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nc v. Accuform Manufacturing Inc et al Dod.

UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

COBRA SYSTEMS, INC., a California | Case No. 2:13-cv-05932-ODW/(JEMX)

COI’pOI'atIOH

ORDER GRANTING IN PART AND
ENYING IN PART COBRA'S
OTION FOR PRELIMINARY
JUNCTION [20]

Plaintiff/Counter-Defendant

<0

V.

ACCUFORM MANUFACTURING,
INC a Florida corporation, and DOES
1-10, inclusive,

Z

Defendants/Counterclaimants.

l.  INTRODUCTION
This action arises out of a business relathip that went sour between Plaint

Cobra Systems, Inc. (“Cobra”) and feedant Accuform Manufacturing, Ing.

(“Accuform”). Cobra sells industridabel printers under the trademark VM The
two parties had an oral business arramgiet where Accuform sold Cobra’s VIiiM
printers through its catalog. After the business arrangement fell apart, Accuforn
into direct competition with Cobra, selliran almost identical printer under the naf
Spitfire. Cobra filed suit for copyrighind trademark infringement as well as unf
competition and breach of oral agreeme(ECF No. 1.) Now before the Court

Cobra’s Motion for Preliminary Injunction(ECF No. 20.) The Motion relates on
to Cobra’s trademark and unfair competitaims. For the reasons discussed bel
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the CourtGRANTS IN PART andDENIES IN PART the Motion for Preliminary
Injunction’
. FACTUAL BACKGROUND

Cobra offers industrial printing producsd services. (Erickson Decl. { 2.)
2008, Cobra started expanding its line of iridakprinters and began to develop t
VnM® line of thermal label printers.Id, § 4.) The first VnM product, the VnM 2
Signmaker was released in early 200R1. {1 3-5.) The printer includes a keyboza
and does not require a persoraimputer connection. Id. 1 5.) On February 10
2009, Cobra filed its VnMmark with the United States Trademark Office. (Murp
Decl. Ex. 1.) It was published for oppien on June 9, 200%nd registered of
November 10, 2009.1d.; Trademark Reg. No. 3710479.) Since the introductio
the VnM® 2 Signmaker, Cobra has also introdd several otheprinting products
bearing the VnM mark. (Erickson Decl.  6.) Cabls products are carried in thirg
party catalogs, but all beao@ra software and labelsld({ 7, Exs 1-3.)

Accuform approached Cobia 2010 about carrying the VnMine of printers
in its catalog. (Erickson Decl. | 8; ZeedDéef 20.) At the time, Accuform offere
pre-printed signs but no industrial printerg&rickson Decl. § 8.)The parties agrees
to work together, but did not memorialitee terms of their business relationship
writing. (Zee Decl. § 20.) On Februa2$, 2011, Accuform announced the additi
of Cobra’s VnM printers on its website. Id. § 22.) Accuform also assigned
VnM® printers internal SKU numbers, refairéo as “part numbers” by Cobra,
order to add the printers to Accuform’s product ligd. {f 21.)

In 2012, the business relatiship began to fracturgErickson Decl. {1 10-13;

Zee Decl. § 27.) Cobra and Accuform disagre¢o who is to blame. Cobra conter

! Cobra has also filed a Motion 8trike the Abramson Declarati filed by Accuform in opposition
to the Motion for Preliminary Injunction. The CoWENIES AS MOOT the Motion to Strike.
(ECF No. 30.) The Motion to Strike essentiatigntains evidentiary objections to the Abrams
Declaration as improper expert opinion. The Cagrees with the substance of the Motion
Strike, but found no relevant information in tdramson Declaration and did not rely on
contents in deciding whetherigsue a prelimingrinjunction.

—. = O

n
on

n

ds

on
to
ts




© 00 N o o b~ w N P

N N RN N DN DN N NDNN R P RBP RB R R R R R R
0o N o OO » W N PP O © 0 N~ o 0o W N B O

that Accuform’s sales force was not megtsales goals and was not technically sa
enough to properly sell the VriMprinters. (Erickson Decl. 1§ 10-13.) Accufor
contends that Cobra was trying to poatshbiggest customer, Grainger Industr
Supply, and essentially cut otite middle man by selling Vnfproducts directly to
Grainger. (Zee Decl. 11 29-30.) By th# & 2012, Accuform decided to gradual
phase out the Vnfl product line. Id. § 30.) Accuform stopped ordering VfiM
printers from Cobra in May 2013Erickson Decl. 1 14.)

As the business relationship between Cobra and Accuform fractured, Acc
began developing its own ling printers under the nantgpitfire. (Zee Decl. 1 12
30.) The Spitfire printers and VriMprinters look exactly @e, since they use th
same hardware from the saraiwanese manufacturer.ld( 7 9-12, Exs. 1-2.
According to Accuform, the sae printer components are sold to at least four o
printer suppliers in the United Statesld. (f 14, Ex. 3.) Accufon claims that the
Spitfire software is different, utilizing Acéorm’s media instead of Cobra’s medi
however the software was developby a former Cobra employee.Id( T 13.)
Accuform began selling the Spitfire printers in 2013, using the same SKU nur
previously assigned to the VifMrinters. (Erickson D&. § 13; Murphy Decl.

19 5-7, Exs. 4-6.)

Once Accuform rolled out the Spitfireipters, it began to contact customsg
who purchased Vnfiprinters. (Zee Decl. 17 31-32; Erickson Decl. §{ 15-16,
Exs. 8-9.) Accuform visited these customand replaced the Cobra software on
printers with Accuform’s Spitfire software.(Id.) Accuform also placed labels ov
the VNM® mark and any referencesCobra on the printersld() Cobra claims tha
in addition to these actions, Adoum continues to use the VifMnark on its website
where references to VnMprinters link customers to Spitfire products. (Murp
Decl. 1 8-13, Ex. 7-12.) Accuform rejects tbontention stating that it has gone

2 Accuform represented at the January 6, 2013ifgam the instant Motion that a total of fol
VnM® printers were modified
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great lengths to purge all Vrilreferences from its websitnd catalog. (Zee Dec].

112-8.)

On August 14, 2013, Cobra filed the @plaint against Accuform assertin
seven claims including copyright infringement, trademark infringement, u
competition, and breach of an oral agreein (ECF No. 1.) Accuform’s Amende
Answer, filed on October 25, 2013, raises anbar of affirmativedefenses as well a
two counterclaims for invaliditof copyright applicationand intentional interferenc
with contract®> (ECF No. 18.) Cobra filed thiglotion for Preliminary Injunction on
November 4, 2013. (ECF No. 20.) Colsra/otion seeks to enjoin Accuform 4
follows:

e Cease using and/or displaying the Vilvhark, or variations of the

mark

e Cease selling products under the sgrag numbers as were used for

VnM® products when they were sold by Accuform

e Cease selling confusingly similar printers (the Spitfire printers)

e Cease modifying and/or relabeling VfiNrinters

e Provide a list to Cobra identifying each VfiMroduct that was modifie(

and/or relabeled, so that Cobra aaontact those customers to return f{
printers to their original statand reinstate the warranties.
An initial hearing on the Motion was helth December 2, 2013, where the part
indicated a willingness to enter into settlemeegotiations before the Court ruled {
the preliminary injunction. However, rsettlement was reacheahd the matter cam
on for hearing again on January 6, 2014.
lll. LEGAL STANDARD

A preliminary injunction is an extraorciny remedy never awarded as of rig

Winter v. Natural Res. Def. Council, In&55 U.S. 7, 24 (2008)A plaintiff seeking a

3 Also pending before the Court in this actiorCisbra’s Motion to Strike Affirmative Defenses ar
Dismiss Counterclaim, which the Courtshitaken under submission. (ECF No. 38.)
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preliminary injunction must establish tha) (iLis likely to succeed on the merits; (
it is likely to suffer irreparable harm ithe absence of preliminary relief; (3) t
balance of equities tips in its favor; and &) injunction is in the public interestd.

at 20; Perfect 10, Inc. v. Google, In®653 F.3d 976, 979 (9th Cir. 2011). In ea
case, a court “must balance the competirmjned of injury and must consider th
effect on each party of the grantingwithholding of the requested relief. Amoco
Prod. Co. v. Vill. of Gambell480 U.S. 531, 542 (1987). Further, courts of eqy
should pay particular regard for thpublic consequences in employing t
extraordinary remedy of injunctionWeinberger v. Romero-Barceld56 U.S. 305,
312 (1982).

IV. DISCUSSION

Cobra’s Motion is based only on thademark and unfair competition claifhs.

Cobra contends that Accuform shoude enjoined from using the VifMmark, using
the part numbers that were previously used to sell ¥miinters, selling Spitfirel

printers, and modifying existing VnMprinters. The Court finds that a preliminary

injunction should issue with respect to the modification of existing ¥phhters, but
that Cobra has not met its burden at thdipreary injunction stage for the remainin
requests.
A. Trademark Infringement Under 15 U.S.C. § 1114

Cobra’s Motion first addresses trademanfkingement under 15 U.S.C. § 111
The only action by Accuform that woul@mstitute trademark fingement under thig
section is the alleged continued use of the Vrivark to sell Spitfire printers. Cobr
argues that Accuform’s websit®ntinues to reference Vrilvproducts. According td
Cobra, there are numerous Accuform webpages that utilize thé® vimik and then
link customers to Spitfire produdis make purchases. (Mot. 12.)

* Cobra has indicated that it may seek an injunchiased on the copyrightaiins at a later date

once discovery has been conducted regardirayfdem’s Spitfire software. (Mot. 1, n. 1.)
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A claim for trademark infringement requiragplaintiff to prove that (1) it owns

a valid, protectable mark, anf@) the defendant used a maxdnfusingly similar to the
plaintiff's mark. Brookfield Comm., Inc. WVest Coast Entm’t Corpl74 F.3d 1036
1046-47 (9th Cir. 1999). Here, the parties do not dispute the first elemen
Cobra’s VnM mark is valid and protectable. (ivphy Decl. Ex. 1; Opp’n 10:24—25
But the parties are in dispute over tleeand element—whether Accuform is using
mark confusingly similar to plaintiff's mark.

It is first necessary to address what id amat is not at issue with respect to t
second element of the trademark infringenaaim. The partieare not disputing the
similarities of the VnM and Spitfire marks. They are not similar. Cobra’s argun
is that Accuform is continuing to use the actual VfhMark. While Cobra spend
considerable time in its Motion analyzing thight factors used to assess likelihood
confusion, a full analysis unddrdse factors is unnecessary heee Official Airline

Guides, Inc. v. Gos$ F.3d 1385, 1391-92 (9th Cit993) (finding that the eight

factor test applies only when the produats related but not in direct competitior
AMF Inc. v. Sleekcraft Bogt$99 F.2d 341, 348 (9tkir. 1979) (outlining eight
factors for likelihood of confusion but hoidj that the factors are not necessary w
goods are in direct competition because caofugs expected). The Court need or
determine whether Accuform is in fact using the Vhkhark to sell the Spitfire
printers because that in and of its@établishes likelihood of confusion.See
Brookfeild Comm.174 F.3d at 1056 (“In light of thértual identity of the marks, if
they were used with identical products services likelihood of confusion woul
follow as a matter of course.”).

In support of the Motion, Cobra hasibmitted only a handful of Accuforr
webpages that it claimseastill live and use the Vnfimark. (Murphy Decl. 77 8-9
11-13, Exs. 7-8, 10-12.) Notably, howev€pbra made no mention of these li
webpages at the January 6, 2014 heariMpanwhile, Accuform argues that it hg
gone to considerable lengthsramove all references to Viivon its website and tha
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it is not actively utilizing the VnM® mark teell Spitfire printers. (Zee Decl. 11 28,
35-39.) The Court finds that a preinary injunction on use of the Vnfmark is not
warranted at this time.The webpages submitted by Cabwere created during the
business relationship with Accuformld( In addition, Accuform indicates that gll
the webpages submitted by Cobra were orpthgrages that could only be located py
using precise terms in a search enginéd.) ( Furthermore, Accuform has sing¢e
removed these orphaned pagedd.)( There is no evidere that Accuform has
intentionally used the VnM® mark to sell iBpe printers at tis time. The Court
finds that there is simply nothing to kenjoined. This relates to two of the
preliminary injunction considerations:kélihood of success on the merits and
irreparable harm. Cobra has not dematstt that Accuform is using the ViiMnark
at this time and, if Acuform has used the VrlMmark to sell Spitfire printers in th

(D

past, that can only be compensated with damages.
B. Unfair Competition Claims
Cobra is asserting unfair competitionder the Lanham Act, 15 U.S.C.

8§ 1125(a), as well as undevmmon law and section 17200 of the California Business

and Professions Code. The remaining actitvas Cobra seeks to enjoin arise unger
these unfair competition claims, aedch will be addressed in turn.

1. Accuform’s Part Numbers for Spitfire Printers

First, Cobra argues that Accuform shobkl enjoined from using the same part
numbers to sell Spitfire printers that it used to sell Vivinters during their busineds
relationship. However, ahe January 6, 2014 hearingoth parties admitted that
Accuform generated the pamumbers at issue. Whil€obra has presented some
evidence of confusion regarding the usetltd same part numbers to sell Spitfire
printers, this is insufficient. The part nbers have always l@iged to Accuform and
are part of a larger interngroduct-identification schemeSee Wilden Pump and
Eng’'g LLC v. JDA Global LLCNo. 12-cv-1051-ODW (DTBx), 2012 WL 5363319,
at *2 (C.D. Cal. 2012) (holding that part nbers did not serve as source identifigr);
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cf. K-S-H Plastics v. Carolite408 F.2d 54, 58-59 (9th 1ICi1969) (finding no

likelihood of confusion betweepart codes for lighting peels, where plaintiff used

letter “K” followed by a codeand defendant used “C” folied by the same code
Therefore, the Court finds rimasis to enjoin Accuform from using the part number
sell Spitfire printers at this time.

2. Similarities of the VnM® and Spitfire Printers

Next, Cobra seeks to enjoin Accuforftom selling Spitfire printers, which
appears to rest on a theory of misappropriation. Misappropriation is incorporate
common-law unfair competition.City Solutions Incv. ClearChannel Comm365
F.3d 835, 842 (9th Cir. 2004). It is normaliywoked to protect something of vall
that is not otherwise protected under patantopyright law, trad secret law, breac
of confidential relationship, or some other unfair competition lddi. To succeed
under a theory of misappropriation, a plaintiff must prove that (1) it inve
substantial time, skill or money in ddeping its property (2) the defendan
appropriated and used the property at littteno cost; (3) appropriation was witho
authorization or consent; and (4) plafiwvas injured by the dendant’s conductld.

To establish a likelihood of succesm the merits, Cobra contends th
Accuform’s Spitfire printers are “knock-offgif the VnM® printers. (Mot. 6.) It ig
true that the printers look identical. tAohave the same printer body and utili
keyboards. Both operate without a persamamhputer connection. (Erickson Decl.
1 5; Zee Decl. 1 10-11.) The printeggen come from #h same Taiwanes
manufacturer. (Zee Decl. 1 10-11, Exs. 1-Phe only physical distinction is tha
Cobra’s printers bear the ViMmark and Accuform’s dar the Spitfire mark
However, Accuform points out &hthe hardware, mainly theipter body, is sold to a
least four other suppliers the United States. (Zee DeBlx. 3.) Thus, the physica
similarities alone are not actionable. olfta needs more to support a theory
misappropriation.  Cobrattampts to bolster its miparopriation theory with
undisputed evidence that the software for Accuform’s Spitfire printer was deve
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by a former Cobra employee. However, Goldmits that it does not yet have t
code for the Spitfire software and more digery is needed to determine whether
Spitfire software is identical to the VriVisoftware. (Zee Dec 13.) Cobra alsq
points out that it began developing the Vldrinters in 2008, which demonstrat
that Cobra has invested more than five geato the product line(Erickson Decl.
19 5-6.) But Cobra has natpplied detailed evidence regarding the skill and expe
that went into the development of the VfiNrinters. Without such evidence, tf
Court is hard-pressed to give significant g¥gito the time invested, particularly
light of the fact that the hardware aally originated from another source.

Overall, the Court finds that Cobra haspplied insufficient evidence at th

juncture to support a likelihood of susseon the merits. Nertheless, Cobra’s

Motion argues that a preliminary injurmti may issue even where there are o

“serious questions going the merits” of a claim.Alliance for the Wild Rockies V.

Cottrell, 632 F.3d 1127, 1135 (9th Cir. 2011But even taking this approach, tt
Court finds that Cobra has not met isirden with respect to the remainir
preliminary-injunction factors.

As to irreparable harm, Cobrashaot quantified its loss in Vnisales due tg

Spitfire printers being on the market. Butgtlogical to assuméhat there is some

loss because the products are in directnpetition. Cobra has also suppli
evidence—i.e., customer ensatsuggesting that customers may be confused by
two nearly identical printeren the market. (Erickson Decl. §{ 15-17, Ex. 7-9.) 1
confusion harms goodwill, whiccannot be compensatedtiwmonetary damages

the conclusion of this case. On the othardhdhe balance of hastips and the publi¢

interest do not favor issuance of a prahary injunction. A preliminary injunctior
with only “serious questions” as to the m® requires a “balance of hardships tias$

sharply toward the plaintiff.” Wild Rockies 632 F.3d at 1135 (emphasis adde
Cobra is seeking to stop all sales of Acenfs Spitfire products until the end of th
litigation. This would place too heavybairden on Accuform. While Accuform ha
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indicated that eighty percent of its Spéf sales have been halted by its larg
customer pending the outcome of this litiga, the reputationaharm and financia
harm of enjoining the remaimg sales would put Accuform in a difficult positio
Moreover, since a large portion of Spitfisales are now on hold without judici
intervention, the burden placed on Collma not having an injunction in place
already lessened. Furtherraprthe effect of an injution would be to eliminate
Cobra’s competition in the market. The Cwofimds that without a stronger showir
of likelihood of success on the merits, it is mothe public interest to eliminate dire
competition in the marketplace.

Accordingly, the Court finds that thereliminary-injunction factors are nd
satisfied with respect to Accuformsales of the Spitfire printers.

3. Relabeling and Modification of Existing VnM® Printers

The Court finds that Cobra’s final reatgto enjoin Accuform from modifying

existing VnM printers, essentially rests on a theof “express reverse passing off.

The Ninth Circuit has held that expregverse passing off is covered by the unf
competition section of the Lanham Act, 15 ICS8 1125(a), and operates in the sa
vein as false designation of origismith v. Montorp648 F.2d 602, 606—07 (9th Ci
1981). It occurs where the defendant rensomeobliterates the plaintiff's trademar
without authorization, and then profits off the goods even though they were actua
produced by the plaintiff.See id.at 605. Express reverpassing off and any clair
under 15 U.S.C. § 1125(a) requiradikelihood of confusion. Two Pesos v. Tac(
Cabana, Inc. 505 U.S. 763, 780 (1992). The likelihood-of-confusion ingu
“generally considers whether a reasongmtydent consumer in the marketplace
likely to be confused as to the originsmurce of the goods or services . . Réarden
LLC v. Rearden Commerce, In683 F.3d 1190, 1209 (9th Cir. 2012).

Here, Cobra has supplied ample evidetwasupport a finding that Accuforn
has engaged in express reverse passiiig It is clear that the Vnfl printers
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originated with Cobra not Accuform. Moreover, Accuform admits to visitin
customers and placing Accuform labels over the Vritark and all references 1
Cobra. (Erickson Decl. 1 15-16, Exs. 528e Decl. § 32.) Accuform also admits

retrofitting the machines by replacing Cobra’s Vhkbftware with its own software.

(Erickson Decl. Y 15-16, Exs. 5-9; ZBecl.  32.) Cobra has also suppli
evidence of actual confusion frocustomers who purchased Vfilrinters. There
are emails from customers, such as IngoRecking, questioning who is responsit
for maintenance and salesateng to the printers. (Erickson Decl. {1 15-17,
Exs. 5-7.) In its Opposition, Accufornomtends that Cobra must supply custon

survey evidence to support a finding delihood of confusiorand that evidence of

two confused customers is insufficiertiut the case law cited by Accuform
inapposite. See e.q.Cytosport v. Vital Pharmaceuticals, In617 F. Supp. 2d 1051
1075 (E.D. Cal. 2009) (finding only that segvevidence of customer confusion w
an acceptable form evidencetheé preliminary injunctiorstage to demonstrate actu
confusion). In addition,Accuform argues that customers consented to
modifications; however, Cobra’s evidencecohfusion suggests that the consent n
not have been fully informed.

Accuform also contends that expresgernse passing off cannbe applied here
because the doctrine requires a saled no sale has occurred her@oho, Inc. v.
Marquis, 902 F.2d 356, 360—61 (5€@ir. 1990). The Court disagrees. First, the F
Circuit in Rohodid not emphasize that a sale igjuged; there was merely a sa
involved in the case. In addition, a sale is arguably occurring here. The only I
that Accuform is modifying the VnRiprinters is because there is an ongoing busil
relationship with these customers who ndedpurchase the mdea used with the
printers. Instead of receiving VriMproducts to use with their VnMprinters,
Accuform is replacing the software so thitatan sell Accuform’s Spitfire products fq

> At the January 6, 2013 hearing, Accufaadmitted that orders placed for VfiNgrinters during the
business relationship were shippdidectly from Cobra to the cumhers, and thaservice on the
printers was performed by Cobra
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use with what was originally a VnMprinter. Overall, Cobra has demonstrate(
likelihood of success on the merits &s its unfair competition claim under th
doctrine of express reverse passing off.

Since Cobra has demonstrated consumer confusion, the Court also fing

e

IS th

there is irreparable harm. Confusiontire marketplace about the origin of googds

goes directly to Cobra’'s goodwill and reativon, which are ha to quantify and
compensate for over timeSee e.g.Herb Reed Enter., LLE. Florida Entm’t Mgmt.,
Inc., No. 12-16868 (9th Cir. filk Dec. 2, 2013) (finding that evidence of loss
control over business reptittn and damage to goodwilbald constitutdrreparable
harm); Stuhlberg Int'l Sales Co., Inc. v. John D. Brush and Co., 240 F.3d 832,
841 (9th Cir. 2001) (holding that threatenesls of prospective customers or goodw
can support finding of irrepdoke harm). Cobra asks tli@ourt to order Accuform tg
not only cease modifying existing VifMprinters, but also hand over a list

customers whose printers were modifiedtisat Cobra may return those printers
their original status. In balancing tleguities, the Court itially hesitated with

of

of
to

respect to the second prong of Cobneguest, fearing that it may go beyond the

status quo and require too much judicial oigrs However, at t hearing, the Cour
learned that Accuform has only relalelnd modified a total of four VnfMprinters.
Based on this representation, the Court fitidg very little burden would be placs
on Accuform by requiring it to cease mbdations and hand over the list of fol
customers with modified printePs.Meanwhile, Cobra’s interest in its goodwill ar

t

d
Ir
nd

reputation support imposition of an umction so that customers who actually

purchased a Vnflprinter know the produs true origin. There is also a genuil
concern about the warranties on these modified ¥p¥nters. The public interes
also supports a preliminary injuian for the same reasons.

/1]

® In fact, Cobra stated at the January 6, 2013 hgatiat it is already aave of two of the four
printers that have been retrofitted.
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V. CONCLUSION
For the reasons discussed above, Cobra’s Motion for Preliminary Injunct
GRANTED IN PART and DENIED IN PART. The Court hereby enjoin
Accuform from relabeling existing Vnf printers and modifying existing Vni
printers to operate with Accuform’s tHpe software. The Court also orde
Accuform to supply Cobra with a list of the ViiMprinters that wee relabeled anc
modified, so that Cobra may contact thasstomers, if it so chooses, and offer

restore the printers to their original stafEhe Court finds thathe issuance of a bond

Is unnecessary based on the low numberiatgns actually involved in this injunctio
and likely de minimisexpense to be incurred by Accuform to comply with {
injunction. See e.g.Diaz v. Brewer656 F.3d 1008, 1015 (9th Cir. 201d@hnson v.
Couturier, 572 F.3d 1067, 1086 (9th Cir. 2009).

IT IS SO ORDERED.

January 9, 2014

p " e
Y 2
OTIS D. WRIGHT, Il
UNITED STATES DISTRICT JUDGE
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