Generosity.org

© 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

. Generosity Beverages, Inc. et al Dod. 36

UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

GENEROSITY.ORG Case No. 2:17-CV-6054-ODW-KS

Plaintiff, ORDER GRANTING IN PART AND
VS. DENYING IN PART PLAINTIFF'S
MOTION FOR PRELIMINARY
GENEROSITY BEVERAGES, INC; and | INJUNCTION [13]
DOES 1 to 20 inclusive,

Defendants.

.  INTRODUCTION

Plaintiff Generosity.org (“GW?”) bringshis breach of contract and tradema
action against Defendant Generosity Bevesgdnc. (“GBI”) aad now moves for an
order enjoining GBI from using GW’s alleggrademarks. (ECF No. 13.) For th
following reasons, the CourGRANTS IN PART and DENIES IN PART,
Plaintiff's Motion.

. FACTUAL BACKGROUND
GW is a registered 501(c)(3) Non-Prddtganization that was created to rai

donations to fund the construction of tesa wells in impoverished countries.

(Declaration of Philip Wagner (“WagneéDecl.”) 11 4-5, ECF No. 14.) Philig
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Wagner, a pastor at the Los Angelessi®ahristian Church, founded GW in 2007
and registered the organizationa801(c)(3) in November 2008Id() On June 28,
2007, GW applied to register the name “GENEROSITY WATER” for use
connection with “bottled drinking waté and the USPTO issued a tradema
registration on November 25, 2008, undg.S. Reg. No. 3,53805 (the “005
Mark”). (I1d. Y 6.)

In October 2009, Micah Cravalho jed GW’s Board of Directors.
(Declaration of Micah Cravalho (“Cravad Decl.”) § 4, ECF No. 25-1.) In
December 2012, Cravalho and Jordan WagRkiljp Wagner’'s son, formed GBI, 4
for-profit corporation. Id. 1 4.) At this point, Jordan Wagner was also acting
GW'’s President. I4. § 4.) Shortly after its formation, Jordan Wagner became Gl
Chief Executive Officer, Cravalho becames t€hief Operations Officer, and Justi
Beckett joined GBI's Board of Directors.Id. § 6.)

On February 19, 2013, GW and GBI entered into a trademark licq
agreement whereby GW granted GBI arclesive right to use and commercially
exploit the '005 Mark, i.e. the name “Gamosity Water,” in connection with the
production and sale of bottlaettinking water (the “Licens&greement”). (Compl.,
Ex. A, ECF No. 1.) As compensation fitre license, GBI agreed to pay GW, on
guarterly basis, a royalty equal to twepgrcent of GBI's net income from the sal
of the bottled water. Id. 1 4.2, 4.3.) The License Aggment also required GBI tc
submit written royalty statements to GWd.(] 4.4.)

GBI has only made two payments to G\Wagner Decl. § 10.) In 2013, GB
covered $5,000 in expenses for an outsidiedor to construct GW’s websiteld.{
In 2014, GBI paid $10,000 @ advance payment againgyalties to help fund two
water-well rehabilitatiomprojects in Haiti. id.)

The License Agreement also providdsmt GBI “shall own all intellectual
property rights . . . arising from or $&d upon GBI's crean, development,

! Justin Beckett was also a membé&6GW’s Board of Directors. Iq. T 13.)
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manufacturing, marketing, promotion, dibtrtion and sale of lfie bottled water sold
under the License Agreement], together vathassociated goodwill.” (Compl., Ex
A 1 8.2.) The parties also agreed that “GW shall not, at anydimeg or after the
Term of this Agreementlispute or contest, directly or indirectly, GBI's exclusiy
right and title to any ption of the GBI IP.” [d. (emphasis added).)

On March 5, 2013, GW aped to register a logo, the word “Generosity” i
blue large capital letters with a water dropdesign, to be used for bottled drinkin
water, and the USPTO issued the traddaregistration on Jaary 19, 2016, under
U.S. Reg. No. 8,889,854 (th854 Mark”). (Wagner Decl. § 7, Ex. B.)

Also in March 2013, GBI engaged astigner to begin working on the desig
of a logo for GBI's bottled water, whichdluded a water dropletesign within the
“0” in “Generosity.” (Cravalho Decl. § )¥.In early 2015, GBI approached the san
designer to assist in updating the logud gorepare bottle designs and packagi
layouts. [d. § 9.) GBI paid for all of the desigmork associated with the logold(
1 10.) The redesigned logo G&llected and now uses is:

On May 29, 2015, GW filed a subsequemplication to register a logo for
“Generosity,” with a description almosteadtical to the '854 Mark. (Wagner Decl.

18, Ex. C.) The USPTO issued the @awhrk registration on daary 5, 2016, under
U.S. Reg. No. 4,881,004 (th#®04 Mark”). (Wagner Declf 8.) GBI alleges that
both the '854 and '004 Marks e based on designs thatpaid for, solicited, and
selected. (Opp’'n 12-13.)

On June 11, 2015, GW ar@BI entered into an aemdment to the Licenseg
Agreement (the “Amendment”). (ComplEx. B, ECF No. 1.) Under the
Amendment, GBI agreed to pay GW a nidntfee of $2,000.00 for six monthsld(
at 1.) GBI also agreed to pay an addiéibroyalty of $1.00 for every twelve one-lite
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bottles of water produceby or on behalf of GW: (Id.) GBI claims that Jordan
Wagner and Justin Beckett, who at thmdiheld positions for both GBI and GW
caused GBI and GW to enter into the Amerent without input from anyone else ¢
GBI. (Cravalho Decl. {1 1t34.)

GBI claims that in or around Febmya2016, GBl's Board of Directors
discovered a “series of improprieties” by Jordan Wagner and requesteq
resignation. 1. § 16.) Shortly thereafter, J@a Wagner stepped down from hi
executive role in GBI and Justin Becketisigned his position on GBI's Board o
Directors. (d. § 17.)

On October 13, 2016, GW applietb register the below logo fon
Generosity.org, which incorpated the water droplet design. (Wagner Decl. 1
The USPTO issued the trademark regigiraon May 16, 2017under U.S. Reg. No.
5,204,887 (the “’887 Mark”). Id. Ex. D.)

generosity

In December 2016, GEdpplied to register the “droplet logo” below for use ¢
bottled drinking water. (Cravalho Ded].12.) The USPTO issued the tradema
registration under U.S. Redlo. 5,236,930 on July 4, 2017 (the *930 Mark”)d.(
Ex. 4.) ‘ >

i A ]}

In March 2017, Jordan Wagner and Jugtetkett negotiated ésale of all of
their GBI stock. (CravalhDecl. § 19.) On May 12, 201GW sent GBI a notice of
default, claiming that GBI wain default of the License Agreement for failure to p

% The rates differed for larger or smaller bottksg were to be determined on a pro rata basis.
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royalties. (Compl. 1 48, Ex. C.) GW sensecond default notice to GBI on May 2]
2017. (d. § 50, Ex. D.) On Jung, 2017, GW terminated the License Agreeme
and has since made multiple demandsG&l to immediately stop using the '005
‘854, and '004 Marks. (Mgner Decl. T 11.)

GBI operates the website “generositywatey.” (Wagner Decl. § 13.) Thg
website advertises bottles of t#abearing the '004 Mark.Id., Ex. F.)

16.9 0z (500 ml) | 33.80z (L)

$25.50/case $§5.50/case
‘i2’§ott!es per case “1BWottles per case
-_r
@

GW initiated this lawsuit against GBh August 15, 2017, alleging claims fo
breach of contract, trademark infringemertounterfeiting, ad violations of
California’s unfair competition laws. (Compl GW alleges thaGBI continues to
use the '005, ‘854, and '004 Marks. i@pl. § 83.) On Ssember 1, 2017, GW

D

Nt

=

moved for a preliminary injunction seeking to stop GBIl's use of all three Marks.

(Mot.)

On September 25, 2017, GBI answered '&@omplaint andasserted various
counterclaims against GW, namely tradeknafringement of the '930 Mark, breack
of contract, and a request for a dediara invalidating the '854, '004, and '887
Marks. (Countercl., ECF No. 21.) OntOber 2, 2017, GBI opposed GW'’s Motio
for Preliminary Injunction. (Opp’n, ECNo. 25.) The Court heard oral argume
from both parties on GW’s Motion oneddember 4, 2017. (ECF No. 35.)
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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
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 competiragntd of injury and must consider tk
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 particularly consider the public cegsences in employing the extraording
remedy of injunction.Weinberger v. Romero-Barcelé56 U.S. 305, 312 (1982).
IV. DISCUSSION
GBI opposes GW'’s Motion for Preliminafpjunction on the grounds that G\
(1) cannot establish it is likely to succeed on its trademark infringement claim
will not be irreparably harmed withoute&hinjunction; and (3) has unclean han
(Opp’n, ECF No. 25.) The Courtldresses each argument in turn.

A. Likelihood of GW Succeeding onits Trademark Infringement
Claims

A claim for trademark infringement requiragplaintiff to prove that (1) it owns

a valid, protectable mark, arf@) 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).

GBI claims that GW is not likely tsucceed on its trademark infringeme
claims because GBI owns the intellectuadgerty that resulted in the ‘854 and '0(
Marks. (Opp’'n 10.) GBI argues th#lhe License Agreement granted GBI
intellectual property rights, other tharett005 Mark, arising from GBI's marketing

promotion, distribution and sale of thettbed drinking water. Further, GBI assert$
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that its ownership of this intellectual propyecontinues even after the termination

the License Agreement pursuant to § 11.5, which provides:
Following the expiration or termination of this Agreement .
. . GBI shall have theight to use and exploit GBI IP on
bottled water or other commercial products, so long as and
subject to GBI taking all commercially reasonable and
available actions to advise tpeblic that any such products
are not authorized, approvegosisored or endorsed by GW.

(emphasis added). Based on this langu&dsd, claims that its continued marketin
and sales of bottlesvater bearing the name “Generosity” and the '854 and ’
Marks, cannot be deemed afimging any rights held by GW.

GW responds that the License Agreemamaivides that GW expressly retaing
all rights to the '005 Markn any form, which would include all the later designs a
trademarks that use the “Generosity” nam@W further argues that § 11.4 of tk
License Agreement requires that after termamg GBI must “refran from all future
use” of the '005 Mark and “any marks, namematerial that is a simulation of” th
'005 Mark or “is confusingly similar theret” (Reply 4, ECF No. 27.) GW als
points to the registrations of the ‘854, '0@hd ‘887 Marks, whickvere all registered

in GW’s name. GW argues that regidton of a mark enstitutes prima facie

evidence of the validity of #h mark and the registrant’s exclusive right to use
mark. (Reply 3 (citindApplied Info. Scis. Corp. v. eBay, In611 F.3d 966, 970 (9tl
Cir. 2007).)

The likelihood of GW succeeding ors itrademark infringement claim hingg
on whether (1) GBI owns the IP that GW registered as the '854 and '004 Mark
(2) the '854 and '004 Marks are confusingly similar to the ‘005 Mark.

First, the language of the License Agmeent grants GBI intellectual-proper
rights in all designs “arising from obased upon GBI's creafti, development
manufacturing, marketing, promotion, dibtition and sale ofbottled water pursuan
to the Agreement. GW does not contest’&Bssertion that GBoversaw and paig
for the creation of the design that led to B4 and '004 Marks. It is also undisputg
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that GBI caused the creation of those gesiin order to promote and sell bottl¢
water under the License Agreement. Themefdhere is a matal dispute as tg
whether GBI owns those designs.

Second, GW has not met its burderptove that the '854 and '004 Marks a
“confusingly similar” to the '005 Mark. We the word “generosity” in the '854 an
'004 Marks is included in the name éBGerosity Water"—i.e. the ‘005 Mark—bot

“generosity” and “water” could be consi@er generic words, which courts regular

disregard when analyzing whether marks are “confusingly simitaeé e.g.Keebler
Co. v. Murray Bakery Prods866 F.2d 1386, 1390 (Fed. C1989) (finding that as 4
preliminary to comparing the marks in thentireties it is notmproper to give less

weight to the generic “pecan” part ofetimarks in finding no likely confusion in:

PECAN SANDIES pecan cookies VRECAN SHORTEES pecan cookiedit re
Dixie Restaurants, Inc.105 F.3d 1405, 1407 (Fed. Cir. 1997) (“Neither the deg
element nor the generic term ‘café’ offessifficient distintiveness to create
different commercial impression”).

Finally, GW also presents evidencatlGBI offered to buy the '854 and '00
Marks from GW to support its argument that GW rightfully owns those Mg
(Reply 5-6.) However, the circurasices surrounding the proposed buyout
unclear. Both offers were made whehere was substantial overlap in t

management of both companies. Aubhally, in one email from Cravalho, he

explains to Philip Wagner that he is pogmg the buyout because potential invest
are uncomfortable lending money to GBIl evhall it has is a licensing arrangeme
with a non-profit. (ECF No. 29, Ex. C.Jherefore, Cravalho’s offer for GBI to bu
the trademarks could be construed as@@mpt for additional “security” to appea
potential investors, rather than an ungquaal admission that GBI does not own thg
Marks?

% GBI raised, for the first time at the hearing ®k\’s Motion, the argument that these offers
inadmissible as settlement communications uf@eleral Rule of Evidence 408. Because GBI
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For these reasons, there are sufficremaining legal and factual uncertainti
demonstrating that GW has not established that it is likely to succeed on its trac
infringement claims for the '854nd '004 Marks, athis juncture.

What cannot be questioned, however, & the License Agreement specifically

reserved GW'’'s ownership rights to tmame “Generosity Water,” which is th
substance of the '005 Mark. (Compl., Ex. A.8.) GBI uses that name in its webs
domain, “generositywater.com.” Howevdrecause GW has not met its burden
establish irreparable harmegSection IV.B below), evea more limited preliminary
injunction, such as ordering GBI to stopngsthat domain name, r®t appropriate a
this time.

B. Irreparable Harm to GW

GW claims that GBI's us of the name “Generosity” to sell bottled wa
irreparably harms GW'’s reputation and goodwill because the public will assc
GBI's products with GW. GW claims that“io longer wishes to be associated w
any entity that fails to abide by its contnaait obligations and sesko use a charitabl
organization as a springboard to generatesirgrofits.” (Mot. 14.) GW also argue
that this shows a “loss of control ovEBW'’s] business reputisn and damage tq

goodwill” constituting irreparalel harm. (Reply 10 (citinglerb Reed Enter., LLC V.

Florida Entmt Mgmt., Inc. 736 F.3d 1239, 1250 (9th Cir. 2013Die4Fourt v.
Hillair Capital Mgmt., LLG 692 F. App’x 366, 369 (9th Cir. 2017).)

GW'’s irreparable-harm claim censeron GBI's allegedcontinued use of
statements on its website indicating that &tih associated with GW. GW claims th
as of October 6, 2017, in the “FAQection on GBl's website titled “How doe
Generosity Water give back?"@Hollowing answer is provided:

not provided enough information to make an evidegtruling on that issug¢he Court delines to
strike the evidence at this time.
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We love this part! [GBI] give two people clean water for one
month for every bottle purchasddje do this by our non-profit

partner, Generosity.org. Eadjottle of Generosity Water is

marked with a QR code thatan instantly show the exact
community your purchase suppaiteTo learn more about our
non-profit partner, check out generosity.org.

(Reply 11.) The Court finds that théave statement, and the potential for pul
confusion as to whether GBI and GW are siffiliated, could ris€o the level of loss
of goodwill necessary to establish irrepaeabbrm. However, the Court also fing
that the alleged harm could be alleviated with a mionéed injunction precluding
GBI from making any public clen of association or partrehip with GW. As this
limited injunction addresses the only claimhafrm, the Court finds that GW has n
shown irreparable harm so as to jyst# preliminary injunction requiring GBI t
cease all use of the '005, '004, and '854 Marks.

C. Unclean Hands & Balance of Equities

GBI claims that GW is precluded froequitable relief because it has uncle
hands. (Opp’n 23 (citingleystone Driller Co. v. Gen. Excavator C290 U.S. 240,
241 (1933).) GBI claims that the only reasbhas been sued for breach of contr
and trademark infringement is becausedda Wagner and Juis Beckett, while
functioning in their capacities for GW amBI, negotiated an untenable Amendmg
to the License Agreement. (Opp’'n 24.) IGi3serts that Jordan Wagner and Ju
Beckett knew that GBI would not be ablepgay the fees and yalties required unde
the Amendment and failed to c®IGBI to make any suglayments when they hel
leadership positions at both GBI and GWH.)(

GW responds that in a trademark casepriter to make ouan unclean hand
defense, the defendant “must demonstrage the plaintiff's conduct is inequitabl
and that the conduct relates to the subjeditenaf its claims.” (Reply 17 (citing
Japan Telecom, Inc. v. Japan Telecom Am, 87 F.3d 866, 87(®th Cir. 2002).)
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Further, GW claims that undehe Ninth Circuit's holding inJapan Telecoma
defendant “must show that plaintiff ustie trademark to detse customers.” I¢l.)

It is doubtful that the Ninth Circuit intended its holdingJapan Teleconto
provide the only avenue to establishiag unclean-hands defense in a traden
infringement case. Rather, that couddeessed the defendant’s argument that
plaintiff's use of the markn question was deceptive. wever, the burden to sho
that a party is precluded from equitable fetlae to unclean hands is significarfdee
Citizens Fin. Grp., Inc. v. iizens Nat'l| Bank of Evans Cjty83 F.3d 110, 129 (3¢
Cir. 2004) (“Because a central concerram unfair competition casis protection of]
the public from confusion,aurts require clear, convimg evidence of ‘egregious
misconduct before invoking the doctrine of unclean handssge also
TrafficSchool.com v. Edriver Inc653 F.3d 820, 834 (9th Ci2011) (distinguishing
between merely “bad intdons” and unclean hands).

ark
the
v

Even if GBI cannot make out an uncleaamibs defense, the balance of equities

weighs against entering GW’s request@aeliminary injunction at this time.See
Winter v. Nat. Res. Def. Council, In655 U.S. 7, 24 (2008) (“[Clourts must balan
the competing claims of injury and musbtnsider the effect on each party of t
granting or withholding othe requested relief”).First, GW has presented a we
showing of harm as a result of GBI's usetlo¢ alleged infringing marks. Second,
appears that GBI's only source of incomeselling bottles of water bearing the nar
“Generosity.” Therefore, the Court is Itast to effectively cut off GBI's ability to

conduct any business when there are allegatbsslf-dealing between the leadershi

of GW and GBI supported by evidence wéstly overlapping management a
leadership in the companies. And lastly,I@&ims that it would lose its next roun
of investment andrgy sales or distribution prospectver the next year should th
Court grant GW'’s requested preliminaryunction. (CravalhdDecl. § 24.) Given
these considerations, the Court declinesssnie the preliminary injunction request
by GW.
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D. Settlement Conference and Stay of the Case

Upon consideration of the partiegioving and opposition papers and the
arguments presented at the hearing, the IGmuals that the parties would benefit from
participating in a settlement conference wiklie Magistrate Judge assigned to this
case. Therefore, the CoRDERS the parties to conduct a settlement conference
with Magistrate Judge Stevenson no later thebruary 26, 2018

The Court also finds that a short staytlis case is appropriate to allow the
parties to conduct the settlemieconference without alsmcurring substantial legal
fees and expense&ee Landis v. North Am. C29 U.S. 248, 254 (1936). Therefore,
the CourtSTAYS this case, pending the outcometbé settlement conference and
VACATES all other dates and deadlines. Shotlld parties be unable to reach jan
agreement at the settlemennterence, they shall meet aconfer and within ten (10)
days of the settlement conference submiiukation to the Court lifting the stay and
outlining a proposal for the remaining dates and deadlines.

IV. CONCLUSION

In light of the foregoing, the Cout6RANTS IN PART and DENIES IN
PART GW’s Motion for Preliminary Injunmon. (ECF No. 13.) The Coul
preliminarily enjoins GBI from making any am of affiliation or partnership with
GW. All other relief requeted in GW’s Motion isDENIED. Further, the Court
ORDERS the parties to conduct a settlemainference with Magistrate Judge

—

Stevenson on or beforEebruary 26, 2018. All other dates and deadlines are
VACATED and the CourSTAYS this case pending the outcome of the settlement
conference.

IT IS SO ORDERED.

December 6, 2017 %ﬁ%@ﬁ

OTIS D. WRIGHT, II
UNITED STATES DISTRICT JUDGE
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