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Background: Manufacturer of specialty adhesive
tapes and foils used in the stained-glass industry
sued internet-based competitor and its owner,
claiming trademark infringement, misappropriation
of goodwill, and unfair competition. The United
States District Court for the District of Massachu-
setts, Morris E. Lasker, J., granted summary judg-
ment for manufacturer, Competitor appealed.

Holdings: The Court of Appeals, Lipez, Circuit
Judge, held that:

(1) competitor infringed manufacturer's marks by
embedding the marks in its website;

(2) competitor of trademark holder waived its right
ta a jury trial on issue of amount of its prolits to be
awarded;

(3) competitor's infringement was willful;

(4} award of profits of $230,339.17 was warranted;
and

(3} award of $188,583.06 in attormey fees was war-
ranted,

Allirmed.
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Internet-based competitor of manufacturer of spe-
cialty adhesive lapes and foils used in the stained-
glass industry and its owner infringed manulac-
turer's trademarks by embedding the marks in its
website; metatags and invisible background text on
competitor's website incorporated manufacturer's
exact marks, parties were direct competitors in the
stained glass industry and both used websites to
promete and market their products, and owner in-
tentionally used manufacturer's marks on competit-
or's website for the express purpose of altracting
customers to the website, and he chose particular
mark because of its strong reputation in the stained
slass industry. Lanham Act, § 43(a), 15 US.C.A. §
1125(a).
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To establish trademark infringement under the Lan-
ham Act, plaintiff was required to prove that: (1} it
owned and used marks; (2) defendant used the same
or similar marks without plaintiff's permission; and
(3) defendant's use of plaintiff's marks likely con-
fused consumers, thereby causing plaintiff harm,
Lanham Act, § 43(a), 15 U.S.C.A. § 1125(a).
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consumers, as element of trademark infringement
under the Lanham Aci, the court must assess eight
criteria: (1} the similarity of plaintiff's and defend-
ant's marks; (2) the similarity of their goods; (3} the
relationship between their channels of trade; (4) the
relationship between their advertising; (5) the
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No single criterion considered by the court in de-
termining the likelihood of confusion among con-
sumers, as element of trademark infringement un-
der the Lanham Act, is necessarily dispositive in
this circumstantial inquiry. Lanham Act, § 43(a), 15
U.S.C.A. § 1E25(n).
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confusion is not dispositive of determination of
lilkelihood of confusion among consumers, as ele-
ment of trademark infringement under the Lanham
Act. Lanham Act, § 43(a), 15 U.S.C.A. § 1125(a).
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Most Cited Cases
Trademark holder's burden on infringement claim is
to show likelihood of confusion, not actual confu-
sion, even though evidence of actual confusion is
oflen deemed the best evidence of possible future
confusion, Lanham Act, § 43(a), 15 US.C.A. §
1125(a).
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ies issue should have been tried by a jury rather

than determined by the judge. Lanham Act, § 35(a),
15 U8 CA. §1117(a),
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Party's participation in a bench trial without abjec-
tion constitutes a waiver of a jury trial right.
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Trademarle infringer waived argument, on appeal of
amount of profits awarded trademark holder, that
there was no evidence other than guesses and ap-
proximations regarding the length of time the in-
fringing marks had been used, where infringer
failed to raise argument before the district court.
Lanham Act, § 35(a), 15 U.S.C.A, § 1117(a).
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grammed its website so that holder's marks were
displayed in the same color as the webpage back-
ground, concealing them from view. Lanham Aci, §
33(a), 15 US.C.A §H117(a).
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When a mark owner cannot prove actual damages
attributable to the infringer's misconduct, such as
specific instances of lost sales, its recovery of an
equitable share of the infringer's profits serves as a
rough measure of the likely harm that the mark
owner incurred because of the infringement, while
also preventing the infringer's unjust enrichment
and deterring further infringement. Lanham Act, §
35(a), I3 US.CA. § 1117(a).
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marks by embedding the marks in its website;
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or's $1.9 million in gross sales during the period of
infringement. Lanham Act, § 35(a), 15 U.S.C.A. §
1117(a).
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District court did not abuse its discretion in award-
ing $188,583.06 in attorney fees to {rademark hold-
er, since infringer's intentional use of the holder's
marks to lfure customers to its website by embed-
ding the marks on the website in the same color as
the webpage background, concealing them from
view, was willful. Lanham Act, § 33(a), 5
US.CA.§1117(a).
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rant award of attorney fees, if, afler reviewing the
totality of the circumstances, it finds that the in-
fringer's actions were malicious, fraudulent, delib-
grate, or willful. Lanham Act, § 35(a), {5 U.5.C.A.
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Venture Tape.

*58 Christopher J. Cuonio, with whom Jaimie A.
Mckean and Cooley Manion Jones LLP were on
brief, for appellee.

Chioris DeBrauwere, for appellants.

Before LYNCH, Chief Judge, TORRUELLA and
LIPEZ, Circuit Judges.

LIPEZ, Circuit Judge.

McGills Glass Warehouse (“McGills™), an internet-
based retailer of stained-glass supplies, and its own-
er Donald Gallagher, appeal from a district courl
judgment finding them liable for infringement of
the registered trademarks “Venture Tape” and
“Venture Foil,” and awarding the marks' owner,
Venture Tape Corporation (*Veniure”), an equit-
able share of McGills' profits, as well as costs and
attorney's fees. We affirm.

L

In 1990, Venture, a manufacturer of specialty ad-
hesive tapes and foils wsed in the stained-glass in-
dustry, procured two federal trademark registrations
{Nos. 1,579,001 and 1,583,644) for preducts called
“Venture Tape” and “Venture Foil,” respectively.
Over the next fifteen years, Venture expended hun-
dreds of thousands of dollars to promote the two
marks in both print and *59 internet advertising.
Consequently, its products gained considerable
popularity, prestige, and good will in the world-
wide stained glass market.

Through its intemet website, McGills also sells ad-
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hesive tapes and foils which directly compete with
“Venture Tape” and “Venture Foil.” Beginning in
2000, and without obtaining Ventre's permission
or paying it any compensation, McGills' owner
Donald Gallagher intentionally “embedded” the
Venture marks in the McGills website, both by in-
cluding the marks in the website's metatags-a com-
ponent of a webpage's programming that contains
descriptive information about the webpage which is
typically not observed when the webpage is dis-
played in a web browser-and in white lettering on a
white background screen, similarly invisible to per-
sons viewing the webpage. Gallagher, fully aware
that the McGills website did not sell these two Ven-
ture products, admittedly took these actions because
he had heard that Venture's marks would attract
people using internet search engines to the McGills
website.

Because the marks were hidden from view, Venture
did not discover McGills' unauthorized use of its
marks until 2003. It then promptly filed suit against
McGills and Gallagher in federal district court, al-
leging federal trademark infringement, Lanham Act
§ 32, 15 W.S.C. § 1114(1) (Count 1),™' unfair
competition, Jjd § 43(a), 15 U.S.C. § 1125(a)
{(Count 2), false designation of origin, /d(Count
3)," and trademark dilution, Mass. Gen. Laws.
Ann. ch. 1108, § 12 (Count 4).™ After conduct-
ing lengihy discovery, the paities filed cross-mo-
tions for summary judgment on all four counts of
the complaint. The district court conducted a mo-
tion hearing, granted summary judgment for Ven-
ture on all counts, and requested that Venture sub-
mit a motion itemizing any damages, costs, and at-
tomey's fees attributable to McGills' trademark in-
fringement, all of which are potentially recoverable
under the Lanham Act. See Lanham Act § 35, 15
U.S.CO§ 7).

FNI. Lanham Act § 32 provides, in pertin-
ent part;

Any person who shall, without the con-
sent of the registrant-use in commerce
any reproduction, counterfeit, copy, or
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colorable imitation of a registered mark
in connection with the sale, offering for
sale, distribution, or advertising of any
goods or services on or in connection
with which such use is likely to cause
confusion, or to cause mistake, or to de-
ceive-shall be liable in a civil action by
the registrant for the remedies herein-
after provided.

3 USCo§ T4

FN2. Lanham Act § 43(a) provides, in per-
linent part:

Any person who .. uses in commerce
any word, term, name, symbol, or
device, or any combination thereof, or
any false designation of origin, false or
misleading description of fact, or lalse or
misleading represeniation of fact, which-
is likely to cause confusion, or to cause
mistake, or to deceive as to the affili-
ation, cennection, or association of such
person with another person, or as to the
origin, spensorship, or approval of his or
her goods, services, or commercial activ-
ities by another person-... shall be liable
in a civil action by any person who be-
lieves that he or she is or is likely to be
damaged by such act.

15 U.8.C. § [125(a).

FN3. The state statute, since repealed,
provided in pertinent part:

Likelihcod of injury 1o business repula-
tion or of dilution of the distinctive gual-
ity of a mark registered under this
chapter, or a mark valid at common law,
or a trade name valid at common law,
shall be a ground for injunctive relief
notwithstanding the absence of competi-
tion between the parties or the absence
of confusion as {o the source of goods ar
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services.

Mass. Gen. Laws Ann, ch. 1108, § 12
{repealed 20086).

*68 Although Venture adduced evidence that Mc-
Gills generated almost $1.9 million in gross sales
during the period of its infringement from
2000-2003, Venture eventually requested only
$230,339.17, the amount that it estimated to be Mc-
Gills' net profits. Citing MeGills' willful infringe-
ment and alleging McGills engaged in obstruction-
ist discovery tactics, Venture sought 5188,583.06 in
attorney's fees and $7,564.75 in costs, After a hear-
ing on Venture's motion, the district court granted
Venture's requested recovery. McGills and Gallagh-
er now appeal from the district court's grant of sum-
mary judgment to Venture on Lanham Act liability,
and from the district court's award of profits and at-
torney's fees.

IL.

A, Lanham Act Liability

[11[2] MceGills first contends that the district court
improvidently granted swmmary judgment for Ven-
ture on appellees' liability under the Lanham
Act™8Summary judgment is appropriate “if the
pleadings, the discovery and disclosure materials on
file, and any atfidavits show that there is no genu-
ine issue as to any material fact and that the movant
is entitled to judgment as a matter of law.”
Fed.R.Civ.P. 56(c);, see also Baston Athletic Ass'n
v, Swllivan, 867 F.2d 32, 24 (1st Cir 1989). We re-
view the district court's grant of summary judgment
de novo. Coft Defl LLC v. Bushmaster Firearms,
Ine., 486 F.3d 701, 703 (1st Cir.2007).

N4, The Lanham Act and the state trade-
mark dilution stafute impose comparable
standards of liability, seeMass. Gen. Laws
Ann. ch. 1108, § 12 {(“likelihood of injury
to business reputation™). On appeal, Mc-
Gills does not address the grant of sum-
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mary judgment to Venture on Count 4, the
state trademark dilution claim. Hence we
do not address it either.

[3] “The purpose of a trademark is to identify and
distinguish the goods of one party from those of an-
other. To the purchasing public, a trademark ‘signi
[fies] that all goods bearing the trademark’ origin-
ated from the same source and that ‘all goods bear-
ing the trademark are of an equal level of quality.
" fd. (quoting 1 J. Thomas McCarthy, McCarthy
on Trademarks and Unfair Competition § 3:2 (dth
ed.2007)) (internal citation omitted). To establish
trademark infringement under the Lanham Act,
Venture was required to prove that: (1) it owns and
uses the “Venture Tape” and “Venture Foil” marks;
(2) MecGills used the same or similar marks without
Venture's permission; and (3) McGills' use of the
Venture marks likely confused internet consumers,
thereby causing Venture harm (e.g., lost sales). See
Star Fin. Servs., Inc. v. A4STAR Mortgage Corp.,
89 F.3d 5, 9 (1st Cir.1996), 15 U.S.C. § 1125(a).
The parties agree thal no genuine factual dispute
exists concerning the first two elements of proof s

IFN5. Venture's registration of the two
marks, when coupled with its continuous
use of them from 1990 to 1995, is incon-
testible evidence of Venture’s exclusive
right to use the marks, See Volkowagen-
werk  Aktiengesellschaft v, Wheeler, 814
F2d 812, 820 (1st Cir.1987). Further, Mc-
Gills concedes that, without Venture's per-
mission, Gallagher embedded the marks
verbatim on the McGills website,

[4][5] Our focus then becomes the *likelihood of
confusion” among internet consumers. This inguiry
requires us to assess eight criteria: (1) the similarity
of Venwure's and McGills' marks; (2) the similarity
of their goods; (3) the relationship between their
channels of trade (e.g., internet-based commerce);
(4) the relationship between their advertising; (5)
the classes of their prospective purchasers; (6) any
evidence of actual confusion of internet *61 con-
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sumers; (7) McGills' subjective intent in using Ven-
ture's marks; and (8) the overall strength of Ven-
ture's marks. Boston Duck Towrs, LP v, Super Duck
Tours, LLC, 5331 F3d 1, 10 n. 6 (st Cir.2008)
(citing Pignons S.A. de Mecanique de Precision v.
Polarpid Corp., 657 F.2d 482, 487 (ist Cir.1981)
[hereinafter * Pignons factors™ or * Pignons analys-
is"].™¢ No single criterion is necessarily disposit-
ive in this circumstantial inquiry. Boringuen Bis-
cuit Corp. v. M.V, Trading Corp., 443 F3d 112,
120 {1st Cir.2006).

FN6. Venture's unfair competition claim
{Count 2} and false designation claim
{Count 3} are subject to the same legal
standard-namely, “likelihood of confu-
sion"-as its Count 1 infringement claim.
See Tweo Pesos, Inc. v, Taco Cabana, Inc.,
305 U.S. 763, 780, 112 S.Ct. 2753, 120
L.Ed.2d 615 (1992),

By the conduct of its case below, McGills effect-
ively admitted seven of the eight elements of the
Pignons analysis. The record contains numerous
admissions that metatags and invisible background
text on McGills' website incorporated Venture's ex-
act marks. In his deposition, Gallagher admitted
that the parties are direct competitors in the stained
glass industry and that both companies use websites
to promote and market their products. Gallagher
even admitted that he intentionally used Venture
Tape's marks on McGills' website for the express
purpose of attracting customers to McGills' website
and thalt he chose “Venture Tape” because of its
strong reputation in the stained glass industry.
These admissions illustrate the similarity (indeed,
identity) of the marks used, the similarity of the
goods, the close relationship between the channels
of trade and advertising, and the similarity in the
classes of prospective purchasers. They also sup-
port the conclusions that McGills acted with a sub-
jective intent to trade on Venture's reputation and
that Venture's mark is strong. Accordingly, only the
sixth factor-evidence of actual consumer confusion-
is potentially in dispute.
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On appeal, McGills argues that Gallagher had no
way of knowing whether or not his use of the Ven-
ture marks on the McGills website had been suc-
cessful, ie., whether the marks actually lured any
internet consumer to the website.”™" Thus, the
company contends that summary judgment in Ven-
ture’s favor was improper because there was no
evidence of actual confusion. However, McGills'
various protestations below and on appeal that there
is no direct evidence of actual consumer cenfusion,
even if accepted as true, are ultimately beside the
point.

FN7. The bulk of the other arguments
raised by McGills on appeal were not
raised below, and are therefore waived for
purposes of appeal. Accordingly, we need
not address them here. They include asser-
tions that: (1) the district court's Pignons
analysis depended on Venture's deliber-
ately misleading record citations, by which
Venture falsely implied that Gallagher had
admitted “every” aspect of Lanham Act li-
ability; (2) Venture misled the district
court with respect to the Pigrons “channel
of trade” factor by misrepresenting that
McGills and Venture both used their web-
sites to “sell” their respective products; (3)
Venture's Exhibit E, which purporied to
show that McGills' use of the marks had
led consumers locking for Venture
products to McGills' website, was mislead-
ing because the exhibit discloses that Mc-
Gills paid Yahoo! for a priority position on
search lists; and (4) Venture is barred from
recovery under the equitable defenses of
laches or unclean hands,

[6][7] Although Venture might have attempted to
adduce evidence of actual consumer confusion
{e.g., internet user market surveys) in support of a
favorable Pignons determination, the absence of
such proof is not dispositive of the Pigrons analys-
is. “[A} trademark holder's burden is o show likeli-
hood of confusion, not actual confusion. While
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evidence of actual confusion is ‘often deemed the
best evidence of possible future confusion, *62
proof of actual confusion is not essential to finding
likelihood of confusion.” ™ Boringuen Biscuit, 443
F.3d at 120 (citations omitted); see also Brookfield
Conmc'ns, Inc. v, W. Coast Entm't Corp,, 174 F.3d
1036, 1050 (9th Cir.1999) (*[DJifficulties in gather-
ing evidence of actual confusion make its absence
generally  unnoteworthy.”™);,  cf  Sociere  Des
Produits Nestle, S. 4. v Cusa Helveria, inc, 982
F.2d 633, 640 (1Ist Cir. 1992} (*[T)he district coun
erred in suggesting that proofl of actual harm to
Nestle's goodwill was a prerequisite 1o finding a
Lanham Trade-Mark Act violation [because] [tlhe
Lanham Act contains no such proof-of-injury re-
quirement.”}.

McGills' admissions regarding the other seven Pig-
nons factors, particularly Gallagher's admission that
his purpose in using the Venture marks was to lure
customers to his site, permit us to conclude thai no
genuine dispule exists regarding the likelihood of
confusion. As a result, Venture was entitled to sum-
mary judgment on the liability issue.

B. Award of Profits under the Lanham Act

[8] Because Venture established its entitlement to
summary judgment on Lanham Act liability, it was
potentially entitled-subject to applicable principles
of equity-to vecover, fmer afia, McGills' profits
during the period that McGills infringed the Ven-
ture marks. Lanham Act § 35(a), 15 US.C. §
F117(a)."™ McGills argues on appeal that the dis-
trict court erred in awarding Venture $230,339.17,
McGills" net profits for the three-and-a-half-year
period of infringement, pursuant to section 11F7(a).
We review de novo the legal standard by which the
award was calculated and review for clear error the
factual findings supporting the award. Tumko
Roofing Prods., Inc. v. ldeal Roofing Co., 282 F.3d
23, 35 (1st Cir.2002).

FN8, Lanham Act § 35(a) provides;
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When a violation of any right of the re-
gistrant of a mark registered in the Pat-
ent and Trademark Office, a violation
under section 1123(a) or (d) of this title,
or a willful viclation under section
[125{c) of this title, shall have been es-
tablished in any civil action arising un-
der this chapter, the plaintiff’ shall be en-
titled, subject to the provisions of sec-
tions 1111 and 1114 of this title, and
subject 1o the principles of equity, to re-
cover (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
canse the same to be assessed under its
direction. In  assessing profits  the
plaintiff shall be required to prove de-
fendant's sales only; defendant must
prove all elements of cost or deduction
claimed. In assessing damages the court
may enter judgment, according to the
circumsiances ol the case, for any sum
above the amount found as actual dam-
ages, not exceeding 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 discretion enter judg-
ment for such sum as the court shall find
to be just, according to the circum-
stances of the case. Such sum in either of
the above circumstances shall constitute
compensation and not a penaity. The
court in exceplional cases may award
reasonable attorney fees to the prevailing

party.
15 U.S.C. § 1117(a).

[9][10][11] McGills first contends that, because it
filed a timely demand for a jury trial in its answer
and never stipulated to the withdrawal of that de-
mand, the district court violated its Seventh
Amendment rights when it determined the amount
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of McGills' profits, rather than submitting the ques-
tion for jury resolution. However, the right to a jury
trial can be waived. CoxCom, Inc. v. Chajfee, 336
F.3d 101, 110-11 (Ist Cir.2008). “[A] party's parti-
cipation in a bench trial without objection consti-
tutes a waiver of a jury trial right.” *63 /d., see
also Unired  States v 1964 Beecherafi  Airerafi
Model King Air, 777 F.2d 947, 951 {dth Cir.1983)
(jury right waived where parties “fully and vigor-
ously participated in the bench trial, making no
mention of their early jury demand”). Here, Mc-
Gills' counsel appeared at the remedies hearing and
made a variety of arguments challenging Venture's
request. Counsel never objected that the remedies
issue should be tried by a jury rather than determ-
ined by the judge. This acquiescence represents a
waiver of MceGills' prior jury demand. See Cox-
Com, 336 F.3d at 111 (holding that appellants'
“active participation both leading vp to and during
the bench trial,” coupled with a failure to
“specifically object to the lack of a jury,” consti-
tuted waiver).

[12][13} McGills raises two substantive objections
to the award of profits."™ First, the company
challenges the district court's finding that the in-
fringement here was “willful,” asserting that such a
finding is a prerequisite to an award of profits un-
der the Lanham Act. We have previously declined
to reach the question of whether “willfulness™ is re-
quired as a foundation for such an award, see
Tamkeo Roofing Prods., 282 F.3d at 36, and we
need not decide the issue here, Even assuming that
“willfulness™ is required, McGills has not demon-
strated that the district court's finding of
“willfulness” was clearly erroneous. McGills as-
serts that Gallagher's admittedly intentional use of
the Venture marks to lure customers to his site was
not “willful” because Gallagher was unaware that
such use of the marks was illegal, However, the dis-
trict court specifically noted that MceGills had
programed its website so that Venture's marks were
displayed in the same color as the webpage back-
ground, concealing them from view. We can find
no clear error in the district court's conclusion that
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such intentional concealment provides strong cir-
cumstantial evidence of “willfulness.”

FN9. On appeal, McGills also argues that
the district court erred in awarding profits
based on an infringement period of three-
and-a-half years. McGills claims that there
was no evidence other than “guesses and
approximations™ regarding the length of
time the infringing marks had been embed-
ded in McGills' website, McGills  has
waived this argument by failing to raise it
below,

[14] Second, McGills attacks the award by claiming
that it overstates ithe actual harm to Venfure. Me-
Gills first complains that Veniure did not even at-
tempt to show actual harm, and suggests that this
failure means that there was no actual harm. Our
case law does not support that inference. When a
mark owner cannot prove actuai damages atiribut-
able 1o the infringer's misconduct (e.g., specific in-
stances of lost sales), its recovery of an equitable
share of the infringer’s profits serves, imter alio, as
a “rough measure” of the likely harm that the mark
owner incurred because of the infringement, while
also preventing the infringer's unjust enrichment
and deterring further infringement. Tanmiko Roofing
Prods, 282 F.3d at 36. The district court explicitly
concluded that the profits award here was
“sufficiently substantial to serve these purposes
without being unduly large or burdensome.” We
find no fault with this conclusion.

[£53] McGills' alternative theory is that the award of
profits is overstated because the “only possible en-
richment” to McGills from the use of the Venture
marks would have arisen from its sales of foils and
tapes. McGills argues, without marshaling any
competent evidence, that its sales of those products
amounted to less than one percent of its total sales.
McGills complains that Venture should have known
this and provided more detailed breakdowns*64 to
the court. McGills asserts that Venture “copied over
5000 records,” but *carefully chose to show none of
it to the Court.”
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This argument entirely misplaces the burden of
proof for a profit award under the Lanham Act. We
have held that “once the plaintiff has shown direct
competition and infringement, the siatute places the
burden on the infringer o show the limits of the
direct competition.” Tamko Roofing Prods., 282
F.3d at 37. This allocation of burdens arises from
the language of the Lanham Act itself: “In assess-
ing profits the plaintift’ shall be required to prove
defendant's sales only; defendant must prove all
elements of cost or deduction claimed.” 15 U.S.C.
§ 1117(a). Here, Venture met its burden by introdu-
cing tax returns showing Venture's gross sales over
the relevant time period. McGills then had the bur-
den of producing evidentiary documentation that
some of those sales were unrelated to and unaided
by McGills' illicit use of Venture's marks. The com-
pany produced no such evidence. As a result, there
was no clear error in the district cowrt's determina-
tion that $230,339.17 represented an equitable
share of McGills' $1.9 million in gross sales during
the three-and-a-half year infringement period.

C. Attorney's Fee Award

[16]E17][18] Finally, McGills challenges the district
court's award of $188,583.06 in attorney's fees. The
Lanham Act permits the court to award reasonable
attorney's fees to the prevailing party in
“exceptional cases.” 13 U.S.C. § 1i7(a). We re-
view such awards for abuse of discretion. Tumiko
Roofing Prods., 282 F.3d at 30, The district court
has discretion to consider an infringement case
“exceptional” if, after reviewing the totality of the
circumstances, it finds that the infringer's actions
were “malicious, fraudulent, deliberate, or willful.”
I at 31 (internal quotation marks omitted), As we
noted above, the district court did not err in con-
cluding ihat McGills' infringement was “willful.”
Accordingly, it did not abuse its discretion in de-
termining that this is an “exceptional case” where
an award of attormey's fees is appropriate.

Affirmed.
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Background:  Trademark owner filed action
against foreign compelitor alleging infringement.
The United States District Court for the Northern
District of Hlinois, Blanche M. Manning, I., granted
default judgment for both monetary and injunctive
relief for owner. Owner appealed.

Holdings: The Court of Appeals, Wood, Circuit
Judge, held that:

{1} federal courts had jurisdiction over lawsuit;

(2) unresolved collateral issues of owner's motion
for fees and costs and separale molion to have com-
petitor held in conlempt did not affect existence of
appellate jurisdiction;

(3) competitor waived opportunity to contest dis-
trict court's personal jurisdiction over it;

{4) owner was entitled (o equitable accounting of
profits; and

(3) owner did not have to bear risk of uncerlainty
about proper characterization of revenues.

Reversed and remanded.
West Headnotes
H| Trademarks 382T €=21559

382T Trademarks
382TIX Actions and Procecedings
3R2TIX(A) In General
382TK1357 Jurisdiction
382Tk1539 % Foreign Commerce,
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Muost Cited Cuses

Federal courts had jurisdiction over lawsuit under
Lanham Act against forcign entily alleging in-
fringement of {rademarks. Lanham Act, § 39, i3
US.CA §T121; 2B US.CA § 1338,

{2] Federal Courts 170B €60

1708 Federal Courts
I70BVIHI Courts of Appeals
170BVIHI{C) Decisions Reviewable
170BVIH(C)2 Finality of Delermination

170Bk398 Delermination of Contro-

versy as Affecting Finality
170B%600 k. Particular Actions.

Maost Cited Cases
Unresolved collateral issucs of trademark owner's
motion for fees and costs and separale motion 1o
have comgetitor held in contempt did not affect ex-
istence of appellate jurisdiction for purposes of ad-
dressing issues before Court of Appeals of damages
for competitor's infringement under Lanham Act,
where compelitor had been properly served but
failed to appear or answer owner's complaint, com-
petitor had been found to be in default, and defaull
judgment had been entered and owner's mation tor
reconsideration later had been denied. Lanham Act,
§§ 35(a), 39, 15 US.C.A 8§ 1117, 1121; 28
US.CA. § 15338; Fed Rules Civ.Proc.Rule 39(¢e),
IR UB.CAL

[3] Federal Courts 170B €622

[70B Federal Courts
170B VI Courts of Appeals
170BVIN(D) Presentation and Reservalion in
Lower Court of Grounds of Review
I7TOBVI(D)2 Objections and Exceplions
170B3k622 k. Organization and Juris-
diction of Lower Court; Venue. Maost Cited Cases
(Formerly 170Bk616)
Competitor that had opportunity lo contest district
court's personal jurisdiction over it in trademark in-
fringement action under Lanham Act, but did not
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do so, waived opportunity to do so. Lanham Act, §
35(a), 15 USCA § 11i7(a); Fed.Rules
Civ.Proc.Rule 12((1), 28 U.S.C.A.

[4] Trademarks 382T €=>1662

382T Trademarks
382TIX Actions and Proceedings
382TIX{D) Damages and Profits
82Tk 1601 Profits; Accounting

I82Tk1662 k. In General. Most Cited
Cases
Trademark owner was cntitled under Lanham Act
to equilable accounting of profits after competitor's
default in lawsuil alleging trademark infringement,
where, among other things, owner repcatedly had
stated in its complaint that it sought equitable rem-
edies of injunctive relief and accounting of profits
and it asserted multiple times that “there is no ad-
equate remedy at law™ for competitor's actions and
owner's molion for entry of defaull judgment con-
tinued that theme. Lanham Act, § 35(a), 13
U.5.C.A§ T1HT7{a); Fed.Rules Civ.Proc.Rule 34(c),
IR US.CA.

|5} Federal Civil Procedure 170A €-52422

170A Federal Civil Procedure
TTOAXVI Judgment
70AX V() By Deflault
170AXVI(B) In General

170Ak2422 k. Relief Awarded. Most
Cited Cases
The wvsual rule that a parly should be given the re-
lief to which it is entitled whether or not il has re-
queslcd that reliel does not apply to a defaull judg-
menl. Fed Rules Civ.Proc.Rule 34ic), 28 U.S.C.A.

6] Trademarks 382T €-=1666

382T Trademarks
382TIX Actions and Proceedings
382TIN(D) Damages and Profits
382Tk1661 Profils; Accounting
I82Tk 1666 k. Evidence. Most Ciled
Cases
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Trademark owner did not have to bear risk of un-
cerlainty about proper characterization of revenues
established by using competilor's own public finan-
cial statements and reports, afler competilor defaul-
ted in trademark infringement action under Lanham
Act which sought equitable accounting of profits,
since competitor had burden lo show which por-
tions of its gross income were not altributable to its
infringing uscs. Lanham Act, § 35(a), 15 U.S.C.A.
§ 1117(a), Fed.Ruies Civ.Proc.Rule 54(c). 28§
US.CA.

[7] Trademarks 382T €=21665(1)

382T Trademarks
IS2TEX Aclions and Proceedings
I8ZTIX(D) Damages and Profits
IRATL 1661 Profits; Accounting
382Tk 1665 Measure and Amount
382Tk1665(1) k. In General. Most

Cited Cases
When a trademark plaintiff offers evidence of in-
fringing sales and the infringer fails to carry its
statutory burden to offer evidence of deductions,
the plaintiff's entitlement to profits under the Lan-
ham Act is equal to the infringer's gross sales. Lan-
ham Act, § 35(a), 15 US.C.LA. § 11H7(a)
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IB2TRIBOG k. Alphabetical Listing. Most
Cited Cases
JACKPOT PARTY.
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Cited Cases
PARTYIACKPOT,
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382T Trademarks
382TXI Trademarks and Trade Names Adjudic-
aled
IB2TKIS00 k. Alphabetical Listing. Most
Cited Cases
SUPER JACKPOT PARTY.

*662 Theodore H. Davis, Jr. (argued), Kilpatrick
Stocklon, Atlanta, GA, Douglas N, Masters, Loeb
& Loeb, Chicago, I1., for Plaintiff-Appellant,

*603 Before ROVNER, WOOD, and WILLIAMS,
Circuit Judges.

WOOD, Circuil Judge.

This appeal involves a trademark-infringement dis-
pule between gaming companies. It began when
WMS Gaming, Inc. (“*WMS™), sued WPC Produc-
lions Lid. and its parent corporation, PartyGaming
PLC {colicctively, “PartyGaming™ or “the defend-
ants™), for PartyGaming's unapologetic infringe-
ment of WMS's registered (rademarks JACKPOT
PARTY and SUPER JACKPOT PARTY. Party-
Gaming is based in Gibraltar, bul the electrunic
gaming services that it provides span the globe.
Alter several failed attempts to persuade PartyGam-
ing voluntarily to cease its infringing uses of
WMS's marks, WMS filed this suit in federal dis-
trict eourt secking injunctive reliel, dumages, and
an equitable accounting of the profits ParlyGaming
reaped from its use of WMS's marks in the United
States.

Despite receiving proper notice, the defendants
have opted to ignore WMS's lawsuit entirely. The
resufl was a default judgmemt for both monetary
and injunctive rclief entered in WMS's favor. Be-
lieving that it was entitled o additional relief,
however, WMS appealed, arguing that the district
courl applied the wrong standard to its claim for an
accounting of profits. We reverse.

1

WMS has manufactured, sold, and leased gaming
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devices, including slot machines, for many years.
Since as carly as 1998, WMS has used the JACK-
POT PARTY trademark (U.S.Reg. No. 2,283,967)
in interstatc commerce in connection with ils
goods, and since as early as October 5, 2004, il has
used the SUPER JACKPOT PARTY trademark
(U.S.Reg. No. 2,952,924) in the same way. Under
U.S. law, these registrations constitule conclusive
evidence of WMS's exclusive rights (o the underly-
ing marks for the uses specified in the registrations,
see 15 U.8.C, § 1115(h), and they also provide na-
tionwide constructive notice of WMS's rights to the
underlying marks, dating back ta the filing dates of
the applications from which the registrations ma-
tured: December 9, 1997, for JACKPOT PARTY,
and February 22, 2002, for SUPER JACKPOT
PARTY, id. § 1057(c).

ParlyGaming's business is online gaming, including
slot machines, poker, bingo, sports betting, and oth-
er casino games. During the years 2004, 2005, and
2006, PartyGaming used approximate and even ex-
act reproductions of WMS's marks for that busi-
ness, throughout the world and in the United States.
s use of WMS's marks is well-decumented and
has occurred frequently and persistently throughout
the years in question,

In addition to having constructive notice of WMS's
ownership of the trademarks by virtue of their re~
gistration with the U.S. Patent and Trademarlk Of-
fice ("PTO™), ParlyGaming also had acilual notice
that WMS owned the JACKPOT PARTY mark by
the beginning of 2005. Al that time, it altempted (o
register the mark “PARTYJACKPOT” with the
PTO, but the PTO prompily rejected the request be-
cause it found that the mark was “conflusingly sim-
ilar” to WMS's prior registered mark JACKPOT
PARTY. This was not enough to prompt PartyGam-
ing to abandon its nse of the mark. To the contrary,
the record shows that it inslead cxpanded its usc
after the PTQ's action, and with its use, the profits
it derived from the mark. According to PartyGam-
ing's 2005 Annual Report, available from its web-
sile, the company carned $977.7 million in total
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revenue that year, of which 84%, or $820 million,
came fram U.S. customers. (See http:// *604 www,
partygaming. com, 2005 Annual Report at 80, 87
(follow “Investors” hyperlink to “Financial Per-
formance”™ and then “Financial Reports™ hyper-
links), report reproduced in App, vol, 1, at 141 ff)
PartyGaming also continued for several months lo
pursue ils applicatien in the United States to re-
gister PARTYJACKPOT, ultimately forcing WMS
to oppose that application in litigation before the
Trademark Trial and Appeal Board.

While that litigation was pending, the U.8, Con-
gress passed the Unlawful Internet Gambling En-
forcement Act, Pub.L. No. 109-347, 120 S1a:.1952
{2006) (“"UIGEA™), which effectively prohibited
gambling busincsses from receiving proceeds or
monies in conneclion with online gambling. Up un-
1il that point (late 2006), the largest source of Party-
Gaming's revenues, by far, was the United States.
In the wake of the UIGEA's enactment, however,
PartyGaming decided to cease ils operations in the
U.S. market. It also abandoned its application and
titigation in this country regarding the PARTY-
JACKPOT mark.

Onee again, however, PartyGaming did not aban-
don its use of WMS's trademarks. It continued, for
a time, to rake in hundreds of millions of dollars in
revenues from U.S. customers. When amicable cf-
forts lo resolve the dispute failed, WMS filed this
suit, which, as we noted, ParlyGaming chose lo
boycoll despile proper service of process. Eventu-
ally, the district court, having found that it had sub-
ject-matter jurisdiction under 13 U.S.C. § 1121 and
28 ULS.CL ¢ 1338 {and, we might add, apparently 28
LLS.CO & 1332a)(2)), and that the requirements of
Mlinois's long-arm statute, 735 1LCS 5/2-209 were
satisfied, granted WMS’s motion for entry of de-
fault judgment. Its order, entered July 19, 2007,
awarded damages to WMS in the amount of
$2,673,422.10. It also granted injunctive relief, the
terms of which it provided in an order entered on
September 21, 2007.

Though the district court granted velief to WMS,
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the monctary award that WMS had sought was ex-
ponentially larger than the one it got: WMS had re-
quesied $287,391,140.70. 1t arrived at this figure by
determining the total amount of revenue that Party-
Gaming had earned as a result of its business in the
United Stales in 2004, 2005, and 2006, WMS ob-
tained that data from PartyGaming's website, which
featured links 1o its public financial statements and
annual revenue reports, The reports (which we have
in the substantial Appendices that WMS has filed)
reveal, in PartyGaming's own words and colorful
charts, the hundreds of millions of dollars that it
earned during the years in question. Fhe reports
even separate the revenues inte “U.8.” and
“non-U.8.” revenues. When it became clear that
PartyGaming would not respand to WMS's lawsuit,
WMS tumed its focus to the accounting-of-profits
remedy it wanled, and it used the defendants' annu-
al reports to estimate how much money the defend-
ants had camed in the Uniled States while in-
fringing WMS's frademark rights,

The district court concluded that WMS's estimate of
its 2004 damages was “reasonable.” That amount
was 5891,140.70, and it was significantly lower
than the estimales for 2005 and 2006, because the
revenues for the later years reflected PartyGaming's
expanded use of the marks. In the district court's
view, however, WMS's estimates for 2005 and
2006 could not “be ascertained with reasonable cer-
tainty”™ and were “clearly excessive.” It therefore
based its awards for those years not in the amounis
that WMS had requested, but instead on the same
amount that it had deemed “reasonable” for 2004:
*605 $891,140.70. The result was the total award
reflected in the court's order, $2,673,422.10,

WMS  responded with  a  motien  under
FED.R.CIV.P. 59¢) to aller or amend the judg-
ment. In its motion, it tried to persuade the district
court that it had commitied legal error by applying
the standard for actual damages in its order for de-
fault judgment, rather than the proper (and more
flexible) standard for am equitable accounting of
profits. Both types of reliel are available under the
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Lanham Act to redress trademark infringement, see
15 LLS.C. § 1117(a), and they arc distinct remedies
with different legal stundards and burdens of proof.
The district court denied the Rule 59(¢) motion; it
remained commilled to its prior interpretation of
WMS's request as one for “damages” and con-
cluded again that WMS was asking for “damages
that are clearly excessive” and “cannot be ascer-
tained with reasonable certainty.”

I

[ 1] Before proceeding to the substance of WMS's
claims, we belicve that it is prudent lo assure
ourselves that the federal courts have jurisdiction
over this lawsuit. The statules on which the district
court based ils conclusion thal subject-matier juris-
diction cxists were 153 1L.5.C. § 1121 and 28 U.S.C.
§ 1338, See 15 U.S.C. § 1121(a) (granting original
Jurisdiction to the district courts, and appellate jur-
isdiction 1o the circuit courts of appeals, “of all ac-
tions arising under this chapter [Chapter 22: Trade-
marks], without regard to the amoun! in coniro-
versy or to diversity or lack of diversity of the cit-
izenship of the parties™); 28 U.S.C. § 1338a)
(granting exclusive jurisdiction to the district courts
“of any civil action arising under any Act of Con-
gress relating lo patents, ... copyrights and (rade-
marks™); and 28 U.S.C. § 1338(b) (granting the dis-
irict courls “original jurisdiction of any civil action
asserting a claim of unfair competition when joined
with a substantiai and related claim under the copy-
right, patent, plani variety protection or trademark
laws”). WMS's claims fall squarely within the
scope of these statitles.

{2} Our appellate jurisdiction is secure because the
defendants were properly served but failed to ap-
pear or answer WMS's complainl. They therefore
were found to be in default, and the district court's
enlry of default judgment and later denial of
WMGE's Rule 39(¢) motion constitutes an appealable
judgment. Though a few loose ends remain in the
district court (namely, WMS's mation for fees and
costs and a scparate motion 1o have the defendants
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held in contempt), those collateral issucs do not af-
fect the existence of appellate jurisdiction for pur-
poses of the issues before us, See Osternech v
Ernst & Whinnev, 489 U.S, 169, 175, 109 S.CL
987, 103 L.Ed.2d 146 {1989) (costs); Budinich v.
Becton Dickinson & Co., 486 U.S. 196, 199-201,
108 85.C 1717, 100 L.Ed.2d 178 (1988) (allorneys'
fees).

3] We also note that while the defendants had the
opportunity lo contest the district court’s personal
Jjurisdiction over them, they have now waived their
opportunity to do so. See FED.R.CIV.P, 12{hi1),
While we thus cannol rule on the point, il does ap-
pear to us that their business contacts with the
United States probably would have sufficed to se-
cure personal jurisdiction under FED.R.CIV.P.
HkN2). CF Tas. Corp. of Ireland, Lid. v. Compag-
nie des Bauxires de Guinee, 456 U.S. 694, 715-16.
162 5.Ct. 2099, 72 L.Ed.2d 492 (1982) (Powell, 1.,
concurring in the judgment) (court should assure jt-
self of prima jacie support for personal jurisdic-
tion),

*606 111

[4] WMS's appeal rests on its position that the dis-
trict court misconstrued its request for relief as lim-
ited to one for actual damages, rather than seeing it
for what it was: a request for the separate remedies
of damages al law (if possible) and an equitable ac-
counting of profits. Indced, WMS maintains that its
central claim was for an accounting, nat for dam-
ages, and so the district court committed reversible
error when it failed to recognize that distinct stand-
ards apply to each type of claim, which in turn led
it to conflate the standards for damages wilh thosce
that govern an cquitable accounting of profits.

[2] We begin by noting that because this was a de-
fault judgment, the usual rule that a party should be
given the relief to which it is entitled whether or
not it has requested that relicf does not apply. See
FED.R.CIV.P. 534(c). Instead, Rule 34(c) stipulules
that “[a] default judgment must net differ in kind
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from, or exceed in amount, what is demanded in the
pleadings.”  WMS's pleadings thus are more im-
portant, for purposes of relief, than they would have
been had ParlyGaming appeared and comested the
case.

That said, we find it clear from WMS's filings in
the district court that, contrary to the assumption in
the district court's orders of July 19, 2007, and
September 24, 2007, WMS has throughout this lit-
igation requested an equitable accounting of profits,
rather than-or at least in addition to-actual damages.
In its six-count complaint, WMS repealedly stated
that it sought the equitable remedies of injunctive
relief and an accounting of profits, and it asserted
multiple times that “there is no adequate remedy at
law” for the defendants' actions. The complaint also
asks for atlorncys’ fees, costs, statulory damages,
treble damages, punitive damages, and, at a few
points, actual damages. All of the paragraphs re-
quesling actual damages also request an accounting
of profits. From the start, then, WMS rccognized
the distinction between these two types of relief and
properly requested that the court consider both, The
complaint also shows that the request for an ac-
counding appears far more ofien than the request for
actual damages. WMS thus did not bury or obscure
its requests for an accounting, nor did it attempt a
sudden change of course midway through the pro-
ccedings,

WMS's motion for entry of defauht judgment con-
tinues this theme. This metion, filed aficr WMS
realized that PartyGuming would not respond or
participate in this litigation in any way, asks only
for “injunctive relief and an accounling of
profits.”  Similarly, WMS's memorandum in sup-
port of entry of defaull judgment requested only
statutory damages (available for willful infringe-
ment}, injunctive relicf, and “an accounting of de-
fendanis' profits while operating under the in-
fringing marks”; it makes no mention at any point
of a request for actual damages.

[©] Section 35 of the Lanham Act, on which WMS
was relying, has this to say, in relevant part, about a
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plaintiff's remedics:

When a violation of any right of the registrant of
a mark registered in the Patent and Trademark
Office ... shall have been established in any civil
action arising under this chapter, the plaintift
shall be entitled, subject to the provisions of sec-
tions 1111 and 1114 of this titie, and subjeet to
the principles of cquity, to recover (1) defendant's
profits, (2) any damages sustained by the
plaintiff, and (3) the costs of the action.... In as-
sessing profits the plaintiff shall be required 1o
prove defendant’s sales only; defendant must
prove all elements of cost or deduction claimed.
In assessing damages the court may enter judg-
ment, *607 according to the circumstances of the
case, for any sum above the amount found as ac-
tual damages, no! exceeding three limes such
amount. [f the court shall {ind thal the amount of
the recovery based on profits is either inadequate
or excessive the court may in its discretion 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 circum-
stances shall constitute compensation and not a
penalty....

15 U.S.C. § 1117(a).

We agree with WMS that the district court, despite
menlioning in passing the proper standard for ap
accounting of profits, made a fundamental error of
law by failing to distinguish between WMS's right
to the defendants' profits and its right to its dam-
ages. In its order of July 19, 2007, the disirict court
referred to WMS's “requests for damages.™ It then
noted that “the plaintiff must provide cvidence to
the court so that it may ...'ascertain the amount of
damages with reasonable certainty,” " The court
quoted from fn re Cart, 368 F.3d 789, 793 (7th
Cir.2004), which had quoted Credir Lyonnais Se-
curities (USA), Inc. v Alcaniara, 183 F.3d 131, 133
(2d Cir.1999). Both of those cases deait with claims
for actual damages, not for an accounling of profits,

The court then set forth the three “types of dam-
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ages” that “are available for the infringement of
trademarks,” quoting in part the language from sec-
tion 35 of the Lanham Act that we have furnished
above. But after doing so, the district court did not
follow through with two separate computations, one
for the accounting and one for damages. The result
was thal the court incorporated into its accountling-
of-profits analysis the additional considerations of
whether the “damages” could be *ascertained with
reasonable certainty,” and whether WMS had
proven that its calculation properly separaled out
the revenues gained from lawful business as op-
posed to infringing uses of WMS's marks. [n reject-
ing WMS's cstimate of profits for 2005, for ex-
ample, the court stated:

Although the defendants’ Annual Report reported
revenue attributable to casino games, it did not
identify which portion of that revenue was aitrib-
utable to games that infringed WMS' mark, Ac-
cording to WMS' own submissions, the defend-
ants offered a wide vartely of casino games, in-
cluding “poker, bingo, backgammon, sports bet-
ting,” and slot machines, which presumably in-
cluded slot machines that did not infringe WMS'
marks. Thercfore, the revenuc amounl upon
which WMS based its damages calculalion over-
stated the revenue generated by the defendants'
infringing uses of WMS' marks. WMS has not
identified any information from which the court
can calculate what percentage of the defendants'
casino revenucs are atlributable (o the defendants’
infringing uses of WMS' marks.

The court applied the same reasoning when reject-
ing WMS's 2006 cstimate. This analysis was based
on the wrong standard. The Supreme Courl held
nearly a century ago in Hamitton-Brown Shoe Co,
v. Bl Bros. & Co., 240 LS, 251, 36 S.CL 269, 60
[..Ed. 629 (1216), {hal “the owner of the {rademark
is entitled 1o so much of the profit as resulted from
the usc of the trademark,” and while it is often dif-
ficult to “ascertain{ ] what proportion of the profit
is due to the {rademark, and what to the inirinsic
value of the commodily”-such that the proper pro-
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portional often “cannot be ascertmined with any
reasonable certainty”-the Court decided that

it is more consonant with reasan and justice that
the owner of the trademark should have the
whole profit than thal #*608 he should be deprived
of any part of it by the fraudulent act of the de-
fendant. 1t is the same principle which is applic-
able to a confusion of goods. If one wrongfully
mixes his own goods with those of another, so
thal they cannot be distinguished and separatcd,
he shall lose the whole, for the reason that the
fault is his; and it is but just that he should suffer
the loss rather than an innocent party, who in no
degree contributed to the wrong.

A ULS a1 262, 36 S.CL 269,

Thus, when the district court in this case assumed
that it had to segregalc PartyGaming's legitimate
revenues from those that ParlyGaming derived
through its infringement, and that WMS had (o bear
the risk of uncertainly about the proper characteriz-
ation of the revenues, it erred. Moreover, as WMS
points out, it was more generous to PartyGaming
than it had to be when it used low-end estimales
and U.S.-only revenues to calculate iis estimates. In
doing so, the court relieved PartyGaming of its bur-
den to show which portions of its gross income
were not attributable to ifs infringing uses. The Su-
preme Court has made it clear, both in Hamifton-
Brawn Shoe Co, and in later cases, that

[t]he burden is the infringer's Lo prove that his in-
fringement had no cash value in sales made by
him. If he does not do so, the profils made on
sales of goods bearing the infringing mark prop-
erly belong to the owner of the mark, There may
well be a windfall to the trade-mark owner where
it is impossible to isolate the profits which are at-
tributable to the usc of the infringing mark, Bul
to hold otherwise would give the windfall to the
wrongdoer.

Mishewaka Rubber & Woolen Mfe. Co. v. 5.8
Kresge Co., 316 TS0 203, 2006-07, 62 5,C1L 1022,
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80 L.Ed. 1381 (1942), The Court in Mishawaka
went on {0 nole that, unless the infringer could
provide evidence that it did not earn some or all of
its profits by infringing the owner's marks, “it pro-
maotes honesty and comporls with experience to as-
sume that the wrongdoer who makes profits from
the sales of goods bearing a mark belonging to an-
other was enabled to do so because he was drawing
upon the good will generated by that mark,” /d. ut
207,62 5.0 1022: see also Nintendo of Am., Inc.
vo Dragonr Pac. el 40 F3d 1007, 1012 (9th
Cir 1994) (*[W]here infringing and noninfringing
elements of a work cannot be readily separated, all
of a defendant's profits should be awarded to a

plaintiff.”); Wesco Mg, v. Tropical Arractions of

Palm Beach, Inc, 833 F.2d 1484, 1458 (1lih
Cir.1987) (“Although the exact amount of in-
fringing sales cannol be determined from the
[evidence], exactness is not required. [The defend-
ant] is in the best position to ascertain exact sales
and profits, and it bears the burden of deing s0 in
an accounting.™); ff. ar 1487-88 (“A plaintiff need
nol demonstrate actual damage to oblain an ac-
counting of an infringer’s profits under section 33
of the Lanham Acl. [t is cnough that the plaintfT
proves the infringer's sales. The burden then shifts
to the defendant, which must prove its expenses and
other deductions from gross sales.”(citalions omit-
ted}).

The burden was therefore on PartyGaming 1o show
thal cerlain portions of its revenues-which for pur-
poses of the award afler its default judgment WMS
established by using PartyGaming's own public fin-
ancial statements and reporis-were not obtained
through its infringement of WMS's marks. There
wis no evidence in the record that would have
helped ParlyGaming 1o mcet that burden. As the
Sccond Cireuit noted in Lowis FPuitron S.-. v, Spen-
cer Handbags Corp., 765 F.2d 966 (2d Cir, 1985),

*60%9 [p]laintiffs here proved defendants' sales,
using defendants’ own words. The burden then
shified, requiring defendants to prove costs or de-
ductions. Defendants failed to sustain their bur-
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den. In the absence of any evidence introduced
by defendants, the court's reliance on defendants'
videotaped statemcents as to their profits was not
unreasenable.

I ul 973,

{7] Similarly, in this case PartyGaming has not
come forward with any evidence suggesting that
deductions are warranted from the revenues that its
own annual reports reflect. Courts consistently find
that when a trademark plaintiff offers evidence of
infringing sales and the infringer fails to carry its
statutory burden to offer evidence of deductions,
the plaindiff's cntitlement to profits under the Lan-
ham Act is equal to the infringer's gross sales. See,
eg.. Tex. Tech v. Spiegeiberg. 461 F.Supp.2d 310,
326 (N.DTex2006), N.Y. Racing Assm, Ine. w
Stroup News Agency Corp.. 920 F Supp. 295, 301
{NIDLNLY . 1996),

WMS has provided evidence of the profits thal
PartyGaming carned from its U.S. sales. In the ab-
sence of evidence from PartyGaming showing that
deductions arc warranted, WMS is entitled 1o the
revenues supporied by ils evidence., A remand is
necessary so that the district court can asscss
WMS's claim for an accounting in accordance with
the proper legal standard for that claim. We add
thal while the figure WMS seeks, $287,391,140.70,
is considerably larger than the “damages” award
granted by the district court, $2,673,422.10, the re-
cord shows that in a single year (2003), the defend-
anis reporied revenues of $977.7 million-nearly $1
billien. WMS urges that “this is not a case in which
fthe plaintiff] is seeking wildly excessive relief”
Be that as it may, it is Congress that has specificd
the types of relief to which WMS is entitled, and it
is our job Lo uphold those rules, The record shows
persistent, pervasive, knowing, and willing in-
fringement for several years by PartyGaming, as it
repeatedly refused Lo ceasc and desist even after re-
ceiving several forms of actual notice of its unlaw-
ful activity, from both the PTO and from WMS. We
therefore REVERSE the judgment of the district
court and REMAND for further proceedings con-
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sistent with this opinion.

C.A7 (111.),2008.
WMS Gaming Inc. v. WPC Productions Ltd.
542 F.3d 601, 88 U.S.P.Q.2d 1109
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