Saeilo Enterprises, Inc. v. Alphonse Capone Enterprises, Inc. Doc. 60

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

SAEILO ENTERPRISES, INC.
Case No.: 13 CV 2306
Plaintiff,
V. Judge Robert M. Dow, Jr.
as Emergency Judge for

ALPHONSE CAPONE ENTERPRISES, INC. Judge Marvin E. Aspen

—_ L~ O —

Defendant
MEMORANDUM OPINION AND ORDER

Plaintiff Saeilo Enterprises, Indiled this actionagainst Defendant Alphonse Capone
Enterprises, Inc.on March 27, 2013, alleging federal trademark infringement, trademark
dilution, false designation of origin or sponsorship, and trade dress infringemeéet the
Lanham Actas well asrademarkinfringement and unfair competitiamder lllinois law The
complaint additionally petitioned for cancellation of Defendant’s fedesidetark registrations
under 15 U.S.C. § 1064This matter is before thi€ourt in its capacity as Emergency Judge,
sitting in place of Judge Aspen, the assigned judgjaintiff movesfor a temporary restraining
order prohibiting Defendant from selling Tommy Guns alcohol [49]. For the reasons set forth
below, the Court granflaintiff's motion.
l. Background

Plaintiff’s primary line of business f&earnms. It manufacturethe Tommy Gun, a gun
that has exted in commerce since about 1920. It also sells promotional items, including hats, t
shirts, knives, flasks, lighters, pins, and other collectibles. Plaowiffs three Tommy Gun
trademarks, two of which are registered with &P TOand one of which is registered with the

State of lllinois. Defendansellsliquor-related products.

Dockets.Justia.com


http://dockets.justia.com/docket/illinois/ilndce/1:2013cv02306/281627/
http://docs.justia.com/cases/federal/district-courts/illinois/ilndce/1:2013cv02306/281627/60/
http://dockets.justia.com/

Around 2003, Defendant obtained substantially similar tradenfeoksthe USPTOand
began to sell alcohol in Tommy Ghaped bottles Plaintiff, which plansto expand intohe
alcohol industry, filed itxomplaint alleginghat Defendant has abandoned its own marks and
infringed Plaintiff's marks Particularly relevant herghe complaintallegesthat (1) Defendant
abandoned its marks by failing to use thiemat least two yearstartingaround 2011and(2)
anysales by Defendamiost-abandonment would infringe Plaintiff’'s marks.

During discoverythe owner and manager DefendantWilliam Brooks,testifiedthat he
last ordered Tommy Gushaped bottles three years eayli@kt. # 384, Brooks Dep., 84:224;
that he last received a shipment two years eartier56:1-4; that he had no pending ordeirs,
56:10-14;thathe had not updated Defendant’s website in at least three igka88:1-4; and that
neither Defendant nor ACD had bank accounts, employgeesssets other than the employees,
id., 10:1213, 34:89, 207:919. Based largely on these concessions, Pfaimbved for partial
summary judgment on its claim of abandonment.

According to Plaintiff Defendantook steps t@eintroduceTommy Gurs alcohol intahe
stream ofcommerceafter discovery closed in April 2014 irst, it caused one of itdistributors
Marsalle to purchase $444,412.38 worth of Tommy Guns vodka in July 2014.P0iohase
Order, attached to Plaintiff's motion, requested a wire payment to Defendant@nde
distributor, Rockwood & Hines Ltd. SecondBrooks grantedoth distributors theight to use
Defendant’'s markg a Distribution Agreement datesligust 18. Third, Defendantassigned its
marks toRoaring 20s Marketing, Incanother company owned by Brooksn October 7
Finally, on December 1Rlaintiff’s private investigator diseered thatMarsalle had shipped

Tommy Guns aldaol to retaieérsin Illinois, Tennesseeand Georgia. See Dkt. #-83 Aff. of



Benjamin A Ford. That same dayRlaintiff moved for a temporary restraining order prohibiting
Defendant from selling Tommy Garalcohol.

In its briefopposingthe TRO motion Defendant makes various general assertions about
its recent effortsboth in China and in the United States, to brinquit®holto market. Apart
from the Purchase Order, however, Defendant has presantbthg concrete, \o way of
affidavit or any other recognized manner of presenting evidencegand to theresent location
of the product-i.e., how many bottles have been filled, shipped, and distributed and how many
are ona shelf, readyfor sale In both its opening and reply briefs, Plaintiff has attached
affidavits of its investigator which indicate thais of yesterdaygt least some small portion of
the full Purchase Order had reached the shelves of small lllinois retail stores.

1. Analysis

A party seeking a temporary restraining order must demonstrate as althreatier that
(1) its case has some likelihood of succeeding on the merits; (2) no adequady agnaw
exists; and (3) it will suffer irreparable harinpreliminary relief is denied.Abbott Labs. v.
Mead Johnson & Co., 971 F.2d 6, 11 (7th Cir1992). If the moving party meets this burden,
then the court must consider the harm that the nonmoving party will suffer if prelymahiaf is
granted, balanng such harm against the irreparable harm the moving party will suftdreif is
denied.Storck USA, L.P. v. Farley Candy Co., 14 F.3d 311, 314 (7th Cir.1994). Finally, the
court considers the public interest served by granting or denying the irtlefling the effects
of the relief on nofparties.ld. The court then weighs all of these factors, “sitting as would a
chancellor in equity,”Abbott, 971 F.2d at 12, and applies a “sliding scale” approach, under
which “the more likely plaintiff will sucoed on the merits, the less the balance of irreparable

harms need favor plaintiff's positionl¥y, Inc. v. The Jones Group, 237 F.3d 891, 895 (7th Cir.



2001). Because neither party argues that a temporary restrainingvwodéd affect the public
interest and the Court cannot discern any reason why that factor would mateffakly its
analysisthe Court decides this motion on the basitheffirst thregprongs.

A. Likelihood of Success on the Merits

Under the sliding scale approachpaty seekin@ TRO or a preliminary injunction must
demonstrate “that it has a ‘better than negligible’ chance of success on tteeahatileast one
of its claims.” Girl Scouts of Manitou Council, Inc. v. Girl Scouts of U.SA., 549 F.3d 1079,
1096 (7th Cir.2008). In its motion for partial summary judgment, Plaintiff argues that
Defendant abanded its marks as a matter of lawt further argus that if Defendantsold
Tommy Guns alcohgbost-abandonmepits sales would infring®@laintiff's marksbecause they
aresubstantially similar

At the hearing on Plaintiff's motion, counsel fdefendant conceded that the marks are
substantially similar, that Defendant creaitisgproduct to replicate the Tommy Gun firearm, and
that the bottle does, in fact, look similar to the firearfrhe name of Defendant’s business
Alphonse Capone Enterpriseplainly evokes the Prohibition era during which tiRlintiff’s
firearm became famous It its response brief, Defendant resists the notion that confusion or
dilution is likdy because the parties operate in entirely different lines of busink8daintiff
solely manufactured and marketed guns, and Defendant was solely in the algsihess,
Defendant’'s argument might carry greater weigBut the affidavit tendered witRlaintiff's
motion avers that Plaintiff also sells a variety of promotional itemst@yg] all trading on the
Tommy Gun marks. Although Plaintiff's contention that Defendant’s alcohol produdbisety

related” to Plaintiff's own products by no means unassailabRlaintiff has at least aetter



than negligible chance of prevailing on that argumemefendantaddsa vodka bottle irthe
shape of a Tommy Gun to the existing mix of products.

Turning to the crux of the case on the merits, a mark is abandoned if

its use has been discontinued with intent not to resume such use. Intent not to resume

may be inferred from circumstances. Nonuse for 3 consecutive yearbesipalina facie

evidence of abandonment. “Use” of a mark means the bonadelef such mark made

in the ordinary course of trade, and not made merely to reserve a right in a mark.
15 U.S.C. § 1127Both parties cite the Seventh Circuit’'s decisiorsands, Taylor & Wood Co.
v. Quaker Oats Co., 978 F.2d 947 (7th Cir. 1992), support oftheir argument®n whether that
standard has been met on the facts of this case. Plaintiff reliBsooks’s admissions at his
deposition in arguing that Defendant’s recent efforts to bring its alcohol produatketrare for
naught, becaesDefendant had already abandoned the mark viHamtiff filed its summary
judgment motion. Brooks’statementghat he last orderedTommy Guns alcohokhree years
earlier, thathe last updated the website over three years edhethe last recei®d a shipment
two years earlierthathe had no pending ordemndthat Defendant lacked anyank accounts,
employees or asset®ther than the trademarkall support Plaintiff's claim of abandonment
See MSJ at-40. In its response to Plaintiff's motiofor summary judgment, Defendamitfers
little evidenceshowing use or intent to resume use frd@12 t02013;its strongest evidence
consists ofinvoiceshilling one of Defendans distributos, Cracovia, less than $236r small
orders of Tommy Guns replica vodkhuring this period. Dkt. # 40, Resp. MSJ, Ex. I
Defendant contends that undgands, “minimal efforts” such as those expended by Broaks
enough to establish intent to use and defeat a claim of abandonment. And, to the extent that it
may not be too latdefendant’s recent activity showsraichstronger effort to use its mark.

On a motion for a temporary restraining order, @irt need not conduct a fdlown

summary judgment analysis, which necessarily would involve patsiegands case and



offering a nuanced view as to whettl@efendant’s efforts are todtle and too late. For present
purposes, it suffices to conclutleat, as with the infringement issue, Plaintiff has shown a far
better than negligible chance of prevailing the abandonment issas well To be sure,
because Plaintiff's claim on the merits is not overwhelming or unassailabley, thed“sliding
scak” Plaintiff still must make a reasonably strong showing on the other elemertke of
analysis.

B. Inadequate Remedy at Law / Irreparable Harm

Plaintiff argues thaDefendant’'salcohol saleswill irreparably harmits goodwill and
impede Plaintiff'splannedentry into the alcohol marketrreparable harm is generally presumed
in trademark infringement case&li Lilly & Co. v. Natural Answers, Inc., 233 F.3d 456, 469
(7th Cir. 2000); sealso Abbott Labs. v. Mead Johnson & Co., 971 F.2d 6, 18 (7th Cid992).
Defendant offers npersuasiveauthority or argument rebutting this presumption. Thus, for the
purposes of this motion, the Qotinds that Plaintiflacks an adequate remedy at law.

C. Balancing of Harms

Based on the record currently before the Cob,bialance of the harms analysis also
favorsPlaintiff. Alcohol is neither seasonal nor perishable, so a temporary restraining otder wil
have little effect on the value @efendant’sinventory at least in the short termDefendant
points topotential harm to it€hinese manufacturer and American distribsifcom any delay in
bringing the liquor products to their final market destinations. m@fendant fails to offer any
affidavits or evidencejuantifyingthe extent of this harm. In weighing thegally presumed
irreparalbe harm to Plaintiff based on Defendant’s alleged infringement without Hylegdid
mark against thisinsubstantiated harm to Defendéand third parties working with Defendant)

the Court finds that the balanceldrdslips tips in Plaintiff's favor. And this is all the morso



when one considers the mechamésmaking the losing party whole after a final disposition.
Should Plaintiff prevail in the end, but suffer harm in the interim from Defendantisgamen,
the Court would be d-pressed to determine the damagélaintiff's reputationand Plaintiff
might have difficulty collecting any dameg awarded given the uncertdinancial picture of
Defendant that can be pieced togetinem the summary judgmémecord By contrast, should
Defendantultimately prevail, but suffer harm in the interim from a temporary injunction
blocking its sales, its damages could be measured in lost @oftselatedusiness expenses
which it could collect from the bondahPlaintiff mustpost as security for the injunctidn.

D. Bond

Federal Rule of Civil Procedure 65(c) requires a party obtaining a tempestraining
orderto post a bondsufficient to“pay the costs and damages sustained by any party found to
have leen wrongfully enjoined or restrainéd Fed. R. Civ. P. §6). Unfortunately, neither
party specifically addressed thalue of an adequate bond in its briefs, despite the Court’s
request that they do so. Further complicating the inquiry is the ddantfoomation on the
current status of the shipments of Defendant’s product from China to points of shie in t
country. To the extent that the record contains any specifics, they have been devgelgthy
Defendant. The Purchase Order indicates that more than $400,000 in priticoately is
scheduled to reach the market, butacks specific target dates. According to the sparse

evidence of record, at least 140 of the 5,800 cases ordered have been distributdddatadara

! For example, Defendant argues that a temporary restrainingwaittlearm the shipping companies by
forcing them to hold or return the containers imsig but this order only restres the sale of alcohol, not

its manufactureshipment or storage Defendant has provided no detail in regard to where in the stream
of commerce its products currently stand, but to the extent that Defendaratelyi preails, it certainly

can argue that any damages incurred as a result of an erroneously issued ingueatemoverable and
should be paid out of Plaintiff's bond.



in lllinois. Plantiff estimates that these cases have a value, at most, of $1Re@i@aps there
are morecases on shelves alreathyit how many remains unknown to the Court at this time.
In settingthe amount of the bond, the Court will take a conservative approach and require
a bond of $50,000 at this timewhich is well in excess of the amount of product known to have
reached market. The extra amount is justified, however, based on Defendant’ s aoert
additional shipment and storagexpenses thathe injunction may cause Should the parties
marshal additional evidence that bears on the amount of the bond, they may present & to Judg
Aspen in a request to modify the terms of the bond should he decide to continue the injunction in
place, either by extending the TRO or by entering a preliminary injuncBeeHoosier Energy
Rural Elec. Co-op., Inc. v. John Hancock Life Ins. 2008 WL 5216027, at *5 (S.D. Ind. Dec. 11,
2008) Olympia Equip. Leasing Co. v. W. Union Tel. Co., 786 F.2d 794, 799 (7th Cir. 1986)
(noting that a district court may modify analogous security orders under6R(dg in light of
changed circumstances).
1. Conclusion
For the reasons stated above, the Cauants Plaintiffs motion for a temporary
restraining ordef49] and finds and orders the following:
1. Based upon thériefs and affidavits filed bythe partiesand the arguments of
counsel in open court, the Court finds that Plaintiff has sustained its burden and
demonstrated some likelihood of success on the merits. The Court also findsitht Pla
likely lacks an adequate remedy at law and will suffer irreparable harm should a
temporary restraining order not be issuetihe balance of the hardshipslditionally

weighs inPlaintiff's favor.



2. Pursuant to Federal Rule of Civil Procedure 65(b), a fourteen day temporary
restraining order, commencing &100 p.m.on December 5, 2014 and expiring1a®0

p.m. onDecember 19, 2014s entered Pursuant to this ordeDefendant,ts agents,
servants, employees, officers, attorneys, successors and assigns, ansbal, ggms,

and corporations acting in connection or participation withh on itsbehalf, are enjoined

from selling alcohol in Tommy Guns-shaped bottles.

3. To ersure that adequate security is provided to Defendant, Plaintiff is directed to
post a bond of $50,000 with the Clerk of the Casrsoon as practicable.

4. To ensure that sales of Defendant’s product do not take place in violation of this
order, Defendat is directed to provide notice of the terms of this injunction as soon as
practicable to itagents, servants, employees, officers, attorneys, successors and assigns,
and all persons, firms, and corporations acting in connection or participation @aithn

its behalf.

5. This matter is set for a status hearing before Judge Aspen on Thursday, December

18, 2014 at 3:00 p.m.

Dated: December,2014

Robert M. Dow, Jr.
United States Districiudge
as Emergency Judge for
Judge Marvin E. Aspen
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