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UNITED STATES DISTRICT COURT
DISTRICT OF MASSACHUSETTS

CIVIL ACTION NO. 17-11735GA0O

STERNGOLD DENTAL, LLC,
Plaintiff,

V.
HDI GLOBAL INSURANCE COMPANY,

Defendant.

OPINION AND ORDER
SeptembeR9, 2018

O'TOOLE, D.J.

The plaintiff, Sterngoldental, LLC, (Sterngoldnanufactures and seliental products.
It purchased @ommercialliability insurance policy from the defendant, HGlobal Insurance
Company (HDJ), providing coverage againstmong other thingspersonal and advertising injury
liability.” The policy was in effect for calendar year 2016.

l. The Policyand Underlying Claim

Pursuant tahe policy, HDI agreed to “pay those sums that the insured becomes legally
obligated to pay as damages because of ‘personal and advertising injhythothis insurance
applies,” and to “defend the insured against any ‘suit’ seeking those damagespl.(ExnA,
Commercial Lines Policy, 20 (dkt. no:1}.) The policydefines‘personaland advertising injury”
in part as follows:

“Personal and advesing injury” means injury . . . arising out of one or more of
the following offenses: . . .

f. The use of another’s advertising idea in your “advertisement”; or

Dockets.Justia.com


https://dockets.justia.com/docket/massachusetts/madce/1:2017cv11735/192026/
https://docs.justia.com/cases/federal/district-courts/massachusetts/madce/1:2017cv11735/192026/25/
https://dockets.justia.com/

g. Infringing upon another's copyright, trade dress or slogan in your
“advertisement”.

(Id. at 29.) The policy defines “advertisement” as “notice that is broadcasitished . . . about
your goods, products or services for the purpose of attracting customers oresagpoduding
such notices “placed on the internet or on similar electronic means of communidgdicet.27.)

There isalso apertinent &ception to the policy coverag8&ection 1(B)(2){) of the policy
contains an intellectual property exclusion clause EXelusion”), whichprovidesthat, subject
to certain limited exceptions;This insurance does not apply to: . . . ‘Personal and advertising
injury’” arising out of the infringement of copyright, patent, trademark, tradeetsecrother
intellectual property rights.ld. at 21.)

In May 2016, Sterngold was sued by IAti@ck International, Inc. (“Intre_ock”), another
company in the business séllingdental products (the “Intreock Action”). The suit concerned
Sterngold’spurported infringement olintra-Lock’s patents and trademark€ourt Il of Intra
Lock’s complaint, the only claim relevant here, alleged tRe8SECO marks used by Sterngold
wereinfringing theregistered “OSSEAN” trademathkat IntraLock usedfor its patented version
of the same productintra-Lock specifically allegedthat “Sterngold had begun using the
confusindy similar marks OSSED® and OSSEOs™ with osseointegrative dental implant
coatings in internet advertisirigand that its use of these marks “deceived third parties as to the
affiliation, connection or association of Sterngold with [IAtack] and as to whether or not [Intra
Lock] has anything to do with the origin, sponsorship, or approval of the goods.” CAn33-1

34, Intra-Lock Int’l, Inc. v. Sterngold Dental, LLC, NdL.6-cv-80699WJZ (S.D. Fla. May 3,

2016), ECF No. 1.
Sterngold tenderedefenseof the IntraLock Action to HDL HDI denied coverage and

refused to defend Sterngol&terngold and Intrhock ultimately settled the case. Shortly



thereafter, Sterngold requested that HDI indemiifgr the damages it was obligated to pay in
connection with the settlement and dismissal. HDI again refused.

Sterngoldcommenced this actioseeking a declaratory judgment that HDI had a duty to
defend or indemnifyit in the IntraLock Action, as well asdamages. HDI has responded by
movingto dismiss the complairior failure to state a claim. Fed. Riv. P.12(b)(6).

L. Discussion

All Sterngolds claims are premised dts allegation thaHDI breacled its obligations
under the policy because Count Il bétintraLock Action, for trademark infringement,ggered
coverage HDI responds that théntra-Lock actiondid not allege an injurgoveredunder the
policy. The partieheredo not dispute the general facts of the @cagmintto any ambiguity within
the terms of the policy. Their disagreement pertains only Count Il ointheeLlock conplaint
and whether the facts alleged therein assert a covered claim.

A. Applicable Legal Standards Insurance Policy Coverage

Under Massachusetts lawan insurerhas a duty to defend when allegatioagainst its
insuredin the underlying complairdre“reasonably susceptible of an interpretation that states or

roughly sketches a claim covered by the policy terBalings v. Commerce Ins. C®36 N.E.2d

408, 414 Mass. 2010)(citing Ruggerio Ambulance Serv., Inc. v. National Grange Mut. Ins, Co.

724 N.E.2d 295, 298Mass. 2000)). The questionturns on“what an objectively reasonable

insured, reading the relevant policy laagewould expect to be coverédBrazas Spding Arms,

Inc. v. Am. Empire Surplus Lines Ins. Co., 220 F.3d 1, 4 (1st Cir. 2000). Provisions in the policy

! In addition to the declaratory judgment, the complaint asserts claims fohbséaontact,
breach otheduty of good faith and fair dealing, bad faith, negligence, and unfair or dexapts
or practices, Mass. Gen. Laws Ch. 93A, § 11.
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susceptible to more than one rational interpretation are construed in favor ofited Merchants

Ins. Co. ofN.H. v. U.S. Fid. & Guar. Co., 143 F.3d 5, 8 (1st Cir. 1998).

If the insuredmeets thignitial burden of establishing the possibility of coverage under the
policy, the burdenthen shifts to the insurer to prove the applicability afyaexclusionary

provision.Saint Consulting Grp.nkt. v. Endurance Am. Specialty Ins. Co., 699 F.3d 544, 550 (1st

Cir. 2012 (citing Highlands Ins. Co. v. Aerovox In&76 N.E.2d 801, 80@Mass.1997)).Insurers

have no duty to investigate or defend when the relevant allegatiorspamgficallyexcluded from
coverage,” Braza®20 F.3d at 4, buheymust establish that an exclusion applies to all potential
liability based on the facts alleged in the underlying complaint as a matiaw.diorfolk &

Dedham Mut. Fire Ins. Co. v. Cleary Consultarihc, 958 N.E.2d 853, 862 (Mass. App. Ct.

2011) seeSaint 699 F.3cht550 see alsd-inn v. National Union Fire Ins. Pittsbur96 N.E.2d

1272, 1275 (Mass. 2008) (“The interpretation of an exclusion in an insurance contract presents a
guestion of la.”).

B. Documents Considered

As a preliminary matter, Sterngaddgueghat the Court may not consider any allegations
from the IntraLock complaint apart from those included in its own complaint. This is plainly
incorrect.Courts may consider certain extrinsic documents when ruling on a motion to dismiss
without converting it to one for summary judgment, including documents the autlyawitietich
are rot disputed by the parties, official public recordegcuments centrab the plaintiff's claim,

anddocuments sufficiently referred to in themplaint.Ereeman v. Town of Hudson, 714 F.3d

29, 36 (1st Cir. 2013Where, as here, trmomplaints factual allegations atexpressly linked
to—and admittedly dependent upe@ document (the authenticity of which is not challenged),

that document effectively merges into the pleadings and the trial court can remealediding a



motion to dismiss under Rule 12(b)(63eeBeddall v. State St. Bank & Tr. Co., 137 F.3d 12, 17

(1st Cr. 1998) accordClaudioDe Leon v. Sistema Universitario Ana G. Mendez, 775 F.3d 41,

46 (1st Cir. 2014)FurthermoreMassachusetts law specifically requires courts to consider the

underlying complaint in determining whether there is a duty to defgsle.qg, Utica Mut. Ins.

Co. v. Herbert H. Landy Ins. Agency, Inc., 820 F.3d 36, 41 (1st Cir. 2D&6)fsche Bank Ndt’

Ass’n v. First Am. Title Ins. Cqg 991 N.E.2d 638, 6412013).Sterngold cites no authority to

suggest that this consideration is lindite only those portions of the underlying complaint which
the plaintiffhas chosen to include. Accordingly, the Court considers the Sterngold complaint, the
insurance policy attached thereto, and the Intra-Lock complaint.

C. Scope of Policy Coverage

HDI Contends that the allegations in Count Il of the hitogak arise out of trademark
infringement and arthereforeprecluded from coverage Itlye IP ExclusionThe full text ofthe
IP Exclusionreads:

This insurancedoes not apply to. . .

“Personal and advertising injury” arising out of the infringement of copyright,
patent,trademark, trade secret or other intellectual properghts. Under this
exclusion, such other intellectual property rights do not include the use of another’s
advertising idea ingur “advertisement”.

However, this exclusion does not apply to infringement, in your “advertisement”,
of copyright, trade dress or slogan.

(Compl., Ex. A, Commercial Lines Policy, 21 (emphasis added).)

The first sentence of the exclusion unambiguously states that “‘Personal anisidyer
injury’ arising out of the infringement of . . . trademark . . . rights” is an injury to which the
insurance “does not apply.” The phrase “arising out of” is broadly construed bg wailnin the
Commonwealth to include a wider range of causation than the concept of proxannsaéan in

tort law, more akin to “but for” causation. Bagley v. Monticello Ins. Co., 430 Mass. 454, 458-59,
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720 N.E.2d 813, 817 (199%ccordBrazas 220 F.3d at 7. There is no question thatits face

Count Il of the Intra-Lock complairalleges trademark infringement.

Sterngoldargueghat the second sentenakthe provision creates an exception to the first
sentence-i.e.the use of another’s “advertising idea” in the insured’s “adsarient’andthat its
use of the OSSEAN trademark falls within this exception because tradeararkadvertising
ideas.”"These propositions actearly contradicted by plain readingof the policy.

In the first place,the second sentenaxplicitly pertains only tothe phrase‘other
intellectual property rights” in the first sententteclarifiesthat the use cénother’s “advertising
idea” in the insured’s own “advertising” ot one of the “other intellectual property rights”
excludedbythe fird sentencdt does notimit the categoricaéxclusion of trademark infringement
claims If trademarks and advertising ideas were interchangeaoler the policy, as Sterngold
seems to argue, the specific exclusion of trademark infringement claithe fgt sentence of
the provisiorwould be meaningless becausettiaglemark wouldhevertheless be an “advertising
idea” excepted from the exclusidiy the second sentenead thus coveredan absurd, rather
than sensible, reading of the provisidrhe IP Exclusion draws a clear distinction between
“trademark$and “advertising ideg$ andit is harmonious within the context of the policy when
this distinction is recognized.

Sterngold’s second argument is similar to its first. It argues that the OS$takNis a
“slogan” such that its use of that mark qualified as “infringing upon another’'slogan” in its

“advertisement.’A slogan hasariouslybeen definedsa“distinctive cry, phrase, or motto of any

party, group, manufacturer, or pens catchvord or catchphrase€. Cincinnati Ins. Co. v. Zen

Design Grp., Ltd., 329 F.3d 546, 556 (6th Cir. 20Q@)oting Random House Unabridged

Dictionary 1800 (2d ed.1993seeCGS Indus., Inc. v. Charter Oak Fire Ins. Co., 720 F.3d 71, 78




(2d Cir. 2013)defining slogans aptrases used to promote or advertise a house mark or product
mark, in contradistinction to the house or product mark its@friphasis in original))This is in
contrast to a trademark, which functions as a seweifier of goodor productsdistinguishing

the trademark holder’'s goods from those sold by others. 15 U.S.C. § 1127; Boston Duck Tours,

LP v. Super Duck Tours, LLC, 531 F.3d 113 (1st Cir. 2008). As stated aboues allegations

in Count Il oftheIntra-Lock complant sketch only claims of trademark infringement, aadnot
reasonablye construedsaa claim for slogan infringemenThe OSSEANmark is not a slogan

but asourceidentifying trademarkSeeHugo Boss Fashions, Inc. v. Fed. Ins. Co., 252 F.3d 608,

619 (2d Cir. 2001).
1. Conclusion

BecauseHDI has established that it had no duty to defend Sterngold in thelLbitka
Action, itsMotion to Dismiss for Failure to State a Claim (dkt. no. 6) is GRAN &Ml he case
is DISMISSED.

It is SO ORDERED.

[s/ George A. O'Toole, Jr.
United States District Judge
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