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3
4
5
6
7
8 UNITED STATES DISTRICT COURT
9 CENTRAL DISTRICT OF CALIFORNIA
10 SOUTHERN DIVISION
11
12 \INEIGHBORHOOD ASSISTANCE Case No.: SACV 12-463 DOC(MLGx)
13 || CORPORATION OF AMERICA, a
California corporation, ORDER:
14 - (1) DENYING DEFENDANTS'
Plaintiff, MOTION TO DISMISS (DKT. 8)
15 (2) GRANTING PLAINTIFF'S
VS. MOTION FOR
16 PRELIMINATION

INJUNCTION (DKT. 13)
17 |FIRST ONE LENDING _

CORPORATION, a California

18 || corporation, JOHN VESCERA, an

1o individual, and Does 1-10.

Defendants.
20
21
22 Before the Court are two motions: (1) a Mwotito Dismiss filed by Defendants First Qne

23 || Lending Corporation (“First One”) and John Vesx (“Vescera”) (Dkt. 8); and (2) a Motion for
24 || Preliminary Injunction (Dkt. 13fled by Plaintiff Neighborhood\ssistance Corporation of
25 || America (“Plaintiff” or “NACA”).

26 The Court first addresses the Motion teidiss, which the Court finds is a matter
27 || appropriate for decision without oratgument and DENIES the MotiokeeFed R. Civ. P. 78;

28
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Local R. 7-15. The Court next addressesNotion for Preliminarynjunction and, after
considering all the moving papers and @aument, the Court GRANTS the Motion.

l. Statement of Facts

The gravamen of Plaintiff€omplaint is that Defendanksrst One Lending Corporatign

and John Vescera (collectively, “Defendahidieat desperate homeowners facing foreclos

by charging these victims one to two thousdotlars each based dalse and misleading

ure

statements thddefendantgprovide mortgage modification seregwhen, in fact, these serviges

are provided to the public free of chargeRgintiff, which is a non-profit community advocacy

organization. The following summarizes the: gll¢gations in the Cont@int and its attached
documents, which are the only documents upbith the Court relies inesolving the Motion
to Dismiss; and (2) other evidemon which the Courtlies, in addition tahe Complaint and
its attached documents, iesolving the Motion for Preliminary Injunction.
a. Plaintiff's non-profit mission and reputation
I. Complaint’s allegations
The Complaint alleges thatnpse 1994, Plaintiff Neighbbood Assistance Corporatiof
of America is a not-for-profit corporation ¢hg business under the trade name “NACA,” an
that it has developed a natiomeputation as a loan originator and advocate for low and
moderate income homeownegeeCompl. 1 8-12. In 2008, responding to the onset of the
national mortgage crisis, NACA expanded its services to include assisting homeowners
with unaffordable mortgageayments and facing foreclosure of their honids.
ii. Additional evidence in the Motion for Preliminary Injunction
Plaintiff's declaratiorand exhibits reiteratale information listed above and states th
Plaintiff provides mortgage-related housing assise to primarily lonand moderate income
families in more than tenty-five states and the District 6blumbia. Exum Decl. in Support
Mot. for Preliminary Injunction Exum Decl.”) {1 2. Prior to ZIB, the primary services NAC
provided were loan originatiogervices, which NACA continues pyovide in partnership with
Bank of America and Citibankd. 3.

b. Plaintiff's registered and unregistered marks
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I. Complaint’s allegations

Plaintiff has two valid registered servicerkain the word “NACA”that were deemed
incontestable by the U.S. Patent and Traal&n®ffice in 2009. Compl. { 9.

Plaintiff has a program called the “Home Save Program” that assists homeownerg
with unaffordable mdgage paymentsSee id{{ 13-16. Plaintiff has invested significant
resources into promoting this progra®ee id.

One of the means by which Plaintiff prorastthe program is through events called
“Save-the-Dream” events, whietre held in large meetingages throughout the countree
id.

ii. Additional evidence in the Motion for Preliminary Injunction

Plaintiff's declaratiorand exhibits reiteratdhe above information. Exum Decl. § 2.

c. Defendants First One and Vesceraral their relationship with NMAC and
NMHC
I. Complaint’s allegations

The Complaint alleges that Bmdant Vescera is Defendant First One’s CEO, Presif
and sole director. Com.22. First One allegedly has dom@d is currently doing business
under a variety of different names, includidgtional Mortgage Help Center (‘NMHC”) and
National Mortgage Assistance Center (“NMAC’Id. § 18.

ii. Additional evidence in the Motion for Preliminary Injunction

The information above is reiterated in Ptdfe’ declarations and exhibits. (McNamar
Decl., Exs. C, D.). In additrg the evidence shows that$tiOne’s promotional materials
expressly state that “[tlhe NMHC Progranthsough First One” and “National Mortgage He
Center is a program of First One.” AhrendicD&Xx. A at 7; McNamar®ecl. Ex. E at 52.
First One’s business address as the addreslsddational Mortgage Help Center: “Nationa
Mortgage Help Center / 31831 Camino Capisbt Suite 300B / San Juan Capistrano, Ca
92675.” Id., Ex. E at 54; Ex. E at 47, 48, 343, 56; Exs. F, G, H.

NMAC’s website is almost identical t8dMHC’s website and ty share the same

telephone numberSeeMcNamara Decl. Exs. B, C.
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d. Defendants’ statements suggesting aassociation between First One and
Plaintiff
I. Complaint’s allegations
The Complaint alleges that Defendants tRi?ae and Vescera, ioMay 2009 through
the present, have used words, terms, namggedeand false and misldiag representations ¢
facts that are intended to andiddact cause confusion askast One’s association with
Plaintiff. See generallyCompl. 11 24-36. The Complaint sgmally alleges that First One’s
marketing and promotional matesahclude several false or mistkag statements as part of
Defendants’ scheme to create thlse impression that First Omeaffiliated with Plaintiff,
including the followingrepresentations that:
e First One is “a member ®AHCA .” Id.  31n, Ex. H (emphasis added).
e “First One coordinates each clienfisancial analysis submission to theme Save

Program of theNeighborhood AssistancéNetwork of HUD Housing Counselors to

assist you with your lender to achieve suie HUD (Dept. of Housing and Urban
Development) Housing Counseling assistasqarovided at no-charge and is not
contingent on you hing First One for any other servicdd., 1 32b, Ex. | (emphasis
added).

e First One (operating as NMHC or NMAC) has been “Helpin§dee the American
Dream since 1995.'1d. 11 27d, 28 (emphasis added).

e First One (operating as NMHC or NMAC)asnonprofit organization that educates th
general publicSee id{{ 27c, 28b.

e First One (operating as NMHC or NMAG#s a “national network of foreclosure
prevention specialists” that will negotiate ditlg with the homeownés bank to obtain
lower monthly payments through“Mortgage Modification Plan.ld., 11 27b28a.

o falsely imply that First One is apprav®y HUD for counseling and mortgage
modification servicesSee id.{ 27d, 28.

e First One has relationships withl‘enajor lenders &oan servicers.id. § 31d.

e
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e “Actual Modifications” were purportedlgbtained through First One’s “National
Mortgage Help Center Progranid. | 31le.
e First One is “a Housing Counseling Publicrgét Corporation,” with the purpose of

expanding “affordabl&ousing opportunities to the pudl and providing “housing

counseling services” and asaiste to “homeowners to avoid default and foreclosuregs.”

Id. § 31f, Ex. D.

e First One has already contacted the relevant lesaerid{ 31j, Ex. D.

e First One does not share, give, sell ansfer any personaiformation about its
customersSee idf 31m, Ex. G.

e First One offers “free-of-chige housing counseling tesist consumers in making
informed and reasonable decisions witkpect to their housing goals and provide
assistance in resolving thdéiousing problems” and thatr6i One communicates direc
with the homeowner’s lendeBee idf 32a, EX. I.

ii. Additional evidence in the Motion for Preliminary Injunction

Plaintiff's declarations reiterate the allegaus in the complaint and its exhibits match
several of the exhibits attachtxthe complaint. Tis evidence shows that First One adverti
and promotes itself through radio, t@&on, websites and direct mailingkl.; see also
Declaration of LaTosha Martin-Alexis irugport of Motion for Preliminary Injunction
(“Martin-Alexis Decl.”) 1 2; Declaration of CinjdBarber in Support of Motion for Preliminar
Injunction (“Barber Decl.”) § 2; Declaratiaf Steve Cooney in Support of Motion for
Preliminary Injunctior(“Cooney Decl.”) 1 2.

Plaintiff has included five declarations frdfarst One’s customerg]l of which follow a
similar narrative of consumer confusion. Boevity’'s sake, the Court repeats only one herg
Mark Arvizu lives in Chatsworth, California. Blaration of Mark Arvizu in Support of Motig
for Preliminary Injunction (“ArvizuDecl.”) 1 1. In early 2011, Mr. Arvizu learned about NA
from a co-worker as a possible resource for a mortgage modificatiqn2. Shortly after that
Mr. Arvizu saw a billboard fowhat he thought was NACAId. He called the telephone
number on the billboard, believing s calling NACA, and spoke to Stacey or Gina at Fi
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One, who assured Mr. Arvizu that he could obtain a loan modificattbrMr. Arvizu then
received a “Welcome Letter” and other prompnabmaterial from First One in the mall. 3
Based in part on statements in the promotiomeatierial, Mr. Arvizu believed that First One w
affiliated with NACA.Id. In August and September 20Ms,. Arvizu sent First One the
paperwork it had requested well as $1,850ld. Contrary to his expectations, First One ne
contacted his lendeid. § 5. Instead, on September 29, 2(Hitst One sent Mr. Arvizu a lett
that reinforced his belief that First One wédiated with NACA and which stated that his
financial analysis had been submitted ® ‘tHousing Counselor of the Neighborhood

Assistance Network of HUD Housing Counseloril” 1 6, Ex. A. The lger included a NACA

as

ver

er

identification number, a password, and directimnsheck the status online at NACA'’s websjte,

www.naca.comld. Mr. Arvizu was unable to log on tdACA’s website, so after some time
went to NACA's office, where hkearned for the first time thatiist One was not affiliated wit
NACA. Id. § 7.

e. Defendants’ conduct towards itscustomers and bad reputation

I. Complaint’s allegations

The Complaint alleges that, contrary to Fdste’s representation, First One does not i

fact provide any free-of-chardmusing counseling or assistanceommunicating with lende
SeeCompl. 1 33. Rather, First One chargessumers typically $1,450 or $1,850 and then
uses their personal and financial information—thptomised not to sdre with third parties—
to register a NACA account for timeowner through NACA'’s websit8ee id{{ 33-35.
Then, First One sends the home®wa letter stating that the financial analysis has A

submitted to the homeowner’s tidsing Counselor of the Neighthmod Assistance Network

HUD Housing Counselors to assist you wythur lender in adkving a result.”1d. 1 35, Ex. J|.

The letter advises the homeowner to call theu8$ing counselor assigned to your file to
schedule a counseling appoimnt” and provides Platiff's telephone numberSeed. The
letter also advises the homeowner that heherhas been “assigned” a NACA member num
and passwordSee id.The letter further advises that the lewner’s loan modification statu

can be checked online at wwmaga.com (Plaintiff's website), amalstructs the homeowner to

he
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“click on ‘Web-File’ icon and log in.”Id. Finally, the letter states: “Please contact your
assigned housing counselor as soon as pessital have your member number, password 3
the financial analysis packagecinded with this letter handy.Id.

Because of these activities, California’s Depeent of Real Esta (“DRE”) allegedly
sent a cease and desist orddfitst One. On May 4, 2011,4tDRE issued an order requirin
First One to desist and refrain from chargidgmanding, claiming, collecting and/or receivit
advanced fees, “in anyrim, and under any conditions, witrspect to the performance of 1o
modification or any other form of mortgage Idanbearance services aonnection with loang
on residential propertyontaining four or fever dwelling units.”Id. {1 5, 21.

ii. Additional evidence in the Motion for Preliminary Injunction

Plaintiff's declarations reiterate the alléigas in the complaint. In addition, the
evidence shows that, after sendougtomers the letter instructing them to log onto Plaintiff
website, First One absolves itself from alpensibility for workingwith the homeowners’
lender. If complaints are made First One saftee position that it only provides documentat
services and that NACA “provides the free of charge assistance phase of the service.” (
Alexis Decl., Ex. C.)

Furthermore, the evidencemis that First One’s websgealso include the following
allegedly false and misleading statements that:

e “Only State approved attorneys may legatigdify your loarwith your lender.”
McNamara Decl., Ex. C.

e Tell consumers not to give informatiom other websites, like NACA'’s website:
“Do not give out your inforration with other Websitesld. Exs. C, D.

First One’s promotional materials include @paf “Frequently Asked Questions,” thg
include the following allegedly false and misleading statements:

e “First One is a Housing Counselor Puldienefit Corporation, offering free-of-
charge housing counseling to assist coressm making informed and reasong
decisions with respect to their housipggals and provide assistance in resolvin

their housing problems. First One cdimrates each homeowner’s financial

-7-
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analysis submission to the Home SavegPam of the Neighborhood Assistang
Network of HUD Housing Counselors to atsrou with your lender to achieve
result. [f] HUD (Dept. of Housing anidrban Development) Housing Counseli
assistance is provided at no-charge ambtscontingent ogou hiring First One
for any other serviced.

e “Based on the informatioyou provided during youree initial consultation, a

Housing Analysisdetermined that you ape-qualified for either the HAMP

(Home Affordable Modification Program) gour lender’s Traditional mortgage

revision guidelines.td. (emphasis in original).

e “Homeowners who have benefited fronr @ervices have received mortgage
payment reductions that bring their mortgpggment debt ratito within 31% or
their gross income. Mortgage princijflance reductions have also been
achieved and are possible when your aiirneortgage balance exceeds the va
of your home."ld.

First One further represents that its staft@emprised of case managers, loan proceg
and housing counselors vking on your behalf,” and th@tprovides “housing counseling to
assist consumers in making informed and redserdecisions with the respect to their hous
goals and provide assistance isal@ing their housing problemsId. First One also claims
that it “does not share, give, sell or transfey personal informain about its customerdd..

f. Harm to consumers and to Plaintiff
I. Complaint’s allegations
The Complaint alleges that over 240 homeawrmave fallen for First One’s scheme

that the scheme is not only lieio cause confusion, but hasfatt caused actual confusion &

to an affiliation, connection or assation between Fir€dne and Plaintiff.See id{y 37-43, 48.

First One employees have on at least two oooasiesponded to custenclaimants by falsely
stating or implying that First @nis affiliated with Plaintiff. Seeid. 1 38-42. Finally, the
Complaint alleges that &htiff has been and will continue be harmed bfpefendants’ false

and misleading represetitmis of affiliation. Seead. 1 45, 51-52, 55-57.
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ii. Additional evidence in the Motion for Preliminary Injunction

Plaintiff's declarations from five consumdtsther substantiate ¢habove information.

g. Present Motions

On April 12, 2012, Defendants filete present Motion to Dismis§eeMotion to
Dismiss (“MTD”) (Dkt. 8). Four days later, dkpril 16, 2012, Plaintiffiiled the present Motig
for Preliminary Injunction.SeeMotion for Preliminary Injmction (“MP1”) (Dkt. 13).

Il. Defendants’ Motion to Dismiss

a. Legal Standard for a Motion to Dismiss Under 12(b)(6)

Under Federal Rule of Civil Procedure 1%@), a complaint mugie dismissed when g
plaintiff's allegations fail to set forth a setfafcts which, if true, wuld entitle the complainan
to relief. Bell Atl. Corp. v. Twombly550 U.S. 544, 555 (2007Ashcroft v. Igbal556 U.S. 662
679 (2009) (holding that a claimust be facially plausible in order to survive a motion to
dismiss). The pleadings must raise the righietef beyond the speculative level; a plaintiff
must provide “more than labels and conclusions, and a formulaic recbétiom elements of :
cause of action will not do.Twombly 550 U.S. at 55%citing Papasan v. Allain478 U.S. 265
286 (1986)). On a motion to disss, this court accepts as true a plaintiff's well-pled factua
allegations and construes all faat inferences in the light mofstvorable to the plaintiff.
Manzarek v. St. Paul Fire & Marine Ins. €619 F.3d 1025, 1031 (9th Cir. 2008). The cou
not required to accept as true legal dosions couched asdtual allegationslgbal, 556 U.S.
at 678.

In evaluating a Rule 12(b)(6) motion, revieswsually limited to the contents of the
complaint and material propersybmitted with the complainClegg v. Cult Awareness
Network 18 F.3d 752, 754 (9th Cir. 1994)al Roach Studios, Inc. v. Richard Feiner & Co.
Inc., 896 F.2d 1542, 1555 n.X9th Cir. 1990). Under the inqmoration by reference doctring
the court may also consider documents “whasgents are alleged in a complaint and whog
authenticity no party questions, but which aog physically attached to the pleadinddtanch
v. Tunnel] 14 F.3d 449, 45@®th Cir. 1994)pverruled on other grounds 307 F.3d 1119,
1121 (9th Cir. 2002).
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A motion to dismiss under Rule 12(b)(6) qast be granted based upon an affirmativ
defense unless that “defense raiseslisputed issues of factScott v. Kuhimann/746 F.2d
1377, 1378 (9th Cir. 1984 For example, a motion to dissa may be granted based on an
affirmative defense where th#emations in a complaint are contradicted by matters propef
subject to judicial noticeDaniels-Hall v. Nat'l Educ. Ass;i629 F.3d 992, 99¢th Cir. 2010).
In addition, a motion to dismiss may be granb@sed upon an affirmative defense where th
complaint’s allegations, with alhferences drawn in Plaintiff&vor, nonetheless show that t
affirmative defense “is appareom the face of the complaint3ee Von Saher v. Norton Sim¢
Museum of Art at Pasadena92 F.3d 954,09 (9th Cir. 2010).

Additionally, Federal Rule dtvidence 201 allowthe court to take judicial notice of
certain items without conventg the motion to dismiss intie for summary judgmenBarron
v. Reich 13 F.3d 1370, 137(®th Cir. 1994). The court may takelicial notice of facts “not
subject to reasonable dispute” because theyitrere“(1) generally knownvithin the territorig
jurisdiction of the trial court or (2) capable aécurate and ready daetenation by resort to
sources whose accuracy canredsonably be gqggoned.” Fed. R. Evid. 20%ge alsd.ee v
City of Los Angele250 F.3d 668, 689 (9th Cir. 2001) {img that the court may take judicia
notice of undisputed “maitte of public record”)pverruled on other groundsy 307 F.3d 1119
1125-26 (9th Cir. 2002). The court may disregard allegations in a complaint that are
contradicted by matters propedubject to judicial noticeDaniels-Hall v. Nat'| Educ. Ass)n
629 F.3d 992, 998 (9th Cir. 2010).

Dismissalwithoutleawe to amend is appropriate only wh@e court is satisfied that th
deficiencies in the complaint could nmassibly be cured by amendmedackson v. Care\d53
F.3d 750, 758 (& Cir. 2003);Lopez v. Smiti203 F.3d 1122, 1127 (9th Cir. 2000) (holding
dismissal with leave to amendahd be granted even if no regi¢o amend was made). Ru
15(a)(2) of the Federal Rules of Civil Proceglstates that leave to amend should be freely|
given “when justice so requires.” Thisligy is applied with “extreme liberality.’"Morongo
Band of Mission Indians v. Rqs#93 F.2d 1074, 1079 (9th Cir. 1990).

b. Defendants Are Not Entitled to Dismissal
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Defendants make five argumemssupport of their Motion to Dismiss. First, the Court

addresses Defendants’ three arguments th&dingplaint does not state a claim under Sectjon

43(a)(1) of the Lanham Act besithe Complaint fails to alie that: (1) Defendants used
Plaintiff's registered trademark, “NACA”; (2) thisse was in an adverisient or promotion; ¢
(3) Plaintiff was injured, given that Defentda contend that they and Plaintiff are not
competitors, Plaintiff does not charge homeowharss services, and &htiff's reputation is
still intact. Next, the Court addresses Defensl&anbd affirmative defenses, namely that: (1)
“facts” outside the Complaint purportedly showatthree of the numerous false or misleadi
statements alleged in the Complaint are trud; (@) Vescera cannot be personally liable for|
corporate acts of First One because Vesisaramune from liability under the federal
Volunteer Protection Act (“VPA”).

Because the Court rejects all of Defendaatguments, the CouBENIES Defendants’

Motion.
I. Defendants’ three arguments thatPlaintiff fails to state a claim
The purpose of the Lanham Act “is to avo@htusion in the marketplace” by allowing
trademark owner to “prevent| ] others fraaping consumers into buying a product they
mistakenly believe is sponsaréy the trademark ownerMattel, Inc. v. Walking Mountain
Productions 353 F.3d 792, 806 (9th Cir. 2003ge alsdl5 U.S.C. § 1127. 1

5 U.S.C. § 1125(a), commonlyfeered to as Section 43(a) sestially creates “a federa
law of unfair competition.”"Kendall-Jackson Winery, Ltd. v. E. &Qallo Winery,150 F.3d
1042, 1046 (9th Cir. 1998).

Section 43(a) of the Lanham Act states:

(1) Any person who, on or in connectiofithvany goods or services . . . uses in
commerce any word, termame, symbol, or device, or any combination
thereof, or any false designation of amigfalse or misleading description of
fact, or false or misleadingpeesentation of fact, which—

(A) is likely to cause confusion, or tmuse mistake, or to deceive as to the

affiliation, connection, or associatiah such person withnother person,

-11-
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or as to the origin, sponsorship,approval of his or her goods, services,
or commercial activities by another person, or

(B) in commercial advertising or @motion, misrepresents the nature,
characteristics, qualities, or geograpbigin of his or her or another
person’s goods, services, or commercial activities,

shall be liable in a civil action by anynsen who believes that he or she is or

is likely to be damaged by such act.

15 U.S.C. § 1125(a).

A claim under Section 43(a)(1)(A)s commonly referred to as a “false association”
claim, which is distinct from a “falsadvertising” claim under Section 43(a)(1){BBee Barruj
v. Sylvania55 F.3d 468, 469-7(®th Cir. 1995).

In addition, courts also refer to a claim un8ection 43(a) as a “reverse palming off”
claim where, as here, a defendalitgedly “offer[s] for saler@other’s product that has been
modified slightly and then labeled with a diéat name” or “markets the product under [the
defendant’s] own name.Summit Mach. Tool Mfg. Corp. v. Victor CNC Sys.,,[Ad=.3d 1434
1437 (9th Cir. 1993).

1. Defendants’ argument that a Setion 43(a) claim requires us{
of plaintiff's trademark is in correct as a matter of law

Defendants contends the Complaint is deficidause it fails to allege that “First On
us[ed] plaintiff[’'s] trademark ‘NACA.”” SeeMTD at 14.

Neither a false association claim under Section 43(a)(1)(A) nor false advertising ¢
Section 43(a)(1)(B) requires thattbefendant use the plaintiftisademark. Rather, the plain
language of the statute Sexti43(a) imposes liabilitfor defendant’s use of “any word, term
name, symbol, or device, or any combinationgb&ror any false designation of origin, false

misleading description of fact, &alse or misleading representatiof fact, which . . . is likely

115 U.S.C. § 1125(a)(1)(A).
215 U.S.C. § 1125(a)(1)(B).
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cause confusion . . . as to tHéliation . . . or . . . misrepresgs the nature, characteristics,
gualities . . . of his or her . . . servicescommercial activities.” 15 U.S.C. § 1125(a)(1).

Indeed, the Ninth Circuit has reversedismissal under Rule 12(b)(6) because the
“complaint sufficiently #ege[d] all elements of a Lanhafct” false advertising claim where
the complaint alleged that @@dant made false or misleading statements abonwnserviceg
but made no allegations abdhe plaintiff's trademark.See Newcal Indus. v. Ikon Office
Solution 513 F.3d 1038, 1043-44, 1052 (9th Cir. 2008). Furtherone, as noted previously
“reverse palming off’ claim under Section(d3is based on the defendant’s “direct
misappropriation of the services@uods of another,” often by mating the plaintiff's servicq
“under [the defendant’s] own nameSummit Mach. Tool Mfg. Corp. v. Victor CNC Sys.,, I
F.3d 1434, 1437 (9t€ir. 1993). Because a reverse palming off claim is premised on the
defendantoncealingthe true origin of the servicesgtlelaim by definition does not require t
defendant to have used the plaintiff's ma@X. id,; see alsdl94 A.L.R. Fed. 175 (2004) (noti
that a claim under Lanham Act claim underl%.C. 8§ 1125(a)(1)(A)jor “reverse palming
off” requires that: (1) the originimn of the goods or servicesqguestion with the plaintiff; (2)
the defendant’s false designation of the origithoSe goods or servigeand (3) the likelihood
of consumer confusion caused by th&ddant's false designation of origin).

Furthermore, to the extent that Defendantsti@od that Section 43(a)(1) applies only
defendant’s use okgisteredirademarks, Defendardgse wrong on the lawSee Kendall-
Jackson Winery, Ltd. v. E. & Gallo Winery 150 F.3d 1042, 1047 n.7 (9th Cir. 1998)
(describing criteria by which courts determineh&®ther an unregistered mark is protectable
under § 43(a)”). The Ninth Cirdthas upheld a jury verdict finding a “false association cla|
where the defendant imitated the plaintiff's voisghout any reference to registration of this
mark, because a false associatitaim includes a defendant’s use*afsymbol or device such
as a visual likeness, vocal imitation, or otheiquely distinguishing @racteristic, which is
likely to confuse consumers as to the pléfistsponsorship or approval of the producWaits
v. Frito-Lay, Inc, 978 F.2d 1093, 1110-11 (9th Cir. 1992).
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Thus, Defendants are simply wrong on the V@hen they contend that Plaintiff must
plead defendant’s use of plaintiff's retgred or unregistered trademark.

2. Defendants’ argument that afalse association claim under
Section 43(a)(1)(A) requireghat Defendants’ conduct
occurred in an advertisement or promotion is incorrect as a
matter of law

Defendants contend that a false associatiamctequires that the conduct giving rise
liability must appear in “a commercial advertisement or promotion.” MTD at 14.

Defendants are simply wrong on the law. Whige in commercialdwvertising is requirg
for a false advertising claim, it is n@quired for a false affiliation claintomparel5 U.S.C. §
1125(a)(1)(A)with 15 U.S.C. § 1125(a)(1)(B¥ee also Summit Tech., Inc. v. High-Line Me
InstrumentsCo., 933 F. Supp. 918, 928-29 (C.D1.A&96) (discussing elements of both
claims). The cases Defendants rely upon fergirported elements of a false association
claim—Jarrow Formulas, Incv. Nutrition Now, Inc.304 F.3d 829, 834-835 (9th Cir. 2002)
Newecal Indus.513 F.3d at 1052—concern a false adserg under 15 U.S.C. § 1125(a)(1)(E
not false affiliation under 15 U.S.C. § 1125(a)(1)(A).

3. Defendants’ argument that the injury necessary to have
standing to bring a Section 48) claim requires the plaintiff
be the defendant’s competitor or to suffer lost profits is
incorrect as a matter of law

Defendants contend that the Complaint do&sallege an injury under Section 43(a)
because: (1) First One and Plaintiff are not cadrtgrs; (2) Plaintiff is a non-profit that does 1
charge consumers for its services (3) the Complaint allegesahPlaintiff has an “excellent
reputation.” SeeReply at 9; Compl. at 6-7. Whil@efendants’ arguments are somewhat
unclear, Defendants appear to chadle Plaintiff’'s standinggiven that “injuryin fact” is one of
three elements required to have standige Lujan v. Defenders of Wild|itg04 U.S. 555, 56
(1992).
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Defendants’ rule would exclude from thanham Act those most deserving of its
protection: non-profit organizationat help the neediest memb®ef society and organizatio
whose operations are so beyond reproachthiegt reputations survive others’ destructive
schemes. Fortunately, the law is not as wmeanted as Defendantgould wish. The Ninth
Circuit has squarely addressed and refuted mizfiets’ first argument by holding that “actua
competition” between litigants st required to satisfy stamdj in a claim brought under
Section 43(a)(1)Barrus v. Sylvanias5 F.3d 468, 469-7(®th Cir. 1995).

Regarding the second two arguments, it is wstiblished that, to “satisfy standing” f

a “false association” claim und8&ection 43(a)(1)(A), a plaintifheed only allege commercial

injury based upon the deceptive use obdémark or its functional equivalentld.; Waits v.
Frito-Lay, Inc, 978 F.2d 1093, 1109-10, 1010 n. 9 (@in 1992) (holdinghat standing was
satisfied in a “false association claim” where plaintiff alleged that defendant imitated plai
unique voice). To “satisfy standing” for a “é&l advertising” claim under Section 43(a)(1)(E
plaintiff need only allege “ammercial injury based upon a misrepresentation about a prod
and also that the injury was ‘cqatitive,” i.e., harmful to the platiff's ability to compete with
the defendant.’Barrus 55 F.3d at 470. Damage to aipliff's “goodwill” constitutes both
competitive and commerdiajuries under a Section 43(a) clairBee Stuhlbarg Int’'l Sales C
Inc. v. John D. Brush & Co., Inc240 F.3d 832, 841 (9th CR001) (granting preliminary
Injunction).

Here, the Complaint specifically allegests from which it can reasonably be inferre

that Defendants’ scheme has put Pl#istgoodwill and repudtion in jeopardySeeCompl. 1

45, 51-52, 55-57. As the Complaint avers, Ddtnts make false and misleading statemenyts

thatDefendantswill provide mortgage modification seces and then, after consumers pay ¢
to two thousand dollars, Defendants pass their customersRbaindiff to provide services thg
Plaintiff actually provides to thpublic for free. This passing af customers to Plaintiff, in
addition to Defendants’ use tife NAHCA, NMAC, and NMHCacronyms tht resemble
Plaintiff's “NACA” trademark and use ofafjans resembling Plaintiff's “Home Save” or

“Home Save Program” slogans, all@onsumers to conflate Defendants and Plaintiff. Bec
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consumers are likely to feel ripped off by Dedlants and are likely to conflate Defendants and

Plaintiff, Defendants’ scheme damages and wititmue to damage Plaintiff’'s reputation an(
good will with the public Such damage to a plaintiff‘fgoodwill” constitutes both competitiv
and commercial injuries unda Section 43(a) claimSee Stuhlbarg Int’'l Sales Co., Inc. v. Jq
D. Brush & Co., InG.240 F.3d 832, 841 (94@ir. 2001) (granting @iminary injunction).

Moreover, the Complaint allegehat Plaintiff is compensad by mortgage servicers fq
each successful solution ofsted through PlaintiffdHome Save PrograneeCompl. § 14.
Injury to Plaintiff's reputation W likely diminish Plaintiff's ability to attract participants in th
Home Save Program (as well as its othegpams), which will redtiin less successful

solutions and less revenue than NACA would otherwise ob&ae. Smith v. Montoré48 F.2(

—

D

bhn

Dr

€

)

602, 607 (9th Cir. 1981) (holding that businesd si@anding for reverse palming off claim under

Section 43(a) because a “plaintfider section 43(a) need notibeactual competition with th
alleged wrongdoer” given that, “[o]n its facection 43(a) gives standy to sue to ‘any perso
who believes that he is or is likely to be damaged™).

Thus, Defendants’ arguments that Plaintiff fails to allege an irguffycient to have
standing is incorrect as a matter of law.

4. Conclusion

In sum, Defendants’ three arguments thatComplaint does not state a claim under

Section 43(a)(1) of the Lanham Aate incorrect as a matter of law.

ii. Defendants’ affirmative defenses

Next, the Court addresses Defendants twonaéftive defenses, namely that: (1) “facts

outside the Complaint purportedly show ttiakee of the numerous false or misleading
statements alleged in the Complaint are tamet (2) Defendant Vescera cannot be persona
liable for the corporate acts of Defendant Fdse because Vescera is immune from liabilit)
under the federal Volunteer Protection Act (“VPA”).

A motion to dismiss under Rule 12(b)(6) aast be granted based upon an affirmativ
defense unless that “defense raiseslisputed issues of factScott v. Kuhimann746 F.2d

1377, 1378 (9th Cir. 31). However, a motion to disss may be granted based on an
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affirmative defense where th#emations in a complaint are contradicted by matters propef
subject to judicial noticeDaniels-Hall v. Nat'l Educ. Ass;i629 F.3d 992,98 (9th Cir. 2010)
1. Defendants’ affirmative defenseegarding the falsity of First
One’s statements is based on facts subject to dispute and t

IS not a basis to dismiss Plaintiff's claim

In support of its motion to dismiss, Daftants ask the Court to judicially notice
documents outside of the Complaint that purpmghow that three of Defendants’ allegedly
numerous false statements are true. Accordii@efendants, these documents show that H
One is in fact: (1) a registered NACA refdragent; (2) a HUD approved lender; and (3) a 1]
for-profit 501(c) corporationSeeMTD at 16. The Court canhoonsider these facts.

The Court can only take judicial noticefatts that are eithe(l) “generally known
within the territorial jurisdiction of the triadourt”; or (2) “capable of accurate and ready
determination by resort to sources whose ammucannot reasonably be questioned.” Fed.
Evid. 201. Defendants’ facts are not generallykmaovithin the Central District of California
nor are they from a source whose accuracyictreasonably be quemed. Indeed, the
documents purportedly establishing the factsafieom First One or are based on informati
First One submitted to NACA'’s website, the Cailifia Secretary of State, or the IRS.

Additionally, even if the Court could take judicial notice of the purportedly publically-avai

y

nusS

irst

ot-

lable

documents—First One’s restatedi@des of incorporation, a lettérom the IRS to First One, and

documents from HUD—the Court cannot take jualiciotice of disputed facts included in th¢
documents.See Intri-Plex Techs., Inc. v. Crest Group, 1489 F.3d 1048, 1052 (9th Cir.
2007);Ritz Camera & Image[72 F. Supp. 2d at 1109 (a cbcannot “take judicial notice of
documents for the truth of disputed facts &assetherein”). Finally, the documents do not
support the purported facts, and thets themselveare misleading.

For example, Defendants contend that atputhfrom NACA'’s website shows that Firg
One is a “registered NACA referral agent for NACbut the meaning of that document is n
beyond reasonable dispute. MTD at 16. @lbeument does not mention the word “referral

agent” anywhere on itSeeMatriner Decl. (“Defs. RIN re MTD”) (Dkt. 8-4) Ex. E. Indeed,
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Plaintiff disputes the meaning of the docunheontending that First One is not a NACA
Referral Agent and that NACA Referral Agenty@aothing to do witiNACA’s Home Save
Program.SeeCorrected Exum Decl. (Dkt. 28) at 1 10, $&e alsd®pp’'n to Request for
Judicial Notice (“Pl. RIN Opp’n”) Ex. A. Regiless, even if thi€ourt did consider the
document, the document does not appear to aiotilne Complaint’s allegations that First
uses its customers’ personal infation to register NACA accounts in their name; the list g
individuals on the web page proeid by Defendants appear consisteith that allegation.

In addition, Defendants contend that agmrted letter from HUD and a printout from
HUD'’s website show that “First One is a HWpproved lender,” but the meaning of those
documents is not beyond reasonable disp8eeMTD 16; Defs. RIN rédTD Ex. C, D. The
purported letter from HUD statéisat First One isgproved by HUD as &litle I” lender “to
originate, underwrite, fund, own and servidle | Property Improvement and Manufactured
Housing loans.”SeeDefs. RIN re MTD Ex. C at 9. Y,ePlaintiff contends that HUD has
separate approvals for lending and fousiog Counseling and that First Onexcg approved b
HUD for Housing Counseling or Foreclosuredddance Counseling, which are the services
First One advertises and promot&eePl. RIN Opp’n, ExsA, B. Plaintiff argues that First
One’s repeated references to HUD approvahasteading because thawply that First One,
like Plaintiff, is approved by HURBor Housing Counselingral Foreclosure Avoidance
Counselingand, as alleged in the Colamt, these misleading s&ahents and others create t
Impression that First One is affiliated with Plaintiff.

Furthermore, Defendants contend that Firse®purported Articles of Incorporation 4§
an IRS Official Notice sbw that “First One is a not for profit 501(c) corporation,” but the
meaning of those documents is not beyond reddenbspute given that they contradict each
other. SeeMTD 16. The Articles of Incorporationate that First One is a “501(c)(3)” non-
profit, which is inconsistent witthe IRS Official Notice, which ates that First One is exem|
under section “501(c)(4),” not 501(c)(3CompareDefs. RIN re MTD Ex. Avith Ex. B.
Additionally, Plaintiff providesa webpage printout of a LexigXis search of the California

Secretary of State records that lists “Fidste Lending Corporation” as “For Profit3ee
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McNamara Decl. (Dkt. 23), Ex. A. In liglaf the contradiction between the Articles of

Incorporation, the IRS Official Notice, and Plaff's own evidence, this Court can not say that

any of those documents dreyond reasonable dispute.

Finally, even if the Court could take judatinotice of Defendants’ facts, these facts

would not entitled Defendaid dismissal. Even iDefendant is a registered referral agent @

Plaintiff—which the facts do not suggest—beinglsan agent would not entitle Defendant

create confusion in the marketplace by passing #farservices off as First One’s services,

Similarly, regarding Defendantstatements about its non-gtaftatus and HUD relationship,
even if theséwo statements are not misleading, sadimding does not fate Plaintiff's

allegations that numerous othegitsiments are misrepresentations.

Thus, the Court DENIES Defendants’ requestjudicial notice and, given the absenge

of other facts within the Compt# to support Defendants’ posih, the Court is not persuaded

by Defendants’ affirmative defeashat some of its allegediglse statements are true.
2. Defendants’ affirmative defense regarding Vescera’'s
immunity is based on facts sul®ct to dispute and thus is not

a basis to dismiss Plaintiff's claim

Defendants contend that Vesga@annot be personally liable for the corporate acts o

First One because Vescera is immune fromlitglunder the federal Volunteer Protection A
(“VPA”"). MTD at 17. The VPA provides thdho volunteer of a nonprofit organization . . .

shall be liable for harm caused by an act oissman of the volunteer” if several requirement

are met. See42 U.S.C.A. § 14503(afyrmendarez v. Glatale Youth Ctr., In¢.265 F. Supp. 2d

1136, 1141 (D. Ariz. 2003) (gréing motion to dismiss where piiff “stipulate[d] that the
[defendants] are volunteers within the meaninthefVPA” and “fail[ed] to discuss” both the
VPA's “elements” and “exceptions”).

The few courts to address the VPA'’s protaes appear to treat it as an affirmative

defense akin to immunityArmendarez265 F. Supp. 2d at 1141 (granting motion to dismigs

and noting that “dismissal mdoe appropriate when the plaintiff has included sufficient

allegations disclosing some absolute defendainando v. United State867 F.3d 363, 370
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(3d Cir. 2011) (“[T]he VPA . . . grants imunity only to volunteers of nonprofit
organizations.”). As an affirative defense, the VPA does muottitle Defendants to dismissa
under Rule 12(b)(6) unlessaih‘defense raises no disputed issues of fa8tott v. Kuhlmann
746 F.2d 1377, 1378 (9th Cir. 1984j; Gomez v. Toledd46 U.S. 635, 640 (1980) (holding
that qualified immunity is an affirmative defgee and thus plaintiff has no “obligation to
anticipate such a defense by stating in his comgjlany facts to avoid the defense). Here,
discussed above, there are several fact disputesxdmple, Plaintiff alleges that First One i
“for-profit corporation,” and Defendants’ VPA argemt depends on this allegation being fal
SeeCompl. at 1 18.

Thus, Defendants’ affirmativéefense that Vescera is entiti® VPA immunity is not a
valid basis for dismissal under Rule 12(b)(6).

c. Conclusion

Because the Court rejects all three of Defenigl arguments that the Complaint fails {
state a claim and rejects Defendants’ two affirmeadefenses as invallshses for granting a
Rule 12(b)(6) motion, the Court DEE$ Defendants’ Motion to Dismiss.

[ll.  Plaintiff's Preliminary Injunction

Plaintiff seeks a preliminampjunction under Federal Rutd Civil Procedure 65(a)
against Defendants First OnedaJohn Vescera enjoining thdrom making several allegedly]
false and misleading statements about Defeistiaarvices and affiliation with PlaintiffSee
Notice of MPI (Dkt. 13).

a. Legal Standard for a Preliminary Injunction

Pursuant to Rule 65 of the Federald3wf Civil Procedure, the court may grant

preliminary injunctive relief in order to prevent “immediate and irreparable injury.” Fed. R.

Civ. P. 65(b)(1)(A). Tk decision to grant or deny a lam@nary injunction is within the
discretion of the district courtAlliance for the WildRockies v. Cottrell632 F.3d 1127, 1131
(9th Cir. 2011). However, a preliminary injuive relief is “never awarded as of rightWinter

v. Natural Resources Defense Council, |B&5 U.S. 7, 24 (2008).
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In the Ninth Circuit, a plaintiff is entitled @ preliminary injunction ishe satisfies eith
of two tests: (1) th&Vinterfactor test; or (2) the “sliding ate” test, also referred to as the
“serious questions” tedt.See Alliance for the M Rockies v. Cottrell632 F.3d 1127, 1135
(9th Cir. 2011). The sliding scale test regsiigeslightly weaker silwing of success on the
merits to be outweighed byrshg equitable considerationSee idat 1134-35.

Underthe Winter factor test, a plaintiff is entitlelw a preliminary injunction if she
establishes that: (1) sie“likely to succeed othe merits”; (2Xhe “balance oéquities tips in
[plaintiff's] favor”; (3) she is tikely to suffer irreparable harm in the absence of preliminan
relief’; and (4) a preliminary injurion is in the public interestWinter,555 U.S. at 20Save
Our Sonoran, Inc. v. Flowerd08 F.3d 1113, 112(®th Cir. 2005).

Under the sliding scale test, a plaintiffeistitied to a preliminary injunction if she
establishes: (1) “serious quests going to the merits”; (2) ‘@alance of hardships that tips
sharply towards the plaintiff’; (3) “a likelihooaf irreparable injury”; and (2) a preliminary
injunction is in thepublic interest.Alliance for the Wild Rockie$32 F.3d 1127, 1135 (9th C
2011) (noting that the last two fact@me identical to two of the factorsWiinter). While the
test “requires the plaintiff to make a shagion all four prongs,” #h showing need not be

equally strond. See id.

* A plaintiff may also obtain a preliminary injunctiavithout satisfying eitér of these two test
if a statute provides for a lesser showii@ge e.g., Tennessee Vialkuthority v. Hill 437 US
153, 194 (1978)Jnited States v. Este Pres. Service202 F.3d 1093, 1098 (9th Cir. 2000)
(“The traditional requirements fequitable relief need not Isatisfied since Section 7408
expressly authorizes the issuance of an injunction.”).

*In Alliance for the Wild Rockieshe Ninth Circuit followed tb overwhelming majority of
Circuits to hold that the sliding scale testvived the Supreme Court’s decisioWinter. See
Alliance for the Wild Rockie$32 F.3d 1127, 1135 (9th Cir. 2011) (reversing denial of
preliminary injunction because digt court’s failure to apply # “serious questions” test way
“an error of law”);Hoosier Energy Rural Elec. Co-op.clnv. John Hancock Life Ins. C&382
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Due to the urgency of obtaining preliminamyunctive relief, the “trial court may give
even inadmissible evidea some weight, when to do serves the purpose of preventing
irreparable harm before trial Flynt Distrib. Co., Inc. v. Harvey’34 F.2d 1389, 1394 (9th Ci
1984);see also Univ. of Texas v. Camenjsthl U.S. 390, 3951081) (“[A] preliminary

Injunction is customarily granted on the basip@icedures that are less formal and evidenge

that is less complete thama trial on the merits.”JRosen Entm’t Sys., L\P Icon Enters., In¢.
359 F. Supp. 2d 902, 905 (C.D. Cal. 2005) (rgptimat district courts have the discretion “to

=S

F.3d 721, 725 (7th Cir.aD9) (Easterbrook, J.) (“[lhe more net harm an injunction can prevent,

the weaker the plaintiff's clai on the merits can be whilgllssupporting some preliminary

relief.”); Citigroup Global Mkts., Inc. v. VCGSpecial Opportunities Master Fund Lt898 F.3d

30, 35 (2d Cir. 2010) (“Becauseetmoving party must not only e that there are ‘serious

guestions’ going to the merits, but must additionabablish that ‘the balance of hardships

tips

decidedly in its favor, its overall burden is no lightiran the one it bears under the ‘likelihopd

of success’ standard.”) (emphasis in originlllt cf. Real Truth About Obama, Inc., v. Fed.

Election Comm’'n575 F.3d 343, 347 (4ir. 2009) (holding that the “sliding scale approac

does not survive thé/interdecision)vacated on other grounds B0 S.Ct. 2371 (2010). The

Ninth Circuit’'s holding that té sliding scale test surviv¥ginteris also consistent with
scholars’ conclusions and tha@eme Court’s own statementSee Winter555 U.S. at 51
(Ginsburg, J., dissenting) (“Th@Sourt has never rejected [the&lsg scale] formulation, and |

do not believe it does so today.Bethany M. Bates, Reconciliah After Winter: The Standa

h”

rd

for Preliminary Injunctions in Federal Coyrisl1 Colum. L. Rev. 1522, 1523, 1552-53 (2011)

(explaining that the slidopscale analysis surviv®¥interbecause “contemporary Supreme
Court cases also support the us¢hefsliding scale approach” awdntermerely held that
“only showing a ‘possibility’ ofirreparable harm was not@mgh” to obtain a preliminary
injunction, but “failed to comment on wheth&ucts could use a sliding scale analysis or
whether a movant could be granted a prelinyimajunction based on a showing that there a
serious questions going to the merits”).
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consider otherwise inadmissil@eidence in ruling on the mésiof an application for a
preliminary injunction”). For example, a preliminary injunctionynti@ granted based on
affidavits or the allegations in a “verified complaint,” despite their Eadonformity with the
Federal Rules of Evidence regargliihearsay and pensal knowledge.See Republic of the
Philippines v. Marcos862 F.2d 1355, 1363 (9th Cir. 198B)}2 Ski Co. v. Head Ski Gal67
F.2d 1087, 1088¢th Cir. 1972)Flynt, 734 F.2d at 1394; § 2949deedure on an Application
for a Preliminary Injunction, 11A Fe#rac. & Proc. Civ. § 2949 (2d ed.).
b. Plaintiff is entitled to a preliminary injunction

Under either th&Vinteror sliding scale test, PIdiff is entitled to a preliminary
injunction to enjoin Defendants from making selallegedly false and misleading stateme
about Defendants’ serviceadaffiliation with Plaintiff.

I. Plaintiff is likely to succeed on the merits of its false association

claim

nts

Plaintiff satisfies both th&/interand sliding scale test because Plaintiff has shown that it

is likely to succeedn the merits.See Winter555 U.S. at 20 (“likely to succeed on the meri
Alliance for the Wild Rockie$32 F.3d at 1135 (“seriousegtions going to the merits”).
Plaintiff is likely to succeed on the meriasits false association claim under Section
43(a)(1)(A) of the Lanham Acl15 U.S.C. § 1125(a)(1)(A), bad on Defendants allegedly
charging homeowners one to téhmusand dollars each usingsiaand misleading statement
thatDefendantprovide mortgage modification servioegen, in fact, these services are
provided to the publifree of charge bPlaintiff. Compl. (Dkt. 1) at | 46-52).

As noted previously, a claim under Sect##{a)(1)(A) is commonly referred to as a
“false association” claimSee Barrus v. Sylvania5 F.3d 468, 469-70 19 Cir. 1995). Courts

also refer to a claim under Section 43(a) agweerse palming off” claim where, as here, a

*Because the Court concludes the Plaintiffkslly to succeed on its false association claim
under Section 43(a)(1)(A), the Court doesambhdress Plaintiff's claims under the Section
43(a)(1)(B) or California ammon law unfair competitionSeeCompl. (Dkt. 1) at 1 53-58.
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defendant allegedly “offer[s] for sale another’s procthat has been modified slightly and th

labeled with a different name” or “market®tphroduct under [the éendant’s] own name.”
Summit Mach. Tool Mfg. Corp. Victor CNC Sys., Inc7 F.3d 1434, 143{®@th Cir. 1993).

Such a claim exists where thefelegdant imitates the trademarkafmore well-kown plaintiff,

en

thus “appropriating [plaintiff’'sfeputation in the marketplace f@efendant’s] own purpose and

gain.” Vuitton Et Fils S.A. v. Young Enterprises, In&544 F.2d 769, 777 (9th Cir. 1981);
McCarthy on Trademarks and Umf&ompetition § 25:2 (4th ed.)Ralming off is an attempt
make the purchaser believe that the produth@®f{defendant] is that of his better known
competitor.”)®

The Court analyzes below eaghe of the elements afreverse palming off/false
association claim under Section 43(a)(1)(A)jckhare that: (1) the defendant uses a
designation—meaning “any word, term, name, deyvor any combination thereof"—“or any
false designation of origin . . . or false or readling representation of fact”; (2) defendant’s
is “likely to cause confusion, mistake, or detten” as to “the affiliation, connection, or
association of defendant with another persorf'asrto the origin, sponsorship, or approval ¢
defendant’s goods, services, or commerciaVéies by another person{3) defendant’s use
was in interstate commerce; (4) defendant’swase in connection with goods or services; a
(5) plaintiff has been or is likelto be damaged by these ac&eel5 U.S.C. § 1125(a)(1)(A);
Summit Tech., Inc. v. High-Line Med. Instruments, €83 F. Supp. 91828 (C.D. Cal. 1996
(breaking down statute into elements).

1. All of Defendants’ evidentiary objections are overruled

®In the previous section, the Court concludeat thefendants did not meet their burden under

Rule 12(b)(6) to showhat Plaintiff failed to state a ctai and thus denied Defendants’ Moti
to Dismiss. However, because the burden iRlamtiff to show that it is entitled to a
preliminary injunctionthe Court here reviews all the elents of Plaintiff's claim when
determining whether Plaintiff ikely to succeed on the merits.
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In analyzing the merits of Plaintiff's&im, the Court overrules Defendants’ several
objections to Plaintiff's affidats because, contrary to Defégants’ arguments, a preliminary
injunction may be granted basex affidavits or the allegations a “verified complaint,”
despite their lack of conformity with the dferal Rules of Evidence regarding hearsay and
personal knowledgeSee Republic of the Philippines v. Marc®82 F.2d 1355, 1363 (9th Cir.
1988);K-2 Ski Co. v. Head Ski Gal67 F.2d 1087, 1088 (9th Cir. 1978)2949 Procedure or
an Application for a Preliminary Injunctiofh1lA Fed. Prac. & Proc. Civ. § 2949 (2d ed.).

2. First element: Defendants’ usef words, terms and names

Plaintiff will likely be able to show that Dendants, either through First One alone ol
organizations they control, use words, teramg] names that mislead consumers into believing
First One is Plaintiff NACA, that is, a ngurofit organization that provides free housing

counseling to help struggling homeosva modify their existing loansSeeBarber Decl., Ex. A;

Ahrendt Decl. Ex. A; McNamara Decl., Exs. D-I. These several exhibits show that Defepdants

use consists of:
e The acronym NAHCA, used by First One
e The acronym NMAC, used by National Mgage Assistance Center (“NMAC”
e The acronym NMHC, used by Natioribrtgage Help Center (“NMHC")
e Slogans such as “Helping to Save Armaerican Dream since 1995” and “Helping

Homeowners to Save Their Dreammsed by NMHC and NMAC respectively

e Phrases such as “Home Save Prograth@Neighborhood Assistance Network of

HUD Counselors,” used by First One
Defendants contend that some of these sttésican not be attributed to First One
because First One is a separtéty from NMAC or NMHC. Defendants contend that First
One merely hired NMHC for markag purposes for a few monthsearly 2011. Opp’n to MPI
at 9:12-10:6. Defendants offer no explanation as to the relaobstween First One and
NMAC, and Plaintiff provides ample evidenimecontradict Defendants’ narrative.
Plaintiff will likely be able to show th&tirst One is NMHC. First One’s promotional

materials expressly state that “[tihe NMHR@ogram is through First One” and “National
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“National Mortgage Help Center / 31831 Cam{apistrano Suite 300B / San Juan Capistr
Ca 92675.”Id., Ex. E p. 54see alsad., Ex. E pp 47, 48, 51, 536; Ex. F, G, H).

Plaintiff will likely be able to show that &t One is also NMAC. NMAC's website is
almost identical to NMHC’s website atitey share the santelephone numberSee
McNamara Decl., Exs. B, C.

3. Second element: Defendants’ ugs likely to cause confusion

Plaintiff will likely be able to show thdbefendants’ use aicronyms, slogans and
phrases are likely to cause contusivith four of Plaintiff's mark. Specifically, the following
are likely to be confused:

¢ Plaintiff's incontestable trademark “NACA” igkely to be confused with Defendants’
acronyms NAHCA, NMAC and NMHC

¢ Plaintiff's phrase “Home Save Program” andiRtiff’'s name “Neighborhood Assistan
Corporation of America” isikely to be confused witbbefendants’ phrase “Home Savs
Program of the Neighborhood AssistarNetwork of HUD Counselors”

¢ Plaintiff's slogan “Save-the-Dream” and ikdly to be confused with Defendants’
slogans “Helping to Save the AmericareBm since 1995” and “Helping Homeownel

Save Their Dream”

Plaintiff will likely be able to show a li&ihood of confusiomased on the following
factors: (1) the strength of plaintiff's marks) &@milarity in appearase, sound, and meaning
between defendant’s use and pliffits marks; (3) the class of goods services in question; (
the marketing channels;)(Bvidence of actual confusion; af@) defendant’s intent in selectir

and using its designatiorCentury 21 Real Estate Corp. v. Sand8d6 F.2d 1175, 1178-117¢

(9th Cir. Cal. 1988)Mattel, Inc. v. Walikhg Mountain Productions353 F.3d 792, 807 (9th Ciy.

2003) (noting that “likelihoo@f confusion” test applie® claims under 15 U.S.C. §
1125(a)(1)(A) based on defenddntse that is “likely to cause confusion . . . as to the

affiliation, connection, or association” with pl&if). “The test is a fluid one and the plaintiff
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need not satisfy every factor, prded that strong showings areade with respect to some of
them.” Perfumebay.com Inc. v. eBay In606 F.3d 1165, 117®th Cir. 2007).
Regarding the first factor, strength of Pldirdimarks, Plaintiff's “NACA” mark is the

strongest kind of mark because it is a registénadiemark that became incontestable in 2009.

The other three marks are likely protected bec#usgare at minimum descriptive marks w
“secondary meaning” in the marketplace, as shown by the substanéiarithmoney Plaintiff
spent promoting itself, its Home Samegram, and Save the Dream Ever8seCorrected
Exum Decl. 1 5-6see also Yellow Cab Co. of Sacrament¥ellow Cab of Elk Grove, Inc.
419 F.3d 925, 927 (9th Cir. 200&)escribing ability of descrijwye marks to obtain protection
when they attain secondary meaning). Furtloeemit is appropriate for a court to grant a
preliminary injunction if a plaitiff has even a “fair chance” @roving secondary meaning of|
descriptive mark.Sierra On-LineJnc. v. Phoenix Software, In&39 F.2d 1415 (9th Cir. 198
Regarding the second factor, there iseagsimilarity between Defendants’ use and
Plaintiff's marks. One of Defelants’ acronyms (NAHCA) diffefsom Plaintiff's incontestab
trademark (NACA) only because Defendants inaartH” in the middle. Defendants’ other
two acronyms (NMAC and NMHC) and Plaintiff'sdantestable trademark are each four let
starting with N and ending in C. DefendsiriHome Save Program of the Neighborhood
Assistance Network of HUD Counselors” usesehgrety of Plaintiff's “Home Save Progran
mark and the first half of Plaintiff's four-wdmame. Finally, Defendasituse of the slogans
“Helping to Save the American Dream since 398nd “Helping Homeowners to Save Their
Dream” includes all the worda Plaintiff's “Save the Deam” mark. The chart below

demonstrates these similarities.

Plaintiff's marks Defendants’ use
NACA NAHCA, NMAC, and/or NMHC
Home Save Program Home Save Program of the Neighborhood
Neighborhood Assistance Assistance Network of HUD Counselors

Corporation of America

Ol

“Save the Dream” and/or “Sexmhe- | “Helping to Save the American Dream since 199
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Dream” and “Helping Homeowners to Save Their Dream’

Regarding the third factor—similar servicaféered by the parties—Defendants purport

to offeridentical services as Plaintiff; indeed, teervices that First One offers &kintiff's
services. Specifically, NMAC and NMHC claito be non-profits that educate the general
public, have a “national network of foreclosyrevention specialistsgnd have relationships
with other entities that can alwate homeowners’ qualificatis for a mortgage payment
reduction. See, e.gBarber Decl., Ex. A; Ahrendt Decl. EA. Then, after the homeowner p

typically $1,450 or $1,850, Defendants regiighe homeowner via Plaintiff's website to

participate in Plaintiffs Home Save Programotifies the homeowner that he or she needs {o

contact his or her “Housing Counselortioé Neighborhood Assistance Network of HUD
Housing Counselors,” and proesl Plaintiff's telephone number and internet address for d

so. SeeCooney Decl., Ex. C; Barber DedEx. B; Ahrendt Decl. Ex. F.

ay'S

oing

Regarding the fourth factor—similar matkey channels—Defendants and Plaintiff bpth

use the internetSeeExum Decl., |1 5-7.

Regarding the fifth factor—evidence adtual confusion—Plaintiff has submitted

significant evidence of actual confusion by feDefendants’ dissatisfied customefee, e.g|

Martin-Alexis Decl., 11 6-8; Coay Decl., 11 6-8; Barber Decfl{ 5-7; Ahrendt Decl. 11 9-1

Most tellingly, regarding the sixth factor-efitndant’s intent—Defendants’ use of all

four of Plaintiff’'s marks, combinedith Defendants’ conduct towds its customers that likely

violates California laws, indicates tHaefendants are acting in bad falth.

4. Third element; Defendants’ usas in interstate commerce

o

Plaintiff will be able to show that Defendahtise occurred in interstate commerce, dgiven

that Defendants’ statements appear on websites available to anybedJimted States and

First One sent materials to consenmin Georgia and New Mexic&eeMcNamara Decl. Ex.

"The Court discusses Defendants’ likely viadas of Sections 2948land 2944.7 of the
California Civil Code in a ler section of this order.
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G, F. Furthermore, Dendants have multiple customers across the naBeeMartin-Alexis

Decl. (customer who lives in Nd¢rCarolina); Ahrendt Decl. (ctamer who lives in Wisconsin).

5. Fourth element: Defendants’ use isn connection to services
Plaintiff will be able to show that Defendants’ use occurred in connection to servig
because Defendants’ use of Plaintiff's fomarks occurred in comation to Defendants’
promotion of and contact wittustomers about its serviceSee, e.gBarber Decl., Exs. A, B;
Ahrendt Decl. Exs. A, FCooney Decl., Ex. C.
6. Fifth element: Defendants’ usehas and is likely to damage
Plaintiff
Plaintiff will likely be able to show that is has been anlil continue to be harmed by
Defendants’ use of false and naiatling claims of affiliationLoss of good will or the loss of
the ability to control one’s own reputationasognizable harm under the Lanham Aee
Stuhlbarg Intern. Sales Co., Inc.John D. Brush and Co., In@40 F.3d 832, 841 (9th Cir.
2001). Customers’ conflation of Defendanighwrlaintiff is harmful because Defendants’
conduct leaves many customers feeling thay had been cheated or ripped &@te, e.g.,
Martin-Alexis Decl., {1 7-8; Coay Decl., { 8; Barber Decl.,A] Ahrendt Decl., § 10; Arvizu
Decl., 11 8-10. Such confusion interferes with Plaintiff's right to control its own reputatig
has caused and will continue to caadess of Plaintiff's good will.SeeExum Decl., 1 5-6,
12-14; Baber-Smith Decl., §{ 3-6.
7. Conclusion
In sum, Plaintiff is likely tosucceed on the merits of fedse association claim under
Section 43(a)(1)(A).

ii. Plaintiff is likely to suffer irreparable harm

es,

n and

Plaintiff satisfies both th&/interand sliding scale test because Plaintiff has shown that it

will likely suffer “irreparable harm in the absence of preliminary relidé/inter,555 U.S. at 2
Alliance for the Wild Rockie$32 F.3d 1127, 113®th Cir. 2011).
“[Nrreparable injury may be presumed fnca showing of likelihood of success on the

merits of a trademark infringement claimBrookfield Communications, Inc. v. W. Coast Er
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Corp, 174 F.3d 1036, 106@th Cir. 1999)see also Abercrombie & Fitch Co. v. Moose Crgek,

Inc., 486 F.3d 629, 633 (9th Cir. 200¥)ision Sports, Inc. v. Melville CorB88 F.2d 609, 61
(9th Cir. 1989) (“In trademark infringement enfair competition actions, once the plaintiff
establishes a likelihood @bnfusion, it is ordinarily presned that the plaintiff will suffer

irreparable harm if injunctive relief is not granted.”).

NJ

Even without this presumptioR/aintiff will likely suffer irreparable harm in the absence

of a preliminary injunction. Téapotential loss of good will dhe loss of the ability to control
one’s reputation constitutes irreparable harnpiorposes of prelimery injunctive relief. See
Stuhlbarg Intern. Sales Co., Inc.John D. Brush and Co., In@40 F.3d 832, 841 (9th Cir.
2001) (“Evidence of threatened loss of prdpre customers or goodwill certainly supports
finding of the possibility of irreparable harm.AppleComputer, Inc. v. Formula Int’l Inc725
F.2d 521, 526 (9th Cir. 1984) (fimdj irreparable injury where fstrict court could reasonably
have concluded that continuing infringement vabrdsult in loss of condl over [plaintiff's]
reputation and loss of good will”). The lossgafod will and damage to reputation are
considered irreparable due to the inherifiticulty in quantifying such loss.See Rent-a-Cent
Inc. v. Canyon Telision & Appliance944 F.2d 597, 603 (9th Ci1991) (“[W]e have also
recognized that intangilinjuries, such as damage to omgpiecruitment efforts and goodw
qualify as irreparable harm.”).

Defendants contend that Plaintiff has nad anll not be irreparably harmed because
Plaintiff continues to enjoy an excellent repudatand is a non-profit that, by definition, can
suffer lost profits. Opp’n to MPI at 10-11. &ICourt rejects those argument as a matter of
and for the same reasons it did samalyzing the Motion to Dismiss.

To the extent that Defendants challenge thicsency of Plaintiff's evidence, courts in
the Ninth Circuit have granted preliminary injaioos for a claim under the same statute at
here because evidence that omie customer was dissatisfied with the defendant’s product
enough to show a likely “irreparable injuly [plaintiff's] reputation and goodwill."SeeAFL
Telecomms. LLC v. Fiberoptic Hardwaitd_C, 2011 U.S. Dist. LEX$ 106889 *19-20, *27 ([
Ariz. 2011) (granting preliminary injunctioon plaintiff's claim under 15 U.S.C. §
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1125(a)(1)(A) based on defendargae of a modified version die plaintiff's product that

plaintiff did not authorize for dain the U.S.). Here, Plaiftihas presented declarations fror

five First One customers demonstrating actual esioh as to an affiliation between First Onge

and Plaintiff and dissatisfao with First One’s services.

Furthermore, Defendants’ alleged schamkure desperathomeowners intpayingone
to two thousand dollars each totain mortgage assistance servitiest Plaintiff offers to the
publicfor freeis obviously contrary to Plaintiff's core missio®BeeExum Decl., § 12-14.
Because Plaintiff's Home Save Program is free is promoted as freany perceived affiliati
between First One and Plaintifillngive consumers the false ingssion that Plaintiff is being
deceptive. Id. Homeowner will likely believe that, whilelaintiff does not technically charg
homeownersits purported affiliate First One, charges over a tisamd dollars, as a gate kee
for Plaintiff's services.|d.

Finally, First One’s false representati@fsaffiliation are harmful to Plaintiff's
reputation, even if the homeowrmrentually learns that Plainti§ not affiliated with First On
Id. Homeowners who have paidrard party a fee before workingith Plaintiff are much mor|
likely to view the entire mortgage modificai business, including Plaintiff's Home Save
Program, as a scam.

In sum, Plaintiff has easilghown that Defendants are cangsand will continue to caus
Plaintiff irreparable harm.

iii. The balance of the equities p sharply in Plaintiff's favor

n

[

per

[1°)

1

Plaintiff satisfies both th&/interand sliding scale test because Plaintiff has shown that

the equities tip sharply in its favoBee Winter555 U.S. at 20 (“balance of equities tips in
[plaintiff's] favor”); Alliance for the Wild Rockie$32 F.3d 1127, 113®th Cir. 2011) (“a
balance of hardshipsdhtips sharply towards the plaintiff”).

The balance of equities weighsavily in Plaintiff's favor. Plaintiff has a strong interes
In protecting its reputation amgbodwill, which will be irreparaly harmed if a preliminary
Injunction is not issuedSeeExum Decl., 11 5-6, 12-14. Defendants, in contrast, have no

legitimate interest in continuing to make fatdatements about First &8s services and false
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and misleading statements about First On#sagion with Plaintiff. Thus, Defendants will
suffer no actual harm if the injunction issues.
iv. A preliminary injunction is in the public interest

Plaintiff satisfies both th&/interand sliding scale test because Plaintiff has shown §
preliminary injunction isn the public interestWinter,555 U.S. at 20Alliance for the Wild
Rockies632 F.3d 1127, 113®th Cir. 2011).

All too frequently, intellectual property distes between two faceless entities can m
the judiciary appear to the public like a mbaendmaiden to corpate interests, blessing
corporations’ efforts to commdgtian ever-growing swath of éhnation’s intellectual capital.
This case is a refreshing reminder that the pglisyification for trademark law is to protect
human beingsnot corporation&. The purpose of the Lanham Act is “to protect the public”
false and deceptive practices that tgemnfusion in the marketplac&l-Haul Int’l, Inc. v.
Jartran, Inc, 681 F.2d 1159, 1162 (9th Cir. 1982) (ufstiog preliminary injunction and notin
that “[u]nlike prior law, the Laham Act is directed towamglotecting the consumer”). The
Lanham Act accomplishes this gy allowing a trademark ownéo “prevent| | others from
duping consumers into buying a product they mistakenly believe is@@ohby the trademar
owner.” Mattel, Inc. v. Walkig Mountain Productions353 F.3d 792, 806 (9th Cir. 2003ge
also1l5 U.S.C. § 1127.

A preliminary injunction enjoining Defendarft®m making false stements about Firs
One’s services and false and misleading statesvadout its affiliation vih Plaintiff would be
extremely beneficial to the public. Defenddrsicheme has caused significant harm to

vulnerable members of the public. Defendastsieme also would apar to violate a numbet

8 As Judge Nelson of the Supref@eurt of Montana recently noted, there is a differendtke.
Tradition P’ship, Inc. vAttorney Gen. of Stat@63 Mont. 220, 275-7@011) (Nelson, J.
dissenting) (“Corporations are ingersons. Human beings are persons, and it is an affront

inviolable dignity of our species that courtsseareated a legal fiction which forces people-

human beings—to share fundamental, natughitsi with soulless creations of government.”).
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of consumer protection laws, including Sentk944.6 of the California Civil Code (which
requires any person providingalo modification services farovide written notice that the
services may be obtained fronhet sources free of charg&ection 2944.7 of the California
Civil Code (which prohibitsmay person providing loan modifitan services from collecting
advanced fees); Section 1770 of the Californial@ode (which prohibits misrepresentatior
of affiliation, connection or association); a@dlifornia’s Financial Iformation Privacy Act
(which prohibits the sharing ofrfancial information). Furthermore, Defendants appear to
violation of a May 4, 2011 California DepartmerhtReal Estate order to desist and refrain f
“[d]lemanding, claiming, collecting and/oraaving advance fees for loan modification
services.” SeeMcNamara Decl., Ex. P. The publidenest would be served by the requests
injunction, which, among othéhings, would prohibit Defends from making a number of
specific false or misleading statements it currently uses to perp#taatdeceptive scheme.
v. Conclusion

In sum, Plaintiff is entitled to a eliminary injunction under either tiWinteror the
sliding scale test.

IV. Disposition

For the foregoing reasons, the Court: (1)NDES Defendants Motion to Dismiss (Dkt
8); and (2) GRANTS Plaintiff$otion for Preliminary InjunctiorfDkt. 13). Specifically, the
Court ORDERS that First One, Vescera, tlagients, employees, atteys and all those in
active concert or participatn with them are gained from doing the following conduct:

1. Making any statements trae calculated to or likely toreate the impression that
First One and NACA are affiliatd, connected or associated,

2. Using the word NACA idividually or as part of NACA’s web address,
www.naca.com, on any website controlled by Deéants or its agents, @ny advertising or
promotional materialsyr in any other written materialsquided to First One’s customers or
potential customers;

3. Referring any person to NACA,
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4. Registering any person to becomBACA member through NACA'’s website,
www.naca.com;

5. Providing any person with NACAtelephone number, 1-888-302-6222;

6. Making any statements thare calculated to or likely toreate the impression that
First One, either individually or through an affiliated compaprovides loan modification
services;

7. Making any statements thare calculated to or likely toreate the impression that
First One, either individually or through an affiliated compagprovides housing counseling
services;

8. Making any statements thare calculated to or likely toreate the impression that
First One is approved by the U.S. Departnadrtiousing and Urban velopment (“HUD”) to
provide housing counseling services;

9. Making any statements thedvise consumers not to provide information to other
websites;

10. Making any statements that are calcul&dear likely to create the impression that
only attorneys can provideda modification services;

11. Making any statements that are calculated to or likely to create the impression

consumer has been pre-qualified for a loan feation unless the consuaris lender has state

that the consumer is pre-qualified in writing;
12. Using the phrase “Home Save” ordiide Save Program” in any advertising,
promotional materials, or othenaterials provided to customers or potential customers; an
13. Using the phrase “Neighborhood Assmste,” in any advertising, promotional

materials, or other materials provid@dcustomers or potential customers.

DATED: May 15, 2012

/{;5230725 Cﬁ Ci;udzidj
DAVID O. CARTER
WUNITED STATESDISTRICT JUDGE
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