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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA
SAN JOSE DIVISION

NORTH COAST MEDICAL, INC., a Californig  Case No.: 13-CV-03406-LK
corporation

Plaintiff,
ORDER DENYING IN PART
PLAINTIFF'S MOTION FOR PARTIAL
SUMMARY JUDGMENT; NOTICE OF
INTENT TO GRANT SUMMARY
JUDGMENT IN FAVOR OF
DEFENDANT

V.

HARTFORD FIRE INSURANCE COMPANY,
a Connecticut corporation,

Defendant.

N N N N N N e e e e ”

Plaintiff North Coast Medical (“North Coast”)itrated this litigation against its insurer,
Hartford Fire Insurance CompafiHartford”), for declaratory judgment and breach of insurance
contract.SeeECF No. 1. The crux of North Coast’s clainthait Hartford had a duty to indemnify
and defend North Coast in underlying litigatiomg@ig in the U.S District Court for Southern
District of New York.See idNorth Coast has filed a Motionrf@artial Summary Judgment, in
which North Coast contends that several exchssto the insurangeolicy on which Hartford
relied to deny coverage shouldt apply as a matter of laBeeECF No. 22. Hartford has filed an
Opposition,seeECF No. 35, and North Coast has filed a RepbdgECF No. 28. The Court finds
the Motion suitable for decision without oral angent pursuant to Civil Local Rule 7-1(b), and

therefore VACATES the hearing set for February 20, 2014. The Court further CONTINUES th
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Case Management Conference set for Febr2@y2014 to March 26, 2014, at 2 p.m. Having
considered the briefing, the record in this casd,agplicable law, the Court DENIES in part the
Motion and provides notice of itstamt to grant summary judgmentfavor of Hartford, the non-
moving party, for the reasons stated below.
I BACKGROUND

A. The Insurance Policy

North Coast purchased an insurance pdiioyn Hartford in November 2010, and the
policy, which was renewed for two subsequesdrg, was effective until November 1, 2013. ECF
No. 1 § 7. Pursuant to the policy, Hartford &gi¢o indemnify and defend North Coast to the
extent that North Coast was pdtiafly liable for “personal anddvertising injury.” ECF No. 1 |
10. “Personal or advertising imyf was defined to include inpy arising out of, among other
things, “[ijnfringment of copyright, slogan, or tittd any literary or artistic work in your
‘advertisement.” ECF No. 22 at 6.

The policies further contained three exclusitra are the subject of the instant motion.
First, the insurance policies contained an exctufor damages arising out of infringement of
certain intellectual propty rights. That exclusion, calledelfintellectual Poperty Exclusion,”

precludes coverage for:

(1) “Personal and advertisingumy” arising out of any actuar alleged infringement or
violation of any intellectugbroperty right, such as copyhg patent, trademark, trade
name, trade secret, service mark or ottesignation of origior authenticity; or

(2) Any injury or damage alleged in any claim*suit” that also allges an infringement or
violation of any intellectugbroperty right, whether suctiegation of infringement or
violation is made by you or byther party involved in the @im or “suit”, regardless of
whether this insurancgould otherwise apply.

However, this exclusion does not applyhié only allegation in the claim or “suit”
involving any intellectual propty right is limited to:

(1) Infringement, in your “advertisement” of:

(a) Copyright;
(b) Slogan;or
(c) Title of any literay or artistic work; or

(2) Copyright, in your “advertisement”,erson’s or organization’s “advertising
idea” or style of “advertisement”.
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ECF No. 8 § 53.

The language of the Intellectual Propertyclsion was modified as part of the 2011
renewal of the insurance policy. The initial pgls exception to the ekusion for slogans was
narrower. That exception stated that the excludmas not apply where the alleged infringement
the underlying suit related to “|span, unless the slogan is astrademark, trade name, service
mark or other designation of origar authenticity.” ECF No. 8  52.

The second exclusion thattige subject of the instant matids the “Prior Publication

Exclusion,” under which covega does not extend to:

“Personal and advertiginnjury” arising out of oral, wrten or electronigpublication of
material whose first publication took placddre the beginning of the policy period.

ECF No. 8 § 51.
The third and final exclusion at issuetire instant motion is the “Knowing Violation

Exclusion” under which the insance policy does not cover:

“Personal and Advertising Injury” arising oot an offense committed by, at the direction
or with the consent or acascence of the insured with the expectation of inflicting
“personal and advasing injury.”

ECF No. 8 1 54.

B. The Underlying Litigation

On March 8, 2013, prior to the commencenwdrthe underlying litigation, Fabrication
Enterprises, Inc. (“Fabrication®he plaintiff in the underlying ligation, sent a letter to North
Coast demanding that North Coast cease U3iIHERA-PUTTY” because such use infringed
Fabrication’s registered trademark and creatadusion. ECF No. 23 1 2. North Coast refused tg
stop using “THERA-PUTTY.”

Accordingly, on April 16, 2013, Fabrication fisted the underlying litigation in the U.S.
District Court for the Southern District of New York, seeking injunctive relief and damages for
North Coast’s use of Fabrication’s tradekn@HERA-PUTTY.” ECFNo. 23, Ex. A (*N.Y.
Compl.”). The complaint in the underlying actidieged that Fabrication’s predecessor had beer|
using “THERA-PUTTY” since 1962and that the mark was feddyaregistered in 1990. N.Y.

Compl. 1 9. Fabrication, since beiagsigned the rights, has sold sisgve exercise putty with the
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name “THERA-PUTTY.” N.Y. Compl. § 11. Thenderlying complaint alleges that North Coast
also manufacturers an exercpagty known as “THERA-PUTTYWithout the authorization or
consent of Fabrication. N.Y. Compl. 1 12. Acdagly, the complaint statl causes of action for
trademark infringement and false dgsation of origin. N.Y. Compl. { 17-27.

On May 10, 2013, Fabrication filed an amethdemplaint in the underlying litigation,
alleging substantially the same facts, idiag causes of action for common law trademark
infringement, unfair competition, and consumer freaeeECF No. 23, Ex. A (“Amended N.Y.
Compl.”). North Coast answered the amendedmaint in the underlyindjtigation on May 24,
2013.SeeECF No. 23, Ex. B.

C. Thelnsurance Dispute and ThisLitigation

In May 2013, North Coast tendered defeofsthe underlying litigation to Hartford.
Hartford requested more information, and onyM&, 2013, North Coast’s @1 Operating Officer
provided that information, indicatynto Hartford that North Coaktad been advertising and selling
THERA-PUTTY, a therapeutiexercise putty, since 1983eeECF No. 28-2. On May 17, 2013,
Hartford, through its claims managementveses company, Sedgwick, denied cover&peECF
No. 23, Ex. C. In the letter denyimgverage, Hartford stated triae allegations ithe underlying
litigation do not meet the definition of “personalartising injury” in thensurance contract, and
that three above-mentioned exctus—the Intellectual Property Elision, the Prior Publication
Exclusion, and Knowing Vialtion Exclusion—appliedsee id Accordingly, Hartford stated that it
would not defend or indemnify North Coast.

On June 10, 2013, North Coast, through coyrsselght reconsideration of Hartford’s
initial decision.SeeECF No. 28-4. The letter seeking reddesation indicated that North Coast
had been using “THERA-PUTTY” since seven ydagfore Fabrication’s 199%@deral registration.
See idIn response, on June 27, 2013, Hartford reaéfdnts denial of coverage. In the letter,
Hartford, having considered the amended compiaitite underlying litigation, stated that Prior
Publication Exclusion applied bause North Coast had beemgsiTHERA-PUTTY” prior to the

inception of the insuramrcpolicy in November 201&GeeECF No. 23, Ex. D. The letter further
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stated that the Intellectual Property Exatusapplied, as “THERABTTY” was not a slogan
since it was a product name and adirief attention-getting phrasgee id Finally, the letter
indicated that the Knowing Vidlen Exclusion applied because Nofoast continued to infringe
even after receiving demand to ceasgee id

On July 23, 2013, North Coast brought the inslitigation against Hartford for declaratory
relief and breach of insurance contr&#e ECF No. 1. On September 18, 2013, Hartford
answered. See ECF No. 8. In its Answer, Hartidlelged several affirmative defenses, including,
inter alia, that the three exclusions dissed in its letter to Nort@ioast precluded coverage. On
October 9, 2013, the case was assipto the undersigned judggeeECF No. 14. On October 28,
2013, before the Court’s initial case managensenterence or any discovery, North Coast filed
the instant Motion for Réial Summary JudgmenBeeECF No. 22. Specifically, North Coast seek
partial summary judgment that the theeelusions discussed above do not appse idNorth
Coast also requested judicial wetof Patent and Trademark @#i proceedings along with its
Motion. SeeECF No. 24" Hartford filed an Opposition on December 11, 2@@&ECF No. 28.
North Coast filed a Reply on January 17, 2(8&eECF No. 35.
. LEGAL STANDARDS

A. Summary Judgment

The standards for partial summary judgmenet identical to the standards for summary
judgment.See E.piphany, Inc., v. Stalt Fire & Marine Ins. Cq.590 F. Supp. 2d 1244 (N.D. Cal.
2008). Under Federal Rule of Civil Procedure 56, summary judgment ispaape if, viewing the
evidence and drawing all reasonable inferencéisaright most favorable to the nonmoving party
there are no genuine disputedues of material fact, and th@want is entitled to judgment as a
matter of law. Fed. R. Civ. P. 56(&elotex Corp. v. Catretd77 U.S. 317, 322 (1986). A fact is

“material” if it “might affect the outcome of ¢éhsuit under the governing law,” and a dispute as tc

! The Court GRANTS this unopposed request forgiadlinotice, as the Court may take judicial
notice over undisputed public documer@seDisabled Rights Action Comm. Las Vegas Events,
Inc., 375 F.3d 861, 866 n.1 (9th Cir. 2004) (grantinggiadinotice over “undiputed matters of
public record”).
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material fact is “genuine” if theris sufficient evidence for a reasbtetrier of fact to decide in
favor of the nonmoving partyAnderson v. Liberty Lobby, In&77 U.S. 242, 248 (1986). “If the
evidence is merely colorable, or is not sfgpaintly probative,” theCourt may grant summary
judgment.ld. at 249-50 (citation omitted). At the summauggment stage, the Court “does not
assess credibility or weigh the evidence, but sindelrmines whether there is a genuine factua
issue for trial."House v. BeJl547 U.S. 518, 559-60 (2006).

The moving party has the burden of demonstratiegabsence of a genuine issue of fact f
trial. Celotex 477 U.S. at 323. To meet its burden, ‘theving party must either produce evidenc
negating an essential element of the nonmopaaty's claim or defense or show that the
nonmoving party does not have enough evidenem @ssential element to carry its ultimate
burden of persuasion at triaNissan Fire & Marine Ins. Co. v. Fritz Companies, Ir&l0 F.3d
1099, 1102 (9th Cir. 2000) (citation omitted). Oncerttwing party has satisfied its initial burden
of production, the burden shifts ile nonmoving party to show thidiere is a genuine issue of
material factld. at 1103.

B. Rule 56(f)

Under Rule 56(f) of the Federal Rules o¥/ilCProcedure, “[a]fter giving notice and a

reasonable time to respond,” the Court may “grant summary judgment for a nonmovant.” Fed,

Civ. P 56(f). “[D]istrict courts are widely acknowledged to possess thepim enter summary
judgmentssua sponteso long as the losing party was on notice that she had to come forward
all of her evidence.Celotex Corp.477 U.S. at 326. “A districtourt maintains the discretion to
grant a non-moving party summary judgment, ewbere the nonmovant does not file a cross-
motion for summary judgment&cton v. City of Columbia, Mo436 F.3d 969, 980 n. 5 (8th Cir.
2006).
[11. DISCUSSION

In the instant Motion, North Colsontends that ththree exclusions discussed above—th
Intellectual Property Exclusiothe Prior Publication Exclusn, and the Knowing Violation

Exclusion—do not apply in this casnd that therefore North Coasentitled to partial summary

6
Case No.: 13-CV-03406-LHK
ORDER DENYING IN PART PLAINTIFF'S MOTION FOR PARTIAL SUMMARY JUDGMENT; NOTICE OF
INTENT TO GRANT SUMMARY JUDGMENT IN FAVOR OF DEFENDANT

D

vith

112




United States District Court
For the Northern District of California

© 00 N o o A w N Pk

N N N N DN DN DN NN R R R R R R R Rp R
0o N o 0N WN P O ©OW 0o N O o~ WwWN B O

judgment on Hartford’s assertions of these exclusions as affirmative defeede€F No. 22.

The parties appear to agree ttia applicability of the Intellectual Property Exclusion and the
Prior Publication Exclusion presgpoure questions of law, on wihico further factual development
is necessantate Farm Fire & Cas. Co. v. Yukiyo, Lt870 F. Supp. 292, 294 (N.D. Cal. 1994)
(“Where the terms and conditions of an insurgmaiécy constitute the entire agreement between
the parties, its interpretationessentially a question of law, pattlarly well-suited for summary
judgment.”). With respect to éhKnowing Violation Exclusion, hogver, there is some dispute
regarding whether development of the underlyitigation could affect Hartford’s dutieSeeECF

No. 28 at 18-19 (Hartford’s conteati that with respect to the guib indemnify, further factual

development is needed on the Knowing ViolatiorlEgion). Nonetheless, if any single one of the

exclusions clearly apply as a matter of law, thatispositive of the inanht action, since Hartford
would not have a duty to defend or indefyif an exclusion clearly applies.

Before the Court turns to interpretation of ¢xelusions at issue in the instant case, the
Court summarizes some basic principles of inscedaw in California. dder California law, an
insurer has a broad duty to defend insured estdgainst claims that create a potential for
indemnity.See Montrose Chem. Corp. v. Sup, €Cal. 4th 287, 295 (1993). The duty to defend
broader than the duty to indemnifyee Horace Mann Ins. CO. v. Barbara 8Cal. 4th 1076,
1081 (1993). While the duty to defend is brdamkvever, the duty to defend is not unlimited.
Waller v. Truck Ins. Exchange, Ind1 Cal. 4th 1, 19 (1995). In @emining whether there is a
duty to defend, courts must look to the complairthe underlying litigabn and “all facts known
to the insurer from any source&Sée Montrose Chem. Corp. Cal. 4th at 300.

In interpreting an insurance policy, the Courstflooks to the languag# the policy itself.
The “clear and explicit meaning” tiie provisions “interpreted itheir ordinary and popular sense
... controls judicial interpretatn unless [the disputed terms anegd by the parties in a technical
sense, or unless a special megns given to them by usage&sée Montrose Chem. Corp. v.
Admiral Ins. Co,. 10 Cal. 4th 645, 666 (1995). “If the meaning a layperson would ascribe to thg

language of a contract of insace is clear and unambiguous,cait will apply that meaning.id.
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at 666-67. “[l]f the disputed terms are ambiguousp@t must attempt to resolve the ambiguity b
adopting the meaning that reflects the objetyiveasonable expectations of the insurédiritkote
Co. v. Gen. Acc. Assur. Cd.10 F. Supp. 2d 875, 881 (N.D. Cal. 2008}t the court is unable to
determine the objective expectatimfdhe insured, the ambiguity is resolved against the insurer
Id. at 882.

With these principles in mind, the Court ntwvns to the Intellectual Property Exclusion.
There is no dispute that thetétlectual Property Exclusion, which precludes coverage for
trademark infringement disputes, would apply Herbar coverage unless an exception to the
exclusion applied. Specifically, Min Coast contends that the extep to the Intellectual Property
Exclusion for circumstances in which the allegg#dngement occurs ia “slogan” should apply
here.SeeECF No. 22 at 11-12. Hartford contendscantrast, that the alleged trademark
infringement in the underlying litigation here—North Coast’s use of “THERA-PUTTY”—is not
infringement in a slogan, but merelyimringement in the product’s naneeeECF No. 28 at 11-
17.

In Palmer v. Truck Ins. Cp21 Cal. 4th 1109 (1999), the California Supreme Court
addressed the definition tflogan” in a coverage dispute with arsurance contract similar to that
at issue here. The insurance policyPmimerprovided coverage for “Advasing Liability,” which

included “[ilnfringment of copyrighor of title or of slogan,” buéxcluded coverage “with respect

to advertising activities for infringement of regigértrade mark, service mark or trade name . . .|.

Id. at 1114. There was an exception to the exatusihen a title or slogan was at issige.The
dispute underlying?almerconcerned whether the insured inged a trademark for “Valencia” by
naming its real estate complexes “Valenciaagk Apartments,” “Valencia Vista Condominiums,’
and “Valencia Terrace Apartmentsd’ at 1112-13. A jury in the litigation underlyirRplmer

found that the insured’s “use of the mark MANCIA was likely to caus confusion, infringing

and a false representationafalse designation of originld. at 1113 (internal quotation marks
omitted). The jury did not find that the insuredrimged any of the accusing party’s slogans, only

the “Valencia” markld. The California Supreme Court heltat the “slogan” exception to the
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trademark exclusion did not apply. The Californigome Court held thatd] slogan is a brief
attention-gettingphraseused in advertising or promotion ophraseused repeatedly, as in
promotion.”ld. at 1120 (emphasis in original; interr@tations and quotation marks omitted).
Accordingly, the California Supreme Court found ttiae infringing use of a trademark that is
merely a wordn a phrase used as a slogan is nos#ime as the infringing use of a slogdd.”
(emphasis added). The California Supreme Cantleided that “[w]hile there may be instances
where the name of a businesyqurct or service, by itself, issa used as a slogan, the name
‘Valencia’ was not."ld.

Applying this definition of “éogan” in the instant case, the Court finds that “THERA-
PUTTY” is not a “slogan” that is exempteain the Intellectual Property Exclusion. “THERA-
PUTTY” is a single word—not a bifi@ttention-getting phrase arphrase utilizedepeatediy.In,
the litigation underlying the instanase, Fabrication did not ajle that North Coast allegedly
infringed Fabrication’s trademaby using any sort of phrasgee Aloha Pacific, Ine. California
Ins. Guarantee Ass,1Y9 Cal. App. 4th 297, 317 (holding thieere was no slogan infringement
when in the underlying action, the court found imiement of “Rusty’s Island Chips” and “Island
Chips"—trademarks and trade dress, not slog&egher, Fabrication’s eention was that North
Coast infringed by using the name of the product itS&é&N.Y. Compl. at 7 (requesting as relief
“destruction of all infringing product”); Amended Y..Compl. at 11 (same). This case is therefor
similar toInterstate Bakeries Corp. v. One Beacon Ins, €63 F. Supp. 2d 799 (W.D. Mo. 2011)
where a district court in Missouri, after surveyintgrpretations of “slogan” in insurance policies,
concluded that “Nature’s Own"—the nametbé plaintiff's breadrand that was being
challenged—was not a slogan. WhiledRalmer, the California Supreme Court indicated that theré

may be instances in which the name of a progualso used as a slagahere is no indication

2 North Coast contends that “THERA-PUTTY"risore than a single word, because it merges the
words therapeutic and puttgeeECF No. 22 at 11. The Coustnot persuaded. “THERA-
PUTTY” is better viewed as a portntaau, which is defined as “[ajord formed by blending
sounds from two or more distinerds and combining their meanings&eOxford English
Dictionary (3d ed. 2006) (emphasis added).
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from the complaint in the undertyg litigation or the record ithe instant case that “THERA-
PUTTY” was used as a slogan, in addition to a prodame by either Fabrication or North Coast
Courts that have found phragese slogans have had much clearer evidence that the
phrase in question was used as an advertisgiméa For example, th8ixth Circuit found that
“The Wearable Light” was a slogan where thaiggle appeared below the name of the product,
“SAPPHIRE” (a LED flashlight) irsmaller type in advertisingincinnati Ins. Co. v. Zen Design
Grp., Ltd, 329 F.3d 546, 556 (6th Cir. 2003). Similatlye Ninth Circuit held that alleged
infringement that stemmed from the insured’s afsthe phrase “Steel Cain” triggered a duty to
defend because the underlying cdanmt brought by the NFL suggested that “Steel Curtain” was
used to promote fan loyalty to the Pittsburg Steeldusison Ins. Co. v. Colony Ins. C624 F.3d
1264, 1268 (9th Cir. 2010). Accordingly, the Ninth Circuit affirmed the district court’s conclusi
that alleged infringement of “8¢l Curtain” was alleged slogarfringement since “Steel Curtain”
was a “brief attention-getting phrassed in advertising or promotiorSee id(quotingPalmer, 21
Cal. 4th at 1120. Unlike these cases, both the tanipn the underlying ligation and the record
in the instant case suggestythat both Fabrication and Kb Coast were using “THERA-
PUTTY” as a name of the product, ras a phrase thavokes the producgeeN.Y. Compl. § 11
(“Fabrication sells its resisitive exercise puttyder its THERA-PUTTY mark in interstate
commerce throughout the United States.”); Amended N.Y. Compl. T 11 (3&oe)rdingly, the
Court holds that as a matter of law, the “slogaxception to the Intelttual Property Exclusion
was not implicated by the complaint in the ungieg litigation, and therefore, the Intellectual

Property Exclusion applies here.

% North Coast contends that the change iHahguage of the insurance policies between the
original policy and the amended policies demonstithieparties’ intent to cover product names 3
slogansSeeECF No. 22 at 12. Specifically, North Coashtends that the original policy excepted
from the Intellectual Property Ebusion any “[s]logan, unless theoghn is also a trademark, trade
name, service mark or other designation of oragiauthenticity.” ECF M. 8 § 52. In contrast, the
new policies excepted all slogans from thellateéual Property Exclusion. ECF No. 8 { 53. The
Court, however, does not considleis change in the language the purposes of discerning the
intent of the parties, because tlanguage of the policy itself ¢dear. Accordingly, the language is
dispositive, and the Court may Hobk to the parties’ intenSee Montrose Chem. Cor0 Cal.
4th at 666-67.
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The Court’s finding as a matter of law tha timtellectual Propertixclusion applies is
dispositive of the case. Hartford is not requit@defend or indemnify NdmtCoast with respect to
the underlying litigation. There i® need for the Court to deterraiwhether the other exclusions
in the insurance policy apply.eBause the Court’s conclusion regarding the Intellectual Property
Exclusion is dispositive, theddrt intends to grant summary judgnt in favor of Hartford, a non-
moving party. Because Hartford has not moved,éw@s, the Court, in an abundance of caution,
provides notice to North Coast undrule 56(f) of the Federal Rules of Civil Procedure, of the
Court’s intent to grant summajydgment. If North Coast persuadine Court that it should not
enter summary judgment in Hartford’s favor ogr thasis of the Intellectual Property Exclusion,
then the Court will consider North Coast’'s Matifor Partial Summary Judgment with respect to
the other exclusions.

V. CONCLUSION

For the foregoing reasons, the Court DENI&E®art North Coast’s Motion for Partial
Summary Judgment. The Cotdurther provides notice pursuantRale 56(f) of the Court’s intent
to grant summary judgment iniar of the non-moving party, Hartfy on the basis of the analysis
above. The parties may respond to this Court'sceadf intent to grant somary judgment within
14 days. The Court notes, however, that it has carefully considered the arguments made on t
briefing in the instant Motion, and that the argants made in those briefs are preserved for
appellate review. Accordingly, any responsethtonotice of intent to grant summary judgment
need only address new legal arguments or thatswere not part dhe instant Motion.

IT ISSO ORDERED.

Dated:Februaryl7,2014 %“A{ {\L M\.

LucY HKoH
United States District Judge
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