Slep-Tone Entertainment Corporation v. Coyne et al Doc. 52

UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

SLERTONE ENTERTAINMENT CORPORATION

Plaintiff, 13C 2298

)

)

)

)

VS. )  Judge Feinerman

)

JOHN COYNE d/b/a EXTREME KARAOKE and )

ABSOLUTE DISC JOCKEYS, MITCH PALMER, )

ALLEN MANDO, TONY GONZALEZ, TIM )

THOMAS, RACHEL YACKLEY, ANGIE )

ONTHENIC, PETER GARCIA, and KENNY )

SEIDMAN d/b/a DJ KENNY B )
)
)

Defendants.

M EMORANDUM_OPINION AND ORDER

SlepTone Entertainment Corporatiatiegesn this suit thattohnCoyne Mitch Palmer,
Allen Mando, Tony Gonzalez, Tim Thomas, Rachel Yackley, Angie Onthieeter Garcia, and
Kenny Seidmanengaged in the unauthorized use and displ&teyFTone’s product bearing its
Sound Choice trademark, in violation of 88 32 and 43 of the Lanham Act, 15 U.S.C. §§ 1114,
1125, and the lllinois Deceptive Trade Practices Act (“IDTPA”), 815 ILCS 5di0¢&q Doc. 1.
The claims againsthomas, Gonzalez, Palmer, and Onthenic have been voluntarily dismissed.
Docs. 7, 34.Coyne,Mando,Garcia, Yackley, and Seidman (collectively, “Defendantsie
moved to dismiss the complaint under Federal Rule of Civil Procedure 12(b)(6). Docs. 15, 24,
31. The motion islenied

Background

In considering the motion to dismiss, the court assumes the truth of the complaint’s

factual allegations, though not its legal conclusioBseMunson v. Gaet673 F.3d 630, 632

(7th Cir. 2012). The court must consider “documents attached to the complaint, documents that
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are critical to lhe complaint and referred to in it, and information that is subject to proper judicial
notice,” along with additional facts set forth in SIEpne’s brief opposing dismissal, so long as
those facts “are consistent with the pleadingseinosky v. City a€hicagq 675 F.3d 743, 745

n.1 (7th Cir. 2012). The following facts are stated as favorably toTRlep-as these materials
allow. SeeGomez v. Rand|&80 F.3d 859, 864 (7th Cir. 2012).

SlepTone is a leading manufacturer of karaoke accompanimensinabichguide
karaoke participants as they simgng tosongs Doc. 1 at 11 16, 195lepTone produces its
accompaniment tracks by-recordingpopular songsomitting or fading outhe leal vocals, and
adding lyrics and visual cues that allow the karaoke participant to know when and whgt to s
Id. at § 17. Since the company’s founding twegitht years ag&lepTonehassoldits
accompaniment tracks undée namé'Sound Choice,” whicls presentedn slanted font
against the backdrop of the évines of a music staffid. at1, {{ 5651. SlepTone owns U.S.
Trademark Registrations No. 1,923,448 and No. 4,099,045 for the Sound Choice name, and U.S.
Trademark Registrations No. 2,000,725 and No. 4,099,052 for the Sound Choicédaark.
SlepTone pays royalties to the copyright owners of the underlying musickswothe
accompaniment trackdd. at § 38.SlepTone’s accompaniment tracks have become “the staple
of almost every karaoke show in the countrid” at 1.

Accompaniment trackarerecordel in one of two encoded formats: compact disks plus
graphics (CD+G)or MP3s plus graphics (MP3GMd. at § 18. The graphics portion of the
recordingconsists of contemporaneous video display of the lyrics synchronized to thddong.
at 120. SlepTone’s graphical display is distinctive in its presentation and includeshajse
of a particular typeface, style, and visual arrangement in displayingrit® ) the use of

particular colors to display lyrics, namely white lyrics chagdo violet lyrics, set against a



black background; and (c) the use of a particular style in displaying entryocisgsders,
namely a series of vanishing rectangles to indicate the ¢dedt § 53. The display,usedfor
more than twenty yeareasbecome another wdgr the public tadentify SlepToneas the
producer of the accompaniment tradll. at 11 5456.

SlepTone’s accompaniment tracks are sold to entertainers, known as karaoke jockeys,
who are hired by bars and restaurarits at § 22. Karaoke jockeys are ptodorovide karaoke
music andequipment, warm up the crowd, set the ordédcanhoke performances, and operate
the karaoke equipmentbid. Theyusuallyprovide participants with a catalog of songs available
for performancaswell. Id. at § 23.Karaoke jockeys must purchase or licensenthisicthey
offer in the form of CDs containing accompaniment tradisat  24.

Some karaoke jockeys engage in “mesligting,” in which they copy the contents of the
CD to their computer hard drive or other medid. at { 26. They may also engage in “format-
shifting,” which involves copying the files on the CD and then converting them intceaedhiff
format, such as from CD+G to MP3@®l. at § 27. Slep-Tone does not authodew®lerate
mediashifting or formatshifting of its accompaniment tracks for any commercial p&pos
unless it occurs under the following conditions:

(a) ... each mediahifted or formasshifted track must have originated from

an original, authentic compadisc; (b) ... the tracks from the original,
authentic compact disc [must] be shifted to one, and only one, alternative
medium at a time; (c) if a track is shifted to another medium, the entire track
must be shifted (i.e. no “choppingTd) ... the[karaoke jakeymust]

maintain ownership and possession of the original, authentic compact disc for
the entire time that the meehifted or formashifted tracks are in existence;
(e) ... theoriginal, authentic compact disc [must] not be used for any
commercial purpse while its content has been shifted; (f) if the karaoke host
discontinues possession of either the authorized original medium or the
alternative medium, the associated tracks must be removed from the
alternative medium; and (g) ... tflkaraoke jockeymud] notify SLERTONE

that he or she intends to conduct or has conducted a stattiar format
shift, andsubmits to a verification of adherence to SEEPNE’s policy.



Id. at T 30.

Defendants are karaokeckeys in the business of providing karaoke entertainmidnt.
at 1 715. Defendants are affated, either as membersdose associasewith a karaoke
entertainment company known as “Extreme Karaoke” and “Absolute Disc Jockewysth'is
owned by Coyneld. at 6. After attending oneromore public karaoke showperformedoy
Defendantsand conducting an extensive investigatiotheir karaokeoperaions, Slep-Tone
found that they possess unauthorized media-shifted and format-shifted copies of karaoke
accompanimeirtracks, all of whictbear Sleprone’s Sound Choice trademarlsg. at § 32.

Defendants have displayed Si€pne’s Sound Choice trademark to their customers and
potential customers for purposes of advertising “the quality and superi@itistassociated
with SLERTONE pioducts.” Id. at | 34.Defendants also have advertigbeir usage of Sound
Choice tracks by identifying Sound Choice as the manufacturer of the traellsrisheir song
booklet and other publicationsbid. The mediashifted copies of Sleffone’s acompaniment
tracks appear “virtually indistinguishable” from authorized Slep-Tone trddkst  42.Slep
Tone did not give Defend&npermission to shift its tracksom the original disc to an alternative
medium, and was not notified by Defendantsheir intent to conduct medghifting for
commercial purposedd. at 1136, 66-67.

Defendants’ use of medghifted karaoke tracks allows them to provide karaoke services
with a considerably lower overhead cost than other karaoke jockeys, who mtis fpai/price
to acquire their Sleffone accompaniment tracksvarious formatsld. at  4647. Alarge
library of SlepTone accompaniment tracks would cost a karaoke joakkast$25,000.1d. at
1 71. Defendantsability to offer cheapekaraoke services and a largember of tracksnakes

them more attractiveo venuesto the detrimenof karaoke jockeys who legitimatedgquired



SlepTone tracks and are unaliboffer competitively priced showdd. at 48. SlepTonehas
spent “millionsof dollars building and maintaining studios, hiring artists, building a distribution
facility, [and] paying royalties to copyright ownerg]. at § 40, and thas lost aignificant
amount ofrevenuedue to the widespread creation, distribution, and cawialaise of
unauthorizectopiesid. at 1 43.

Discussion

SlepTone alleges that Defendants’ use of unauthorized, nsbdfted SlepTone tracks
bearing the Sound Choice marnstitutesrademarknfringement andinfair competitiorunder
the Lanham Acgtseel5 U.S.C. 88 1114, 1128nd deceptive trade practices under the IDTPA.
The motion to dismiss seeks dismissal of all three clabuw. 15. Defendants also seek
dismissal of a trademark courfegting claim, id. at 19, buSlepTone denies bringosuch a
claim,Doc. 17 at 9. so counterfeiting need not be discussed.

SlepTone’sthree claimsarise from he same allegedly infringing conduct, and
Defendants’ argumesifor dismissalre the essentially the same for all three claifgs stands
to reason, as ‘#deral and state laws regarding trademarks and related claims of unfair
competition are substantially congruenTMT N. Am., Inc. v. Magic Touch Gmpt24 F.3d
876, 881 (7th Cir. 1997 )nternal quotation marks omittedyee alsdMcGraw-Edison Co. v.

Walt Disney Prods.787 F.2d 1163, 1174 (7th Cir. 1986) (holding that “[u]nder the [IDTPA,] a
defendant is liable only if the plaintiff can establish a likelihood of confusion betlveen t
parties’ products,” andoting that“[l]ikelihood of confusion’ has the same meaning in unfair
competition cases under the [IDTPA] as it has in [trademark] infringemesd pasder the
Lanham Act]”)(internal quotation marks omitteddt. at 1167 (“15 U.S.C. 8§ 1114, 1125 ...

require that a plaintiff demonstratettthe defendant has created a likelihood of confusion as to



the origin of his product”)E. & J. Gallo Winery v. Gallo Cattle C®67 F.2d 1280, 1288 n.2
(9th Cir. 1992) (“elements of infringement and unfair competitlamms[under the Lanham
Act] areessentially the same; the rulings stand or fall togeth@mjus,analysis of all three
claims may proceed simultaneously, @rthe federal trademark claisurvives dismissal, so do
the two other claims.

Defendants a®rt three grounds for dismissirgetfederal trademark claim: (1) Slep
Tonehas failedo plausibly allegehe “use in commerce” andikelihood of confusion
elemens of the claim (2) the doctrine of nominative fair ubars theclaim; and (3)Dastar
Corporation v. Twentieth Century Fox Film Corporati@39 U.S. 23 (2003), batise claim

l. Whether The Complaint AdequatelyAlleges Use In Commercé&nd
Likelihood of Confusion

A. Use In Commerce
Defendants contend that the complaint does not sufficiently alleginéyatsed the
Sound Choice marks in commerce. Doc. 15 atle Danham Act defines “use in commeérce
in relevant part as follows:
The term “use in commerce” means the bona fide use of a mark in the
ordinary course of trade, and not made merely to reserve a right in a mark.

For purposes of this chapter, a mark shall be deemed to be in use in
commerce—

(2) onservices when it is used or displayed in the sale or advertising of
services and the services are rendered in commerce.
15 U.S.C. 8§ 112%&ee CentraMfg., Inc. v. Brett492 F.3d 876, 881 (7th Cir. 2007) (hiolgl that
“[a]n action for trademark infringement can only succeed if, among other thingsaitffpl
owns the mark,” and although “[r]egistration provides prima facie evidence ofshipe..,

[u]ltimately, it is not the fact of registration that matters so mu¢heaase of the mark in



commerce”). The Supreme Court has heldht the ternfuse incommerce’shouldbe construed
broadly “[i]n the light of the broad jurisdictional grant in the LanmhAct.” Steele v. Bulova
Watch Ca.344 U.S. 280, 286 (195%eealso Scotch Whiskey Ass’n v. Barton Distilling,Co.
489 F.2d 809, 812 (7th Cir. 1973) (imgf thatSteel€‘upheld a broad concept of ‘commerce™).

In Rescuecom Corp. v. Google 1862 F.3d 123, 130 (2d Cir. 2009), the Second Circuit
held that‘use in commerce” was adequately pleadeddoraplaint analogous to Slep-Tone’s.
Theplaintiff, Rescueconwhose name was trademarke@s a national computegrvice
franchising company thabnducted a substantial amount of business over the intédnett.

126. Rescueconadvertised over the internet using Google’s AdWords program, through which
advertisers may purchase keywordlsid. Rescuecom filed a Lanham Act trademark
infringement suit against Googlalleging thatGooglés AdWords had been recommending the
Rescuecom trademark to Rescuecom’s competitors as a kefpnquarchase, thereby deceiving
internet searchers into believing that compeditwere endorsed lor affiliated with Resuecom.
Ibid. Citing the complaint'sllegation that Google had displayed and sold the mark to its
advertising customerghe Second Circuit held that “Google’s utilization of Rescuecom’s mark
fits literally within the terms specified by 15 U.S.C. 8§ 112[d” at 129 {Google uses and sells
Rescuecom’s mark ‘in the sale ... of [Google’s advertising] servicesndered in commerte

Defendants’ alleged conduct likewise mamto thedefinition of “use in commerceasdf
8 1127. Slep-Tone allegdsatDeferdants displayed Slep-Tone’s registered trademarks to
existingand potential customers during their public karaoke shows and through song booklets to
“advertis[e]to their customers the quality and superiority that is associated witiT Siep
products.” Doc. 1 at 11 32, 34. Sl€pne further alleges that “Defendants display the registered

marks to attract more customers and retain loyal customietsat I 35. Just as Google



displayed Rescuecosimark in the course of selling Google’s advertising sesyiDefendants
displayed the Sound Choice mark as they dudt karaoke jockeying serviceBefendants’
argument that “at no time does Plaintiff assert that the Defendantsaarg way selling his
product misses the point. Doc. 23 at Section1127 provides that “a mark shall be deemed to
be in use in commerce ... on services when it is used or displayed in the sale orilaglwdrtis
services and the services are rendered in commet&U.S.C. § 1127Nowhere does it
specify that the advertisédervices” must be those of the plaintithdeed,Google displayed
Rescuecom’s mark not in the course of selling Rescuecom’s computer serviceshbutaurse
of selling Google’s own advertising servicesfollows thatSlepTone has sufficiently pladed
the “used in commerce” requirement ofiitfringement claim.

Defendantsiext contendhat “[tlhe Complaint has failed to allege specific facts showing
thatany one of the defendartas used the SOUND CHOIE Marks in interstate commetee
in other words, tha®lep Tonehasimproperly lumped the actions of the various defendants.
Doc. 15 at 9 (emphasis addedhis argument failslt is true that “[l]iability is personal,” that
Rule 8(a) requires the complaint to inform “[e]ach defendant ... what he or she d&l that
asserted to be wrongful,” and that “[a] contention ... witreoutdetails about who did what ...
is inadequate. Bank of Am., N.A. v. Knight25 F.3d 815, 818 (7th Cir. 2013). But the
complaint satisfies these requirements, alleging“fleddch of the Defendants has possessed,
used, or authorized the use and display of unauthorized counterfeit goods bearing the Sound
Choice Marks” and that “[e]ach of the Defendants has provided services in connetttitimew
Sound Choice Marks, and has advertised ... the provision of or availability to provide karaoke
services in connection with which the Sound Choice Marks have been used.” D§%.396t.

It is not impermissible lumping to allege that each defendant, on his or her owge@mga



precisely the same miscondu@eeAnwar v. Fairfield Greenwich Ltd728 F. Supp. 2d 372,
422 (S.D.N.Y. 2010jrejecting the argument thagrouping all of tle Citco Defendants together
as ‘Citco’in the[complaint] without articulating what alleged acte attributable to each
defendantonstitutes impermissibléumping’™ reasoning that “[when Plaintiffs do make
certain allegations against the Citco Defendants as a whole, Plaintiffseatesetttal basis for
doing so,” and noting that t&ntiffs clealy define Citco ... to include each of the Citco
Defendants”)

B. Likelihood of Confusion

Defendants next argue tithe complaintioes nosufficiently allege dikelihood of
confusion. Doc. 15 at 9'To prevail on a Lanham Act claim, a plaintiff must establisht {1)
her mark is protectablend (2) the defendant’s use of the mark is likely to cause confusion
among consumers.Packman v. Chi. Tribune C&267 F.3d 628, 638 (7th Cir. 2001).
“[W] hether consumers are likely to be confused about the origin of a company’s products is
guestion of factgoverned by severdactors: “(1) similaritybetween the marks in appearance
and suggestion; (2) similarity of the products; (3) the area and manner of cohaseg(4) the
degree of care likely tbe exercised by consumers; (5) the strength of the plasntiféirk; (6)
whether actual confusion exists; and (7) whether the defendant intended to ‘pdim pfbduct
as that of the plaintiff CAE, Inc. v. Clean Air Eng’g, Inc267 F.3d 660, 677-78 (7th Cir.
2001). Although “[n]o single factor is dispositive and courts may assign varyingtaégeach
of the factors dpending on the facts presentédi] n many cases, ... three of the factors are
likely to be particularly important: the similarity the marks, the defendant’s intent, and actual
confusion.” Id. at 678. That saidthere is no hard and fast requirement that all three of these

factors must weigh in the plaintiff's favor in order to find that a likelihood of coorfuekists,”



as “thedistrict court must give appropriate weight to the factors that are partycingrbrtant
based on the facts of each caskl’ at 686-87 iaternal quotation marks omitted)

Becausehte “likelihood of confusion test is a facttensive analysis,” itordinarily does
not lend itself to a motion to dismissMerck & Co., Inc. v. Mediplan Health Consulting, Inc.
425 F. Supp. 2d 402, 412 (S.D.N.Y. 2008)ealso Vulcan Golf, LLC v. Google In&52 F.

Supp. 2d 752, 769 (N.D. Ill. 2008) (noting that the likelihood of confusion test “is agactfic
inquiry best left for decision after discove)yThus, the courts role at the motion to dismiss
stage is limited to assessimpether Sleplonehas pleaded facts that plausibly could resudt in
successfubutcome on the likelihood of confusion element of its claim.

The complaint allegefmctsregarding the first factor, similarity of the markisat could
favor a finding of a likelihood of confusionSlep Tone allegeshat Defendants’ medighifted
copies of SlepTone’s accompaniment tracks, which contain the Sound Choice mark, appear
“virtually indistinguishable” from authorized Sl€fpne tracks. Doc. 1 at § 42h& pleaded
facts plausibly give rise to the inference that the products are similah islie second factor.
The Seventh Circuit hasxplained that “because the rights of an owner of a registered trademark
extend to any goods that might be, in the minds of consumers, ‘related,’ ... the moateaccur
inquiry is whether the public is likely tattribute the products and services to a single source.”
CAE, Inc, 267 F.3d at 679. Closely relatetdproducts are those thatuld reasonably be
thought by the buying public to come from the same source, or thought to be afiviidied
connected wh, or sponsored by, the trademark ownehid. (internal quotation marks
omitted). Thus, Defendants’ argument that confusion is unlikely because the products are sold to
different purchasers in different “channels of tradenot conclusive. Doc. 14t 9. Karaoke

accompaniment tracks amenecessary componentakaraoke jockey’sntertainment service

10



Drawing inferences in Slepone’s favor, it is plausible that consumers of Defend&atsoke
jockeying servicesould reasonably concludieom digplays bearing the Sound Choice mark and
song booklets advertising Sound Choice tracks that Defendduate’ wasaffiliated with,
connected wvih, or sponsored by Slep-Ton8ee CAE, In¢267 F.3d at 680 (haiag that
“consumers reasonably could concludatt{defendant] Clean Air’'s products and services are
affiliated or associated with [plaintifffAE, Inc.” where Clean Air has developegfta/are and
components that can be used as an add-on or upgrade for a software system de€igigd by
Thecomplaint does not appeardtiege factsegardinghe third factor, area and manner
of concurrent use. But the complaint does allege facts regarding the founth tfaetiegree of
care likely to be exercised by consumerkich looks at whether “both partigsotential
consumers” could be confused as to tharse of the marktaking into consideratiotie
consumers’ gphistication Id. at 682-83. Een where “many of the parties’ customers are
sophisticated and decide to buy only after extensive negotiatieasg customers’ technical
sophistication about their particular industry does not equate to trademark sojdristidd. at
683. SlepTonés and Defendantgrimaryconsumers-karaoke jockeys and venues,
respectively—are sophisticated and likely famait with the karaoke industry. However, given
the close relationship between the parties’ products and services, and thatfduetyt operate
within the same industryhese consmers may bgust as susceptible as a layperson to
mistakenly attribute annauthorized Sound Choice mark to Slep-To8ee id at 683-84
(finding a likelihood of confusion despite the sophisticated consumer base of CAE and\iClea
given the close relationship between the companies’ products and seasities companies
“offer some of the same basic technology and, in some instances, serve therspar@esand

the same industriep”

11



The complaintlso allege$acts that could support the presence of the fifth factor,
strength of the plaintiff's mark. “The ‘strength’ otrademark refers to the mark’s
distinctiveness, meaning its propensity to identify the products or services sotthaating
from a particular source.Id. at 684. INCAE, Inc, the Seventh Circuit heltiat CAE had a
“strong, distinctive marK citing “(1) [CAE’s] 40-year use of the maik the United Stateg2)
hundreds of millions of dollars of annual sales in the United States; (3) extensindiaxes to
promote its products and services in connection with the CAE mark; (4) use of tfseifdtie
names of its subsidiaries and divisions; and (5) registration of several feddeaharks that
feature the letter combinationld. at 685. Slep-Tone does not have subsidiaries or divisions,
and nordoes it allegehat it registered trademarks otliean the “Sound Choice” mark.
However,SlepTone has been using the Sound Choice mark since the company’s founding
twenty-eight years agandhas experienced some measure of financial sucag#s
accompaniment tracks allegedly have become “a stéilienost every karaoke show in the
country.” Doc. 1 at 1. And like CAEKlepTone haslleged that it spent “millions of dollars”
maintaining its business and promoting its products under the Sound Choicdanatky 40.

Thecomplaint does not appeto alleged facts concerning tigth factor, actual
confusion. Contrary to Defendants’ submission, this is not conclu§Méhough evidence of
actual confusion, if available, is entitled to substantial weight in the likelihocahdigion
analysis this evidence is not required to prove that a likelihood of confusion exG&E), Inc,
267 F.3d at 685 (citations omitted). Likewise, the complaint does not appear to atsge fa
concerning the seventh factarhether the defendant intended to fpadff” his product as that
of the plaintiff The complaint alleges onthat “Defendants knew, or should have known under

the circumstances, that they were obtaining and using counterfeit karaokgitrabkscourse of

12



conducting shows and advertising that they were using Sound Choice tracks. Doc. 1 at § 69.
Regardless, “proof of intent to deceive or to confuse is not necessary to proveattade
infringement,” and a weak or nonexistent showing of this factor does not forecloseg fandi
likelihood of confusion.SeeCAE, Inc, 267 F.3d at 686c{ting 3 J. Thomas McCarthy,
Trademarks and Unfair Competitidh23:107 at 23248 to 23-251 (4th ed. 2011)).

In sum, although the complaint does not allege facts pertinent to three of the seven
factors, it hapleaded enough to plausibly suggest that Slepe calld prevail on the likelihood
of confusiontest Seed. at 687 (affirminghe district court'sholding of a likelihood of
confusiondespitenegligibleevidenceof actual confusion or intentTy, Inc, 237 F.3d at 901-02,;
lllinois Tool Works, Inc. v. Chester Bros. Machined Prods., @06 WL 2191982, at * 2-3
(N.D. lll. July 27, 2006) (holding that a likelihood of confusion was sufficiently @daat the
Rule 12(b)(6) stage where the plaintiff “allege[d] that defendargé of the orangeolored
mark is likely to lead consners to believe that defendant’s products originate from or are
sponsored, endorsed or authorized by plaintiff,” even though the defendant’s advertisament
not an exact replicaf the plaintiff's trademark, reasoning that l{¢g] Court is ... not persuaded
that plaintiff must allege every factor relevant to likelihood offasion to satisfy that
element”)

I. Whether The Nominative Fair Use Doctrine Bars Slepfone’s Trademark
Infringement Claim

Defendants next assehat SlepTone’s trademark infringement claim is barred by the
doctrine of nominative fair use, which thelyaracterize as “refer[ring] to a defendant’s use of
plaintiff's trademark to describe or identify the jpi@fif's product.” Doc. 15 at 11. The Seventh
Circuit has not addressed the nominative fair use defeksmrding to the Ninth Circuit,

“[c]lassic fair use is that in which the alleged infringer has used the tradéwldes’'s markonly

13



to describe his own produ@nd not at all to describe the trademark holder’s product
[whereas] nominative fair use occurs when the alleged infringer usesadaméik holder’s
mark to describe the trademark holder’s prodereen if the alleged infringer’s ultimagmal is
to describe his own produttKP Permanent Mak&p, Inc. v. Lasting Impression I, In&28
F.3d 1061, 1071-72 (9th Cir. 2003) (citatioméernalquotation marks, and brackets omitted),
vacatedon other grounds543 U.S. 111 (2004)“To successfully assert the nominative fair use
defense, the alleged infringer must show that: 1) the product in question is not readily
identifiable without use of the trademark; 2) only so much of the mark is used as reasonably
necessary to identify the product; and 3) the user of the mark did nothing that would suggest
sponsorship by the trademark holdeld. at 1072. “W hen analyzing nominative fair use, it is
not necessary to address likelihood of confusion because the nominative fair use analys
replaces théikelihood of confusion analysis,” whilevhen the classic fair use defense is raised,
it is still necessary to analyze likelihood of confusiotbid.

It does not appear that any circuit has joined\timth Circuits recognition of the
nominative fairuse defenseThe Supreme Court declined to address the isagekKP
Permanent Mak&Jp, Inc, 543 U.S. at 115 n.3, atide Third andSixth Circuis haverejected
the defenseseeCentury 21 Real Estate Corp. v. Lendingtree,, 425 F.3d 211, 220-21 (3ir.
2005);PACCAR Inc. v. TeleScan Technologies, L,L3€C9 F.3d 243, 256 (6th Cir. 2003}.is
unnecessartp join the fray here, as the defense would fail at the Rule 12(b)(6) stagé gven i
existed. Settled precedent holds that “complaints needllege facts that tend tiefeat
affirmative defense% U.S. Gypsum Co. v. Indiana Gas Co., JI3&0 F.3d 623, 628 (7th Cir.
2003) see als®Richards v. Mitcheff696 F.3d 635, 637-38 (7th Cir. 2012). “Only when the

plaintiff pleads itself out of aart—that is, admits all the ingredients of an impenetrable

14



defense—-may a complaint that otherwise states a claim be dismissed under Rule 12(b)(6).
Xechem, Inc. v. BristdMyers Squibb C0372 F.3d 899, 901 (7th Cir. 20Q04Ee alsdndep.
Trust Corp. v. Stewart Info. Servs. Co®65 F.3d 930, 941-42 (7th Cir. 2012)edduse Slep
Toneis not obligatedo allege factslefeaing anaffirmative defenseand because the complaint
does not admit all the ingredients of the nominative fair use defense, the defense does not
provide a basis foa Rule 12(b)(6)lismissal.

IIl.  Whether Dastar Defeat the Trademark Infringement Claim

Finally, Defendants contertiat Dastar Corp. v. Twentieth Century Fox Film Caqrp.
supra defeats Slefones trademark infrigement claim.Doc. 15 at 15. According to
DefendantsDastar “holds that the Lanham Act does not protect against confusion as to the
identity of the author of any idea, concept, or communicatiencbpyrightaible expression),”
which means thdSlep-Tone impermissibly seeks to redress the unlawful copying and
distributionof its music and lyrics-claims that are properly brought under the copyright(]
laws—through a trademark infringement actiontdid. This argumentisreaddastar.

The plaintiff in Dastar, Twentieth Century Foxgcquiredexclusive television right® a
booktitled Crusade in Europe539 U.S. at 25-26. Fox thenmmissionedhe production o&
television serigsalso calledCrusade in Europebased on the booKd. at 26. Fox’s copyright in
the television series expired in 1977, leaving it to the public dontliid. In 1988, Fox
reacquired the copyright in the television series and grawtedompaniegxclusive rights to
restore, repackage, and distribute @rasade in Europegideo series.lbid. In 1995 the
defendantDasta Corporationyeleased a video series entitMtbrid War [I Campaigns in

Europe Ibid. Dastamade the videos by purchasing tapes of the original version Grtisade

15



in Europetelevision series-which were in the public domain—and editing and repackaging
them. Ibid. Nowherein its videosdid Dastar credit th€rusade in Européelevision series.
Thequestionpresented was whether Dastar’s failure to properly cred€thsade in

Europetelevision series violated 8§ 43(a) of thanham Act 15 U.S.C. § 1125(a), which
provides a fedetaemedy against anyone who ugesommerce “a false designation of origin”
thatis “likely to cause confusion ... as to the origin ... of his or her goods.” 539 U.S. &ah27.
SupremeCourt held that there was no violation, reasoning‘thatLanham Act does not
prevent unaccredited copying of uncopyrighted worlkl.”at23. The Court refused to rette
term*“origin” in 8 43(a) expansivelyo require attributiof uncopyrightednaterialsnotingthat
“[w]ithout a copyrighted work as the basepoint, the word ‘origin’ has no discerimbts,! as
the true “original” creator of the material used in @@mpaigns in EuropandCrusade in
Europevideos would not be Fox, but perhaps the unidentified “Newsreel Pool Cameraihen.”
at 35. The Court determined that “origin of goonhstead'refers to the producer of the tangible
goods that are offered for sgthe Campaigns in Europeideos sold by Dastar], and not to the
author of any idea, concept, or communication embodied in those gdddat’37. The Court
explained:

Federal trademark law has no necessary relation to invention or discovery, but

rather, by preventing competitors from copying a soigeatifying mark,

reduces the customer’s costs of shopping and making purchasing decisions

and helps assure a producer that it (and not an imitating competitor) will reap

the financial reputationelated rewards associated with a desirable product.
Id. at 34 (internal quotation marks, citations, and brackets omitted). In that vein, the Court
suggested that there would have badmnham Act violation wherefdr example,.. Dastar

had simply copied the television series as Crusade in Europe and sold it as Crusadpeen E

without changing the title or packaging (including the original credits to 'Fod).at 36
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(internal quotation marks and brackets omittedg alsdzastland Music Grp., LLC v. Lionsgate
Entmt, Inc., 707 F.3d 869, 872 (7th Cir. 2013Péstartells us not to use trademark law to
acheve what copyright law forbids. Only a confusion about origin supports a trademark cla
and ‘origin’ for this purpose means the ‘producer of the tangible product sold in the
marketplace?); Bretford Mfg., Inc. v. Smith Sys. Mfg. Cqor19 F.3d 576, 581 (7th Cir. 2005)
(“The right questiorDastar holds, is whether the consumer knows who has produced the
finished product).

The holding oDastaris inapmsite here, as Slepone has not alleged that Defendants
engaged irthe“unaccredited copying of uncopyrighted work.” The underlying musical works
that SlepTone modified and repackagedo accompaniment tracks adely copyrighted, and
SlepTone does not allege that Defendants faitedredit the dginal muscians and composers.
Rather, Sleglrone challengeBefendantstopying and usage of the Sound Choice mark without
obtaining the requisitauthorization from Sleffone.

Dastaractually reinforces Slefpone’s decision to file a tceemark claim rather than a
copyrightclaim. Like Dastar, SlefIone is the “producer of the tangible goods that are offered
for sale,”and thus the “origin of goods” for purposes of the Lanham Beistar, 539 U.S. at
37. Consistent witlg 1125(a) Slep Tone alleges that Defendarmizpied without alteration,
SlepTone’s“sourceidentifying mark” and used it in connection with their karaoke jockeying
services, which is “likely to cause confusion ... as to the origin ... of [their] gbddsat 34.
SlepTone is trying tastopDefendants from unfairly “reap[ing] the financjakputationrelated
rewards assoated with a desirable produictbid. (internal quotation marks omitteejprecisely
the behavior that theanham Actseeks to preventSeeSlepTone Entm’t Corp. v. Elwood

Enters, Inc, 2014 WL 1612891, at *5 (N.D. lll. Apr. 21, 2014) (holding tBaistaris
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distinguishable because ‘igre, he defendant took the plaintiff’'s product and, after altering it,
put the defendant’s own mark on it,” whereas éfie}[the defendantfontracted with [karaoke
jockeys] who pas off inferior versions of Slefpone’s products by pasting Slep-Tone’s own
mark on them”)SlepTone Entm’t Corp. v. Shenanigans Loun2@l3 WL 1768444, at *@D.
Or. Feb. 22, 2013same, reasoning that St&pne*is not alleging confusion as to the identity
of the author othe karaoke tracks in dispute,” and “[r]ather,alleges that its trademark has
been affixed to a product that defendants are using to generate customersrans-reve
product that is not plaintiff's product but a different ‘medrafted’ or ‘formatshifted’ version
of the product”);SlepTone Entm’t Corp. v. Arrowoe@011 WL 4482082, at *3 (S.D. Ohio
Sept. 26, 2011(same, noting that Sleponebased its claim%n the confusion caused byeth
display of the Sound Choice matks

Conclusion

Forthe foregoingeasons, Defendantsotion to dismisss denied Defendants shall

?_(,'.‘_

United States District Judge

answer the complaint by May 22, 2014.

May 8, 2014
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