MGA Entertainment Inc v. Mattel Inc et al Doc. 22 Att. 1

EXHIBIT 1

Dockets.Justia.com


http://dockets.justia.com/docket/california/cacdce/2:2011cv01063/493804/
http://docs.justia.com/cases/federal/district-courts/california/cacdce/2:2011cv01063/493804/22/1.html
http://dockets.justia.com/

1202 6112011 Cited 201 1-1 Trade Cases 120,373
Seaoter Siore, Inc. v. SpinLife.cons, LLO

19 77,432] The Scooter Store, Inc., et al., Plaimiifis v, SpinLife com, LLC, Defendant.
1.5, District Court, 5.D. Ohio. No. 2:10-cv-18, Dated Aprit 18, 2011, Cited 2011-1 Trank Cases § 77 452,
Sherman Act

Trademarls, Patents, Copyrights—Sham Activites—Trademark Infringement Litgation—Ant-
trust Counterclaims—Afirmative Defeases to Dismissal of Couwnterclaims—Fraudulent Procurement
of Mark—Medical Products and Supplies—Powey Mohility Drevices ~For purposes of allegations that a
company in the business of providing insurance claims processing services related to the purchase of certain
medical equipment {pewer mobility devices such as elecivic wheelchairs and scooters) violated federal antiirust
law by fling sham trademark infringement litigation againgt an Internetbased seller of durable medical
supplies, the selier failed to establizh that the trademari-holding company committed fraud on the 1.5, Patent
and Trademark Office in securing the frademarks at issue. Therefore, the sefler was not entitied to assert
fraudulent procurement as an affirmative defense to the trademark holder's contention that the antirust
counterclaiins were inadeguately pleaded. While the seller sufficiently asserfed that (1) there was n facr
another use of the same or a confusingly similar mark 2t the tme fhe oath was signed by the eventual
irademark holder on its application for trademark registration, and (2} the other user had legal rights superior
to the applicant's rights, it did not satisfy the other two elements required to withstand a motion o dismiss 2
charge of fraudulent procurement, The Internet-bused seller did not affer any factual allegations to show that
(1) the wedemark helder knew, when i applied for the trademark, that the other user had superior rights in the
mark and that a lilkelihood of confusion would result from its own use of the mark or had no reasonable basis
for believing ctherwise and (2) the company failed to disclose these facts to the USPTO intending to procure g
registration to which if was not entitled. The company nad a reasonable basis for not disclosing its Erowledpe
that the mark it sought to register was aleady registered as a wude name in Ohio because as 2 matter of lawe, 2
state frademark registration could nat inhibit the federal registration. :

Bee¥ 5105.37, 9 5185.30.

Trademarks, Paterts, Copyrights—Sham Activities—Trademark Infringement Titigaton—Ant-
wust Counterclaims-—Affirmative Defanses to Dismissal of Counterclaims —Unclean Bands—Medical
Products and -Supples—Power Mobility Devices.—For purposes of zllegations that a company in the
business of providing insurance claims processing services related to the purchase of certam medical equip-
ment (power mobility devices such s electric wheelchalrs and scaoters) viclated federal antiitust law by filing
shem trademark nfringement litigation againet an Internetbased seller of durable medical supplies, the
doctrine of unclean hands barred the trademark holder from raising an argument that the seller had not
pieaded a plansible claim for relisf, While the seller had not adequately pleaded that the trademerl holding
company commitied fraud in obtaining registration of is mark, it did present sufficient facts to support a claim
that the company brought the mfringement suit in bad faih, ’

See 9 5105.87, 9 5185.70.
Trade Regulation Reports ﬁ??ﬁﬁgﬁ
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Exemptions and bmmunity—Inducing Govermiment Action—Trademarks—Sharm Infringement
Litization—Medical Producs and Suppiies——?owe? Mohiityy Devices~A claim by an Internet-based
sefler of durable medical supplies that # company in the business of providing mesrance clatme processing
services refated to the purchmse of certain medical equipment {electric wheelcheirs and scooters) viclated
federal antiprust law by bringing sham trademark infringement litigation against it was not barred under the
NogrPenmington doctring, which provides protection from antitrust scruting for parties’ efforts to petition for
government action. By asserting that the trademark holder's nfringement suif was objectively baseless hecause
the company koew ifs registrations were mited, invalid, and snenforceabie against the Infernet-based seller
and that it brought the suit to interfers with the seller's business, the seller satisfied both of tnc* prongs for the
sham activities exception to the Nogrr-Penniugion doctrine.

See §] 1050.08.

Atempted Monopolization—Sufficiency of Allegations—Trademarks—Sham Ifringement Litiga-
Bon-—iledical Products and Supplies—Power Mobilidy Devices ——A company in the business of providing
insurance ciaims processing services related to the purchase of certain medical equipmem: {electric wheel
chairs and scovters) could have engaged in attempted monopoiization prohibiied by federal antitrust law by
filing alleped sham trademark miringement litigation against an Infernetbhased seller of durable medical
suppiies in an effort to drive ¥ from the vetail sales murket {or power mobility devices. The company's use of
itigation to prevent the Internetbased seller {from using “The Scooter Store” in the retail sales market
amounted t0 actionable anticompetitive conduct, given allegaiions that it hcld # trademark only for msurance
claims processing and had been denied registration of “The Scooter Store” on the basis that the mark was
generic, Assuming that these facts were true, along with further clabms that the compasy sought to enforge is
Emited wademark bevond its scope and expand its reach from msurance claims to the retgil sale of goods, the
alleged acts were sufficient fo establish that the company was using liigation, to destroy competition. The
company’s bad fzith in bringing the sult was sufficient to support an inference that it had 2 specific infent to
monopolize the retail sales market, The seller adequately pleaded the relevant market and that the trademark-
holding company had a dangerous probabilify of achisving monopoly power through the alleged conduch,

See § 77085,

Far plainfiffs; Lamont A, Jefferson, Haynes & Boone, LLP, San Antonio, TX; Stephen Douglas Jones,
Koetzel & Andress, Columbus, OH; Donald 8. Scherzer, Jeremy Young, Roetzel & Andress, Cleveland, GH. For
defendant: Timothy R Bricker, Carpenter Lipps & Letand LLP, Columbus, OH; Michas! Hiram Carpenter,
Carpenter Lipps & Leland LLP, Columbus, OH; Angela M. Paul Wﬁm_eld Calpultﬂ Lipps & Leland LLP,
Columbus, GH.

- AMENDED GRINION AND ORDER beer in providing insurance claims processing ser-
vices refated o the purchase of electric wheelchairs
end scooters by, and delivery and repairs to, the
Medicare Part B Program, and its beneficiaries. In
this regard, T8S ovme four federal trademark regis-
wrations - Registration Nos. 2,710,502; 2,714, 979,
2812, 774 and 3,017, 227 - for the “insurance claims
processing for others; maintenance and repsir ser-
vices for wheelchairs, power chairs, ift chabrs and
.motorized scooters; delivery of wheelchairs, power
chairs, 1ift chairs and motorized scooters.”

LINTRODUCTION

Marpray, D] This matter is before the Court on
Plaintiffs', The Scooter Store Inc. and The Scooter
Store, Ltd., Partial Motion to Dismiss Dl 84) De-
fendant's, SpinLife.com, LLC, First Amended Coun-
terclaim (Dit 61). The Scooter Store, Inc, and The
Sconter Store. Lid. will be vollectively referred fo -as
“TS8." TSS moves to dismiss counts one two, four,
and six of SpinLike's First Amended Counterclzim for
fallure fo stale claims upon -which relief can be
aranted. For the reasons stated below, TSS's Partial
Motion te DHemiss is GRANTED in part and DE-
NIED in parl

Defendant, Spinlife.com LLC, is an Ohio corpora-
tion having its principal place of business in Colum-
bus, Ohio. Spinlife, since iis founding in 1999, as
been engaged in the retail sale of durable medical
supplies through the internet Unlike TSS, Spinlife
does not accept assignments of is customers’ Medi-
care: claims, nor does Medicare pay Spinlife for the
products it provides 1o 18 costomers.

1L BACKGROUND
I A Faéhmi Background

1. The Parties o .

@ The Dispute

Plaintiff, The Scooter Store, Inc., is a Nevada corpo-
ration whose principal place of business is Comal
County, Texas, Plantfl, The Scooter Stove, Lid,, s 2
Texas Hmited parmership having its principal place of
business in Coman County, Texas, Since i was

TSS initially filed suit in the Western District of
Texas. TS8's allegations are based on purchases of
Google AdWords. Google, ike-most Internel search
engines, engages in advertising sales i which it auce-

founded in 1991, the majority of TSS's business has

77,482

tfions search keywords o ddvertisers, If a person
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szarches on Google using one of the keywords, the
advertiser's ad will appear next i the search resuls.
This feature allows retaflers to targst poientil ous-
tomers searching for thelr products. 758 aleges thar
Spinlife purchased the phrase “the Scooter Stpre
from Google AdWords as part of a pla fo confuse
TS5's customers. Spinlife also placed these werds in
meta lags on its website, wwstw.spinitfe.cow, and other
places on the internet. These actions, TSS contends,
are actionsbie trademark infringement and unfair
competition,

SpinLife counterclaimed. in 2005, the United Siates:

Department of JusGee (*DOJ") alleged that 758 had
engaged In bmproper business practices related to
Medicare and ity beneficiaries, TSS setflad with the
DO in 2007, Following the setlement, TSS axpanded
its gervices in the rerail sales market, After the axoan-
gion, it approached SpinLife about acquiring the com-
pany, but 1o agreement was ever reached. In 2008,
T8S- again contacted Spinlife and indicated fhar it
believed that SpinLife was viclating #s alleged trade-
mark rights. Spinlife contends that TSS used the
threat of liligation to force Spinlife to agree to an-
ticompetitive ferms. When Spinlife did not sgree,
TS5 brought suit. SpinLife alleges that TSS is using
litigation io eliminate competition and obtain a mo-
nopoiy through the unjustified expansion of their
trademarks. Further, SpinLife alleges that TSS sesks
o use the costs of Hiigation to drive SpinLife ows of
the retail sales markat for power mobility devices

3. Alleged Misconduct Before the United Siates
Patenl snd Trademark Offics

Spinlife alleges that TSS committed frzud on the
United States Patent and Trademark Office
{(“USPTO" because it failed to report that it Lad
knowledge of another siate registration of “The
Scooter Store” in its trademark application. In 1641,
Edwin Trautman founded Chio Mobility 25 a sole
proprietorship in Aleron, Obio. The company sells and
services durable medical equipment, During the
1990s, it started using the name “The Scooter Store,”
and in 1995 & formally obitained and recorded the
trade name “The Scovter Store” with the Oldo Secre-
fary of State, In 1997, it incorporated as Ohio Mohil
ity, Inc., d/b/a The Scaoter Store. In 2002, the
business began opersting as a Thmited linbility com-
paoy, d/bfa Ohio Mobifity, The Scooter Store, Tt
continues o operate woday.

During the 1990s, Trautman spoke by telephaone
several times with Doug Harrison, the President and
CEQ of TS5, During esch of these conversations,

rautman introduced hirmessi ag frem “Ohin Mobility,
The Scooter Store.” At no time during these conversa-
tions did Harrison object to this use of “The Scooter
Store”, Inn 2006 and 2008, Trauiman retained ALl IEYS
o send communications to TSS, advising them fhat
their uge of “The Scooter Store™ If the state of Ghio
violated Ohic Mobility, The Scooter Store’s irade
name rights and requesting that they cease and desisi
thelr improper use,

Trade Regulaiion Reporis

I addition & thess conversations, TSS had knowh
edee of Ohic Mobility, The Seouter Store as a rasulf
of vestigations 1t underiook, in 2006, 2008, and
2008, TSS sent an investipalor to louk nto Mr. Travt )
man’s business.

In 2000, TS5 applied fur a irademarl of “The
Seooter Store” for use in insnrence claims Provessing
and retail sales, TSS did not disciose Trastman's Ohio
trade name registration, actual use or right to use, fo
the USPTD when it filed its applications. The USPTO
granted TSS's application for: insurance claims
processing for others; mainienance and repair eer-
vices for wheelehairs, power chairs, Hft chairg, and
motorized scooters; and delivery of whealchairs,
power chairs, Ifft chairs, zad motorized scooters, TSS
wes aasigned U8, Registration Nos. 2,710,502 2,714,
678 2912, 774 and 3,017,297 The USPTO denied
TSSs applicaton for a trademark of “The Seoater
Store” in the retail sales market. It jssued deterimi-
nation finding “The Scooter Store” to be generic for
retail sates, merely descripfive of the retal! and mail
order sale of scosters, andl incapable of identiving
The Scooter Store’s services and distinguishing them
from others. i refused registeation of the proposed
mark. Accardingly, TSS does not have a trademark
registration for the refall sale of goods. Jts frade
marks, ¥ valid and erforceable, are limited to nsur
ance claims, .

TS5 did ot disclose its lnowledge of Travutman's
Ohio registration when it applied for incontestability
as to Registration Nos. 2,714,879 and 2,716,562 in
2008,

B. Procedural Baclhiground

in its Amended Cornplaint, TSS asserts the follow-
ing claims: (1) Federal Unfair Caompetition; {2) Stafe
Unfalr Competition (based on Texas Low): (3) State
dilution {based on Texas law); (4) Feders] Trademark
Infringement; (5) State Trademark Infringement
ihased on Texas law); and (6) Unjust Errichment and
Misappropriation, T8S requests puznifive and exem-
plary damages, 2 declaratory judgment that Spinlife's
actions are unlewful, and injunctive relief, ‘

SpinLife moved to transfer venue to this Coet,
After the motion was granted, SpinLife filed an
Amended Counterclaim, asseriing: (13-4 Sherman Act
violation; and (2) O¥io Unfair Cempetition. Spinlife
requests & declaratory judgment of nondnfringement
of Trademark Registration Nos, 2710508 5714, 979,
2,812, TF4; and 3,017, 227 under the Lanham Act; a
declaratory judgment that U.S. Registration Nog,
2,710.502; 2,714, 970 2812, 774: and 3017, 227 are
valid, & declaratory judgment that purchase of
“The,” “Scooter” and “Store” keywords and phrases
dees not infringe Trademark Repistralion MNog
2,710,502; 2.714, 07%; 2,813, T74; and 3017, 227, and =
declaratory judgment that Registration MNos,
710,502 2,714, 979; 2,912, 774 and 3,017,227 are
unerforceable.

77,432
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TS5 moves o dismiss counts one, iwo, four, and
six of SpinLife’s Amended Counterciaim. The motion
has been fully briefed, and is now ripe for decision.

1il. STANDARD OF REVIEW

A case may be disinissed if the complaint does not
stafe a cleim on which relief can be granted. Fed. R
Civ. P, 12{b3(&). A “metion to dismiss for fallure to
state a claim is a test of the plaintiffs cause of action
s stated in the complaint, net a challenge to the
plaintiff's factual allegations,” Gelder v City af Colum-
bus, 404 F.3d 950, 95859 (6th -Cir. 2005). Conse-
guently, the Court must construe the complaint in Hhe
light mest favorable o the non-moving party, accept
all factual allegations as true, and make reasonable
mferences in favor of the non-moving party. Tofal
Benefits Planning Agency, Inc. v. Anthem Blee Cross &
Blue Shield, 120062 Trang Cases 4.76,435] 552 F.ad
430, 434 (6th Cir. 2008); Murphy v. Sofamor Dangh
Gp.dne., 123 F.3d 384, 400 (6th Cir. 1897). The Court
is not required, however, to aceept a8 true mere legal
conciusions unsupported by faciual allepations. Asi-
croft v, Fgbal, [2009-2 Trapr Cases § 76,785] 129 5.0t
1937, 1949 (2009 (citéimg Bell Afl. Corh. v, Twombiy,
§2007-1 TrADE Casps 9 75,709] 550 U8, 855, 127 8. Ct.
1855 (2007)).

Althougls Tiheral, the Rule 12546 standard re-
guires more than the bare ssserton of legal conclu-
sione to survive a motton to dismiss. Allard o
Weitzmon, 991 F.2d 1236, 1240 (6th Ciy. 1993) (cita-
ton omitted). The complaint must “give the defen-
dant fair netice of what the claim is, and the grounds
upon Wwhich it rests.,” Nader v. Bluckwell, 545 F3d
459, 470 (6th Cir, 2008) {(quoting Erichson v. Pordus,
351 U.S. 89, 127 S.Ct 2197, 2200 (2007). While a
complaint need not contain *detailed factial allega-
fions,” s “Iflaciual aliegations smust be encugh to
raise a right 0 relief ahove the speculative level”
Twomnhly, [2007-1 TraDE CASES % 75,709] 550 U.S. 544,
127 8. Ct 18985, 1964 (2007}, A complaint that sug-
gests “the mere possibility of misconduef” is nsuffi-
cient; rather, the complaint must state “a plausible
claim for relief”™ Igbai, 129 S5.Ct at 1950 {citing
Twombiy, 550 U.S at 556},

IV. LAW AND ANALYSIS

TSS argues that thie Court should dismiss counts
one, two, four, and six because SpinLife nas not pled
pausibie claims for relief, SpinLife makes two affirma-
five defenses: (1) fraud before the USPTO; and (&)
unclean hands,

A. Fraud Before the USPTD

I. Fraud i 2006

Spinlie alleges that TSS committed fraud upon the
USPTO when it filed its trademark application for
“The Scooler Store” marl in 2000, In a trademerk
apphication, the applicant must aver an cath that “no
other person. firm, corporation, or assoclation has the
right to use such mark in commerce either in the
identical form thereof or in such nesr resemblance
thereto as to be liliely, whes used on or in connecfion
with the goods of such other parson, to cause confi-
sion, or to cause misiake, or to deceive.” 15 US.C.
BL0B1(3 (D). SpinLife alleges that TSS did not take
this cath bonestly because it did not nclude Trays-
man's Chio registration in its applicaiion,

Fraud upon the USPTO in the procurement of
trademark registrations may be raised as a defense to
2 clain: of trademark infringement. The defense, how-
ever, is disfavored, and carries a heavy burden of
prool. See Ankenser-Busch, Inc. v. Bavarion Brewing
Cp., 264 F.2¢ B8, 92 (63 Cir. 1958,

Frand occurs when the applicant knewingly makes

“false, material misrepresentations of fact to the

USPTO with the intent to deceive. Jx 1z Bose Corg.,
580 F.3d 1240, 12456 (Fed. Cir. 2009). In order
withstand & motion to dismiss, a petifioner contend-
ing that the declaration or oath i the defendant's
application for trademark repistration was fraudujent
because it failed to disclose use by others, must
allege particular facts which, ¥ proven, would estab-
lish four elements: (1} there was in fact another use
of the same ar 4 confusingly stimilar mark at the time
the oath was signed; (2 the other user had legal
rights superior to applicant’s rights; (3) epplicant
linew that the other user had rights in the merk
superior e the applicant’s, and either believed that 2
likelinood of confusion would result from applicant’s
use of its mark or had no reasenable basis for beliew-
ing otherwise; and (4 applicant, in falling to disclose
these facts to the Patent and Trademtark Office, in-
tended to procure a registration to which appicant
was not entitled. Ohio State Unip. v Ohio Univ., 51
V.S P.Q.2d 1285, 1293 (T.T.A.B. 1999).1

Spinlife safisfies the first two elements, but fails to
satisly the third and fourth slements of the four part
test articulated i Ohde Staze. Looking io the first
element, Spinkife alleges that TS had knowledge of
the use of “The Scocter Store™ by an Ohio company
that engaged in the retail sales of power mobility

I he decisions of the Trademark Tria? & App. Bd. are not
binding on this Court. Nonetheless, thay are "to be accorded preat
weighl,” Buti v Perose, 8.8.L., 138 734 08 105 (2d Cir. 1998
{quoting Murphy Doer Bed Co. v Interier Sleep Sw., Fae,, 874 F.2d
45, 100 €2d Cir. 1989). See aiso bt re De Pepper Co., 836 F.3¢ 508,

a77,432

51 (Fed, Cir. 1987 (“While the mierpretations of the stainte by
the board are net binding on this court, under genural principles of
atministralive law, deforence should be given by o court fo the
mterpretation by the agency charped with ils administvaion.™.
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devices when # fled #s application for federal trade-
marks, Assuring tis is true, the use of "The Scooter
Store” by & compeiing company would Hkely conati-
tate “another use of the same or a confusingly similar
mark.”

Ag to the second element, SpinLife must plead facts
that show that a fhird party had legsl righte superior
to TS8's rights. Trademark “ownership is not ac
quired by federal or state registration. Rather, owner
ship rights fow only from prior appromriation and
actual use in the markel.” Homeowner's Gri., Juc. v,
Home Mg, Speciolists, Ine., 931 F.2d 1100, 1105 (65
Cir. 1891}, The first 1o use the mark in commerce?
establishes common law. ownership in the geographic
area where the mark is used and is known as the
senfor user of the merk. Allasd Enders., Jac. » Ad-
vanced Programming Res., Ins., 248 F.5d 564, 572 (66
Cir. 2001). Whike federal registration of a mark serves
4% prima facie evidence of ownership and the regis-
trant’s exclusive right to use the mark in commerce,
it does not efiminate the prior nonregistered, conr
mon iaw rights of others: These common law rights
of the senior user are superior to the federsl vegiatra:
fion of 2 junior user within the senior user's geo-
graphic territory. Jd. Thus, the junior user may have
the right to use its federal wademark except to the
extent that it infringes on the commen law rights of
the senior user. See United Dvug Co. v Theodove
Reetanus Co., 248 U5, 90, 100 (1918) finding that the
prier use of & trademark in a remote geographic ares

‘does not justify the cancellation of the registered
mark of 2 second user who acquived trademark righis
it good faithy; Allerd Enders., 248 ¥.34 at 572 ¢inding
that the federal registration of the funior user freezes
the geographic scope of the senior user's territory),

As applied o the instant case, SpinLife argues that
Trautmarn may have superior rights, but it cannol be
deternined on the available facts. Doug Harrison
founded TSS and began using “The Scooter Store”
mark in 1991, Travtmen founded Ohio Mobility in
1841, and the conpany has used various frade names,
including “The Scooter Store,” since® Thus, both
companies could have started using the mark af gome
point it 1991 and either could emerge a5 the senior
user during discovery. If Trautman’s use of the mark
was prior in iime 1o Spinlife's use, then he may be
able to establish 2 comon Taw right o the mark and
vvercome the presumption established by Spinlife’s
federal registralion. At this stage of the Higation, all
that is required s that Spinlife plead facts that show
that Trautooan reay prove 1o be the senior user, Ag
Spinlife has done so, it has estehiished shement twa,

The third clement requires that Spinlife allege
facts that T8S kacw that Tragtman had swuperior or

clearly -established rights! and fhat T58 either be-
levad that confusion weuld result from T55s use or
had ne reasonable basis to believe otherwiss. In other
words, SpinLife must allege facts that TSS did not
have an honest, good faith belief that TSS was entiiled
to registration of “The Scooter Store,” and that TSS
intenfionally deceived the USPTO in its application.

Spinlie coatends that when TS5 fled its trade-
mark appiication in 2000 it had knowledge of Traut-
man's use of “The Scooter Store” in Ohio hecause an
officer of T8S hagd spoken to Trautman on the phone
several times during the 1990s. Further, & asseris
that TSS did not disclose that “The Scooter Store”
was registered as an Ohio lrade nmme hecause it
intended 1o cause reliance on the misrepresentation
and improperiv procurs a trademark regisiration.
Mers knowledge, however, of another's actual use of
a mark is insufficient te show bad fajth. Quiksilver,
Tne. v Kymste Corp,, 466 P.Ad 748, 75566 (9th Cir):
Meomey Store v Horriscorg Fin., Inc., 688 F.2d 6886,
B70-72 (7% Cir, 1982). The petitioner must aleo allege
that the defendant believed that the other user had
superior ar clearly established rights, Even asswming
that the facts are rue, Spinlife cannet sutisfy these
pleading reguirements. A state trademark registration
does ot prevent snothier user from obiaining o fed-
eral registration o 2 mark. See Money Store, 680 F.5d
at 673 (fnding that federa] registrant did not act
frandulensly when it failed to disclose state regista
tions of the marky; Vise a7 Serv. Ass'n v Visa Real-
s, 208 USPQ. 462 (TTAR. 1980 (fnding that
neither state incorporation nor state registration is
evidence of use of a marky.

In Money Store, for example, the federal trademari
applicant ran & trademark search and uncovered four
separate state registrations for its marle Utah, Vie
ginla, West Virginiz, and Minnesota. The applicunt
did net disclose the state registrations in its applica-
thon. The Seventh Cireult held that, because the state
registrations did nol stand in the wav of & federal
trademark registration, the faiflure to disclose was not
fraud, Money Store, 685 ¥.2d af 66873, In this casc,
TS5 had a ressonable basis for not disclesing the
information because, as 3 matier of law, the state
trademark registration could not inhibit the. faderal
registration. Kven if proven, these facis do not estab-
lish that TSE believed or had no reasonable husis not
to believe that Trautman bad a superior or clearly
established right to the mark, Accurdingly, Spinlife
has not pled facts adequate to esiablish element
three.

The fourth slement requires that Spinlife allege
facts that TS5 intended to procure o registration to
which it was not eniitled, If o petitioner fails 10 plead

.owhen
s dndd the

]

“ A raark Yshali be deemed io e in gse in CONIErce
it is used or displaved B e sule or athvertising of servig
s are rendered i commerce.” [8 ULR.CL 8§ 1127,

S argues that Travmman did nob stare using “The Scooter
unill F05. Atbe motion o disa stare, the Courd must
ocept ol faciun allepaions in e compiaing/ counterclsm ng tre,

Trade Begulation Reports

The deie over Uhe dute of uge I appropsiate for sunimeary jaeky
rend, showd sumimary Judgment motions be fied.

i Righes are “clear)y establishod™ by "2 court decree, by the
Lepine of & setilement apreemant, or by 2 [eompeling] repisivation,”
Rago & Mastrecee, Tne v, Giom! Feod Ine, 720 D56 1263, 1266
{Fed, Civ, 1989,
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adequately the third element, “{a] fortiorl, petitioner
has alss failed 1o sufficiently plead the fourth element
of the claim, Le, that respondent willfully deceived
the PTO by failing to disclose petitioner’s rights in
the mark, in an effort to.ebiain & registration to which
it lenew it was not entitled.” Fuiellimedia Sports Fae, v,
Intellimedin Cort, 43 USP.QL2d 1203, 1208 (TTAB
1967}, Accordingly, SpinLife has not established ele-
ment four,

Spinklife has falled to plead adequaiely elements
three and four of the pleading requirements for frand
based on fajlure to disclose i the cath before the
USPTO. Accordingly, SpinLife has nof pled facts suf-
cient to support the affirmative defense that TSS com-
mitted fraud on the USPTO in 2006

2., Fraud in 2008

Spinlife alleges that TSS committed fraud on the
USETO when it fled for incontestability for Registra-
tivn Nes, 2,710,502 and 2,714,974 in 2008.5 TS sub-
mitted to the USPTO separate Combined
Declarations of Use and Incontestability Under Sec-
tions 8'and 15 of the Trademark Act. In a § 8 affidavit,
a party must swear that the mark Is in use in com-
merce. In a §15 affidavit, 2 parly must swear that
“here has been no final decision adverse to the regis-
trant's claim of ownership of said mark nor to s right
to register the same or mainfain it on the register.” 15
U.B.C. §108h

As with freud in the procurement of registrations,
fraud in an application for incontestability occurs
when the applicant knowingly malkes false, materisl
misrepresentations of fact to the USFT( with the
imtent to decetve. In ve Boge, 580 F.3d at 1245, If
proved, such fraud may jeopardize the incontestabil
ity claim as well as the underlying registration. Redi v,
Five Flatters, Inc.,, 918 F.2d 1430, 1444 (5 Cir, 16603,

SpinLife has not pled any facis that TSS made false
statements in either its §8 or § 15 affidavits. Accord-
ingly, it has not it hae pot pled facts sufficlent to
support the affirmative defense that T35 commitred
fraug on the USPTO in 2008.

B. Unclean Hards

Spinlife conipnds that TSE comes befors this
Coust with unclean hands, The doetrine of unclean
hands s e selfdmposed ordinance that closes the
doors of & court of equity lo one tainted with ne-
guitanleness or bad feith relutive (o the matter in
which he seeks relief, howsver mproper may have
heen the behavior of the defendant.” Pracision Tnstre-
ment Mg Co. 0. Auto. Maint, Mach, Co., 324 TS, 806,
a14 (4845, “Any willful act concerning the cause of
action which rightfully can be said to ransgresy equi-
table standards of conduct is sufficient cause for the
invocation” of the unclean hands docivine. fd. 4t 815,

If a plaintiff is suing for. trademark nfringement,
fraud in the procurement of the mark mav constitute
unclean hands. & Unreal Corp. v Masters, 413 F
Supp. 873, 875-76 (N.D. 1L 1976) {noting that when
unclean hands s raiged ag an affirmative defense in
an unfar competition case, the courl’s role is “wo
protect the consuming public from commercial dis-
honesty™y. Additionelly, if such a plantiff brings suif
“to browbeat and coerce” defendanis allegedly using
its marl, this action may also give rise to an affirme
tive defense of unclean hands. OF, Esguire, Inc. o
Esquive Slipper Mfg. Co., 243 F.2d 540, 545 (318 Cir.
1957) (denying an appeal asserting an unclean hands
defense hecause fhe plaintiffe overenthusiastic zeal
to protect its mark did not rise to the level of “an
attempt to browheat and ceerce™. As the Sigth Ci
cuit hag stated, “(Draud or unclean hands are not o
be Nightly inferred. They must be established by
‘clear, unequivecal and convincing” evidence.” Eear-
ney & Trecher Corp. v, Cimcinnali Milacron Inc.,
[1877-Z TraD® Cases 9 61,611 562 F.2d 365, 371 (6th
Cir 1877 (quoting Schnadig Corp. v. Gaines Mfg. Co.,
494 .24 383, 392 (6% Cir. 1974).

SpinlHe asserts that TSS has unciean hands be-
cause ¥ committed frand in the procurement of the
mark and brought this lawsuif in bad faith, While
Spinlife has not adequately pled that TSS committed
fraud, it has presented sufficient facts te support a
claim that TSS brought this Iawsuit in bad faith. Ac-
cordingiv, it has adequately pled the affirmative
defense,

. Count One; Sherman Aot Vielation

Spinlife allepes that TSS has viclated the Sherman
‘Act By filing a baseless trademark infringement law-
suit against SpinLife, Spinlife argues that TSS filed its
fawsuit In order to obtesin and maintain monopoly
power over the market of power mohility devices.
TES argues that this count should e dismissed be
cause: (1) TSSs trademark infringsment lawsuil
ageinst Spinlie does not constituie an antirust vicla-
tion hecause TSS iz imrnune from Eability under the
Nogrr-Fennington Doctrine; and (2} Spinlife has
fafled to plead the elements required for an antitrust
counterclaim,

¥, The Moesr-Penpinglon Bocilrine

The NesmPosndngion Dovirine oreates & Hmited
ity from the antirust Inws by rendering them
mapiicabie to individual o group aciion de
mfluence legislative, executive, adminisiralive, or jue
dicial activity. Eesiern RR. Presidents Conferance 0.
Nagry Moter Fr i, fme., (1861 Twang CASES
B 509271368 TLE. 127 (1981); Uniied Mine Workers of
Asmerico v, Penminglon, [3960 Trane Cases ¥ 71,462]
381 ULS 657 (1985). Thus, the owner of a trademark
is entitled 1o protect its registered rvights through

5 < pu kb s, )
YA mack i, incontestable wnder 15 UB.C. §7065 when it has
pren 0 contnuews ose for Congeoiiive ved subssauent 10

the daie of registeafion and i 81 i ase i cormerce. A lncon-

| TT,A32

Lestable mark & conchrsie svidenos of the validity of the meark,
subject only (r the defenses enwrorawed W 15 TLAC, 81310, 15
DS § 1065,
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ol Ul evneeine Hosl e Shoemcan &~ lin
itigaiion without CXpOBing itgell tn Shermas Act Ha-

bility, Sec Culifornia Moter Co. v Trucking Unlisited,
11872 Trang Cases § 73,795 404 11.5. 308, 510 1972
{extending the “philosephy” of Noerr and Fenningion
fo “the approach of cifizens or groups of them o
atdministrative agencies ... and to courts.. See aknp
Leapold ». Heary I Siegel, Co., No, B8 Civ. Q083 1987
WL 5373, at "4 (SD.NY. Jan. 5, 1987) (A rademarl:
owner 18 enfifled o advise others of his trademark
rights, to warn others thar they or othars are or may
be infringing his rights, fo inform others that he e
seeking o enforce his tights through legal proceed.
ings, and to threaien accused infringers and their
customers with suit.”) {(citing Luecien Lelong, Inc. v
Dana Ferfumes, Inc., 138 F.Supp. 575, 578 (R.D. 0L
1965}, Fed Sign & Signal Corp. v. Bangor Fusia
Operafions, Inc., [1973-1 Teann Cases ¥ 74,4521 357
F, Supp. 1222, 1240-41 (S.DLN.Y. 1972). Such actions
are examples of the fair and aggressive competition
thet trademark policies angd antitrust laws are in-
tended o protect. See California Motor Co., 404 .5
at 510

There is, however, an exception to the Noerr-Pen-
#ingion Doctrine. The sham exception withholds im-
nunity when petitioning conduef is a“mere sham to
cover what is actually nofhing more fhan an attempt
1o interfere directly with the business relafionships of
a competifor.” Ngerr, 365 1.5, at 144, The Supreme
Court ‘has estabiished a twopart test for “sham”
litigation:

Firet, the lawsult must he objectively baseless ip
the sense that no reasonable Yigant could realisi-
cally expect success on the merits. If an objective
litigant. could conciude that the suit is reasonabiy
calculated to elicil a favorable outcome, the suit is
maumnized under Noasr, and av antiirast claim pre.
mised on fhe sham exception must f81 Only i
challenged igation is objectively meritiess may a
court emaming the htigant's sublective mofivation,
Under this second part of cur definition of sham,
the court should focus on whether the haseless
fawsuit conceals ‘an attempl to inferfers divertly
with the buginess relationships of 2 competior,
through the ‘use [of] the povernmental frocess —ag
opposed to the owderme of that process — a8 an anil
competitive wezpon.”

Prafl. Real Estate Investors, Inc. v. Columbic Picturss
Indus., Inc, 19951 Trave Casps § 70,2071 508 1.5,
49, 60-61 (1993) (quoting Neerr, 365 1S, at 144; City
of Colwmbie v, Omni Owidoor Advertising, Tne., #49
L. 365, 380 (1991)).

The first prong requires that a lawsull must be
“objectively baseless.” Spinife alleges that TSS filed
an “objectively baseless” lawsult to enforce trademark
regisiralions that TSS knew to be limited, tavalid, and

unenforceable as w0 Spinlife and iy reiall sale busi
ness, TSS's trademaries are Wmited to insurance
clabms processing; they do not extend to retall sales,
While TS5 may protect its trademarks through an
infringement sult, it cannot use such & suit to expand

" those trademarks, The second prong requires that

the Court consider whether a party is using the pro-
cess of ltigation to interfere with 2 competitor's busk
ness. Io this case, Spialife alleges that TSS is wsing
Htigation, and the expenses Spinlife mmust incur o
dedend itself, to drive SpinLife feom the motor sconter
retall market, Accordingly, Spinlife has satisBed hoth
prongs of the test for the sham exception.

Maoreover, whether & party's conduct is 2 gennine
attempt to avall #self of the judicial process or is
merely a sham is # question of fact that is inapproprh-
ate for & moton to dismiss. See Clipper Fawpross n.
Rocky Mountoie Mooy Torif Burean, 19821 TrADE
Casks § 64,693] 650 F.24 1240, 1263 (©h Cir), Ac
cordingly, as Spinkife has pled sufficient facts to sup-
port the sham exception, immunity from aptirnst
ability cannot aftach to TS at thiz stage of fhe
ltigation. See Nabi Biopharm. v Rozane Labs., Fac.,
2007 WL 894473, at ¥4 (S.D. Ohio March 21, 2007)
(finding that counterclaim alieging that infringament
suit was objectively baseless and concealing an at
temt to interfere directty with the business refation-
shipe of a competitor adequately stated # clafm and
should not be dismissed); Wabash Fub, Co. v, Flana-
gan, [1890-1 TrARE Casus [ 62,021) Ne, 89 € 1923,
1980 WL 18877, at *4 (NI, JI Feb. 27, 1000) (#nding
that defendant had pled sufficient facis to support-a
counterclaim under the Sherman Aot and the sham
Itigation exception applied); Comptek Research, Fac. v
Borvisier Leogal Support Servs., bne., Civ. No. 81-0054,
1081 WL 48146, at *1 (I», D.C. Dec. 21, 1981) ({deny-
ing motion to dismise Sherman Act countercizin be-
cause “an ‘efiorf to extend a trademark monopaly
bayond its legs] lmits, resulting in actual damnsge to
competitors, though dificult of proof, would be ac-
tionable under the Sherman Act”) {guoting La My,
Inc. . Alberto-Culver Co., 179 USF.G. 607, 515 (D
Minm. 1973), offd., {1874-2 TrapT CASES 4 75,3511 496
F.2d 618 (8th Cir. 1974035,

Z, Afterspied Monopotizaton

I arder to plead a claim for attempted monopolize
ton under Section 2 of the Sherman Act,® u plaintif
must eslablish three elements: “{1) that the defen
dant has engaged in predatory or anticompetitive con-
duct with (2) a specific intent io menopolize and (3) »
dangerous probubility of achieving monapoly power,”
Spectrumz Sporte, Ine. v MeQuillon, (109931 Trinn
Casms §) 70,096] 506 LS, 447, 456 (1693). The plainff
does vot have to show that the defendant has sue
ceeded in establishing monopoly power, but must

6 Every person whe shall monopolize, or atlempt to rmnnoatkze,
or ennibine or conspire with any other BErsGN ar persons, (o
muonopoiize any part of the trede or commerce amuong Hie severa)
States, or with forelim nations, shall be deemed auilly of a felony,
and, on convielion théreof, shull be pusished by fine not excerding

Trade Regulation EReports

ane millien doflars ¥ & corpaation, or, If any olther yersun, ope
hndred thousind dolfars, or by hmprisonment rot e cending three
vears, o by both said punishiments, in the discretion uf e enul
1B 1LE.C 52

477,432



120,380

Cited 2013-1
Scaoter Stove, fnd. 1.

snow that the defendant is able seriousty Lo atiempt
the achievement of monopoly stntus. Lavain Jowmal
Co. o Undled States, J19501951 Tranm Cases § 52,857)
342 U5 143, 15354 (1651,

@, Predatony or Anticormpetitive Condaoct

The first element of an attempted monopolization
claiin i predatory or anticompetitive conduet, The
purpose of the Sherman Act is o protect the nublic
from the failures of the market, In an effort to further
this goal, the Act remulates “conduct that unfairly
tends @ destrov competition” fiself, it seeks 1o foster,
not chill competition. Spectrum Sports, 506 UR. ar
448, Accordingly, the Sixth Circuit defines anticdmpe-
titive conduct as “conduct designed fo destroy compe-
titton, not just v eliminale a cormpelitor.” Rickier
Concrete Corp. 0. Hilliop Comcrete Corp., [1982-8%
Trape Casus 9 85.003] 691 Fad 818 823 6th O,
19823, In particular, using litgation unlawfully to ex-
tend frademaris or to destroy competition is anlicom-
pefitive conduet, See Benton Prods. Ewiers., Tnc
Maiion Media, 125 F3d 855, 858 (6% Cir, 1697) (per
curiarn} (“The fling of a lawsuit solely a8 an act of
business aggression, rather than, as a method of
resolving an honest dispute may be & method of
unfair competition.”y; Compisk Reszarch, Ine., 1981
W1 48146, at 1.

As applied to this case, Spinlife alleges that TES s
uging Higation (o drive it from the retall ssles market
for power mobility devices. TSS has a trademark for
msurance claims processing, When TSS applied for
this trademarl, it alsc applied for a trademark of “The
Seaoter Store” for retail sales. The USPTO found that
the phrase was generic and refused fo register the
mark. Spinidfe alleges that TSS s using litigation to
prevent the use of “The Scooter Store” i the retail
sulas markel. According to Spinlifz, TSS seeks to
enforce its lmited trademark bevond iy scope and
expand it reach from Insurance claims o the retail
sale of goode. Further, SpinLife alleges that TSS is
ushy this litgation and is accompanying costs so
drive Spinlife out of business. Aseuming these facts
to be true, these acts are sufficient to establish that
T85 iz using litipation o destroy competition and
thus has engaged in anticompetitive conduct.

b. Speciffc Intest i Monopoze

I the second clement of an attemyt fo monopolize
claim, the plaintf must allege facts that show “a
specific intent to ‘destrov competition or build & me
vopoly.”™ Conwood Co., LP o United States Tobaeco
Co., 120021 TrabE Casys 8 73,6731 290 F.5d 768, 787
& Cir. 2002) (quoting Toups Mht., Inc o Guality
Mbis,, fnc, [18981 Trapg Cases 9 72,1117 142 Fad
90, 101 (2d Cir. 1998). “Specific intent to monopolize
may be inferred from evidence of anticompeatitive con-
duct . .. but not from legitimate business practices
simed only al succeeding in competition. Asthur S
Langenferder, Ine. v. S.E. Johnson Ca., 1199052 TRADE
Casms 9 60,230] 617 F2d 1413, 1432 (6 Cir. 1980).
While the intent {o increase market share is 2 normal

§77,432
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desire of competitors and does not revenl ingent to
monopolize, the desire (o crush competilors do
Richier Concrefe Corp., 881 F.3 at 825, Thus,
fafth or malicious nurposes can transforst 4 commaon
buisiness pracics inbo anticompetiiive conduct See
Alles Corf, . Senco Frods., Tnc.. 11964 Trank Cases
T TLOGZIZ2Y F.2d 567, 572 (6 Cir. 1664 (“The pur-
pose oF intent in create or maintan 3 maonopsly rans.
forms whatl might otherwise be a legal method of
deing business info an legal mathod under Section 2
ol the Sherman Act.™

Spinlife’s aliegation that TSS is using its larger
size, and sceompanyving larger revenue, 1o ahsorh the
litigation costs and drive its competitors out of busgi-
ness s not anreaistic in a world of rising fess and
expenses. I the sham exception apphies, using Hige
fion or the threat of Htigation to harass and efiminate
corpeatiien is sufficient to establish 2 specific intent
o monopelize ai the motion to dismiss stage, See
Leliro-Vend Corp. v. Vendo Co., [1975-2 TrADE CASRS
5 60,418] 403 V.Supp. 527, 534 D.C. T 1995, of
Avmed [1976-1 Trane Casks § 60,819] 545 E.2d 1050
(7 Cir. 1978), reversed on other prounds [1977.1
Trape CasEs € 614971438 LS. 823 (1977, (finding
that using litigation ts harass or sliminate competi
tors ig evidence of specific mtent to monepoliza);
Handgords, Inc. v, Johmson and Johason, [1976-2 TRADE
Cases § 61,137]413 F. Supp. 821, 92435 (N.I1, Cal
1978, disapproved of on other grovnds by Harvey v,
Fearless Farris Wholesols, Tne., 119791 "TRADE Cass
9 62.465] 569 F.B2d 451 (9th Gir. 1978 (ading that
“the bringlng of a series of iliounded patent miringe-
ment actions, in bad faith, can constiluie an amitrust

- violation In and of itsell If such suits are initiated or

pursued with intent to monopolize a particuler indus
try (and, of course, the other elements of a Seciion 2
viglation are present”). Accordingly, SpinLife has suf-
fciently pled the specific intent to monepobize.

. Dangercus Probability of Achieving Monomaly
Fowey

The third element of an sttempted monopolizfion
claim is a dangerous probability of achieving monop-
oy power. In pleading this clement, the pluntif must
first define the relevant market, and then plead facts
from wivcht the Court can infer that the defendant has
a dangerous probability of achieving monopoly
power. Conuiopd Co., L.F., 260 ¥.54 a0 782,

'

First, Spinlife has pled the relevant marker “A
geographic market is defined as an ‘area of effective
competition,” which is the zone in which buvers have
the opportunity o purchase reasonably interchanges-
ble or identical products from different suppliers. Ke/
Mex Intern., fne. v. Realty One, Tne.. [1998-1 ThaDE
Casng % 72,4881 172 F.54 985, 1016 (Bt Cir. 1965
tquoting Meere v. James {4 Matthews & Co., [1877-1
Trapt Cases 9 81,378} 550 F.2d 1207, 1218 (5% Cir,
1977)). Spinkife defines the relevant peographic mar
ket as the United States and Canada,

©2011 CCH. All Rights Reserved.
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Second, Spinlife has pled that TSS's market power
shows that it bas 2 dangerous probability of achleving
monopoly power, The Sixth Circuit has defined mo-
nopoly power as the abilty “io ralse prices or
exclude competition when H is desired to do sot
Spirtt Atrlines, Ine. v Novthwess Airviines, e, 431
F3d 917, 935 (8t Cir. 2005) (queting Byars v, Bligff
City News Co. Ine,, 19792 TrADE CasES § 62,928) 608
F2d 843, 850 (6% Cir. 1979) (nternal citatipns omit-
ted)}. As the existence of this power “ordinarily is
inferred from the seller's possession of a predominant
share of the market,” Fustman Kodak Co. v Jmage
Tech. Servs., Inc., [1992-1 Trapr Casts 4 65,8397 504
B8, 451, 484 {1992, the principal fzctor in determin-
ing market power 19 market share. At the motion to
dismiss stage, with discovery still {© be completed,
the plaintiff does not have fo allege an exact, percent-
age-based market share. See Todd v Ewron Corp,,
|2001-2 Trane Casks 9 73,5181 275 F.ad 191, 208 (&4
Cir. 20015 (“At this stage, it is sufficient that plaintff
has alleged specific facts that support & narrow prod-
uct market in a way thal is plausible and bears a
rational relation to the methodology courts preseribe
to define a market for antitrust purposes.™. Thus, it is
necessary o consider other structural factors to de
termine if a seller hags 2 dangerous probahility of
achieving monopoly power. These include: “the
strength of the compelition, the probable develop-
ment of the industry, the barriers to eniry, the nature
of the anticompetitive conduct gnd the elasticity of
consumer demand.” Intl, Distrib, Ctvs., Inc. v, Walsh
Trucking Co., Inc., {19871 Tranr Cases % 47,4577 812
F.2 786, 792 (2d Cir. 1887}, See Spivit Aivlines, Inc.,
431 F.3d at 952 (discussing structural factors); White
and White, Inc. v. Am, Host. Supply Corp., [1584.1
TranE Cases ¥ 65,7631 723 F.24 485, 507 (6™ Cir.
1683} (discussing structural factors}.

In this case; Spinlife alleges thai TSS is engaging
in conduct that is explicitly designed w doive others
from fhe relevart market and exclede competitors,
By its own adinission, TSS sells more power mobility
equipment to mobility impaired persons than any of
its competifors. Further, the facts in the complaint
state that TSS is abusing its trademarks and atteript-
ing to enforce themn beyond thelr proper scope. In
effect, it is sulng competitors to enforce a trademark
that is Hmited to insurance claims in the retsil sales
marlet. This Court can infer that if TSS is successful,
it would have the power to drive its competitors from
the markelplace or reduce thelr market share. These
facts are sufficient to establish that TSS has a danger
ous probabiity of achieving monopoly power.

Anfitrugt aclions are fact iniensive, parficalarly
where motive snd Intent are at issue, and 80 courts
nesitaie fo grant motions o dismiss before the parties
have an opportunity for discovery. See Double D Spot-
feng Serv,, e, ) Supervaly, Jne., (19581 TraDR CASES
T 72,058] 136 F.3d 354, 580 (B Cir. 1098); Picante,
Inc. v Jimenez Food Prods., fuc, No. SA-B1-CA-625,
1082 WI 1891, at *2 (W.D.Tex. Aug. 15, 1982); Wak!
9. Rexnord, Ine., 481 F. Supp. 573, 586 (D, N.J. 1879,
rev. on other grounds, 624 F.2d 1168 (1980). As Spin-
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Life has adequately pled the sham exception to the
Noerr-Fenninglon Doclrine, as well as the three sle
ments of an attempled manopolization claim under
Section 2 of the Sherman Act, T58's moton o dis
miss court one is DENTELY,

D, Caunt Two: Ohiio Uafatr Competition

SpinLife’s second claim is for common law unfair
competifion. It argues that TSS brought suit in bad
{aith and with the malicious intent @ drive Spinlife
from the retall ssles market for power mobility
devices.

Unfalr competition is generally defined as selling
the goods.of & competitor or deceiving the public as
to the nature of goods, The tort, however, has grown
0 encompass a wide variety of unethbical business
practices. in Ohio, malicious litigation is 2 basis for an
unfair competition -claim. See Water Bgmt, Tuc v
Stavanchi, 472 NE2d, 715, 717 (Ohio 1984) (“The
concept of wifalr competition may alse exiend to
unfair cominercial practices such as malicious Hiiga:
tion, civeulation of false rumors, or publcation of
statements, all designed to barm the business of an-
other.”); Melten Metol Equip, 0 Matoullies Sws. Co.,
LB No. 76407, 2000 WL 738470, at *5 (Ohio CL App.
June 8, 2000%; Hewey Gehring Co. v, MeCue, 154 N.E,
171, 17172 {Ghio Ct. App. 1928),

As a threshold matier, TSS relies on Baster Trave-
nol Labs., Inc. v LelMay, 536 F.Supp. 247 (S.D. Ohic
18823, to argue that “is order to bring an action for
maliclous prosecution, the prosecution of a civil pro-
ceeding must be at an end and must terminate o
favor of the person bringing the malicious prosecu-
tion claim.” Jd at 24849, The court in Baxier Trave-
naf, however, falled to recognize the distinction
between a claim of malicious prosecution, and  claim
of unfair competition based on malicious prosecution.
These are different causes of action, and thus, differ
ent law governs. Under Ohio Taw, there is no require-
ment that the civil proceeding must have conclhided
before an unfair competition: claim based on malicious
prosecution can be brought. Microsat Corp. v, Acifon
Sefiware, 136 FSupp.2d 735, 740 25 (NI Ohio
2001) {discussing Herco Corp. v Corvpro Cos. Inc.,
No. 1465, 1986 WL 12338 (Ohio Ct App. Oct 28,
19860,

Ohie courts analyze malicious prosecution claims
under a bad Gith stndard, and evaisate whether the
claim was initiated to harass or injure & rival who sells
the same goods. Henry Genring, 22 Ohie Ot App. at
17372, in applying the bad fajth standard, courts may
consider whether maliclows character drives the
sCepe, context, Hming, and intent of the Htigalion.
Am. Chem, Soc. v. Leadscope, No. 08AP-1026, 2010 W1
2396544, at *7 (Oho O App. June 13, 2018, In
Awmericar Chemical Society v. Leadscope, for example,
the American Chemical Society brought an inteliec-
tual property action against former employees who
had formed a new company, Leadscope, Leadscope
counterciaimed, in part alfeging unfair competition.
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At trial, the judge instructed the jury that the fort of
unfair compefition could be based on malicious litiga-
ot On the unfuir competiion counterciaim, the jury
found for Leadscope. On appeal, the court found that
the evidence presenied at irial supported claims that
the Htigation was “rooted in ity alleged desire to
suppress, by any means necessary” a commpetitor and
thus satisfied the bad faith standard for malicious
litigation. In particulay, the court focused on the timr
ing of the action, The American Chemical Society
monitored LeadScope closely; it threatened and then
conmmernced litigation only as the company increased
in prominence. Id. at *89,

Similarly, n this case, Spinlife alleges that TSS
brought suit in bad faith, It contends that TSS at
tempted 0 acquire Spinlife W 2007. After falling in
thig effort, TSS threatened to use Jiligaton to force
Spinlife te stop using certaln keywords in Internet
advertising, When SpinLife refused, TSS brovght suit.
Spinlife alleges that TSS seeks to use the costs of
litigation to drive SpinLife out of the retai! sales mar-
ket for power mobilily devices. At the motion to
dismise stage, the Court iz only concerned with
whether Spinlife has pled sufficient facts to make out
a plausible claim that TSSs suit was brought with =
malicious intent. Accepting these factual allegations
are lrue, these facts are sufficient fo meet the stap-
dard. Accordingly, TS5's motion to dismiss count twe
is DENIED,

E. Count Four: Declaratory Judpment

Spinlife’s fourth count seels a gdeclaratory judg-
ment TE%'s trademarks are mvalid due to frand
and inequitable conduct by TSS during the prosecu-
Lion of the trademarks at the USPTO. As SpinlLife has
not adeqguately pled that T8S conpnitted fraud hefore
the USPTO, the motion to dismiss count four is
GRANTEL:. i

F. Courgt 8ix: Declaratory Judpment

SpinLife's sixth count seeks a declaratory judgment
that TSS's trademarks are unenforceable due to fraud
and inequitable conduct by TSS during the prosecu-
tion of the waderarks at the USPTO. As Spinlife has
not adeguately pled that TSS committed fraud before
the USPTO, the motion to. dismiss count six is
GRANTEL. .

V. CONCLIISION

For the reasons stated above, Plainiiffs’, The
Sceoter Store Inc. and The Scooter Store, Lid., Partial
Motion fo Dismiss {Dkt. 84} Defendant's, Spin-
Life.com, LLC, First Amended Counterclaim (Dt
81} {o GRANTED in part and DENIED in part. TSS's
metion to dismiss count one s DENIED. T85's mo-
ton to dismiss count two is DENIED, TSS's motion
to dismiss count four is GRANTED. TS%'s motion o
dismiss count six iz GRANTED.

ITIS SO ORDERED,
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