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UNITED STATES DISTRICT COURT
DISTRICT OF NEW JERSEY

ZANY TOYS,LLC,

Plaintiff,
Civil Action No. 13-5262(JAP) (TJB)
V.
OPINION
PEARL ENTERPRISES, LLC,

Defendant.

PISANO, District Judge.

This matter comes before the Court upon a@idofor Preliminary Injunction by Plaintiff
Zany Toys, LLC (“Zany Toys” or “Plaintiff”) [ECHNo. 8]. Defendanté&arl Enterprises, LLC
(“Pearl” or “Defendant”) opposes the Motion,danas also filed its own Motion to Dismiss
Counts Il and V of Plaintiff's Amended Complaj@CF No. 24]. The Court has considered the
parties’ submissions and held oral argumentlanch 28, 2014. The Court issues its findings of
fact and conclusions of law on Zany Toys’ Motion as required by Federal Rule of Civil
Procedure 52. For the reasons set forth bellogvCourt will deny Rlintiff's Motion for a
Preliminary Injunction, and grant Defendan¥istion to Dismiss Counts Il and V.

l. Backaround and Findings of Fact

A. Zany Toys and its Marks
Zany Toys is engaged in the businesgestarching, developingarketing and selling

novelty products, toys and game thin@eeDeclaration of Amy Tierrma (“Tiernan Decl.”) § 31.

! To the extent that any findings of fact might constitutechgsions of law, they are adopted as such. Conversely, to
the extent that any conclusions of law constitute findindaatf they are adopted as such. These findings of fact
are applicable to the preliminary injunction motion only; ® d¢ixtent that any facts are referenced in regards to the
motion to dismiss discussion, they are taken from themktad Complaint only, and aasonable inferences are
made in favor of Zany Toys.
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As early as July 23, 2010, Plaintiff has besing the trademarks “THE NO! BUTTON” and
“NO!” (the “Marks”) in interstate commerce @aonnection with a talkig electronic press-down
toy and talking toysSeeAm. Compl. {{ 1-2.

The Marks were initially conceived by Amy Tiernan and Rokefiernan, Jr. (together,
the “Tiernans”), individuals whare now the owners/prcipals of Zany Toys. The Tiernans had
the idea to create THE NO! BUTTON producrsing in about 2003, and spent several years
researching and developing the produseeTiernan Decl. | 7, 12-15The Tiernans originally
conceived the Marks without tlexclamation point; however, egih the development process
and before offering the product for sale, the Tiermaa$ized that the mardould be accidentally
read as “ON” instead of “NO” as it appsan the product. In order to avoid this
misunderstanding, the Tiernans added an exclamatint to the Marks and to the product, to
make clear that the word is “NO” rather than “ONseeSecond Declaration of Amy Tiernan
(“Second Tiernan Decl.”) 11 1B5. Rather than changing tharks, the exclamation point
worked to clarify the Marksld. at 1 16-17.

On or about August 13, 2007, the Tians registered the domain name
“thenobutton.com.” Tiernan Ded].18. This domain name doest contain an exclamation
point because of limitations of the domain namgistration system and rules, which do not
permit exclamation points. Second Tiernan D§d8. On or about July 27, 2007, the Tiernans
began to refer to their product as “The NdtBn” in written communications with designers,
consultants, business partners, &iehds and family. Tiernan Dedt  19. Around that time,
they also began communicating with companie®fdering prototypes. H®y received the first
samples of the products to consider for mankgin 2008. These first versions of THE NO!

BUTTON were keychains that incorporatedHINO! BUTTON, but theTiernans eventually



decided to go forward with THE NO! BUTTON its currently marketed form as a talking
electronic press-down toyd. at 1 21-24. On June 5, 2008 fliernans filed a federal
trademark Application Serial No. 77491387 O BUTTON?” for “talking electronic press-
down toy” and “talking toys” in Class 28. The ithd States Patent & Trademark Office (the
“USPTQO") issued a refusal. The Tiernans were aqiinogseand were uncertain as how to
respond to this refusal and allowed the appibcato be abandoned. They allege that they
maintained dona fideintent to use their mark in commerc&eed. at § 25; Am. Compl.  24.

Between May and July 2010, the Tiernans finalized and approved the final version of
THE NO! BUTTON and began maradturing and marketg activities for thg@roduct. Tiernan
Decl. § 26. The THE NO! BUTON product is a press-down toy, which is marketed with
“‘SIMPLY PRESS THE BUTTON AND HEARA RESOUNDING NO! COME OUT OF THE
BUTTON IN 10 DIFFERENT VERSIONS.”Id. at  54. In July 2010, the Tiernans began
selling the product directly from their website, dhdir first wholesale sal® a retailer occurred
on July 23, 2010d. at 71 29-30. On September 20, 2010, the Tiernans formed Zany Toys, and
conveyed the rights to the Mar&aad other ancillary rights tdany Toys. Zany Toys has been
the owner of the Marksmste September 20, 2010.

B. Popularity and Sale of THE NO! BUTTON

THE NO! BUTTON product is available througétailers such as Learning Express
Stores, iParty, AC Moore, and Hallmark ®t®rand online through digital stores such as
amazon.com and eBay.com. Zany Toys has shifftpegroduct to every one of the 50 states,
and internationally. Plaintiff has enjoyed greatcass in the marketplace. From its launch date
on July 23, 2010, Zany Toys sold 1,596 units of the product in 2010. In 2011, it sold 69,260

units. In 2012, it sold 204,644 units. AsSd#ptember 2013, Zany Toys sold 85,838 units.



Additionally, Zany Toys have furnished demoasisn units to retailers who sell Plaintiff’'s
products for use as display units to allow potémtgstomers to try the product. In 2010, since
the date of launching the product, Zany Toysithed 23 units. In 2011, it furnished 703 units,
and in 2012 it furnished 782 units. As of Septen2013, it had furnished 139 units to retailers
in 2013. THE NO! BUTTON product is the primary soeiof income for Zany Toys. In total,
from July 23, 2010 to September 30, 2013, Plaintiff has sold over 360,000 units of its THE NO!
BUTTON product, amounting to an excess of $4 mnillin sales. Second Tiernan Decl.  27.

On September 28, 2010, Zany Toys createdTine No Button” page on the social
networking site Facebook. As of Septemd@13, this Facebook page has 229 so-called
“Likes.” THE NO! BUTTON product has been usasl part of a video presentation during the
2012 Emmy Awards ceremony, which as mang&g million viewers watch, and used by the
New York Giants football coach Tom Coughlinan interview as part of a National Football
League video. These references and as@$lE NO! BUTTON product were unsolicited and
gratuitous. Zany Toys’ product has also been aseldor featured on other television shows.
SeeTiernan Decl. at 1 41-51.

C. Pearl’'s Conduct

On January 3, 2013, an individual actingbahalf of JR Trading Co., Mr. Yaakov
Feingold, placed an order for 100 unitsRddintiff's THE NO! BUTTON product.SeeAm.
Compl. 1 68; Tiernan Decl. T 64, Ex. F. Tdmail address associateith the order was
yyfeingold@yeshivanet.comSeeAm. Compl. § 69; Tiernan Dealt § 65, Ex. F. On the same
day, January 3, 2013, Pearl filed federal tradé&mgplication Serial No. 85815112 for the mark
THE NO BUTTON! for a “talking etctronic press-down toy” in @s 28 based on § 1(b) intent

to use. As such, Defenddiled no date of first use.



This filing occurred less thamne hour after JR Tradinggaed its order with Zany Toys.
SeeAm. Compl. 1 70; Tiernan Decl. § 72. Tadress provided for Pearl on its Application
Serial No. 85815112 is the same mailingrads provided for JR Trading C8eeTiernan Decl.

1 75. The correspondent identified for the appilbicaused the same email address as the one
used for the January 3, 2013 order placed athy Toys, to wit: yyfeingold@yeshivanet.com.
Id. at 72, Ex. H. Accordingly, at the very leaat, individual using the same personal email
address that placed an order for 100 unifSHE NO! BUTTON product from Zany Toys for JR
Trading also filed Applicatin Serial No. 85815112 in the nawfePearl. Since January 3, 2013,
JR Trading Co. has placed fiaelditional orders from witdany Toys, purchasing a total of
3,300 units of THE NO! BUTTON producfThe last date that JRading Co. placed an order
with Zany Toys was June 26, 2013.

On or about August 1, 2013, Zany Toys idisedi a product sold by Pearl on the website
Rakuten.com. The product image showed ZBoys’ THE NO! BUTTON product, as indicated
by Zany Toys’ superimposed “N” and “O” logo oretproduct. The manufacturer, however, is
identified as Pearl Enterprises, LLSeeTiernan Decl. 1 81-82, Ex. [The advertisement uses
language identical to that which Zany Toys useadvertise, market, and sell its THE NO!
BUTTON product (the “advertisingaty”); in other words, the nmketing story that Zany Toys
created regarding the foundingtbe product and a description of the product appear in an
advertisement for Pearl’s product, accompanying an image of Zany Toys’ pr&ehécid.

Today, this advertisement stillisis, but it now uses a differeimage that does not show the
superimposed “N” and “O” logo of Zany Toys, and does not use the advertising story that Zany
Toys utilizes. SeeDeclaration of Yaakov Feingold (“FeingbDecl”) Ex. C. Zany Toys alleges

that Pearl offered for sale and sold (asszlter) these approxinmely 3,300 units of THE NO!



BUTTON product during the six-month period tihdt. Feingold was buying product from Zany
Toys, and thereafter continued to advertimegenuine THE NO! BUTTON product but fulfilled
orders placed with Pearl’'s own product. Z8mys alleges that Pearl's product looks nearly
identical to its own and recitésn different versions of “Nolike its own, but that Pearl’s
product has poorer quality voice recordings, doesawve appropriate safety warnings on its
packaging, does not include batteries, lacks@sto keep the coveesure, and costs more.
SeeAm. Compl. 11 54-61, 79-9%jernan Decl. 11 81-105.

On September 3, 2013, Zany Toys filed a Clammp against Pearl. Zany Toys amended
its Complaint on October 4, 2013. Plaintiff’'s Anded Complaint makes five claims: (1)
trademark infringement under 15 U.S.C. § 1125@)design and sound recording copyright
infringement under 17 U.S.C. 88 101, et seq.; (Befdesignation of origin, false endorsement,
and unfair competition in violation under 153JC. § 1125; (4) trademark infringement and
unfair competition in violation of New Jersegmmon law, and; (5) fraud on the UPTO in
violation of 18 U.S.C. § 1001. Zany Toys tHéed this current motion for a preliminary
injunction. The preliminary injnction motion is based only on Zany Toys’ claims in Counts I,
II, and Il of its Amended Complaint, to wit, its claims for trademark infringement and unfair
competition in violation of 18).S.C. § 1125 and copyright infringement under 17 U.S.C. 88
101, et seq. Pearl opposes this motion, and ifdsealvn motion to dismiss Zany Toys’ copyright
infringement and 18 U.S.C. § 1001 claims. BecdlseCourt is constrained to dismiss, without
prejudice, Zany Toys’ copyright claimsee infraPart IV, the only claims left before the Court
for a preliminary injunction are Zany Toys’ texdarks claims. Because, however, there is no
evidence of Pearl currently “using” the infringitragdemark, the Court must, at this time, deny

Zany Toys’ request for a preliminary injunction.



. Standard of Law

In evaluating a motion for preliminary injunctive relief, a court must consider whether:
“(1) the plaintiff is likely to succeed on the mii (2) denial will result in irreparable harm to
the plaintiff; (3) granting the injunction will noésult in irreparable harm to the defendant; and
(4) granting the injunction is in the public interesiNutraSweet Co. v. Vit-Mar Enterprises
Inc., 176 F.3d 151, 153 (3d Cir. 1999) (quotivigldonado v. Houstoyri57 F.3d 179, 184 (3d
Cir. 1998)). A preliminary injunction “should not be granted unless the movant, by a clear
showing, carries the burden of persuasidtazurek v. Armstrond20 U.S. 968, 972 (1997).
Preliminary injunctive relief is afextraordinary and drastic remedygdl, which “should issue
only if the plaintiff produces evidence sufficientdonvince the district couthat all four factors
favor preliminary relief.”American Tel. and Tel. Co. Winback and Conserve Program, Inc.
42 F.3d 1421, 1427 (3d Cir. 1994). “The burden lies withplaintiff to establish every element
in its favor, or the gant of a preliminary injnction is inappropriate P.C. Yonkers, Inc. v.
Celebrations the Partgnd Seasonal Superstore, L1428 F.3d 504, 508 (3d Cir. 2005).

Federal Rule of Civil Procedure 12(b)(6) provides that a court may dismiss a complaint
“for failure to state a claim upon which reliedn be granted.” When reviewing a motion to
dismiss, courts must first separate the fachnal legal elements ofdtclaims, and accept all of
the well-pleaded facts as trueowler v. UPMC Shadysid®&78 F.3d 203, 210-11 (3d Cir. 2009).
All reasonable inferences must ipade in the Plaintiff's favorSee In re Ins. Brokerage
Antitrust Litig, 618 F.3d 300, 314 (3d Cir. 2010).

In order to survive a motion to dismiss, thlaintiff must provide'enough facts to state a
claim to relief that is plausible on its fac&&ll Atl. Corp. v. Twomb|y550 U.S. 544, 570

(2007). This standard requires the plaintifstmw “more than a sheer possibility that a



defendant has acted unlawfullyAshcroft v. Igbal556 U.S. 662, 678 (2009). A “plaintiff's
obligation to provide the grounds s entitle[ment] to relief requires more than labels and
conclusions, and a formulaic recitation of the elements of a cause of action will not do.”
Twombly 550 U.S. at 555 (internal quotations a&itdtions omitted). When assessing the
sufficiency of a civil complainta court must distinguish faciusontentions and “[tlhreadbare
recitals of the elements of a cause ofatgtsupported by mere cdasory statements.1gbal,
556 U.S. at 678. Any legal conclusions are “etitled to the assurtipn of truth” by a
reviewing court.ld. at 679. Rather, “[w]hile legal congwns can provide the framework of a
complaint, they must be supported by factual allegatiolts;"’see also Fowler578 F.3d at 210
(explaining that “a complaint must do more th#lage a plaintiff's entitlement to relief”).

[l. Discussion and Conclusions of Lav on Plaintiff's Trademark Claims

A. Likelihood of Success on the Merits

“The Lanham Act defines trademark infringement as use of a mark so similar to that of a
prior user as to be ‘likely toause confusion, or to cause mistake, or to deceivier&edom
Card, Inc. v. JP Morgan Chase & CGa@32 F.3d 463, 469 (3d Cir. Del. 2005) (quotitms
Pharm., Inc., v. Andrx Corp369 F.3d 700, 711 (3d Cir. 2004) (quoting 15 U.S.C. § 1114(1)).
To prove trademark infringement under the Laniat “a plaintiff must demonstrate that (1) it
has a valid and legally protectable mark; (2) inewthe mark; and (3) the defendant's use of the
mark to identify goods or serviceauses a likelihood of confusiolA&H Sportswear, Inc. v.
Victoria's Secret Stores, In@37 F.3d 198, 210 (3d Cir. 2000). “A likelihood of confusion
exists when ‘consumers viewing the mark wopitdbably assume thatehproduct or service it
represents is associated witle source of a different products®rvice identified by a similar

mark.” 1d. at 211 (quotindranoff-Perlstein Assocs. v. Skl&67 F.2d 852, 862 (3d Cir.



1992)). Likelihood of confusion applies to both ambn of products or to confusion of source.
See Kos Pharm369 F.3d at 711. Here, Pearl has adghat Zany Toys lacks a valid and
protectable mark, and that eviéit did, it has failed to establisa likelihood of confusion.

1. Valid and Protectable Mark

Unregistered marks are protected togame extent as registered marks under the
Lanham Act “because trademark rights emanate from use and not merely registiti€fy.J.
Charles Schwab & Co., Inc97 F. Supp. 2d 592, 598 (D.N.J. 200e Two Pesos, Inc. v. Taco
Cabana, Inc.505 U.S. 763, 768 (1992) (Jflis common ground th& 43(a) protects qualifying
unregistered trademarks and ttie general principles qualifyg a mark for registration under §
2 of the Lanham Act are for the most partle@ble in determining wéther an unregistered
mark is entitled to protection und® 43(a).”). An unregistered ma however, is only valid and
legally protectable if the mark is inherendlistinct or has otherwise developed secondary
meaning.See Duffy97 F. Supp. 2d at 598.

The scope of protection of an unregistaratk depends on the distinctiveness of the
mark. Marks are evaluated within the followirapge of distinctiveness, from inherently
distinctive to nondistinctive: “1) arbitrary orrfeiful (such as ‘KODAK?"); (2) suggestive (such
as ‘COPPERTONE); (3) descriptive (such'8&CURITY CENTER"); and (4) generic (such as
‘DIET CHOCOLATE FUDGE SODA).” Freedom Cardinc., 432 F.3d at 472 (quotation and
citation omitted). An arbitrary or fanciful mahias no logical or suggestivelation to the actual
characteristics of the goods or services. A ssitigge mark suggests rather than describes the
characteristics of the goods, but requires sorstauer thought or perception to determine what

the product is. If a term is held to be arbirar suggestive, it is#ated as distinctive and

2 Unregistered marks, however, do not have a presumption of validity, and a plaintiff has the bprdemgfthat
its unregistered mark is protectablee Sklar967 F.2d at 857 n.11.
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qualifies for trademark protection (at least in thaseas where the senimer applies it to its
goods). See Checkpoint Sys., IncGheck-point Software Techs., In269 F.3d 270, 282 (3d
Cir. 2001);Sklar, 967 F.2d at 855. A descriptive marksdebes the intended purpose, function,
or use of the product, and conveys an immediga of the qualities arharacteristics of the
goods. Checkpoint Sys269 F.3d at 282. It can be given &athrk rights, but only if a claimant
can establish “secondary meagp” meaning that the consursedentify the term with the
claimant. See Sklaro67 F.2d at 855. Finally, a generic taema common descriptive name of a
product, and is not given trademark protaas because a party “cannot deprive competing
manufacturers of the product of thght to call an article by its nameld. (quotation and

citation omitted).

Here, Defendant Pearl argues that ZaaysIcannot obtain a preliminary injunction
because its Marks are not protectable as thegairdistinct. Zany Toys argues that Pearl should
be estopped from arguing thEHE NO! BUTTON trademark iaon-distinctive because Pearl
itself has filed an applicatn for the mark THE NO BUTTONKSeeReply Br. at 3. The Court
agrees. Pearl’s representations to the USPTO reigarils nearly identical mark indicates its
belief that the THE NO! BUTTON matris inherently distinctive See also MNI Mgmt., Inc. v.
Wine King, LLG 542 F. Supp. 2d 389, 409 (D.N.J. 2008)h¢ fact that defendants sought
trademark protection for an identical mark irdrely acknowledges that defendants also believe
that the First Mark is valid and protectabldifjternal quotation omitted). Because it already
took the position to the USPTO that its marksvdistinctive, it cannot now argue that Zany

Toys’ Mark is not distinctivé. SeeChase Manhattan Bank, USA, N.A. v. Freedom Card, Inc.

% The parties have concentrated their arguments, in both their submissions and at oral argunesfitj BIN(!
BUTTON mark. The Court’s decisiasa therefore focused on the same.

* In similar scenarios, courts have held thatetisee estoppel” works tates a trademark licensee from
challenging the validity of marks it has licens8de Unicasa Mktg. Group, LLC v. Martha Spin@lio. 04-4173,

10



333 F. Supp. 2d 239 (D. Del. 2004) (citingpntrose Med. Group Participating Sav. Plan v.
Bulger, 243 F.3d 773, 779 (3d Cir. 2001nvoking judicial estoppel wdn party to be estoppel
asserts a position that is irreconcilably inconsistath one he asserted in a prior proceeding);
aff'd, 432 F.3d at 476. This is particularly true here, where Pegupsication Serial No.
85815112 was published for opposition on October 15, 2013 (meaning that the USPTO did not
find the mark to be merely generic or degtivie), over two weeks liere Pearl’s responsive
pleadings to this Motion were due. It wouldrbanifestly unjust to allow Pearl to argue that
Zany Toys’ Marks are not valid and protectainarks after Pearl’s owApplication has been
published for opposition. Aftellato find that Zany Toys doesot have a protectable mark
could lead to a scenario whered? could file its own claim agast Zany Toys for infringing on
Pearl’s registered mark.

Furthermore, even if Pearl could argue thany Toys’ Mark was not distinct, this Court
agrees with Zany Toys thasiTHE NO! BUTTON mark is a validnd protectable mark. While
it is a thin line between aiggestive mark and a descriptiviark, the Court is persuaded by
Zany Toys that the mark appropriately belongghe suggestive side of the distinctiveness
continuum. “A term is descriptive if it forthtth conveys an immediate idea of the ingredients,
gualities or characteristics of the goods. Iftfental leap between the word and the product's
attributes is not almost inst@meous, this strongly indiast suggestiveness, not direct
descriptiveness.Yista India v. Raaga.LC, 501 F.Supp.2d 605, 617 (D.N.J. 2007) (internal
guotations and citations omitted). The Qdinds that the THE NO! BUTTON mark is
suggestive, as it suggests ratthem describes the claateristics of Zany dys’ product; it is not

immediately apparent from the mark attihe product Zany Toys provideSee MNI Mgm}.542

2007 U.S. Dist. LEXIS 16628, at *13-14 (D.N.J. Mar. 7, 2007) (ci@ngative Gifts, Inc. v. UF(235 F.3d 540,
548 (10th Cir. 2000))See also Doeblers' Pa. Hybrids, Inc. v. Doepfer2 F.3d 812, 825 n.14 (3d Cir. 2006)
(explaining what licensee estoppel is, but declining to address the applicability or proprietary of it).

11



F. Supp. 2d at 409. As counsel for Zany Taggued at oral argument, the mark THE NO!
BUTTON does not automaticallyibg to mind what it is; for exapie, to hear the mark may
bring to mind a pin-button with the word “NO!” on iit is more than an instant mental leap to
go from the words of the mark to the protdsi@ttributes as a talking push down tee id.
Thus, Zany Toys has established the first elerokit$ trademark infringement claims under the
Lanham Act.

Even if the Court were to find that theraToys’ Mark is merely descriptive, however,
it is protectable because it has achievezbadary meaning. “Secondary meaning is
demonstrated where, ‘in the minds of the pulthe, primary significancef a product feature or
term is to identify the soce of the product itself.’'Duffy, 97 F. Supp. 2d at 599 (quotiRkgrd
Motor Co. v. Summit Motor Prods., In€30 F.2d 277, 292 (3d Cir. 1991)). Courts may
consider the following factors when determiningetondary meaning existy1) the extent of
sales and advertising leading to bugissociation, (2) length of ug@) exclusivity of use, (4) the
fact of copying, (5) customer surveys, (6) custotestimony, (7) the use of the mark in trade
journals, (8) the size of the company, (9) the nunatbsales, (10) the number of customers, and
(11) actual confusionSee id(citing Ford Motor, 830 F.2d at 292).

Plaintiff first began using the mark “TH&EO! BUTTON” in 2010 to identify its product.
By July 2011, its packaging contained Mark, and by August or September 2011 the
packaging included the Mark withe “TM” designation. Plaintiff'sales have been in excess of
$4 million in three years while selling over 360,000 units. While Plaintiff has not provided much
evidence of print advertising,ntaintains a social media preserand has furnished nearly 1,800
demonstration units of its product for usedaplay units to retailers who sell THE NO!

BUTTON product for potential customers to try. Further, Zany Toys has maintained exclusive

12



rights to the Mark, and took aati against two internet supplidfgat were selling infringing
products, forcing the cessationtbé manufacturing and salestbé infringing product. One of
these suppliers now purchases genuine prodoct Zany Toys, and the other neither sells nor
manufactures infringing produckEinally, the “vitally importantactor of evidence of copying”
exists here Ford Motor Co, 930 F.2d at 297. Copying can be inferred here not only from the
close resemblance of the trademarkssaatad THE NO! BUTTON v. THE NO BUTTON!), but
also from the fact that Pearl’s trademark agilon was filed less thaan hour after purchasing
Zany Toys’ product directly from Zany Toys. #ie time that Mr. Feingold made the purchase
of the product, Zany Toys was not only netrkg and selling its product under THE NO!
BUTTON, but also packaging their ordeénscartons marked ith THE NO! BUTTON

trademark. Thus, the (1) extent of plaintifaes and advertising, (2) exclusivity of use and
relatively long use of time usirthe Mark, (3) number of sales and customers, and (4) evidence
of copying shows that Zany Toys’ Mahlas achieved secondary meaniSge MNI Mgmt.542

F. Supp. 2d at 410.

2. Ownershipf Mark

In the Third Circuit, the ownership of anregistered mark is settled by the doctrine of
first appropriation. That is, He first party to adopt a tradank can assert ownership rights,
provided it continuously &s it in commerce.’Ford Motor Co. v. Summit Motor Products, Inc.
930 F.2d 277, 292 (3d Cir. 1991). Here, it is undisguhat Zany Toys was the first party to
adopt the mark at issue here. The addition @ftkclamation point to Zany Toys’ Mark is not a
substantial change of the mark, only an improvemeéntther, Zany Toys has established that it
added the exclamation point to its mark befoeefitst sales of the product took place, and that

the packaging of Zany Toys’ produtas consistently used thecémation point since at least
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July 2011, and has used the “TM” designasorce at least September 2011. Therefore,
Plaintiff has clearly used ifglark continuously in comnree since at least July 2011,
establishing its ownership rights.

3. Likelihoodof Confusion

“The law of trademark protects trademarkners in the exclusesuse of their marks
when use by another would bkdly to cause confusion.Fisons Horticulture, Inc. v. Vigoro
Industries, InG.30 F.3d 466, 472 (3d Cir. 1994) (citihngerpace Corp. v. Lapp, Inc721 F.2d
460, 462 (3d Cir. 1983) (other citations omitted)likelihood of confusion exists when
“consumers viewing the mark waliprobably assume that the protlacservice it represents is
associated with the source of a differemddarct or servic&dentified by a similar mark.Sklar,

967 F.2d at 862. However, before reaching thesisgwvhether the potentially infringing mark
is “likely to create confusionthe more elementary questionvafiether or not Pearl made any
“use of the mark to identify goods services” must be addresseHloward Johnson Int'l, Inc. v.
Vraj Brig, LLC, Civil Action No. 08-1466, 2010 U.S. Dist. LEXIS 3189, at *16-17 (D.N.J. Jan.
14, 2010)see alsdl5 U.S.C. § 1125(a).

Numerous courts have noted that the actualafis protected mark is a prerequisite to
trademark infringement actiorsee, e.gBird v. Parsons289 F.3d 865, 877 (6th Cir. 2002)
(noting that claims of trademamfringement would fail unless defendants used the mark in a
prohibited manner}doliday Inns, Inc. v. 800 Reservation, In@6 F.3d 619, 625, 626 (6th Cir.
1996),cert. denied519 U.S. 1093 (1997) (finding that “tdefendants’ use of a protected mark
or their use of a misleadingmesentation is a prerequisitethe finding of a Lanham Act
violation” and to otherwise “stretch[] the pldanguage of the Lanham Act” to cover a dispute

where the defendants had not uttesl mark is “unjustified”)DaimlerChrysler AG v. Bloon815
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F.3d 932, 936 (8th Cir. 2002) (noting that niaiof trademark infringement and false
designation of origin under the hlaam Act require actual use as a prerequisite to liability)
(citing Holiday Inns, Ing 86 F.3d at 626)AmMed Direct, LLC v. Liberty Medical Supply, Inc
No. 3:09-00288, 2009 U.S. Dist. LEXIS 87518%*W-16 (M.D. Tenn. Sept. 23, 2009) (noting
that an essential element obpf for a Lanham Act violation is use of the mark or a deceptively
similar copy of the mark) (citingloliday Inns, Inc 86 F.3d at 626)Jokota Horse Conservancy,
Inc. v. Bernhardt666 F. Supp. 2d 1073, 1078 (D.N.D. 2009) (noting that trademark
infringement claims require use of the protected mark) (ckioliday Inns, Ing 86 F.3d at 626;
DaimlerChrysler AG315 F.3d at 936)). This inales courts in our DistrictSee Howard
Johnson2010 U.S. Dist. LEXIS 3189, at *16-22 (“sum, the Lanham Act only prohibits the
affirmative use of a protected mark, and only when that use is in connection with the defendant's
offer or provision of goods or services.Ramada Worldwide, Inc. v. Shriji Krupa, LLCivil
Action No. 07-2726, 2009 U.S. Dist. LEXIS 44279, at *14-17 (D.N.J. May 27, 2009) (reserving
ruling on motion for damages because the pféiailed to provide any evidence that the
defendant's misuse of the marks continued adieipt of cease and desist letters; plaintiff only
proffered that the defendant continued to theemarks after the cease and desist letters).

Here, Zany Toys has failed to provide aawdence of the actuake of the protected
Mark or of any facsimile of Zany Toys’ trathark by Pearl. While Pearl has filed for a
trademark for THE NO BUTTON!, itited an intent-to-use applitan, indicating that Pearl has
not used the applied-for mark in commer&any Toys has produced no evidence that Pearl is
using this mark in commerce. While Zany Tdwss provided Pearl’ daertisement from third-
party website Rakuten.com from which it hddntified Pearl’s alleged infringing product on

August 1, 2013, this advertisememty identifies the sale of WO Sound Button” by Pearl.
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SeeTiernan Decl. Ex. I. Itlsould be noted, however, that tineage of the product in this
advertisement clearly shows the superimpdsBdnd “O” logo of Zany Toys on it, which is
undisputed by the parties as being a trademaglany Toys. While this actual use of this
image, together with Zany Toys’ advemigistory, would most likely constitute trademark
infringement, the advertisement as it extstday uses neither of these thingee Days Inn
Worldwide, Inc. v. BFC Mgmt., Inc544 F. Supp. 2d 401, 405 (D.N.J. 2008) (explaining that the
unauthorized use of a party’s mark for a cerpariod of time likely ceated confusion to the
public). Rather, it only advertises thdesaf a “NO BUTTON (BY PEARL ENTERPRISES,
LLC),” with an image of the productahlacks any of Zay Toys’ Marks. SeeFeingold Decl Ex.
C. Plaintiff has offered no other evidence of tise of its Marks by Pearl, and this Court cannot
assume that such use is currently occurring.

Therefore, while Pearl’s bewar is unsavory, whout proof before the Court that Pearl
is either using Zany Toys’ trademarks or a iiade of Zany Toys’ Marks, there is nothing for
this Court to enjoin.See, e.g.Taubman Co. v. Webfea®19 F.3d 770, 775 (6th Cir. 2003) (“A
preliminary injunction is proper only farevent an on-going violation.”) (citindecht Co. v.
Bowles 321 U.S. 329-30 (1944)). Consequently, Zany Toys’ motion for a preliminary
injunction based upon its trademark must be dkeni&hile Plaintiff'srecitation of the facts
clearly make out claims for trademark infrimgent and unfair competition (both statutory and
under New Jersey common law), the Court is trarted in its ability to actually enjoin
Defendant, who has skirted its way around tebg selling a product that may clearly violate
Plaintiff's rights but that does not actuallys&l’ the trademark at issue here. The Court,

therefore, stresses that itasly denying this preliminary jonction under these facts.
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V. Pearl’'s Motion to Dismiss Countsll and V of the Amended Complaint

As discussed, Pearl has filed a motioligmiss certain claims from Zany Toys’
Amended Complaint pursuant to Fed. R. CiviEDb)(6). Specifically, Pearl argues that Zany
Toys has failed to properly state copyright infringement claims Count Il, and lacks standing
to bring a claim under 18 U.S.C. § 1001.

A. Zany Toys’ Copyright Claim

In its Amended Complaint, Zany Toys allegbat Pearl has infiged upon two of its
copyrights. The first of these copyrights is foorige or all of the voice recordings incorporated
in Plaintiff’'s product,” for which Zany Toys owrgscopyright registratn. The second of these
copyrights is for the design of Zany Toys’ pratidor which Zany Toys had filed a copyright
application, but was not registered?earl has moved to dismiss these claims, arguing that Zany
Toys has failed to state a claim for copyrigtitingement. Because the Court must dismiss
these claims under Rule 12(b)(6), Zany Tagsjuest for a preliminary injunction based on
copyright infringement mst also be denied.

1. Zany Toys' Design Copyright

Plaintiff has asserted a claim for cogyr infringement in & design of its product;
specifically, Zany Toys alleges that Pearl lidignged upon its design copyright of THE NO!
BUTTON product, becauseeBrl “deliberately and tentionally copied Plaitiff's product in its
entirety, and most importantly, Defendant aapPlaintiff's layout ad arrangement, visual
presentation, color scheme, shape scheme, fahthee overall look and appearance of Plaintiff's
product.” Am. Compl. 1 103. In order to ditsh a claim for copyright infringement, “two

elements must be proven: (1) ownership vlid copyright, and (23opying of constituent

® As discussed below, at the time of the filing of Amended Complaint, Zany Toys’ application was pending.
Since that time, Zany Toys’ registration has been denied.
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elements of the work that are originaFeist Publ'ns, Inc. v. Rural Tel. Serv. C499 U.S. 340,
361 (1991). A copyright registrat certificate is prima facie @lence sufficient to meet the
first prong of the analysisSeel7 U.S.C. 8§ 410(cford Motor Co. v. Summit Motor Prods.,
Inc., 930 F.2d 277, 290 (3d Cir. 1991).

Section 411(a) of the Copght Act specifically provids that “no civil action for
infringement of the copyright in any United Stavasrk shall be instituted until preregistration or
registration of the copyright claim has been mad&ccordance with this title.” 17 U.S.C. §
411(a);see also Reed Elsevier, Inc. v. Muchn&®9 U.S. 154, 157 (2010)Section 411(a)'s
registration requirement is a pogalition to filing a claim that does not restrict a federal court's
subject-matter jurisdiction.”). Despite this seemingly clear language of the statute, courts are
split over whether the pre-suit “registratia@guirement mandates that a certificate of
registration must be issued the Copyright Office before brging suit (the “registration
approach”) or if a pending copyright applicatiis sufficient (the “aplication approach”) See
Patrick Collins, Inc. v. DogB43 F. Supp. 2d 565, 568 (E.D. Pa. 2011) (ciiogmetic Ideas,

Inc. v. IAC/Interactivecorp 606 F.3d 612, 615-16 (9th Cir. 20)@ataloging cases and noting
circuit split). While tke Third Circuit has not squarely addsed this issué,has found that
“[a]n action for infringement of aopyright may not be brought untiile copyright is registered.”
Dawes-Lloyd v. Publish Am., LLLR41 F. App’x 956, 957 (3d Cir. 2011) (per curiam). While
Dawes-Lloyddealt with a plaintiff who hdvapparently not registerdxr copyright or filed for a
copyright, such a statement by the Third Circuleast suggests that tHBrcuit would take the
registration approachSee Patrick Collins843 F. Supp. 2d at 569. This is particularly
persuasive when taken in consideration withuhambiguous languagetbg relevant statutory

language.Seel7 U.S.C. 8§ 411(a). Therefore, the Cowitt adopt the regisation approach for
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Zany Toys’ claim for copyright infringement, in acdance with other courtia this District.

See North Jersey Media Group Inc. v. Sas€wil Action No. 12-3568, 2013 U.S. Dist. LEXIS
1536, at *6-7 (D.N.J. Jan. 4, 2018gvey v. Brownstone Inv. Group, LLCivil Action No. 11-
395, 2012 U.S. Dist. LEXIS 12175, at *8-10 (D.N=&b. 1, 2012) (“[T]he law is clear:
copyright holders must register their wollefore suing for copyght infringement.”);|DT

Corp. v. Unlimited Recharge, IncCivil Action No. 11-4992, 2011 U.S. Dist. LEXIS 138666, at
*20-21 (D.N.J. Dec. 2, 2011) (finding that pramfan application for registration was
insufficient to establish a likelihood of susseon the merits necessary for a preliminary
injunction); Telebrands Corp. v. Exceptional ProdSivil Action No. 11-2252, 2011 U.S. Dist.
LEXIS 139308, at *7 (D.N.J. Dec. 5, 2011) (“[A] s may not state a prima facie case of
copyright infringement where the party does nothalegistered copyrigln accordance with
17 U.S.C. 8 411(a).”see also Patrick Collinsg43 F. Supp. 2d at 568-70.

Here, Zany Toys has alleged that it “hidesdf an expedited copyht application for the
design of its THE NO! BUTTON on July 28013, under Case No. 1-983605311.” Am. Compl.
1 17. Atthe time it filed its Amended Complaititerefore, Zany Toys did not have a registered
copyright for its product design. Evidence ofaguplication for registration is insufficient to
establish a likelihood of success on the mdoitsa copyright infringement claimSee IDT
Corp, 2011 U.S. 2011 U.S. Dist. LEXIS 138666, at *20-21. Therefore, because Zany Toys’
failure to establish the necessary pre-conditionaving registered its copyright before filing its
Amended Complaint, it has failed to allegprana facie case for copght infringement.See N.
Jersey Media Grouy013 U.S. Dist. LEXIS 1536, at *Levey 2012 U.S. Dist. LEXIS 12175,

at *8. Consequently, the Court must deny PI#iatclaim for a preliminary injunction at this
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time, and must grant Pearl’s motion to disntigs part of Count Il of Plaintiff's Amended
Complaint, but stresses that tdismissal is without prejudic®.

2. Zany Toys’ Sound Recordings

Next, Plaintiff asserts a chaifor copyright infringement ats sound recordings in its
product. SeeAm. Compl. 11 102, 105. As discudsa claim for copyright infringement
requires ownership of a copyrighudd copying by the defendaridam Things from Den. v. Russ
Berrie & Co, 290 F.3d 548, 561 (3d Cir. 2002) copyright registratin certificate is prima
facie evidence sufficient to meet the first prong of the analygel7 U.S.C. § 410(cF-ord
Motor, 930 F.2d at 290. Plaintiff owns a copyrighgistration over “all or most” of the sound
recording incorporated within its productherefore, this first prong is satisfied.

Under the second prong of a claim for copyrigiingement, a plaintiff must show that
the allegedly infringing party “copied” their wia With respect t@opyrights in sound
recordings, the Copyright Act confers more limitedyhits than to other types of copyrighted
work. Seel7 U.S.C. 88 106, 114. For example, onlyrigats of reproduction, preparation of
derivative works, and distribution of copiase conferred to a copyright owner of a sound

recording. “Moreover, the rightkat are conferred are more iied than in the case of other

® Before the issuance of this Opinion, but after the filing of its Amended Complaint and briefing was concluded on
both motions before the Court, Zany Toys filed a letter indicating that this copyright has been rgjtuted.B.
Copyright Office. While § 411(a) allows for the institutioha copyright infringement action once an applicant has
been refused registration, the language of the statue again specifies that such an action can only be
commenced once the registration is refused, not when such application is pSetiggll(a) (“[W]here the

deposit, application, and fee required for registration have been delivered to the CopyraghinQffoper form and
registratiorhas been refusethe applicant is entitled to initiate a iti&ction for infringement. . . .”) (emphasis

added). The fact that the pending application has been refused does not change the fact that HiayitSoys

claim before it had met the necessary pre-condition. Plaintiff, however, has leave to file a second amended
complaint. Because Zany Toys would not be statiolgian for copyright infringemerttased on an unregistered

work, it must take care to allege sufficidacts to allow this Court to plausiblyfer that the work is protectable.

" While most copyright infringement claims are primarily concerned with the issue of if the allegedly infringing
work is substantially similar to the original work, the asa for determining the infringement of a sound recording
copyright is different.See Bridgeport Music, Inc. v. Dimension Fijm$0 F.3d 792, 798 (6th Cir. 2005). “The

scope of inquiry is much narrower when the work in question is a sound recording. The only issue is whether the
actual sound recording has been used without authorization. Substantial similarity is not ardsstig98 n.5

(citation omitted)see also Fharmacy Records v. Nas248 F.R.D. 507, 527 (E.D. Mich. 2008).
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works.” Agee v. Paramount Communs9 F.3d 317, 321 (2d Cir. 1995). For example, the
reproduction right

is limited to the right to duplicate thewnd recording in the form of phonorecords

or copies that directly andirectly recapture thactual sounds fixed in the

recording . . . . The exclusive rightstbe owner of a copyright in a sound

recording...do not extend to the making or duplication of another sound recording

that consists entirely of an independixdtion of other sounds, even though such

sounds imitate or simulate thosetlve copyrighted sound recording.
17 U.S.C. § 114(b). In other words, “[m]enaitation of a recorded performance would not
constitute a copyright infringemeeven where one performer darately sets out to simulate
another's performance as exactly as possiMaller v. Ford Motor Cao,. 849 F.2d 460, 462 (9th
Cir. 1988) (quoting Notes on thedlaiary, 17 U.S.C.A. 8 114(b)}ee also Bridgeport Music
410 F.3d at 800 (“This means that the world atdasgfree to imitate or simulate the creative
work fixed in a recording smhg as an actual copy of the souadarding itself is not made.”).
Therefore, courts have found that copyright protection for sound recordings extends only to
duplications of such recardys, not to imitationsSee, e.gBridgeport Music, Inc. v. Dimension
Films, 410 F.3d at 80Q;ieb v. Topstone Indys/88 F.2d 151, 153 (3d Cir. 1986) (recognizing
district court’s granting of summary judgment because “defésded not violated the Act
because the legislative history makes cleat deliberate imitation does not contravene the
limited protection extended to recordingEEyjckson v. Blake839 F. Supp. 2d 1132, 1135 n.3
(D. Or. 2012) (“[A] a copyright ira sound recording only protectsaast a direct duplication of
that recording.”)Marshall v. HuffmanCivil No. 10-1665, 2010 U.S. Dist. LEXIS 134334, *10-
12 (N.D. Cal. Dec. 9, 2010) (dismissing a claimdopyright infringement of a sound recording
because plaintiffs claim did not “allege thia¢ actual sounds fixed in the copyright sound

recording were duplicated’Romantics v. Activision Publ'g, In&74 F. Supp. 2d 758, 768

(E.D. Mich. 2008) (explaining th& 144(b) “expressly disallows any recourse for a sound-alike
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recording of a song”fharmacy Record248 F.R.D. at 528 (entering summary judgment for
defendants on a sound recording copyright infnmeet claim where platiifs failed to offer
proof that the sound recording was duplicat&it)ffin v. J-Records398 F. Supp. 2d 1137, 1142
n.14 (E.D. Wash. 2005) (holding that a sound reocgrdopyright is not wlated where a party
attempts to imitate the recording).

Here, Zany Toys has only alleged that Phad “copied many, if not all, of the voice
recordings incorporated Rlaintiff's product.” Am. Compl. § 105. While there are no
additional allegations in the Amended Compiatself, Zany Toys submitted the Tiernan
Declaration in support of its Amended Complai¥ithin this declaration, Ms. Tiernan states
that Pearl’s product “recites many of the identieaisions of ‘No!’,” andists four examples.
She specifies that Pearl’s voice recordings arerénstaticy’ and garbletl.Missing from this
declaration, and from the entire Amended Ctzimp, are any allegations that Pearl has
duplicated any of the sound recordings to wtd@any Toys owns a copyright. Without any
factual allegations that thectual sounds fixed in Zany Tdy®pyrighted recording were
directly duplicated by Rl into its product, rather thamitated (even if such imitation is
deliberate), Zany Toys has failemlproperly allege a claim faopyright infringement of its
sound recording$.See, e.gBridgeport Music410 F.3d at 80Mlarshall, 2010 U.S. Dist.
LEXIS 134334 at *10-12. Therefore, because Rilhimas failed to state a claim for copyright
infringement of either its product design @& $iound recording, the Caunust dismiss Count |l

of the Amended Complaint, bdbes so withouprejudice.

8 Because Plaintiff has failed to propesiate a claim, the Court need not addrthe issue of granting a preliminary
injunction. The Court notes, however, that it has listéaoegkde recordings submitted by Defendant Pearl in support
of its motion to dismiss, and finds that Pearl’s recaydines appear to be noticeably different from Zany Toys’
recording. Therefore, based upon these submitted recordings, the Court would not be inclined to grantayprelimin
injunction to Zany Toys even if it had properly alleged a claim for copyright infringement.
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B. Zany Toys’ Claim under 18 U.S.C. § 1001

In Count V of its Amended Complaint, Zaiipys’ claim arises from alleged violations
of 18 U.S.C. § 1001. 18 U.S.C. § 1001 is a fedamminal statute that provides a criminal
punishment for submitting a false statement to the federal government. Nothing in this statute,
however, provides for a private right of actioneceivil remedy for a person affected by such a
statement.See Williams v. Fort Lee Pub. Sd8ivil Action No. 11-06314, 2013 U.S. Dist.
LEXIS 179757, at *14-15 (D.N.J. Dec. 23, 2013) (cithgdrews v. Heatqgr83 F.3d 1070,
1076 (10th Cir. 2007))bulkhair v. Friedrich Civil Action No.06-2521, 2006 U.S. Dist.
LEXIS 38156, at *6 (D.N.J. June 8, 2006) (quotidgniels v. Am. Postal Worker Uniph67 F.
Supp. 2d 999, 1003 (N.D. Ill. 2001phnson v. Culler825 F. Supp. 244, 251 (D. Del. 1996)
(citing cases). Consequently, Zany Toys lastliding to bring a claim against Pearl based
upon a violation of 18 U.S.C. § 1001. Tékre, Count V must be dismissed.
V. Conclusion

For the reasons stated above, Plaintifiyz&oys’ Motion for a Preliminary Injunction is
denied. Defendant Pearl’s Moti to Dismiss Counts Il and V &aintiff's Amended Complaint
is granted, which means that Zany Toys’ cogiygticlaims and Title 18 claim are dismissed.
These claims, however, will be dismissed withogjymtice. To the extent the deficiencies can
be cured by way of amendment, Plaintiff iaigied thirty days to file a Second Amended
Complaint solely for the purposes of amendinghstlaims. An appropriate Order accompanies
this Opinion.

& Jodl A. Pisano
DEL A. PISANO, U.SD.J.

Dated: May 23, 2014
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