trademark in April of 2005. At that time, Plaintiff was unaware of
Defendant and its activities and no objection had yet been made to any of the
activities of the Defendént. ’The lack of any objecﬁon at the time of the initial
adoption and use of the mark therefore can have no bearing on whether the
Defendant acted willfully. It is simply a non-issue.

Rather, the inquiry is focused on what the defendant knew (or should have
known) at the time and whether its actions were objectively reasonable in light of

that knowledge. The answer is a resounding no.
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In a surprising turn, the District without reason or justification contended that
the HYDRAMEDIA mark was relative weak despite having expressly held on
August 23, 2007 that the mark was “strong.” [ER 14, Infringement Order at 13:5-8]
The District Court sua sponte argued: “[a]s there is no genuine dispute of fact as to
Defendant’s uses [of other “hydra” variations] or relative weakness of Plaintiff’s
mark, the Court finds that Defendant had a reasonable basis to believe that it had a
legal right to use the Hydramedia mark.” Order at 13:5-9 (emphasis added).
Defendant never raised any such claim. The District Court raised the argument for
the first time during oral argument on the parties second round of summary
judgment motions in 2008, and then invited Defendant to brief the issuve.4

Indeed, in a wholly improper abandonment of judicial neutrality, the District

4 The District Court’s Order confirms it was the District Court whzch ralsed
this issue: .
At oral argument on these cross-motions on October 20, 2008, the
Court addressed the following issues:
1) whether Defendant’s previous use of Hydra and Hydra
Network weighed against a finding of willfulness as to
Defendant’s infringement of Hydramedia;
Order at 5:4-8. Notably, Defendant’s cross motion for summary judgment did not
seek summary judgment regarding Defendant’s alleged lack of willfulness.
Moreover, Defendant’s opposition to Plaintiff’s Motion for Summary Judgment as
to willful infringement did not seek to justify Defendant’s conduct by claiming
Plaintiff’s failure to expressly object to other hydra related uses somehow justified
Defendant’s continued use of the infringing HYDRAMEDIA mark.
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Court nearly ordered Defendant to make the argument and Defendant had to be

coached by the Court on how to frame it:
P/21:4-25
THE COURT: Well, if Hydra Media, Hydra Network, and Hydra are substantially simila
MR. SCHWARTZ: I don't belicve they are.

THE COURT: Well, doesn't that eliminate this lawsuit as far as you're
concerned if they are, because you've been -- how can there be
willfulness if you're -- you have been using substantially the same
names without objection for three years?

MR. SCHWARTZ: I agree. That's a question you'll have to ask them. I
don't -- I don't see it as being willful. We never under either standard --
you know, under the Ninth Circuit standard there was never any
attempt or intent to trade on their good will, and on the recklessness
issue, a high recklessness would be by the Federal Circuit standard a
high likelihood -- under the circumstances a high likelihood of
infringement. Well, you look at the circumstances. Was there a high
likelihood under these circumstances?

THE COURT: Well, the cease and desist letter doesn't come -- comes
in April of '05. .

MR. SCHWARTZ: August of '03.
THE COURT: August of '05.

ookt oot sk ok skl shosk e sk s sk sk

22:1-23:9

And at that point you've been using Hydra Network for a few months --
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MR. SCHWARTZ: Correct.
THE COURT: -- right?
MR. SCHWARTZ: Yes.

THE COURT: And the only thing that was referenced in the cease and
desist letter was Hydra Media.

MR. SCHWARTZ: Correct,
THE COURT: Do you know why that is?

MR. SCHWARTZ: I don't know why they didn't use Hydra Network or
complain about Hydra Network or Hydra. Certainly if they had gone on
the Web site they would have seen that. I could see that they were
complaining about Hydra Media because their company's name is
HydraMedia Corporation.

THE COURT: Well, they -- aren't they conceding by this, essentially
that Hydra Network and Hydra Media are not substantially similar?

MR. SCHWARTZ: That's the position we would take if they -~ and we
would say they waived any claim. They've known about this for years.
We've produced all of the stuff in discovery.

THE COURT: So if they're not substantially similar, then from the
plaintiffs perspective, they would be entitled to profits from some date
in the past, and there's a dispute about what the triggering date is until
the date of the issuance of my order according to their argument?

MR. SCHWARTZ: I'm just -- I think that's correct; though they might
argue... and I'll leave that to them. That's what I would argue off what
you said.

THE COURT: How would they be entitled to damages post your
change or elimination of Hydra Media if they never objected to Hydra
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Network and Hydra until the filing of this motion right -- right before
trial?

MR. SCHWARTZ: I agree. I don't believe they should.

43:11-46:6

THE COURT: Well, I think the issue is in the context of willfulness.
Are still entitled to go to the jury on that issue? You've made
representations to me about what the record is. Mr. Schwartz has made
representations to me. The orders speak for themselves. I think what I'd
like to get from the parties is some further briefing on this issue. I am
not convinced at this point that this case still goes to trial on the issue
of willfulness. And I need a detailed chronology of what happened
when. When marks were used; the history of it; I want it broken down:
Dates on the left side; what happened on the right side. And let's go
through the history of the issue of the order; the -- the reconsideration
motion; what's happened in the interim. And let's just see where we are
at that point, because I'm just -- at this point, I am not comfortable on
the issue of willfulness. So, you know, on the issue of advice of
counsel, my understanding is that's not really being raised as a, quote,
technical defense the way advice of counsel is an absolute defense. It's
being raised as a factor to mitigate the argument of intentional, you
know, willful conduct; right?

"MR. SCHWARTZ: Correct.

THE COURT: Okay. Maybe it is sort of what I wouldcall imperfect
advice of counsel. And it goes into the constellation of, you know,
whether there was intentional willful conduct. So, okay. Well, I need to
digest all of this. I'd like to get further briefing on the issues we
discussed today. I hate to have you do all this extra work. I know
you've been ready; but as I thought about this case over the weekend, I
thought, Well, you know, there were no injunctions that were sought. I
don't think there's a per se rule, but I think it's important that no
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injunctions were sought on the issue of willfulness. I thought about the
sort of general concept; and I mentioned earlier that a judgment is only
as good as it is on the date that it's issued because things change. And I
wasn't clear about the impact of the defendant's continued use of Hydra
Network and Hydra, in face of my judgment and the face of my
judgment, as all of those issues, you know, bore on the subject of
willfulness. So that's what I'd like further briefing on. And if you
believe that, you know, certain issues were raised, and it's clear from
the context about -- I mean, one thing that bothers me, frankly, is the
order says what it says; and I just don't recall being asked to compare
infringement of Hydra Media being substantially similar to Hydra or
Hydra Network. I -- I just don't recall being asked to do that. And I
didn't do that in the analysis. So that leads me to think that I was being
asked to find that these two -- that these two matters were substantially
similar, Hydra, Hydra Media. And the defendants' main argument was
that the companies really did different things. So how much time would
you like?

MR. SONI: I guess -- [ understand you want the chronology.

THE COURT: Why don't I do this... I think I should ask the defendant
to file a motion; and I think you should file an opposition. I think it's
better to do it that way, than cross briefs. Then you have notice of what
exactly they're saying. |

MR. SCHWARTZ: The motion would be for...

THE COURT: It would be on the issue of whether there is a triable
issue of fact on the issue of willfulness; and I want a chronology in the
front. I want it labeled "chronology." And I want all of the material
issues, dates attached to that. If there's some document that you think is
important, I want that attached as a separate exhibit.

[ER -10/20/08 transcript]
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This exchange reflects the Court’s improper coaching of Defendant’s counsel
to raise and argue issues not previously raised by defendant. It was not until
Defendant’s third Motion for Summary Judgment that, for the first time, Defendant
made any such claim.

The Court was simply wrong in not sticking with its earlier determination that
Plaintiff’s mark is strong and acted wholly inappropriately in advocating for
Defendant and directing Defendant’s counsel to present particular arguments.
Moreover, it was wrong in its conclusion. While there was no genuine dispute of
the fact that Defendant used other “hydra” variations, it was hotly disputed whether
such uses were commeréial trademark uses. Plaintiff’s mark was strong, not weak,
Defendant had no reasonable basis to believe that it had a legal right to use the
Hydramedia mark particularly after notice, in house counsel’s concerns, the
overlap of the parties businesses and the lack of any legal advice militating agéinst
any concern regarding infringement.

The District Court also erred in failing to recognize the different contexts and
uses of the HYDRAMEDIA mark, as compared to the hydra variations. For
example, it was not until Defendant re-branded that HYDRAMEDIA became the
face of Defendant’s company and it was not until then that Defendant’s internet-

based affiliate marketing services were offered in connection with the
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HYDRAMEDIA mark. One need look no further than Defendant’s own website
and its contemporaneous press releases to see HYDRAMEDIA was thereafter the
new face of the company. [ER1670, 1712-42 - Richardson Reply Decl., Exhibit I]
Use of “Hydra Media Group” as the company name or the shorthand
reference to “Hydra” prior to the 2005 re-branding were of no concern (and were
not even known to Plaintiff) because before that time Defendant provided its
internet-based affiliate marketing services under the brand “Lynxtrack” with a
separate Lynxtrack based domain name for those operations. It was not until
Defendant offered those services under the HYDRAMEDIA mark and the domain

name “hydramedia.com” that infringement clearly began.

B.  The Discovery Conducted in this Case and the Expert Disclosures
Clearly Put Defendant on Netice that Plaintiff took issue with the
Use of Hydra as a Trademark Alone and in Connection with the
Hydra Network
Defendant’s use of Hydra or Hydra Network were not specifically put in issue
until Defendant switched from the infringing HYDRAMEDIA mark to a bad faith
adoption of the shortened version thereof, HYDRA, as a mark itself. Plaintiff

learned of this switch just prior to the February 2, 2008, deposition of Zac

Brandenberg. Therein, Mr. Brandenberg was questioned extensively about the
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switch from HYDRAMEDIA to just Hydra in November of 2007. [ER 1088
Richardson Reply Decl., Exhibit B]. Notably, at that time the case was still set for
trial on March 28, 2008, and Plaintiff would have referred to Defendant’s name
change at trial as an example of Defendant’s willful conduct.

In fact, Plaintiff included exhibits regarding Defendant’s name change from
HYDRAMEDIA to Hydra as part of the Joint Exhibit List submitted to the Court on
February 18, 2008. [ER 1673-79] One of those Exhibits was the announcement of
the name change that Defendant sent out to its customers. [ER 1768] Two things
are notable from that announcement. First and foremost, it expressly states that
Defendant was merely shortening its “name to just plain Hydra” which evidences
Defendant was attempting to continue an association with the previously used
HYDRAMEDIA mark. Second, the announcement included at the bottom various
contact information reflecting “@hydramedia.com” as the Defendant’s email
addresses. Thus, in spite of this name change, Defendant continued to use
HYDRAMEDIA as part of its company email addresses, in total disregard of
Plaintiff’s rights as well as this Court’s Infringement Order.

Additionally, after the case was continued, on March 21, 2008, Plaintiff
served additional sets of Interrogatories and Document Requests on Defendant,

together with an additional 30(b)(6) deposition, each of which expressly sought
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information regarding Defendant’s change from HYDRAMEDIA to Hydra, any
clearances done in that regard, the costs associated therewith and all revenues and
expenses earned using Hydra. [ER 1769-84]

Further, the Supplemental Expert Disclosure submitted by Plaintiff on May
23, 2008, calculated damages through the 1* quarter of 2008, the latest time period
for which financials were available, and stated as follows:

We further understand that you allege the infringement is

still ongoing. You requested we calculate profits earned

from the quarters ended June 2005 through October 2007,

and the additional profits earned through March 2008.
Richardson Reply Decl., 2.

Thus, the questioning of Mr. Brandenberg in early February, 2008, and the
inclusion of exhibits regarding Defendant’s change to Hydra, clearly put Defendant
onnmmeﬂmthﬁﬁmﬁkkamwwﬂhﬂwcmﬁmumgumcﬁbMa“ﬂmmaw&’
version of the HYDRAMEDIA mark.

And if that were not clear enough, Plaintiff’s subsequent discovery as well as
the supplemental calculations of damages clearly reflected that Plaintiff considered
Defendant’s use of the Hydra name as but a continuation of the infringement

previously found by the Court. Thus, contrary to the findings of the District Court,

Plaintiff had squarely placed Hydra and Hydra Network shortly after learning of the
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second re-branding to the shortened Hydra.

VIII. DEFENDANT’S CONDUCT WAS OBJECTIVELY RECKLESS

Defendant’s undisputed conduct was objectively reckless and therefore
established willful infringement as a matter of law.

Realizing that there existed a potential for confusion and failing to investigate
was objectively reckless. Failing to contact experienced trademark counsel was
objectively reckless. Failing to retain counsel to conduct a proper analysis after a
full discloure of all relevant facts was objectively reckless. Re-branding itself as
HYDRAMEDIA in spite of being aware of at least “some” risk of a “likelihood of
confusion” was objectively reckless.

It was objectively reckless for Defendant to conclude the “parties’ respective
service were totally unrelated.” Defendant argued that “From his review of the
specification of services in Plaintiff’s registration and of Plaintiff’s web site and
from his knowledge of Defendant’s services, Attorney Gordon concluded that the
parties’ respective services were totally unrelated and therefore concluded that there
was little likelithood of confusion.” [ER 942-44, 1021-47]

Plaintiff’s registration was based on a date of first use of 1996 and the

services described therein are as follows:
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Computer consultation for individuals and businesses on
how to access and use a global computer network for
personal and business use; computer software design for
others, in the nature of developing and customizing
computer software for accessing, providing information
to, and obtaining information from a global computer
network; design of computers for others; hosting the web
sites of others on a computer server for a global
computer network. [emphasis added]

Although Defendant attempts to characterize itself as an “Adverting Agency,”
it does not operate an advertising agency. Defendant’s only advertising services are
all computer/Internet related.” This was confirmed in Defendant’s
“hydramedia.com” website after the re-branding: “HydraMedia was established in
2003 by pioneers of the Internet marketing and advertising space, and today is a
specialist and leader in the performance-based on-line affiliate advertising
business, and in email data management.” [ER 396] Additionally, Adam Walker,
Defendant’s CFO, described Defendant’s services as follows:

We would - - well, we distributed ad campaigns for clients

on the Internet. Mainly by serving those ads to various
Internet publishers, tracking all the activity that goes on

* Defendant’s “network” is used to facilitate the placing of advertising
campaigns on the internet by placement of such ads on the actual websites of
- Defendant’s subscribers (i.e., “internet publishers,” or more specifically,
businesses or individuals maintaining websites which also wish to generate
revenue by including advertising as part of their web sites).
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with those ads, and then billing the appropriate fees to the
advertiser.”

Zac Brandenberg also admits Defendant’s advertising-related services are
based on the Internet: “In early 2003, I formed a new company which was intended
to perform various advertising services over the Internet.” [ER 396] Brandenberg
Decl., 4 2 (emphasis added).

Defendant’s use of its computer network and software to match up advertisers
with web sites on the Internet is a form of accessing and using “a global computer
network for personal and business use” as well as “accessing, providing information
to, and obtaining information from a global computer network™ - the only difference
is that the specific “information” provided by Defendant was in the nature of
advertising copy and “links” to other web sites. Thus, any objective view of the
description of Plaintiff’s services, compared to Defendant’s business activities
- regarding affiliate marketing, would reveal Defendant’s services are but a sub-set of
those offered by Plaintiff and, therefore, at the very 1ea$t, there is an overlap
between the parties’ services.

One portion of Defendant’s target customer base is businesses or individuals

with an Internet web site (i.e., publishers), the very same businesses and individuals

7 [ER 993-94] Deposition of Adam Walker, pp. 28:9 - 29:16).

34-



who would be target customers for Plaintiff’s services. Thus, there is a clear
overlap in the target customers as well. Further, the marketing channels - the
Internet - are also identical. It was objectively reckless for Defendant to conclude
there was no relationship between the parties’ respective services.

Worse, Defendant’s erroneous conclusion there was no “relationship between
the parties’ services” is the only factor Defendant cites in connection with its
conclusion there was “little likelihood of confusion.” Only considering one factor
of the numerous factors relevant to an infringement analysis - especially where in-
house counsel was put on notice that various factors are to be considered under the
Sleekcraft case - was objectively reckless. [ER 1024-25, 1036].

Not even considering the possibility of “reverse confusion” was objectively
reckless. Defendant admited it never considered the possibility of “reverse
confusion.” The failure, by a much larger company than Plaintiff in 2005, to even
consider the adverse affects of Defendant’s re-branding its operations with
Plamtff’s HYDRAMEDIA mark was objectively reckless.

As a newcomer with knowledge of HYDRAMEDIAs trademark, a Defendant had

an affirmative duty to avoid confusion. 15 U.S.C. § 1114, When one adopts a

¥ Defendant’s in-house counsel admitted he did not even consider the effect
of reverse confusion. [ER 1042-43].
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trademark similar to one it knows is already in use in similar industries, there is an
affirmative duty to avoid any likelihood of confusion. See Volkswagenwerk
Aktiengesellschaft v. Wheeler, 814 F.2d 812, 817 (1st Cir, 1987); Telechron, Inc. v.
Telicon Corp., 198 F.2d 903 (3d Cir. 1952); Lone Star Mgr. Co. v. Bill Beasley,
Inc., 498 F.2d 906, 909, 182 U.S.P.Q. 368, 370 (Cust. & Pat. App. 1974).

An intent to usurp a senior user’s goodwill is not required in reverse
confusion cases such as this; in such cases, the infringer intends to usurp the mark
itself, not the goodwill behind it, and appropriate the mark for itself, See,
Dreamworks Prod. Group, Inc. v. SKG Studio, 142 F.3d 1127, 1130-31 (9th Cir.
1998). It 1s the hijacking of the senior user’s mark which is the violation and the
willfulness under than analysis is assessed by “whether the infringer used the mark
and expanded its uses after notice, constructive or actual.”

The foregoing test is easily met in this case. Defendant had actual notice of
Plaintiff’s rights in the HYDRAMEDIA mark, but nonetheless adopted it, used it
and expanded that use in marketing itself on the Internet, where Plaintiff’s mark and
Defendant’s use thereof would be easily be encountered on the same screen. In fact,
a “google” or other search of the word “hydramedia” pulled up both Plaintiff’s

business as well as Defendant’s, with Defendant’s domain name even appearing
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first. [ER 941,1008]. That was still the case as late as October of 2008 even with

Defendant’s use of HYDRA, an abbreviated version of the mark. [ER 942, 1017-

18].

IX. THE DISTRICT COURT’S FINDING THAT PLAINTIFF’S REVERSE
CONFUSION ARGUMENT WAS UNTIMELY AND THAT IT WAS
ALSO UNCLEAR THAT REVERSE CONFUSION WAS ERROR
Plaintiff argued that an award of Defendant’s profits was an altefnate for

damages and that a showing of willfulness was not necessary to an award of

disgorgement of profits and attorneys fees.

Defendant sought to get around its admission that it did not even consider the
doctrine of reverse confusion by arguing that “reverse confusion” is a “newly
minted legal theory asserted for the first time in Plaintiff’s Motion.” The District
Court agreed and found in its 12/28/09 Order at page 9:7-9 fn. 4, that Plaintiff’s
reverse confusion argument was not timely raised. That was not the case, however,
as reverse confusion was raised in Plaintiff’s first Motion for Partial Summary
Judgment well over a year prior to the second round of summary judgment motions:

Defendant boasts that it “is one of the fastest growing
companies in the country.” Opp at 3:25. However, that
serves to underscore the great harm that Defendant’s

adoption and use of HYDRAMEDIA’s HYDRAMEDIA
mark has caused to HYDRAMEDIA. Even though
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HYDRAMEDIA was first to adopt and use the mark,
given the commercial success the Defendant has been able
to gain using HYDRAMEDIA’s mark, HYDRAMEDIA
may now very well be viewed as the infringer by anyone
seeing HYDRAMEDIAs use of its mark. Thus, in
addition to forward confusion, the Defendant has also
committed reverse confusion and has totally destroyed
the value of HYDRAMEDIA’s mark and its Federal
Registration as a source identifier for HYDRAMEDIA’s
services.

Notably, this evidence of the previous assertion of “reverse confusion” was
cited to the District Court in Plaintiff’s October 13, 2008, Reply Memorandum of
Points and Authorities in Support of Motion for Partial Summary Judgment re
Continuing Infringement, Willful Infringement and No Advice of Counsel [ER
1226-27]. In fact, Plaintiff also raised the issue of reverse confusion in its initial
Memorandum of Contentions of Fact and Law dated February 18, 2008 at page 4:1-
6, submutted in conjunction with Plaintiff’s preparation for the March 2008 trial
date. [ER 693].

The District Court committed clear error by ignoring the foregoing evidence
and ruling that Plaintiff’s reverse confusion argument was not timely raised. The
District Court continued the March 2008 trial date to allow for Defendant to assert

its newly raised “advice of counsel” defense and reopened discovery on that issue.

Defendant could have also sought discovery on the reverse confusion issue at that
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time if it had desired to do so, but it did not seek such discovery nor raise any
objection to reverse confusion being an issue in the case. There was simply no
prejudice to Defendant whatsoever based on Plaintiff’s assertion of reverse
confusion in this case.'

The District Court also found that it was unclear that reverse confusion
applies, because “Plaintiff has not presented evidence that its market has been
overwhelmed or ‘swamped’ by competition from Defendant’s product.” However,
the District Court had previously made the express finding that “Defendant’s
infringement of the mark Hydramedia harmed Plaintiff by destroying its good will
and reputation.” [ER 54; Order at 16:11-13] The District Court committed clear
error by not applying the doctrine of reverse confusion to find Defendant willfully

infringed Plaintiff’s HYDRAMEDIA mark.

““Moreover, even if the theory of “reverse confusion” were asserted late, the
fact that the District Court had previously allowed Defendant to belatedly raise the
defense of advice of counsel defense, which had never been pled, even continuing
the trial as a result of the late raising of this issue, confirms it was an abuse of
discretion not to give Plaintiff the same consideration.
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X.  THE DISTRICT COURT’S DENIAL OF AN ACCOUNTING OF
DEFENDANT’S PROFITS BASED ON PRINCIPLES OF EQUITY
WAS AN ABUSE OF DISCRETION

The Lanham Act provides, in pertinent part, as follows:
a) Profits; damages and costs; attorney fees

When a violation of any right of the registrant of a mark
registered in the Patent and Trademark Office, a
violation under section 1125(a) or (d) of this title, or a
willful violation under section 1125(¢c) of this title, shall
have been established in any civil action arising under
this chapter, the plaintiff shall be entitled, subject to the
provisions of sections 1111 and 1114 of this title, and
subject to the principles of equity, to recover (1)
defendant's profits, (2) any damages sustained by the
plaintiff, and (3) the costs of the action.

15 U.S.C.A. § 1117(a).

An accounting for profits is a form of equitable relief, and
it does not follow as a matter of course upon the mere
showing of an infringement. It will be denied where an
injunction satisfies the equities of a case, as for example,
where there is a clear showing that no profit was made.

Williamson-Dickie Manufacturing Company v. Davis Manufacturing Co., 251 F.2d
924,927, 116 U.S.P.Q. 303 (3d Cir. 1958) (emphasis added).
The term “accounting” comprehends the equitable remedy

whereby a defendant must disgorge the profits made from
the unfair use of a plaintiff’s trademark or tradename.
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Robert Bruce, Inc. v. Sears, Roebuck & Co., 343 F.Supp. 1333, 1348, 174 U.S.P.Q.
94 (E.D. Penn. 1972).

There was no showing by Defendant that they made no profits here. In fact,
the evidence showed Defendant made millions of dollars in profits. Nevertheless,
the District Court denied Plaintiff an accounting of Defendant’s profits, stating:

In light of the absence of actual harm to Plaintiff or any

bad faith or recklessness by Defendant, the Court

alternatively finds that Plaintiff is not entitled to an

accounting of Defendant’s profits. . . . The Court finds that

Defendant did not willfully infringe Plaintiff’s

Hydramedia mark. The Court alternatively denies any

award of profits to Plaintiff on equitable grounds.
This result is incongruous in light of the District Court’s express finding on the very
next page of its Order that “Defendant’s infringement of the mark Hydramedia
harmed Plaintiff by destroying its good will and reputation.” [ER 54] 12/28/08
Order at 16:11-13 (emphasis added).

Plaintiff respectfully submits that the District Court abused its discretion by
denying an accounting of Defendant’s profits on equitable grounds in light of the
District Court’s express finding that Defendant’s infringement of Plaintiff’s
trademark destroyed Plaintiff’s good will and reputation. There can be no more

justified equitable grounds to GRANT an award of a defendant’s profits than where

the defendant’s acts have destroyed a plaintiff’s reputation and good will associated
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with its trademark.

The District Court’s rulings in this case recognized that infringement
occurred but the District Court failed to provide any remedy in that regard. Rather,
a defendant which knowingly adopted a mark virtually identical to a registered
mark, and a virtually identical domain name, was allowed to escape without having
to pay any amount for its infringing conduct. Such a result should not be allowed to
stand. The District Court’s ruling betrays the directives of the Lanham Act and

imposes a gross injustice upon the victim of Defendant’s infringements.

XI. DEFENDANT CONTINUED TO INFRINGE PLAINTIFF'S
HYDRAMEDIA MARK

By the Infringement Order, the District Court found Defendant’s use of the
HYDRAMEDIA mark infringed Plaintiff’s Federally Registered HYDRAMEDIA
CORPORATION trademark as well as Plaintiff’s common law rights to the
HYDRAMEDIA mark. Notwithstanding that ruling, Defendaﬁt continued to use the
HYDRAMEDIA mark until in or around November, 2007, Defendant re-branded
itself again, this time using “HYDRA” - i.e., an abbreviated version of the
HYDRAMEDIA mark. In doing so, Defendant continued to infringe Plaintiff’s

mark.
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[T]he dominant part of the Purolator mark is the word
Puro which has been adopted by defendants as the first
word of their composite mark Puro Filter. As stated in
Queen Mfg. Co. v. Isaac Gensherg & Bros., 25 F.2d 284
(8th Cir. 1928):

“In order to constitute an infringement it is
not necessary that the trademark be literally
copied. Neither is it necessary that every word
be appropriated. There may be infringement
where the substantial and distinctive part of
the trademark is copied or imitated.”
(Citations omitted)

Purolator, Inc. v. Efra Distributors, Inc., 524 F.Supp. 471, 476 (D.C. Puerto Rico

1981).

If all that a newcomer in the field need do in order to avoid
the charge of confusing similarity is to select a word
descriptive of his goods and combine it with a word which
is the dominant feature of a registered trade-mark so that
the borrowed word becomes the dominant feature of his
mark, the registered trade-mark, made valuable and
outstanding by extensive advertising and use, soon
becomes of little value, and, of course, each of the
subsequent initiating trade-marks (and there would be
many) is of value only to the extent that its users are
trading on the good will of the owner of the original
registered trade-mark.,

Pizzeria Uno Corp. v. Temple, 747 F.2d 1522, 1530 (4th Cir. 1984) (quoting Bon

Ami Co. v. McKesson & Robbins, 93 F.2d 915, 916-17 (CCPA 1938). See also
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Turco Products v. Tykor Products, 38 C.C.P.A. 903, 908, 187 F.2d 622, 625 (CCPA
1951) (“Turco” and “Tykor™ too nearly alike in sound to be used concurrently for
the substantially identical goods).

Since Defendant had been found to be an infringer, Defendant had a legal
obligation to keep its new mark a “safe distance” away from Plaintiff’s mark. In
fact, however, no distance was provided at all - a google search of “hydramedia”
still resulted in Defendant, even as HYDRA, being returned as the very first
research result over a year after the Infringement Order. [ER 942, 1017-20].
Defendant’s continuing use of the HYDRA and Hydra Network variations of the
previously used infringing HYDRAMEDIA mark crossed the line and should have
been enjoined. Plough, Inc. v. Kreis Laboratories, 314 F.2d 635, 639 (9th Cir.
1963):

We also agree with appellant that an infringer, 'once
caught,' should have his conduct carefully scrutinized in
any future operations so as to determine his intent in going
as far as he does. He must 'be required to keep a safe
distance away from the margin line.' Broderick & Bascom
Rope Co. v. Manoff, 6 Cir. 1930, 41 F.2d 353, 354. FN2
FNZ2. In the case cited, the alleged

infringer sold 'Au-Tow-Line' in competition

with 'Autowline,’ both being tow lines for

automobiles. The alleged infringer had been

restrained from using the word 'Autowline' or
the hyphenated word 'Au-Tow-Line.' The
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alleged infringer then used 'Auto-Tow-Line'
as well as (by mistake) the precise word 'Au-
Tow-Line.'

See also Wolfard Glassblowing Co. v. Vanbragt, 118 F.3d 1320, 1322 -1323 (9th
Cir. 1997) (infringer must keep a fair distance from the "margin line.") (citing
Plough); Sinhdarella, Inc. v. Vu, 2008 WL 410246, *7-8 (N.D.Cal. Feb. 12, 2008)
(re-branding from "The Boiling Crab" to "The Boiling Crawfish" insufficient as it is

too similar and likely to cause confusion)

{Trademark infringer] should have its conduct carefully
scrutinized in future use and should not be allowed to
claim the same leniency accorded a good faith user who
starts use of the mark which the enjoined defendant has
shifted to. Otherwise, the enjoined defendant could simply
make a tiny change and start a new trademark contest all
over again in the context of the contempt hearing as to the
use of the "new" format.

McCarthy, supra, § 30.13[1] (1996).

Appellants do not necessarily have to use the identical
word to invade the rights of appellee. It is sufficient if
they adopt a trade-mark so like appellee's in form,
spelling, or sound, that a person who does not have a very
definite or clear recollection of the real trade-mark is
likely to become confused or misled. That is the reason
the injunction specifically prohibited appellants' use of any
colorable imitation of the word 'Eskay.' In such a case as
this, where the appellants have been found guilty of
infringing the trade-mark rights of others, they should
thereafter be required to keep a safe distance away from
the dividing line between violation of, and compliance
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with, the injunction. They must do more than see how

close they can come with safety to that which they were

enjoined from doing. Appellants, by the use of the word

'Enkay,’ are trying to come about as close as is conceivably

possible to a continuance of the use of the word 'Eskay,’

which they are prohibited from using by the final

judgment.
Eskay Drugs v. Smith, Kline & French Laboraiories, 188 F.2d 430, 431-32 (5th Cir.
1951) (emphasis added).

“HYDRA?” is the dominant term in of the combination HYDRAMEDIA mark.

As such, the attention of consumers is drawn to the dominant “HYDRA” and will
not pay as much attention to the absence of any other word in combination. See 3
McCarthy on Trademarks and Unfair Competition § 23:42 (“It is appropriate ... to
give greater weight to the important or 'dominant' parts of a composite mark, for it is
that which may make the greatest impression on the ordinary buyer.”). Therefore,
any use of “HYDRA” by Defendant for the same or similar services to
HYDRAMEDIA will cause inherent confusion in the industry with Plaintiff’s
HYDRAMEDIA mark. See Sweetwater Brewing Co., LLC v. Great American
Restaurants, Inc., 266 F.Supp.2d 457, 462 (E.D. Va. 2003) ("Sweetwater Tavern"
mark infringing of "Sweetwater Brewing Company" mark); Guiness United

Distillers & Vintners B.V. v. Anheuser-Bush, Inc., 2002 WL 1543817, *3 (S.D. N.Y.

2002) ("Although defendant argues that the name for its product is 'Red Label From
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Budweiser,' and plaintiff’s product is called 'Johnnie Walker Red Label,' both
plaintiff’s and defendant’s labels give prominence to the phrase, Red Label'.");
Country Floors Inc. v. Gepner, 930 F.2d 1056, 1065 (3rd Cir. 1991) ("Country,"
which dominates the competing marks of "Country Floors" and "Country Tiles," is
the appropriate focus of analysis); Diner, Inc. v. Dream Kitchen, Inc., 1995 WL
438627, *4 (S.D. N.Y. 1995) ("The similarity between HONEST DINER and
HONEST BAKER is clear. In each case, the word 'Honest' is the essential or
dominant element of the mark.")

Defendant’s continued use of the dominant word “HYDRA?” of Plaintiff’s
combination mark HYDRAMEDIA is too close to the line to be allowed. Itisa
violation of Defendant’s duty to keep a “safe distance” from Plaintiff’s mark, and
should have been enjoined. Moreover, Defendant continued to use the domain
name “hydramedia.com” to refer traffic to Defendant’s site for months after the
Infringement Order. [ER 946, 1043]. This is a clear case of knowing and willful

infringement of Plaintiff’s rights given the Infringement Order.

XII. THERE IS NO REQUIREMENT THAT A TRADEMARK PLAINTIFF
MUST MOVE FOR A PRELIMINARY INJUNCTION OR
RELINQUISH ANY CLAIM OF WILLFUL INFRINGEMENT
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l. INTRODUCTION

The uncontroverted evidence shows that Defendidimiot adopt or use
HYDRAMEDIA, HYDRA OR HYDRA NETWORK as trademarks @ervice
marks in 2003. It initially only used the “Hydragdia Group” name as its
corporate name and the “hydramediagroup.com” asvaad name. It did not use
either of these marks, or any other HYDRA formatiwvarks, in connection with
any products and services presented to the publicing this time, Defendant’s
online affiliate advertising services was conduatader the name “LynxTrack”
and through the domain name “lynxtrack.com.” Iswet until 2005 that
Defendant re-branded its services under the “HYDHANA" mark. It was only
then that Defendant began using HYDRAMEDIA in coctien with any actual
services, such as its online affiliate marketingyises which overlap with the
online services offered by Plaintiff. Defendardriged of Plaintiff's senior rights
prior to the re-branding but Defendant proceedaavay recklessly disregarding
Plaintiff's rights, failing to retain qualified cosel to evaluate the infringement
risk and baselessly concluding that there wask®sdifiood of confusion.

The District Court found infringement by Defendanti'se of the
HYDRAMEDIA mark and also found that use of the marttominant word,

HYDRA, would likely lead to confusion as to all HYRA formative marks
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particularly in view of the similarity of goods asdrvices. These findings and
conclusions do not support the Court’s refusaljoie the Defendant from using
the HYDRA formative marks.

The evidence supports a conclusion that Defendarftingement was
willful as a matter of law. Defendant’s re-brangliafter notice of Plaintiff's
senior rights, brought it closer to rather tharitfar from Plaintiff's trademark and
service mark uses. Defendant willfully acted amcktessly disregarded Plaintiff's
rights. Defendant is a significantly larger maréeminant junior user of the mark
which sought to usurp Plaintiff’'s mark. This ish& type of willful conduct that
the doctrine of reverse confusion is designed tbregs. No intent to usurp

goodwill is needed to establish willful infringenten reverse confusion cases.

[I.  THE DISTRICT COURT ERRED IN FINDING DEFENDANT DI D
NOT ACT WILLFULLY IN RE-BRANDING ITSELF WITH
HYDRAMEDIA’'S REGISTERED MARK

A. Defendant Knowingly Re-Branded Itself with Plaintff's
HYDRAMEDIA Mark

It is undisputed Defendant knew of Plaintiff’'s Retgation for
HYDRAMEDIA CORPORATION as well as Plaintiff's usd the
“hydramedia.net” domain name prior to Defendan082 re-branding which
included the adoption of the “hydramedia.com” damaame. Prior to that time,

2
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Defendant had used “Hydra Media Group” as the nahaediversified holding
company which offered services and products undgous other names and
marks such as LynxTrack. It was not until the 28&branding that any of
Defendant’s actual services were presented toubigounder the mark
HYDRAMEDIA. [Compare ER 1314 with ER 1327]

Throughout this case, Defendant has falsely claithatlit adopted
“hydramedia” - one word - in 2003. That is not ttase. Defendant continues its
misrepresentations before this Court. Defenddrisf at 27 Defendant
initially adopted and only used “Hydra Media Grdupever with goods or
services. [ER 1314] Defendant offered its intefpeted affiliate advertising
services at issue under the mark “LynxTrack” anchdim name lynxtrack.com
until the 2005 re-branding. [ER 1710-11; 1327]

The District Court erred in assuming, without evide, that Defendant’s
pre-2005 uses were as source identifying markgdods and/or services. The
likelihood of confusion analysis must be condudietiveen competing uses of
trademarks and service marks in connection witkiqudar goods or services (in

addition to the other factors, such as channelsadk, etc.).AMF Inc. v.

'Defendant claims it “used variations of HYDRA masksce at least 2004”
but fails to cite any evidence in the record suppgrthat claim.
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Sleekcraft BoatH99 F.2d 341, 352 {9Cir. 1979). Defendant never used
HYDRAMEDIA or any other HYDRA formative marks asattemarks or service
marks before 2005 which is long after Plaintiffdo@tion and use of the
HYDRAMEDIA service mark.

Defendant’s 2005 decision to use HYDRAMEDIA asaperating name
and “hydramedia.com” as its internet domain nawes made without any
meaningful investigation into the likelihood of dasion it might cause.
Defendant admitdt was aware of Plaintiff's trademark rights whiemade its
decision to re-brand. Defendant gave no consigerad Plaintiff's rights or the
obvious damage likely to be suffered by Plaintiéfrh concurrent use of
“hydramedia.net” and “hydramedia.com.” None otthas been disputed by
Defendant. These facts support a finding of wihllfdringement. The onus

should be on the junior user, knowing of the PI#istrights, to select a mark

2 Which it was still using in October, 2008, oveyear after the
Infringement Order. [ER 1525-26, 1593-94]

*Defendant initially denied knowledge of Plaintiffiedemark rights but
after the Infringement Order, and on the eve offitisé¢ trial setting, changed its
position and claimed that it not only knew of Ptdfis rights but had obtained
advice of counsel. See Opening Brief at p. 10e Drstrict Court failed to take
into account the bad faith of Defendant in iniffadienying knowledge of
Plaintiff's rights when considering whether the Bradant acted willfully.
Defendant’s contradictory positions are matters, ésthe very least, should have
been allowed to go to a jury.



Case: 09-55237 04/07/2010 Page: 13 0of 53  ID: 7293702 DktEntry: 25-1

which does not infringe or suffer the consequen&=e Plough, Inc. v. Kreis
Labs, 314 F.2d 635, 639 (9th Cir. 1963) (“An infringaust keep a fair distance
from the “margin line.”)
B. Defendant’'s Conduct in Re-Branding Itself and Usig Plaintiff's
HYDRAMEDIA Mark in Connection with Similar Internet Based
Services Must be the Focus In Evaluating Defendarg’Bad Faith
Throughout this litigation Defendant has repeatedigmpted to shift the
focus from its conduct at the time of the re-bragdio its initial use of “Hydra
Media Group” as its company name to argue it adbpseinfringing mark in good
faith: “Defendant’s ‘good faith in adopting andtially using their mark is not
impugned by any knowledge which they might haubsequentlyeceived of’
Plaintiff's mark.” Defendant’s Brief at 28, cititgvon Shoe Co. v. David Crystal,
Inc., 279 F.2d 607, 610-11 (2d Cir. 1960). Howeveigmto the re-branding,
Defendant had not used any form of “HYDRAMEDIA” asnark to identify the
source of services that overlapped with those aiEff. Defendant is falsely
claiming it adopted and initially used the HYDRAMEDand other HYDRA
formative words as trademarks and/or service maiiks to 2005.

The relevant time frame for determining Defendagted faith is when it

adopted a potentially confusitiademarkor service markot its adoption of a

name for its holding company, or such holding conyymdomain name. Viewed
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in that context, Defendant’s conduct was willfuefendant had knowledge of
Plaintiff's senior rights; failed to conduct any amengful investigation as to
likelihood of confusion; failed to obtain advicefn a qualified counsel; and
recklessly disregarded Plaintiff's rights.

C. Despite Knowledge of Plaintiff's Rights DefendanDid Not Seek
or Obtain Any Opinion from Qualified Trademark Coun sel

Defendant falsely claims that it sought an opirfram a qualified
trademark counselDefendant’s Brief at 32. Defendant does not giewany
record cite for its claim.

Defendant actually admits “[b]ased on in-house selia conversation with
a trademark specialist, a review of Defendant’giatié marketing services versus
Plaintiff's services as stated in its federal r&gison and as shown by a review of
Plaintiff's website Defendant concluded did not infringe Plaintiff's mark.”
Defendant’s Brief at 32. Defendant seeks to méstea Court by failing to
disclose that the so-called “conversation” withrademark specialist” was no
more than an informal conversation between formerdchool classmates.
Defendant fails to disclose that no opinion wasgsbwr given. [ER 942-945]
The “outside counsel” was deposed and testifieceundth that: (1) she was never

hired to provide any legal advise regarding Defe’dantent to use the
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HYDRAMEDIA name, and (2) no such legal counsel wasr provided to
Defendant. The specific testimony was as follows:

Q Okay. Were you asked to conduct any type
of infringement Analysis regarding the Senior Udsrg]
use of the Hydra Media mark versus what use waggbei
made or intended to be made by Mr. Gordon's
[Defendant’s in house counsel] company?

A No.

Q Were you hired to provide any type of legal
advice or opinion as to whether or not Mr. Gordon’s
company Hydra Media Group, their use of the name
Hydra Media in anyway infringe the right of the ym
client HydraMedia Corporation?

A No.
Q These conversations that you had with Mr.
Gordon, the one or two times on the telephoneydid
ever bill Mr. Gordon for you time in that regard?
A No.
Q Was there any type of retainer agreement
ever entered into between you or whatever firm iy@y
have been working for, and Mr. Gordon's company?
A No.
[ER 1050-1057 (Steiner Depo., pp. 20:25 - 21:20126 27:6, 28:2 - 29:11,
34:22 - 35:6)] The District Court acknowledgedasch: “Plaintiff also points to

the deposition of outside counsel Steiner, wheest#tat she was not retained by
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Defendant or Gordon to give a legal opinion, did canduct any type of
infringement analysis as to HYDRAMEDIA, and did rastalyze any facts
regarding Hydramedia.” [ER 46]

Defendant’s self serving “conclusion” of no likedibd of confusiofiwas
not based on analysis or even a consideratior of #ie relevant factors, let
alone the issue of reverse confusionThe only factor Defendant cited in support
of its erroneous conclusion there was “little likelod of confusion” was there
was no “relationship between the parties’ servicde District Court never
evaluated whether considering but one factor ohtlmaerous factors relevant to
an infringement analysis - especially where in-leocsunsel was put on notice
that various factors are to be considered undeSkbekcrafcase - was
objectively reckless. [ER 1024-25, 1036].

The District Court stated “even assuming an infeeeof negligence here,

objective recklessness requires more than meréesaress by counsel in a

“In fact, Defendant’s in-house counsel acknowledatddast a “small” risk
of a likelihood of confusion existed and that heiaed Defendant of that risk [ER
1040 (Gordon Depo pp. 71:17-72:2)].

*Defendant’s in-house counsel, Jared Gordon, tedtife had no experience
in trademark matters, was not an expert in tradk@ad was only “vaguely
aware” of the standards in evaluating trademankngément. [ER 942 - 943;
1036 (Gordon Depo, pp. 13:19-21:25; 41:17-21)]
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trademark inquiry.” [ER 48 at lines 9-11] The ist Court failed to make the
correct inquiry into whether Defendant’s allegeliarece was reasonable. It was
not objectively reasonable to rely on a casual eosation with non-retained
counsel who was never apprised of all the factscamdiucted no analysis or
investigation.SRI Int'l, Inc. v. Advanced Tech. Lalis27 F.3d 1462, 1465 (Fed.
Cir. 1997) (“The court will determin@hether the advice of noninfringement . . .
could have reasonably been relied,cand whether, on the totality of the
circumstances, exculpatory factors avert a finaihgillful infringement.”
[emphasis added]). The focus must be on the rebtamess of Defendant’s
alleged reliance, not the quality of any claimeghleadvice.SRI Int'l,127 F.3d at
1465. Advice of counsel that is incompetent carsgove to negate a finding of
willfulness. See Chiron Corp. v. Genentech, In268 F. Supp. 2d 1117, 1121
(E.D. Cal. 2002kiting Comark Comm., Inc. v. Harris Cord56 F.3d 1182, 1191
(Fed. Cir. 1998).

Defendant argues “the District Court accepted $skaking advice of
counsel entered into the totality of circumstaneggmrding willfulness.”
Defendant’s Brief at 32-33. Plaintiff agrees ihdaut Defendant did not seek such
advice, did not retain counsel and did not obtaiy advice. In fact, failing to

follow through and obtaining an actual opinion aeftaving an informal telephone
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conference with trademark counsel gives rise tmBarence that such opinion
would not have been favorable. If the failure bdain an actual opinion in the
face of knowledge of Plaintiff's rights and the g@oatial for infringement was not
enough to find willful infringement as a matterlaiv then, at the very least, the
issue should have been presented to a jury.

Having knowledge of Plaintiff's senior trademaights; knowing enough
to know that specialized knowledge and experieaceecessary to evaluate
infringement risk and failing to retain such cour@eto obtain an opinion; and an
admitted recognition by its in-house counsel that¢ was at least some
likelihood of confusion; and then choosing to willf re-brand itself to use the
very mark Plaintiff uses and had objected to, alé ageseveral other confusingly
similar marks, all support a finding of Defendam/dlfulness as a matter of law.

D.  Willful Infringement Does Not Depend on a Findingof “Benefit”
to the Infringer

Defendant argues “Nothing in the record indicate$eddant acted in a
deliberate, false, misleading, or fraudulent marsueh that it received any
benefit from Plaintiff's prior use of the HYDRAMEDA mark.” Defendant’s
Brief at 27 (emphasis added). However, no suclefteto the infringer is

required: “[T]he fact that Terabyte did not prdfiim the sale of infringing goods,

10
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if it be a fact, did not preclude the district cofnom awarding damages/htel
Corp. v. Terabyte Intern., Inc6 F.3d 614, 621 (9th Cir. 1993).

In a reverse confusion case, such as here, thacensed to find intent to
trade off of the goodwill of the senior user in erdo find willful infringement,

because intent to palm off is not an issue.

In a reverse infringement case, like ours, thereis
guestion of palming off, since neither junior nensr
user wishes to siphon off the other’s goodwill. The
guestion in such cases is whether consumers doing
business with the senior user might mistakenlyeveli
that they are dealing with the junior user.

Dreamwerks Production Group, Inc. v. SKG Stud4? F.3d 1127, 1130 (9th Cir.
1998). As this Court noted in tidreamwerksase:

Absence of malice is no defense to trademark
infringement: In “Through the Looking Glass” we are
told the walrus shed copious tears as he devoteed t
innocent oysters who had accepted his invitatiostrall
along the beach. He meant them no harm, of cohlese.
merely wished to eat them. 3 J. Thomas McCarthy,
McCarthy on Trademarks and Unfair Competition 8§
23:124 (4th ed.1997) (quotingaundry Operating Co. v.
Spalding Laundry & Dry Cleaning Ca383 S.W.2d 364,
366 (Ky.1964)).

Id. at 1132. Since intent to trade on goodwill or palfifnis not an element of

reverse confusion cases, it is also not an elefoemtillful infringement.

11
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There is always harm to the trademark owner whathemeasurable in

benefit to the infringer or not.

It seems scarcely equitable . . . for an infriniger

reap the benefits of a trademark he has stolen,

force the registrant to the expense of litigation,

andthen escape payment of damages on the

theory that the registrant suffered no loss. To

iImpose on the infringer nothing more serious

than an injunction when he is caught is tacit

invitation to other infringement.
N.Y. State Soc'y of CPA's v. Eric Louis Asstig F.Supp.2d 331, 356 (S.D.N.Y.
1999) (internal citation omitted, emphasis addedg alsd’layboy Enterprises,
Inc. v. Baccarat Clothing Cp692 F.2d 1272, 1274-75"(€ir. 1982) (“where
trademark infringement is deliberate and willfutlb¢éhe trademark owner and the
buying public are slighted if a court provides meaer remedy than an injunction

... the trial court’s primary function should cent® making any violations of the

Lanham Act unprofitable to the infringing party”).

[ll. DEFENDANT'S CONDUCT WAS OBJECTIVELY RECKLESS
Ignoring the many issues, arguments and factsd-amsthe Opening
Briefing, Defendant argues “Numerous facts in #eord support the District

Court’s conclusion that Defendant did not willfuliyfringe under the ‘objectively

12
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reckless’ standard.” Defendant’s Brief at 29. Heer, Defendant’s recitation of
those facts is out of context and the record estadd Defendant’s infringement
was willful.

For example, Defendant claims good faith becauss gfior and
concurrent, similar uses which it claims were nedlgected to by Plaintiff.
Defendant’s Brief at 29. However, the record desti@tes that Defendant had
not made “trademark uses” of any of those similarks.

Defendant’s good faith or objective recklessnesstrna measured at the
time of its adoption and use of the at-issue mask4rademarks” regarding the
internet based services in common between theegarWillful infringement
occurs whenever the defendant adopts an infrinyacemark with actual
knowledge of the other’s mark, even if the infrimgimark was independently
made. Big O Tire Dealers, Inc. v. Goodyear Tire and RubBGe., 561 F.2d 1365
(10th Cir. 1977), cert. dismissed, 434 U.S. 10578). In this case that would be
when Defendant re-branded its “day to day operatiorcluding its internet based
services from LynxTrack to Plaintif's HYDRAMEDIA ark in 2005.

Plaintiff was a senior user with a Federal Regigtrafor HYDRAMEDIA

CORPORATION which described the services coveredethy as follows:

13
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Computer consultation for individuals and businesse

how to access and use a global computer network for

personal and business useomputer software design

for others, in the nature of developing and custamgi

computer softwarér accessing, providing information

to, and obtaining information from a global compute

network design of computers for othetsysting the

web sites of others on a computer server for a glob

computer network[emphasis added]
Defendant does not and cannot deny its use of @atemnetwork and software to
match up advertisers with web sites on the Intematform of accessing and
using “a global computer network for personal aodibess use” as well as
“accessing, providing information to, and obtaininfprmation from a global
computer network” - the only difference is that #pecific “information”
provided by Defendant was in the nature of advedgisopy and “links” to other
web sites.

The District Court never addressed whether it veasonable for Defendant
to conclude its services were different than Pitjriét alone whether it was
reasonable for Defendant to address only one dsléekcraffactors even though
Defendant’s in-house counsel admittedly knew tlhweeee other factors to be
considered. [ER 942-43%RI Int'l,127 F.3d at 1465.

Defendant further argues it did not act with willblindness because it

investigated “upon learning of the existence ofrRitk and its registration.”

14
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Defendant’s Brief at 33. That investigation clgadised questions as to whether
there was a likelihood of confusion and Defendacdsnsel admits he concluded
that there was at least some risk of confusion. R 1040] Defendant
nonetheless did NOT evaluate fully that risk andidt not obtain any actual
opinion from qualified counsel after full disclosuwhich showed the appropriate
consideration was given to all the facts, factord sues concluding there was no
likelihood of confusion. That was reckless disrelgaf Plaintiff's rights, if not
willful blindness. In fact, there is a strong irdace that having informally talked
to an outside counsel, the only reason Defendanali follow through and get an

actual opinion of counsel was that it did not deat that opinion would be.

Willfulness can be established by evidence of kmgwi
conduct or by evidence that the defendant acteud ‘ait
aura of indifference to plaintiff's rights”-in othevords,
that the defendant willfully blinded himself to fachat
would put him on notice that he was infringing drests
trademarks, having cause to susped®hilip Morris
USA Inc. v. Banh2005 U.S. Dist. LEXIS 43113, at *20
(C.D.Cal.2005)see also Louis Vuitton S.A. v. |.8&5
F.2d 584, 590 (7th Cir.1989) (“[I]t is enough hat the
defendant failed to inquire ... because he wasdatfa
what the inquiry would yield.”). “To be willfully lind, a
person must suspect wrongdoing and deliberatdlycfai
investigate.Hard Rock Café Lic. Corp. v. Concession
Servs,. 955 F.2d 1143, 1149 (7th Cir.1992).

Philip Morris USA Inc. v. Liu489 F.Supp.2d 1119, 1123 (C.D. Cal. 2007).
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The District Court accepted Defendant’s argumemtbe abstract and never
conducted a proper analysis regardingSheekcraffactors other than as to the
HYDRAMEDIA mark. Worse still, the District Courtsonclusion that
“[Defendant] could not have anticipated that thi& DRAMEDIA] mark, by
itself, was infringing, in light of [Defendant’syyr and concurrent, similar uses”
was not an argument ever raised by Defendant Bte¢ad was an argument
thought up and foisted upon Defendant by the Ris@ourt. [Opening Brief at

23-28] The District Court should not have joined ttefense team.

IV. THERE IS NO REQUIREMENT THAT A TRADEMARK
PLAINTIFF MUST MOVE FOR A PRELIMINARY INJUNCTION
OR RELINQUISH ANY CLAIM OF WILLFUL INFRINGEMENT

Defendant claims exoneration because of Plaintiffilsire to seek a
preliminary injunction as supporting a finding Dediant did not act objectively
reckless. There is no legal basis for such annaegi and none is cited. The
focus for a willfulness determination is when Deafant, knowing of Plaintiff's
trademark rights, re-branded its internet basedees to HYDRAMEDIA in
2005, not after the litigation began. Thus, whetbefendant moved for a

preliminary injunction after the Infringement Ordsitotally irrelevant to
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Defendant’s willful infringement prior to that timdt also should have no bearing
on Defendant’s continued use of the enjoined mariksadomain and internet

address after it had be judicially determined theth use was infringing.

The District Court erred in penalizing Plaintiffrfoot seeking a preliminary
injunction. Preliminary injunctions require a gagtof a bond; something not all
plaintiffs can afford. Preliminary injunctions gsermissive, not mandatory
remedies. Whether or not Plaintiff moved for alipmmary injunction has
absolutely nothing to do with Defendant’s goodHaiDefendant clearly knew
Plaintiff objected to its use of the HYDRAMEDIA ntafand should have known
that included any confusingly similar marks as yvatid that Plaintiff had sued

and was vigorously prosecuting the action for ngement.

Defendant’s continued use of the mark after theérdtsCourt’s finding of
infringement is especially specious and suppofiisding of willful infringement®

The willfulness of Defendant’s conduct after th&igement Order should have

°®Here, the time period in question is after the disCourt entered a
summary judgment order finding infringement. Thws,are not simply talking
about post-litigation conduct, where the defenaaay still maintain a colorable
belief that its conduct was not infringing, but doit after an express finding by
the District Court that Defendant’s use of the HYANREDIA mark infringed
Plaintiff's rights.

17
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been weighed on its own terms, and not by thenfgnoif when Plaintiff sought an

injunction.

Defendant’s reliance on tl@eagatease is misguidet Seagateecognizes
that provisional remedies are permissive and roptired. Sweetheart Cup Co.,
Inc. v. Buchberg Investment Holdings, .I005 WL 1515405, *5 (S.D. N.Y.
June 23, 2005), confirms that “Nothing in the laguires that a party seeking a
permanent injunction also seek a preliminary infiorc” Seagatanerely
recognized that the amount of damages plaintéhistied to may be impacted by
whether it sought a preliminary injunction to cagsssation of the wrongful
conduct. There is simply no basis to r&mhgatdo mean that a Defendant is
entitled to continue the wrongful conduct becauseBff did not seek a

preliminary injunction.

There is certainly no colorable argument Defendantmake for continuing

its infringing conduct after the District Court hasgpressly found infringement.

In re Seagate Technolog§97 F3d 1360, 1371 (Fed. Cir. 2007).
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V.  PLAINTIFF TIMELY OBJECTED TO OTHER HYDRA
FORMATIVE MARKS WHEN DEFENDANT ADOPTED THOSE AS
MARKS TO REPLACE HYDRAMEDIA

Defendant argues Plaintiff failed to timely objéztDefendant’s use of
HYDRA and HYDRA NETWORK® Defendant has not cited one piece of
evidence showing it ever used HYDRA to identify Hoirce of goods or services
(as opposed to simply a short hand way of referanigydra Media Group in
describing itself in a company profile). Nor hasf@dant cited any evidence
reflecting any use of HYDRA NETWORK prior to the@®re-branding of

Defendant’s operations under the HYDRAMEDIA mark.

The only evidence before the District Court regagdany earlier use of
these names was the self-serving conclusory déiclaraf Zac Brandenberg,
which Plaintiff objected to [ER 1655-1666], and whapear to be archived pages
from its company website. No advertising materiptess releases nor any other
marketing or other materials directed to consumen® presented showing any
actual use of “Hydra” by itself as a service makléast not until the second re-

branding addressed below). In fact, it is cleanfithe pages presented that no

®Interestingly, at no time prior to the October 20@@tation by the District
Court did Defendant ever argue it thought it causé the HYDRAMEDIA mark
because Plaintiff had not expressly objected taiteeof “HYDRA” or “HYDRA
NETWORK.”
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services were being directly offered, but that theginstead merely a company
profile for a holding company. [ER 1312] As refied by the dates of the archive
pages making up Exhibit A [ER 1309-1319], from theeption of the company
through the re-branding in May of 2005, the int¢io@sed affiliate marketing was
done under the “LynxTrack” service mark. Defendstiit has not cited any actual
evidence showing HYDRA was ever separately usedtrademark since prior to

the second re-branding in late 2007.

Between Defendant’s re-branding its operations 4BRIAMEDIA in 2005
and its second re-branding after the Infringemane®when Defendant shortened
its operating name to HYDRA toward the end of 20D&endant did use
‘HYDRA NETWORK?” but its internet based services westill promoted and
marketed to the public under the HYDRAMEDIA marktias “HYDRA
NETWORK.” [ER 1544-46,1712-1747] HYDRA was sdimees used as a short
hand reference to HYDRAMEDIA, and was not used aa@mark or service
mark (at least not until the second re-brandiriggfendant has not cited to even a
single document that reflects that it ever publicked HYDRA NETWORK to
advertise its services; rather, all advertising wager the HYDRAMEDIA mark
and HYDRAMEDIA.COM and all the evidence before beurt reflected that

HYDRAMEDIA was the name that was presented to tinglip in connection with
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the internet advertising services at issue. [ERR1T247] Put simply, the public
face of Defendant’s “affiliate marketing” serviceas HYDRAMEDIA and those
services were offered through its HYDRAMEDIA.COMémet domain name.

[ER 1326-27]

It was not until the second re-branding at the @207 that Defendant
first used HYDRA to identify its services to thelyhis. [ER 1768] Defendant
simply shortened its public face from HYDRAMEDIA YDRA. This was not
a safe distance from Plaintiff's mark and showsdbdant’s bad faith. An
infringer must keep a fair distance from the “margme.” See Plough, Inc. v.
Kreis Labs, 314 F.2d 635, 639 (9th Cir. 1963). In any ey@tdintiff contested
Defendant’s use of HYDRA after the second re-bragdimmediately upon

learning of it.

Defendant also makes much of the fact the Comptathhot specifically
allege infringement by HYDRA and HYDRA NETWORK. a&his because
neither appeared as being used as a trademarkvaresmark; HYDRAMEDIA
was the name, and hydramedia.com was the domaia,through which
Defendant conducted its infringing activities at tihme this suit was filed. Again,

until the second re-branding at the end of 2007eeant has not shown that
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‘HYDRA” was ever separately used in promoting aopds or services to the

public.

Nevertheless, a party is not limited to the allexyet of its complaint, as
amendment will be allowed to conform to proof. FlRe@iv.P. 15(b)Dunn v.
Trans World Airlines, Ing 589 F.2d 408, 412 (9th Cir. 1978) (“Under Rub€k),
which permits amendments to be made to pleadingsritorm to the evidence
adduced at trial, an amendment may be made atraayoh the motion of any

party, even at the appellate level.”).

Plaintiff included exhibits regarding Defendantanme change from
HYDRAMEDIA to HYDRA as part of the Joint Exhibit k&t submitted to the
Court on February 18, 2008. [ER 1673-79] Onenoke Exhibits was the late
2007 announcement of the name change Defendanbsettt its customers
expressly stating Defendant was merely shortergtname to just plain Hydra”
which evidences Defendant was attempting to coataruassociation with the
previously used HYDRAMEDIA mark. [ER 1768] Plafhalso conducted
discovery regarding Defendant’s activities and rnesss regarding the new

HYDRA name after the District Court had continubd trial date, without
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objection by Defendant. [ER 1769-84] AdditiipaPlaintiff's expert report

addressed Defendant’s sales under the HYDRA mark.

Defendant’s argument it was denied the opportunityonduct discovery
regarding the HYDRA and HYDRA NETWORK marks is leeliby the fact that
Plaintiff served discovery and expert reports rdgay those marks without
objection from Defendant. Defendant did litigatege issues in connection with
Plaintiff’'s Motion for Summary Judgment regardingfBndant’s Continuing
Infringement as well and the Motion For Preliminémpunction. [ER 39-65;

1117-18; 1120-87; 1305-07; 1328-29; 1494-1501, 158P9; 1818-60]

Thus, contrary to the findings of the District Coand the arguments by
Defendant, Plaintiff squarely placed HYDRA and HYBRIETWORK in issue
shortly after learning of Defendant’s second realdrag to the shortened HYDRA
mark? Defendant has not shown any delay by Plaintifpecifically placing

these marks in issue, or any prejudice therefraich $hat Plaintiff's claims

° Defendant chastises Plaintiff for having relied‘distorted documents”
from the first motion for summary judgment in itcend motion. Defendant’s
Brief at 37-38. Defendant did not challenge thdseuments until the second
round of summary judgment motions in October of2(Q8R 1910-11] It was not
until the District Court essentially instructed Peflant to make arguments about
other “hydra” variations, that Defendant finally deaany objection or arguments
about the earlier evidence.
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should be barred. Courts have recognized two ¢brefs of prejudice in the
laches context-evidentiary and expectations-bagsttentiary prejudice includes
such things as lost, stale, or degraded evidemagitimesses whose memories
have faded or who have diedackson v. Axtqr25 F.3d 884, 889-90 (9th Cir.
1994);Trs. for Alaska Laborers-Constr. Indus. Health &Seund v. Ferrell 812
F.2d 512, 518 (9th Cir. 1987). A defendant mayp alemonstrate prejudice by
showing that it took actions or suffered consegastrthat it would not have, had
the plaintiff brought suit promptlyJackson, supra25 F.3d at 889. There can be
no prejudice here, because Defendant re-brandédwitknowledge of

Plaintiff's rights. Moreover, Defendant did notase using the infringing marks
despite receiving a cease and desist letter frammtff. There is no indication
Defendant would have acted any differently if Plifitnad expressly asserted its
claims for infringement as to HYDRA and/or HYDRA N&/ORK any sooner

than it did.

Neither the District Court nor Defendant has ewerducted an analysis

addressing laches or estoppel.
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VI. THE DISTRICT COURT’'S FINDING REGARDING PLAINTIFF 'S
REVERSE CONFUSION ARGUMENT WAS ERROR

Defendant falsely claims that Plaintiff first brdutgip a claim of reverse
confusion in its second summary judgment motioevdRse confusion was raised
in Plaintiff's first Motion for Partial Summary Jgdhentwell over a year prior to

the second round of summary judgment motions

Defendant boasts that it “is one of the fastesivgrg
companies in the country.” Opp at 3:25. Howetteait
serves to underscore the great harm that Defersdant’
adoption and use of Plaintiffs HYDRAMEDIA mark
has caused to Plaintiff. Even though HYDRAMEDIA
was first to adopt and use the mark, given the
commercial success the Defendant has been abé&rto g
using Plaintiff's mark, Plaintiff may now very wedke
viewed as the infringer by anyone seeing Plairgtiffse
of its mark. Thus, in addition to forward confusion, the
Defendant has also committed reverse confusion and
has totally destroyed the value of Plaintiff’'s madad

its Federal Registration as a source identifier for
Plaintiff's services.

[ER 466-67 ]

Plaintiff also raised the issue of reverse comfisn its initial
Memorandum of Contentions of Fact and Law datedu&aly 18, 2008 at page
4:1-6, submitted in conjunction with Plaintiff'sggaration for the March 2008
trial date. [ER 693]. This evidence and Plaitgifissertion of “reverse

confusion” was cited to the District Court in Plaits October 13, 2008, Reply
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Memorandum of Points and Authorities in Supporvattion for Partial Summary
Judgment re Continuing Infringement, Willful Infgament and No Advice of
Counsel [ER 1226-27]. The District Court committéear error by ignoring the
foregoing evidence and ruling Plaintiff’'s reversmfusion argument was not

timely raised.

Defendant also argues the District Court found itRiti has not presented
evidence that its market has been overwhelmedaartgped’ by competition from
Defendant’s product.” That is also not true. Thstrict Court previously made
the express finding that “Defendant’s infringemehthe mark Hydramedia
harmed Plaintiff by destroying its good will angbugation.” [ER 54; Order at
16:11-13] Plaintiff had submitted evidence thdtat be over-run by Defendant’s
use and advertising and that he was unable to am@kbeadway because of the
rampant confusion he was suffering in the markegl&aul Salzman, one of
Plaintiff's founders testified about the confusto&was experiencing in the
market place and how his company was forced toesukis efforts to directly
enter the “affiliate marketing” business as a priaador rather than as a
consultant regarding those services. See, Salzreals Dn support of first and
second summary judgment and preliminary injunctji@iR 89-92; 947-49; 1457-

1461]

26



Case: 09-55237 04/07/2010 Page: 350f53 ID: 7293702 DktEntry: 25-1

Moreover, it must be remembered that the Distrmti€s ruling was made
in the context of Plaintiff seeking summary judgmirat Defendant willfully
infringed Plaintiff's mark, and reverse confusiamyided as one basis for the
infringement claim. In the context of Plaintiff'sotion, even if Plaintiff's
evidence had been lacking, that should have meseslylted in a denial of
summary judgment to Plaintiff, not a grant of sumyrjadgment in favor of

Defendant.

Put simply, the District Court committed clear erpgy not applying the
doctrine of reverse confusion to find Defendantfulily infringed Plaintiff’s
HYDRAMEDIA mark or, at the very least, allowing th®issues to be decided at

trial.

VII. PLAINTIFF WAS NOT GRANTED COMPLETE RELIEF

Defendant asserts the District Court’s order emgrbefendant’s use of
only the HYDRAMEDIA mark while allowing Defendand tontinue using
HYDRA and HYDRA NETWORK afforded Plaintiff completelief. This is akin
to enjoining an infringer’s use of “Disneyland” idallowing the infringer to use

“Disney” and “Disney World.”
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Defendant claims the District Court could not hawgined all “colorable
imitations” of the HYDRAMEDIA mark because such‘apen ended and ill-
defined injunction would run afoul of Federal RofeCivil Procedure 58.”
Defendants Brief at 49. Defendant is simply wromghe law. In cases where the
infringing use is for a similar service, as hemadal injunctions are especially
appropriate.Century 21 Real Estate Corp. v. Sand8d6 F.2d , 1175, 1180-81
(9" Cir 1988). Moreover, courts regularly enjoin trse of “colorable imitations”

of a trademark.

The district court enjoined Shilon from usinfany
counterfeit, copy, ocolorable imitationsof the
trademarks of Plaintiff Levi Strauss & Co. thatikely
to cause confusion.”. The district court acted well
within its discretion in granting injunctive relief

Levi Strauss & Co. v. Shilof21 F.3d 1309, 1314 (Xir. 1997) (emphasis
added). See als®. C. Johnson & Son, Inc. v. Drop Dead @4.0 F.Supp. 816,
821 (S.D. Cal. 1962) (enjoining use of “colorabtetation” of marks). In fact, the
Lanham Act itself prohibits the use of “colorabieitations” of a registered mark.
See 15 U.S.C.A. § 1114(1) (prohibiting use in commaef any colorable

imitation of a registered mark).
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Such protection is needed, because likelihood ofusion “is not limited
only to confusions as to the source or origin addg Rather, the appropriate
inquiry is whether the average purchaser wouldKketyl to believe that the
infringer’s product has ‘some connection’ with thedemark owner."Grey v.
Campbell Soup Co650 F.Supp. 1166, 1173 (C.D. Cal. 1986), aff'd 837d 197

(9th Cir. 1987).

A trademark plaintiff is “entitled to effective ref; and any doubt in respect
of the extent thereof must be resolved in [thentitiis] favor as the innocent
producer and against the [defendant], which has/shxy its conduct that it is not
to be trusted.”William R. Warner & Co. v. Eli Lilly & Co265 U.S. 526, 532, 44
S.Ct. 615, 617, 68 L.Ed. 1161 (1924). Plaintifiswent afforded effective relief,
because the District Court allowed Defendant taiooe to use colorable
imitations of Plaintiff's registered trademark aftending Defendant to be in

infringer.

Once there has been a finding of infringement,eas,ithe Defendant has a
duty to keep a “fair distance” from the registeneark which it has infringed.
Wolfard Glassblowing Co. v. Vanbradt]l8 F.3d 1320, 1322 -1323"(@ir.

1997);Plough, Inc. v. Kreis Labs314 F.2d 635, 639 (0Cir. 1963) (An infringer
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must keep a fair distance from the “margin line Adopting an abbreviation of
the infringed mark is not a fair distance. As pssor McCarthy notes, there is a

modern tendency to abbreviate marks:

Abbreviating Terms. The common propensity to
abbreviate terms can contribute to a finding odliyk
confusion when parties drop qualifying words, leayvi
only the confusingly similar root terms. For exaenp
senior user Schering Corporation was abbreviated to
“Schering” and junior user Schering AG was abbrda
to “Schering.” “The names Schering and ScheringiAG
effect are the same; the addition of the geographic
designation has no effect.”

4 J. Thomas McCarthy, 8&CARTHY ON TRADEMARKS AND UNFAIR COMPETITION
(4th ed.) 823:50 (Citingchering Corp. v. Schering Aktiengesellschétt F.
Supp. 175, 4 U.S.P.Q.2d 1596 (D. N.J. 1987), remdndthout op., 870 F.2d 652

(3d Cir. 1988), on remand, 709 F. Supp. 529 (D. No38).).

Defendant claims “the District Court could not feshrelief regarding
HYDRA and HYDRA NETWORK service marks because ‘gagties did not
brief or present evidence as to whether therdikeeBhood of confusion as to
Hydramedia versus the mark Hydra, Hydra Networkl, e other hydra

variations.” Defendant’s Brief at 50. Nothing ¢dbe further from the truth.
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Once there is a finding of infringement there doesneed to be the same

infringement analysis for newly adopted marks kg frefendant.

The question is no longer trademark infringemens |
whether Zodiac's new lamp is a “colorable imitatioh
Wolfard’s lamp. We thus conclude that Wolfard, in
order to establish a violation of this consent decneed
not prove a likelihood of consumer confusion in the
same manner that we would require in a trademark
infringement case.

Wolfard Glassblowing Co. v. Vanbradtl8 F.3d 1320, 1322 {ir. 1997).
Zodiac admitted in the consent judgment that itgiwal Virgo Lamps infringed
Wolfard’s trademark. Zodiac should not then beeablmake minimal changes in
its product in order to test the outer boundarfehat judgment; Zodiac had a

duty to stay well away from Wolfard’s trademark:

[A trademark infringer] should have its conductefally
scrutinized in future use and should not be alloveed
claim the same leniency accorded a good faith wher
starts use of the mark which the enjoined defenkdast
shifted to. Otherwise, the enjoined defendantaoul
simply make a tiny change and start a new trademark
contest all over again in the context of the cotem
hearing as to the use of the “new” format.

MCCARTHY ON TRADEMARKS 8§ 30.13[1] (1996); see alétskay Drugs, Inc. v.

Smith, Kline & French Labs188 F.2d 430, 432 {XCir. 1951).
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Defendant continued to infringe by simply shortenits infringing
HYDRAMEDIA name to HYDRA. Defendant did not eveiué its true intent,
boasting on its new website that it had simply f&&ieed our name to just plain
Hydra.” [ER 1768]° In doing so, Defendant changed the public fadésof
“affiliate marketing” services from HYDRAMEDIA to MDRA NETWORK and
its Internet domain from HYDRAMEDIA.COM to HYDRANBNORK.COM.
Defendant’s re-branding was not a “fair distanaetr Plaintiff's registered

mark !

Defendant’s “affiliate marketing” services wereer#d as HYDRAMEDIA
and those services were offered through its HYDRANAECOM Internet

domain name. Defendant did not present one docuim@nevidence that

This same exhibit [ER 1768] further reveals thatlevBefendant was
shifting its operations to a new domain name, hyeraork.com, it was also
continuing to use hydramedia.com in blatant disreéder the finding of
infringement: “hydramedia.com still works” and tlmnail addresses listed were
all “@hydramedia.com.”

1 Defendant misstates the record when it says th&i&ti Court stated
“Defendant’s use of HYDRA in the HYDRA and HYDRA NEVORK marks
‘weighs against finding them not a safe distance.” Ddgant’s Brief at 53 (italics
in original). The District Court actually staté¢efendants use of this component
[HYDRA] in Hydra and Hydra Network thereformeeighs towards a finding these
marks are not a safe distance from Plaintiff's Hyamedia mark” [ER 58-59
(emphasis added)]
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established that it ever publicly used HYDRA NETWO® advertise its
services; rather, all advertising was under the RAMEDIA mark and

HYDRAMEDIA.COM. [ER 1712-1747]

Furthermore, an appropriate injunction is requinece to protect the public.
An essential objective of the Lanham Act is to pobvthe public so it may be
confident that, in purchasing a product bearingigular trade-mark which it
favorably knows, it will get the product which #lkes for and wants to get.
Secondly, where the owner of a trademark has spenrgy, time, and money in
presenting to the public the product, he is pre@a his investment from its
misappropriation by pirates and cheats. S.ReplR83, 79th Cong., 2d Sess.,
reprinted in 1946 U.S.Code Cong.Serv. 1274. Sa®@tf| Order of Job’s
Daughters v. Lindeburg and C®33 F.2d 912, 918-19 (9th Cir. 1980);
Springfield Fire & Marine Ins. Co. v. Founders’ Ei& Marine Ins. Cg 115

F.Supp. 787, 792 (N.D. Cal. 1953).

The District Court’s injunction was too narrow tiboad Plaintiff effective
relief and to protect the public from confusion otlee source of Plaintiff's and
Defendant’s services. The failure to enjoin Defamts use of HYDRA and

HYDRA NETWORK was, therefore, an abuse of the esi€ourt’s discretion.
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VIIl. AS AMATTER OF EQUITY PLAINTIFF IS ENTITLED TO AN
AWARD OF DEFENDANT'S PROFITS AS A MEASURE OF
PLAINTIFF'S DAMAGES

A. The District Court Did Not Need to Find this CaseExceptional in
Order to Award Defendant’s Profits as a Measure oPlaintiff's
Damages

Willful infringement is not a prerequisite to ancaanting of a defendant’s
profits as a measure of a plaintiff's damages. Tusrt has cautioned against
such a requirementAdray v. Adry-Mart, Ing.76 f.3d 984, 988 {0Cir. 1995)

(“An instruction that willful infringement is a prequisite to an award of
defendant’s profits may be in error in some circtamses (as when plaintiff seeks
the defendant's profits as measure of his own dejtjagevenLindy Pen Co. v.
Bic Pen Corp, 982 F.2d 1400 {9Cir. 1993), did not so holdLindy Pen
acknowledged that the intent of the infringer waelavant factor for

consideration; not that it wasne qua noror an accounting of profits.

Even if willfulness was a prerequisite, Defendantsduct satisfies that
requirement. Defendant knew of Plaintiff's riglatsd deliberately adopted an
identical HYDRAMEDIA mark and virtually identicalanain name for related
internet-based services. Therefore, Defendantullinfringed Plaintiff's

HYDRAMEDIA mark.
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B. The District Court Abused its Discretion by Failing to Award
Defendant’s Profits as a Measure of Plaintiff's Damages

As discussed above, Defendant’s infringement wlifulvi Yet the District
Court denied Plaintiff any damages altogether.nByawarding damages, the
District Court is allowing Defendant to profit froits unlawful conduct and

encouraging infringement by others defeating topingoses of the Lanham Act.

It would seem fairly evident that the purposeshaf t
Lanham Act can be accomplished by making acts of
deliberate trade-mark infringement unprofitable.tie
case where there is direct competition between the
parties, this can be accomplished by an accoumnfing
profits based on the rationale of a returning etded
profits.

Maier Brewing Co. v. Fleischmann Distilling Coy390 F.2d 117, 123 {<Cir.
1968). The District Court should have awarded‘tinerted profits” to
compensate Plaintiff for having to sue to vindidéteights and discourage others
from engaging in infringement.

Defendant asserts “Plaintiff's CEO testified th&iRtiff suffered no harm.”
Defendant’s Brief at 45. The record cite refen@thy Defendant actually states
the exact opposite. Irrespective of whether Plaistiffered damage, there is no

excuse to allow Defendant to avoid the consequenicks deliberate infringing
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conduct. INN.Y. State Soc'y of CPA's v. Eric Louis Asst@ F.Supp.2d 331, 356
(S.D.N.Y. 1999), for example, where the infringadragreed to a permanent

injunction, the Court noted:

It seems scarcely equitable ... for an infringer teap
the benefits of a trademark he has stolen, force th
registrant to the expense of litigation, and thesaape
payment of damages on the theory that the registran
suffered no loss.To impose on the infringer nothing
more serious than an injunction when he is caugtadit
invitation to other infringement.

Id. (internal citation omitted); see alBtayboy Enterprises, Inc. v. Baccarat
Clothing Co, 692 F.2d 1272, 1274-75 (9th Cir.1982) (“wherelémark
infringement is deliberate and willful both thedeamark owner and the buying
public are slighted if a court provides no greaéenedy than an injunction the
trial court’s primary function should center on makg any violations of the

Lanham Act unprofitable to the infringing part}) (emphasis added).

C. Defendant’s Unclean Hands Claim Is No Defense Tts Liability
For Disgorgement of Its Il Gotten Gains

Defendant asserts that it should be excused fraimypdo disgorge its ill
gotten profits because Plaintiff used the statu®iymbol on its

HYDRAMEDIA mark when it had a registration only fefY DRAMEDIA
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GROUP. Defendant’s Brief at 47. An unclean hashelense may only be based
on bad acts relating the very claims at issue in the litigatioRuddruckers, Inc.
v. Doc's B.R. Others, InB26 F.2d 837, 847 (9th Cir. 1987) (“To prevaik th
defendant must demonstrate that the plaintiff'sdcmt is inequitable and that the
conduct relates to the subject matter of its cldingsiting CIBA-GEIGY Corp. v.
Bolar Pharmaceutical747 F.2d 844, 855 (3d Cir.1984), cert. denied, 41S.
1137, 105 S.Ct. 2678, 86 L.Ed.2d 696 (198B)lenburg v. Brockway, Inc763

F.2d 1091, 1097 (9th Cir. 1985) (emphasis add@&tiat is not the case here.

Plaintiff's inadvertent use of the registration $oh® on its website
occurred after the District Court granted summadgment to Plaintiff against
Defendant’s use of the HYDRAMEDIA mark. Defendamdcts giving rise to the
infringement claims at issue in this action obvigusad occurred prior to that
time. The Court had already ruled upon Plaintifffgingement claim. Thus, by
its very nature, the doctrine of unclean hands doespply here. Defendant was
never misled by Plaintiff's use and Defendant cakeno claim of any damage or
injury by it. Even if it did, such defense was aetimely or properly raised by
Defendant. Since the unclean hands issue was pewgerly before the District

Court, it could not have barred any relief othepndisie Plaintiff.
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IX. DISMISSAL OF THIS APPEAL IS NOT WARRANTED

Defendant accuses Plaintiff of misstating the rdcdronically, it is
Defendant which has deliberately sought to contheeDistrict Court throughout
this case, and now this Court. Defendant repeatesierted it chose the
HYDRAMEDIA mark in 2003, before it ever heard ofiitiff. However, the
record belies Defendant’s claims. Defendant cHB¥®RA MEDIA GROUP”
as the name for a holding company, not as a tradeona service mark.
Defendant did not use the HYDRAMEDIA mark to prozidny goods or services

to the public until 2005 when it ceased using tleekYiLynxTrack.”

In an attempt to avoid a finding of willfulness, f@adant originally falsely
denied all knowledge of Plaintiff's trademark regasion in 2005. After summary
judgment of infringement was entered against ifeDdant suddenly remembered
that it came across Plaintiff's registration whewas making its decision to re-
brand its services to HYDRAMEDIA from LynxTrack #005. Even more
conveniently, Defendant then asserted it had obthaudvice of counsel and
concluded there was no likelihood of confusionquimy into those claims
established that Defendant never obtained advice &ny qualified counsel and

in fact never even retained counsel to perforrménmigement analysis.
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Moreover, the evidence shows that Defendant’s ewhmuse counsel also
concluded that there was some likelihood of comiuseven though Defendant

swore that it had concluded otherwise.

Defendant seeks the harsh remedy of dismissakddpipeal for the
inadvertent use of the statutory symbol and allegedlepresentations of the
record. Dismissal of an appeal “for the misdeddsoansel is an extremely harsh

penalty.” People of Territory of Guam v. Rey&860 F.2d 940, 943 {SCir. 1986).

In the context of a civil rights proceeding, wetsth
“[b]ecause dismissal is so harsh a penalty, it khba
imposed only in extreme circumstanceRdiford v.
Pounds 640 F.2d 944, 945 (9th Cir. 1981) (citing
Industrial Building Materials, Inc. v. Interchemica
Corp., 437 F.2d 1336 (9th Cir. 1970)).

Reyes, supra800 F.2d at 943-44.

In DCD Programs, Ltd. v. Leightei846 F.2d 526, 528 {Cir. 1988), cited
by Defendant to support dismissal, the Court didaven discuss dismissal of the
appeal, but instead suspended the attorney frontipeabefore the Court for two
months. This is not such an extreme case as t@mahe harsh remedy of

dismissal.
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Defendant also asks the Court to dismiss the afgeealuse Plaintiff's
violations of the Federal Rules of Appellate Pragedand the Court’s local rules,
citing In re O'Brien, 312 F.3d 1135, 1136-37"{€ir. 2002). Defendant objects
that Plaintiff's Opening Brief failed to contairSsammary of Argument (FRAP
28(a)(8)), failed to provide the Standards of ReMERAP 28(a)(9)(B) and
Circuit Rule 28-2.5), and the Excerpts of Recordtam superfluous documents in

violation of Circuit Rules 30-1.1 and 30-1.5.

The failure to include the Summary of Argument &tandards of review
was inadvertent and apparently not noticed by tleek®f the Court or not a basis
for rejection of the brief. Iin re O'Brien in addition to the two omissions here,
the appellant’s brief did not contain a corporageldsure statement (FRAP
28(a)(1)), an appropriate jurisdictional statem&mRAP 28(a)(4)), or appropriate
references to the record (FRAP 28(a)(7) & FRAP P8émnd the Excerpts of
Record did not contain several key documents, tholythe notice of appeal
(Circuit Rule 30-1.3(a)(l)), a completed docketfrthe bankruptcy court and the
BAP (Circuit Rule 30-1.3(a)(ii)), or relevant expé&s of the trial transcript (or any
part of the trial transcript for that matter) (GirfcRule 30-1.3(a)(iv), (a)(vii)).In
re O’'Brien,312 F.3d at 1136. In fact, the appellant in ttzste did not even

include the order appealed from in violation ofdDit Rule 30-1.3(a)(iii).ld. The
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In re O’Briencourt went on to state that “many of the documémds are included
in the excerpts, like the plan of confirmation, arentelligible” and “[o]ther
documents are so poorly copied as to be incompletie bits and pieces missing

here and there.In re O'Brien,312 F.3d at 1137.

The facts in this case do not even closely resethblge ofin re O'Brien
If the missing summary of argument and standaraewéw are critical to a
proper review by the Court, then it would be leassh, and more appropriate, to
require that Plaintiff's brief be rewritten to attee missing sections rather than

dismiss the appeal.

While the court would be fully justified in affirmg the
judgment or dismissing the appeal where the appella
has failed to specify errors in his brief in acade with
our rules, it would be less harsh to require thefdito
be rewritten, if a consideration of the briefs rates
there is any probability that the appeal is meiaas.

Sampsell v. Anchesl08 F.2d 945, 949 {Cir. 1939). See aldadependent Iron
Works, Inc. v. U.S. Steel Cor322 F.2d 656, 679 n.19€ir. 1963) (addressing
an issue raised by appellant even though appelldntot provide relevant

documents in record).
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Defendant also claims that Plaintiff included sdip@us documents in the
Excerpts of Record. This case was decided on suyno@gment. It is
impossible to argue this appeal without the emqtieadings and evidence relied
on. This invariably results in certain documergsl included in the Excerpts
more than once. Counsel would be doing a disseteiche Court if the record

were not complete.

This Court inDavid v. U.S, 820 F.2d 1038, 1044{<ir. 1987) andela
Rosa v. Scottsdale Memorial Health Systems, 1186 F.3d 1241, 1243{<ir.
1998), cited by Defendant, declined to even issunetsons and did not dismiss the
appeals. The Court likewise should not dismiss #pipeal, or issue sanctions

herein.

X.  CONCLUSION

For the foregoing reasons, Appellant HydraMediapOaoation asks the
Court to reverse the December 29, 2008 Orderiaddiat willfulness was
established as a matter of law. Alternativelyadtual questions require
resolution, the case should be presented to dguietermination. This case

should also be remanded to the District Court wiitructions to enjoin the junior
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user from providing its related services under atfner confusingly similar marks
and for an accounting of the junior user’s praft€ompensate for the destruction

of the Plaintiff's good will and reputation.

Dated: April 7, 2010 Respectfully submitted,

THE SONI LAW FIRM

By:__/s/ M. Danton Richardson
Surjit P. Soni (State Bar No. 127419)
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M. Danton Richardson (State Bar No. 141709)
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