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UNITED STATES COURT OF APPEALS
FOR THE NINTH CIRCUIT

STONE CREEK, INC., No. 18-15914

an Arizona corporation, D.C. No.
Plaintiff-Appellant,  (2:13-¢v-00688-DLR

V. District of Arizona,

OMNIA ITALIAN DESIGN, |fPoenix

INC., a California ORDER

corporation, (Filed Jun. 26, 2020)
Defendant-Appellee.

Before: LUCERO,* CALLAHAN, and BADE, Circuit
Judges.

Judges Callahan and Bade have voted to deny the
petition for rehearing en banc. The full court has been
advised of the petition for rehearing en banc and no
judge has requested a vote on whether to rehear the
matter en banc. Fed. R. App. P. 35. The petition for re-
hearing en banc is denied.

* The Honorable Carlos F. Lucero, United States Circuit
Judge for the U.S. Court of Appeals for the Tenth Circuit, sitting
by designation.
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UNITED STATES COURT OF APPEALS
FOR THE NINTH CIRCUIT

STONE CREEK, INC,, Nos. 18-15914

an Arizona corporation, 19-15167
Plaintiff-Appellant, D.C. No.

v 2:13-cv-00688-DLR

OMNIA ITALIAN DESIGN, |MEMORANDUM®

INC., a California (Filed Apr. 20, 2020)

corporation,

Defendant-Appellee.

Appeal from the United States District Court
for the District of Arizona
Douglas L. Rayes, District Judge, Presiding

Argued and Submitted December 3, 2019
San Francisco, California

Before: LUCERO,” CALLAHAN, and BADE, Circuit
Judges.

This appeal concerns Stone Creek, Inc.’s entitle-
ment to the approximately $4.5 million that Omnia
Italian Design, Inc. made from selling furniture
branded with the STONE CREEK trademark in Bon-

* This disposition is not appropriate for publication and is
not precedent except as provided by Ninth Circuit Rule 36-3.

** The Honorable Carlos F. Lucero, United States Circuit
Judge for the U.S. Court of Appeals for the Tenth Circuit, sitting
by designation.
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Ton Stores, Inc.’s retail locations throughout the Mid-
west. This court previously determined that Omnia’s
blatant appropriation of the mark violated the Lan-
ham Act. Stone Creek, Inc. v. Omnia Italian Design,
Inc., 875 F.3d 426, 429 (9th Cir. 2017). We credited the
district court’s factual findings but remanded the case
for a determination of whether Stone Creek was enti-
tled to a disgorgement of Omnia’s profits under 15
U.S.C. § 1117(a). Id. at 436, 442. On remand, the dis-
trict court declined to award profits and shifted costs
to Stone Creek under Federal Rule of Civil Procedure
68. Stone Creek appeals these decisions. Stone Creek
also challenges the district court’s admission of survey
evidence relied upon by one of Omnia’s expert wit-
nesses. We have jurisdiction under 28 U.S.C. § 1291.
We affirm in part, reverse in part, and remand.!

1. The district court did not abuse its discretion
in denying Stone Creek an award of Omnia’s profits.
See Playboy Enters., Inc. v. Baccarat Clothing Co., 692
F.2d 1272, 1275 (9th Cir. 1982) (“[U]nless we are left
with a definite and firm conviction that a clear error of
judgment occurred, the trial court’s denial of an award
of profits must be upheld.”). “An award of profits is not
automatic upon a finding of infringement.” Fifty-Six
Hope Rd. Music, Ltd. v. A.V.E.L.A., Inc., 778 F.3d 1059,
1073 (9th Cir. 2015) (internal quotation marks and ci-
tation omitted). The district court determined on re-
mand that Omnia’s sales of STONE CREEK-branded

! Because the parties are familiar with the facts of this case,
we need not discuss them at length here.
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goods were not attributable to the infringement.? See
Maier Brewing Co. v. Fleischmann Distilling Corp., 390
F.2d 117, 124 (9th Cir. 1968) (“The plaintiff of course is
not entitled to profits demonstrably not attributable to
the unlawful use of his mark.” (quoting Mishawaka
Rubber & Woolen Mfg. Co. v. S. S. Kresge Co., 316 U.S.
203, 206 (1941)). This finding is not clearly erroneous,
as it is supported by record evidence, including expert
testimony. Moreover, the Lanham Act does not entitle
plaintiffs to windfalls. See 15 U.S.C. § 1117(a) (allowing
for disgorgement only to the extent it “constitutels]
compensation and not a penalty”); Fifty-Six Hope Rd.
Music, 778 F.3d at 1073. Disgorgement here, where
Omnia did not profit from the infringement, would
amount to an inequitable windfall because Stone
Creek lacks brand awareness in the Midwest and has
made only minimal sales there.

2. The district court did not abuse its discretion
in admitting Omnia’s survey evidence. Stone Creek as-
serts that Omnia violated Rule 26 by not disclosing the
individual surveys underlying the opinion of one of its
expert witnesses. But Omnia provided spreadsheets
containing the survey responses, and the expert him-
self did not receive the data broken out by individual.
Stone Creek also contends that the surveys constitute
inadmissible hearsay. But survey evidence is admitted
as a matter of course in trademark disputes, see E. &

2 The district court also concluded that Omnia did not will-
fully infringe Stone Creek’s mark because it did not intend to
trade on Stone Creek’s goodwill. Because we affirm on alternative
grounds, we do not reach this issue.
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J. Gallo Winery v. Gallo Cattle Co.,967 F.2d 1280, 1292-
93 (9th Cir. 1992), and the survey responses are admis-
sible under Federal Rule of Evidence 703 as the bases
of the expert’s opinions.

3. The district court erred in awarding Omnia
costs under Rule 68. Omnia and Bon-Ton made Stone
Creek a joint $25,000 offer of judgment, which Stone
Creek rejected. Stone Creek then improved its position
by settling with Bon-Ton for more than that amount. A
settlement resulting in dismissal with prejudice con-
stitutes a judgment for purposes of Rule 68. Lang v.
Gates, 36 F.3d 73, 76 (9th Cir. 1994). The district court
therefore needed only to add the settlement amount to
the final judgment and compare that figure to the de-
fendants’ joint Rule 68 offer. Accordingly, we vacate the
district court’s judgment of costs and remand this case
for further proceedings consistent with this disposi-
tion.

AFFIRMED IN PART, REVERSED IN PART,
and REMANDED.

LUCERQO, J., concurring in part and dissenting in
part:

I concur with the conclusion of my colleagues that
the district court did not abuse its discretion in admit-
ting Omnia’s survey evidence and that it erred in shift-
ing costs to Omnia under Federal Rule of Civil
Procedure 68. I disagree, however, with their conclu-
sion that the profits from sales by Omnia of STONE
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CREEK-branded goods were not attributable to Om-
nia’s infringement. Additionally, the majority should
have addressed willfulness. Accordingly, I respectfully
dissent.

I

This court previously determined that Omnia in-
fringed Stone Creek’s trademark. See Stone Creek, Inc.
v. Omnia Italian Design, Inc., 875 F.3d 426, 432, 439
(9th Cir. 2017) (“Stone Creek I”). When a defendant is
found liable for trademark infringement, the Lanham
Act provides that a court may award disgorgement of
profits to the plaintiff. See id. at 439 (citing 15 U.S.C.
§ 1117(a)). Willfulness is a prerequisite to the order by
a court of such a disgorgement. Id. at 441. Even if a
plaintiff shows willful infringement, it is entitled only
to those profits that are attributable to an unlawful use
of its mark. Maier Brewing Co. v. Fleischmann Distil-
ling Corp., 390 F.2d 117, 124 (9th Cir. 1968).

A

The burden of demonstrating that profits are not
attributable to the infringement falls upon the in-
fringer. See Nintendo of Am., Inc. v. Dragon Pac. Int’l,
40 F.3d 1007, 1012 (9th Cir. 1994). In the case at bar,
the district court concluded that Omnia had met that
burden by showing that consumers were “unaware of
the Stone Creek brand” and did not experience actual
confusion between Stone Creek and Omnia in purchas-
ing Omnia furniture bearing the STONE CREEK
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mark. Stone Creek Inc. v. Omnia Italian Design Inc.,
No. CV-13-00688-PHX-DLR, 2018 WL 1784689, at *3

(D. Ariz. Apr. 12, 2018). Yet neither the district court
nor the majority cite any authority for the proposition
that brand awareness or actual confusion is required
in order to prove that profits are attributable to the
unlawful use of a mark. Such a requirement, moreover,
is inconsistent with Ninth Circuit precedent.

In Maier Brewing, this court recognized that the
protection of a trademark is essentially the defense “of
the psychological function of symbols.” 390 F.2d at 122
(quoting Mishawaka Rubber & Woolen Mfg. Co.v. S. S.
Kresge Co., 316 U.S. 203, 205 (1942)). A trademark in-
duces purchasers to select the objects they want, or
what objects they have “been led to believe [they]
want[],. ...” Id. Correlatively, if a trademark owner is
able “to convey through the mark . .. the desirability
of the commodity upon which [the mark] appears,”
then the owner has achieved “something of value.” Id.
Therefore, if an infringer exploits customers’ “response
to the diffused appeal of the plaintiff’s symbol,” the in-
fringer profits from its infringement. Id. at 124. Re-
turning to the Lanham Act, I stress that the purpose
of the Act is to make trademark infringement “unprof-
itable.” Id. at 123.

When Omnia elected to “use” the STONE CREEK
mark because it sounded “American,” it acted deliber-
ately and intentionally. Stone Creek I credited the dis-
trict court’s findings that (1) Bon-Ton wanted to sell
Omnia’s furniture under a different label with an
“American made name” and that (2) Omnia unlawfully
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branded its furniture with the STONE CREEK mark
because the mark “sounded American.” Stone Creek
Inc. v. Omnia Italian Design Inc., No. CV-13-00688-
PHX-DLR, 2015 WL 6865704, at *3 (D. Ariz. Nov. 9,
2015). Using documentary materials Stone Creek pro-
vided to Omnia in the course of their business relation-
ship, and without Stone Creek’s knowledge or
permission, Omnia digitally recreated a mark identical
to the STONE CREEK mark, slapped it on the furni-
ture it sold to Bon-Ton, and reaped $4,455,352 from the
sale of that furniture to Bon-Ton’s customers. Id. at *3—
4.

On these facts, it is clear that the “diffused appeal”
or “psychological function” of the STONE CREEK
mark is the conveyance to consumers that furniture
bearing the mark was “American[-Jmade.” Bon-Ton
contracted with Omnia to purchase furniture bearing
a mark signifying that the furniture was American-
made, and Omnia picked STONE CREEK for this rea-
son. The burden thus fell upon Omnia to show that the
nearly $4.5 million it made through the sale of STONE
CREEK-branded furniture to Bon-Ton, and ultimately
to consumers, was not attributable to its exploitation
of Stone Creek’s American-sounding name.?

Omnia utterly failed to meet that burden. Despite
evidence that Omnia stole the STONE CREEK mark
precisely because of its diffused appeal, the district

3 The district court and majority erroneously consider only
the sale of infringing furniture by Bon-Ton. Bon-Ton itself was a
purchaser of the infringing goods. See id. at *3.
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court concluded that Omnia met its burden by submit-
ting expert testimony and survey evidence regarding
consumers’ lack of awareness of the STONE CREEK
brand. This was error. Neither logic nor precedent sup-
ports the notion that brand awareness is necessary in
order for a consumer to make a purchasing decision
based on the diffused appeal or psychological function
of a trademark.

Maier Brewing stands for just the opposite propo-
sition. That case criticized previous decisions relying
solely on injunctions to protect a trademark owner
from the diversion of sales. 390 F.2d at 122-23. Observ-
ing that even if a trademark owner’s goods are of lesser
quality than an infringer’s, the court recognized that a
trademark owner is nevertheless “deprived of [its]
right to the exclusive use and control of the reputation
of [its] product” if its mark is infringed. Id. at 122. The
court explained that even if profits were not diverted
from the trademark-owner because its goods were not
in direct competition with the infringer’s, the infringer
was unjustly enriched by its infringement, and the
“buying public” was harmed by “some of the more un-
scrupulous members of our economic community.” Id.
at 123. By limiting their focus to “brand awareness”
and the fact that Stone Creek and Bon-Ton had differ-
ent sales territories, both the district court and the ma-
jority ignored these concerns.

I would hold that Omnia failed to meet its burden
to show that its profits from the sale of infringing fur-
niture were not attributable to its infringement. Lack
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of brand awareness or actual confusion are insufficient
to meet that burden.

B

The majority did not address whether Omnia’s in-
fringement was willful. In this circuit, disgorgement
under the Lanham Act is appropriate “only in those
cases where the infringement is willfully calculated to
exploit the advantage of an established mark” or
“where the defendant is attempting to gain the value
of an established name of another.” Lindy Pen Co. v. Bic
Pen Corp., 982 F.2d 1400, 1405, 1406 (9th Cir. 1993)
(quotations omitted).*

The district court found that Omnia ripped off the
STONE CREEK mark because it “sounded American
and because marketing materials and a logo were al-
ready prepared.” 2015 WL 6865704, at *3. It concluded
that Omnia therefore did not intend to trade off Stone
Creek’s goodwill because Stone Creek had no brand
awareness in Bon-Ton’s trading territory. But as ex-
plained above, an inherent and protectable aspect of
the STONE CREEK mark—its “diffused appeal” or
“psychological function”—necessarily includes its
American-sounding name. Omnia intended to trade off
this aspect of the mark; Stone Creek’s lack of brand
awareness or sales in Bon-Ton’s territory is irrelevant

to this intent. Because Omnia’s actions were “calcu-
lated to exploit the advantage” of the STONE CREEK

4 The majority cites no precedent supporting that a mark is
not “established” if consumers lack awareness of a brand.
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mark—its American-sounding name—I would hold
that Omnia’s infringement of the mark was willful. No
one made Omnia do it. As I noted above, its conduct
was deliberate and intentional.

C

Willfulness and attributability having been satis-
fied, I address equitable considerations. The Lanham
Act requires that remedies for infringement be “subject
to the principles of equity.” § 1117(a). The majority
holds that disgorgement “would amount to an inequi-
table windfall since Stone Creek lacks brand aware-
ness in the Midwest and has only made minimal sales
there.” Again, its reliance on a lack of brand awareness
and sales is misplaced.

In Maier Brewing, this court held that even when
a trademark owner is not in direct competition with
the infringer, disgorgement is yet appropriate under
an “unjust enrichment rationale.” 390 F.2d at 123. The
court recognized that willful infringement, even in the
absence of diverted sales, “slight[s]” the trademark
owner and the public “if the court provides no greater
remedy than an injunction.” Id. In balancing the equi-
ties to analyze whether disgorgement is appropriate in
the absence of competition, the court observed:

It seems scarcely equitable for an infringer to
reap the benefits of a trade-mark he has sto-
len, force the registrant to the expense and de-
lay of litigation, and then escape payment of
damages on the theory that the registrant
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suffered no loss. To impose on the infringer
nothing more serious than an injunction when
he is caught is a tacit invitation to other in-
fringement.

Id. (quotation and alterations omitted).

This is precisely what the district court and the
majority have done.” Omnia blatantly stole Stone
Creek’s mark, forced Stone Creek to the expense and
delay of litigation, and got off with only an injunction.
It has not been ordered to disgorge its ill-gotten profits
on the statement that Stone Creek did not have any
sales in the territory where the infringing furniture
was sold. The district court reasoned that consumers
were unaware of the Stone Creek brand and therefore
did not confuse it with Omnia. But this case presents
the exact “unjust enrichment” situation contemplated
by Maier Brewing as an independent basis for dis-
gorgement. Because Omnia’s behavior mirrors the pre-
cise scenario described in Maier Brewing—conduct
this court has condemned—the equities weigh in favor
of disgorgement.

5 T do not consider it analytically helpful to justify the denial
of an award in this case by characterizing the award as a “wind-
fall.” Using the term “windfall” as a correlative of a sanction
seems to me inappropriate. Under this logic, punitive damages
would always be prohibited, even where jurisprudentially appro-
priate.
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I1

I would not be so quick to let Omnia off the hook
for its willful, deliberate, intentional, and wrongful
conduct. I would not allow Omnia to get off scot free
with only a slap on the wrist and a scold that it “not do
it again.” I would enforce the precedent of this circuit,
clearly articulated in Maier Brewing. It is our clearly
established precedent that in the absence of disgorge-
ment, a party may end up adopting a deliberate busi-
ness pattern of trade piracy selling products under the
trademark of another. 390 F.2d at 123. In concluding
otherwise, the majority invites the danger warned of in
Maier Brewing. Stone Creek is a small company, based
in one city, with hopes of expanding. With but an in-
junction facing Omnia, there is nothing to prevent it
from assuming another company’s “American-sound-
ing” mark that it might find appealing to consumers;
repeating its conduct by selling infringing furniture
outside the next company’s territory until it is caught;
and so on.

Fifty years ago, this circuit recognized that such a
result was inequitable. Because we should have done
so again today, I most respectfully dissent.
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[8] INTRODUCTION

In this second appeal between the parties, appel-
lant Stone Creek, Inc. (“Stone Creek”) operates under
the erroneous premise that appellee Omnia Italian De-
sign, Inc. (“Omnia”) willfully infringed Stone Creek’s
trademark and, therefore, the disgorgement of Om-
nia’s profits is warranted because Omnia knew or
should have known that the subject mark already be-
longed to Stone Creek at the time of its adoption and
use. Willfulness does not depend, however, on the in-
fringer’s knowledge, exercise of due care, or even the
egregiousness of its conduct. The relevant inquiry in-
stead is whether the infringer acted at its competitor’s
expense by intending to exploit the advantage of an es-
tablished mark or gain the value of an established
name.

When evaluated under this prevailing legal stand-
ard, it becomes readily apparent that the district court
properly denied Stone Creek’s request for disgorge-
ment of Omnia’s profits. Stone Creek could not and did
not prove that Omnia’s infringement of Stone Creek’s
mark was willful because the district court’s factual
findings from the October 2015 bench trial that pre-
ceded the first appeal between the parties established
that Omnia did not choose the subject mark with the
intent of trading off of Stone Creek’s goodwill. Without
such proof of Omnia acting at Stone Creek’s expense,
Stone Creek is not entitled to an award of profits. For
this reason, the judgment below should be affirmed in
its entirety.
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[9] JURISDICTIONAL STATEMENT

A. The District Court’s Subject-Matter Juris-
diction.

The United States District Court for the District
of Arizona (“district court”) exercised subject-matter
jurisdiction over the underlying litigation pursuant to
15 U.S.C. § 1121, as well as 28 U.S.C. §§ 1331, 1338,
and 1367.

B. This Court’s Jurisdiction.

This Court’s jurisdiction derives from 28 U.S.C.
§ 1291. The district court’s “Judgment in a Civil Case”
constituted its final judgment and disposed of all
claims. (Appellant’s Excerpts of Record, Volume 1 (“1
ER”) at 2.)

C. Timeliness of the Appeal.

The district court entered the judgment Stone
Creek appeals from on April 30, 2018. (1 ER 2.) The
notice of appeal, filed on May 18, 2018, was timely un-
der Rule 4(a) (1) (A) of the Federal Rules of Appellate
Procedure. (1 ER 1.)

ISSUES PRESENTED

1. Did the district court properly hold that Om-
nia did not willfully infringe Stone Creek’s mark be-
cause Stone Creek failed to prove that Omnia intended
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to exploit the advantage of Stone Creek’s mark or at-
tempted to gain the value of Stone Creek’s name?

2. Did the district court properly deny Stone
Creek’s request for the disgorgement of Omnia’s profits
because Stone Creek failed to prove that Omnia [10]
willfully infringed Stone Creek’s mark or that Omnia’s
profits are attributable to its infringement?

3. Did the district court properly exercise its dis-
cretion in not striking the admissible testimony of Om-
nia’s qualified survey expert, Dr. Charles Cowan,
because Stone Creek’s hearsay and Federal Rule of
Civil Procedure 26 objections lack merit?

Omnia asserts that the answer to each of these
questions is “yes.”

STATEMENT OF THE CASE

A. Stone Creek’s Furniture Business and
Trademark.

Stone Creek manufactures furniture and sells its
products directly to customers in the Phoenix, Arizona
area, where it operates five showrooms. (1 ER 19.)
Stone Creek adopted and began using a trademark in
or about 1990 and obtained state trademark protection
two years later. (Id.) It was not until 2012, however,
that Stone Creek federally registered its mark. (Id.)
According to the federal registration, Stone Creek’s
mark is “a red oval circling the words ‘Stone Creek’ for
various types of furniture.” (Id.)
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B. Stone Creek’s Business Relationship
with Omnia.

Representatives of Stone Creek and Omnia, a
manufacturer of leather furniture, met at a California
trade show in 2003. (1 ER 19.) Following Omnia’s
presentation, the parties agreed that Omnia would
manufacture leather furniture branded with the Stone
Creek mark. (Id.) Stone Creek and Omnia continued
their business relationship [11] until 2013, when Stone
Creek learned that Omnia had been using Stone
Creek’s mark on other furniture without Stone Creek’s
authorization. (1 ER 19-20.)

C. Omnia’s Use of Stone Creek’s Mark.

In 2008, Omnia agreed to supply leather furniture
to retailer Bon-Ton Stores, Inc. (“Bon-Ton”). (1 ER 20.)
Bon-Ton, however, did not want to sell the furniture
under Omnia’s name, but rather under a name that
sounded “American.” (Id.) Omnia suggested various
names to Bon-Ton, which selected “Stone Creek” partly
because the marketing materials and logo had already
been prepared. (Id.) Omnia recreated the identical logo
and sold its leather furniture to Bon-Ton branded with
the Stone Creek mark from 2008 to 2013. (Id.) The fur-
niture was then sold to customers at Bon-Ton’s furni-
ture galleries in the Midwest. (Id.) All purchasers lived
within 200 miles of a Bon-Ton furniture gallery, which
included parts of Illinois, Indiana, Iowa, Michigan,
Ohio, Pennsylvania, and Wisconsin (the “Bon-Ton
Trading Territory” or “BTTT”). (1 ER 20-21.)
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D. Stone Creek Sues Omnia.

In 2013, Stone Creek’s president learned that Bon-
Ton was selling Omnia’s leather furniture branded
with the Stone Creek mark after customers contacted
Stone Creek regarding product options, store locations
in the Midwest, and a warranty issue. (1 ER 21.) Upon
inquiry by Stone Creek, Omnia acknowledged that it
was selling furniture using Stone Creek’s mark. (Id.)
Stone Creek thereafter filed suit against [12] Omnia in
the district court for federal and common law trade-
mark infringement and unfair competition. (Id.)

E. The District Court Enters Judgment in
Omnia’s Favor.

In October 2015, the district court held a four-day
bench trial on Stone Creek’s claims against Omnia,
which resulted in the district court’s issuance of de-
tailed order consisting of findings of fact and conclu-
sions of law. (1 ER 49-61.) To assess whether Omnia’s
unauthorized use of Stone Creek’s mark was likely to
cause confusion, the district court flexibly applied the
non-exhaustive factors set forth in AME, Inc. v. Sleek-
craft Boats, 599 F.2d 341, 348-49 (9th Cir. 1979)
(“Sleekcraft”), abrogated on other grounds by Mattel
Inc. v. Walking Mountain Products, 353 F.3d 792, 806
(9th Cir. 2003). (1 ER 57-58.) The district court found
that the Sleekcraft factors, utilized by courts for deter-
mining whether confusion between related goods is
likely, weighed in Omnia’s favor, concluding:
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A. The STONE CREEK mark is strong in
Arizona, but it is not recognized in the
BTTT for its relationship to Stone Creek.

B. The goods sold by Omnia and Stone
Creek are the same.

C. The marks are the same.

D. There is no evidence of actual confusion
by any consumer in the BTTT who pur-
chased Omnia furniture believing it was
manufactured or sold by Stone Creek.

E. The parties had distinct marketing chan-
nels with no opportunity for crossover.
Because of the local nature of the furni-
ture industry, consumers in the BTTT

were not targeted for marketing by Stone
Creek.

[13] F. Furniture is expensive and consum-
ers are therefore expected to exercise
greater care.

G. Bon-Ton selected the mark because it had
an American sound to it, and because the
marketing material and logo already ex-
isted and were in the possession of Om-
nia. There was no intent to trade off of
Stone Creek’s goodwill.

H. Stone Creek has no plans to expand.

(1 ER 59.) The district court nevertheless determined
that, even if the Sleekcraft factors instead weighed in
Stone Creek’s favor, the “evidence supports a finding
that separate markets prevented the likelihood of
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confusion.” (1 ER 60.) On this basis, the district court
entered judgment in Omnia’s favor on all claims. (1 ER
61.)

F. Stone CreekK’s First Appeal (Stone Creek I).

Stone Creek appealed, which resulted in this
Court affirming in part and reversing in part the dis-
trict court’s judgment in Omnia’s favor. (1 ER 14-48.)
At the outset of its analysis, this Court observed that
“[t]he touchstone for trademark infringement is the
likelihood of confusion, which asks whether a ‘reason-
ably prudent’ marketplace consumer is ‘likely to be
confused as to the origin of the good or service bearing
one of the marks.”” (1 ER 22.) Like the district court,
this Court applied the Sleekcraft factors to assess the
likelihood of confusion between Stone Creek’s mark
and the mark adopted and used by Omnia. (Id.) In do-
ing so, this Court “credit[ed]” the district court’s factual
findings, but found that they led to a contrary conclu-
sion as to the likelihood of confusion. (Id.)

[14] This Court explained that the Sleekcraft fac-
tors are not “created equal” and that “their relative
weight varies based on the context of a particular
case.” (1 ER 23.) According to the Court, the factors
weighing in favor of a likelihood of confusion in this
case were: (1) the similarity of Stone Creek’s and Om-
nia’s marks and goods; (2) the strength of Stone
Creek’s “fanciful” mark; (3) the evidence of actual con-
fusion, which included examples of Bon-Ton customers
directing queries to Stone Creek regarding product
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options, store locations, and warranty issues; (4) the
convergence of marketing channels based on the sim-
ultaneous advertising and selling of furniture under
the Stone Creek mark in the Midwest, which included
$610,384 of Stone Creek’s sales occurring in the Mid-
west out of its more than $200 million in total sales
since its inception; and (5) the presumption that Om-
nia selected the Stone Creek mark with the intent to
deceive customers. (1 ER 23-30.) This Court concluded
that the remaining two Sleekcraft factors, which in-
cluded the degree of consumer care based on the type
of goods and the likelihood of product expansion, ei-
ther did not support one party over the other or weakly
supported Omnia. (1 ER 30.) Based on its analysis of
the Sleekcraft factors, this Court reversed the district
court’s finding of no likelihood of confusion. (1 ER 31.)

Having found a likelihood of confusion and, there-
fore, trademark infringement, this Court considered
the applicable standard for the disgorgement of profits,
which was the remedy Stone Creek sought. (1 ER 38.)
After examining whether a 1999 [15] amendment to
the Lanham Act’s! remedy provisions impacted Ninth
Circuit case law regarding the award of profits, this
Court determined that “the district court properly
ruled that Stone Creek must show intentional or
willful infringement before disgorgement of Omnia’s
profits could be awarded.” (1 ER 38, 44.) The Court rec-
ognized that “many of the factual findings that the

! The Lanham Act (also known as the Trademark Act of
1946) is the federal statute that governs trademarks, service
marks, and unfair competition.
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[district] court has already made—including those on
Omnia’s intent in selecting and using the STONE
CREEK mark—may be relevant to willfulness.” (1 ER
44.) The Court, however, expressly declined to rule that
Omnia’s infringement was willful as a matter of law
and ordered the district court to decide this question
on remand. (1 ER 44, 47.)

This Court filed its opinion on July 11, 2017, which
it subsequently amended by an order dated August 30,
2017. (1 ER 15, 17-18.) The amended opinion is re-
ported at Stone Creek, Inc. v. Omnia Italian Design,
Inc., 875 F.3d 426 (9th Cir. 2017) (“Stone Creek I”).

G. The District Court Enters Judgment in
Omnia’s Favor on Remand.

Because Stone Creek sought only the disgorge-
ment of Omnia’s profits and a permanent injunction,
the district court limited its analysis to these two rem-
edies on remand. (1 ER 6.) To decide whether these
remedies were justified, the district court relied on its
factual findings from the October 2015 bench trial and
briefing by the [16] parties. (Id.; Supplemental Ex-
cerpts of Record (“SER”), at 3-48.) The district court
reasoned that it did not need to consider additional ev-
idence “because the Ninth Circuit explicitly credited
[its] factual findings and remanded solely for the pur-
pose of determining whether those facts justify the
remedies Stone Creek seeks.” (1 ER 6.)

First, the district court determined that Omnia
did not willfully infringe Stone Creek’s mark. (1 ER 6.)
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Observing that the “[d]isgorgement of profits is permit-
ted ‘only in those cases where the infringement is
willfully calculated to exploit the advantage of an es-
tablished mark’ or ‘where the defendant is attempting
to gain the value of an established name of another,””
the district court concluded that such relief was una-
vailable to Stone Creek because “‘Omnia did not
choose the mark with the intent of trading [on] Stone
Creek’s goodwill.’” (1 ER 7.) The district court elabo-
rated:

Instead, “Omnia selected the STONE CREEK
mark for Bon Ton’s private label, in part, be-
cause it sounded American and because mar-
keting material and a logo were already
prepared.” Moreover, Omnia did not intend to
trade on Stone Creek’s goodwill in Bon Ton’s
trading territory because Stone Creek had no
goodwill in that territory, and Omnia did not
research where Stone Creek sold its furniture
prior to using the mark. Although Stone
Creek operated a website, it neither sold fur-
niture through that website nor delivered fur-
niture out of state, and the website did not
create awareness of the brand in the BTTT.

(Id.) Not only did a brand awareness survey by Dr.
Charles Cowan, an expert in statistics and economics,
reveal that 99.75 percent of the respondents were “‘not
familiar with Stone Creek in Arizona and Stone
Creek has no brand awareness in the [17] BTTT,” the
district court found that “‘[t]he vast majority of Google
searches for Stone Creek Furniture originate in Ari-

b

zona’” and “‘[tlhe number of Google searches for the
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Stone Creek website from the BTTT is negligible.”” (1
ER 8.) Finally, the district court concluded that its fac-
tual findings indicate that Omnia may have been care-
less in adopting Stone Creek’s mark, but not willful. (1

ER9.)

Second, the district court found that, even if Omnia
had willfully infringed Stone Creek’s mark, Stone
Creek was not entitled to the disgorgement of Omnia’s
profits because no profits were attributable to the in-
fringement. (1 ER 9.) After the parties stipulated that
Omnia’s gross sales from its infringement totaled
$4,455,352, the district court found that Omnia satis-
fied its burden of proof that “the infringing products
were purchased for reasons unrelated to consumer per-
ception of an affiliation between Stone Creek and the
infringing products.” (1 ER 9-10.) The district court
cited the lack of consumer awareness of the Stone
Creek brand in the BTTT and the absence of actual
confusion between Stone Creek and Omnia when cus-
tomers purchased Omnia’s Stone Creek furniture. (1
ER 10.) The district court also pointed out that Bon-
Ton did not agree to sell Omnia’s furniture because of
Stone Creek’s mark. (Id.)

Finally, the district court determined that Stone
Creek was entitled to a permanent injunction. (1 ER
10.) Omnia had stopped using the Stone Creek mark
in 2013 and no evidence suggested that it would ever
use the Stone Creek mark again. [18] Nevertheless, the
district court granted Stone Creek’s request for a per-
manent injunction precluding Omnia from using Stone
Creek’s marks or any other confusingly similar mark.
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(1 ER 2, 10-13.) The district court entered judgment
accordingly. This appeal by Stone Creek followed. (1
ER 1, 2)

SUMMARY OF ARGUMENT

The district court’s findings of fact from the Octo-
ber 2015 bench trial, which this Court ratified in Stone
Creek I, dispose of Stone Creek’s remaining claims
against Omnia. Based on these factual findings, Stone
Creek could not and did not prove that Omnia willfully
infringed its mark. Simply stated, Omnia did not act
at Stone Creek’s expense, having neither exploited the
advantage of Stone Creek’s mark nor attempted to
gain the value of Stone Creek’s name. Because Omnia
did not act willfully, Stone Creek is not entitled to the
disgorgement of Omnia’s profits from the infringing
sales as a matter of law.

Even if Omnia acted willfully, however, Stone
Creek still is not entitled to an award of profits because
Omnia’s sales of the infringing products are not at-
tributable to its infringement of the subject mark.
Stone Creek’s unfounded objections to Omnia’s survey
evidence do not change this result.

The judgment entered by the district court should
be affirmed in its entirety.

[19] STANDARD OF REVIEW

Stone Creek asks this Court to review the judgment
below under an erroneous standard. The applicable
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standard of review is not de novo, as Stone Creek mis-
guidedly asserts. (Appellant’s Opening Brief (“AOB”),
at 6.) In Stone Creek I, this Court declined to rule on
Stone Creek’s claim that Omnia’s infringement of its
mark was willful as a matter of law because willfulness
is not a legal question. Stone Creek I, 875 F.3d at 442.
Rather, the determination of whether the infringement
was willful depends upon equitable considerations. Id.
at 441. An abuse of discretion standard of review there-
fore governs here because Stone Creek is asking this
Court to review how the district court selected among
equitable remedies for the infringement of its mark.
Grosz-Salomon v. Paul Revere Life Ins. Co., 237 F.3d
1154, 1163 (9th Cir. 2001) (“[wlhen a district court’s
remedy takes the form of an equitable order, we review
that order for an abuse of discretion”).

In this regard, the Court reviews the district
court’s denial of an award of the defendant’s profits un-
der 15 U.S.C. § 1117 for an abuse of discretion. Rolex
Watch, US.A., Inc. v. Michel Co., 179 F.3d 704, 712 (9th
Cir. 1999); see also Skydive Arizona, Inc. v. Quattrocchi,
673 F.3d 1105, 1110 (9th Cir. 2012) (“Because of the
equitable discretion that district courts exercise over
monetary relief under the Lanham Act, we review such
rulings for abuse of discretion”); Sporty’s Farm L.L.C.
[20] v. Sportsman’s Mkt., Inc., 202 F.3d 489, 500 (2d Cir.
2000) (reviewing “findings of ‘willfulness’ by a district
court for clear error”).

Review of the district court’s application of the law
of the case doctrine likewise is for an abuse of discre-
tion. Hall v. City of Los Angeles, 697 F.3d 1059,1067
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(9th Cir. 2012). An abuse of discretion results “‘when a
judge’s decision is based on an erroneous conclusion of
law or when the record contains no evidence on which
she rationally could have based that decision.”” Lindy
Pen Co. v. Bic Pen Corp., 982 F.2d 1400, 1405 (9th Cir.
1993), abrogated on other grounds by SunEarth, Inc. v.
Sun Earth Solar Power Co., 839 F.3d 1179 (9th Cir.
2016).

Finally, the Court reviews the district court’s deci-
sion to admit expert testimony for an abuse of discre-
tion. United States v. Gadson, 763 F.3d 1189, 1202 (9th
Cir. 2014).

ARGUMENT

I. The District Court’s Findings of Fact, Which
This Court Ratified in Stone Creek I, Consti-
tute the Law of the Case.

Based on the well-settled law of the case doctrine,
no additional fact finding by the district court was nec-
essary to adjudicate whether Omnia willfully infringed
Stone Creek’s mark and, if so, whether Omnia’s profits
are attributable to the infringement for purposes of a
disgorgement of profits remedy. Old Person v. Brown,
312 F.3d 1036, 1039 (9th Cir. 2002) (the law of the case
doctrine is “‘founded upon the sound public policy that
litigation must come to an end”). Under the law of the
case doctrine, [21] “a court is generally precluded from
reconsidering an issue that has already been decided
by the same court, or a higher court in the identical
case.” Thomas v. Bible, 983 F.2d 152, 154 (9th Cir.
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1993). The preclusive effect of this doctrine extends to
“matters of fact” and “questions of law,” as the United
States Supreme Court has long recognized:

It is a fundmental [sic] principle of jurispru-
dence, arising from the very nature of courts
of justice and the objects for which they are
established, that a question of fact or of law
distinctly put in issue and directly deter-
mined by a court of competent jurisdiction
cannot afterwards be disputed between the
same parties.

Frank v. Mangum, 237 U.S. 309, 333-34 (1915); see also
Bradley v. Duncan, 315 F.3d 1091, 1098 (9th Cir. 2002)
(quoting Frank); Lindy Pen, 982 F.2d at 1405 n.3 (“In-
tentional infringement is not at issue as the district
court’s initial conclusion that Bic’s infringement was
not intentional is law of the case and cannot be dis-
turbed”). Law of the case applies when the matter at
issue was “‘decided explicitly or by necessary implica-
tion in [the] previous disposition.”” Milgard Tempering,
Inc. v. Selas Corp. of Am., 902 F.2d 703, 715 (9th Cir.
1990); see also Askins v. United States Dep’t of Home-
land Sec.,899 F.3d 1035, 1042 (9th Cir. 2018) (“The doc-
trine applies most clearly where an issue has been
decided by a higher court; .. .”).

The law of the case doctrine “is not a limitation on
a tribunal’s power, but rather a guide to discretion.”
United States v. Alexander, 106 F.3d 874, 876 (9th Cir.
1997). A court has discretion to deviate from the law of
the case only where: “(1) the first [22] decision was
clearly erroneous; (2) an intervening change in the law
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has occurred; (3) the evidence on remand is substan-
tially different; (4) other changed circumstances exist;
[or] (5) a manifest injustice would otherwise result.”
Thomas, 983 F.2d at 155. “Failure to apply the doctrine
of the law of the case absent one of the requisite condi-
tions constitutes an abuse of discretion.” Alexander,
106 F.3d at 876; see also Thomas, 983 F.2d at 155 (dis-
trict court abused its discretion by not enforcing the
law of the case because none of the prerequisites for
departing from the doctrine existed).

Here, the district court had to look no further than
its own findings of fact from the October 2015 bench
trial to determine that Omnia did not willfully infringe
Stone Creek’s mark and that its profits were not at-
tributable to the infringement. Not only did this Court
ratify these findings in Stone Creek I by instructing the
district court that it could use them without limitation
to decide the issues presented on remand, this Court
also expressly “credit[ed]” them in its analysis. Stone
Creek I, 875 F.3d at 436, 442. This Court did not disa-
gree in any way with the findings themselves, but ra-
ther only with how the district court applied them to
conclude that Omnia did not infringe Stone Creek’s
mark. Id. at 436. Because this Court evaluated the dis-
trict court’s findings of fact when it decided the merits
of Stone Creek I, the findings of fact fall squarely
within the law of the case doctrine. See Trent v. Valley
Elec. Ass’n, 195 F.3d 534, 537 (9th Cir. 1999).

[23] Under these circumstances, the district court
properly invoked its findings of fact, and did not depart
from them, in holding that Stone Creek failed to prove
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willfulness and that Stone Creek is not entitled to the
disgorgement of Omnia’s profits. To do otherwise, the
district court would have manifestly abused its discre-
tion because no exception to the law of the case doc-
trine applies here. Alexander, 106 F.3d at 876; see also
Thomas, 983 F.2d at 155. The law of the case doctrine
exists to prevent precisely what Stone Creek purports
to accomplish on appeal, which is to re-litigate matters
that have already been fully and finally adjudicated
between the parties. No willful infringement occurred
here because, as the district court’s findings of fact es-
tablish, Omnia did not seek to exploit Stone Creek’s
mark or gain the value of its name. (1 ER 49-56, 59.)
The judgment below therefore should be affirmed in its
entirety.

II. Stone Creek Is Not Entitled to the Disgorge-
ment of Omnia’s Profits Because Omnia Did
Not Willfully Infringe Stone Creek’s Mark.

A. Disgorgement of Profits Is Not Available
As a Matter of Right.

Based on this Court’s holding in Stone Creek I that
Omnia infringed Stone Creek’s mark, the issue of
whether the disgorgement of Omnia’s profits was an
appropriate remedy stood “front and center on re-
mand.” Stone Creek I, 875 F.3d at 439. Significantly, the
Lanham Act “confers a wide scope of discretion upon
the district judge in the fashioning of a remedy” for
trademark infringement. Maier Brewing Co. v. Fleisch-
mann Distilling Corp., 390 F.2d 117, 121 (9th Cir.
1968); see [24] also Bandag, Inc. v. Al Bolser’s Tire
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Stores, Inc., 750 F.2d 903, 917 (Fed. Cir. 1984) (“Section
1117 confers a great deal of discretion on a district
court in fashioning a remedy for trademark infringe-
ment”). Potential remedies include an award of the
defendant’s profits as well as damages, costs, and in-
junctive relief. 15 U.S.C. § 1116(a) (injunctive relief);
15 US.C. § 1117(a) (profits, damages, and costs). A
monetary award of any kind, however, is not a matter
of right. See Break-Away Tours, Inc. v. British Caledo-
nian Airways, 704 F. Supp. 178, 182 (S.D. Cal. 1988).

Contrary to Stone Creek’s suggestion otherwise,
the relief that it seeks—the disgorgement of Omnia’s
profits—is a classic example of a remedy that is not
available as a matter of right. (AOB 27.) Although an
award of the defendant’s profits is one of the monetary
remedies authorized by 15 U.S.C. § 1117, it “‘is not
automatic’ upon a finding of infringement.” Fifty-Six
Hope Rd. Music, Ltd. v. A.V.E.L.A., Inc., 778 F.3d 1059,
1073 (9th Cir. 2015). Rather, Congress has expressly
made the recovery of profits “subject to the principles
of equity.” 15 U.S.C. § 1117(a); see also Lindy Pen, 982
F.2d at 1405 (“an accounting of profits is not automatic
and must be granted in light of equitable considera-
tions”).

When the plaintiff requests an award of profits, as
Stone Creek does here, “equity dictates that the plain-
tiff must show that the defendant’s infringing acts
were accompanied by some form of intent.” Stone Creek
I, 875 F.3d at 441. Specifically, to demonstrate an enti-
tlement to an award of profits, the plaintiff must prove
that the [25] defendant’s infringement of trademark
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rights was “willful,” which “carries a connotation of de-
liberate intent to deceive.” Lindy Pen, 982 F.2d at 1406.
Even when willfulness has been shown, however, it
“‘may support an award of profits to the plaintiff, but
does not require one.”” Id. at 1406 n.4. This Court has
explained:

Equity has many reeds. A characteristic of it
is that one may not get all of the reeds. One
may get just enough relief to stop the evil
where it is apparent no great damage was
done to the complainant.

Highway Cruisers of Cal., Inc. v. Sec. Indus., Inc., 374
F.2d 875, 876 (9th Cir. 1967). Because Stone Creek
failed to prove that Omnia’s infringement of its mark
was willful, the district court properly denied Stone
Creek’s request for an award of profits and concluded

that a permanent injunction adequately protected
Stone Creek’s interests. (1 ER 5-13.)

Willfulness “‘requirel[s] a connection between a de-
fendant’s awareness of its competitors and its actions
at those competitors’ expense.”” Lindy Pen, 982 F.2d at
1406. A remedy greater than an injunction, such as the
disgorgement of profits, is only available for trademark
infringement when the plaintiff proves that the de-
fendant intended to “‘exploit the advantage of an es-
tablished mark’” and “‘gain the value of an established
name of another.’” Id. at 1405, 1406; see also 1 ER 7
(the district court’ s determination that “[t]hese cir-
cumstances must be proven by a preponderance of
the evidence”). When the evidence does not establish
that the defendant sought to [26] capitalize on the
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plaintiff’s goodwill, the infringement is not willful.
Lindy Pen, 982 F.2d at 1405-06. That is the situation
here, as the district court correctly held.

Under such circumstances, the disgorgement of
profits is barred because it would amount to a pen-
alty against the defendant and a windfall in favor
of the plaintiff in contravention of the Lanham Act.
TrafficSchool.com, Inc. v. Edriver Inc., 653 F.3d 820,
831 (9th Cir. 2011) (“The Lanham Act allows an award
of profits only to the extent the award ‘shall constitute
compensation and not a penalty’”); see also 15 U.S.C.
§ 1117(a) (an award of profits “shall constitute com-
pensation and not a penalty”); Spin Master, Ltd. v.
Zobmondo Entm’t, LLC, 944 F. Supp. 2d 830, 848-49
(C.D. Cal. 2012) (“Disgorging the infringer’s significant
profits without proof of trading off the mark holder’s
goodwill would still amount to a penalty to the in-
fringer and a windfall to the trademark holder . . . even
if the infringer’s conduct was otherwise intentional”).

B. The District Court’s Findings of Fact
from the Bench Trial That Preceded
Stone Creek I Establish Omnia’s Lack of
Willfulness.

This Court “affirm[ed] the district court’s conclu-
sion that willfulness remains a necessary condition
for a disgorgement of profits” in Stone Creek I, “but re-
mand[ed] for a determination on whether Omnia had
the requisite intent.” Stone Creek I, 875 F.3d at 444. In
doing so, the Court invited the district court to decide
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this issue based on the “factual findings that the [dis-
trict] court has already made—including those on Om-
nia’s intent in selecting and using the STONE CREEK
mark” because they “may [27] be relevant to willful-
ness.” Id. at 442. The district court determined that its
factual findings from the October 2015 bench trial that
preceded Stone Creek I were sufficient to decide
whether an award of Omnia’s profits was an appropri-
ate remedy, and Stone Creek did not argue otherwise.
Indeed, neither party asked the district court to con-
sider new evidence beyond that previously presented
to the trial. Instead, Stone Creek erroneously contends
that the district court misapplied its earlier factual
findings. By their plain terms, however, these findings
establish that Omnia did not willfully infringe Stone
Creek’s mark. (1 ER 49-56, 59.)

Finding of fact number fifty-seven, in which the
district court determined that “Omnia did not choose
the mark with the intent of trading off of Stone Creek’s
goodwill”—and which again, this court credited in
Stone Creek [—is dispositive. (2 ER 54.) Because Om-
nia did not intend to trade off of Stone Creek’s goodwill
when it chose the subject mark, it is axiomatic that
Omnia neither exploited “the advantage of an estab-
lished mark” nor attempted “to gain the value of an
established name of another.” Lindy Pen, 982 F.2d at
1405, 1406. No further inquiry was necessary, as this
Court previously explained:

Our decisions regarding an award of profits
emphasize the importance of willfulness in
the analysis. ‘Indeed, this court has cautioned
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that an accounting is proper only where the
defendant is attempting to gain the value of
an established name of another” Defendant
was not trading off Plaintiff’s name. Defend-
ant’s infringement was not willful. The dis-
trict court did not abuse its discretion by
denying Plaintiff’s motion for an award of
profits.

[28] HydraMedia Corp. v. Hydra Media Group, Inc.,
392 F. App’x 522, 523 (9th Cir. 2010) (citations omit-
ted). Thus, on this basis alone, the district court
properly held that Omnia’s infringement of Stone
Creek’s mark was not willful.

Many of the district court’s other findings of fact,
based on the evidence presented at trial, reinforce this
conclusion. These factual findings include:

2. Stone Creek is a company that manufac-
tures and sells furniture in Arizona.

11. Stone Creek follows the typical retail fur-
niture business model, selling its furni-
ture locally in the Phoenix area.

12. Stone Creek delivers furniture locally but
does not ship furniture out of state.

13. Stone Creek has a website, but does not
sell furniture directly through its web-
site. It does not engage in internet sales.

14. Stone Creek operates five showrooms in
the Phoenix, Arizona area.

18. The parties’ distinct trading territories
are separated by over 1000 miles at their
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24.

29.

32.

47.

App. 44

closest points and nearly 2000 miles at
their furthest.

Stone Creek’s marketing channels ex-
isted only within the State of Arizona
during the relevant time period.

Stone Creek did not target advertising or
marketing at the BTTT during the rele-
vant time period.

The website has not created awareness of
Stone Creek in the BTTT.

Consumers in the BTTT are not aware of
Stone Creek Furniture.

Bon-Ton did not want to sell Omnia’s fur-
niture under the “Omnia brand,” it
wanted a private label—i.e. a name other
than Omnia to avoid competition with
Omnia’s other customers.

[29] 48. After Omnia and Bon-Ton agreed

49.

50.

51.

that Omnia would become Bon Ton’s sup-
plier of leather furniture, Bon Ton indi-
cated that it would like a label with an
“American made name.”

Omnia’s president offered several sugges-
tions, including STONE CREEK.

Bon Ton decided to market some of its fur-
niture under the STONE CREEK name.

Bon Ton’s decision to use Omnia as a sup-

plier was not tied to nor conditioned on
the use of the STONE CREEK mark.
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56. Omnia selected the STONE CREEK
mark for Bon-Ton’s private label, in part,
because it sounded American and be-
cause marketing materials and a logo
were already prepared.

61. Omnia’s president since 2004, Peter
Zolferino, having been in the furniture
business and having done business with
Stone Creek, understood that Stone
Creek sold in the Phoenix area, but he
never researched where Stone Creek sold
its furniture.

62. Omnia never performed an internet or
other documentary search to determine
where or how Stone Creek sold its furni-
ture.

63. Omnia never asked where Stone Creek’s
customers were located prior to using the
mark.

64. Omnia never performed any internet or
documentary searches to determine
where Stone Creek’s customers were lo-
cated.

65. Omnia adopted and used the STONE
CREEK mark with full knowledge of
Stone Creek’s senior use.

(1 ER 49-54.)

Like finding of fact number fifty-seven, these nu-
merous additional factual findings confirm that Omnia
did not seek to exploit Stone Creek’s mark or gain
the value of its name. Instead, they demonstrate that
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Omnia chose the mark solely because [30] Bon-Ton
wanted a private label with a name that sounded
American as well as marketing materials and a logo
that already existed. Omnia plainly did not intend to
trade off of Stone Creek’s goodwill, as the district court
found, given that Stone Creek had no goodwill in the
BTTT, Omnia did not research where Stone Creek sold
furniture before using Stone Creek’s mark, and Bon-
Ton entered into its agreement with Omnia without re-
gard to whether the Stone Creek mark would be used.
(1 ER 7, 49-54.) Stone Creek did not even have brand
awareness in the BTTT, despite having operated a
website, because it did not advertise, market, or man-
ufacture its products in that region during the relevant
period. Rather, Stone Creek followed the typical retail
furniture business model by selling its furniture lo-
cally in the Phoenix, Arizona area. (1 ER 7, 49-52.)
Thus, the district court’s findings of fact offer no sup-
port to Stone Creek’s notion that Omnia willfully in-
fringed its mark.?

2 Although the district court found that Stone Creek had
$610,384.44 in sales in the BTTT, which represented approxi-
mately 0.3 percent of its more than $200 million in sales since its
inception, such sales were “trivial.” (1 ER 53.) These sales do not
constitute goodwill because “[t]here is no evidence as to how any
of the approximate 150 customers from the BTTT came to know
of Stone Creek or why any customer from the BTTT purchased
from Stone Creek.” (Id.) Contrary to Stone Creek’s notion other-
wise, this Court’s reference to these sales in evaluating the “con-
vergence of marketing channels” factor of the Sleekcraft
likelihood of confusion analysis does not suggest that Stone Creek
had any goodwill in the BTTT. The district court’s factual
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[31] C. Stone Creek’s Reliance on Sleek-
craft’s “Intent” Factor Is Misplaced Be-
cause It Is Irrelevant to Whether Omnia’s
Infringement of the Stone Creek Mark
Was Willful.

Stone Creek erroneously maintains that it can
bootstrap this Court’s holding in Stone Creek I that
Omnia infringed its mark into a determination that
Omnia did so willfully. (AOB 13.) Specifically, Stone
Creek posits that this Court’s “finding that Omnia in-
tended to deceive customers establishes willful in-
fringement.” (Id.) In doing so, however, Stone Creek
overlooks that different legal principles govern the de-
termination of: (1) whether trademark infringement
occurred and, if so, (2) whether the infringement was
willful. Decisive here are the differences in the burdens
of proof that apply in each of these contexts.

This Court held that Omnia infringed Stone
Creek’s mark based on its application of the Sleekcraft
factors, which have long guided the likelihood of confu-
sion analysis in trademark infringement actions. Stone
Creek I, 875 F.3d at 431. One of these factors is the de-
fendant’s intent in selecting the allegedly infringing
mark, which is the factor Stone Creek primarily relies
upon here. Id. at 434-35; Sleekcraft, 599 F.2d at 349.
When the Sleekcraft Court promulgated these factors,
it expressly distinguished between intent for purposes
of an infringement inquiry and intent for purposes of

findings, as ratified by this Court, demonstrate that Stone Creek
had no goodwill in the BTTT. (1 ER 49-61.)
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devising an appropriate remedy after infringement
has been found:

When the alleged infringer knowingly adopts
a mark similar to another’s, reviewing courts
presume that the defendant can accomplish
[32] his purpose: that is, that the public will
be deceived. Good faith is less probative of the
likelihood of confusion, yet may be given con-
siderable weight in fashioning a remedy.

Sleekcraft, 599 F.2d at 354 (emphasis added) (citations
omitted). As a result, when assessing whether infringe-
ment occurred, courts must presume that the alleged
infringer intended to deceive by adopting a protected
mark without regard to its good faith. Id. Unless the
alleged infringer successfully rebuts this presumption,
“its deceptive intent is ‘entitled to great weight’ in the
ultimate determination of likelihood of confusion.”
Stone Creek I, 875 F.3d at 435.

By contrast, no presumed intent to deceive applies
at the remedial stage, which is the current posture of
this case, even when the infringer may have known
that it was adopting a protected mark. Id. Instead, the
burden shifts to the plaintiff to prove its entitlement
to the requested remedy, such as the disgorgement of
profits sought by Stone Creek. See Stone Creek I, 875
F.3d at 442 (“a plaintiff can secure the defendant’s
profits only after establishing willfulness . . .”). The le-
gal and factual basis on which this Court found in-
fringement in Stone Creek I therefore has no bearing
on whether Omnia acted with the willfulness required
to render the disgorgement of profits an appropriate
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remedy. See 4 J. Thomas McCarthy, McCarthy on
Trademarks and Unfair Competition, § 23:113 (4th ed.
2017) (explaining that “an ‘intent’ sufficient to support,
along with other evidence, a finding of a likelihood of
confusion may not be sufficiently egregious to permit a
recovery of profits” and that “there is a [33] considera-
ble difference between an intent to copy and an intent
to deceive”). Omnia’s good faith is also relevant at this
stage of fashioning a remedy. Sleekcraft, 599 F.2d at
354.

Reaffirming the burden of proof, this Court held in
Stone Creek I that “the district court properly ruled
that Stone Creek must show intentional or willful in-
fringement before disgorgement of Omnia’s profits
could be awarded.” Stone Creek I, 875 F.3d at 442. No
matter how stridently Stone Creek argues otherwise,
it failed to meet this burden because the district court’s
findings of fact confirm that Omnia did not act with the
intent to exploit the advantage of Stone Creek’s mark
or to trade off of Stone Creek’s goodwill. Lindy Pen, 982
F.2d at 1405, 1406. Willfulness does not exist as a mat-
ter of law where, as here, the plaintiff is unable to
make such a showing. Id.

Stone Creek cannot escape this conclusion com-
pelled by the established facts and applicable law by
asserting that the district court should have inferred
that Omnia’s infringement was willful based on its
knowledge of Stone Creek’s rights in the subject mark
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and purported failure to exercise due care.? (AOB 16-
22.) Not only has this Court never held that willfulness
can be inferred, it necessarily rejected such a [34] no-
tion in this case when it ordered that Stone Creek
must show willfulness as a prerequisite to its recovery
of Omnia’s profits. See Stone Creek I, 875 F.3d at 442;
see also McCarthy on Trademarks and Unfair Compe-
tition, § 23:115 (“mere knowledge of a senior use of a
mark is not in and of itself persuasive evidence of an
intent to confuse”). It is well-settled that a party may
have known “what it was doing” without acting will-
fully. Highway Cruisers, 374 F.2d at 876.

Moreover, Stone Creek’s misplaced reliance on the
Sleekcraft intent factor is further demonstrated by its
erroneous assertion that Omnia’s failure to conduct a
trademark search constituted a lack of due care that
requires an inference of willfulness. (AOB 20-22.) This
Court recently found that the failure to conduct a rea-
sonably adequate trademark search could be relevant
to an alleged infringer’s intent when it assessed the
likelihood of confusion under a Sleekcraft analysis, but
not for purposes of determining whether an infringer
had acted with the willfulness required to support the
disgorgement of profits. See Marketquest Group, Inc. v.

3 Stone Creek makes the related assertion that Omnia in-
fringed Stone Creek’s mark “in the face of potential warnings.”
(AOB 20.) Not only should the Court disregard this assertion be-
cause Stone Creek has cited no evidence of “potential warnings,”
the Court’s holding that Stone Creek must prove willfulness to
recover profits confirms that Omnia’s prior knowledge that the
mark belonged to Stone Creek is inconsequential to the willful-
ness inquiry. See Stone Creek I, 875 F.3d at 442.
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BIC Corp., 862 F.3d 927, 934-35 (9th Cir. 2017). Conse-
quently, the district court properly concluded that the
failure to conduct a trademark search may amount to
carelessness, but it has no relevance to the determina-
tion of whether the infringement of a mark was willful.
1 ER 8-9; see also George & Co., LLC v. Imagination
Entm’t Ltd., 575 F.3d 383, 398 (4th Cir. 2009) (“the fail-
ure to conduct a trademark search or contact counsel
shows carelessness at most, but is in any event irrele-
vant because knowledge of [35] another’s goods is not
the same as an intent ‘to mislead and to cause con-
sumer confusion’”).

The inapposite case law relied on Stone Creek can-
not salvage its inference theory. (AOB 16-17). For ex-
ample, in Fifty-Six Hope Road Music, 778 F.3d at 1074,
the Court found willfulness because, unlike here, the
evidence established that the defendant acted at its
competitors’ expense. In this case, by contrast, Omnia
did not intend to exploit the advantage of Stone
Creek’s mark or attempt to gain the value of its name.
The district court expressly found that Omnia did not
choose Stone Creek’s mark with the intent of trading
off of Stone Creek’s goodwill. (1 ER 54.)

Stone Creek also relies upon Brookfield Commu-
nications, Inc. v. West Coast Entertainment Corp., 174
F.3d 1036, 1059, 1066-67 (9th Cir. 1999), but in that
case, the disgorgement of profits was not at issue. Ra-
ther, unlike here, the Court considered whether the
likelihood of confusion had been established under the
Sleekcraft factors to support the entry of a preliminary
injunction.
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Likewise, in Fleischmann Distilling Corp. v. Maier
Brewing Co., 314 F.2d 149, 157 (9th Cir. 1963), the
Court found willfulness because, unlike here, the
holder of the subject mark was one of the most popular
brands in the market. Because of the brand’s popular-
ity, the only possible reason for the infringement was
to trade off of the holder’s goodwill. Here, by contrast,
the evidence established that Omnia did not choose the
subject mark with the intent of trading off of Stone
Creek’s goodwill as [36] well as that Stone Creek did
not even have goodwill in the BTTT that Omnia could
have exploited.* (1 ER 54, 56.)

In sum, this Court plainly would not have re-
manded this case to the district court to determine
whether Omnia had the requisite intent when it in-
fringed Stone Creek’s mark if willfulness could have
been presumed or inferred based upon the record sub-
mitted to this Court in Stone Creek I. If that were the
case, there would have been no reason for this Court to
have remanded that question and this Court could
have found as a matter of law in Stone Creek I that
Omnia was a willful infringer. But this Court did

4 Similarly misplaced is Stone Creek’s reliance on an un-
published order entered in Contessa Food Products, Inc. v. Lockpur
Fish Processing Co., No. CV 98-8212 NM (SHX), 2001 U.S. Dist.
LEXIS 25998, at *20-26 (C.D. Cal. Nov. 26, 2001), where the dis-
trict court rejected the plaintiff’s request for an inference of will-
fulness, determined that the plaintiff failed to prove willfulness,
and denied an award of profits because the plaintiff had “ad-
duced insufficient evidence that [the defendant] intentionally
‘exploit[ed] the advantage of an established mark.”” The district
court concluded that the plaintiff’s “argument for a lower stan-
dard of intentionality fails.” Id. at *23.
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remand that question and the district court deter-
mined, in part applying the prior factual findings, that
Stone Creek was not entitled to the disgorgement of
Omnia’s profits. The district court held that Stone
Creek was unable to demonstrate willful infringement
under the applicable legal standard. The judgment be-
low should be affirmed.

[37] III. Stone Creek Is Not Entitled to the Dis-
gorgement of Omnia’s Profits Because the
Infringing Sales Were Not Attributable to
Omnia’s Infringement.

Even if Omnia’s infringement of Stone Creek’s
mark had been willful, Stone Creek is not entitled to
an award of Omnia’s profits because the profits are
not attributable to the infringement. For a plaintiff to
establish a claim to the defendant’s profits from the
infringement of its trademark, it must “prove defen-
dant’s sales.” 15 U.S.C. § 1117(a). “Once the plaintiff
demonstrates gross profits, they are presumed to be
the result of the infringing activity.” Lindy Pen, 982
F.2d at 1408. The burden then shifts to the defendant
to prove “which, if any, of its total sales are not attribut-
able to the infringing activity, and, additionally, any
permissible deductions for overhead.” Id.; 15 U.S.C.
§ 1117(a) (“defendant must prove all elements of cost
or deduction claimed”). The accounting contemplated
by section 1117 “is intended to award profits only on
sales that are attributable to the infringing conduct.”
Lindy Pen, 982 F.2d at 1408.
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Like Stone Creek’s claim that Omnia willfully in-
fringed its mark, the district court’s factual findings
from the October 2015 bench trial dispose of Stone
Creek’s claim that Omnia’s profits are attributable to
the infringement. The parties stipulated that Omnia’s
gross sales of the infringing products totaled $4,455,352,
which shifted the burden to Omnia to prove that such
sales were not attributable to its infringement. (1 ER
9, 56.) Omnia satisfied this burden by establishing that
the sales were not [38] consummated because custom-
ers perceived an association between Stone Creek and
the infringing products. (1 ER 9-10.) Instead, as the
district court found, Omnia’s evidence established
that: (1) “[c]Jonsumers in the BTTT are not aware of
Stone Creek Furniture”; (2) Stone Creek’s “website
has not created awareness of Stone Creek in the
BTTT”; (3) “Stone Creek had no brand awareness in
the BTTT”; (4) “Omnia did not choose the mark with
the intent of trading off of Stone Creek’s goodwill”; and
(5) “Stone Creek’s trademark did not earn any good-
will, reputation, or consumer recognition in the BTTT.”
(1 ER 52,54, 56.) Given these factual findings, Omnia’s
profits plainly could not have been the result of its use
of Stone Creek’s mark because essentially no one in the
BTTT knew about Stone Creek.

Equally unavailing to Stone Creek is its attempt
to diminish the effect of the testimony of Omnia’s in-
tellectual property expert, Doug Bania, which estab-
lished that Omnia’s sales of the infringing products
were not attributable to its infringement of the Stone
Creek mark. Not only is Mr. Bania an expert in the
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valuation of intellectual property, he has been engaged
in this profession for over thirteen years and has been
retained as an expert over twenty-five times. (SER 51-
54.) To prepare for his testimony, Mr. Bania reviewed
legal authority and the depositions of all relevant par-
ties as well as conducted research on the couch and
furniture industry. (SER 55-57.) Mr. Bania testified
that many factors play a role in the purchase of a sofa:

But the retailer really plays a big part of the
reason why someone buys a sofa, you know;
a good reputation. Maybe the somebody’s par-
ents had [39] shopped there before and bought
there before; within one hour’s drive. The
store needs to be nearby because these retail
stores will deliver furniture in a certain terri-
tory so you want to live close enough in order
to get that typically free delivery service.
Product quality, a wide production selection,
competitive prices; sales people that aren’t
necessarily hovering around you thinking you
are going to steal a sofa, but they are there to

answer questions and they are knowledgea-
ble.

(SER 58-59.)

Mr. Bania further testified that various other fac-
tors promote sales, including price, quality, durability,
style, and design:

A. Based on, you know, my analysis, the
Cowan report, and the depositions I re-
viewed, and even the fact that the name
was changed to Red Canyon later on
down the line, showed me that consumers
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are not purchasing these sofas from Bon-
Ton because of the Stone Creek mark.

Q. So is it your opinion that there’s no reve-
nue at all that was generated by these
sales that is attributable in any way to
the plaintiff’s trademark?

A. That’s correct.
Q. That’s your opinion?
A. Yes.

(SER 60-61.)

In addition to Mr. Bania’s testimony, Omnia pre-
sented the compelling testimony of its president, Peter
Zolferino, which established that sales stayed the same
after Omnia changed the name on the infringing prod-
ucts to Red Canyon:

Q. In review of your financial records, have
you noted if that name change had any
negative impact on the sales of Omnia to
Bon-Ton?

[40] A. No changes or negative impact.

(SER 81.) Thus, Omnia’s sales of the infringing prod-
ucts plainly were not attributable to the infringement.

Unable to overcome this conclusion, Stone Creek
digresses into an irrelevant discussion of apportion-
ment of profits and seeks to re-litigate matters relating
to confusion. (AOB 23-26.) The ability to apportion prof-
its between infringing and non-infringing elements of
a product is not at issue in this case. Moreover, merely
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because Stone Creek had been contacted regarding
product options, store locations, and warranty issues
does not demonstrate that any sales of the infringing
products were attributable to the subject mark. The
evidence established, as confirmed by the district
court’s findings of fact, that customers purchased the
infringing products for reasons totally unrelated to the
perception of an association with Stone Creek. On this
basis, Stone Creek is not entitled to the disgorgement
of any profits, as the district court properly held. See
Maier Brewing Co., 390 F.2d at 124; Mishawaka Rub-
ber & Woolen Mfg. Co. v. S. S. Kresge Co., 316 U. S. 203,
206 (1942) (“The plaintiff of course is not entitled to
profits demonstrably not attributable to the unlawful
use of his mark”).

IV. Stone Creek Is Not Entitled to the Dis-
gorgement of Omnia’s Profits Because It
Waived Its Objection to the Calculation of
Such Profits.

It is well-settled that “an issue is waived when the
appellant does not specifically and distinctly argue the
issue in his or her opening brief” United States v.
Kama, 394 F.3d 1236, 1238 (9th Cir. 2005). Contrary to
this rule, Stone Creek merely [41] asserts that Omnia
“failed to satisfy” its burden to establish all costs and
deductions that it claimed should be deducted from
gross revenue to determine lost profits. (AOB 27.)
Stone Creek provides no explanation as to how Omnia’s
evidence was lacking. This failure by Stone Creek to
provide a specific and distinct argument in its opening
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brief constitutes a clear and unmistakable waiver of
this issue.

In any event, Stone Creek’s premise is wrong be-
cause it overlooks the trial testimony of Omnia’s finan-
cial expert, Henry Kahrs, who is a certified public
accountant and licensed to perform business valua-
tions. (SER 62-66.) With more than thirty years of
experience in this field, Mr. Kahrs computed Omnia’s
profits from the infringing sales guided by the princi-
ples set forth in Frank Music Corp. v. MetroGoldwyn-
Mayer, Inc., 772 F.2d 505 (9th Cir. 1985). Based on his
analysis, Mr. Kahrs determined that Omnia’s net prof-
its on the sales of the infringing products were
$230,850. (SER 67-79.)

V. The District Court Did Not Abuse Its Dis-
cretion in Admitting the Testimony of Dr.
Charles Cowan, Omnia’s Survey Expert,
Because Stone Creek’s Rule 26 and Hear-
say Objections Have No Merit.

Stone Creek argues the trial court abused its dis-
cretion in admitting testimony and survey prepared by
Charles Cowan, Omnia’s survey expert, because of an
alleged failure to comply with Rule 26 of the Federal
Rules of Civil Procedure and for hearsay reasons. (AOB
28-32.) This Court should summarily reject this issue
because: (1) in Stone Creek I, this Court ratified the
district court’s findings of fact, which included [42] fac-
tual findings based on Dr. Cowan’s survey evidence
[Stone Creek I, 875 F.3d at 436, 442; 1 ER 52]; and (2)
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Stone Creek abandoned this issue by failing to assert
it in the district court on remand. Morris v. Yist, 447
F.3d 735, 738 n.2 (9th Cir. 2006). If the Court neverthe-
less considers this issue, it will find that this issue has
no merit.

Stone Creek argues that Dr. Cowan’s survey
should be excluded because he failed to produce the
402 underlying surveys that formed the foundation of
his opinions. Stone Creek claims this alleged conceal-
ment allowed Dr. Cowan to manipulate data and pre-
vented Stone Creek from rebutting the manipulation.
(AOB 29.) This accusation is meritless. As pointed out
by Omnia in response to motions in limine and in sev-
eral emails, Omnia provided Stone Creek with the 402
surveys multiple times. (SER 82-91.) On December 13,
2013, Omnia served on Stone Creek Dr. Cowan’s expert
report, a disc that contained documents bates marked
CDCO001-0213, three Excel files, and a copy of the elec-
tronic data used by Dr. Cowan in forming his opinion.
All facts and data used by D r. Cowan in forming his
opinion were provided to Stone Creek. (SER 84-85.)

Additionally, Omnia explained that Dr. Cowan
uses a third-party vendor to conduct the online surveys
he designs, and the vendors do not provide Dr. Cowan
with the names or addresses of any of the participants,
nor do they give Dr. Cowan a single “survey” for each
participant. (SER 84.) Rather, they provide Dr. Cowan
with a file that is viewable in the industry standard
SPSS program. This file contains all of the [43] under-
lying survey responses and data. Omnia gave this file
to Stone Creek on December 13, 2013, and again on
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December 20, 2013. (Id.) On September 4, 2015, after
Stone Creek informed Omnia it was moving to exclude
the survey because it did not have the underlying sur-
vey responses, Omnia again forwarded Stone Creek a
copy of the SPPS file, which contained all of the under-
lying data D r. Cowan obtained from his survey. (SER
84-85.) When Stone Creek’s counsel could not open the
file, Omnia’s counsel exported the SPSS file as a Mi-
crosoft Excel file. (SER 85.) Accordingly, any claim that
Stone Creek did not have the underlying survey data
is inaccurate.

Next, Stone Creek argues Dr. Cowan’s survey was
hearsay. (AOB 31-32.) The Ninth Circuit has routinely
held that surveys are admissible evidence and has
never conditioned such on proof that the names and
addresses of the survey participants be disclosed.
Potts v. Zettel, 220 F. App’x 559, 561 (9th Cir. 2007);
Prudential Ins. Co. v. Gibraltar Fin. Corp., 694 F.2d
1150, 1156 (9th Cir. 1982). While Stone Creek is correct
that surveys are considered by the Ninth Circuit to be
admissible under the residual hearsay exception,
Stone Creek fails to note that surveys are also admis-
sible as present sense impressions. See Potts, 220 F.
App’x at 561-62 (“We also agree that the surveys were
not inadmissible hearsay, because they fall within the
hearsay exception in Federal Rule of Evidence 803(1),
for present sense impressions of the declarant”) (citing
Fla. Bar v. Went For It, Inc., 515 U.S. 618, 626-27
(1995)).

[44] Despite the clear line of authority in the
Ninth Circuit on this point, Stone Creek cites to Third
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Circuit authority—Pittsburgh Press Club v. United
States, 579 F.2d 751 (3d Cir. 1978)—as somehow sup-
porting its position. (AOB 31.) Pittsburgh Press does
not, however, support Stone Creek’s position. Rather, it
demonstrates that surveys and hearsay polls are not
necessarily inadmissible, and can fall within the pre-
sent sense impression and state of mind exceptions to
the hearsay rule. Additionally, “[ulnder Rule 803(24) [
now Federal Rule of Civil Procedure 807], the survey is
admissible if it is material; if it is more probative on
the issue than any other evidence; and if it has circum-
stantial guarantees of trustworthiness equivalent to
those of the class exceptions. . ..” Id. at 757-58.

Finally, while Stone Creek’s critiques of Dr. Cowan
and his survey are meritless, a survey’s “[t]echnical un-
reliability goes to the weight accorded the survey, not
its admissibility.” Prudential Ins. Co., 694 F.2d at 1156;
M2 Software, Inc. v. Madacy Entm’, 421 F.3d 1073,
1087 (9th Cir. 2005) (“follow-on issues of methodology,
survey design, reliability, the experience and reputa-
tion of the expert, critique of conclusions, and the like
go to the weight of the survey rather than its admissi-
bility.”).

A district court’s exclusion of a trademark survey
due to unreliability often creates reversible error, as
the Ninth Circuit has stood firm that such discrepan-
cies should be evaluated by the fact-finder. See Wendt
v. Host Int’l, Inc., 125 F.3d 806, 814 [45] (9th Cir. 1997).
Thus, issues relating to potentially leading survey
questions or improperly limited geographic area in
which the survey was conducted only go to the survey’s
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overall value. “Unlike novel scientific theories, a jury
should be able to determine whether asserted tech-
nical deficiencies undermine a survey’s probative
value.” Southland Sod Farms v. Stover Seed Co., 108
F.3d 1134, 1143 n.8 (9th Cir. 1997). Here, the district
court heard all of Stone Creek’s complaints, listened to
testimony from Stone Creek’s rebuttal expert, and
weighed Dr. Cowan’s survey accordingly. The district
court did not err in considering Dr. Cowan’s testimony.

CONCLUSION

For the foregoing reasons, Omnia respectfully re-
quests that this Court affirm, in its entirety, the final
judgment entered by the district court.

DATED: LEWIS BRISBOIS BISGAARD &
December 7,2018 SMITH LLP

By: /s/ Jeffry A. Miller
Daniel C. DeCarlo
Jeffry A. Miller
Scott M. Schoenwald

Attorneys for Defendant-Appellee
OMNIA ITALIAN DESIGN, INC.

[Certificate Of Compliance Omitted]
[Statement Of Related Cases Omitted]

[Certificate Of Service Omitted]
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF ARIZONA

Stone Creek Incorporated, |NO. CV-13-00688-PHX-

Plaintiff, DLR
JUDGMENT IN A
CIVIL CASE

(Filed Apr. 30, 2018)

V.

Omnia Italian Design
Incorporated, et al.,

Defendants.

Decision by Court. This action came for consid-
eration before the Court. The issues have been consid-
ered and a decision has been rendered.

IT IS ORDERED AND ADJUDGED that pursuant
to the Court’s Order filed April 30, 2018, judgment is
entered in favor of Plaintiff Stone Creek Incorporated
and against Defendant Omnia Italian Design Incorpo-
rated for permanent injunction. Defendant Omnia
Italian Design Incorporated, as well as its parents,
subsidiaries, owners, directors, officers, assigns, suc-
cessors, employers shall be permanently enjoined from
using Plaintiff Stone Creek Incorporated marks, or
any other mark confusingly similar. Plaintiff Stone



App. 64

Creek Incorporated is not entitled to disgorgement of
profits.

Brian D. Karth
District Court Executive/
Clerk of Court

April 30, 2018

s/ D. Draper
By Deputy Clerk




App. 65

IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF ARIZONA

Stone Creek Incorporated, |No. CV-13-00688-PHX-

Plaintiff, DLR
ORDER

(Filed Apr. 12, 2018)

V.

Omnia Italian Design
Incorporated, et al.,

Defendants.

Plaintiff Stone Creek Incorporated (“Stone Creek”),
an Arizona furniture manufacturer, accused Defen-
dant Omnia Italian Design Incorporated (“Omnia”) of
infringing its trademark by selling furniture labeled
with Stone Creek’s mark to The Bon-Ton Stores Incor-
porated (“Bon Ton”), which in turn sold them to cus-
tomers in Bon Ton’s trading territory (“BTTT” or
“Territory”).! In October 2015, the Court presided over
a four-day bench trial. At its conclusion, the Court
issued its findings of fact and concluded that Omnia
did not infringe Stone Creek’s mark because its use of
the mark was unlikely to cause confusion. (Doc. 175.)
Stone Creek appealed.

On appeal, the Ninth Circuit explicitly credited
this Court’s factual findings, but determined that the

! The BTTT consists of all areas within 200 miles of a Bon
Ton furniture gallery. (Doc. 175 q 17). The Territory includes por-
tions of Iowa, Indiana, Ohio, Wisconsin, Pennsylvania, Illinois,
and Michigan. (Id.)



App. 66

Court erred in its application of the law—specifically,
the Sleekcraft factors, which guide the likelihood of
confusion inquiry. Stone Creek, Inc. v. Omnia Italian
Design, Inc., 875 F.3d 426, 436 (9th Cir. 2017); AMF Inc.
v. Sleekcraft Boats, 599 F.2d 341, 348-49 (9th Cir. 1979).
The Ninth Circuit determined that this Court’s factual
findings compelled the conclusion that Omnia’s use of
the Stone Creek mark is likely to cause confusion and,
therefore, that Omnia is liable for trademark infringe-
ment. Stone Creek, 875 F.3d at 436, 444. Accordingly,
the Ninth Circuit remanded the matter to this Court
for the purpose of determining what remedies, if any,
Stone Creek is entitled to given Omnia’s liability for
infringement. More specifically, the Ninth Circuit di-
rected the Court to determine “whether Omnia had
the requisite intent” to justify disgorgement of profits.
Id. at 444.

Where, as here, a defendant is found liable for
trademark infringement, a court may award the pre-
vailing plaintiff (1) the defendant’s profits, (2) the dam-
ages sustained by the plaintiff, (3) the costs of the
action, and/or (4) injunctive relief. 15 U.S.C. § 1117(a);
La Quinta Worldwide LLC v. Q.R.T.M., S.A. de C.V.,
762 F.3d 867, 879 (9th Cir. 2014). Stone Creek seeks
only disgorgement of profits and a permanent injunc-
tion. The Court therefore confines its analysis to
those two remedies. Moreover, because the Ninth Cir-
cuit explicitly credited the Court’s factual findings and
remanded solely for the purpose of determining
whether those facts justify the remedies Stone Creek
seeks, the Court’s legal analysis is based on those
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undisturbed facts. (Doc. 175 ] 1-85); See Mendez-
Gutierrez v. Gonzales, 444 F.3d 1168, 1172 (9th Cir.
2006) (explaining that the district court is limited by
the appellate court’s remand in situations where the
scope of the remand is clear).

I. Omnia Did Not Willfully Infringe

Disgorgement of profits is permitted “only in those
cases where the infringement is willfully calculated to
exploit the advantage of an established mark” or
“where the defendant is attempting to gain the value
of an established name of another.” Lindy Pen Co. v.
Bic Pen Corp., 982 F.2d 1400, 1405-06 (9th Cir. 1993)
(internal quotation and citations omitted). “Willful in-
fringement carries a connotation of deliberate intent
to deceive,” and “requires a connection between a de-
fendant’s awareness of its competitors and its actions
at those competitors’ expense.” Fifty-Six Hope Rd.
Music, Ltd. v. A.V.E.L.A., Inc., 778 F.3d 1059, 1074 (9th
Cir. 2015) (internal quotations and citations omitted).
These circumstances must be proven by a preponder-
ance of the evidence.?

2 Circuit courts are divided on the appropriate evidentiary
standard. Compare Versa Prods. Co. v. Bifold Co. (Mfg.) Ltd., 50
F.3d 189, 207-08 (3d Cir. 1995) (applying clear and convincing
standard), with Fishman Transducers, Inc. v. Paul, 684 F.3d 187,
193 (1st Cir. 2012) (applying preponderance of the evidence
standard); Harrods Ltd. v. Sixty Internet Domain Names, 302
F.3d 214, 226-27 (4th Cir. 2002) (same). The First Circuit in Fish-
man makes a compelling case for applying the preponderance of
the evidence standard: “Fraud, a cousin of willfulness, has an his-
torical association with the clear and convincing standard but the
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Omnia did not willfully infringe on Stone Creek’s
mark because “Omnia did not choose the mark with
the intent of trading of Stone Creek’s goodwill.” (Doc.
175 {57.) Instead, “Omnia selected the STONE
CREEK mark for Bon Ton’s private label, in part, be-
cause it sounded American and because marketing
material and a logo were already prepared.” (] 56.)
Moreover, Omnia did not intend to trade on Stone
Creek’s goodwill in Bon Ton’s trading territory because
Stone Creek had no goodwill in that territory, and Om-
nia did not research where Stone Creek sold its furni-
ture prior to using the mark. (19 2, 11-14, 23, 24, 29,
32, 35, 39, 61.) Although Stone Creek operated a web-
site, it neither sold furniture through that website nor
delivered furniture out of state, and the website did not
create awareness of the brand in the BTTT. (] 13, 29.)

Relying on Fleishmann Distilling Corp. v. Maier
Brewing Co., 314 F.2d 149, 157 (9th Cir. 1963), Stone
Creek argues that Omnia’s deliberate adoption of an
identical mark with knowledge of Stone Creek’s senior
use compels the conclusion that Omnia willfully in-
fringed. (Doc. 197 at 6-8.) Fleishmann, however, is dis-
tinguishable. In that case, it was undisputed that the
senior user’s mark was well-known in the relevant

modern tendency in the Supreme Court is to reserve the clear and
convincing burden, unless dictated by statute, for matters with
constitutional implications like civil commitment.” Fishman, 684
F.3d at 192. Because § 1117 of the Lanham Act does not prescribe
a different, higher burden of proof, the Court will apply the pre-
ponderance of the evidence standard. Cf. Collegenet, Inc. v. XAP
Corp., 483 F. Supp. 2d 1058, 1065 (D. Or. 2007) (adopting the
clear and convincing standard without analysis).
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market. Fleishmann, 314 F.2d at 156-57. In fact, the
infringing junior user conceded that it “knew [the sen-
ior user] was one of the most popular brands on the
market.” Id. Given the senior user’s popularity, the
court concluded that the “only possible purpose” of the
infringer’s use of the mark would “have been to capi-
talize on the name.” Id. The court added that the in-
fringing user “must have known, [the senior user’s
popularity] would extend to their product because the
public would associate the name” with the senior user’s
established quality and reputation. Id.

Here, however, the Court found that “[c]Jonsumers
in the BTTT were not aware of Stone Creek furniture.”
(Doc. 175 q 32.) For example, a brand awareness sur-
vey conducted by Dr. Cowan, an expert in statistics and
economics, revealed that “99.75% of the respondents
... are not familiar with Stone Creek in Arizona and
Stone Creek has no brand awareness in the BTTT.”
(19 34-35.) Additionally, “[t]he vast majority of Google
searches for Stone Creek Furniture originate in Ari-
zona,” and “[tlhe number of Google searches for the
Stone Creek website from the BTTT is negligible.”
(19 30-31.) Moreover, Omnia did not “research where
Stone Creek sold its furniture” before adopting the
mark, and offered motives for adopting it other than to
capitalize on Stone Creek’s reputation; namely, that
Stone Creek sounded “American” and it was conven-
ient to use the mark because the marketing materials
and logo were already prepared. (1] 56, 61.) Thus, the
inference drawn by the Ninth Circuit in Fleishmann is



App. 70

not compelled by the Court’s credited factual findings
in this case.?

Stone Creek next argues that Omnia’s failure to
exercise due care to determine whether its use of the
mark constituted infringement is conclusive evidence
of willfulness. Many courts, however, have held that
failure to conduct a trademark search does not neces-
sarily compel such an inference. For example, the
Fourth Circuit remarked that carelessness is quite dif-
ferent from an intent to confuse: “[T]he failure to con-
duct a trademark search or contact counsel shows
carelessness at most, but is in any event irrelevant be-
cause knowledge of another’s goods is not the same as
an intent to mislead and to cause consumer confusion.”
George & Co. LLC v. Imagination Entm’t Ltd., 575 F.3d
383, 398 (4th Cir. 2009) (internal quotation and cita-
tion omitted). The Second, Third, and Tenth Circuits
share a similar understanding. See SecuraComm Con-
sulting Inc. v. Securacom Inc., 166 F.3d 182, 189 (3d Cir.

3 Stone Creek also argues that Omnia’s intentional appropri-
ation of the mark compels the application of a presumption that
Omnia intended to deceive customers. (Doc. 197 at 8.) Stone
Creek’s argument, however, conflates the intent factor under the
Sleekcraft analysis with the willfulness inquiry. Although under
Sleekcraft the knowing use of another’s mark creates a presump-
tion that the junior user had an intent to deceive, this presump-
tion does not extend to the willfulness analysis for disgorgement
of profits. Hotko Kinoko Co. v. Concord Farms, Inc., 738 F.3d
1085, 1096 (9th Cir. 2013); 5 J. Thomas McCarthy, McCarthy on
Trademarks and Unfair Competition § 30:62 (5th ed. 2018) (not-
ing that there is a presumption of willfulness only when the in-
fringer provided false contact information to a domain name
registrar).
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1999), superseded on other grounds by statute, 15
U.S.C. § 1117(a), as recognized in Banjo Buddies, Inc. v.
Renosky, 399 F.3d 168, 173-76 (3d Cir. 2005); King of
the Mountain Sports, Inc. v. Chrysler Corp., 185 F.3d
1084, 1091-92 (10th Cir. 1999); Savin Corp. v. Savin
Group, 391 F.3d 439, 460 (2d Cir. 2004). Accordingly,
although the Court’s factual findings might indicate
that Omnia was careless in its adoption of Stone
Creek’s mark, these findings do not compel the conclu-
sion that Omnia willfully infringed.

II. Stone Creek Is Not Entitled to Disgorge-
ment of Omnia’s Profits

Even assuming that Omnia willfully infringed on
Stone Creek’s mark, Stone Creek is not entitled to dis-
gorgement of Omnia’s profits because the profits are
not attributable to Omnia’s infringement. Under the
Lanham Act, if the defendant is found liable for willful
trademark infringement, then the plaintiff is entitled
to recover defendant’s profits. 15 U.S.C. § 1117(a). In
assessing the amount of profits, the plaintiff has the
burden to prove the defendant’s gross revenue from the
infringement. The burden then shifts to the defendant
to “prove that sales were demonstrably not attributa-
ble to the infringing mark,” or that certain expenses
“should be deducted from the gross revenue to arrive
at the ... lost profits.” Nintendo Am., Inc. v. Dragon
Pac. Int’l, 40 F.3d 1007, 1012 (9th Cir. 1994) (internal
quotation and citation omitted); Fifty-Six Hope Rd.,
Inc., 778 F.3d at 1076. If the defendant does not carry
this burden, all of the profits from the infringing
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products belong to the mark owner. Mishawaka Rub-
ber & Woolen Mfg. Co. v. S.S. Kresge Co., 316 U.S. 203,
206-07 (1942).

The parties stipulated that Omnia’s gross sales of
the infringing products were $4,455,352. (Doc. 175
q 85.) The burden therefore shifted to Omnia to
demonstrate that the sales were not attributable to its
infringement. Omnia met its burden by demonstrating
that the infringing products were purchased for rea-
sons unrelated to consumer perception of an affiliation
between Stone Creek and the infringing products.
For instance, Omnia established that consumers in
the BTTT were unaware of the Stone Creek brand and
experienced no actual confusion between Stone Creek
and Omnia when purchasing Omnia’s Stone Creek fur-
niture. (1] 32, 35, 46-51, 81, 82.) Moreover, Omnia
demonstrated that Bon-Ton did not contract with
Omnia to sell its furniture because of the Stone Creek
mark. Accordingly, even assuming that Omnia will-
fully infringed, none of its profits are attributable to
the infringing mark.

III. Stone Creek is Entitled to a Permanent In-
junction

Stone Creek also asks the Court to permanently
enjoin Omnia from using the Stone Creek mark. For
its part, Omnia argues that “there is no need for a per-
manent injunction as there is no likelihood of future
harm” because it “ceased using the Stone Creek mark
in 2013 and no evidence suggests that [it] would ever
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use the mark again.” (Doc. 196 at 30.) On appeal, the
Ninth Circuit did not consider or make any conclusions
regarding the propriety of a permanent injunction.
Where, as here, “a court is confronted with issues that
the remanding court never considered, the mandate re-
quires respect for what the higher court decided, not
for what it did not decide.” Hall v. City of L.A., 697 F.3d
1059, 1067 (9th Cir. 2012) (internal quotation and cita-
tion omitted) (emphasis original). Stated differently, a
lower court is permitted to “decide anything not fore-
closed by the mandate” of an appellate court. Id. Be-
cause this issue was not foreclosed by the Ninth
Circuit’s mandate, the Court concludes for the follow-
ing reasons that Stone Creek is entitled to a perma-
nent injunction.

Trademark law gives federal courts the “power to
grant injunctions, according to the principles of equity
and upon such terms as the court may deem reasona-
ble, to prevent the violation of any right of the regis-
trant of a mark.” 15 U.S.C. § 1116.

[A] plaintiff seeking a permanent injunction
must satisfy a four-factor test before a court
may grant such relief. A plaintiff must demon-
strate: (1) that it has suffered an irreparable
injury; (2) that remedies available at law, such
as monetary damages, are inadequate to com-
pensate for that injury; (3) that, considering
the balance of hardships between the plaintiff
and defendant, a remedy in equity is war-
ranted; and (4) that the public interest would
not be disserved by a permanent injunction.
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eBay Inc. v. MercExchange, L.L.C., 547 U.S. 388, 391
(2006); see Herb Reed Enters., LLC v. Florida Entm’t
Mgmt., Inc., 736 F.3d 1239, 1248-50 (9th Cir. 2013) (ap-
plying eBay factors to trademark law). Although “[t]he
decision to grant or deny permanent injunctive relief
is an act of equitable discretion by the district court,”
the “traditional principles of equity” demand a fair
weighing of the factors listed above, taking into ac-

count the unique circumstances of each case. eBay, 547
U.S. at 391, 394.

Stone Creek has carried its burden on all four
prongs. First, evidence of an intangible injury, such as
a loss of customers, damage to a party’s goodwill, or
loss of control over one’s business reputation can con-
stitute irreparable harm. Rent-A-Ctr., Inc. v. Canyon
Television & Appliance Rental, Inc., 944 F.2d 597, 603
(9th Cir. 1991); Herb Reed, 736 F.3d at 1250; see also
Polo Fashions, Inc. v. Dick Bruhn, Inc., 793 F.2d 1132,
1135-36 (9th Cir. 1986) (finding the district court erred
in denying a permanent injunction simply because
the plaintiff failed to offer evidence suggesting the de-
fendant would infringe in the future). For instance, “[i]f
it is likely that confused persons will mistakenly at-
tribute to [the] plaintiff defects or negative impres-
sions they have of [the] defendant’s goods or services,
then the plaintiff’s reputation (and its signifying
trademark) is at risk because it is in the hands of a
stranger.” 5 McCarthy on Trademarks and Unfair
Competition § 30:2. Here, “Stone Creek’s president []
fielded a telephone call into its office regarding a cus-
tomer concerned about a warranty issue on a leather
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sofa” that he purchased “from a Bon-Ton store in Chi-
cago,” which is indicative of such mistaken attribution.
(Doc. 175 ] 74-75.)

Second, Stone Creek’s irreparable harm indicates
that damages at law are inadequate to remedy Omnia’s
infringement. “The terms ‘inadequate remedy at law’
and ‘irreparable harm’ describe two sides of the same
coin. If the harm being suffered by plaintiff . . . is ‘ir-
reparable, then the remedy at law (monetary dam-
ages) is ‘inadequate.’” 5 McCarthy § 30:2. Indeed,
Stone Creek is not entitled to disgorgement of profits
and therefore is without a monetary remedy for Om-
nia’s infringement. Moreover, permanent injunctions
are “the usual and normal remedy” for trademark in-
fringement. See 5 McCarthy § 30:1.

Third, the balance of the equities favors Stone
Creek. If the Court issues an injunction, Omnia merely
would be required to refrain from infringing on Stone
Creek’s mark—something it already has done. See
Audi AG v. D’ Amato, 469 F.3d 534, 550 (6th Cir. 2006)
(noting that a defendant suffers no hardship in merely
“refraining from willful trademark infringement”). In
contrast, without an injunction Stone Creek would be
left with little protection against potential future in-
fringement, despite its success in this litigation. Under
the circumstances, the balance of hardships weighs in
Stone Creek’s favor.

Finally, an injunction serves the public interest in
being free from deception and confusion. See Internet
Specialties W., Inc. v. Milon-DiGiorgio Enters., Inc., 559
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F.3d 985, 993 n.5 (9th Cir. 2009) (“The public has an
interest in avoiding confusion between two companies’
products.”). Accordingly, the Court will permanently
enjoin Omnia from infringing Stone Creek’s mark.

IV. Conclusion

On remand for consideration of remedies, the
Court concludes that Stone Creek is not entitled to
disgorgement of profits because Omnia did not will-
fully infringe Stone Creek’s mark and, even if it did,
Omnia’s profits were not attributable to its infringe-
ment. Stone Creek, however, is entitled to a permanent
injunction.

IT IS ORDERED as follows:

1. In accordance with the Ninth Circuit’s man-
date, the Court finds in favor of Stone Creek and
against Omnia on Stone Creek’s trademark infringe-
ment claim.

2. Stone Creek is not entitled to disgorgement of
profits.

3. Stone Creek is entitled to a permanent injunc-
tion. The parties are directed to meet and confer and,
within fourteen days of the date of this order, submit
a joint proposed preliminary injunction order and form
of judgment for the Court’s review and approval.
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Dated this 12th day of April, 2018.
/s/ Douglas L. Rayes

Douglas L. Rayes
United States District Judge
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF ARIZONA

Stone Creek Incorporated,
Plaintiff,
V.

Omnia Italian Design
Incorporated, et al.,

Defendants.

NO. CV-13-00688-PHX-
DLR

ORDER
(Filed Nov. 9, 2015)

This matter was tried before the Court without a
jury for four days commencing on October 20, 2015,
and concluding on October 23, 2015. Having considered
the evidence introduced at trial, the arguments of
counsel, and the applicable law, the Court makes the
following findings of fact and conclusions of law.

FINDINGS OF FACT

1. Plaintiff Stone Creek, Inc. (“Stone Creek”), an Ari-
zona Corporation, brought this case against Om-
nia Italian Design, Inc. (“Omnia”) alleging claims
of federal and common law trademark infringe-
ment and unfair competition.

2. Stone Creek is a company that manufactures and
sells furniture in Arizona.

3. Stone Creek has operated solely out of the Phoe-
nix, Arizona area, except for a period from 2004 to
2008, during which it also manufactured and sold
furniture in Dallas, Texas.
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Around 1990, Stone Creek adopted and began us-
ing the STONE CREEK mark:

C STONE CREEK_>

10.

FURNITURE * KITCHEN & BATH

The STONE CREEK mark is a “red oval-shape cir-
cle around the words ‘Stone Creek.””

In 1992, Stone Creek first obtained state trade-
mark and trade name registrations for the trade
name “Stone Creek Furnishings” and the follow-

ing trademark: “oval encircling the trade name of
Stone Creek.”

Stone Creek renewed the trade name and trade-
mark certifications in 2006.

On February 7, 2012, Stone Creek became the
owner of U.S. Registration No. 4,095,866 for the
word mark STONE CREEK in standard charac-
ters, and U.S. Registration No. 4,096,079 for the
wording STONE CREEK surrounded by a styl-
ized, red oval.

Household furniture is typically sold locally to cus-
tomers living within a drivable radius from the
furniture outlet retail store.

The size, weight, and costs to ship, as well the cus-
tomers’ preference to see and sit on the furniture,
has created the retail furniture business model,; lo-
cal furniture stores.
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Stone Creek follows the typical retail furniture
store business model, selling its furniture locally
in the Phoenix area.

Stone Creek delivers furniture locally but does not
ship furniture out of state.

Stone Creek has a website, but does not sell furni-
ture directly through its website. It does not en-
gage in internet sales.

Stone Creek operates five showrooms in the Phoe-
nix, Arizona area.

The President and owner of Stone Creek, Ron
Jones, has had a goal of expanding Stone Creek,
but there are no plans to expand and there have
been no acts directed toward expanding after
Stone Creek closed its Texas operations.

The Bon-Ton Stores, Inc. (“Bon-Ton”) is a large re-
tailer that operates furniture galleries in Illinois,
Wisconsin, Pennsylvania, Ohio, and Michigan.

Omnia’s products are sold to purchasers living
within 200 miles of a Bon-Ton Furniture gallery,
which includes portions of Iowa, Indiana, Ohibo,
Wisconsin, Pennsylvania, Illinois, and Michigan,
the Bon Ton trading territory. (the “BTTT”).

The parties’ distinct trading territories are sepa-
rated by over 1000 miles at their closest points and
nearly 2000 miles at their furthest.

From 1993 through 1998, Stone Creek advertised
its brand in the monthly Southwest Airlines Spirit
magazine and America West’s in-flight magazine
(“airline magazines”).
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These airlines travelled in Arizona, as well as
throughout the BTTT.

In 1998, Stone Creek began advertising in Phoe-
nix Magazine and Phoenix Home and Garden
Magazine (“Phoenix magazines”).

Neither the airline magazines nor the Phoenix
magazines had or have a significant presence in
any of the BTTT states and none of them created
awareness of Stone Creek in the BTTT.

Stone Creek’s marketing channels existed only
within the State of Arizona during the relevant
time period.

Stone Creek did not target advertising or market-
ing at the BTTT during the relevant time period.

Stone Creek placed its mark on its website, stone-
creekfurniture.com, as early as 2000.

Stone Creek hired Netwirks to increase its brand
exposure through search engine optimization.

Netwirks has been successful at establishing the
STONE CREEK mark.

Consumers can access Stone Creek’s website by
going to stonecreekfurniture.com or by searching
for “stone creek” and “leather,” “furniture” or “sofa.”

The website has not created awareness of Stone
Creek in the BTTT.

The vast majority of Google searches for Stone
Creek Furniture originate in Arizona.

The number of Google searches for the Stone
Creek website from the BTTT is negligible.
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Consumers in the BTTT are not aware of Stone
Creek Furniture.

There are many businesses within the BTTT that
operate under the name of Stone Creek. These
businesses do not sell furniture.

Dr. Cowan, an expert in statistics and economics,
conducted a brand awareness survey in the BTTT.

99.75% of the respondents to the survey are not
familiar with Stone Creek in Arizona and Stone
Creek has no brand awareness in the BTTT.

Stone Creek has realized more than $200,000,000
in sales since inception, mostly in the Phoenix
area. Approximately 0.3% of its total sales oc-
curred in the BTTT, breaking down as follows:

State Date of Years with Total
First Sale Sales Sales $
Ilinois 1/4/1996 [1996-2009, 2011-/$346,820.90
2013
Ohio 1/29/1996 [1996-1998, 2002,$32,014.25

2003, 2005-2007,
2009

Pennsylvania|1/31/1996 [1996-2003, 2005-$65,607.25

2007, 2009, 2011

Michigan  [2/7/1996 (1996-2004, 2006,/$88,517.33

2007, 2009, 2010,
2011, 2013

Wisconsin |3/26/1996 [1996-1999, 2003-$77,424.71

2006, 2008, 2010,
2011, 2013

Totals $610,384.44
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Stone Creek has the customer list for its approxi-
mate 65,000 transactions since its inception, in-
cluding the approximate 150 customers from the
BTTT who, since inception, purchased Stone
Creek furniture.

The number of Stone Creek customers and the to-
tal value of those sales from the BTT since Stone
Creek’s inception is trivial considered in light of
the number of total sales and the total value of
those sales over that period of time.

There is no evidence presented as to how any of
the approximate 150 customers from the BTTT
came to know of Stone Creek or why any customer
from the BTTT purchased from Stone Creek.

In 2003, Stone Creek met Omnia at a trade show
in San Francisco.

Omnia is a California-based manufacturer of
leather furniture.

Omnia marketed its products to Stone Creek by
explaining Omnia’s leather furniture would fit
well with Stone Creek’s existing sofa and seating
lines.

In 2003, Omnia entered into an Agreement with
Stone Creek to manufacture leather branded with
Stone Creek’s STONE CREEK mark for Stone

Creek’s business.

From 2003 through 2012, Stone Creek was Om-
nia’s customer.

Prior to 2008, Omnia had solicited Bon-Ton’s busi-
ness for a number of years.
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In 2008, Bon-Ton became one of Omnia’s “signifi-
cant” customers.

Bon-Ton did not want to sell Omnia’s furniture un-
der the “Omnia brand,” it wanted a private label—
i.e. a name other than Omnia to avoid competition
with Omnia’s other customers.

After Omnia and Bon-Ton agreed that Omnia
would become Bon Ton’s supplier of leather furni-
ture, Bon Ton indicated that it would like a label
with an “American made name.”

Omnia’s president offered several suggestions, in-
cluding STONE CREEK.

Bon Ton decided to market some of its furniture
under the STONE CREEK name.

Bon Ton’s decision to use Omnia as a supplier was
not tied to nor conditioned on the use of the
STONE CREEK mark.

Omnia knew of Stone Creek’s use of the mark at
the time Omnia offered it for Bon-Ton’s private la-

bel.

Omnia copied the STONE CREEK mark from ma-
terials provided to it by Stone Creek.

Omnia’s president provided old documents that
had the STONE CREEK logo on it to its brand
manager and told him to recreate the identical
STONE CREEK logo.

The mark was digitally recreated because the res-
olution from scanning the old documents was too
low.
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Omnia selected the STONE CREEK mark for
Bon-Ton’s private label, in part, because it
sounded American and because marketing mate-
rials and a logo were already prepared.

Omnia did not choose the mark with the intent of
trading off of Stone Creek’s goodwill.

The logo was the identical STONE CREEK mark
that Stone Creek provided to Omnia for use on its
private label.

Omnia never asked Stone Creek if it could use the
mark.

Omnia never consulted an attorney regarding
whether it could place the STONE CREEK mark
on furniture being sold to Bon-Ton.

Omnia’s president since 2004, Peter Zolferino,
having been in the furniture business and having
done business with Stone Creek, understood that
Stone Creek sold in the Phoenix area, but he never
researched where Stone Creek sold its furniture.

Omnia never performed an internet or other doc-
umentary search to determine where or how Stone
Creek sold its furniture.

Omnia never asked where Stone Creek’s custom-
ers were located prior to using the mark.

Omnia never performed any internet or documen-
tary searches to determine where Stone Creek’s
customers were located.

Omnia adopted and used the STONE CREEK
mark with full knowledge of Stone Creek’s senior
use.
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Bon-Ton entered into an agreement under which
Omnia would manufacture leather furniture for
Bon-Ton using a private label and Bon Ton would
sell the furniture in the BTTT (the “Accused
Sales”).

All of the Accused Sales occurred in the BTTT;
none of them occurred in Arizona. 68. From 2008
to 2013, Omnia sold leather furniture to Bon-Ton
branded with the STONE CREEK mark.

Omnia created point-of-sale binders branded with
the STONE CREEK mark.

Omnia created a wood leg color board for display
in Bon-Ton stores, which had the STONE CREEK
mark prominently displayed.

Omnia created sample leathers for point-of-sale
reference, which were marked with the STONE
CREEK mark.

Omnia redesigned warranty cards with the
STONE CREEK mark and ordered 5,000 new war-
ranty cards for Bon-Ton’s STONE CREEK line.

In 2013, after inquiries from individuals in the
BTTT, Stone Creek asked Omnia if it sold products
under the STONE CREEK mark to other compa-
nies.

Stone Creek’s president also fielded a telephone
call into its office regarding a customer concerned
about a warranty issue on a leather sofa.

The customer indicated that he purchased the
sofa, which was a STONE CREEK brand, from a
Bon-Ton store in Chicago.
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The customer described a warranty document that
had the STONE CREEK mark on it, and the mark
led the customer to Stone Creek’s website.

Stone Creek’s president then found its mark being
used on furniture sold on Bon-Ton’s website.

Omnia’s use of the STONE CREEK mark was con-
firmed by Murray Eastern, Omnia’s Vice Presi-
dent of Sales, in an email dated January 24, 2013,
wherein Mr. Eastern admitted selling furniture
under the STONE CREEK mark: “Ron, yes, we do
sell our products to those stores under their mar-
keting name ‘Stone Creek Leather.’”

Mr. Eastern’s email went on: “In this day of inter-
net shopping and surfing, it is unfortunate and
probably a nuisance for you that your stores are
receiving inquiries regarding these products due
to the similar name . ..”

After Stone Creek notified Omnia of its complaints
in 2013, Omnia changed the name of the furniture
that it had been selling under the STONE CREEK

name to Red Canyon.

Stone Creek’s trademark did not earn any good-
will, reputation, or consumer recognition in the
BTTT.

There was no actual confusion by a consumer in
the BTTT purchasing Omnia STONE CREEK fur-
niture.

Stone Creek owns the website stonecreekfurni-
ture.com.
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In February 2013, Omnia was still using the
STONE CREEK mark with the red oval around
the words “Stone Creek.”

Omnia’s gross revenue from the Accused Sales was
$4,455,352.

CONCLUSIONS OF LAW

Stone Creek asserts claims for federal and com-
mon law trademark infringement and Lanham
Act unfair competition.

A trademark is any word, name, symbol, device, or
any combination thereof, used by a person to iden-
tify and distinguish that person’s goods from those
of others and to indicate the source of the goods,
even if that source is generally unknown. 15 U.S.C.
§ 1127.

“A trademark is a limited property right in a par-
ticular word, phrase or symbol.” New Kids on the
Block v. New Am. Pub., Inc., 971 F.2d 302, 306 (9th
Cir. 1992). It identifies the source of goods.
Brookfield Commc’ns, Inc. v. W. Coast Entm’t Corp.,
174 F.3d 1036, 1051 (9th Cir. 1999).

To prevail on its trademark infringement and un-
fair competition claims, Stone Creek must show:
(1) it owns a valid mark; (2) the mark was used
without its consent; and (3) such unauthorized use
is likely to cause confusion among ordinary con-
sumers as to the source, sponsorship, affiliation, or
approval of the goods. See Credit One Corp. v.
Credit One Fin., Inc., 661 F. Supp. 2d 1134, 1137
(C.D. Cal. 2009) (collecting cases and authorities).
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On August 28, 2014, the Court granted summary
judgment for Stone Creek on the issues of owner-
ship of the STONE CREEK mark and Omnia’s
lack of permission to use the mark for the Accused
Sales.

At trial, Stone Creek had the burden to establish
that Omnia’s unauthorized use was likely to cause
confusion. Stone Creek failed to meet its burden.

The holder of a trademark in a Lanham Act claim,
“must show that the defendant’s use of its trade-
mark ‘is likely to cause confusion, or to cause mis-
take, or to deceive.’” Fortune Dynamic, Inc. v.
Victoria’s Secret Stores Brand Mgmt., 618 F.3d
1025, 1030 (9th Cir.2010) (quoting 15 U.S.C.
§ 1125(a)(1)-(a)(1)(A)). “The test for likelihood of
confusion is whether a ‘reasonably prudent con-
sumer’ in the marketplace is likely to be confused
as to the origin of the good or service bearing one
of the marks.” Dreamwerks Prod. Grp. v. SKG Stu-
dio, 142 F.3d 1127, 1129 (9th Cir. 1998). “The con-
fusion must ‘be probable, not simply a possibility.’”
Murray v. Cable Nat’l Broad. Co., 86 F.3d 858, 861
(9th Cir.1996) (citing Rodeo Collection, Ltd. v. W.
Seventh, 812 F.2d 1215, 1217 (9th Cir. 1987)).

Likelihood of confusion is the core element of
trademark infringement. “The limited purpose of
trademark protections set forth in the Lanham
[Trademark] Act is to ‘avoid confusion in the mar-
ketplace’ by allowing a trademark owner to ‘pre-
vent[] others from duping consumers into buying
a product they mistakenly believe is sponsored by
the trademark owner.’” Mattel, Inc. v. Walking
Mountain Prods., 353 F.3d 792, 806 (9th Cir. 2003)
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(citing Mattel, Inc. v. MCA Records, Inc., 296 F.3d
894, 900 (9th Cir. 2002)).

“Generally, to assess whether a defendant has in-
fringed on a plaintiff’s trademark, we apply a
‘likelihood of confusion’ test that asks whether use
of the plaintiff’s trademark by the defendant is
‘likely to cause confusion or to cause mistake, or to
deceive as to the affiliation, connection, or associ-
ation’ of the two products.” Id. at 806-807 (citing
Cairns v. Franklin Mint Co., 292 F.3d 1139, 1149
(9th Cir. 2002)). “[TThe ultimate test is whether the
public is likely to be deceived or confused by the
similarity of the marks. Whether we call the viola-
tion infringement, unfair competition or false des-
ignation of origin, the test is identical[:] is there a
‘likelihood of confusion?’” New W. Corp. v. NYM Co.
of California, Inc., 595 F.2d 1194, 1201 (9th Cir.
1979) (citations omitted).

The Court finds no evidence of actual confusion by
any consumer when purchasing STONE CREEK
furniture in the BTTT, but even had Stone Creek
shown a trivial number of purchasers had been ac-
tually confused, a trivial number of instances of
actual confusion does not meet the test for trade-
mark infringement. The test is whether the de-
fendant’s mark is “likely to confuse an appreciable
number of people as to the source of the product.”
Falcon Stainless, Inc. v. Rino Cos., 572 Fed. App’x
483, 486 (9th Cir. 2014) (citing Entrepreneur
Media, Inc. v. Smith, 279 F.3d 1135, 1151 (9th Cir.
2002)); see also Playboy Enters., Inc. v. Netscape
Commc’ns Corp., 354 F.3d 1020, 1026 (9th Cir.
2004) (“[Alctual confusion among significant
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numbers of consumers provides strong support for
the likelihood of confusion.”).

When assessing the likelihood of confusion, the
Court may consider the following, non-exhaustive
factors: (1) strength of the mark; (2) proximity of
the goods; (3) similarity of the marks; (4) evidence
of actual confusion; (5) marketing channels used;
(6) type of goods and the degree of care likely to be
exercised by the purchaser; (7) defendant’s intent
in selecting the mark; and (8) likelihood of expan-
sion of the product lines. AMF Inc. v. Sleekcraft
Boats, 599 F.2d 341, 348-49 (9th Cir. 1979), abro-
gated on other grounds by Mattel, Inc. v. Walking
Mountain Prods., 353 F.3d 792, 806 (9th Cir. 2003).

These factors must be applied in a “flexible fash-
ion” as they are intended merely as a proxy or
substitute for consumer confusion, “not a rote
checklist.” Rearden LLC v. Rearden Commerce,
Inc., 683 F.3d 1190, 1209 (9th Cir. 2012). “A deter-
mination may rest on only those factors that are
most pertinent to the particular case before the
court” and the analysis is “best understood as
simply providing helpful guideposts.” Id. at 1209-
10 (quotations and citations omitted).

The Sleekcraft factors weigh in favor of Omnia.
Applying the Sleekcraft factors, the Court finds:

A. The STONE CREEK mark is strong in
Arizona, but it is not recognized in the
BTTT for its relationship to Stone Creek.

B. The goods sold by Omnia and Stone
Creek are the same.

C. The marks are the same.
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D. There is no evidence of actual confusion
by any consumer in the BTTT who pur-
chased Omnia furniture believing it was
manufactured or sold by Stone Creek.

E. The parties had distinct marketing chan-
nels with no opportunity for crossover.
Because of the local nature of the furni-
ture industry, consumers in the BTTT

were not targeted for marketing by Stone
Creek.

F. Furniture is expensive and consumers
are therefore expected to exercise greater
care.

G. Bon-Ton selected the mark because it had
an American sound to it, and because the
marketing material and logo already ex-
isted and were in the possession of Om-
nia. There was no intent to trade off of
Stone Creek’s goodwill.

H. Stone Creek has no plans to expand.

99. Even if the Sleekcraft factors weighed in Stone
Creek’s favor, they may take a back seat when ter-
ritorial divisions prevent confusion. “Even where
the Sleekcraft factors weigh in favor of the [plain-
tiff], . .. territorial divisions may prevent confu-
sion. An unauthorized junior mark user ... can
contest likelihood of confusion by arguing that,
since ‘the registrant and the unauthorized user
are confined to two sufficiently distinct and geo-
graphically separate markets,’ there is no likeli-
hood of confusion.” Russell Rd. Food & Beverage,
LLC v. Spencer, No. 2:12-cv-01514-LRH-GWF,
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2013 WL 321666, at *2 (D. Nev. Jan. 28, 2013) (cit-
ing Dawn Donut Co., Inc. v. Hart’s Food Stores, Inc.,
267 F.2d 358, 364 (2d Cir. 1959)); c¢f: Mister Donut
of Am., Inc. v. Mr. Donut, Inc., 418 F.2d 838, 844
(9th Cir. 1969) (“[W]here a federal registrant has
expanded its business to the point that the use of
the conflictingly similar marks by the registrant
and the unauthorized user are no longer confined
to separate and distinct market areas and there is
established the likelihood of public confusion, the
federal registrant is entitled under the authority
of the Lanham Act to injunctive relief.”) (emphasis
added).

100. Because furniture consumers are local consum-
ers, and because Stone Creek’s entire market
was Arizona and Bon Ton’s market was the five
Midwest states of the BTTT—markets that are
over 1000 miles at their closest points and nearly
2000 miles at their furthest—territorial isola-
tion prevented the likelihood of confusion of
an appreciable number of consumers in the
BTTT.

101. “[T]he sine qua non of trademark infringement is
consumer confusion,” Network Automation, Inc. v.
Advanced Sys. Concepts, 638 F.3d 1137, 1149 (9th
Cir. 2011). Because of the separate markets that
exist here, there is no likelihood of confusion under
any test, including the Sleekcraft factors.

102. The evidence supports a finding that separate
markets prevented the likelihood of confusion:



App. 94

Consumers in the BTTT were unaware of
Stone Creek;

The vast majority of Google searches for
Stone Creek Furniture originate in Ari-
zona;

The number of Google searches for the
Stone Creek website from the BTTT were
negligible;

Stone Creek had no brand awareness in
the BTTT;

There was no actual confusion by a con-
sumer in the BTTT purchasing Omnia
STONE CREEK furniture.

103. Omnia is not liable to Stone Creek on any of Stone
Creek’s claims. Accordingly,

IT IS ORDERED finding in favor of Defendant
Omnia Italian Designs, Inc., and against Plaintiff
Stone Creek, Inc. on all counts and all causes of action.
The Clerk shall enter judgment in accordance with

this Order.

Dated this 9th day of November, 2015.

/s/ Douglas L. Rayes
Douglas L. Rayes
United States District Judge
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15 USCS § 1117
Recovery for violation of rights

(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 43(a) or (d) [15 USCS
§ 1125(a) or (d)], or a willful violation under section
43(c) [15 USCS § 1125(c)], shall have been established
in any civil action arising under this Act, the plaintiff
shall be entitled, subject to the provisions of sections
29 and 32 [15 USCS §§ 1111, 1114], 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. The court shall assess such profits
and damages or cause the same to be assessed under
its direction. In assessing profits the plaintiff shall be
required to prove defendant’s sales only; defendant
must prove all elements of cost or deduction claimed.
In assessing damages the court may enter judgment,
according to the circumstances of the case, for any sum
above the amount found as actual damages, not ex-
ceeding three times such amount. If the court shall find
that the amount of the recovery based on profits is
either inadequate or excessive the court may in its dis-
cretion enter judgment for such sum as the court shall
find to be just, according to the circumstances of the
case. Such sum in either of the above circumstances
shall constitute compensation and not a penalty. The
court in exceptional cases may award reasonable attor-
ney fees to the prevailing party.
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(b) In assessing damages under subsection (a) for
any violation of section 32(1)(a) of this Act [15 USCS
§ 1114(1)(a)] or section 220506 of title 36, United
States Code, in a case involving use of a counterfeit
mark or designation (as defined in section 34(d) of this
Act [15 USCS § 1116(d)]), the court shall, unless the
court finds extenuating circumstances, enter judgment
for three times such profits or damages, whichever
amount is greater, together with a reasonable attor-
ney’s fee, if the violation consists of—

(1) intentionally using a mark or designation,
knowing such mark or designation is a counterfeit
mark (as defined in section 34(d) of this Act [15
USCS § 1116(d)]), in connection with the sale,
offering for sale, or distribution of goods or ser-
vices; or

(2) providing goods or services necessary to the
commission of a violation specified in paragraph
(1), with the intent that the recipient of the goods
or services would put the goods or services to use
in committing the violation.

In such a case, the court may award prejudgment in-
terest on such amount at an annual interest rate es-
tablished under section 6621(a)(2) of the Internal
Revenue Code of 1986 [26 USCS § 6621(a)(2)], begin-
ning on the date of the service of the claimant’s plead-
ings setting forth the claim for such entry of judgment
and ending on the date such entry is made, or for such
shorter time as the court considers appropriate.

(c) Statutory damages for use of counterfeit
marks. In a case involving the use of a counterfeit
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mark (as defined in section 34(d) (15 U.S.C. 1116(d)) in
connection with the sale, offering for sale, or distribu-
tion of goods or services, the plaintiff may elect, at any
time before final judgment is rendered by the trial
court, to recover, instead of actual damages and profits
under subsection (a), an award of statutory damages
for any such use in connection with the sale, offering
for sale, or distribution of goods or services in the
amount of—

(1) not less than $1,000 or more than $200,000
per counterfeit mark per type of goods or services
sold, offered for sale, or distributed, as the court
considers just; or

(2) if the court finds that the use of the counter-
feit mark was willful, not more than $2,000,000
per counterfeit mark per type of goods or services
sold, offered for sale, or distributed, as the court
considers just.

(d) Statutory damages for violation of section
1125(d)(1). In a case involving a violation of section
43(d)(1) [15 USCS § 1125(d)(1)], the plaintiff may elect,
at any time before final judgment is rendered by the
trial court, to recover, instead of actual damages and
profits, an award of statutory damages in the amount
of not less than $1,000 and not more than $100,000 per
domain name, as the court considers just.

(e) Rebuttable presumption of willful violation.
In the case of a violation referred to in this section, it
shall be a rebuttable presumption that the violation is
willful for purposes of determining relief if the violator,
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or a person acting in concert with the violator, know-
ingly provided or knowingly caused to be provided ma-
terially false contact information to a domain name
registrar, domain name registry, or other domain name
registration authority in registering, maintaining, or
renewing a domain name used in connection with the
violation. Nothing in this subsection limits what may
be considered a willful violation under this section.
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15 USCS § 1125, Part 1 of 3

False designations of origin, false descriptions,
and dilution forbidden

(a)

Civil action.

(1) Any person who, on or in connection with any
goods or services, or any container for goods, uses
in commerce any word, term, name, symbol, or de-
vice, or any combination thereof, or any false des-
ignation of origin, false or misleading description
of fact, or false or misleading representation of
fact, which—

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

(B) in commercial advertising or promotion,
misrepresents the nature, characteristics,
qualities, or geographic origin of his or her or
another person’s goods, services, or commer-
cial activities,

shall be liable in a civil action by any person who
believes that he or she is or is likely to be damaged
by such act.

(2) As used in this subsection, the term “any
person” includes any State, instrumentality of a
State or employee of a State or instrumentality of
a State acting in his or her official capacity. Any
State, and any such instrumentality, officer, or
employee, shall be subject to the provisions of this
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Act in the same manner and to the same extent as
any nongovernmental entity.

(3) In a civil action for trade dress infringement
under this Act for trade dress not registered on the
principal register, the person who asserts trade
dress protection has the burden of proving that the
matter sought to be protected is not functional.

(b) Importation. Any goods marked or labeled in
contravention of the provisions of this section shall
not be imported into the United States or admitted to
entry at any customhouse of the United States. The
owner, importer, or consignee of goods refused entry at
any customhouse under this section may have any re-
course by protest or appeal that is given under the
customs revenue laws or may have the remedy given
by this Act in cases involving goods refused entry or
seized.

(c) Dilution by blurring; dilution by tarnish-
ment.

(1) Injunctive relief. Subject to the principles of
equity, the owner of a famous mark that is distinc-
tive, inherently or through acquired distinctive-
ness, shall be entitled to an injunction against
another person who, at any time after the owner’s
mark has become famous, commences use of a
mark or trade name in commerce that is likely to
cause dilution by blurring or dilution by tarnish-
ment of the famous mark, regardless of the pres-
ence or absence of actual or likely confusion, of
competition, or of actual economic injury.

(2) Definitions.
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(A) For purposes of paragraph (1), a mark is
famous if it is widely recognized by the gen-
eral consuming public of the United States as
a designation of source of the goods or services
of the mark’s owner. In determining whether
a mark possesses the requisite degree of
recognition, the court may consider all rele-
vant factors, including the following:

(i) The duration, extent, and geographic
reach of advertising and publicity of the
mark, whether advertised or publicized
by the owner or third parties.

(ii) The amount, volume, and geo-
graphic extent of sales of goods or ser-
vices offered under the mark.

(iii) The extent of actual recognition of
the mark.

(iv) Whether the mark was registered
under the Act of March 3, 1881, or the Act
of February 20, 1905, or on the principal
register.

(B) For purposes of paragraph (1), “dilution
by blurring” is association arising from the
similarity between a mark or trade name and
a famous mark that impairs the distinctive-
ness of the famous mark. In determining
whether a mark or trade name is likely to
cause dilution by blurring, the court may con-
sider all relevant factors, including the follow-
ing:
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(i) The degree of similarity between the
mark or trade name and the famous
mark.

(ii) The degree of inherent or acquired
distinctiveness of the famous mark.

(iii) The extent to which the owner of
the famous mark is engaging in substan-
tially exclusive use of the mark.

(iv) The degree of recognition of the fa-
mous mark.

(v) Whether the user of the mark or
trade name intended to create an associ-
ation with the famous mark.

(vi) Any actual association between the
mark or trade name and the famous
mark.

(C) For purposes of paragraph (1), “dilution
by tarnishment” is association arising from
the similarity between a mark or trade name
and a famous mark that harms the reputation
of the famous mark.

(3) Exclusions. The following shall not be action-
able as dilution by blurring or dilution by tarnish-
ment under this subsection:

(A) Any fair use, including a nominative or
descriptive fair use, or facilitation of such fair
use, of a famous mark by another person other
than as a designation of source for the per-
son’s own goods or services, including use in
connection with—
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(i) advertising or promotion that permits
consumers to compare goods or services;
or

(ii) identifying and parodying, criticizing,
or commenting upon the famous mark
owner or the goods or services of the fa-
mous mark owner.

(B) All forms of news reporting and news
commentary.

(C) Any noncommercial use of a mark.

(4) Burden of proof. In a civil action for trade
dress dilution under this Act for trade dress not
registered on the principal register, the person
who asserts trade dress protection has the burden
of proving that—

(A) the claimed trade dress, taken as a
whole, is not functional and is famous; and

(B) if the claimed trade dress includes any
mark or marks registered on the principal
register, the unregistered matter, taken as a
whole, is famous separate and apart from any
fame of such registered marks.

(5) Additional remedies. In an action brought
under this subsection, the owner of the famous
mark shall be entitled to injunctive relief as set
forth in section 34. The owner of the famous mark
shall also be entitled to the remedies set forth in
sections 35(a) and 36 [15 USCS §1117(a) and
1118], subject to the discretion of the court and the
principles of equity if—
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(A) the mark or trade name that is likely to
cause dilution by blurring or dilution by tar-
nishment was first used in commerce by the
person against whom the injunction is sought
after the date of enactment of the Trademark
Dilution Revision Act of 2006 [enacted Oct. 6,
2006]; and

(B) in a claim arising under this subsec-
tion—

(i) by reason of dilution by blurring, the
person against whom the injunction is
sought willfully intended to trade on the
recognition of the famous mark; or

(ii) by reason of dilution by tarnish-
ment, the person against whom the in-
junction is sought willfully intended to
harm the reputation of the famous mark.

(6) Ownership of valid registration a complete
bar to action. The ownership by a person of a valid
registration under the Act of March 3, 1881, or the
Act of February 20, 1905, or on the principal reg-
ister under this Act shall be a complete bar to an
action against that person, with respect to that
mark, that—

(A) is brought by another person under the
common law or a statute of a State; and

B)

(i) seeks to prevent dilution by blurring
or dilution by tarnishment; or

(ii) asserts any claim of actual or likely
damage or harm to the distinctiveness or
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reputation of a mark, label, or form of ad-
vertisement.

Savings clause. Nothing in this subsection

shall be construed to impair, modify, or supersede
the applicability of the patent laws of the United
States.

(d) Cyberpiracy prevention.

(1

(A) A person shall be liable in a civil action
by the owner of a mark, including a personal
name which is protected as a mark under this
section, if, without regard to the goods or ser-
vices of the parties, that person—

(i) has a bad faith intent to profit from
that mark, including a personal name
which is protected as a mark under this
section; and

(ii) registers, traffics in, or uses a do-
main name that—

(I) in the case of a mark that is dis-
tinctive at the time of registration of
the domain name, is identical or con-
fusingly similar to that mark;

(IT) in the case of a famous mark
that is famous at the time of registra-
tion of the domain name, is identical
or confusingly similar to or dilutive of
that mark; or

(ITII) is a trademark, word, or name
protected by reason of section 706 of
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title 18, United States Code, or sec-
tion 220506 of title 36, United States
Code.

B)

(i) In determining whether a person
has a bad faith intent described under
subparagraph (A), a court may consider
factors such as, but not limited to—

(I) the trademark or other intellec-
tual property rights of the person, if
any, in the domain name;

(II) the extent to which the domain
name consists of the legal name of
the person or a name that is other-
wise commonly used to identify that
person,;

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

(IV) the person’s bona fide noncom-
mercial or fair use of the mark in a
site accessible under the domain
name;

(V) the person’s intent to divert
consumers from the mark owner’s
online location to a site accessible un-
der the domain name that could
harm the goodwill represented by
the mark, either for commercial gain
or with the intent to tarnish or
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disparage the mark, by creating a
likelihood of confusion as to the
source, sponsorship, affiliation, or en-
dorsement of the site;

(VI) the person’s offer to transfer,
sell, or otherwise assign the domain
name to the mark owner or any third
party for financial gain without hav-
ing used, or having an intent to use,
the domain name in the bona fide
offering of any goods or services, or
the person’s prior conduct indicating
a pattern of such conduct;

(VII) the person’s provision of ma-
terial and misleading false contact
information when applying for the
registration of the domain name, the
person’s intentional failure to main-
tain accurate contact information, or
the person’s prior conduct indicating
a pattern of such conduct;

(VIII) the person’s registration or
acquisition of multiple domain
names which the person knows are
identical or confusingly similar to
marks of others that are distinctive
at the time of registration of such
domain names, or dilutive of famous
marks of others that are famous at
the time of registration of such do-
main names, without regard to the
goods or services of the parties; and
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(IX) the extent to which the mark
incorporated in the person’s domain
name registration is or is not distinc-
tive and famous within the meaning
of subsection (c).

(ii) Bad faith intent described under
subparagraph (A) shall not be found in
any case in which the court determines
that the person believed and had reason-
able grounds to believe that the use of the
domain name was a fair use or otherwise
lawful.

(C) In any civil action involving the regis-
tration, trafficking, or use of a domain name
under this paragraph, a court may order the
forfeiture or cancellation of the domain name
or the transfer of the domain name to the
owner of the mark.

(D) A person shall be liable for using a do-
main name under subparagraph (A) only if
that person is the domain name registrant or
that registrant’s authorized licensee.

(E) As used in this paragraph, the term
“traffics in” refers to transactions that in-
clude, but are not limited to, sales, purchases,
loans, pledges, licenses, exchanges of currency,
and any other transfer for consideration or re-
ceipt in exchange for consideration.

(A) The owner of a mark may file an in rem
civil action against a domain name in the ju-
dicial district in which the domain name
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registrar, domain name registry, or other do-
main name authority that registered or as-
signed the domain name is located if—

(i) the domain name violates any right
of the owner of a mark registered in the
Patent and Trademark Office, or pro-
tected under subsection (a) or (c); and

(ii) the court finds that the owner—

(I) isnot able to obtain in personam
jurisdiction over a person who would
have been a defendant in a civil ac-
tion under paragraph (1); or

(II) through due diligence was not
able to find a person who would have
been a defendant in a civil action un-
der paragraph (1) by—

(aa) sending a notice of the al-
leged violation and intent to pro-
ceed under this paragraph to the
registrant of the domain name at
the postal and e-mail address
provided by the registrant to the
registrar; and

(bb) publishing notice of the
action as the court may direct
promptly after filing the action.

(B) The actions under subparagraph (A)(ii)
shall constitute service of process.

(C) In an in rem action under this para-
graph, a domain name shall be deemed to
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have its situs in the judicial district in
which—

(i) the domain name registrar, registry,
or other domain name authority that reg-
istered or assigned the domain name is
located; or

(ii) documents sufficient to establish
control and authority regarding the dis-
position of the registration and use of the
domain name are deposited with the
court.

(D)

(i) The remedies in an in rem action un-
der this paragraph shall be limited to a
court order for the forfeiture or cancella-
tion of the domain name or the transfer
of the domain name to the owner of the
mark. Upon receipt of written notification
of a filed, stamped copy of a complaint
filed by the owner of a mark in a United
States district court under this para-
graph, the domain name registrar, do-
main name registry, or other domain
name authority shall—

(I) expeditiously deposit with the
court documents sufficient to estab-
lish the court’s control and authority
regarding the disposition of the reg-
istration and use of the domain name
to the court; and

(I) not transfer, suspend, or other-
wise modify the domain name during
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the pendency of the action, except
upon order of the court.

(ii) The domain name registrar or reg-
istry or other domain name authority
shall not be liable for injunctive or mone-
tary relief under this paragraph except in
the case of bad faith or reckless disregard,
which includes a willful failure to comply
with any such court order.

(8) The civil action established under paragraph
(1) and the in rem action established under para-
graph (2), and any remedy available under either
such action, shall be in addition to any other civil
action or remedy otherwise applicable.

(4) The in rem jurisdiction established under
paragraph (2) shall be in addition to any other ju-
risdiction that otherwise exists, whether in rem or
in personam.






