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Headnotes

JUDICIAL PRACTICE AND PROCEDURE

1. Procedure-- Jury trials (8§ 410.42)

Trademark infringement plaintiff that has withdrauts request for monetary damage

entitled under Seventh Amendment to jury trial tsn ¢laims, since plaint's prayer fc
disgorgement of defendant's profits is akin tauesq for legal remedy, since award of profi 5 is
generally designed to compensate plaintiff foredied sales and to address difficulties of proof,
and since language of 15 USC 11Ja) supports conclusion that award of profits temaed t
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be compensatory and that calculation of profitauthdoe made by jur

Case History and Disposition:
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Action by Ideal World Marketing Inc. against Durdidac. for trademark infringement. ( n
defendant's motion to strike plaintiff's demandjtoy trial. Deniec

Attorneys.
Martin B. Pavane and Edward M. Weisz, of Cohent&®unLieberman & Pavane, N
York, N.Y., for plaintiff.

Marie V. Driscoll, of Fross, Zelnick, Lehrman & 3is, New York, for defendal

Opinion Text
Opinion By:
Block, J

In this action for trademark infringement undect8m 43(a) of the Lanham Trade-Mark . t
("the Lanham Act" or "the Act"), 15 U.S.C. Sectidh25 (a), and for unfair competition un: 2r
New York common law, defendant Duracell, Inc. (¥Beell") mcves for an order striking t

jury demand contained in the complaint of plafitiieal World Marketing, Inc. ("Ide

World"). Duracell argues that Ideal World is sewksolely equitable relief from the Court, i nd
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that it is therefore not entid to have this matter tried by a jury. For the soaes that follow
Duracell's motion to strike the jury demand is éel
BACKGROUND

The complaint alleges that Ideal World adoptedithdemark "Powercheck” in 1993, and as
used the Powercheck trademark continuously sireeith connection with the marketi
distribution, and sale of batteries. Ideal Worlontends that Ducell has recently beg
marketing, distributing, and selling batteries enthe Powerche:

Page 1839

mark in interstate commerce, and has engagexiensive advertising of Durace
Powercheck products. Ideal World maintains thatacell's use of the name Powerchec

"likely to cause confusion, or to cause mistakdpaleceive as to the source or origin o
batteries marketed, distributed and/or sold byngfaunder its POWERCHECK mark
Complaint, at Para. 15. Its prayer for relief, Ideal World has demandedidgment: (1) thi
Duracell has violated Section 43(a) of the Lanharhafd has committed unfair competiii |
under New York common law; (2) that Duracell's saate willful; (3) that Duracell |
preliminarily and permanently enjoined fror inter alia, manufacturing, marketing,
advertising any product bearing the Powercheckend#) that Duracell deliver up 1
destruction any battery products found to infrihggal World's copyrigt, as well as &
brochures, stationery, wrappers, labels, and @tieertisements that would violate the av rd
of injunctive relief; (5) that Duracell pay overlieal World all gains, profits, and advante 2s
realized through the use of the Fercheck mark; (6) that Duracell compensate IdeailtMor

its actual damages; and (7) that Duracell paydeal World's costs, including attorney'si s
and other expens:

As discovery in this matter has progressed, liéalld has narrowed the relief that it seek: . In
a December 10, 1996 response to Duracell's FitsoSkterrogatories, Ideal World indica 1
that it "believes it has suffered damage to ipmuiation and goodwill as a result of defend: s
action . . .. [but] has not yet quantified theswhge." Affidavit of Marie V. Driscoll in Suppt rt
of Motion to Strike Jury Demand ("Driscoll Aff."gt Exh. 2. In addition, Ideal World indica =d
thai it had "not yet determined what sales, if artyai$ lost . . . . as a result of defend:
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actions.” Id. Inits March 5, 1997 response to Duracell's Ratjuest for Admissions, Idc |
World admitted that it had not suffered any quaebi lost sales from Duracell's use of
Powercheck mark. Further, by letter dated Marchl®97, Ideal World's attorneys confirn 1
that Ideal World would not be seeking monetary dges for lost sales or loss of reputatic or
good will. DriscollAff. at Exh. 5

It is Duracell's contention that because Ideal [/bas withdrawn its request for dama

Ideal World is not entitled to a trial by jury bexse the remaining relief that Ideal World s¢ ks
-- an injunction, the surrender of infringing puntks the disgorgement of profits, and
assessment of costs and attorneys' fees -- ielgrgiquitable in nature. Implicit in tt

argument, of course, is the concession and regogritiat Ideal World was entitled to a jury on
its withdrawn damge claims. Ideal World contends that disgorgeméprtofits is akin to

legal damage remedy, and that a trial by jurhéefore assured by the Seventh Amendr ' nt.
The Court notes that a number of district couatgenconsidered this precise issue, and thi t all,
save one, have concluded that a demand for disgagt of profits does not entitle a plaintiff to
a jury trial. Neither the Second Circuit nor other circuit has expressly addressed the i ue.
For the reasons that follow, the Court adoptarireority position and concludes that Ic:

World is entitled to a jury trie

DISCUSSION

The Lanham Act was enacted "to protect the pugdid may buy a product bearing a particular
trademark with confidence that it will get the puatlit wants and to protect the holder of 2
mark's investment in time and money from its mpgagriation by pirates and cheats Getty
Petroleum Corp. v. Bartco Petroleum Cor| 858 F.2d 103, 105 8 USPQ2d 133¢] (2d Cir.
1988). Because the Act does not specifically prevat trial by jury, the question of whetl
Ideal World is entied to a jury trial must be resolved by lookinghe scope of the jury tri
right contained in the Seventh Amendment. The S&vA&mendment provides that " [ijn st s
at common law, where the value in controversylshaleed twenty dollars, t right of trial by
jury shall be preserved." The term "suits at comitagri’ as used in the amendment "refe 0
'suits in which legal rights [are] to be ascertained and determinedopmtradistinction t

those where equitable rights alonee] recognized, and equitable remedies [are] aditered

" Chauffeurs, Teamsters and Helpers, Local No. 39wy, 494 U.S. 558, 564 (19¢!
(quoting Parsons v. Bedford 3 Pet. 433, 447, 7 L.Ed. 732 (1830)) (emphasariginal); se¢
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also Markman v. Westview Instruments, Ir517 U.S. |, 116 S.Ct. 1384, 13&38
USPQ2d 1461] (1996). In order to determine whether a particaletion will resolve leg.

rights, the Court must look to (1) the nature @& igsues invived; and (2) whether the reme¢ ly
sought is legal or equitable in natul Terry, 494 U.S. at 565 see also Tull v. United Stat, :
481 U.S. 412, 417-418 (1987). The Supreme Courhblisthat the second inquiry is the i re
important. Terry, 494 U.S. at 565. Howewv

Page 1840

it bears noting that in cases involving both legad equitable claims, a request for a jury al
in respect to the legal claims cannot be defelayettie mere presence of the equitable cle 1s.
See Tull, 481 U.S. at 425 Dairy Queen, Inc. v. Wooc 369 U.S. 469, 472-473 (196

Germain v. Connecticut Nat'l Ban 988 F.2d 1323, 1329 (2d Cir. 19¢

Trademark law draws on principles developed bothva and in equity. See Tandy Corp.
Malone & Hyde, Inc.,769 F.2d 362, 364 226 USPQ 707 (6th Cir. 1985). Although i

England and the United States, both equity andclawvts were empcered to decide trademirk
cases, most suits for trademark infringement veeoeight in equity "because injunctive re f
was generally considered the first and most affedtep for courts to take in redressir
trademark infringement, id. (citing F. Schechter, The Historical Foundationshef Law
Relating to Trademarks, at 122-145 (1925)), armhbsge courts of equity were addition
empowered to award damages or profits as incidesliaf. See Oxford Indus., Inc.
HartmarxCorp., 1990 WL 65792 [15 USPQ2d 164¢ (N.D.Ill. May 2, 1990) (citing C

Ropski, The Federal Trademark Jury Trial -- Awakgrof a Dormant Constitutional Right, '0
Trademark Rep. 177, 179-180 (198C see alsol Pomeroy's Equity Jurisprucce Sectio

181, at 257-258 (Symons 5th ed. 19

Since trademark infringement cases were tradilipbaought both at law and in equity,
subject matter of this case -- the first pronghef tSupreme Court's test Terry -- does nc

aid in resolving whether Ideal World is entitledattrial by jury. The Court thus turns to
second, more important prong -- whether the rensedght by Ideal World is legal or equite ble
in nature. Ideal World does not contest Duracal{giment that Ideal World's demand fo
injunction, thcimpoundment and destruction of infringing matesjand the assessment of ost
and attorneys' fees are entirely equitable in eat See American Soc. for the Preventic
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Cruelty to Animals v. Alexaniar1995 WL 580276, at *1 (S.D.N.Y. Oct 1995)

Partecipazioni Bulgari, S.p.A. v. Meig1988 WL 113346, at *3 [7 USPQ2d 181f] (S.D. Fla
May 23, 1988). Rather, the dispute between thegsartenters upon whether Ideal Woi
demand for the disgorgement of Duracell's pradiakin to a legal damage remedy, or is ir :he
nature of equitable relief based upon Duracdlegyad unjust enrichmer

Disgorgement of profits as a remedy for tradennaffkngement is authorized by 15 U.S
Section 1117 (a), which provides, in pertinent pdnat a plaintiff who is able to establis
violation of the Act "shall be entitled . . . sabj to tle principles of equity, to recover
defendant's profits, (2) any damages sustaingtdplaintiff, and (3) the cost of the actic
However, successful plaintiffs are not automaticattitled to disgorgement of profit: Se:
Champion Spai Plug Co. v. Sanders331 U.S. 125, 131 73 USPQ 33] (1947); BASF Cory.
v. Old World Trading Co., Inc, 41 F.3d 1081, 1096 (7th Cir. 1994). In fact, 8exond Circu t
has held that a trademark plaintiff is not entite any monetar award, either in the form Hf
damages or profits, " ‘where an injunction willisiy the equities of the case' and where 't :re
has been no showing of fraud or palming oft Getty Petroleum Corp.858 F.2d at 11

(quoting Carl Zeiss Stiftug v. VEB Carl Zeiss Jen#é33 F.2d 686, 706-707 167 USPQ 64

] (2d Cir. 1970) (other internal quotations omilteldoreover, even if injunctive relief alo

does not satisfy the equities of the case, a trademlaintiff will still be unableto obtain
defendant's profits unless it can prove that tifieniger acted with willful deception George
Basch Co., Inc. v. Blue Coral, Inc968 F.2d 1532, 154023 USPQ2d 135]] (2d Cir. 1992)

see also Banff, Ltd. v. Colberts, In996 F.2d 33, 35 [27 USPQ2d 119¢] (2d Cir. 1993

In George Basch Co., supi, the Second Circuit observed that three ratianlade/
traditionally been given to warrant an assessmeptofits: the unjust enrichment of 1

infringer, the actual damages sustained by thafiffaiand the ned to deter future miscondt ct.
Id. at 1537. The dispute between the parties cenpens the difference, if any, between

first and second rationales. Thus, Duracell mansténat an award of profits in this case wi ld
necessarily rest un a finding that Duracell had been unjustly erggthwhich it characteriz 3
as invoking the Court's equitable powers, whikaldVorld maintains that an award of prc s
may in fact serve as a surrogate damage awardhwioald arguably rendi¢he award leg

and not equitabl

In sorting out these arguments, the Court tumss fo the language of the Second Circt
Basch . In respect to the "damage" rationale for assggsiafits, the Second Circuit noted ihat
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" [h]istorically, an award of defendant's profhas . . . served as a rough proxy meast
plaintiff's damages . . . . [since d]ue to theeirgnt difficulty in isolating the causation bet |
diverted sales and injured reputation, damages frademar

Page 1841

... Infringement e often hard to establish George Basch C0.968 F.2d at 1539 see als
Getty Petroleum Corp.858 F.2d at 111 (noting that provision in Lanhant permitting

recovery based on infringer's profits "was singhlecognition of the problems proof facing
plaintiffs, and that if amount proven is inadequaeeasonable sum in the way of ordi
damages ought to be awarded.' ") (Quoting Tradekddddearings on H.R. 102, H.R. 5461, ind
S. 895 Before the Subcomm. on Trade-markse House Comm. on Patents. 77th Cong Lst
Sess. 205 (1941) ("1941 Hearings" Monsanto Chem. Co. v. Perfect Fit Prods. Mfg. Gw,,
349 F.2d 389, 395-396 146 USPQ 517] (2d Cir. 1965) (allowing an award of profits

plaintiff, despite te fact that it had been unable to prove diret¢tit the reputation of i
trademark had been injured by defendant, sincee&ins obvious that there must have 1
some economic injury to [plaintiff], such as logsales to legitimate proders and the loss f
the goodwill of some of the retail purchasersdagfg@ndant's products].

Furthermore, although profits and damages ara,paactical matter, two very differ

concepts, in that "damages directly measure thetpfs loss, [while] defendant's prof
measure the defendant's gail George Basch C0968 F.2d al540, it is clear from the Seccnd
Circuit's language ir Basch that, in context of trademark infringement, thisra significar
overlap between them. Whether the plaintiff seekdits or damages, it must demonstrate 1at
the defendant's iringing conduct caused actual consumer confusiateoeption. Se:
International Star Class Yacht Racing Assn. v. Tgrhiitfiger, U.S.A., Inc., 80 F.3d 749, 753 |
38 USPQ2d 1369 (2d Cir. 1996); George Basct Co., 968 F.2d at 1538 see also Ne'

York Racing Ass'n, Inc. v. Stroup News Agency C©920 F.Supp. 295, 300 (N.D.N.Y. 19¢ .
In addition, like an award of damages, an awangrofits must be predicated uponanac |
showing of concrete injury See Vuitton et Fils<S.A. v. Crown Handbag492 F.Supp. 107
1077 [ 206 USPQ 907] (S.D.N.Y. 1979), aff'd 622 F.2d 577 (2d Cir. 198!

Although the Second Circuit has articulated ungrsichment as a separate basis for awa ding
profits in a trademark case, an award premised up@rst enrichment also depends up:
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showing that sales that would otherwise have gotlee plantiff were diverted to tr

infringing party. George Basch C0968 F.2d at 1538. Thus, the unjust enrichment th&s
simply another way of formulating the element ohsumer confusion required to justil -
damage award under the Lanham # Id. The articulation of the unjust enrichment ratiol a
as a separate basis for awarding profits appedrs & historical accident, traceable tc
traditional separation between law and equity.lesSupreme Court has observed, in ciof s
equity the infringer was required to turn over ggofits to the plaintiff upon the theory that
infringer would be deemed to hold its profits ometructive trust for the wronged part Se«
Hamilton-Brown Shoe Co. v. Wolf Brothers & , 240 U.S. 251, 259 (1916). However,
important to point out that absent another grdingurisdiction, such as the request fo
injunction, a court of equity did not have jurisiibn to award profits, which were viewed 3
incidental tcthe injunctive relief and represented compensdtiothe plaintiff's damage

George Basch Co, 968 F.2d at 1538 (quotin Hamilton-Brown Shoe C0240 U.S. at 259

The district courts that have held that a demandliisgorgement of profits does not en

plaintiffs to a jury trial have simply reasonedtthdisgorgement is an equitable reme See

e.g., G.A. Modefine S.A. v. Burlington Coat Factafgrehouse Corp.,888. F.Supp. 44 35
USPQ2d 1797] (S.D.N.Y. 1995) (disgorgement of profits an egble remedy; no right to tr al

by jury); Merriam-Webster, Inc. v. Random House, Inc1993 WL 205043, at *3 (S.D.N. .
1993) (same); Partecpazioni Bulgari, 1988 WL 113346, at *3 (same American Cyanam

Co. v. Sterling Drug, Inc.649 F.Supp. 784 (D.N.J. 1986). G.A. Modefine, the district cou't

for the Southern District of New York reinforced itonclusion by interpretir Baschas

standing for the proposition that awards of prafittrademark suits originated in court:

equity. G.A. Modefine, 888 F.Supp. at 45. The court, however, did netttthe language |
Baschregarding the damages rationale profit awards, nor did the court acknowledge 8 t
request for disgorgement of profits was not anpeeelent basis for equitable jurisdictio
common law

The one district court that held that a jury trsalvarranted observed that: (1) trademark actions
were historically legal; (2) an accounting for fiiowas not granted by courts of equity un ss
there was some other basis for equitable jiction; (3) an award of profits in the tradem
context is more like an award of damages thamtuésh; and (4) any doubts should

resolved in favor of a jury trial Oxford Indus.,1990 WL 65792, at *

e

(¢

Copyright 2007, The Bureau of National Affairs, Inc. Reproduction or redistribution, in
whole or in part, and in any form, without express written permission, is prohibited except
as permitted by the BNA Copyright Policy. http://www.bna.com/corp/index.html#V 8



Full Text of Cases (USPQ2d)

Page 1842

[1] Having considered the Second Circuit's languag Baschand the other cases that discuss
the origins of profit awards in trademark caske,Court concludes that the solitary minc -
position embraced by th Oxford court is correctand that Ideal World is entitled to a .

trial. Although the Court does not agree with 1 Oxford court's observation that tradem
actions were historically purely legal, tt Oxford court correctly noted that a requesit
disgorgement « profits was not, at common law, an independesistfar equitable jurisdiction,
but rather was considered ancillary relief thas waended to make the wronged party wt le.
See Hamilton-Brown Shoe C240 U.S. at 259. Further, a consideon of the relevant ca

law indicates that an award of profits has largegwed a remedial function in trademark cises,
designated to compensate plaintiffs for divertddssand to address the difficulties of pi
inherent in such cases. Mover, while the Court recognizes that the Secomdu@tiin Bascl
indicated that unjust enrichment and damages aveséparate rationales for profit awards he
Court notes that both are premised upon a showficgnsumer confusion and dived sale:;

The Court simply cannot conclude that a rightuaslmental as the Seventh Amendment ght
to a jury trial can be made to depend upon sulsignctions between the two rationa
distinctions that appear to be the accidental t@f the traditional schism between law .

equity rather than distinctions that have any italegor practical significance. To that extent, the
Court's decision is consistent with the SupremertZdecision in Dairy Queen, suprain

which the court held that the mere fact that a trademanrkngément complaint asked for
"accounting” instead of "damages" was not deteativa, and that "the constitutional righ )
trial by jury cannot be made to depend upon tleeocehof words use in the pleadings.' Dairy
Queen,369 U.S. at 477-47 |

The Court's decision is in no way undermined leyfttt that awards of profits mustbe m le
"subject to the principles of equity,” 15 U.S.Cclen 1117(a), because by its own tel

Section 1117(a) provides that awards of damageishvare iidisputably legal, are also subj :ct
to equitable principlesl In fact, the statute makes no distinction betwéentwo remedies 1
this regard, emphasizing that as to both prc and damages, courts have consider

discretion in the shapii of an appropriate remedy according to the circdantes of eac
individual case. Thus, a court is permitted teeepidgment in an amount up to three time: the
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sum found to constitute actual damages; similamlyespect to profits, " [i]f tt court shall fin
that the amount of the recovery based on profitsiieer inadequate or excessive the court nay
in its discretion enter judgment for such sumhesdourt shall find to be just, accordingto e
circumstances of the case." 1tS.C. Section 1117(a). However, it is importantdémpou

that any such sums awarded "shall constitute cosgtiem and not a penalty Id. This

language lends support to the Court's conclusiahah award of profits is intended tc
comgensatory and is therefore akin to a legal damagesedy

Moreover, the language of Section 1117(a) alsgesig strongly that, like damages, the a :tual
calculation of profits should be made by the j8gction 1117(a) provides, in pertinent|
that " [tlhe court shall assess such profits amthates or cause the same to be assessed | nder
its direction " (emphasis added). Thus, the statute treats yoftigpand damages togett

making no separate provision for the manner in Wipiofits are calculated. Although

Second Circuit hanot expressly addressed whether this functiomapgrly undertaken by

jury, see George Basch C968 F.2d at 1541 (" [b]Jecause we hold that an attogl was nc
available in this case, we need not reach the isbudether it was apprciate for the jury t
calculate profits"), the Court notes that Judgeanse, dissenting in part i Basch, suggeste!

that assessment of profits was properly a jurytionc See Basch968 F.2d at 1543. In su

given the marked similarity beten the treatment of damages and profits in treetrarl

context, the Court determines that there is neaeavhy a properly instructed jury could
assess profits in the same way as it would beategddo fix damages, subject to the Co
considerable discretion, pursuant to Section 1)1if{aultimately shaping an appropri

remedy. See generally Colwell v. Suffolk County Police'De 967 F.Supp. 1419, 1436-1< 7
(E.D.N.Y. 1997) (in case arising under Americarhwisabilities Act

Page 1843

award of future compensatory damages reduced byt @oexercise of its equitable powe ' .
CONCLUSION

For the foregoing reasons, Duracell's motion fikesthe jury demand is denie2
SO ORDEREL
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Footnotes

Footnote 1 This language was added in the final draft ofltaeham Act, and the or
explanation for its inclusion in the Act is contathin a 1941 letter to Representative Lanl m,
which stated: " 'lt seems clear that the normahggples ofequity in respect of allowance of ¢ nd
defenses to an accounting of profits and the rexgoef damages are not affected by this bi ." "
Getty Petroleum Corp. 858 F.2d at 111 (quoting 1941 Hearings at - -

Footnote 2 In light of the paucity of appellate authority thmis issue, the Court invit
submissions from the parties as to whether theissideal World's entitlementto a juryt |
should be certified to the Second Circuit CourBppeds pursuant to Rule 54(b) of the Fed »ral
Rules of Civil Procedur

- End of Case -
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