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UNITED STATESDISTRICT COURT
DISTRICT OF NEVADA

* * *

BOSTON DENTAL GROUP, LLC CaseNo. 2:16€v-01636RFB-CWH
Plaintiff, ORDER
V. Plaintiff's Motions for Partal Summary

Judgment (ECF Nos. 34, 35,)37

AFFORDABLE CARE, LLC
Defendant’s Motion for Summary Judgme
Defendant (ECF No. 38)

. INTRODUCTION
Before the Court arBlaintiff / CounterdefendarBoston Dental Group, LLC (“BDG”)’s
Motion for Partial Summaryudgment (Unlawful use), (ECF No. 34); Plaintiff's Motion fg
Summary Judgment (Naked Licensing), (ECF No. 35); Plaintiff’'s Motion for Saqsmdudgment
(Laches), (ECF No. 37); and Defenda@olunterclaimant Affordable Care, LLC (*AC”)’s Motion
for PartialSummary Judgment, (ECF No. 38).

. PROCEDURAL BACKGROUND

On July 12, 2016, BDG filed its Complaint against AC. (ECF No. 1). AC filed an Ans
and Counterclaim on September 12, 2016. (ECF No. 5). BDG filed an Answer to the Counte
on September 27, 2016. (ECF No. 10).

On June 30, 2017, BDG filed the instant Motion for Partial Summary Judgment o
issue of unlawful use, a Motion for Summary Judgment on the issue of naked licendirzg,
Motion for Summary Judgment on the issueaghles. (ECF No84, 35 & 37). AC filed a Motion
for Partial Summary Judgment on the same day. (ECF No. 38). BDG filed its Re$pdXS’'s
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Motion on August 4, 2017. (ECF No. 46). Adsofiled its Responses to BDG’s Motions of
August 4, 2017. (ECF Nos. 53, 54, 55). Aediits Reply to & Motion for Summary Judgmen{

on August 25, 2017. (ECF No. 62). Teame day, BDG filed Replies to its Motions. (ECF Ngs.

64, 65, 66).

1. LEGAL STANDARD
A. Motion for Summary Judgment
Summary judgment is appropriate when the pleadings, depositions, answe
interrogatories, and admissions on file, together with the affidavitsy fstwow “that there is no
genuine dispute as to any material fact and the movant is entitled to judgment as afr@attér

Fed. R. Civ. P. 56(agccordCelotex Corp. v. Catrett, 477 U.S. 317, 322 (1986).

When considering the propriety of summary judgment, the court views all fattiawvs
all inferences in the light most favorable to the nonmoving party. Gonzalez v. City béiAna

747 F.3d 789, 793 (9th Cir. 2014).

If the movant has carried its burden, the 1mooving party “must do more than simply
show that there is some metaphysical doubt as to the material facts . . e.ti¢hercord taken
as a whole could not lead a rational trier of fact to find for the nonmoving party, there is megq
issue for trial.”Scott v. Harris, 550 U.S. 372, 380 (2007) (alteration in original) (quotation m

omitted).

IV. UNDISPUTED FACTS
The Court finds the following facts to be undisputeD@is a limited liability company
owned by Dr. David Ting (“Dr. Ting”). (Ting Decl., ECF No.-34at 2). In 2007, Dr. Ting and
BDG began to promote the opening of a dental office called Affordable Dental in Las, V¢
Nevada (Id.) The office opened for business in January 20@8). (AC is a dental support
organization (“DSQO”)that provides a variety of neslinical services, including billing,
purchasing, financing, marketing, assistance with securing legatesgrand advertising service

to its affiliated dental practices (“Affiliates”(Steelman Decl., ECF No. &at 3). AC has one
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Affiliate dental practice in Nevada, located in Las Vegas (“Vegas atil). (d. at 4). The Vegas

Affiliate opened its doors for customers in 2007, and has remained open through the pdesern

Both parties have trademarks that they license to dental practices or déogsl

November 2000, Affordable Care applied to register the AFFORDABERTURES mark on

the Patent & Trademark OffigePTQO”)’s Principal Register. (Affordable Dentures PTO Page,
ECF No. 869 at 2).In March 2002, AC’'s AFFORDABLE DENTURES mark was granted

registration on the Principal Register for “dental services” underRed2,546,707(List of AC
Trademark Registrations, ECF No.-8@t 4).AC’s federal registration for the AFFORDABLHE
DENTURES mark is based on a first use in commerce of 187)..AC owns federal trademark|
registrations on the Principal Register for a family of additional AFFORDARILmative marks

used in connection with dental services (collectively, and inclusive of the RBRBLE

DENTURES mark, the “AC Marks”)ld. at 3-12). AC licenses the AC Marks to more than 230

Affiliates to be used in connection with the provision of dental services, including ee(ECF
No. 86-3 at 4).

On August 21, 2012, BDG filed U.S. Trademark Application No. 85,709,476 to reg
the mark AFFORDABLE DENTAL for “dentist services; oral surgery andalémplant services;

orthodontic services; providing cancer screening services; [and] teeth wditearvices.”

(Affordable Dental PTO Page, ECF No.-86 at 2). On December 19, 2012, the PTO denied
registration based upon likelihood of confusion with AC’'s AFFORDABLE DENTURE&ma

On March 7, 2013,he PTOsuspended action on BD&application in partbecauseat found
BDG’s argumentsunpersuasivevith regard to tk prior “likelihood of confusion” refusal to
registratiom on the Principal Registe(PTO Suspension Letter, ECF.-88 at 2). BDG’s
AFFORDABLE DENTAL application was subsequentiynended andllowed toregister on the
Supplemental Register on January 6, 2015, Reg. No. 4,668,829. (ECF No. 86-10 at 2).
A. Facts Regarding Unlawful Use

AC has over 230 Affiliates nationwide. (ECF No. 86-3 at 3). In addition to otherA€es

charges its Affiliates a general management fee (“Management Hdg’)Nevada is a state tha

prohibit DSOs from charging fee based on the net profit or net operating margin of the de
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practices (Percentagd®ased Feg; AC charges its Affiliatesn states like Nevada fixed fee
(“Fixed Fee”).(ld. at 4). Regardless afhether an Affiliate is located in a state that allows
forbidsfees based on the net profit or net operating margin of the dental practices, AC doq
ask its Affiliates to pay a Management Fee until after the Affiliate begins tagawofit. (1d.).
Since 2007, AC has provided services to the Vegas Affiliidg. On October 25, 2007,
AC and the Vegas Affiliate entered into a service contract (the “2007 ServiceaGOn(ECF
No. 864). The 207 Service Contraghcludes a summary of managemésgs, whichsummary
lists a “Central Office Service Fee” as a Fixed Fee and lists a Management Fee@hager
Based Feg(ECF No. 864 at 20). Section VI(H) of the 2007 Service Contract, titled “Waiver
Performancg provides that if any act or séce of AC under the Agreement “should be constru

or deemed by any government authority, agency or court to constitute theepohdentistry, the

S NC(

of

performance of said act or service[B] shall be deemed waived and forever unenforceable.. . .

" (Id. at 10). Financial documents from between 2013 and 2016 shoAGlatarged the Vegas
Affiliate a fixed Management Fee. (Fee Statements, ECF N&)36
B. FactsRegarding Naked Licensing
i. AC’s Role As ADSO
DSOs provide affiliate dentists and dental prastiéh a variety of noitlinical services,
including billing, purchasing, financing, marketing, assistance with secuigag dervices, and
advertising services. (Bileca Decl., ECF No:-8at 3). AC is a member of the Association
Dental Support Orgamations (“ADSQ”). (d. at 5). DSGs are recognized by and permitted {
operate under the laws of all 50 statés. 4t 3). Members of the ADSO operate in 44 states 4
support more than 13,000 dentists worldwidie.) (DSOs typically license their marks to provid
affiliates with a common brand identity, and most D&@iates practice under marks owned b
their DSO. [d. at 5).As aDSO, AC recruitslentists to become practice owners of dental practi
that affiliate with AC.(Siegal Depo., ECF No. 38-15 at 3).
ii. License Provisions Governing Théegas Afiliate
AC provides similar services to all of its Affiliates using &lEFORDABLE DENTURES

markand related AC Marksvith small variability due to the individual practice owners (“POs
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(Siegal Depo., ECF No. 38 at 10). AC enters into oral trademark licenses with each of
Affiliates, which allow the Affiliates to use the AC MarK&CF No.87-3 at 3). The right to use
the AC Marks is concurrent with and dependent upon affiliation with(&O. Additionally, as
a condition of the oral licenseach Affiliate enters into a service contract and facility lease W
AC. (Id. at 4).The Vegas Affiliate entered ineoService Contract (“Vegas Contract”) and buildin
lease (“Vegas Lease”) with AC. (ECF No.-3&t A1 and A2). The current Vegas Contract an
Vegas Lease were entered between AC and the Vegas Affiliate on January 1ld?P16. (

The Vegas Affiliate is Wwolly owned byPODr. Cher Chang (“Dr. Chang”JECF No. 38
3 at A1).Dr. Changis licensed to practice dentistry in the state of Ne{lddaDr. Chang opened
the Vegas Affiliate under the AFFORDABLE DENTURES name at the end of 2007 NBeC66

22 at 3. Dr. Chang controls the clinical prtice of her office; under the terms of the Servig

its

th

g

e

Contract, AC cannotirect, control, or interfere with Dr. Chang’s independent professignal

judgment over clinical matteréECF No. 383 at A1). AC provides the Veas Affiliate with
“business and administrative services . . . to support the management of the bapewsoathe
[Affiliate]” and supplies an on-site dentures laboratoly.) (

Further, he Vegas Contract requires “that each dentist and dental staff who works
Dental Office comply . . . with the professional and ethical standards, requirehagrgsand
regulations applicable to their professions under federal law and the ke Sthte (including,
without limitation, OSHA, HIPAA, and workplace safety laws)ld.). When disciplinary
complaints professional malpractice, or other actions are initiatechafgany dentist or dental
staff the Affiliate is required under the terms difet contract toammediately”inform AC of the
action, and the underlying facts and circumstanggd.). The Vegas Contract also requires tli
Affiliate to “maintain comprehensive professional liability insurance” with minimum limits |
claim and policy ad provide AC with proof of coveragdld.). The Vegas Contract requirement]
regarding compliance with law, informing AC of actions initiated against the pracstaff, and
liability insuranceare present in all Affiliate service contradSCF No. 87-3 at 4).

The Vegas Affiliate leases its office directly from AC, which is resgd@sor supplying

office space, furnishings, and dental equipment that meet AC’s quality standardsatadet
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subject to the Affiliate’s professional review and approval. (ECF N& 8BA-2). AC explicitly
retains the right to enter the Vegas Affiliate’s premises at all reasonabledieesnine the same
(Id.). Affordable Dentures Dental Lab (“ADDL;)a wholly owned subsidiary of AC, provides
dentures lab within theffice of each of the AffiliateECF No. 87-50 at 6). ADDL shares spad
with the Vegas Affiliate, pursuant to terms of the Vegaade. (ECF No. 38-at A2).

Additionally, the Vegas Contract provides that AC shall warth the Vegas Affiliate to
devel@ uniform business policy guidelines for the practice, identifying “finapadthinistrative,
human resource, and marketing policies and procedures” to ensure the “drdsirgss
operation” of the Affiliate. (ECF No. 38 at A-1). The Vegas Contract inmges written businesg
policy guidelines of the Vegas Affiliate, including: hours of operation; minimuaffirsg;
minimum dentist availability for patient emergencies; front desk staffing puoegdoffice
schedules; invoice, payroll data, and accounteitg dubmissions; payment policies; performan
reviews; office maintenance and cleanliness; centralized purchasing; office airds; lab
relations; safety; patient concern resolution processes; and employéts bg@eF No.383-3 at
A-1, Ex. B). The Vagas Contract also requires the Vegas Affiliate to protect patient he
information. (d. at Ex. D).

While the Vegas Affiliate has sole authority over employee hiring, tetiama
performance reviews, and pay decisions, &3 the contractual authority to do the following
“maintain personnel records on behalf the [Affiliate]”; “procure and administeemployee
benefit plans”; advise[ ] on staffing issues; assistith recruitment of employees; consulijith
the Affiliate on “performance reviewsppropriate pay levels, and benefits”; and on request, as
] the Affiliate with employee relations issuefECF No. 383 at A-1). If the Vegas Affiliate needs
temporary sffing, on request, AC helps screand retain candidates, subject to the PQ
approval. (ECF No. 87-50 at 9).

Under the terms of the Service Contract, AC may terminate an Affiliate ifstrimesatisfy
the above requirements or otherwise meet AC’s quality standards. (ECF {8oat89). AC
reserves the contractual rightitomediately terminate the Affiliate “for cause” as set forth in t

Contract.(ECF No. 383 at A1). AC also reserves the right to terminate the Service Cont
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without cause upon 9@ays written noticgld.). The Vegas Contract explicitly prohibits thegas
Affiliate and PO from using the AC Markster the service contract endid.). All of the terms
described above are contained in the leases and contracts AC enters witdr Wdfidittes. (ECF
No. 873 at 46).
lii. AC’s Actual Efforts To Monitor Canpliance And Quality

AC regularly monitors its Hiliates’ adherence to the oral trademark license terms
ensure that the affiliates maintain AC’s quality standards. (ECF N8.&87-0). AC screens each
potential PO before affiliation; dfore affiliation, a potential PO must interview with high
performing dentists in the AC network, observe the operations of affiliated AGcpsacand
interview with AC’s Chief Executive Officer to make sure that the PO meets A@Gbty
standards(ECF No. 873 at 6;ECF No. 8749 at 34). After a PO is accepted for affiliation, bu
before the PO is allowed to provide goods and services under the AC Marks, the PO mugtecg
an orientation and training about running a dental practice under the Affordabled3eofnd.
(ECF No. 87-3 at 6). Dentists have no right to use the AC Marks until they sutlyessinplete
AC’s ontboarding procesgld.). In addition,regionalPractice Operations Consultants (“POCs
communicate with each Affiliate multiple times each moi{#014 Regional Commc’ns PO(Q
Ryan, ECF No. 8240). POCs also conduct visual inspections of the affiliated praciicdgheir
operations. (ECF No. 87-50 at 6).

With regard to patient concermC regularly monitors patient satisfaction with both th
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clinical and norclinical servces provided by its Affiliates via a patient concern hotline and patient

satisfaction surveys. (ECF No.-8D at 4). AC also has a “Patient Satisfaction” link accessi
from each Affiliate’s websitavhere patients can submit conte (ECF No. 8746 at 3).AC
maintains a database of patient concerns and reaches out to POs abowsstategidressing
those concerns. (ECF No. 87-3 at 9).
C. FactsRegarding Laches
From 2008 until 2015 multiple other Affordable Dental locations wgened in Nevada
and California, as part of BDGI(). In connection with the BDG brand, Dr. Ting has opened
acquired over 20 dental practices in Nevada (the “BDG NetwdiBDG Webpage, ECF No. 56
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5 at 4445). Within the BDG Network, the dental offices have a variety of names. Examples of

office names in the BDG Network include: Discount Dental, Happy Denggl, &niles Dental,
Aliante Dental, Affordable Dental, and Hola Dent@tl.) BDG’s Affordable Dental dfces are
advertised to the public as BDG Locations and part of the BDG Netwadrk. (

At the time the first Affordable Dental office opened in 2008, there was atingxi
Affordable Denturepracticewithin 3.5 miles. (Ting Decl., ECF No. 3 at 2).One Affordable
Dentures patient, Allen Jackson, declared that in December 2012, he noticed daAdf@ental
office near his home opening. (Jackson Decl., ECF Nd.&gét 2). Jackson stated that until Jul
2013, he believed that the Affordable Dentalagffwas actually an Affordable Dentures officq
(Id.). Ms. Tammie Frazier, an employee of the Las Vegas Affordable Dempiaeisce stated that

by July 2013, she “noticed a significant increase in calls from individuals cogfDsi Chang’s

Affordable Dentures practice Wi that of Affordable Dental” beginning the two years prior. (EC

No. 374 at 2) Like all other ACAffiliates, the Vegas Affiliate ilndependently owned lpractice
owner and dentist Dr. Chan@&CF No. 383 at A-1). The office staff aeach Affiliate is employed
by the Affiliate, not AC(Chang Depo., ECF No. 8®at 3).

On March 5, 2013, the Vegas Affiliate practice owner, Drar@@} contactedegionalAC
representativRichard Ryan (“Ryan”jo report calls from patients regarding apmt confusion
betweenAffordable DentalandAffordable Dentures location§2013 Emails between Chang an
Ryan, ECF No056-18 at 23). On March 20, 2013, AC seBDG a cease and desist lette
requesting that BDG cease use of the AFFORDABIENDAL mark.(March 20, 2013 Cease
and Desist Letter, ECF No. 86). On March 26, 2013, BDG responded, disputing a likeliho
of confusion between the two marks astdting that BDG was naéking actionon its federal
application for the AFBRDABLE DENTAL mark at theime, as the application was suspendg
(BDG Response Letter, ECF No.-86). On April 29, 2013, ACsent BDG a second cease ar
desist letter, stating that AC would pursue judicial intervention if necelsgatiyat an oubf-court
resolution was preferde (April 2013 Cease and Desist Letter, ECF Nc18% In July 2013, a
different potentially infringing trademark, AFFORDABLE DENTALARE (the “ADC Mark”),
filed by a third party, was published for opposition on the RBtawvic Decl., ECF No. 58 at 3).
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AC initiated opposition proceedings before the Trademark Trial and Appeall BGZAB”)
opposing the ADC Markld.). AC and the third party resolved the dispute in January 2@iL5. (
Between2013 and 2015, AC also enforced its mark against a number of other potential third
infringers. (d.).

On December 30, 2015, AC filed to cancel BDG's registration before the T(TdABt 4).
Between AC'’s filing of the cancellation petition at thmelef December 2015 and BDG's filing o
this lawsuit in July 2016the parties attempted to engage in settlement discussibith
ultimately proved unsuccessfifld.). Attempts to engage in settlement after the filing of BDG

suit were also unsuccessfut.j.

V. DISPUTED FACTS
With regard to the defense of laches, the parties dispute whether AC learneardé b

Dental offices being open to the public prior to 2013.

VI.  DISCUSSION
A. Unlawful use
Nevada Revised Statute (“NRS”) § 631.215(2) provides in relevant part: “Nothing in

section [regulating the practice of dentistry]: . . .

(h) Prohibits a person from providing goods or services for the support of the busing

a dental practice, office or clinic owned or operated bgenBed dentist or any entity ngt

prohibited from owning or operating a dental practice, office or clinic if the persan (

not:
(1) Provide such goods or services in exchange for payments based on a perd
or share of revenues or profits of the deptalktice, office or clinic; or
(2) Exercise any authority or control over the clinical practice ofisten”

NRS 8 631.395 provides in relevant part: “A person is guilty of the illegal practic
dentistry or dental hygiene who: . . . (10) Exceptoiserwise provided in NRS 631.38]
[permitting a family member to own or control a dental practice after the dengstis]downs or
controls a dental practice, shares in the fees received by a dentist olsconattempts to control

the services ofied by a dentist if the person is not himself or herself licensed pursuant tqg
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chapter[.]”

The assertion of trademark priority may be stopped if the asserting aagistrgages in
unlawful use of a trademark. The inquiry for trademark priority “does not stop withnus
commerce™ for one registrant to have trademark priority over the other, the trademark use

be lawful. CreAgri, Inc. v. USANA Health Scis., Inc., 474 F.3d 626, 630 (9th Cir. 2007). Howe

only material unlawful use magause thdoss oftrademark protection. For unlawful use to

considered material, it must be “of such gravity and significance that the a$age mark] . . .

as a matter of law, [can] create no trademark rigtsCal. Darts Ass’n v. Zaffina, 762 F.3d 921

931 (9th Cir. 2014) (quotin@reAgri, 474 F.3d at 633) (quotation marks omitted). Additional
“trademark protection might not be withheld on account of unlawful conduct that is ‘callfatd
namely where there is an insufficient nexus between the unlawful behavior aise thfethe mark
in commerce.’ld. (citing CreAgri, 474 F.3d at 631-33).

In its Motion for Summary Judgment, BDG argues that AC’s contract with the Ve
Affiliate was illegal under Nevada law, and that the specific terms of theé 860ice Contract
constitute the illegal practice of dentistry in Nevada, as the Management Fedsedeiscthe
Contract were based on the revenues and profits of the dental priscBEG’s view, ecause
this arrangement is illegal, the arrangement caforot the basis o4 right to trademark priority.
BDG also contends that the unlaviise was also material, ihselateddirectly to the arrangement
between AC and its Affiliates regarding the services provided undeABRORDABLE
DENTURESbrand.

In response, AC first argues that BDG’s Motion should be dismissed as praged
improper because BDG never pleaded trademark priority due to unlawful use asa@ deiense.
Further, AC contends that BDG has failed to establish an unlawful use that wocidregferiority
of AC’s prior use and incontestable registration of Akd~ORDABLE DENTURES mark, as
BDG does not show undisputed facts that AC engaged in the illegal practice of deAtstr
additionally argues that, even if it did engage in unlawful conduct, BDG’s mark would nq
entitled to priority. AC claims it had prior use, in part because of its registratiahe Principal

Register and in part because the AFFORDABLE DENTURES mark is intabiesnd entitled
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to a presumption of valith. AC argues that its priority is not affected because there is no evid
of unlawful use that existed at the time priority vedgained. ACadditionallycontends that any
unlawful use is immaterial and collateral, as a percertagedfee would have @ impact on

consumers’ perception of the services provided undeAff®ORDABLE DENTURES brand. If
anyviolationis found, it should be considered technical rather than material.

The Court first finds that the Motion for Summary Judgment is proper, arstiges the
unlawful use claim to be a defense to AC’s assertions of trademark priorigilassvpart of the
argument that AC’s marks are unenforceable, which is consistent withehat@ins made in the
Complaint.With regard to the substantive anasysf the motion, the Court first notes that there
no evidence in the record of any legal determination that AC engaged in unlawétltbedme
it registered the AFFORDABLBENTURES mark While it is true that the 2007 Service Contra
provides forpercentagdased management fees, the Cdinds that there iso evidence in the
record to indicate that A@ctually collected a percentagased fee from the Vegas Affiliate
between 2007 and 201Bhe Court does not find that the mere existen@eprtvision in the 2007
Service Contract, a standard national contiacufficient to establish unlawful usearticularly
as the plain language of NRS 8§ 361.215(h) appears to require actuasipaoiity, suggestingat
the contractual reservation of right to a percentdgeewould not necessarily violate lakven
if AC were engaging in unlawful use of its marks, the Céinds that use to benmaterial and
collateral. The Court agrees with AC that there is an insufficient nexus between the alle
unlawful conduct and the use of the AC marks. The Court is persuaded by the analogy 8C
to Zaffina, where the Ninth Circuit found that the alleged failure to pay corporaés ta’s
“misconduct . . . unrelated to the purpose of the federal trademeskdad, therefore, collatera
andimmaterial.” 762 F.3d at 931-32itation omitted)

For these reasons, Plaintiff's Motion for Summary Judgment on the issue of unlasvft
is denied. The Court finds as a matter of law that unlawful use has not beenresiadiid that,
even if there were such use in the context of payment arrangements, it is caltatenammaterial
to use of thAFFORDABLE DENTURESmark.

B. Naked licensing
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The parties submitted Cross-Motions for Summary Judgment on the issue of naked
licensing. The analysis below incorporates the arguments raised in both Motions.

Nevada law expressly limits the control a raentist may have over a dentiNRS §
631.215 permits a non-dentist to provide goods and services to a dentist, or supjeortisiie
business, provided the non-dentist does not exercise any authority or control over tkis dent
clinical practice. Nevada Administrative Code (“NAC”) 8§ 631.@jJta){0) providesa list of
activities considered exercising authority or control over the clinicalexiés of dentistry
practice, including controlling the manner of how dental equipment is to be used, theoleng
time a dentist spends with a patient, or the delegation of duties from a dentist td a denta

hygienist.

A trademark owner that licenses its mark to a licensee has a duty to control thyeajuali

the mark FreecycleSunnyvale v. Freecycle NetwdR6 F.3d 509, 515 (9th Cir. 2010). When 3

licensor does not observe this duty, and neglects to control the quality of licarseefsthe
mark, naked licensing occulgl. (citation omitted). The Ninth Circuit has held that “naked
licensing is inherently deceptive and constitutes abandonment of any rights to tHuemark by

the licensor.”]ld. at 516 (quoting Barcamerica Int'l USA Tr. v. Tyfield Importers, Inc., 289 F.}

589, 598 (9th Cir. 2002) (alteration in original). Once a court finds that the licensor has
abandoned its trademark, the licensor is estoppeddeserting trademark rightsl.

To decide whether a claim of naked licensing exists, the court must determine: (1
whether the license included an “express contractual right to inspect and ®igéeris
operations of the licensee; (2) whether the licensor maintained actual coetrth®licensee’s
use of the mark; and (3) whether the licensor and licensee were involved in avol&sey
relationship” such that quality control was established despite the lack ofa tayreement or
contract.d. at 516-18. Importantly, “[tjhe absence of an agreement with provisions restrictir
monitoring the quality of goods or services produced under a trademark supports a finding
naked licensing.1d. at 516 (citations omitted). Furthermore, the relianca boensee’s quality
control alone is insufficient to prevent a finding of naked licengthaat 519. The purpose of

quality control is not to ensure that the licensed goods or services are of “hadjty,dawt rather
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of equal qualityBarcamerica289 F.3d at 598 (citing McCarthy on Trademarks and Unfair
Competition § 18:55, at 18-94 (4th ed. 2001)).
“[T]he proponent of a naked license theory of trademark abandonment must meet a

‘stringent standard of proof.FreecycleSunnyvalé26 F.3d at 514 (quiog Barcamericaat

596). The Ninth Circuit has not determined, however, whether this “stringent standard of pr
requires clear and convincing evidencealbernativelya preponderance of the evidenick.

In its Motion, BDG contends that AC cannot have quality control over the practice off
dentistry simplybecause AC cannot aetly clinically supervise its Affiliatesassuchan
arrangement is prohibitda/ Nevada law. BDG argues that AC’s inability to clinically supervig
its Affiliates necessarily mea that it cannot monitor and maintain a particular standard of
guality as to the provision of dental services at its Affordable Denturesdosatilt thus argues
that AC hasabandoned the trademark as a matter of law.

With regard to any contractuaght to control the quality of its licensee’s services, BD(
argues thathite terms of the license explicitly state that AC’s oversight and authorisyrae
extend to any activity that would constitute the practice of dentistry, and thatttieg of
dentistry is fully and exclusively reserved to the licensee. BDG cites Mahagement Services|
Agreement between AC and thegés Affiliate. (ECF No. 35-3). BDG argues that AC did not
exercise actual control over the dental services provided at the t&ffdieations, as it could not
do so under the terms of the contract or by law. According to BDG, this lack of qualityleenti
deceptive to the public. BDG also contends &@tlacks a close working relationship with its
Affiliates.

AC argues thatwhether the Court applies a clear and convincing standard, or a
preponderance of the evidencarstard, BDG cannot meet either stringstiaindard of prooAC
cites to Dr. Ting’s deposition as the person most knowledgeable about BDG in support of if
argunent that BDG lacks any evidence of written documents that support its naked gcensin

claim. (Ting 30(b)(6) Depo., ECF No. 87-51 at'4AC contends that BDG's reference to the

oof”

e

J7

[72)

! The deposition excerpt which AC attaches to its Motion appears to be a roughatraft t

is not certified by a court reporter.
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Management Services Agreement does not show that AC lacks quality contrathluthat
AC ensures its Affiliates’ compliance with state laws. AC additionally arguég tinaintains
express contractual rights to inspect and supervise the quality of itstafil@actices, through
its oral licenses.

Further, AC argues thatlias actual control over its Affiliates through the exercise of
express contractual rights. AC claims that, unlike the cases in which the Niadit @und
naked licensing, AC ensures consistent quality among its Affiliates byriregall Affiliates to
complete a screening and onboarding process, maintaining communication wigte&ftin a
monthly basis via Practice Operations Consultants, and monitoring patiefatctiatsthrough
its hotline, website, and annual surveys. With regard to a close working relationsiepri&C
and its Affiliates, AC points to the undisputed facts that ADDL labs are |locatsiiieoin-every
Affiliate practice, andhat AC receives immediate notification from an Affiliate if it faces any
disciplinary complaint or threaf malpractice.

The Court finds that BDG has not met a stringent standard of proof regarding naked
licensing.BDG has not establishékat AClackscontractual rights and procedures to maintain
the quality of services d@ts Vegas Affiliate and otherfAiliates. As the Ninth Circuit articulated
in Barcamericathe purpose dajuality controlis to ensure that customers obtain equal quality
from all licensees of a mark. 289 F.3d at 598. The Court has examined the provisions of th
contracts between AC antd iAffiliates and finds that AC maintains express rights of control t
degree sufficient to ensure standaed quality among Affiliates. In addition, while AC does ng
engage in the clinical practice of dentistry, the undisputed facts showedkatétses actual
control by providing onboamdg to all Affiliates, maintainingn onsite laboratory to fabricate
all dentures and apparatuses used by the Affiliate dentisttermniciatingAffiliates that do not
conform to AC’s standards. AC also monitoatients’ and others’ views of its affiliates throug
surveys and other tools to gather outside perspectn its affiliates. A@eceives reports from
consultants who review the actual practice of dentistry in the officesaffiliates. These facts

are significant in ensuring that all licensees of AC’s marks conform to the gaatity of care.
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For these reasonBDG fails to meet a stringestandard of proof, argbmmary
judgment is granted in favor of AC. The Court finds as a matter of lawhinat was no naked
licensing in this case.

C. Laches
Laches is an equitable defense to “a party’s right to bring suit, which is dervedte

maxim that those who sleep on their rights, lose them.” Eat Right Foods Ltd. v. Whole Hdqds

Inc., 880 F.3d 1109, 1115 (9th Cir. 2018) (citation and quotation marks omittesll.anham Act
specifically provides for the defense of laches. 15 U.S.C. § 1115(b¥®alsdarrow Formulas,
Inc. v. Nutrition Now, Inc., 304 F.3d 829, 835 (9th Cir. 2002) (citatiangted).

“[lIf a 8 43(a) claim is filed within the analogous state limitations period, the str
presumption is that laches is inapplicable; if the claim is filed after the analogous linsi{adigod

has expired, the presumption is that laches is ddauit.” Jarrow Formulas, 304 F.3d at 83

(citations omitted). “[T]he presumption of laches is triggered if any part aflgén@ed wrongful
conduct occurred beyond the limitations period.” The limitations period begins at the tim
plaintiff knew or should have known of the alleged trademark infringement, and stops akth

the lawsuit is filed in which the laches defense is assdfaidRight Foods, 880 F.3d at 111

(citation omitted). Constructive knowledge is sufficient to trigger the limitationecpéd.

bNng

11%

b tim

Q)

The proponent of thiachesdefense must show (1) unreasonable delay and (2) prejudice

resulting from the delayd. at 1115;see als@arrow Formulas, 304 F.3d at 83&hile the fling

of the claim outside of the limitations period indicates unreasonable delay, theQiticit has

also considered six factors in determining whether the defense of laches appheunwarranted
delay: “(1) strength and value of trademadhts aserted; (2) plaintif§ diligence in enforcing
the mark; (3) harm to senior user if relief denied; (4) good faith ignorance by junigr(G¥e
competition between senior and junior users; and (6) extent of harm suffered by janeaaise

of senior er’s delay.”La Quinta Worldwide LLC v. Q.R.T.M., S.A. de C.V., 762 F.3d 867, 8

(9th Cir. 2014) (quoting E-Systems, Inc. v. Monitek, Inc., 720 F.2d 604, 607 (9th Cir. 1983)).

The proponenbf lachesmust also demonstrate that it suffered prejudica @sult of the

unreasonable delayld. To show prejudice, the proponent must demonstrate more |
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expenditures incurred as a result of expansion, as the defense of laches “is meatectcan
infringer whose efforts have been aimed at ‘build[ing] a valuable busanessd its trademark’

and ‘an important reliancen the publicity of [its] mark.”” Internet Specialties W., ¢ v. Milon-

DiGiorgio Entes., Inc., 559 F.3d 985, 9992 (9th Cir. 2009) (alteration in original) (quoting

McCarthy on Tradenris and Unfair Competition 8§ 31:12). A finding of prejudice requires {
court to consider “whether, during plaintiff's delay in bringing suit, the infringgeldg@ed an
identity as a business based on its matl.”at 992. There are two types of pregasi-

expectationdased and evidentiary. Eat Right Foods, 880 F.3d at 1119. “Expeciatised

prejudice exists where a defendant took actions or suffered consequencewahédt ot have,
had the plaintiff brought suit promptly. . . . Evidentiary pdige exists where a plaintiff's delay
has led to lost, stale, or degraded evidence, or witnesses whose memories llawee Velue have
died.”]d. at 1119-20 (citations and quotation marks omitted).

The parties agree that the most analogous state law warademark infringement ang
unfair competition is the Nevada Deceptive Trade Practices Act (“NDTPA'. statute of
limitations for an NDTPA claim is four years. NRS 8§ 11.190(2)(d).

BDG argues that AC’s Counterclaims 1, 2, and 3 are barred by theaii¥e defense of
laches. With regard to unreasonable delay, BDG claims that AC waitdg 8gaiars to file suit;
AC should have been aware of Affordable Dental opening when it was only 3.5 roiteshiz
Las Vegas Affordable Dentures location, based upon the Declaration of Taameir HECF No.
37-4). BDG also argues that theSystemdactors support a finding of unreasonable deBRG
alsocontends that it will suffer prejudice from AC’s delayed filing of suit. B&x@l its licensees
haveallegedlymade massive investments in time, money, and effort to builiRRORDABLE
DENTAL brand, spanning 15 locations, in the eight years AC delayed filing its claimS.Ha4
enforced its rights in 2008, BDG would have conserved millions of dollars andtepanbney
building goodwill in a different name.

In response, AC argues that it brought itsu@terclaim within the fouyear NDTPA

statute of limitations. AContends that ilid not have actual knowledge of likely confusion unti

March 5, 2013, when Dr. Chang contacted AC about consumer confusion between Affo
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Dental and Affordable Denturesffices AC argues that itwould not have had constructive

knowledge until Augus21, 2012, when BDG filed its application to register Ard-ORDABLE
DENTAL mark with the PTOIn AC'’s view, even if AC knew of Affordable Dental’s opening

h

the laches period would not be triggered, as the laches period only begins when tifé plaint

asseting infringement knew or should have known about the likelihood of confus
Additionally, AC argues that the presumptive laches period tolled on December 30, 2045,
AC initiated legal action against BDG before the TTAB. Those administrativegulaogs and

related settlement negotiations continttedugh the date AC filed itsdhnterclaim on September
12, 2016. The proceedings put BDG on notice that AC was protesting use of the Afforelatialie
mark and that AC was potentially planning to escalafederal court. AC further argues that th
E-Systemdactors are in its favor, and that BDG does not show prejudice as the record do
support BDG's claim that it spent millions of dollars on expanding from one locatiditetenf

AC posits that, rather than building tAd&=FORDABLE DENTAL brand, BDGhas built the

umbrellaBDG brand by adding dental practices to its Network with names such as Dis¢

Dental, Happy Dental, Hola Dental, Reel if&® Dental, Aliante Dental, as well adfordable
Dental.

The Court finds AC did not act with unreasonable delay. It is undisputed that BDG
its application for trademark registration August 2012. The Court finds th€ would have had
constructive notice of the likelihood of confusianthat time but ridbefore Therefore, the four
year statute of limitation began to run on August 21, 2012, and the presumption of laches
be triggered as of August 21, 2016. The Counterclaims were not filed until September 12,
However, the Court finds reasonttdl the limitations periodrom at least December 30, 201

until the filing of the counterclaims on September 12, 2016, basedTup®d& proceedings and

settlementliscussions before and after the filing of this laws8ieEat Right Foods. 880 F.3d a
1117 (“Reasonable justifications for a delay include exhausting remedies throumistdtive
processes, evaluating and preparing complicated claims, and determihgthewthe scope of

proposed infringement will justify the cost of litigation.”) (citation omittedge alsoroyota

Motor Sales 610 F.3d at 1183 (excusing delay in part because parties attempted to reso
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matter out of court)There would also be an earlier period of tollingtween two to three months

in March and April of 2013 as AC sought dissuade BDG from using its mark.

The Court further finds that the record does not support a finding that AC becanee
of the likelihood of confusion earlier based upon the intermittent observation of aageistph
the Vegas AffiliateAlthough Ms. Frazier declared in 2013 that she noticed an increase in cust
confusion between Affordable Dentures and Affordable Déotationsover the prior two years,
the Court does not find that the record supports an inference that Ms. Franigiotihier employee
of the Las Vegas Affordable Dentures office communicated that confusion toh&@fdre the
Court finds that AC did not have actual or constructive knowledge of its likelihood of confu
claim until August 21, 2012.

The Court als@onsiders th&-Systemdactors ad finds thathe test weighs in favor of
AC given the length of time its mark has been rtegexl andAC’s prompt enforcemerefforts
beginning inMarch 2013 when it received actual knowledge of likelihood of confusion.

The Court finds that even if BDG could establish unreasonable delay, there w3
prejudice BDG’s arguments only give rise tgassibleclaim of expectationbased prejudi; no
evidentiary prejudicas alleged The evidence does not show that BDG ineektsignificant
resources in building thAFFORDABLE DENTAL brand, such that that particular bran@s
opposed to the overall BDG brardvas prejudiced by AC’s delay in filing suit. BDG has n
presentechny documentary or financiavidence establishintpat it spent substantial resource
marketing or developing its Affordable Dental locations. Therefore, BDG soméir summary
judgment on the defense of laches is deni€de Court finds as a matter of law that the lach

defense does not apply to ACCounterclaims.

VII. CONCLUSION
Accordingly,

IT 1S ORDERED that Plaintiff / Counterdefendant’'s Partial Motion for Summalry

Judgment (ECF No. 34) is DENIED.
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IT ISFURTHER ORDERED that Plaintiff / Counterdefendant’s Motion for Summat
Judgment (ECF No. 353 DENIED.
IT ISFURTHER ORDERED that Plaintiff / Counterdefendant’s Motion for Summat
Judgment (ECF No. 37) is DENIED.
IT IS FURTHER ORDERED that Defendant / Counterclaimant’s Partial Motion fq
Summary Judgment (ECF No. 38)GRANTED.
IT ISFURTHER ORDERED that Plaintiff / Counterdefendant’s Motion for Summat
Judgment (ECF No. 39) is DENIED AS MOOT.
IT ISFURTHER ORDERED that Plaintiff / Counterdefendant’s Motion for Summat
Judgment (ECF No. 40) is DENIED AS MOOT.

IT ISFURTHER ORDERED the partiesaredirected to submit a Joint Pretrial Order b
April 26, 2018.
DATED this 29th day ofMarch, 2018.

t P

RICHARD F. BOULWARE, Il
UNITED STATESDISTRICT JUDGE
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