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UNITED STATESDISTRICT COURT
NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

MAUI JIM, INC., )
)
Plaintiff and )
CounterclainDefendant, )
)
V. ) No.1:16CV 9788
) Hon.Marvin E. Aspen
SMARTBUY GURU ENTERPRISES, )
MOTION GLOBAL LTD., )
SMARTBUYGLASSES SOCIETA )
A RESPONSABILITA LIMITATA, )
SMARTBUYGLASSES OPTICAL )
LIMITED, )
)
Defendantand )
Counterclaimants. )

MEMORANDUM OPINION AND ORDER

MARVIN E. ASPEN, District Judge:

Presently before us is Plaintiff an@hterclaim Defendant Maui Jim, Inc.’s
(“Maui Jim”) motion to dismiss Defendants a@dunterclaimants SmartBuy Guru Enterprises,
Motion Global Ltd., SmartBuyGlasses Socief@esponsabilitd Limitata, and SmartBuyGlasses
Optical Limited’s (collectively “SmartBuyGlasses”) counterclaims. (Dkt. No. 44.) For the
reasons stated below, we grant Mam’dimotion in part and deny it in part.

BACKGROUND

At the motion to dismiss stage, we accept all well-pleaded factual allegations in the
counterclaim as true and draw alldrences in the plaintiff's favorCole v. Milwaukee Area
Tech. Coll. Dist.634 F.3d 901, 903 (7th Cir. 2011). Maui Jim is a designer, manufacturer, and
provider of prescription and ngorescription sunglasses. d@pl. (Dkt. No. 1) 1 15.)

SmartBuyGlasses is an ordinetailer of luxury degner eyewear. (Counterclaim
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(Dkt. No. 20) T 143 It sells products from more tha80 designer brands, including Maui Jim,
on its websites in 30 countriedd (11 14, 17.) SmartBuyGlassekeges it “neither purchases

nor sells to consumers eyeweaattts not new ogenuine.” [d.  16.) It notifies customers that

it is an independent retailer, and is not affiliatathwhe brands it sells unless it states otherwise.
(Id.) It further asserts that all trademasdksd brand names shown on its website “are the
property of their respective compas which retain all rights.”Id.)

SmartBuyGlasses alleges it procures genMaei Jim sunglasses primarily through
European affiliates and distributors that purchase directly from Maui Jim 18.) It contends
that its distribution channel “isot unknown to Maui Jim,” as ¢hexecutive leadership at Maui
Jim has been aware of SmartBuyGlassegply chain sincat least 2011.14.)

SmartBuyGlasses further alleges it partners wilkagt one authorized distributor of Maui Jim
sunglasses for itsnline sales. Id.) Maui Jim never objected tts supply chain or otherwise
guestioned its authorization to procureaim sunglasses through its partnets. { 19-21.)

Maui Jim brought suit against SmartBuy&as on October 17, 2016, asserting claims of
trademark counterfeiting and infringement, unfair competition, false advertising, and trademark
dilution in violation of the Lanham Act, 15 U.S.C. § 108i.seq(Counts I-Ill); copyright
infringement in violation of the Copyright Act of 1976, 17 U.S.C. § Bdseq(Count IV); and
unfair trade practices in violation of tHenois Uniform Deceptive Trade Practices Act
(“UDTPA"), 815 ILCS 5/10et seq(Count V). (Compl. 1Y 71-107Maui Jim alleges the
SmartBuy entities have never bemrthorized retailers of Mauirdisunglasses, yet they sold and

offered for sale counterfeit sunglasses under Maui Jim’s trademaak$. 2() Maui Jim

! In its counterclaim, SmartBuy&sses does not allege théat®nship between the various
SmartBuy entities. Maui Jim’s complaint includdkegations regarding ¢frole of the various
entities, but the allegians are disputed.SeeAnswer 1 7-10.)



contends SmartBuyGlasses “sigo#ntly alter[s] Plaintiff's genmie sunglasses by replacing the
lenses—an integral part afirsglasses—with Defendants’ own, lesser quality prescription lenses
and offer[s] the counterfeit pregation sunglasses for sale und®aintiff's registered marks,
without Plaintiff'sauthorization.” [d.)

SmartBuyGlasses answere@ ttomplaint on March 3, 2017 and set forth 13 affirmative
defenses. (Defs.” Answer, Affirmative @ses, and Counterclaim (Dkt. No. 20).)
SmartBuyGlasses also assertedrterclaims for unfair competitn in violation of the UDTPA
(Count 1) and lllinois Consumer Fraud and Deceptive Practices Act (“CFA”), 815 ILCS § 505/1,
et seq(Count Il); trade diparagement (Count Il); trademarksuse (Count VIl); and in the
alternative, unjust enrichment (Count Vlli(Counterclaim {1 36-56, 71-81.) In addition,
SmartBuyGlasses asserted declaratory judgeceamterclaims for copyright invalidity
(Count 1V), non-infringement aopyrights (Count V), and nanfringement of trademarks
(Count VI). (d. 1 57-70.)

SmartBuyGlasses does not contest that is $@Hdui Jim prescription sunglasses without
the genuine Maui Jim pscription lenses.|ld. 1 24.) Instead, SmantBGlasses asserts that
“[e]ach customer purchasing Maui Jim prestoip sunglasses from SmartBuyGlasses received
100% genuine Maui Jim frames and the geniia&i Jim non-prescrijon lenses that came
with the frame,” and the “customers also reediprescription lenses fabricated through
SmartBuyGlasses by a premiwptical laboratory.” Id.) SmartBuyGlasses alleges customers
are expressly advised regarding the lenses b#iesemake their purchase, and its customers
“were never promised prescriptitenses through Maui Jim.”Ild. T 25.) Instead,
SmartBuyGlasses informed customers about itsstpigtion lens prograrhwhich states that

the prescription lenses are made by “premiums lgroducer Essilor as well as our premium



guality house brands.”ld.) SmartBuyGlasses alleges thlike the non-prescription
sunglasses, the Maui Jim prescription sungaSseartBuyGlasses soldite customers were
absolutely authentic.”ld. 1 23.)

SmartBuyGlasses alleges it brings its cowltééms “to expose and rectify Maui Jim’s
ongoing illegal campaign to stifle compatiti.” (Counterclaim § 1.) According to
SmartBuyGlasses, Maui Jim “seeks to eradit@téul competition ad monopolize control over
its worldwide supply chain, allowg it to illegally propup prices of its egwear,” calling the
instant litigation “integral to such efforts.1d¢ § 2.) SmartBuyGlasses further alleges Maui
Jim’s efforts to stifle competition from discountaiers include “the fabrication of baseless
intellectual property claims agst SmartBuyGlasses coupledh a xenophobic propaganda
campaign that disparages SmartBuyGlassesihless by falsely asserting that they are
counterfeiters.” Ig. 1 2, 28-29.) In furtherance of @forts, SmartBuyGlasses alleges Maui
Jim issued a press release dated January 23, ‘20Which it publicized false allegations that
comprise its complaint, adding false and disgarg commentary from its Vice President of
Global Marketing.” [d. T 34.) Specifically, Maui Jim’gress release included the following
statement from Jay Black, Maui JMice President, Global Marketing:

Companies that utilize these types dfigenuous and misleading sales practices

undermine the integrity of the Maui Jimamd and the quality and technology it has

come to represent . . .. This lawsuit iiged to protect our brand and the inherent
value of its earned reputation, as well as @ustomers and our authorized retailers.

We simply cannot allow our brand to armed by the sale of counterfeit or

non-genuine Maui Jim products that do fieé up to our—andnost importantly

our customers'—expectations.
(Id. T 34;see alsd’ress Releas®em. in Support of Mot. to Dismiss, Ex. A (Dkt. No. 44-1)

at 2-3.) SmartBuyGlasses allegieat as a result dhe press release and Maui Jim’s other

actions, SmartBuyGlasses has been harmed in the marketghcg3%.)



LEGAL STANDARD

Federal Rule of Civil Procedure 12(b)(6) goveeanmotion to dismiss for failure to state a
claim upon which relief may be granted. A mottordismiss pursuant to Rule 12(b)(6) must be
made before pleading if a responsive pleadirajleasved. Fed. R. CivR. 12(b). “After the
pleadings are closed—but early enough naleiay trial—a party may move for judgment on
the pleadings. Fed. R. Civ. P. 12(c). Failarstate a claim upon which relief can be granted
may be raised by motion under Rule 12(c). FedCiR.P. 12(h)(2)(B). We review a motion for
judgment on the pleadings under the same standard as a motion to dismiss pursuant to
Rule 12(b)(6).Lodholtz v. York Risk Servs. Grp., In¢/8 F.3d 635, 639 (7th Cir. 2015);
Adams v. City of Indianapolig42 F.3d 720, 727-28 (7th Cir. 2014).

We accept “the allegations in the complaintras unless they arehteadbare recitals of
a cause of action’s elements, suppolgdnere conclusory statementsKatz-Crank
843 F.3d 641, 646 (7th Cir. 2016) (quotiaghcroft v. Igbgl556 U.S. 662, 678,
129 S. Ct. 1937, 1949 (2009)). The pleading must stafaim that is plausible on its face to
survive a motion to dismisdgbal, 556 U.S. at 678, 129 S. Ct. at 19B@jl Atl.
Corp. v. Twombly550 U.S. 544, 570, 127 S. Ct. 1955, 1974 (208%)John v. Cach, LLC
822 F.3d 388, 389 (7th Cir. 201&arkis’ Cafe, Inc. v. Sarks in the Park, LLC
55 F. Supp. 3d 1034, 1038 (N.D. Ill. 2014). “A cldmass facial plausibility when the plaintiff
pleads factual content that allows the court to dimmweasonable inference that the defendant is
liable for the misconduct allegedlgbal, 556 U.S. at 678, 129 S. Ct. at 1949. The plausibility
standard “is not akin to a ‘prob#ity requirement,” but it askir more than a sheer possibility
that a defendant has acted unlawfullyd’ at 1949 (quotingwombly 550 U.S. at 555,

127 S. Ct. at 1964-65). That is, while the plaimtéed not plead “detailed factual allegations,”



the counterclaim must allege facts sufficientracse a right to relief above the speculative
level.” Twombly 550 U.S. at 555, 127 S. Ct. at 1964—65.
ANALYSIS
I.  UDTPA, CFA, AND TRADE DISPARAGEMENT COUNTERCLAIMS

SmartBuyGlasses alleges that Maui Jigosnplaint and in its January 23, 2017 press
release constitute trade disparagement (Corand violate the UDTPA (Count I) and
the CFA (Count Il). (Counterclaim 11 36-56.) Widim argues the counterclaims must be
dismissed because its conduct in filing a lawsuathisolutely privileged under lllinois law.

(Mem. in Support of Mot. to Dismiss (“Mem.”) {. No. 44) at 5-6, 11.) Maui Jim also asserts
SmartBuyGlasses has failed to state a claim upon whiet can be granted.
(Id. at 6-10, 11-13.)

The UDTPA states that “[a] person engamea deceptive trade practice when, in the
course of his or her business, vocation, or ocioipathe person . . . (7) represents that goods or
services are of a particulaastlard, quality, or grade or thgihods are a particular style or
model, if they are of anothg(8) disparages the goqdservices, or business of another by false
or misleading representation @ict; . . . or (12) engages inyaother conduct which similarly
creates a likelihood ofomfusion or misunderstanding.” 815 ILCS 510/2(a)(7), (8), (12).

(See alscCounterclaim 17 37-39.) SmartBuyGlassésgals Maui Jim violated the UDTBAy
misrepresenting that SmartBuyGlasses “sold inferior and countenfgibne of Maui Jim

sunglasses when, in fact, Smanlasses sold genuine Maliin sunglasses with warranties

% The parties agree the analysis is the samkdth the UDTPA and trade disparagement claims.
(Mem. at 13; Resp. (Dkt. No. 56) at 146ge als€Conditioned Ocular Enhancement,

Inc. v. Bonaventura458 F. Supp. 2d 704, 710 (N.D. lll. 200)lllinois state courts have held
that, in effect, the UDTPA codified the commow ltort of commercial disparagement.” (citing
Crinkley v. Dow Jones & Cp67 Ill. App. 3d 869, 876, 385 N.E.2d 714, 719 (1st Dist. 1978)).



better than the product warranties Maui Jisuedd.” (Counterclaim § 37.) SmartBuyGlasses
also alleges Maui Jim improperly “dispardgbe goods and services of SmartBuyGlasses by
falsely representing that SmartBuyGlasses solthterfeit and inferior products,” and “created a
likelihood of confusion or misunderstanding ashe quality and authdénity of Maui Jim
products that SmartB@lasses offered.”Id. 1 38-39.)

SmartBuyGlasses also alleges Maui Jim violahedCFA. “The Consumer Fraud Act is
a regulatory and remedial stauhtended to protect consumersyrowers, and business persons
against fraud, unfair methods of competition, arebotinfair and deceptivmisiness practices.”
Robinson v. Toyota Motor Credit Coy01 Ill. 2d 403, 416-17, 775 N.E.2d 951, 960
(1. 2002). “To state a claim under the Act, aiptiff must allege: ‘(1) a deceptive act or
practice by the defendant; (2) the defendant’siirtteat the plaintiffely on the deception;
and (3) the occurrence of the deceptionmya course of conduct involving trade or
commerce.” ATC Healthcare Servs., Inc. v. RCM Techs., 182 F. Supp. 3d 943, 954
(N.D. lll. 2016) (quotingRobinson201 Ill. 2d at 417, 775 N.E.2d at 96Q)jveira v. Amoco
Oil Co,, 201 1ll. 2d 134, 149, 776 N.E.2d 151, 160 (lll. 200%)ano v. Ferriss
2013 IL App (1st) 120242, 1 24, 988 N.E.2d 1686. SmartBuyGlasses asserts Maui Jim
violated the CFA because it “misled consumets believing that products purchased directly
through Maui Jim were superior toase purchased through SmartBuyGlasses.”
(Counterclaim 1 44.) Indalition, SmartBuyGlasses alleges Maui Jim “fraudulently
misrepresented to the publicraligh its baseless liigion and false press release (among other
things), that SmartBuyGlasses was a counterfetarduce customers to purchase from Maui
Jim directly.” (d.) It alleges Maui Jim’s “maliciousna willful” actions constitute unfair

competition and have caused damadd. {[f] 45-46.)



A. Absolute Litigation Privilege

Maui Jim first argues SmartBuyGlasses’ trade disparagement, UDTPA, and CFA
counterclaims are barred by lllinois’ absolutegktiion privilege to the extent they are based on
the allegations asserted in Maui Jim's complaiikem. at 5-6, 11; Reply at 2—4.)
SmartBuyGlasses responds that the absoligation privilege is limited to claims for
defamation, false light, and invasion of privacy—noh&hich are alleged ne. (Resp. at 3.)

“In essence, the absolute litigation privilegféords immunity to attorneys (and other
participants in the judicial pcess) from tort liability ariag out of statements made in
connection with litigation.”Steffes v. Stepan Cd44 F.3d 1070, 1074 (7th Cir. 1998). Under
lllinois law, the only cause afction recognized for the wrongfiiling of a lawsuit is one for
malicious prosecution or abuse of procddavoco of Am., Ltd. v. Hollobqw02 F.2d 643, 647
(7th Cir. 1983)Junction Sols., LLC v. MBS Dev, Indo. 06 C 1632, 2007 WL 4234091, at *5
(N.D. lll. Nov. 20, 2007)PSN lIl., Inc. v. Ivoclar Vivadent, IndNo. 04 C 7232,

2005 WL 2347209, at *5-6 (N.D .lll. Sept. 21, 2008)onsequently, “misrepresentations made
in the course of prosecuting a meritless lawsuihalogive rise to a cause of action at common
law or under the [CFA] or UDTPA becausetlé litigation privilegelllinois’s ‘absolute

privilege protect[ing] anything said @rritten in a legal proceeding.’Shuffle Tech Intl,

LLC v. Sci. Games CorpNo. 15 C 3702, 2015 WL 5934834, at *16 (N.D. lll. Oct. 12, 2015)

% The parties agree that insofar as SmaytBlasses’ counterclaims rest on Maui Jim’s

January 23, 2017 press release, the privilege doeppbt. (Reply at 4, n.1; Resp. at Hee
Novoselsky v. Brow822 F.3d 342, 354 (7th Cir. 2016) (“[J]udicial proceeding immunity
extends only to the complainsdlf. Statements concerningudiicial proceedings are no longer
privileged once given to third parties such asrtredia, and thereforeetlpress release would not
receive privilege under this theoryihternal quotations omitted))lykowski v. Bergman

299 Ill App. 3d 157, 165, 700 N.E.2d 1064, 1071 (1st 0B88) (finding the tigation privilege
does not extend to statementade to third parties).



(quotingSkopp v. First Fed. Sav. of Wilmett&9 Ill. App. 3d 440, 447, 545 N.E.2d 356, 360
(1st Dist. 1989))see also Ivoclar2005 WL 2347209, at *5—6 ighissing ICFA unfair
competition claim that was “based on the defendant’s improper use of litigation as a means of
competition”).

SmartBuyGlasses argues in response that tiidege applies primarily to claims of
defamation, false light, and invasion of priva&ee, e.g.Conditioned Ocular
458 F. Supp. 2d at 708. However, lllinois colmase clarified that & absolute litigation
privilege applies outside the context of such claid@hnson v. Johnson & Bell, Lid.
2014 IL App (1st) 122677, 1 16, 7 N.E.3d 52 (&8plaining lllinois courts have not
“specifically discussed” whethabsolute immunity extends toagins other than defamation, but
finding “the absolute privilege would be meanigg if a simple recasting of the cause of action
could void its effect”). The majority afourts in this District agreeSee Rosales v. Weltman,
Weinberg & Reis CoNo. 15 C 06943, 2017 WL 1436957, at *5 (N.D. Ill. Apr. 24, 2017)
(collecting cases and agreeingitlwthe majority rule that jgd ICFA claim is barred by the
litigation privilege under lllinois law, becausige only claims for a wrongful lawsuit are
malicious prosecution and abuse of process”)s €bnclusion is further supported by the policy
justifications for immunity. Absolute immunitys based upon the public interest in according
to all . . . the utmost freedom of access to thetsafrjustice for the settlement of their private
disputes.” Restatement (Secowod)lorts 8 587, cmt. a (197&ee also Lyddon v. Shaw
56 Ill. App. 3d 815, 821-22, 372 N.E.2d 685, 690 (2d DBT8) (“Free access to the courts as a
means of settling private claims or disputea fandamental component ofir judicial system,
and courts should be open to litigants for the exmignt of their rights without fear of prosecution

for calling upon the courts to deteine such rights. . . . This same public interest demands that



we reject any effort to extend the tort liatyilfor the wrongful filing of a lawsuit beyond the
ambit of an action for malicious prosecution buse of process.” (internal quotations omitted)).
Accordingly, insofar as SmartBuyGlasses’ clains based on allegediglse statements and
misrepresentations Maui Jim made in its conmpland in litigating its lawsuit, such conduct
cannot give rise to liality under lllinois law. Havocq 702 F.2d at 641;yddon
56 Ill. App. 3d at, 821-22, 372 N.E.2d at 690.
B. Connection to lllinois

SmartBuyGlasses’ counterclaims must be @gsed in their entirety for an additional
reason. To raise a claim under the UDTPA oACHhe circumstances that relate to the
disputed transaction [must] occur panty and substantially in lllinois.”’Avery v. State Farm
Mut. Auto. Ins. C9.216 Ill. 2d 100, 187, 835 N.E.2d 801, 854 (lll. 20G#e also IPOX
Schuster, LLC v. Nikko Asset Mgmt. d®1 F. Supp. 3d 790, 807 (N.I. 2016) (“Although
the [UIDTPA does not contain tegkpressly confining its applicatn to events or circumstances
arising in lllinois, there is dong-standing rule of constructian lllinois which holds that a
‘statute is without extratritorial effect unless a clear intantthis respect appears from the
express provisions difie statute.” (quotind\very, 216 Ill. 2d at 184, 835 N.E.2d at 854));
Underground Sols., Inc. v. Palermido. 13 C 8407, 2014 WL 4703925, at *10
(N.D. lll. Sept. 22, 2014) (collecty cases applying the reasoning\weryto UDTPA claims);
LG Elecs. U.S.A., Inc. v. Whirlpool Cor809 F. Supp. 2d 857, 859 (N.ID. 2011) (holding the
rule stated irAveryapplies to the UDTPA as well as to 8EA). There is “no single formula or
bright-line test” for determining whethartransaction occurs within lllinois.
Avery, 216 Ill. 2d at 187, 835 N.E.2d at 8&&tcord Phillips v. Bally Total Fitness Holding

Corp., 372 1ll. App. 3d 53, 58, 865 N.E.2d 310, 315 @&t. 2007). Severdhctors, however,

10



are relevant to determining whether a transaaticcurred “primarily and substantially” in

lllinois: “(1) the plaintiff's residence, (2) where the misrepresentation was made, (3) where the
damage to the plaintiff occurred, and (4) whethe plaintiff communiced with the defendant

in lllinois.” Specht v. Google, INnG60 F. Supp. 2d 858, 866 (N.D. Ill. 2009¢e

also In re Sears Roebuck & Co. Tools Mktg. & Sales Practices, INtig.05 C 2623,

2005 WL 3077606, at *1 (N.D. IIl. Nov. 14, 2005).

At this stage, we look to whether tH&egations of the counterclaim are factually
sufficient such that one could plausibly concltiaiat the circumstanceisat relate to the
allegedly fraudulent transagh occurred primarily andubstantially in lllinois. Vulcan Golf,

LLC v. Google In¢.552 F. Supp. 2d 752, 775 (N.D. lll. 200&irst, it is undisputed that none
of the SmartBuy entities are resnde of Illinois. (Counterclaim Y$-12.) Rather, each entity is
a foreign business organized and with princpactes of business in the Cayman Islands, Hong
Kong, or Italy. (d.) Aside from Illinois being Maui Jing principle place of business and the
location where this lawsuit was filed—both of which are insufficedobe to estaidh an lllinois
connection—the counterclaim is devoid of allegasi connecting Maui Jir'alleged actions to
lllinois. Avery, 216 Ill. 2d at 189, 835 N.E.2d at 855 (tholy claims of non-lllinois plaintiffs
insufficient where the only connection to lllinoistiee headquarters ofd@tdefendant and the fact
that a scheme “was disseminated” from Illino\&n Tassell v. United Mktg. Grp., LL.C

795 F. Supp. 2d 770, 782 (N.D. Ill. 2011) (dismissitadm where “Illinois is implicated only
because [one defendant] is headquartered imidljhdespite the fact it was alleged to have
carried out its part of the deceptive conduct thé?bjljips, 372 Ill. App. 3d at 58,

865 N.E.2d at 315 (“The fact that a schemddafraud was disseminated from a company’s

headquarters in lllinois is insufficient.”). Furti@ore, a plaintiff's clains are insufficient to

11



state a claim under the UDTPA where, as hibee plaintiff “exclusively offers evidence
of . . . nationwide, as opposemlllinois-specific, conduct.”LG Elecs, 809 F. Supp. 2d at 862.

SmartBuyGlasses nevertheless argues “tlseapresentation was about an lllinois
proceeding,” and “it is likely that the press ese actually originated from Maui Jim’s corporate
headquarters in lllinois.” (Resp. at 9.) Howevke press release statewds issued from Maui
Jim’s business location in Lahaina, Hawaiigdahere are no allegatiomsthe counterclaim
establishing any connection between the prelesse or the compid and any Illinois
transaction. (Press Release at\&/here the complaint and prestease were drafted may be a
relevant factor in determiningeHocation of the transaction, buttims case, on the face of the
counterclaim, SmartBuyGlasses has not alleggdsach connection to lllinois, and the press
release indicates it originated in Hawativery, 216 Ill.2d at 187, 835 N.E.2d at 854.
SmartBuyGlasses’ assertion thasitlikely” the press release originated from lllinois is pure
speculation.

Nor does the counterclaim contain allegasi permitting a plausible inference that
SmartBuyGlasses has suffered any damage in lllin@seCGounterclaim 1 35, 41, 46 (alleging
broadly that SmartBuyGlasses has been dacthdgehe marketplace”).) Likewise, the
counterclaim is devoid of aligations indicating SmartBuyGlasseommunicated with Maui Jim
in lllinois. “Out-of-state plaintiffs ‘hav@o cognizable cause oftam under the Consumer
Fraud Act’ where ‘the overwhelming majority thfe circumstances’ pertaining to their claims
took place outside lllinois.’Phillips, 372 Ill. App. 3d at 58-59, 865 N.E.2d at 316.
Accordingly, SmartBuyGlasses has atfleged facts that, if truestablish a factual nexus with
lllinois as required tentitle it to réief under the UDTPA or CFAId.; In re Sears Roebugck

2005 WL 3077606, at *2. Therefore, Claimé#lJand Il are dismissed, without prejudice.

12



[I. TRADEMARK MISUSE COUNTERCLAIMS

In Count VII, SmartBuyGlasses allegesidim engaged in trademark misuse by
asserting “unfounded” and “objecdly baseless” claims of trademark infringement “brought in
bad faith” against SmartBuyGlasses. (Ceuclaim Y 72-73.) SmartBuyGlasses further
alleges Maui Jim’s infringement allegationsistitute anti-competitive behavior and attempt to
impermissibly broaden its righis its registered marks.Id; § 73.) As a result,
SmartBuyGlasses argues it is entitled to vecattorney feesmal costs pursuant to
15 U.S.C. § 1117(a) for defendingaigst Maui Jim’s “baseless claims under the Lanham Act.”
(Id. 1 77.)

In response, Maui Jim contends trademark seg8 not a cognizable affirmative claim.
(Mem. at 13.) “Unclean hands, or trademarkumse, is purely an affirmative defense and does
not form the basis for an affirmative claim fecovery.” 6 McCarthy on Trademarks and Unfair
Competition 8§ 31:44 (5th ed9ee also Arcadia Grp. Branddd. v. Studio Moderna SA
No. 10 C 7790, 2011 WL 3584469, at *4 (N.D. ARlug. 15, 2011) (dismissing a trademark
misuse claim because its proponent failed to sihoi a recognized affirmative claim or that
such a claim should be recognized in this cadé®); Corp. v. Gabriel Mfg. CoNo. 95 C 2004,
1998 WL 525431, at *8 (N.D. Ill. Aug. 19, 199&)kserving the “fragmented case history”
concerning trademark misuse claims and catintyit is a “phantom defense” whose existence
the court is “reticento even acknowledge”iuno Online Servs., L.P. v. Juno Lighting, Inc.
979 F. Supp. 684, 687-91 (N.D. Ill. 1997) (rejectiffgraative claim of trademark misuse as
lacking precedent).

In response, SmartBuyGlassaknowledges there is “cordting case law” regarding

whether trademark misuse may be asserted affiamative claim, but it argues we should delay

13



decision on the matter until summary judgment. (Resp. at 14-15.) In support, SmartBuyGlasses
relies on a single non-precedentlakision that likewise observébe novelty of the cause of

action” but allowed discovery to proceed nonethel&=s=McGuire v. Regents of Univ. of Mi.

No. 2:99 C 1231, 2000 WL 1459435, at *6 (S.D. Ohept. 21, 2000). We find the weight of
authority dismissing affirmative trademark misgs@®ms as a matter of law persuasive and

therefore find no reason to delay decision. Cadhtis dismissed with prejudice for failure to

state a claim upon which relief may be grantechlise trademark misuse may not serve as the
basis for an affirmative claim for recovenprcadia 2011 WL 3584469, at *45abriel,

1998 WL 525431, at *8Jung 979 F. Supp. at 691.

1. UNJUST ENRICHMENT COUNTERCLAIM

In Claim VIII SmartBuyGlasses alleges a clainmuofust enrichment in the alternative.
(Counterclaim | 78-81.) SmartBuyGlasses caig€Maui Jim knowingl and intentionally
used the trademark and copyright laws fer ithproper purpose of stifling competition in a
relevant market and enriched itselftbe detriment of SmartBuyGlasseslId.({ 79.) Maui Jim
argues the claim should be dismissed becausgtBayGlasses has failed to state a claim under
lllinois law. (Mem. at 16.)

Unjust enrichment is an equitable remedy thatvailable when no adequate remedy at
law exists.Reid v. Unilever U.S., Inc964 F. Supp. 2d 893, 922 (N.D. Ill. 2013). Under lllinois
law, “[tjo state a cause of action based on a thebonjust enrichment, a plaintiff must allege
that the defendant has unjustlyaieed a benefit to the plaintiff’detriment, and that defendant’s
retention of the benefit violas the fundamental principle$justice, equity, and good
conscience.”Cleary v. Philip Morris Inc.656 F.3d 511, 516 (7th Cir. 2011) (quoting

HPI Health Care Servs., Inc. v. Mt. Vernon Hosp., 1681 Ill. 2d 145, 160,

14



545 N.E.2d 672, 679 (lll. 1989)). Simply stated,usbjenrichment “is a means of recovering
something that the defendant is not entitledubis unfairly possessing to the plaintiff's
detriment.” Id. at 520.

Maui Jim first argues SmartBuyGlasses’ uhgisrichment claim must be dismissed
because it is based in part on the sanpramer conduct as alleged in counterclaim
Counts |, I, Ill, and IV, which for thesiasons stated above, we have dismissed.
See Cleary656 F.3d at 517 (“So, if an unjust ennoént claim rests on the same improper
conduct alleged in another claim, then the urgasichment claim will be tied to this related
claim—and, of course, unjust enrichment will stand or fall with the related claim.”). However,
we agree with SmartBuyGlasses that becavesbave found the UDTPA, CFA, trademark
disparagement, and trademark misuse claimsdiareasons unrelated to the alleged underlying
improper conduct—namely, because SmartBuyGsafsked to allege a sufficient lllinois
connection to its claims—we may still assessaB8BuyGlasses’ independent unjust enrichment
claim as a standaloneagin. (Resp. at 16.)

Maui Jim next argues the coentlaim lacks plausible alletjans identifying any benefit
Maui Jim has retained to SmartBuyGlasses’ detnin (Mem. at 16.) Maui Jim also contends
that SmartBuyGlasses fails to adequately pleadthe retention of any benefit was unjust.f
In response, SmartBuyGlassesitamds it has stated a propéaim for unjust enrichment.
(Resp. at 16-17.) It contends Maui Jim irezd a benefit that veaunjust by “illegally
prop[ping] up prices of its eyewear” by seekitg eradicate lawful campetition and monopolize
control over its worldwide supplghain.” (Counterclaim § 2.pmartBuyGlasses further argues
it identified how that benefit was used to StBalyGlasses’ detriment: Maui Jim engaged in a

public relations effort that “exploited recergnophobia by claiming th&martBuyGlasses was a
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counterfeiter” and issued a prestease that publicized false g&tions and included “false and
disparaging commentary.ld 11 2, 29, 34see also id] 35 (alleging Maui Jim’s actions “have
and will continue to harm SmartBGyasses in the marketplace”).)

While a plaintiff “need not show loss or damages, he must show a detriment—and,
significantly, a connection between the detrimemt the defendant’s reteon of the benefit.”
Cleary, 656 F.3d at 518-19. An unjust enrichmentrolanay lie where the plaintiff seeks an
award in the amount of the defendant’s “ubgsin, rather than géhplaintiffs’ loss.” Raintree
Homes, Inc. v. Vill. of Long Groy209 Ill. 2d 248, 258, 807 N.E.2d 439, 445 (lll. 2004). Taking
SmartBuyGlasses’ allegations as true, it has s#t goplausible claim that Maui Jim publicized
false allegations and commentary regardin@@®BuyGlasses’ products in a press release,
thereby wrongfully disparaging SmartBuyGlasdausiness and falsely asserting it sells
counterfeit products(Counterclaim {1 2, 29, 34-35.) Smarny&lasses alleges it has suffered
harm in the marketplace as a resuld. { 35.) The counterclaiméhefore connects Maui Jim’s
unjust benefit (increased prices of its products due to its allegedly anti-competitive and
fraudulent conduct) to a detriment to SmargBlasses (disparagement of its products as
counterfeit). Cleary, 656 F.3d at 518-20. As a result, SmartBuyGlasses’ allegations in
Count VIII are sufficient to survive dismissal at this stage.

V. DECLARATORY JUDGMENT COUNTERCLAIMS

Finally, SmartBuyGlasses asserts ¢hdeclaratory judgment claims.

(Counterclaim {9 57—70.) In Count IV, SmartBuyGlasséeges it is entitled to a declaratory
judgment that “any existing or future copyright ggations that issue asresult of any pending
applications are invalid.”Id.  60.) In Count V, it contendisis entitled to a declaratory

judgment that “its use of the images at isdigenot infringe any purpéed copyrights of Maui
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Jim.” (Id. § 63.) SmartBuyGlasses also asks for aagatdry judgment in Count VI that its use
of Maui Jim’s registered trademarks “does atl will not infringe or tarnish the marks or
otherwise violate state or fedestatutory or common law.”ld. § 70.) Maui Jim argues we
should decline to hear Counts IV, V, andb¥ (1) exercising our discretion under the
Declaratory Judgment Act, 29 U.S.C. § 2201(a)stéking the claims putsant to Rule 12(f);

or (3) dismissing the claims under Rule 12(b)(6).

“The purposes of declaratory judgments are laxity[ ] and settl[e] the legal relations at
issue’ and to ‘terminate and afford relief frahe uncertainty, insedty, and controversy giving
rise to the proceeding.”Tempco Elec. Heater Corp. v. Omega Eng’g,,|8&9 F.2d 746, 749
(7th Cir. 1987) (quoting Borchar®eclaratory Judgment299 (2d ed. 1941))1t is well settled
that the federal courts have discretion to ikeclo hear a declaratory judgment action, even
though it is within tleir jurisdiction.” 1d. at 747. Likewise, courts may strikaa spontéfrom a
pleading an insufficient defea®r any redundant, immaterial, impertinent, or scandalous
matter.” Fed. R. Civ. P. 12(flNielsen Co. (US), LLC v. Truck Ads, L. 08 C 6446,

2011 WL 221838, at *5 (N.D. Ill. Jan. 24, 2011). eT¢ourt’s discretion in deciding whether to
hear a declaratory judgment actiis “broad, and should bedsal on ‘practicality and wise
judicial administration.” Nielsen 2011 WL 221838, at *5 (quoting/ilton v. Seven Falls Co.
515 U.S. 277, 288, 115 S. Ct. 2137, 2143 (1995)) e/l counterclaim merely restates an
issue already before the court, “[i]t is well sdtthat such repetitiomnd unnecessapjeadings
should be stricken.'Green Bay Packaging, Inc. v. Hoganson & Assocs., Inc.

362 F. Supp. 78, 82 (N.D. lll. 1973¢e alspe.g, Bodum USA, Inc. v. A Top New Casting Inc.
No. 16 C 2916, 2016 WL 4440258, at *2 (N.D. lllué\ 23, 2016) (dismissing counterclaim that

“essentially presents nothing more than the flgef [plaintiff's] clams” and “adds nothing to
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the case beyond the issues that [plaintifflsims call upon the Court to adjudicate”);

Nielsen 2011 WL 221838, at *striking without prejidice a declaratoryiglgment counterclaim
for non-infringement, finding it was “redundantnecessary, and would potentially complicate
resolution of the copyright infigement claim at issue”garkis’ Cafe 55 F. Supp. 3d at 1038
(dismissing declaratory judgmecwunterclaim that served no “useful purpose” because the
substantive suit would resoltiee issues raised by the declaratory judgment actibmed

States v. ZanfeB53 F. Supp. 2d 962, 965 (N.D. Ill. 20051isidering “matters of practicality
and of wise judicial administtian” and striking reptious declaratory jdgment counterclaim

as “unnecessary and improper”). “[Clourts routyngismiss counterclaims that seek to generate
an independent piece of litigationt of issues that are alredolgfore the court; this includes
counterclaims that merely restate an affirmatieéense, as well as those which simply seek the
opposite effect of the complaintlhtercon Sols., Inc. \Basel Action Network

969 F. Supp. 2d 1026, 1065 (N.D. lll. 2013).

The validity of Maui Jim’s copyrights arttle issue as to whether SmartBuyGlasses
infringed them are already before the co8tnartBuyGlasses’ Count IV, which seeks a
declaration of copyright invality, seeks the oppositdfect of Maui Jim’s complaint and merely
restates SmartBuyGlasses’ affirmative deésnsSmartBuyGlasses has denied Maui Jim’s
allegations that the subject photographs are original, and it asserts in its Thirteenth Affirmative
Defense that “[tlhe copyrights at issue arealid because the images are not sufficiently
creative.” (Answer  5&ee also idat 38.) Likewise, SmartBuy@sses’ counterclaims seeking
declarations of non-infringemehased on an alleged license, thie fiae and firstale doctrine,
and Maui Jim’s acquiescence and authormatire all presently before the court.

SmartBuyGlasses denied Maui Jim’s allegatioa$ 8martBuyGlasses did noave a license to
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copy the photographs at issue and thatMaui Jim branded sunglasses sold by
SmartBuyGlasses are not authentic. (Answer 11 3, 56, 69.) Similarly, SmartBuyGlasses’
Third, Ninth, and Twelfth Affirmative Deferes raise acquiescence, license, and fair use
defenses, and its Second and Fifth AffirmativéeDees assert allegedthaorization from Maui
Jim and the first sale doctrine as defenses. (Answer at 20, 36.) Because SmartBuyGlasses’
declaratory judgment counterclairssek the opposite effect oktlkomplaint or are redundant of
the substantive issues raised in its affirmatigéenses, a separate declaratory judgment action is
unnecessary to resolve the issues set forBmartBuyGlasses’ Counts 1V, V, and \%ee
Intercon Sols.969 F. Supp. 2d at 1065. Accordingly, tnesunterclaims are stricken, without
prejudice.
CONCLUSION

For the foregoing reasons, we grant int @ad deny in part Maui Jim’s motion to
dismiss. We deny Maui Jim’s motion with respecCount VIII. Maui Jim’s motion to dismiss
is granted as to SmartBuyGlasses’ remainimgnterclaims. Accordingly, Counts I, Il, lll are
dismissed, without prejudice. In addition, CouMsV, and VI are stricken, without prejudice.

Count VIl is dismissed, with prejudice for failut@ state a claim. It is so ordered.

Dy E Cofpor

HonorableMarvin E. Aspen
UnitedStateDistrict Judge

Dated: January 23, 2018
Chicago/llinois
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