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Attorneys Present for Plaintiffs: Attorneys Present for Defendants:

Joanna Ardalan Not Present

Proceedings: PLAINTIFFS’ MOTION FOR DEFAULT JUDGMENT (Dkt. 114,
filed July 14, 2017)

l. INTRODUCTION

On August 15, 2016, plaintiff Albert Kakosian (“Kirakosian”) and Kiraco, LLC,
dba Apple on Top (“Kiraco”) filed thiaction against seventeen hookah retailers,
including the instant defendant J&L D Seh$Vholesale & Tobacco. Dkt. 1. The
gravamen of plaintiffs’ complaint is & the defendants infringed upon Kirakosian’s
patent and trademark rights by selling or offg to sell counterfeit hookah products. Id.
On November 10, 2016, plaintiffs serve@ summons and complaint on defendant. Dkt
23. On November 30, 2016, plaintiffs subnitfoof of service to the Court. Id.
Defendant has failed fde an answer or otherwise respond. On January 19, 2017, the
Clerk of Court entered defawdfainst defendant. Dkt. 58.

On March 15, 2017, plaintiffs filedraotion for leave to amend complaint to
dismiss three defendants, U.S. Global Impdttsokah King, and Southbay Wholesale.
Dkt. 86. On April 13, 2017, thCourt granted plaintiffs’ main to amend the complaint.
Dkt. 92. On April 28, 2017, plaintiffs filed first amended compldin Dkt. 96 (“FAC").
The gravamen of plaintiffs’ FAC is similgrthat defendants infringed upon Kirakosian’s
patent and trademark rights by sellingoffering to sell counterfeit hookah products.

On June 30, 2017, the Court issued ateoto show cause, ordering plaintiffs to
show why the action should not be dismisseddok of prosecution as to defendant J&L.
Dkt. 107. On July 14, 2017, pursuantte Court’s June 30, 2017 order, plaintiffs
responded by filing the instant motion for ddfaudgment against defendant. Dkt. 114.
On August 1, 2017, plaintiffs filed an exrpaapplication to lengthen the time to hear
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plaintiffs’ motion for default judgment. DkL12. On August 2, 2017, the Court granted
plaintiffs’ ex parte motion and set the dettgudgment hearing to September 11, 2017.
Dkt. 123.

.  BACKGROUND
Plaintiffs allege the following facts.

Kirakosian is an individual residing in Ldsgeles County. FAC § 1. Kiracois a
California limited liability company that dodsisiness as Apple on Top. Id. { 2.
Defendant is a California corporation with principal place of business in Rancho
Cucamonga, California._lId. § 3. f2adant imports and sells hookah and hookah
accessories throughout the United States. Odfendant also does business as 7SG Stars
Glass at its principal place of busines®Riemcho Cucamonga, California, where it sells
hookah and hookah accessori¢g. 4.

Kirakosian developed a “srihand sleek” hookah bowl that fits nearly all hookahs
and delivers “the full smokingxperience.” FAC  25Kirakosian branded the hookah
accessory as Apple on Top “AOT”._IDn December 19, 2012, Kirakosian registered
the hookah pipe head with the United St&atent and Trademark office and received
Patent No. D726,366 (the “’3@8atent”). _Id. § 26. The @duct is round like an apple,
features a single rubber greleaf attached to the métaowl for easy handling of hot
coals, is comprised of rubber ridges, and @ilable in various colors. Id. Since October

2012, plaintiffs have used the trademarlp{®e on Top” on their website. Id. { 31.

On May 30, 2013, Kiraco began using the AOT Mark to sell hookah and hookah
accessories. Id. § 28. Kiraco has devotdzbtntial time, effort, and resources to the
development and extensive promotion af &kOT Mark and the products offered under
it. Id. Due to Kiraco’s trademark regigtion and continuous use in connection with
hookah and hookah accessories, the hoskatking public recognizes and relies upon
the AOT Mark as an indication of theghi quality and unique design of plaintiffs’
hookah and hookah accessories. Id. In amldiths a result of Kiraco’s trademark
registration and extensive use of AT Mark, Kiraco owns valuable goodwill
symbolized by the AOT mark. Id. { 29.

On April 7, 2015, Kiraco validly registered the AOT Mark under Registration No.
4,717,006, deeming Kiraco tisele owner of all right, title, and interest in the AOT
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Mark. Id. § 30. Since October 2012, pldisthave been using the trademark “Apple On
Top” on their website, and also uses it as part of the WRky.appleontop.com. Id. I

31. In connection with its trademark regagion and extensive use, Kiraco owns the
AOT Trade Dress, which consistéthe patented AOT produptickaged in a small, clear
plastic box with a distinct red banner at thedthat reads “AOT ®.Id. { 32. Atthe

back of the box is a red backdrop with wh#gt that describes the AOT product and its
origins, as well as the URL f@laintiffs’ website. _Id.

Plaintiffs allege that defendant idrimging or inducing others to infringe by
making, using, offering to sell, and/or selling products that infringe the claims of the
AOT patent._Id. {1 33 & Ex. E. This usetbe AOT patent in anmerce is without the
permission, license, or authority of plaintifftd.  34. The infringing products appear
identical to AOT products in all materiedspects, including the word mark and
packaging, and the infringing products eweciude the “patent pending” claim on the
bottom of the product. Id. { 35. PlaintiiBege that defendant’s infringement of the
AOT patent is willful and deliberate, atliat defendant knowingly received payments
for this unauthorized and cownteit product._Id. T 36.

Kirakosian has only one autlmed manufacturer and onetharized wholesaler of
the AOT product covered underethOT patent._Id. T 41Kirakosian has inspected the
infringing products and believes that theseducts, while looking identical to the AOT
products, were not manufactured or doyoKirakosian’s authorized manufacturer and
wholesaler._1d. 1 43.

Plaintiffs allege that defendant hiaaded on plaintiffs’ AOT Mark, goodwill and
reputation in connection witAOT products and confused consumers as to the origin and
sponsorship of defendant’s product. fdt7. The use of the AOT trademark in
commerce is without authorization, legal rightconsent._Id. 1 48. Plaintiffs allege that
unless restrained by the Couwtefendant will continue tmfringe on plaintiffs’ AOT
Mark, thus causing a multiplicity of judicigproceedings, and pecuniary compensation
will not afford plaintiffs adequate relief fdhe damage to their AOT Mark and public
perception._Id. 1 49. Plaintiffs allege thas a proximate reswf defendant’s activities
trading on plaintiffs’ advertiag, sales, and consumercognition, defendant has made
substantial sales and profitil. 1 51. As a result of thesetivities, plaintiffs have been
damaged and deprived of subgital sales and have beerpdeed of the value of the
AOT Mark as a commercial asset. Id. T h2stly, plaintiffs allge that defendant’s
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actions constitute unfair and deceptive acts ortjgesin the course of business, trade, or
commerce._ld. § 81.

[ll.  LEGAL STANDARDS

Pursuant to the Federal Rule of Civilocedure 55, when a party against whom a
judgment for affirmative relief is sought hasldd to plead or otherwise defend, and the
plaintiff does not seek a sum certain, thamiff must apply to the court for a default
judgment. FedR. Civ. P. 55.

As a general rule, cases shibbk decided on the merds opposed to by default,
and therefore, “any doubts as to the propragty default are usually resolved against the
party seeking a default judgment.” Judféliam W. Schwarzer et al., California
Practice Guide: Federal Civil Procedure &efTrial § 6:11 (The Rutter Group 2015)
(citing Pena v. Sequros l@Gomercial, S.A., 770 F.2d 81814 (9th Circ. 1985)).

Granting or denying a motion for defaultjgment is a matter within the court’s
discretion. _Elektra Entm’t Grp. Inc. @rawford, 226 F.R.D. 388, 392 (C.D. Cal. 2005);
see also Sony Music Entertainment, IndElas, 2004 WL 1419593 (C.D. Cal. Jan.

20, 2004).

The Ninth Circuit has directed thaturts consider the following factors in
deciding whether to enter default judgmenj:tfle possibility of prejudice to plaintiff;
(2) the merits of plaintiff's substantive alas; (3) the sufficiency of the complaint; (4)
the sum of money at stake in the action;tfe possibility of a dispute concerning the
material facts; (6) whether defendant’s detfavas the product of excusable neglect; and
(7) the strong policy favoring decisions on therits. _See Eitel, 782 F.2d at 1471-72; see
also Elektra, 226 F.R.D. at 392.

IV. DISCUSSION

A.  Application of the Eitel Factors

1. Possibility of Prejudice to Plaintiff

The first_Eitel factor considers whetreeplaintiff will suffer prejudice if a default
judgment is not entered. PepsiCo, IncCualifornia Sec. Can238 F. Supp. 2d 1172,
1177 (C.D. Cal. 2002); see also Eitel, 782 F.2t4at1-72. Courts have concluded that a
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plaintiff is prejudiced if the plaintiff woul be “without other recourse for recovery”
because the defendant failechfgpear or defend against thetsu Pepsi, 238 F. Supp. 2d
at 1177; see also Phillip Morris USA, Inc.Gastworld Products, Inc., 219 F.R.D. 494,
499 (C.D. Cal. 2003).

Plaintiffs contend that despite knowledgfeAOT’s valid trademark, patent, and
trade dress rights, defendant willfully iged plaintiffs’ rights and infringed upon them
and sold counterfeit productfkt. 114-1 at 4 (“Memorandunp” Because defendant has
not appeared in this matter, plaintiffs wokk without any other recourse for recovery
unless default judgment is granted. See P&pdnc. v. California Sec. Cans, 238 F.
Supp. 2d 1172, 1177 (C.D. CaD02) (stating that plaiififs would have no other
recourse if a default judgment were not ead®. At minimum, plaintiffs would be
prejudiced through loss of sales and dilutdnheir AOT Mark if denied a remedy
against the defendant. As a result, the firstlEactor weights in favor of the entry of
default judgment.

2. Substantive Merits and Sufficiency of the Claims

Courts often consider the second andithiitel factors together. See PepsiCo, 238
F. Supp. 2d at 1175; HTS, Inc. v. Boley, 954 F. Supp. 2d 927, 941(D. Ariz 2013). The
second and third Eitel factors assess the sotdgtamerit of the movant’s claims and the
sufficiency of its pleadings, which “requitieat a [movant] state a claim on which [it]
may recover.”_PepsiCo, 238 Supp. 2d at 1177 (quotation marks omitted); see also
Danning v. Lavine, 572 F.2d 1386388(9th Cir. 1978) (stating that the issue is whether
the allegations in the pleading statel@m upon which plaintiff can recover).

Plaintiffs seek relief for: (1) patent infringement in violation of 35 U.S.C. § 271;
(2) trademark infringement in violation @6 U.S.C. § 1114; (3) trademark counterfeiting
in violation of 15 U.S.C. § 1116 and statatstory counterfeiting iwiolation of Cal.
Bus. & Prof. Code 8§ 14250; aifd)) false designation of origim violation of 15 U.S.C. §
1125(a), common law trademark infringemeartd unfair competition in violation of Cal.
Bus. & Prof. Code 887200 and 17500, et seq.

a. Patent Infringement

Plaintiffs allege that defendantsefringed on their design patents under 35
U.S.C. § 271. Section 271 provides that “wiarewithout authoritiesnakes, uses, offers
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to sell, or sells any patented invention... infringes that patentJ.85C.A. 271. In order

to establish design patent infringement, plaintiffs must prove that an ordinary observer
familiar with the patented product would be deceived into believing that the accused
product is the same as thegrated design. Egyptian Goddelg;. v. Swisa, Inc., 543 F.

3d 665, 681 (Fed. Cir. 2008).

Plaintiffs sufficiently dege the necessary requirements to demonstrate design
patent infringement. Plaintiffs establish thtagy held the enforceable patent for the AOT
product at all relevant time$=AC { 26. Plaintiffs allegthat defendant has infringed its
AOT patent by importing, making, using, offegito sell, or selling in the United States
products that are covered by claims of A@T patent._Id. { 40. Plaintiffs provide
images of their AOT product packaging, Ex.abd plaintiffs also provide images of the
allegedly infringing hookah bowls that depiearly identical copies of plaintiffs’
designs._Id. 1 33 & Ex. E. The infringing pumt contains substantially the same design,
including the apple-like shape, indented parsiof the bowl, the raovable tray with a
particular pattern of holes, and the rubbesen leaf._See ExD, E.

Therefore, the Court concludes thaiptiffs adequately plead their patent
infringement claims, and the first factor weighdavor of the entry of default judgment.

b.  Trademark Infringement

Plaintiffs allege trademark infringement under 15 U.S.C. § 1114(1) of the Lanham
Act, which imposes liability on a person wheeas registered mark without the consent
of the registrant and where “such use is likelgause confusion or to cause mistake|.]”
To prevail on a claim for trademark infringent under the Lanham Act, a plaintiff must
prove: (1) ownership of a valid trademark) (e of the mark without its consent; and
(3) that such use is likely to cause confusi@redit One Corp \Credit One Financial,
Inc., 661 F. Supp. 2d 1134, 1137 (C.D. Q4109); see also Rearden LLC v. Rearden
Commerce, Inc., 683 F.3d 1190, 1202 (9th 2ix12). “The test for likelihood of
confusion is whether a ‘reasonably prudent coms’ in the marketplace is likely to be
confused as to the origin of the good awvame bearing one of the marks.” Dreamwerks
Prod. Grp., Inc. v. SKG Studio, d/llaeamworks SKG, 142 F.3d 1127, 1129 (9th Cir,
1998). The Ninth circuit has identified eighttors that should be considered in making
this assessment, however “in cases invg\dounterfeit marks, it is unnecessary to
perform this step-by-step examinationbhecause counterfeit marks are inherently
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confusing.” _Phillip Morris USA Inc. vShalabi, 352 F.Supp.2d 1067, 1073 (C.D. Cal.
2004). Counterfeiting is a subset of trademark infringement under 15 U.S.C. §
1114(a)(1). A “counterfeit” is defined in the Lanham Act as “a spurious mark which is
identical with, or substantially indistinguidbla from, a registereghark.” 15 U.S.C. §
1114(a)(1).

Under the Lanham Act, a plaintiff mayc@ver statutory damages “not less than
$1,000 or more than $200,000r meunterfeit mark per typef goods or services sold,
offered for sale, or distributeds the court consider[s] justl5 U.S.C. § 1117(c)(1). In
addition, where a defendantenduct has been willful, éhcourt may grant enhanced
statutory damages of “not more than $8,000 per counterfeit mager type of goods
or services sold, offered for sale, or disttdmlj as the court congs just.” 15 U.S.C. §
1117(c)(2). “Willfulness requiea connection between theel®dant’'s awareness of its
competitors and the defendant’s actiondiaté competitors’ expense. Otter Products,
LLC v. Berrios, No. 13-cv-4384-RSWL-AGR013 WL 5575070, *9. “Several courts
have found statutory damagyare appropriate in defédjudgment cases because the
information needed to prove actual damagesithin the infringers’ control and is not
disclosed.” _Microsoft Corp. v. NOP, 584 Supp. 2d 1233, 113&.D. Cal. April 17,
2008).

Here, plaintiffs have alleged a prirfeecie case of trademark infringement and
counterfeiting._See FAC 1 45-52. Kiraco is thwner of a federallgegistered and valid
trademark._Id. § 31. The infringing produtdsk confusingly similar and also bear the
identical AOT Mark. Defendant is a sophistied seller of hookah products and is aware
of the valid trademark as plaintiffs expsgsdenote the trademark symbol and provide a
URL for the AOT website on all of plaintiffggroducts. Memorandum at 9. Despite this
express trademark symbol, defendant igdgraintiffs’ rights and infringed upon the
AOT products and sold counterfeits. Id. at Thhese counterfeits are likely to confuse a
reasonably prudent consumer because the edaiis are substantially indistinguishable
from the AOT products. Id. at 11-12. Thérimging products apg identical to AOT
products in all material respects, incluglithe AOT Mark and packaging, and the
infringing products even include the “pat@anding” claim on the tom of the product.
See FAC & Exs. D, EAccordingly, plaintiffs allega prima facie case for trademark
infringement and counterfeitingnd therefore may seekunctive relief pursuant to1l5
U.S.C.A. 8§ 1116 and Cal. Bus. & Prof. Code § 14250.
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Furthermore, there is evidence sciffnt to support a finding of willful
infringement. Dkt. 114-2, Kitaosian Declaration (“KirakosraDecl.”) 1 12. Kirakosian
visited defendant’s establishment on March 4, 2016 and inquired specifically about AOT
products sold by defendant. Id. On thisasion, defendant’s co-owner stated that he
sells hundreds of AOT's every weeld. In addition, “the fdure of a party to defendant
itself against allegations of trademark counterfeiting is indicative of willful trademark
infringement.” _Nop, 549 F. Supp. 2d at 1238 slso Sennheiser Elec. Corp v. Eichler,
No. 12-cv-10809-MMM-PLA, 2013 WL 381177%; (C.D. Cal. July 19, 2013) (“An
allegation of willful trademark infringeméis deemed true when the defendant
defaults.”). Thus, plaintiffsufficiently allege willfulinfringement because of the
statements of defendant’s co-owner, and beeaefendant has failed to defend itself in
the instant action.

Plaintiffs adequately allege that theyn the AOT Mark, thatlefendant uses the
AOT Mark without plaintiffs’ consent, antthat defendant’s infringing products are
confusingly similar to plaintiffs’ AOT productsAdditionally, plaintifs demonstrate that
defendant’s infringement is willful. As a result, the Court concludes that plaintiffs
adequately plead their trahark infringement and tradamk counterfeiting claims, and
the second and third factors weigh in fagbthe entry of default judgment.

C. False Designation & Unfair Competition

Plaintiffs allege violations undeections 1114 and 1125 of the Lanham Act.
“Although they are distinct claims, the elents are essentiallyadtical and the same
evidence establishes both claims.” Phillipm® USA Inc. v. Liu, 489 F. Supp. 2d 1119,
1121-22 (C.D. Cal. 2007). Identical to theu®t's analysis of defendant’s trademark
violations under section 1114(1), defendant is liable for violations of section 1125 if
plaintiffs demonstrate that)they own a valid and proteclalirademark, and that (2)
defendant used in commercsimilar mark without authorization in a manner likely to
cause consumer confusion, deception, orakest_Id. Here, as the Court previously
discussed, plaintiffs demonstrate that theyn the AOT Mark. Furthermore, defendant
sells infringing products, without authorizatidhat are substantially similar to the AOT
products, and are likely to cause consumerusioh, deception, anistake. Therefore,
plaintiffs adequately allegedaim for false designation of origin in violation of section
1125 of the Lanham act.
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California’s Unfair Competition Law [JCL”) prohibits “unfair competitions ...
includ[ing] any unlawful, urdir or fraudulent business act or practice and unfair,
deceptive, untrue or misleading advertisin@al. Bus. & ProfCode § 17200. “Each
prong of the UCL is separate and distin&dty of liability.” Birdsong v. Apple, Inc.,

590 F.3d 955, 959 (9th Cir. 2009). “[A]ntam based on [the UG to redress an
unlawful business practice ‘borrows’ violatiookother laws and treats these violations
... as unlawful practices, independent actionable under section 17200 et seq. and subject
to the distinct remedies provided thereunddfdrmers Ins. Exch/. Super. Court, 826
P.2d 730, 734 (Cal. 1992) (quotation marks om)tt€habner v. United Omaha Life Ins.
Co., 225 F.3d 1042, 1048 (9th Cir. 2000). Plémtiest their UCL claim on defendant’s
alleged trademark infringement. See FAGB)%85. A violation of the Lanham Act may
support a claim under the UCL, because theN@itcuit has consistently held that state
common law violations of unfair competition and actions pamsto Cal. Bus. & Prof.
Code section 17200 are “subgtaltly congruent” to claims nge under the Lanham Act.
Cleary v. News Corp., 30 F.3d 1255, 1262-63 (Gith 1994). Accordingly, because the
Court concludes that plaintiffs haveffstiently stated aclaim for trademark

infringement, plaintiffs havekewise adequately statecckaim for unfair competition in
violation of the UCL.

Thus, the Court concludes that plaintfidequately plead their false designation of
origin and unfair competition claims, and gecond and third facteweigh in favor of
the entry of default judgment.

3.  The Sum of Money at Stake in the Action

Pursuant to the fourth Eitel factoretlCourt balances “the amount of money at
stake in relation to the seriousness of thedddlting party’s] conduc’ PepsiCo, 238 F.
Supp. 2d at 1176; see Eitel, 782 F.2d at 14Z1-This determination requires a
comparison of the recovery sought andriature of defendant'sonduct to determine
whether the remedy is appropriate.” United &tat. Broaster Kitchen, Inc., No. 2:14-cv-
09421-MMM, 2015 WL 45453606 (C.D. Cal. May 27, 2015xee also Walter v.
Statewide Concrete Barrier, Inc., Nogl-cv-02559-JSW, 006 WL 2527776, *4 (N.D. Cal.
Aug. 30, 2016) (“If the sum of money at igsis reasonably proportionate to the harm
caused by the defendant’s actions, tefault judgment is warranted.”).
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Plaintiffs do not submit evehce in connection with this motion that addresses the
expenses saved and profits reaped by defendant, or in turn, the revenues lost by plaintiffs.
Here, plaintiffs allege thegre deprived of substantialles and the value of the AOT
Mark and AOT trade dress. [EA] 66. Yet plaintiffs werdeprived of the opportunity
to review defendant’s recaalue to defendant’s failure to appear or respond to
plaintiffs’ complaint or motion for default judgent. For that reason, “statutory damages
are appropriate in default judgment cases bsedhe information needed to prove actual
damages is within the infringeérsontrol and is not disclosédMicrosoft Corp. v. Nop,

549 F.Supp.2d 1233, 1238 (E.D. Cal. April 17, 20@8)cordingly, this factor weighs in
favor of the entry of default judgment.

Plaintiffs also seek non-monetary damagethe form of injunctive relief from the
continued use of their trademarks on def@nt's counterfeit products. Accordingly, non-
monetary damages favor granting default judgtn PepsiCo, 238 F. Supp. 2d at 1177.

4, Possibility of Dispute

The fifth Eitel factor considers the pdsiity that material facts are disputed.
PepsiCo, 238 F. Supp. 2d at 1177; see laitsd, 782 F.2d at 1471-72. As explained,
plaintiffs adequately allegieir claims for patent infnigement, trademark infringement
and trademark counterfeiting, false destgraof origin, and unfair competition.
Therefore, the Court concludes that nodattisputes exist that would preclude the
entry of default judgment on these four claivs a result, the fifth Eitel factor weighs
in favor of the entry of detdt judgment on these claims.

5. Possibility of Excusable Neglect

The sixth Eitel factor considers whetltefendant’s defauthay have been the
product of excusable negled®epsiCo, 238 F. Supp. 2d14t77; see also Eitel, 782 F.2d
at 1471-72. Here, there is no indication thefiault was enteredlie to defendant’s
excusable neglect. Defendaves properly served with the summons and complaint, see
dkt. 23, yet has failed tdwew cause why a default judgmt should not be entered
against it. Accordingly, this factor wghs in favor of entry of default judgment.
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6. Public Policy in Favor of Deciding the Merits

Under the seventh Eitel factor, the Cioiakes into account the strong policy
favoring decisions on the merits. See Eif82 F.2d at 1472 (“Cases should be decided
upon their merits whenever reasonably possibledgwever, a party’s failure to answer
or appear makes a decision oa therits impractical, if nampossible._PepsiCo, 238 F.
Supp. 2d at 1177. Since defendant failed $poad to plaintiffs’ complaint, this factor
does not preclude entry of default judgment.

7. Conclusion Regarding the _Eitel Factors

Apart from the policy favoring decisions time merits, all of the remaining Eitel
factors counsel in favor of default judgmeantluding the merits of plaintiffs’ claims for
patent infringement, tranark infringement and trachark counterfeiting, false
designation of origin, and unfair competitioBee Federal Nat. Mayt Ass’n v. George,
No. 5:14-cv-01679-VAP-SR2015 WL 4127958, *3 (C.D. Caluly 7, 2015) (“The
merits of the plaintiff's suliantive claim and the sufficien@f the complaint are often
treated by courts as the most important|E#etors.”) (citations omitted). All of the
Eitel factors are neutral or weigh invta of the entry of default judgment.
Consequently, it is appropriate to grant pléis’ motion for default judgment against
defendant.

B. Relief

“The general rule of law is that updefault the factual allegations of the
complaint, except those relating to the amafrdamages, will béaken as true.”
Geddes v. United Fin. Group, 562d 557, 560 (9th Cir. 1977). Plaintiffs seek damages
under the Lanham Act, injunctive relief, plusoaneys’ fees and cast Memorandum at
17-20.

1. Damages for the Lanham Act Claims

Although 15 U.S.C. § 1117(c) does not pde/guidelines for determining an
appropriate statutory damages award, cdaed with determing statutory damages
under the Act should “consider the defendaptiits, as well as saved expenses, the
plaintiff's lost revenues,ra the defendant’s state ofmd.” Rolex Watch U.S.A. v.
Zeotec Diamonds, Inc., No. CV 02-0B6&AF (VBKX), 2003 WL 23705746, *4 (C.D.
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Cal. Mar. 7, 2003). The resulting statutory damage award should be “low enough to bear
some rational relationship to the amount of damage incurred... but substantial enough to
deter similarly situated busisges from engaging in similar contlutthe future.” Id. at

*5. There must be a “plailde relationship” between ¢hdamages sought by plaintiff

and the defendant’s infringing condu@ee Beachbody , LLC v. Johannes, No. 11-cv-

1148 PSG (RZx), 2011 WL 3565226 (C.D. Cal. August 12, 2011) (finding that

plaintiff's request for $2,150,000 in st&bry damages was unreasonable where there

were no figures confirmg defendant’s profits).

“A court has wide discteon to determine the amount of statutory damages
between the statutory maximaad minima.” _MicrosofCorp. v. Coppola, No. C 06—
06701 WHA, 2007 WL 1520964, *4 (N.D. Cal. M&4, 2007) (citing Harris v. Emus
Records Corp., 734 F.2d 1329, 1335 (9th Cir.1p8A)court is less likely to award
significant statutory damages, especiatigximum damages, if plaintiffs fail to
substantiate or delineate the basis forrdtief sought._See Coach, Inc. v. Am. Fashion
Gift, No. 12-cv-07647-MWF RZX, 2013 WB50938, *2 (C.D. CaMar. 12, 2013)
(awarding plaintiffs $10,000, instead of guested $100,000, inadtitory damages based
on “the paucity of supporting evidence” whéit [was] not clear whether Defendants
sold one or one million iniinging purses”); Coach Ing. Envy, No. 1:11-cv-1029 LJO
GSA, 2012 WL 78238, *4 (E.D. Cal. Jan.10, 2p{denying plaintiffs’ motion for
default judgment without prejudice in part besawf the breadth of the allegations in the
complaint and a lack of ewethce “regarding what productsparticular were obtained,
the value of the items, the pezse of other products in the store, or how the introduction
of these products into the market specific@dljffected Coach’profit. Plaintiffs’
statements that they do not have infolioraas to how many goods were sold, or the
amount of revenues lost by Plaintiffs becauséebDaant failed to appear in this action, is
not sufficient to support a $100,000 dameagguest”). _But see Philip Morris USA, Inc.
v. Castworld Prod., Inc., 219 F.R.D. 4%0-02 (C.D. Cal. 2003) (awarding $2,000,000
in statutory damages where a defendaitifully imported 8,000,000 counterfeit
cigarettes having a street valaf millions of dollars).

Plaintiffs request $2,000,000 for infringemaf the AOT Mark. This is the
ceiling of the range for damages where fedéant’s conduct was willful. 15 U.S.C. §
1117(c)(2). To justify this award, plairfsfnote that the original AOT products were
priced at $19.00 at wholesale and $39.0@#til. Kirakosian Dec] { 11. Yet because
defendant priced the counfieit AOT products much lower than plaintiffs’ wholesale

CV-06097 (09/17) CIVIL MINUTES - GENERAL Pagel2 of 17



UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

CIVIL MINUTES — GENERAL ‘O’
Case No. 2:16-cv-06097-CAS(PLAX) Date September 11, 2017
Title ALBERT KIRAKOSIAN ET AL v. J&L SUNSET WHOLESALE &

TOBACCO ET AL.

price, at $12.00, plaintiffs were forcémlsell the authentic AOT products at $15.00
wholesale. Kirakosian Decl., Ex. G. Plaifgihave not estimated the revenue lost as a
result of defendant’s infringingonduct, or the profit reaped bigfendant. Plaintiffs also
do not provide evidence of defendant’'s numberaffirmed sales or the true value of the
counterfeited products. Howay@laintiffs do contend that defendant’s co-owner
represented that he sells hundreds of AQGJdpcts every week. Meorandum at 10.

Nonetheless, plaintiffs have adequatelg@dd that defendantonduct is willful.
A court may grant enhanced damagespfo $2,000,000 pewoanterfeit mark on a
finding of willful infringement. _Id. The @ed to deter this type of willful conduct
warrants a damage award, howeuwhe award need not be substantial to achieve this
goal. Coach, Inc. v. American Fash Gift, CV 12-07647-MEF (RZx), 2013 WL
950938 (C.D. Cal. March2, 2013) (noting that $10,000 statutory damages was
sufficient where “the record rfie] clear that Coach’s tradamks [were] highly valuable
and that Defendants acted willfully,” andtimg that “any award wuld have a deterrent
effect on other would-be infringers amuld discourage Defendants from committing
future infringement”). Plaintiffs haveslen denied an opportunity to discover the full
extent of their actual damages and lost prdfégsause defendant has failed to appear in
this action. Plaintiffs allege that the imfging products appear identical to AOT products
in all material respects, including the waréirk and packaging. FAC 47, 56-57.
Plaintiffs also argue that defendant’s sall€ounterfeit AOT poducts is potentially
harmful to public health, as counterfeit A@ioducts are frequently made with shoddy
materials that are potentially harmful t@tbonsuming public. Meorandum at 16.

The Court concludes that plaintiffs atitled to $100,000 in statutory damages
for trademark infringement. “The damages that [plaintiffs] seek are thus within the
allowable range set by Corags. Since the district court has ‘wide discretion in
determining the amount of statutory dayesa to be awarded,” the amount of money
requested does not weigh against theyapitdefault judgment.” Sennheiser, 2013 WL
3811775, at *5 (quoting LA News Serv. v.Rers Television Int’l, Ltd., 149 F.3d 987,
996 (9th Cir. 1998)); see also Philip Migrr219 F.R.D. at 500 Given Defendant’s
infringing [conduct], the likelihood that it©oduct would cause confusion or mistake or
otherwise deceive customersgdats failure to comply with the judicial process or to
participate in any way in the present litigetj the Defendant has engaged in willful use
of the counterfeit mark, which justifies theposition of a substantial monetary award.”).
Where, as here, plaintiffs seek statytdamages “consistent with that to which
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Plaintiff[s] [are] entitled by law ..., while the amant of money at issue is substantial, this
factor does not significantly weigh against granting default judgindrvB Holdings
(USA), Inc. v. eNom, Inc., No. 13-e624-JLS-DFM, 2014 WL 3717889, at *3 (C.D.

Cal. July 23, 2014); see also Microsoftr@ov. Nop, 549 F. Supp. 2d 1233, 1238 (E.D.
Cal. 2008) (after default, awarding statyt damages of $100,000 for each of seven
trademarks at issue and $30,000 for eaahired copyrights at issue, for a total of
$710,000). The Court thus finds that $)IDO0 in statutory damages is reasonably
proportionate to the willful harm thdefendant has causeddanill deter future
infringement.

2. Injunctive Relief

Plaintiffs seek a permanent injunction ldgrdefendant’s use of its trademark and
patent. Memorandum at 18. Specifically, ptdafs request that the court permanently
enjoin defendant from importing, purchasidgstributing, selling, offering for sale, or
otherwise using in commerce any countétieokah products hearing AOT, Apple on
Top, or similar language, andsasting, aiding, or abetting any other person or entity in
importing, purchasing, distributing, selling, offering for sale, or otherwise using in
commerce any counterfeit hookah produaaring AOT, Apple on Top, or similar
language. FAC 1 10; Memorandum at 20.

The Lanham Act gives the Court the powegrant injunctions to prevent the
violation of any right of the registrant of a mark registered in the Patent and Trademark
office. 15 U.S.C. 1116(a). Rhermore, the Patent Agtants the Court the same
injunctive power. 35 U.S.C. § 283. “Injctive relief is the remedy of choice for
trademark and unfair competition cases, sineeetlis no adequate remedy at law for the
injury caused by a defendant’s continuinffimgement.” _Centur®1 Real Estate Corp.

v. Sandlin, 846 F.2d 1175, 1180 (9th @i898). A Court may grant a permanent
injunction if the plaintiff satisfies a four-famt test. _eBay, Inoz. MercExchange, LLC,
547 U.S. 388, 392-93 (2006). Specifically, a plaintiff seeking a permanent injunction
must demonstrate: (1) that it has sufferedomrable injury; (2) that there is no adequate
remedy at law; (3) “that, considering thdde of hardships between the plaintiff and
defendant, a remedy in equitywsrranted”; (4) that it is the public’s interest to issue the
injunction. eBay, 547 U.S. at 391.
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“[W]hen a plaintiff establishes in a trachark infringement or unfair competition
action a likelihood of confusion, it is generafiyesumed that the plaintiff will suffer
irreparable harm if an injunction is not gtad.” Otter Prod., LLC v. Berrios, No. 13-cv-
4384-RSWL-AGRX, 2013 WL 5575070, *11 (C.D.IC@ct. 10, 2013). Furthermore,
“[e]vidence of threatened loss of prospective customers or goodwill certainly supports a
finding of the possibility of irrparable harm.”_Stuhlbarg IhSales Co., Inc. v. John D.
Brush and Co., Inc., 240 F.3d 832, 841 (9th 2001). Plaintiffs’ pleadings show a
likelihood of confusion as to the origin thfe infringing products, and thus a potential
loss of prospective customers, as well ash@ reputation and goodwill if the products
are inferior. FAC 11 47-48. Therefore, the Gdimds that plaintiffs will be irreparably
harmed by defendant’s continued use and infringement of plaintiffs’ AOT Mark.

Plaintiffs satisfy the second eleme&incerning inadequate legal remedy.
“Damage to reputation and loss of customers are intangible harms not adequately
compensable through monetary damag&3at-Freshner Corp. v. Valio, LLC, No. 2:14-
cv-01471-RFB-GWF, 2016 WL 7246073, *8 (D. N®ec. 15, 2016). Plaintiffs allege
that unless enjoined, defendant will coni to infringe upon plaintiffs’ AOT Mark.

FAC 19 47-48. Although, post-eBaycourt may no longer presume irreparable injury
from the bare fact of liability in a trademask trade dress case, the injury caused by the
presence of infringing products in the marketiels as lost profits and customers, as well
as damage to goodwill and business reputatiit-eften constitute irreparable injury.
Sennheiser, 2013 WL 3811775 at *10 (citationstted). Plaintiffs adequately allege
that defendant had used and will contitoi@ise counterfeit products. FAC { 49.
Furthermore, plaintiffs contend that thiseusill create consumeonfusion and damage
to their reputation and goodwill. FAC %#¥-48; Memorandum at 19. See Wecosign,
Inc. v. IFT Holdings, Inc., 845 F. Suppd 1072, 1084 (C.D. Cal. 201¢)f an injunction
were not granted, plaintiff would suffer@parable injury from the ongoing damages to
its goodwill and diversion of custars to counterfeit services”).

Furthermore, the balance of hardships faytamtiffs as they will lose profits and
goodwill, while an injunction will only pragibe defendant’s infringing activities.
Wescosign, Inc. v. IFG Holdings, In&45 F.Supp.2d. 1072, 1082.D. Cal. Jan. 23,
2012). There is no indication that defendant will suffer hardship if a permanent
injunction is entered. Rather, an injunatwill merely assure defendant’s compliance
with the Lanham Act and othé&aws governing trademarkd patent infringement and
unfair competition._See Sennheiser, 2013 WL 3811775 *11.
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Finally, an injunction is in the interest the public because “[t]he public has an
interest in avoiding confusion between te@mpanies’ products.”_Internet Specialties
West, Inc. v. Milon-DiGiorgio Enters., Inc559 F.3d 985, 993 (9th Cir. 2009). “Where
defendant’s concurrent use of plaintiff adlemark without authorization is likely to
cause confusion, the public interest is dgethby the defendant's@$ AT&T Corp. v.
Vision One Sec. Sys., No. 95-0565-1EGI(8), 1995 WL 476251 *7 (S.D. Cal. July 27,
1995). Furthermore, there is a public net in limiting courgrfeited good made with
inferior products from entering the mark&@ounterfeit products made from inferior
materials may lead to members of thelmubecoming ill from smoking. Kirakosian
Decl. § 13.

Therefore, the Court finds that plaifgifhave met the statutory and equitable
requirements for permanent injunctive reliet@ashe patent and trademark violations
asserted in the complaingee Adobe Sys., Inc. v. TilleNo. 09-cv-1085-PJH, 2010 WL
309249 *6 (N.D. Cal. Jan. 19010) (granting a permaneanjunction on a motion for
default judgment because, fliJight of Defendants’ pastfinngement and their failure to
appear in this action, iapctive relief is warranted”).

3.  Attorneys’ Fees and Costs

Plaintiffs seek an award ofasonable attorneys’ fee®/ith respect to trademark
counterfeiting, reasonable attorneys’ feed aosts are mandated by statute. 17 U.S.C.
1117(b). Section 1117(a) gives the court disoneto award reasonabéttorneys’ fees in
“exceptional cases.” 15 U.S.C117(a). The term “exca@pnal case” is generally
accepted to mean cases in which trademdriagement is “delibera and willful.” See
Lindy Pen Co. v. Bic Pen Corp., 982 F.2d 140009 (9th Cir. 1993). Additionally, a
case may be deemed “excepial,” and merit an award attorneys’ fees under the
Lanham Act, when defendant disregards pnoceedings and does not appear. See
Phillip Morris USA, Inc. v. Castworld Pducts, Inc., 219 F.R.D. 494, 502 (C.D. Cal.
Dec. 31, 2003).

Local Rule 55-3 determines attorney®ddor a default judgment pursuant to a
fixed percentage schedul€.D. Cal. L.R. 55-3. For gdgment of over $100,000, the
schedule of attorneys’ fees allows $3,600sp4% of the amount of damages awarded
over $50,000._1d. Accordingly, becauglaintiffs’ judgment for one trademark
infringement is $100,000, plaintiffs’ counsel is entitled to $5,600 in attorneys’ fees.
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V. CONCLUSION

In accordance with the foregoing, the C@BRANTS plaintiffs’ motion for
default judgement with respetct plaintiffs’ claims for patent infringement, trademark
infringement and trademadounterfeiting, false degmation of origin, unfair
competition, and injunctive relief.

It is hereby ordered that judgment be erderefavor of plaintiffs with respect to
these four claims and with respect to pliffi's request for injuntive relief. Defendant
shall be liable to plaintiffs in the amouoift $105,600, which is comprised of: (a)
$100,000 in statutory damages for trademafiinigement; and (b) $5,600 in attorneys’
fees. Costs shall be awardedguant to plaintiffs’ bill of cost. Plaintiffs shall submit a
Proposed Judgment in accordance with this order.

IT IS SO ORDERED.
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