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IN THE UNITED STATESDISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

THE BLACK & DECKER
CORPORATION,

BLACK & DECKER INC. and BLACK
& DECKER (U.S.) INC.,

Case No. 11-cv-5426

JudgdrobertM. Dow, Jr.
Plaintiffs,

V.

POSITECUSAINC. and
RW DIRECTINC,,

)
)
)
)
)
)
)
)
)
)
)
)

Defendants. )

MEMORANDUM OPINION AND ORDER
The parties are competing powenpl sellers. Plaintiffs &ge that Defendants infringed

(1) their patents in certain pew tool devices and (2) their trademark-related rights in the

yellow-and-black color combination appearing on Plaintiffi¥ducts and packagirigPlaintiffs

request a jury trial as to all claim&®efendants move tstrike Plaintiffs’jury demand as to their

trademark-related claims for Defendantw’ofits. For the reasons stated below, the Court

respectfully denies Defendantsotion [99].

l. Analysis

Under Federal Rule of Civil Procedure 38(ahete is a right to a jury trial where either

the Seventh Amendment or an ordinaatste of the United States so requirebt’l Fin. Servs.

Corp. v. Chromas Techs. Canada, |ri856 F.3d 731, 735 (7th Cir. 2004). Where a district court

! More specifically, Plaintiffstrademark-related claims allegademark infringement under Section 32

of the Lanham Act, 15 U.S.C. § 1114; unfair cotitjmn, false designation of origin, and trade dress
infringement under Section 43 of the Lanham Act, 15 U.S.C. § 1125; and common law trademark
infringement and unfair competition. See Am. Compl., [50], Counts Il through VI. The Court granted
Defendants'motion for summary judgment as to Count V, which alleged trademark dilution in violation
of Section 43(iii) of the Lanham Act, 15 U.S.C. § 1125(c). [93].
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applies “the substantive law of a state, fedpratedural law controlthe question of whether
there is a right to a jury trial.”ld. Thus, in a case like this, wieePlaintiffs brhg parallel state
and federal trademark-related claims, the qaesis whether the Lanham Act or the Seventh
Amendment creates a jury right.

A. Statutory Right toa Jury Trial

To avoid the constitutital question if possiblethe Court begins with a question that
neither side has addressed: ieetthe Lanham Act creates a right to a jury trial on a claim for a
defendant’s profits. Relevahere is § 1117, which provides:

(a) Profits, damages and costs; attorney fees

When a violation of any right of the regmmt of a mark registered in the Patent
and Trademark Office, a violation under saat1125(a) or (d) of this title, or a
willful violation under sectior1125(c) of this title, shall have been established in
any civil action arising under ichapter, the plaintiff sl be entitled, subject to
the provisions of sections 1111 and 1114 df tile, and subjedb the principles

of equity, to recover (1) defendantgsofits, (2) any damages sustained by the
plaintiff, and (3) the costs of the amti. The court shall assess such profits and
damages or cause the same to be assassied its direcon. In assssing profits
the plaintiff shall be required to prowtefendant's sales only; defendant must
prove all elements of cost or deducticlaimed. In assessing damages the court
may enter judgment, according to thecamstances of the case, for any sum
above the amount found as actual damsaget exceeding three times such
amount. If the court shallrid that the amount of thecovery based on profits is
either inadequate or excessive the court may in its discretion enter judgment for
such sum as the court shall find to bstjwaccording to the circumstances of the
case. Such sum in either of the aboiweumstances shall constitute compensation
and not a penalty. The court exceptional cases may awl reasonable attorney
fees to the prevailing party.

15 U.S.C.A. § 1117 (a).
The plain language of the statute, whichestahat a court “shalissess such profits and

damage®r cause the same to be assessed under its diréaioleast suggests the possibility of

2 SeeNw. Austin Mun. Util. Dist. No. One v. Hold&57 U.S. 193, 205 (2009) (“[1]t is a well-established
principle governing the prudent exercise of this €euyurisdiction that normally the Court will not
decide a constitutional question if there is some ajheund upon which to dispose of the case.” (internal
citation omitted)).



a jury determination in the first instance, evem ifourt may adjust the jury award as it “shall
find to be just.” 15 U.S.C. § 1117(a) (emplsaadded). The statutéreats both profits and
damages together, making no separate provisiothéomanner in which profits are calculated,”
at least suggesting that a right to a jury deteatimm may exist as to botrofits and damages.
Ideal World Mktg., Inc. v. Duracell, Inc997 F. Supp. 334, 339 (E.D.N.Y998). Moreover, as
Judge Weisberg explained, “[t]hat profits weambined with damages in Section 1117 into a
single monetary recovery which constitutes ‘compensation’, rather than included in Section
1116, the section authorizing injunctions, suggests @ongress considered award of profits
more in the nature of damages than as incidental to equitable re@eftdrd Indus., Inc. v.
Hartmarx Corp, 1990 WL 65792, at *7 (N.D. Ill. May 2, 1990).

That said, other cases have indicated that the Lanham Act does not create a jury right. In
Dairy Queen, Inc. v. Wogd369 U.S. 469 (1962), the SuprenCourt addressed whether
plaintiffs requesting a trademark infringer’s profitsd a right to a jury trial. The complaint was
ambiguous in that it arguably alleged breacla éfademark license, trademark infringement, or
both. Id. at 476-77. The Supreme Court held that the plaintiffs had a Seventh Amendment jury
right as to their demand foan accounting of the defendantsofits, reasoning that the
complaint’s request for an accounting was “wholly legal in its natuegidrdless of whether the
complaint was construed to allege a breachooftract, trademark infringement, or bothd. at
477. The Court did not address, as an initial mattbether a statutory right existed. Given the
well-settled constitutionadvoidance doctrine, sééwv. Austin Mun. Util. Dist. No. Oné57 U.S.
at 205, the fact thahe Court resolve®airy Queenon constitutional grounds at least suggests

that it did not believe a statutory right to a jamal existed. Since thelgwer courts addressing



the issue have found no statutory jury rightthAlgh the analysis in these cases is not robust,
this Court is hesitant to find aastitory right to a jury trial giveiairy Queers reasoning.
Accordingly, the Court turns to address etlier a jury right exists under the Seventh
Amendment.

B. Congtitutional Right toa Jury Trial

The Seventh Amendment provides thatr[guits at common law, where the value in
controversy shall exceed twenty o, the right of trial by jurghall be preseng: and no fact
tried by a jury shall be otherwise re-examinedaity Court of the United States, than according
to the rules of the common law.U.S. Const. amend. VIl. Themendment does not create the
right to a trial by jury. Rather, it generallypreserves the substance of the right to a jury trial
which existed under English common law when the amendment was adopfbeérs v.
Loether 467 F.2d 1110, 1113 (7th Cir. 1972).

Courts apply a two-prong test to determine whether the Seventh Amendment preserves a

right to a jury. “Firstwe must ‘compare the* * action to 18th-century actions brought in the

3 In Visible Sys. Corp. v. Unisys Corm51 F.3d 65 (1st Cir. 2008), the First Circuit concluded that
“[ulnder the reasoning of the Supreme Court’s opiniofketiner v. Columbia Pictures Television, Inc.

523 U.S. 340, 118 (1998), construing similar phraseology in the Copyright Act, it seems clear that the
Lanham Act itself does not create a right to a jury trial whenever the remedy of an accounting of
defendant’s profits is sought.ld. at 78. But the statute at issueH@ltnerdid not include the language in

8 1117, providing that a court “shall assess such profits and damagasse the same to be assessed
under its directiod 15 U.S.C. § 1117(a) (emphasis addeldleal World Mktg.also stated that “the Act

does not specifically provide for trial by juryithout citing authority for that conclusion. 997 F. Supp.

at 336. It then offers analysis to the contraryjmgpthat the language “@ause the same to be assessed
under its direction,”15 U.S.C. § 1117(a), “suggests strongly that, like damages, the actual calculation of
profits should be made by the juryarticularly because “the statute treats both profits and damages
together, making no separate provision for the manner in which profits are calculdtedat 339.

Oxford Industriesalso concluded that § 1117 does not create a jury right since, regardless of whether the
court assesses profits or damagesawses either to be assessed undelirgstion, the Court may adjust

the monetary relief. 1990 WL 65792, at *4. However, it also noted the following to the contrary: “That
profits were combined with damages in Section7litito a single monetary recovery which constitutes
‘compensation’, rather than included in Section 1116, the sectibiorainbg injunctions, suggests that
Congress considered an award of profits more im#tare of damages than as incidental to equitable
relief.” 1d. at *7.



courts of England prior to the merger of tloxs of law and equity. Second, we examine the
remedy sought and determine whether it is legadduitable in nature.’The latter inquiry is
more important than the former.Int’l Fin. Servs, 356 F.3d at 735 (quotingull v. United
States481 U.S. 412, 417-18 (1987)). hafre history does not prowd clear answer, we look
to precedent and futional considerations.”City of Monterey v. Dellonte Dunes at Monterey,
Ltd., 526 U.S. 687, 718 (1999).astly, where an action involves bol&gal and equitable issues,
a right to a jury exists as to the legal issuBgacon Theatres, Inc. v. Westqv@s9 U.S. 500,
510-11 (1959) (“[O]nly under the most imperativeatimstances * * * can the right to a jury
trial of legal issues be lostrtsugh prior determination of equit&tlaims.”). Thus, the ultimate
unit of analysis is “the issue to be tried rather than the character of the overall aRmss"v.
Bernhard 396 U.S. 531, 538 (1970).

Defendants move to strike Plaintiffeequest for a jury trial on their trademark-related
claims for Defendantrofits. They do not movt strike Plaintiffs’request for a jury trial on
their patent claims for monetarglief, nor do the parties dismuthat the remaining requests for
injunctive relief are equitable issues to be detibg the Court. Thus, ¢honly issue is whether
Plaintiffs have a right to a jury trial dheir trademark-related claims for Defendamssfits.

Applying the two-prong historicdkst to this issue, the Cawrrives at an inconclusive
result. The history of tradeark actions and remedies lies time murky overlap of law and
equity. As one distriatourt cogently explained,

Trademark law draws on principles demed both at law rad in equity. See

Tandy Corp. v. Malone & Hyde, Inc769 F.2d 362, 364 (6th Cir. 1985).

Although in England and the United Staté®th equity and law courts were

empowered to decide trademark casesstnsmits for trademark infringement

were brought in equity “because injunctive relief was generally considered the

first and most effective step for courts to take in redressing a trademark

infringement,” id. (citing F. SchechterThe Historical Foundations of the Law

Relating to Trademarksat 122—-145 (1925)), and because courts of equity were
additionally empowered to award damagespwofits as incidetal relief. See



Oxford Indus,. 1990 WL 65792 (citing G. Ropsklhe Federal Trademark Jury

Trial—Awakening of a Dormant Constitutional Rigii0 Trademark Rep. 177,

179-180 (1980)); see also 1 Pomes Equity Jurisprudence §81, at 257-258

(Symons 5th ed. 1941).
Ideal World Mktg,. 997 F. Supp. at 3387

Because “history does not provide a cleasvear,” the Court turns to “precedent and
functional considerations.City of Monterey526 U.S. at 718. Key hereairy Queen Also
important is the Seventh Cirtisi explanation of the purposésr an accounting. Although an
accounting is a “typical” exapte of equitable relief)nt’l Fin. Servs, 356 F.3d at 736, an
accounting in the context of a trademark imlgement case may be based on three rationales:
“unjust enrichment, deterrence, and compensatié&oulo v. Russ Berrie & C0886 F.2d 931,
941 (7th Cir. 1989); accoradger Meter, Inc. v. Grinnell Corpl3 F.3d 1145, 1157 (7th Cir.
1994). As to the last rationalegurts in this circuit and othehsawve accepted the proposition that

profits may function as ‘groxy for damages.”"BASF Corp. v. Old World Trading Catl F.3d

1081, 1096 (7th Cir. 1994). In fact, Plaintiffs here clai profits as a proxy for damages.

* For further explanation of the mixed legal and &hié history of trademark actions and remedies, see
George Basch Co. v. Blue Coral, In@68 F.2d 1532, 1537-38 (2d Cir. 199Puisy Grp., Ltd. v.
Newport News, Inc999 F. Supp. 548, 552 (S.D.N.Y. 1998); Thurmsuprg 27—-69; see alsReich v.
Cont’l Cas. Ca. 33 F.3d 754, 755-56 (7th Cir. 1994) (expiag the mixed legal-equitable history of
restitution); 9 Charles A. Wright & Arthur Miller,#D. PRAC. & PRoOC. Civ. 8 2310 (3d ed.) (explaining
the mixed legal—equitable history of an accounting).

® See alsdMowry v. Whitney81 U.S. 620, 653 (1871) (“The profits which are recoverable against an
infringer of a patent are in fact a compensatiorttierinjury the patentee hasastained from the invasion

of his right. They are the measure of his damages. Though called profits, they are really daDaiggs”);
Queen 369 U.S. at 476 (characterizing an accountingpfofits as an “unquestionably legal” action for
damages, regardless of whether the complaint wadroedsto allege a breach of contract, trademark
infringement, or both)George Basch968 F.2d at 1539 (“Historically, aaward of defendant’s profits

has also served as a rough proxy measure of plaintiff's damagésifle Sys.551 F.3d at 79 (“This
circuit, like others, has recognized three ration&esawarding to the plaintiff an accounting of the
defendant's profits: ‘(1) as a rough measure of the harm to plaintiff; (2) to avoid unjust enrichment of the
defendant; or (3) if necessary to protect the npifhi by deterring a willful infringer from further
infringement.”); Maltina Corp. v. Cawy Bottling Cpo613 F.2d 582, 584 (5th Cir. 1980) (noting that
“[s]Jome courts view the award of an accounting as simply a means of compensating a markholder for loss
or diverted sales” without expressly adopting thi&w]); Restatement (First) of Torts § 747 (1938)



Courts allow parties to pursue an awargudfits as a proxy for damages because of the
evidentiary barriers to proving meages. To prove trademarkfringement, a plaintiff must
prove a likelihood of confusion. But to recovenaaes, a plaintiff additionally must establish
“actual confusion”that caused “actual injury, i.e., a lose$ sales, profits, or present value
(goodwill).” Web Printing Controls Co. v. Oxy—Dry Cor@06 F.2d 1202, 1204-05 (7th Cir.
1990)° As one court in thiglistrict explained,

[u]nless he can show diversion of sales, a trademark owner will be hard pressed to

prove damages, and even if he shows[§ttual] confusion of the marks and

[2] diversion of customers it is difficuto show how many customers bought the

infringer's product who would have bougtite trademark owner’s but for the

deception. (Few purchasers of cheap “knockodfiséxpensive goods would have
bought the genuine article.) The damageised by the dilution of the owner’s
goodwill when the infringer's goods are ofenor quality is virtually impossible

to quantify. At least in some circumstas the infringer’s profits may be a rough

measure of the owner's damages, and an award of profits affords some

compensation to the trademark owner.
Oxford Indus, 1990 WL 65792, at *7.

With Dairy Queenand the three rationales in the kadwp, courts have disagreed over

whether a plaintiff demanding anfringer’s profits has a SevdntAmendment right to a jury.

The case law roughly falls intihree categories. The firsategory generally interpre3airy

Queento hold that, where a plaintiff demands an infringer’s profits, a right to a jury trial exists

(Courts historically awarded profits “as an equivalent or substitute for legal damages when equity
jurisdiction was properly invoked for injunctive relief.”).

® See alsdRoulq 886 F.2d at 941 (“Where plaintiff seeks an award of damages, plaintiff must show that
defendant’s infringement caused those losses.”).

" See alsaGeorge Basch968 F.2d at 1539 (“Due to the inherent difficulty in isolating the causation
behind diverted sales and injuregputation, damages from trademark or trade dress infringement are
often hard to establish.”) (collecting cases noting the sdneg| World Mktg,. 997 F. Supp. at 338 (“[A]
consideration of the relevant case law indicates dhaaward of profits has largely served a remedial
function in trademark cases, designed to compengkintiffs for diverted sales and to address the
difficulties of proof inherent in such cases.Daisy, 999 F. Supp. at 552 (noting that profits may be “an
alternative measure of damages becauseedlifficulty of proving actual lost sales.”).



regardless of the theory behind profit# second line of cases sugtethat a jury right may
exist depending on the theory of profits; wherefits are a proxy for damages, a jury right
exists, but where profits are premised on unjust enrichment, a jury right does ndt Ehest.
third group continues to charadize disgorgement as equitable, and some of these cases

distinguishDairy Queenon the ground that involved contract damagéS$.If either the first or

8 See,e.qg, Ideal World Mktg, 997 F. Supp. at 339 (interpretibpiry Queento mean that a jury right
exists regardless of which theaapplies because the constitutional rigghta jury trial cannot depend on
“subtle distinctions” between rationale§rove Fresh Distribs., Inc. v. New England Apple Prods, Co.
1991 WL 3928, at *3 (N.D. Ill. Jan. 11, 1991) (readidajry Queeno hold generally that “an accounting

is a legal claim for damages” and to dismiss the historical exception that applied where accounts were too
complicated for a jury)Oxford Indus. 1990 WL 65792, at *5 (suggting little practical difference
between profits premised on damagersus unjust enrichment; reasoning that, either way, “a claim for a
trademark infringer’s profits is more analogous &u# for damages than one for restitution”; and finding
that an infringement action for profitseated a right to a jury); see alsennedy v. Lakso Co414 F.2d
1249, 1252-54 (3d Cir. 1969)#&sing even more broadly that regardless of whether a plaintiff requests an
infringer's damages or profits, a jury right existsasd the determination will be too complicated for a

jury).

o See,e.g, Sid & Marty Krofft Television Prods., Inc. v. McDonald's Corp62 F.2d 1157, 1175 (9th
Cir. 1977) (finding that where a plaintiff's request # copyright infringer’'s profits was “basically a
money claim for damages,”™ a jury right existed unBairy Queen(quotingSwofford v. B & W, Inc.

336 F.2d 406, 411 (5th Cir. 1964) (samepatent infringement context))yPSS, Inc. v. Ni€009 WL
2579232, at *3 (N.D. Ill. Aug. 19, 2009) (finding thise evidence did not show how profits could be a
surrogate for damages, that the applicable the@y unjust enrichment, that the remedy was therefore
equitable, and that the plaifittherefore had no jury right}Simon Prop. Grp., L.P. v. mySimon, Inc.
2001 WL 66408, at *22 (S.D. Ind. Jd, 2001) (Hamilton, J.) (noting prigury instructions stating that
“one measure of damages for infringement undderf@ trademark law was the amount of defendant’s
profits attributable to use of the infringing marksEmmpresa Cubana Del Tabaco v. Culbro Cpofj23

F. Supp. 2d 203, 209 (S.D.N.Y. 2000) (finding a claim for profits based on unjust enrichment equitable);
Daisy, 999 F. Supp. at 552 (“Whether a profits remedydse legal than equitabln nature depends on
which of these theories provides thasis for the requested profits award”; profits premised on damages
or deterrence create a right to a jury, prdfits based on unjust enrichment do nblydicTrack, Inc. v.
Consumer Direct, In¢.158 F.R.D. 415, 422 (D. Minn. 1994) (“Actions which pursue an accounting for
damagesunder Section 1117, can be—under the ordinary application dbdivg Queenprinciple—
presented to a Jury.” (emphasis adde)Erriam-Webster, Inc. v. Random House, ,Int993 WL
205043, at *2-3 (S.D.N.Y. June 10, 1993) (an unpratichment claim for annfringer's profits is
equitable and does not create a jury righty). Cyanamid Co. v. Sterling Drug, In649 F. Supp. 784,

789 (D.N.J. 1986) (finding no jury right where a plaintiff's theory is unjust enrichment rather than
damages).

10 See,e.g, Fifty-Six Hope Rd. Music, Ltd. v. AV.E.L.A.,, In€78 F.3d 1059, 1075 (9th Cir. 2015)
(ruling that a “claim for disgorgement of profits und&1117(a) is equitablejot legal” and reasoning

that Dairy Queen“does not broadly hold that a Lanham Adcliol for disgorgement of profits is a legal
claim. Rather, the Supreme Court characterize®#igy Queenclaim as a legal claim for damages (not



second view is correct, then Plaffs have a jury right (assumingahtheir theoryof profits as a
proxy for damages has evidentiary support—astioe which the Court addresses further
below).

Neither the Supreme Court nor the Seventicui has addressed which interpretation is
correct, so the Court begins tvithe Supreme Court’'s guidam that, where the historical
Seventh Amendment analysis is uncléare look to precedent and functional considerations.”
City of Monterey526 U.S. at 718. As to precedent, thegleof authority supports the first or
second view more than the third. Consistent \ligse views, numerous courts in this circuit
have tried demands for profits before jurisAs to function, the Senth Circuit has stated
clearly that profits may function as a “proxy for damag@&ASF 41 F.3d at 1096; see also
Roulqg 886 F.2d at 941, a consideration supportingastlthe second view. Also supporting the

second view is the Seventh Circsiidecision in a trademark caseaffirm a jury award that it

disgorgement of profits”)5.A. Modefine S.A. v. Burlingt Coat Factory Warehouse Corg88 F. Supp.
44, 46 (S.D.N.Y. 1995) (“Defendants cibmiry Queen * * * for the proposition that an accounting of
profits can be a legal remedy. However * * * fhairy QueenCourt based its decision on the fact that
the predominant claim was for breach of contraat aot for equitable reli€). (citation and internal
guotation marks omittedioca-Cola v. Cahill330 F. Supp. 354, 355 (W.D. Okla. 1971) (distinguishing
itself from Dairy Queen because the parties “had norachial relationship. Plaintiff's claim is not for
damages for breach of a contract entered into between them.”).

1 See,e.g, R.J. Reynolds Tobacco Co. v. Premium Tobacco Stores208@5 WL 293512, at *1 (N.D.

Ill. Feb. 8, 2005) (jur awarded profits based on unjust enrichmeAgro Products Int'l, Inc. v. Intex
Recreation Corp.2004 WL 5129997, at *3 (N.D. Ill. Dec. 15, 2004) (jury awarded a plaintiff the
trademark infringer’s profits)Simon Prop. 2001 WL 66408 (Hamilton, J.) (“The court instructed the
jury, pursuant to evidence on damages offered bg,3Fat one measure of damages for infringement
under federal trademark law was the amount of defetsdprifits attributable to use of the infringing
marks.”); Hot Wax, Inc. v. S/S Car Car&999 WL 966094, at *7 (N.D. Ill. Oct. 14, 1999) (declining to
overturn a jury award of profitspMorton v. Planet Hollywood (Chicago)993 WL 4137, at *2 (N.D. Il
Jan. 4, 1993) (“Plaintiffs are entitled to a juriatron their claim for an accounting under the Lanham
Act.”); Grove Fresh Distribs.1991 WL 3928, at *3 (denying a motion to strike a plaintiff's jury demand
for recovery of defendantgrofits); Oxford Indus. 1990 WL 65792, at *7 (finding a right to a jury where
a plaintiff requested a trademark infringer’s profiRjjulo v. Russ Berrie & C01988 WL 64094, at *1
(N.D. 1Il. June 10, 1988) (indicating a jury awanfl a copyright and trade dress infringer’'s profits);
Quality Care-USA, Inc. v. Gorenstein Enters., Int987 WL 27307, at *2 (N.D. Ill. Dec. 9, 1987)
(declining to overturn a jury award attributable to a trademark infringer’s profits).



interchangeably characterized as “damages!’ “amofits” and describ& as corresponding with
the plaintiff's “loss of business.Grove Fresh969 F.2d at 554-58, 560.

It bears mentioning that the Seventh Cirtais provided some indications supporting the
even broader first view. The Bmth Circuit’'s pattern jury ingictions, for example, explain
that “[ijn addition to Plaintiff's damages, Ptaiff may recover the pfits Defendant gained
from the [trademark infringement; trade dresgimgement; false advertising]. You may not,
however, include in any award of profits any amount that you took into account in determining
actual damages.” Federal Cidiury Instructions of the 8enth Circuit, 13.6.4 Defendant’s
Profit (2009 rev.). These instructions stahat profits exceeding actual damages—which
logically must be based on unjust enrichmentdeterrence—may be tried before a jury.
Consistent with this view, the Seventh Circhés affirmed a jury award of profits that was
“appropriate under eithea deterrence or unjugnrichment theory even if plaintiff's actual
sustained losses may have been leg?dulg 886 F.2d at 943 For these reasons, the Court
finds that both the first and second views désd above are more persuasive than the third
view. The Court further notesahto the extent that the lagambiguous, any doubts should be
resolved in favor of finding a constitutional jurght, as the “federal piay favoring jury trials
is of historic and continuing strength§imler v. Conner372 U.S. 221, 222 (1963) (collecting
cases, includingDairy Queen, and the risk of error is gater when denying rather than

recognizing a constitutional right.

120n initial glance, this case appears consistent thighthird category, in that it involved trademark
infringement in the context of a license agreemé&n. deeper review, however, it proves distinguishable
from Dairy Queen(and therefore falls outside the third category) because the trademark license expired
pre-infringement. The plaintiffs did not raise any breach of contract claims, nor did they litigate the case
as a trademark infringement claim inteiried with a breach of license claim.

10



While the Court is persuaded that Defendamiotion must be denied, they do raise
several arguments worth addressing in someildefarst, they argue that the second view
enables plaintiffs to manipulate a constitutionay jtight by strategically choosing their theory
of profits. See Mark A. Thurmorknding the Seventh Amendment Confus®nCritical
Analysis of the Right to a Jury Trial in Trademark Casklk Tex. Intell. Prop. L.J. 1, 90-91
(2002). But a plaintiff's label need not contrahd courts must serve as gatekeepers. Where a
plaintiff contends that profits are a substitute for damages, but the evidence indicates otherwise, a
court may strike a jury demand.Indeed, as explained below, the threat to strike a jury demand
remains viable throughout and esv after the trial should Plaintiffs’ proffered theory lack
evidentiary support.

Defendants also argue tHafty-Six Hope Rd. Music, Ltd. v. A.V.E.L.A., In£/8 F.3d
1059 (9th Cir. 2015), offers the correct interpretatioairy Queen Fifty-Six concluded that
Dairy Queen“does not broadly hold that a Lanham Ataim for disgorgement of profits is a
legal claim” because the Supreme Court subsequently charactBaagdQueenas “a legal
claim for damages (not disgorgement of profits)ld. at 1075 (citingFeltner v. Columbia
Pictures Television, Inc523 U.S. 340, 346 (1998)). But to the extent feltner referred to
Dairy Queenas an “action for damages,” 523 U.S. at 3d6elps Plaintiffs hot Defendants. It
suggests that where a plaintiffgreests profits that could be dabed as damages, a jury right

exists*

13 Seee.g, SPS$S2009 WL 2579232, at *8Nie has not developed a theory as to how he suffered actual
damages. Rather, to the extent he is entitled toretary judgment, it is due to the Company’s alleged
unjust enrichment. Nie cannot grant himself the right to a jury trial simply by labeling his claim an
accounting of profits.”).

14 Fifty-Six also contradicts Ninth Circuit precedent without explanation. Sde& Marty Krofft
Television Prods., Inc. v. McDonald’s Carp62 F.2d 1157, 1174-75 (9th Cir. 1977) (finding a jury right
as to an accounting for profits).

11



Related cases from the third view also fail to persuade. These cases consider the profits
in Dairy Queento have been legjanot equitable, because thengalaint involveda breach of
contract claim® However Dairy Queenmade clear that, construing the complaint to allege only
trademark infringement, the remedy was still ledairy Queen 369 U.S. at 477.

Although the Court is unpersuaded by thedhirew, it does peripherally suggest an
important question worth addressing: To thé&eekthat a request for an accounting creates a
jury right under the second view, does it do so/amhen trademark infringement occurs in the
context of a licensing agreement? In otherdspdoes it do so only when an accounting serves
not as the ultimate form of relief but as agedural tool for computing damages based on the
royalty in the licensing agreement?

One measure of trademark damages igeasonable royalty, and one measure of a
reasonable royalty may be an actual royalty licensing agreement. Thus, on first glance, one
could readDairy Queers “accounting to determine the exachount of money owing” to refer
to a procedural tool for computingrdages based on the contractual roy&lt@ut a closer look
suggests otherwise. The agreement there graiméelicensor the right to 50% of the licensee’s
sales 369 U.S. at 474, and the lower court opininakes clear that the accounting was one for

profits, seeMcCullough v. Dairy Queen, Inc194 F. Supp. 686, 687 (E.D. Pa. 1961). If the

5 See,e.g, G.A. Modefine S.A.888 F. Supp. at 46 (“Defendants clairy Queen* ** for the
proposition that an accounting of profits daa a legal remedy. However * * * thairy QueenCourt
based its decision on the fact that the predominaihalvas for breach of contract and not for equitable
relief.” (citation and internal quotation marks omittedjjyca-Cola 330 F. Supp. at 355 (distinguishing
itself from Dairy Queen because the parties “had noraotutal relationship. Plaintiff's claim is not for
damages for breach of a contract entered into between them.”).

16 See Mark A. Thurmorgnding the Seventh Amendment Confusto@ritical Analysis of the Right to a
Jury Trial in Trademark Cased1 Tex. Intell. Prop. L.J. 1, 27-69 (2002) (“In the Supreme Court’s view,
Dairy Queenwas a damages case. Tbairy Queenplaintiffs sought an ‘accounting’ in the procedural
sense only, not an award of defendant’s profits.”)
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ultimate relief were damages, an accounting affifzr (rather than sales) would have been
pointless.

Seventh Circuit precedent also suggests #ghagquest for profits creates a jury right
beyond the licensing context. In instructithgt profits may be a proxy for damagB#&SF 41
F.3d at 1096, the Seventh Circuit citédorge Basch Co. v. Blue Coral, In868 F.2d 1532 (2d
Cir. 1992). George Basclexplained that, because proving actual damages is difficult, trademark
law creates an alternative foroh relief—profits as a proxy fodamages—which is governed by
a less challenging evidentiary regime: “[lJn asseggirofits the plaintf shall be required to
prove defendant’s sales gnldefendant must prove all elemepfscost or deduction claimed.”
15 U.S.C. § 1117. Aseorge Baschexplains, this regime lsfts the burden of proving
economic injury off the innocent party, and places the hardship of disproving economic gain
onto the infringer.” 968 F.2d at 1539.George Basch rationalesuggests that a request for
profits creates a jury right beyond the licensimntext. The Lanham Act's creation of an
alternative evidentiary regime—one meant to feati the recovery of a plaintiff's loss—should
not strip a party of its constitutional right to wiebtherwise essentially a request for damages.

Defendants also argue tHaairy Queenshould be read in lighaf the Supreme Court’s
“subsequent repeated charaiztgtions of disgorgement as equitable remedy,” citingull v.
United States481 U.S. 412 (1987) ardurtis v. Loether415 U.S. 189 (1974). Reply [110]
at 4. Curtisaddresses disgorgement only in passing, athough it suggests that disgorgement
may be equitable, it does not address whether # to& and, if not, when it may be legal. See
Curtis, 415 U.S. at 197. Moreovefull's general statement thahat disgorgement is
“traditionally considered an equitable remedig,’hot determinative. 481 U.S. at 42%ull did
not address the issue here—whethgglaintiff who claims an fninger’s profits as a proxy for

damages has a right to a jury.
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Defendants'citation to Reebok Int’'l v. Marnatech Enter€9970 F.2d 552559 (9th Cir.
1992), also is unpersuasiveReebokdid characterize an accoumdi for profits as generally
equitable, but it did so in the context of a diffier question: whether a district court may order a
pre-judgment freeze of a defendant’s assetstirdemark case brought under the Lanham Act.
The Ninth Circuit answered in the affirmativeasoning that because the Lanham Act authorizes
“an accounting of [a defendant’s] profits as a farfriinal equitable reliefthe district court had
the inherent power to freeze [the defendant’s] assetsder to ensure the availability of that
final relief.” 1d. Reebols reasoning does not exclude tpessibility that profits maybe
equitable in some circumstances and legal in others. Simikgtyari S.P.A. v. Robert944
F.2d 1235, 1248 (6th Cir. 1991), acknowledges thegalgement may be equitable, but it does
not address whether it mus¢ equitable, and whether it mbhg legal when profits are a proxy
for damages.

Defendants cite several more cases attarizing profits as equitable. Seeg, Fuller
Prods. Co. v. Fuller Brush Co299 F.2d 772 (7th Cir. 196Zmmpresa Cubana Del Tabaco v.
Culbro Corp, 123 F. Supp. 2d 203 (S.D.N.Y. 2008)n. Cynamide Co. v. Sterling Drug Inc
649 F. Supp. 784 (D.N.J. 198®)ingling Bros.-Barnum & Bailey Gobined Shows, Inc. v. Utah
Div. of Travel Dey.955 F. Supp. 598, 605 (E.D. Va. 199'But these cases do not contradict
the second view, insofar as thefits at issue were expressly effectively premised on unjust
enrichment.

Defendants also contend thaten if profits are consided a legal remedy when they
operate as a proxy for damages, profits basedmust enrichment are still equitable. They
further argue that Plaintiffstheory of profits mat be premised on unjust enrichment, not

damages, because Plaintiffs have presented nermadhat they “suffered any losses as a result
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of the alleged infringing activitiesind because they have “made no effort to show that any sales
made to Positec would have gonettmstead.” Reply, [110], at 8.

The evidence at least suggests otherwise. Duringstinemary judgment briefing,
Plaintiffs produced a declarati®om Helen Fischermirector of brand marketing for the DeWalt
brand. Fischer stated that Pléfistand Defendants sell their produatsthe same retail stores to
the same customers. Consistent with gtistement, her declamat includes a photograph
depicting both sides’ productgstby-side at CostcoSee [93] at 24—-25. Plaintiffs also offered a
likelihood of confusion survey from their expedames Berger. The Bgr survey showed
respondents a photograph of Plaintiffs’ and Defendants’ products side-by-side in a store. The
survey asked respondents if they believedttaproducts were produced by the same company,
and 47% of respondents said yeSee [93] at 32. Parties haused such survey evidence to
show not only a likelihood of coa$ion but also actual confusioiRust Env’t & Infrastructure,

Inc. v. Teunisserl31 F.3d 1210, 1218 (7th Cir. 1997). Actaahfusion, in turn, may support a
plaintiff's theory of actual lossWeb Printing Controls906 F.2d at 1204—05And actual loss
supports a theory of profits as apy for damages, as explained above.

Taken together, Plaintiffs’ evidence suggehbts (1) the parties are direct competitors;
(2) their products lay side-by-side in the samail stores; and (3) ausstantial percentage of
customers may be confused as to the sourcthefparties’ products. With that evidence,
Plaintiffs may be able toonvince a trier of fact that, by imiging Plaintiffs’ trademark-related
rights, Defendants’ caused consumers to purcBefendant’s’ products insad of Plaintiffs’.

Accordingly, Plaintiffs appear to have a viatheory that profits serve as a proxy for damdges.

" To the extent that (1) Plaintiffs’ evidence at trial falls short of making a plausible case under the
“profits as a proxy for damages” model outlined abow€2) the Court becomes convinced upon further
reflection that there is no right to a jury trial in tese, the Court retains the option of treating the jury’s
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For this reason, Defendants’ relianceJaricy Couture, Inc. v. L'Oreal USA, In2006
U.S. Dist. LEXIS 9154 (S.D.N.Y. Mar. 7, 2006), aB&SS, Inc. v. Ni2009 WL 2579232is
misplaced. As Defendants point out, both courts rejected thdiffi¢aitheories of profits as a
proxy for damages and concluded that profits were rooted in unjust enrichment instead.
However, both cases are distinguishable; tel not involve direct competitors producing
substitute products, so the evidence did not sudlgasthe defendants’ gain correlated with the
plaintiffs’ loss.

Defendants’ citation t&/isible Sys. Corp.551 F.3d at 65, also is unpersuasive. The
Court there found insufficient evidence of profits as a proxy foradges for reasons inapplicable
here. The “harm to plaintiff was in fact measured and damages were awarded,” and there was no
evidence that the defendant profited from thiengement; the “plaintiff's theory of harm was
one of reverse confusion, and/eese confusion does not lend ifde any automatic assumption
that there is an equivalence between deferslandfits and plainfi’'s diverted sales.”ld. at 80.

Lastly, Defendants argue that Plaintifannot contend that profits are a proxy for
damages because the amended complaint includes language suggesting a theory of unjust
enrichment. While the amended complaint does include such language, it is not mutually
exclusive with a theory of profits as a proxy ttamages. When parties are competitors selling
similar products, it may well be that the defemttlasale of infringingoroducts causes its own

unjust enrichment while simultaneously causing pheantiff a loss. To the extent that both

determinations as advisory (or digarding them altogether). SEed. R. Civ. P. 39 (“In an action not
triable of right by a jury, the court * * fnay try any issue witlan advisory jury”);Price v. Marshall
Erdman & Associates, Inc966 F.2d 320, 324 (7th Cir. 1992) (“An equity judge can always submit an
issue to a jury for advice, but he is not bound by the advisory verdidhifed States v. Ellis Research
Labs., Inc, 300 F.2d 550, 554 (7th Cir. 1962) (“The use of an advisory jury under Rule 39(c), F.R.C.P.,
lies within the discretion of the trial court'Burton v. Gen. Motors Corp2008 WL 3853329, at *1 (S.D.

Ind. Aug. 15, 2008) (Hamilton, J.) (taking a motion to strike a jury demand under advisement during trial
and instructing the parties that “if it were to find tkiaé plaintiffs had no right to a jury trial on [certain]
claims, the court would treat the jury’s verdict as advisory”).
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theories may apply and one theasyequitable while the other isgal, the equitable relief does
not negate Plaintiffs’ jury ght as to the legal theoryDairy Queen 369 U.S. at 472-73 (1962).
Moreover, the amended complaint included alliegs of damages, which make clear that
Plaintiffs have alleged a lossipporting their theory of profits as a proxy for damages.

[. Conclusion

For the reasons stated above, ther€denies Defendants’ motion [99].

Dated: August5, 2015 E t : E ;/

RobertM. Dow, Jr. &
UnitedState<District Judge
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