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L INTRODUCTION

Confused. Deceived. Scarmed. This is how the custoroers of
defendant-appellant Scott Smith dba EntrepreneurPR (“Smith”) felt after they
found out, contrary to what he led them to believe, that he was not affiliated w:lth
plaintiff-appelice Entreprencur Media, Inc. (“"EMIT). :

For more than twenty years, EMI has used the trademark |
ENTREPRENEUR on its famous rmagazine, Entreprencur. Smith, a subscriber to
Entrepreneur, received the honor of having his business, ICON Publications,
featured on EMI's website’s “Small Business Links™ page. Impressed with ﬂxé
publicity engendered by his brief association with EMI, Smiith decided to mpi@im-
on EMI’s gaod name. With full koowledge of EMI’s incontestable trademark, and
with demonstrated intent to confuse customers and to trade off of EMI’s ‘du:aaea of
goodwill, Smith changed the name of his company from ICON Publications to
EntreprencurPR, changed the name of his magazine from Yearbook of Small

Business Icons to Entrepreneur Iustrated, and changed his domain name ﬁ'orm

iconpub.com 1o entrepreneurpr.com. Smith used his new names to sell goods and
services that, Jike EMI’s, are marketed to and provide content about small |
businesses:

The District Court previously granted summary jndgment to BMI On

appeal, this Court held that, considering the evidence in the light most favorable to
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Smith, summary judgment was mostly inappropriate, and whether there was a |
likelihood of confusion with respect to the majority of issues was for the trier of
fact to determine. Accordingly, this Court remanded the case, and the District
Court condusted a trial. At trial, witness after witness testified that, when they‘i
were solicited by Smith, they believed he was associated with EMI or that his .
magazine was, in fact, Eptrepreneur magazine. The witnesses were, as the Dwisﬁxict
Court found, “almost uniform in their position ﬂlat they would not have paid any
money to {Smith] had thcy knowrn he was not connected to [EMI].” ER 683, Tb:e
District Court found the testimony of these witnesses to be “very credible.” Id.
While Smith disputed the many witnesses who testified as to their confusion, th.e
District Court found that Smith’s testimony “in that, and in many other mspw@s,
was not credible.” Id.

After hearing the evidence presented at trial and weighing the
witnesses’ credibility, the District Court, sitting without a jury, concluded thai a
tikelihood of confusion exists between Smith’s marks and EMI's mark. On a;%peal,
Smith asks this Court 1o ignore the District Court’s factual findings, inchuding its
credibility determinations, and to adopt Smith’s version of the facts, which ﬂze; trial
court flatly rejected. The District Cowrt’s decision was net clearly erroneous énd

* should not be disturbed.
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II. STATEMENT OF JURISDICTION

EMI does not disagres with Smith’s Statement of Jurisdiction.
IIl. STATEMENT OF ISSUES

The issues presented by this appeal are as follows:

(1) Whether the District Court comumitted clear error when it
soncluded that Smith infringed EMI’s trademark and engaged in vnfair
competition, where the evidence overwhelmingly showed that Smith intended to
confuse consumers in order to trade off of EMI’s docades of goodwill by axio«piiing
marks that arc confusingly similar to EMI’s incontestable mark, and Smith acﬁv&ly
misled many of his clients into believing he was associated with EML

(2) 'Whethet the District Court abused its discretion when, after
concluding Smith had cormmitted trademark izlﬁ'iﬁgcmem and engaged In unfzur
competition, it issued a permancnt injunction prohibiting Smith from using maﬂm
confusingly similer to EMI’s mark.

(3) Whether this Court should consider Smith’s fair use defense,
which was never pleaded or argued before the District Court and, in fact, wasé
expressly waived, where Smith made no good-faith or non-trademark use of hx,s

marks.
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 (4) Whether the District Court abused its discretion in awaxding
damages to BMI based on the uncontested m.ridemce of Smith’s profits, which he
wrongfully obtained by trading off the goodwill associated with EMI’s mark.

(5) Whether the District Court abused its discretion in awardin};
attomeys’ fees.m EMI after finding this case exceptional, after Smith warved hlS
right to oppose the award by failing to oppose or objeet to EMI's motion for
attorneys’ fecs,

IV. STATEMENT OF THE CASE

EMI filed this lawsuit on May 8, 1998, alleging claims sgainst Smith
for rademark infringement, wnfair competition, and counterfeiting under the
Lanham Act and unfair competition under the Lanham Act and California Business
& Professions Code §8 17200, et seq. Shortly thefeaﬁer, the parties stipuiatcci that
the Court, not a jury, would iry this case. Supplementa! Excerpts of Record ;
(“SER™) 3.

On May 19, 2000, EMI filed a Motion for Summary Judgment, atild on
June 2, 2000, Smith filed his own Motion for Sunnnary Judgment. Emerpts af
Record ("ER™) 26-28, 131-33. On June 28, 2000, Judge Cooper granted EM'S
Motion for Summary Judgment as to its claims for rademark infringement and

- unfair competition, denied EMI’s Motion for Summary Judgment as to its _clni;m

for counterfeiting, and denied Smith’s Motion for Summary Judgment inits
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entirety. ER 405-21. EMI subsequenﬁy dismissed its claim for counterfeiting, ER
423, After additional briefing regarding whé:thex EMI was entitled to damages on
its trademark infringemient claim, on August 30, 2000, the District Court awm'd@d
EMI damages in the amount of $337,280 and issued a permanent injunction. ER
A23-29.

On September 11, 2000, Smith filed 2 Notice of Appeal. ER 430.
Judgement was entered on September 13, 2000. ER 433-35, On February 11, 2002,

this Court rendered a published opinion, reported at Entrepreneur Media,

Smith, 279 F.3d 1135 (9th Cir. 2002), affimming in part, reversing in part, and
remanding the case for trial. |

In reaching its decision, this Coust applied the standard appropriate
for sunmary judgment, resolving all inferences in favor of Smuth, the nomoﬁng
party. Id. at 1140. This Court’s decision was not a final resolution of any question
except for the issue on -whick this Court affivmed the grant of sommry jusdgmwt
1o EML: thet Smith’s use of ENTREPRENEUR ILLUSTRATED on his magazine
constituted trademark infringement. 1d. at 1152-53. This Court expressly m all
other issues for the trier of fact to delermine. Id. at 1153, ‘

The case was tried by the District Court without a jury op April 29,

~ April 30, and May 2, 2003. Over the course of the three days of testimony, EMI

called two of its senior employees, who testified to EMI’s extensive use of its
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ENTREPRENEUR mark and to EMI's widespread promotion of its goods and
services under the mark. SER 23. EMI also- called eight of Smith's former clients,
who testified regarding their actua! confusion between EMI's magazine and §
Smith’s company, website, and magazine, a& well as about Smith’s intenticmalé
efforts to mislead them into believing he was afﬁhated with EML' SER 98.
Several other of Smith’s former clients wem present at the courthouse Wamng to
testify as to their actual confusion, but the Dismct Court advised EMI that tht:;r
testimmny was unnecessary and would have been duplicative. SER 147, ]:"",MI also
presented more than 95 exhibits and called two mpm‘wimeém pmfessﬂré of
linguistics who testified about the likelihood that Smith’s marks will be 2ssociated
with EMP’s mark, and 2 certified public accountant who testified about the pmﬁts

* Sraith obtained by trading off of EMP's mark. SER 98. Smith's case consisted of
his own testimony, one fact wimess regarding the selection of has marks, and me
linguistics expert. SER 162.

On June 23, 2003, the District Court issued its Fimii‘ngs of Fact gnd

Conclusions of Law. It found i favor bf EMI on all claims and awarded EMJ

-

Seven witnesses testified to their actual confision; the eighth testified to
‘Smith's intent to confuse consumers and did not testify to her actual |
confusion because the District Court had determined that farther evidence of
actual confusion would be duplicative and unnecessary. SER 147, 149, For
the Court’s convenience, the full testimony {(rather than simply excerpis) of

the witnesses wha testified at trial regarding their actual confusion fs
included as SER 530-664, /
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$669,656.00 in compensatory damages. ER 679-89. The District Court found that
Smith often rmsrepresented that he Wés afﬁliaxad with Entreprenenr magazine in
order to persuade people to sign up for his services, that he issued press mi’easaé
suggesting an affiliation between his company and EMI, and that he used EMI’s
federally registered design mark, SMALL BUSINESS SQUARE, on his website
after being expressly warned not to do so.. ER 681-82. The District Court forther
found that the withesses who testified they were actually confused were “very |
credible.” whereas Smith’s testimony was “not credible.” ER 683. |

Based on its finding that Smith willfully infringed EMI’s mark and
that the case was exceptional, the District Court awarded EM its attorneys’ fe;as.
ER 688-89. On July 16, 2003, the District Court entered judgment in favor of EMI
and issued an injunction permanently enjoining Smith from using any marks
confusingly similar to EMI’s ENTREPRENEUR mark, including
ENTREPRENEUR, ENTREPRENEURPR, ENTREPRENEUR .ILLUSTRAT;EI),
and ENTREPRENEURPR.COM. ER 675-77. Upon EMI’s motios, which Smith
did not oppose, the District Conrt awarded EMI $39,267.46 in costs and |
$680,985.00 in aorneys” fees. ER 588-641, 645-49.

Smith filed a Notice of Appeal on August 7, 2003, ER 643-44.
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¥, STATEMENT OF FACTS

Since 1978, EMI has published magazines and books geared ‘mws?rds

small businesses, small business owners, and people considering starting a small
business. ER 679; SER 29-30. EMI is probably most famous for its flagship

magazine, Enfrepreneur. ER 580-81. EMI has also published, among omw,fm%

Entrepreneur’s Be Your Qwn Boss, Engepreneur de Mexico, Entrepreneur

679-80; SER 24-26, 37-38, 293-457, 501-15). In the United States alone,
Enrepreneur magazine has a paid circulation of approximately 550,000 including
- subscriptions and newsstand sales. ER 680; SER 46. Each month, appmximémiy.
two million people read Entrepreneur. ER 680; SER 47-48. EMI sells more tl'mn
200,000 copies of its other magazines, books, and guides each year and ho‘sts;
approximately two to three million visitor :wasimﬁ:rcmry monih on its 'Websitéas;
www.entteprencur.cot. ER 680; SER 59, ‘

EMI promotes its products and services through its Internet webjsitc,
by sending ont complimentary copies of its magazine io the media, by adverééising,
- and by promoting evests featuring small businesses. ER 681; SER 27-28, 33?*34,

39-45. EMI reguiarly promotes individual small busmesses trough articles. m

19
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Entrepreneur magazine and through other publications distributed under EMI's
mark and_posmd on its website, SER 53-5'4‘,-, In addition, EMI offers public I
relations services on its website through its.pﬁrmréhip with PR Newswire, Whiich
services are substantially similar to Smith’s public relations services. ER 682,
SER 60-62, 465-66.

EMI has & federal trademmark registration for ENTREPRENEUR for
printed publications, specifically including magazines, books, and publiched
reports, in Intemational Classes 9 and 16. ER $7-98, 680. The mark was |
registered in these Classes on Angust 25, 1987, an the Principal Register. ER;W-
98, 680. Because the ENTREPRENEUR markhas been registered for such a?

| lerigthiy period, it is incontestable, as this Court previously recognized. vl,S USC
§ 1065; ER 680; Entreprepeur, 279 F.3d ot 1139. Additionally, EMI -rcgistm%,d and
opwas the ENTREPRENEUR mark ‘in Tnternational Class 35 for &dvetﬁs’mg‘ amd
‘business services provided on the Internet and for arranging and conducting &ﬁﬂﬁ
shows, seminars, workshops, and other oducational services. ER 99-100, 680,
EMI also has registrations for many other variations of the vu'zaufmiE

“entrepreneur.” ER 103-18, G80.
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He Was A ffitiated With EMI,
In 1995, Smith started a business called ICON Publications, whiclfi

promoted small businesses. ER 313, 681; SER 68-69. In 1997, ICON Publications
created a magazine, entitted Yearbook of Small Business Icons, which feammﬁi
articles about small businesses and was distributed to members of the media. ER
681; SER 70-71. :

As part of EMI’s efforts to promote small businesses, in December

1996, EMI listed Smith’s conipa,ny (ICON Publications) and magazine (Yearbo ok

of Small Business Icons) on the “Small Business Links” pages of EMI’s Wﬁbﬁ%ﬁﬂ-
and pravided a direct link to Smith’s website, www.iconpub.com. ER 681 SER

| 73. Smith attributed great importance to EMI's accolade, sending out letters twg:’; his
clients touting iconpub.com®s honor. ER 328, 681; SER 73-76, 197. |

Smith’s company, however, began to struggle financially. SER 99~

100, 517-18. Smith, who bad been aware of EMI since at least 1992, decided to
try trading off of EMI's superior goodwill to save his stert-np company. -SER.?’?E,
128-29, When his business was still called ICON Publications, he tolda

- prospective customer that he worked for Engepreneur magazine, and that

Entrepreneur magazine (not ICON Publications) publishes the Yearbook of Sinall

1t
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Business ICONS. SER 128-29. The ruse worked. The cliont testified at trial that
she decided te become Smith’s client beacaus;c of her mistaken belief that there was
an affiliation between Snuﬂl and Entrepreneur magazine. SER 131-33. ‘
| Smith'cémemplawd his name change specifically intending to confuse
consurers into believing his company was affiliated with EMI. Although Srmth
argues his hiring of 2 naming firm to conduct trademartk searches shows his good
faith {g.g., Opening Brief (“Br."} 40), his dealings with the firm actually ‘
demonstrate the opposite. The naming firm never proposed that he use the naij'nes
EntrepreneurPR and Entrepreneur llustrated. SER 78-79. Smith himsedf chase to
use these names, despite the fact that the firm advised him of EMI's federal ;
registration for theENTREPRENEUR mark and warned that he might get sued by
EMI i he did so. SER 78-79, 83-88. Smith &id not bother to obtdin alegal
opinion. SER 85. |
With full knowledge of EMI's incontestable mark, Smith went
forward with the name changes*‘ Smith’s partner, John Nixon, told one of Sm;ith’s
clients, “{Smith} decided to change the name of the company from ICON |
Publications to EntrepreneurPR, you know, like Enteprenenr magazine.” SER
~ 148-49. Smith pubtished his magazine, Entrepreneur Hlustrated, each quartﬂr and,
- although he did not sell it op newsstands, sent it to thousands of members of the

media. ER 140, 6%1-82; SER 90,

n
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Consistont with his plan to cause confusion, Smith actively publicized
his prior association with Eptrepreneut magﬁzim, through EMI’s “Small Busin{aas 1
Links” program, while concealing that this association had been under the priot
names of his business, magazine, and website. ER 682; SER 92-93. On his HE-%W
www.entrepreneurpr.com website, Smi.tﬁ featured EMLI’s registered *Small
Business Links” design mark after being expressly warned he did not have
permission to do.so. ER 682; SER 92-94,

I soliciting customers, Smith often misrepresented that he was
affiliated or associated with mlmmgaz@ne in arder fo persuade people 0
sign up for his services. ER 681; SER 94-96, 198-201, 458. Swmith issued to
clients and potential clicnts press refeases on EMD's masthead, featuring ICON
Publications and listing at the botiom of the page the phrase, “PR fim:
EntrepreneurPR” ER 60, 682; SER 94-96, 198-201. As the District Conrt fm¢
“the clear import of this phrase was the implivation that defendant [Srnith] had
een hired as the public-relations firm for plaintiff [EMIL.” ER 682, i

Smith’s new business name, magazine pame, and domam name
caused consumers falsely to believe that Smmth and EMI were related. ER 683,
Many witnesses, whom the District Qourt found to be “very ‘credible,” téaﬂﬁsad that

- they believed, when they were solicited by Smith, that Smith was associated with

'EMI. ER 683; SER 12-13, 108-117, 121-46. The same witnesses testified that

12
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Sith and his employees led them to believe that by signing up for Smith’s
services, they would be featured in Entreprencur magazine, with which they were

all very familtiar. Id. Almost all of these witnesses testified they would not'hséve-
paid any rmoney to Smith had they known he was not associated with EML ER.
6%3. Smith’s marketing managers estimated that as many as sixty percent of t%hc
potential customers with whom they spoke believed there might be an aﬁmméﬁﬁﬂ
between EntreprencurPR and EMI. ER 345-50, 355-58. And when an empluyﬂc
told Smith of the confusion, he responded, “Tt’s great.” SER 15-16. |
After trial, in which‘mc judge sat as the finder of fact and assésm%;r of

credibility, the District Court concluded that Smith copamitted frademark

gement and unfair competition.

VI. STANDARDS OF REVIEW

Reviewed Only For Clear Error.

The court of appeals reviews a determination of likelihood of

s, Ing. v. West Coast Entm’t

confugion for clear exror. Brookfield Communications, }

Carp.. 174 F.3d 1036, 1061 (th Cir. 1999). The district court’s findings of fact
and finding of willful infringement is also reviewed for clear exror. Dolmany,
- Agee, 157 F:3d 708, 715 (Sth Cir. 1998); Skokomis |

332 F.3d 551, 556 (9th Cir. 2003).

13
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The ¢leat error standard of review means the District Court’s findings
rmst be accepted unless this Court is left with a definite and firm wmictimthét 2
mistake has been made. Allen v. Franon, 283 F.3d 1070, 1076 (9th Cir. 2002);§
Thus, if the District Court’s account of the evidence is plausible, this Court @not
reversc, cven if it were convinced it would have weighed the evidence differently.

ways, 316 F.3d 829, §35 (9th Cir. 2002). As this Court

has graphically described, “[t}o be clearly erronsous, a decision must strike us Eas
more than just maybe or probably wrong; it voust . . . strike us as wrong with tile
force of a five-week-old, unrefrigerated dead fish.” Hayes v. Woodford, 361 F.Bxi
1054, 1067 n. B (9th Cir. 2002) (intemal quotation omitted).” ‘
Credibility findings are reviewed for clear error and aro entitied fo
special deference. Anderson v, City of Bessemer, 470 U.S. 564, 574 (1985);
Allen, 283 F.3d at 1078 n. 8. Trial judges have broad discretion to comment upon
the evidence, including the credibility of witnesses, as the District Court did here
See Navellier v, Sletten, 262 F.3d 923, 942 (9th Cir. 2001), cert. demied, 536 U S.
941 (2002); ER 683. “An appeilate court must be especiaily reluctant 1o set aside 3
finding based on the trial judge's evaluation of conflicting lay or expert oral

testimony,”

. v. United States, 51 F.3d 834, 838 (3th Cir.
"% Although Smith’s newly crafted fair use defense should not be considered
because he waived it by falling to raise it at the trial court level, if it were to

be considered, fair use is 2 mixed question of law and fact reviewed de novo.
Kelly v. Arriba Soft Corp., 336 F.3d 811, 817 (9th Cir. 2003).

14
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1995) (per curiam), pasticularly in this case, where this Court »imifmmandedﬁm
case in order to peruiit the trier of fact to ass;zss the credibility of the 'wimtss‘:ﬁi.
Entreprencut, 2;?9‘ F.3d at 1149,

B.  Smith Incorrectly Argues For A Different Standard,

Smith concedes that clear error is normally the standard of _rf:vimﬁv buy
argues that ah abuse of discretion is the appropriate standard here because of tzbis
Cowrt’s previous mling on sumymary judgment. Br. 8-9. Smith cites Qmm&ét;ﬂi '
v, Alexander, 106 ¥,3d 874, 876 (9th Cir. 1997), in support of this proposition with
respéct to his use of ENTREPRENEUR ILLUSTRATED and cites ne authnrity for
this proposition with respect 1o his use of ENTREPRENEURPR and

ENTREPRENEURPR.COM. Br. 8-9. Alexander, however, merely stands fm the
proposition that the law-of-the-case doctrine ordinarily precludes mmnsidcraﬁm
of a previously decided issue, unless the previous decigion was clearly errm@us,
changed circumstances exist, or manifest injustiaé would resuit. 106 F.s&.. a_ir;éai"t:i~
Here, the District Court did not reconsider a previousty decided issue but, rat?xer,
conducted a trial on the issues this Court beld should not be resolved on sum:jmry
judgment. ‘

Even under an abuse of discretion standard, moreover, a I‘WWWE

- court cannot feverse unless it hae 2 definite and firm conviction that the murt

‘below committed a clear error of judgment in the conclusion it reached upon a

15
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weighing of the relevant factors. United S 301 F.3d 1000, 1007 (9th

Cir. 2002); Harman v. Apfel, 211 F.3d 1172, 1175 (9th Cir. 2000). Accnrdingly,

regardless of whether this Court applies a ¢lear-etror or an abuse-of-discretion
standard, it cannot substitute its judgment for that of the lower court and, rather,
mrmst uphold the Distriet Court’s decisjon if it falls within a broad range of

permissible conclusions.

C.  TheDecision To Award Damages And Anorgevs' Fees And To Issue

The District Court’s decision to award damages to EMI is also

Inc. v. Michel 179
- F.3d 704, 712 (9th Cir. 1999). The cﬂmputaiien of damages is revwwedundﬂr the
clearly erroneous standard. Marsu, B.V. v, Walt Disnev Co,, 185 F.3d 932, 938
(9th Cir, 1999).
“The decision to award attorneys' fots under the Lanbam Act is

-reviewed for an abuse of discretion. Rolex, 179 F.3d at 711, An award of msts is

also réviewed for an abuse of discretion. Disc Golf Ass'n v. Champion Dim;s, Ing.,
158 F.3d 1002, 1009 (9th Cir. 1998}, ‘
The court’s choice of equitable relief and the scope of the injumi:ﬁon

* issned are reviewsd for an abuse of discretion. 8

Connegtix Corp., 203 F.3d 596, 602 (Sth Cir, 2000),

15
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VII., SUMMARY OF ARGUMENT
- On the previous appeal of this case, this Court held that several

questions relevant to the determination of a likelihood of confusion were for the
trier of fact o decide. After hearing the evidence at trial and assessing the |
credibility of the wimesses, the District Court dectded ;ﬁach of these quesiions m
| favor of a hkelthood of confusion, finding the witnesses against Smith “very
credible” and Smith’s testimony “not credible.” ‘
Smith mmm no valid basis for disturbing Judge Cooper’s ﬁnﬁing,
Instead, Smith relie:;ﬂ, entirely on 2 mischaracterization of this Court’s prior rufing.
He argues the decision forbade the District Court from reaching a different
conclusion after a trial on the werits and from issuing a broader injunction unlasa
EMI presented new evidence on gach likelihood-of-confusion factor. Smuth’s
interpretation would transform this Court’s prior ruling into 2 grant of smmnary
judgment to Smith, which of course it was not, and overlooks that this Court
merely held, viewing the evidence in the light most favorable to Smith, that
surpnary fudpment was inappropniate. This Court expressly contemplated that the
- trier of fact, afier weighing the {acts and the credibility of the witnesses, cﬂulﬁ
reach a different conchusion.
The District Court did not commit clear “ermr or abuse its discretion in

finding that Smith committed trademark infringement according to the Sleekeraft

17
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Hikelihood-of-confusion factors. This Court previously hold that, based solely on
the record at summary judgment, EMI"s ENWPRENEUR mark was wealk, but
that EMI would have an opportunity at irial to prove its mark is strong, EMI chd S0
by presenting substantial and sndisputed evidence of extensive advertising and
pervasive public recognition of the ENTREPRENEUR mark and by mnmdi@tmg
Senith’s unsubstantiated claims of widespread use of this or similar marks by
others in the marketplace. ‘

The District Court also found that the parties® marks are similar, %as the
dominant portion of each mark is “entrepreneur,” and that the parties’ goods a.ﬂ:
reloted. In addition, EMI presented substantial evidene of Smith’s infent to
deceive through multiple witnesses, whom the District Court found to be “very
credible.” As this Court previously heid, “2 determination on the merits that Smlth
intended to deceive consumers would provide ‘strong evidence of a ‘ﬁkelihoo;d of
confusion,” {citation omitted) and, as 4 result, could overcome we.aker.shmﬁngs by
EMI in other factors.” The District Court determined on the mexits that Smith
intended o deceive. ‘

A great quantity of evidence of acal confusion was also presented at
trial. This Court previously held, “We believe that the trier-of-fact may find the

- svidence of actual confusion quite significant,” and, in fact, the District Court did.

So many “very credible” witnesses testified at trial as to their actual confusion that

18



Al/28/20A4 15:27 9164531183 ENTREFREMELRFR PAGE 38

B1/28/04 14:885 FAX P18 444 3334 NCDONOQUGH . HOLLANDEALLEN Besn

the District Cours tumed away additional witnesses who were ai the cmnihﬂus%
ready to provide additional evidence of actual confusion. Substantial documentary
evidence of actnal confusion was also admitted.

" Finally, the District Court weighed the new evidence at trial and fi)und
that the parties’ marketing channels overlap, the parties are operating in sach
other’s lines of business, and -coﬁaumers are not likely to exercise care in a:téaﬁ fo
differentiate between the sources of the respective parties’ goods and %Mrms.i The
trial court balanced the factors and found a likelikood of confusion. Because |
Smith committed trademark infringement, he necessarily committed unfair |
competition as well. The District Court’s decision did not constitute clear emsr
and should be upheld.

Smith’s fair use defense should be rejected because he waived it by
faifing to raise it in the trial court. Moreover, this Court’s prior decision did uﬂt
mention, let alone mandate, an evaluation of a fair use defense. Evenifit wcre.
properly before this Court, the defense must be rejected because the ﬂisu*ict_ Goun
found substantial svidence of actusl sonfusion and because Smith used his marks
as trademarks, not in good faith, and not to describe his goods. |

The relief granted by the District Court was not an abuse of discretion

- and should be affirmed. The injunction was supported by the trial court’s ﬁndmgs

of fact. Damages were appropriately awarded because Smith deliberately and

5
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willfully infringed EMI’s mark, and the amount of damages was calculated
according to established law and thsevidm::—mpmmwﬂ at trial. The unopposgd.
award of attorneys’ fees was proper as well, 2s the District Court formd thns case to
be exceptional.

VI ARGUMENT

A, The Distnet Cowrt’s

sion After Trial That Smith Qomgy_.‘ﬁcd,
Unlike in the first appeal of this case, where the issue presented to this

Court 'was whether there were disputed factual issues, and where Smith recﬁi@d
the benefit of baving all inferences drawn in his favor, there has now been a trial.
At trial, fhe trier of fact weighs the evidence objectively in order 1o dawmune the
truth of the matter, rather than drawing inferences in favor of either party. Dubbs
v.C.LA. 866 F. 24 1114, 1118 (9th Cir. 1989). The judge had the apportumty o
hear witniesses and to assess theie credibility and, after doing so, found that Smith
committed trademark infringement, On this appeal, Smith iroproperly asks this
Court to second-gness the District Court’s factual findings and credibility |

determinations rmade after trial, despite the special deference fo which these
deternrinations are entitled. Reviewing the District Court’s decision for clear emmor

- (or even for an abuse of discretion), this Court should affirm. -

0
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Smith bases his entire argument for reversal on 2 nrisconception c:f "
this Court’s ruling on summary judgment. On Smith’s appeal of the District
“Couri’s ruling on the parties” cross-motions for sumnary judgment, this Com'-it
ruled that Smith’s use of ENTREPRENEUR ILLUSTRATED on his magazine
constituted frademark infringement as 3 matter of law, but that with respect tohxs
viher usés of his marks, a reasonable juror could find no likelihood of mfmcm, at
least when viewing the evidenee i a light most favorable 1o Smith. See
Entrepreneur, 279 F.3d at 1140, Based on the limited affirmiance, this Court
instructed the Distsict Court 1o “devise an injunction that only enjoins Smith from
using the term ‘Entreprencur Iustrated’ on t':het cover of a printed pubiicatioui ina
manner that obstructs or otherwise downplays the word ‘Tlustrated.™ Id. at i 153,
The case wés aiso remanded “for a trial on the merits.” Id. at 1138, The.‘: Dist};rict
Court followed this Coust's directive and issued the limited injunction, Wh’iﬂl’; :
remained in effect through triah. SER 1719, '
Smith argues the District Court was precluded from findinga
fikelihood of confusion imless EMI offered at trial new and additional mdmc-e on
* each likelihood-of-confusion factor, apart from the evidence offered on sununary

judgrment. Br. 23-33. Smith’s position is wrong. 1f Smith were corect that{ based

21
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on the summary judgment evidence, it would be unreasonable for the District |
Court to find for EM], then Smith would hm'rc- been entitled to summary j‘udgrﬁmt
in the figst instance. This Court, however, declined io reverse the -ﬂistxint'Cﬂujrtﬁ
denial ()f Smith's stmpmmary padgment motion, | :

Instead, this Court specifically held that four of the eight _N_M
factors—namely, sxtrﬁlanty of marks, $mith’s inteni, actual confiision, and
expansion into product lines—were factual issues not properly decided on
summary judgment. See Entrepreneur, 279 F.3d at 1145-47, 1149-52. On these
factors, the District Court was penmitied, indeed expecied, as the fact-finder on
Temand o evaluate the evidence and determine whether each factor weighed m
favor of or against a likelihood of confusion, even if no additional evidence wés-
presented.

As to the other four Sleekcraft factors—strength of the mark,
relatedness of goods, marketing channels, and consumer care—this Court based its
ary judgment, viewing
the evidence iu the light most favorable to Smith. This Court found that EMI's

rulings as 8 matter of law on the state of the record at su

mark is entitled to only descriptive strength (Entrepreneyr, 279 F.3d at 1 142);§the-
parties’ goods are related but only moderately so (id. at 1148); the parties’
*. marketing channels do not overlap (id. at 1151-52); and the-.degm#nf COnSUINET

- care is moderate, at least when all inferences are resolved in Smith’s favor (ﬁ at

122
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1152). This Court made clear in remanding the case that the District Ccurt“couiid
reach contrary findings on these factors a&ﬁr trial, where the smmary judmt
standard, requiring that the evidence and all reasonable inferences be mmide@ in-
the light most favorable to fhe non-moving party, does not apply. Id. at 1144,
1152; see Drubbg, 866 F.2d at 1118. Moreover, as to the strength of EMI's mark,
this Court specifically contemnplated that EMI could present additional evidence
“t0 prove that its mark is stronger than it currently appears.” Enfrepreneur, 279
F3d at 1144, EM] did so, and the District Court found the mark to be “a strong
distinetive mark, deserving of significant protection.” ER 686. 5

* Tn fact, by ruling that the outoorae of this ‘\diapmc was a factual matter
not appropriate for sutnmary judgment, this Court implied that the District Cmm
could appropriately award judgment to EMI afier trial based solely on weighing
the evidence presented at summary judgment. In actuality, however, EMI ;
presented at trial substantial compelling evidence not presented al summary

judgment, further supporting a finding of likely confusion.

Thie pertinent inguiry regarding trademark infiingement is whether

“the average consumer would be likely to believe that the infringer’s pmdﬂcﬁs “had

23
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some conpection’ with those of the registrant.” EQME Publ'g Co. v. Brincat, 504
F.2d 713, 716-17 0. 7 (9th Cir. 1974). In evﬁmﬁng whether a likelihood of
confusion exists, the Ninth Circnit has enumerated eight relevant factors: “(1) The
strength of EMT’s trademnark; (2) The similarity of the marks; (3) The proximity or
relatedness of the goods or services; (4) Smith’s intent in selecting the marks; (5)
Hvidence of actual confusian; (6) The marketing channels used; (7) The tikelibood

of expansion of product lines; and, (8) The degres of care consumers are likely to

exercise.” Entreprepeur, 279 F.3d at 1140, citing AMF inc. v. Sigmﬁﬁoﬂsd

599 F.2d 341, 348-49 (9th Cir. 1979). The District Court evaluated each of the
eight factors and concluded that a likelihood of confusion exists between EMI’s

mark and Smith’s marks. A review of these factors confirms that the Distlot

Court’s decision is supported by the record and docs not constitute clear error.

.  This Court proviousty ruled that, vicwing the facts in a light most
favorable to Smith and based solely on the record at summary judgment, EMI had |
not demonstrated that it had so strengthened its descriptive mark as to weigh in
favor of finding likely confusion. Id. at 1142 This decision was not a final raling

- that the mark is weak. Rather, as Smith acknowledges (Br. 24), this Court

'Speciﬁé:aliy held that, at frial, EMI would “have the opportunity to prove that its
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mnark is stronger than it currently appears.” 1d. at 1144, citing Americap Jot’l

. 9726 F,2d 829, 832 (9th Cur. 1991) (hoiding
suggestive or descriptive mark “may be strengthened by such faciors as extensive
advmismg, fength of cxclusive use, public recognition . . ). The District Court

found that “Plaintiff has done s0.” -ER 684.

en The Mark.

At trial, BMI submitted an abundance of evidence not presented at
summary judgment that showed, among other things:

e  Thevast magonty of the prﬂp&-mun nses of the word
“gntreprenenr” are associated with Entepreneur magazing, as Smith’s own expert
admitted. SER 168. |

. EMI has attracted one million new subscribers to its mAgazine
in the last three years, and rmore than 13 milliop unique visitors logged onto E.Nﬂ’;s
wobsite since January 2001, SER 47, 60.

o 1n the nationally respecied Capell's Circulation Report,
Entreprepeur was named one of the 20 best magazines in terms of circulation over
the last 20 years and was the only business magazine to receive this prestigious

" honor. SER 49.

25
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. Smith’s clients wers aware of the “famons™ and “credibie”
ENTREPRENEUR mark and EMI's pmdu&s and services offered under the mark.
SER 113, 118,

e EMI spent $46 million (including the cost of publishing
Entrepreneur, which is itself an important marketing mechanism) i advertising
and marketing in the last three years, SER 43,57 Even without mcIﬂﬁmg the cost
of the magazine itself, EMI spent more than $10 mi’ll’i-:;m on advertising and
marketing during this period. S8ER 42, 57.

. EMI uses its extensive marketing budget to purchase radio,
television, newspaper, magazine, and direct-mail advertisernents and to pay far
tetail display #Howanccs, special promotional reatment in.boékstﬁms, catalog
mailings, promotional events, newsletters, radio campaigns, trade show space, ‘alnd
Internet marketing activities. SER 33334, 39.42. In addition, Rieva Lesonsky,
EMI’s senior vice president and editorial director, makes regular public
Qppmmw& that promote the ENTREPRENEUR brand, including frequent
appearances on such television shows as CNINfn, CNBC, Good Merning America,

and Oprah. SER 50.

Many of EMI’s newspaper and magazine advertisements were

- adunitied at trial. SER 178-96. One of these advertisements, Exhibit 52, included a

posteard that Ms. Lesonsky testified was sent to potential participants in the

7Y
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Entrepreneur Expo trade shows. SER 35-36, 196. In light of the many other trial
exiibits containing EMI's advertisements and Ms. Lesonsky's testimony
coneefning EMI’s radio, television, newspaper, agazine, and direct-mail
advertisernents and retail displays, catalogs, events, newsletiers, and trade shows,
Smith’s claim that this postcard was the only “aljocation of advertising dollars or
activities” to which Ms. Lesonsky testified (Br. 24) is erroneons. SER 33-—36, 39-
42,50, 178-96.

 Smith’s representation that EMI spent only $3 million on advertising
and marketing over the past three years (Br. 24) omits an additionl 52 million per
year {or $6 million over tiree years) that EMI spends on marketing, its products.
and services under the ENTREPRENEUR munk over the Internct, to which Charles
Fuller, EMI's vice president of development and ad aperanms, testified at trial.
SER 57. FMI makes these promotional expenditures to purchase and develop (i)
markefing pieces within Entrepreneur mugaziae, (1) advertising space on partners’
websites, and (jii) banners and other advertising space on third-party websites.
SER §7-58. The purpose of EMI’s marketing and promotional expenditures 1s to
promote subscriptions 10 Entrepreneur magazine, sales of EMI's numerous
business-telated books pubiished under the ENTREPRENEUR mark, and EMI's

- website. SER 56-58.

27
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Smith argues the amount of mopey & trademnark owner spends

“matters little”; rather, “‘{tjhe real question is what did [the owner] get for their
moxey and efforts?" Br. 24 (citation omitted). For jts extensive advertising

. expenditures and efforts, EMI has achieved significant public recognition and is
“well-known™ as the publisher of its magazine and purveyor of its products and
services. ER 680-81. Even Smith concedes EMI is “well known inthe small
business mmmunity."’ SER 73, The QVwbelming, evidence of actual confusion
proves the public is familiar with EMI’s mark. 1f Smith's clients had not been
aware of EMI’s mark, they would not have suffered the actual cotifusion that arose
from the association they believed existed between EMI and Soith.

Marketplace To Use “Entreprenenr.”

On the record at summary judgment, this Court found that the need of
others in the marketplace to use the term “entreprencur” to desoribe their goods or
services suggested that EMI's mark is descriptive and therefore weak.
Entrepreneur, 279 F.3d at 1143, EM! demonsirated aimal, however, that neiﬂnﬁ-'
Swmith nor others in the marketplace need to use the word “entrepreneur” to
describe their produets or services.

EMI presented evidence showing that Smith, through his previous

counsel, argued to the U.S. Patent & Trademark Office that “the words

2%
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‘entreprenenr” and “illustrated” are not required jn order to deseribe [Smith's]
product; there are many other words mmilahie to describe such product.” SER 522.
Smith did not initially use the word “entrepreneuy” to identify his company, his
magazine, or his website. Smith’s naming firm suggested many terms that did not
epcompass “entrepreneur,” including the-ﬁm’s favaritc names, “Enterpress” and
“Entrenews” BR 950-58, SER 169-70.

In addition, EMI's competitors, all c;f whom produce magazines and
provide services for small-business owners, have shown no need to use the word
“entreprenewr” to describe their magazines, products, services, of potential
customer markets. These competitors Have included such magazines as Inc.,

&u_mm, FSB (Forhune Small Business), Yeotare, Nafjon's

- Business (formeriy Your Own ﬁu&inm__g), Srall Business Opportunitics, Fast '

ity World, Your Company, and

“In support of his opposition to EMI’s Motion for Summary Judgment,
Smith presented testimony from his expert witness regarding other magazies,
-+ trademark repistrations, and domain names that include the word “entrepreneur.”

- BR 267-84. For summary judgment purposes, this- Court acoepted this evidence as

29
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support for the weakness of EMD’s mark. Entreprenear, 279 F.3d ﬁt 1143, Attrial,
‘however, EMI reﬁl@ all of Smith’s claims éf widespread .usa by others of the |
word “entrepreneur.”

First, although Smith argued that other magazines use “gntrepreneur”
im their title, he presented no evidence that these magazines are currently being
published in the United States. SER 163-65. Smith's own linguisties expert
testified he had never seen even oiw magazine with “entreprenewr” in its title
except for EMI’s Entreprencyr magazine. SER 163-64.

Further, Smiith presented no evidence regarding any use by third
parties of the ENTREPRENEUR mark on related goods and services, While
several trademark régisu*axiam containinig “entrepreneur” are part of the record,

there was nio evidence presented tegarding what uss, if any, the owners are of were
making of their trademarks, SER 171-72. “The mere citation of third party
registrations is not proof of third party uses for the. putpose of showing & crowded

field and I‘E-'lﬂﬁ‘%‘ﬁ waﬂmm«” 2 1. Thomps M

fair Compeiition § 11:89 (4th ed. 2003} (emphasis in original). Srmth aleo

failed to present any evidence that even one “entrepreneur” domain name {other
than entrepreneurpr.com) is nsed or associated with refated goods or services. SER
- 166-67.

30
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~ Whilea “erowdad‘,ﬁeld of marks™ can su_ggzst “rusiomers . . . MAY
have learned to carefully pick out one [mmj from the other,” (Entreprengyr, 279

F.3d at 1144, citing Miss

F.24, 1445, 1449 (9th Cir. 1988)}, the public could not have learned to distix;gqiﬁh
between different uses of ENTREPRENEUR unless they were aware of other uses
of similar marks on related goods and services. Absent evidence that others are
making use of similar marks—which Smith failed to preseni—ibe “field” cannct

be “crowded.” See Miss World, 856 F.2d at 1449,

Shauld Still Be Found ‘T'o Bxist.

Based on all of the new svidence regarding strength of the mark

presented by EMI at trial, the District Court ‘fmund the ENTREPRENEUR mark 10
bé «g strong distinctive mark, deserving of significant protection.” ER. 626. I,
nonetheless, this Court is inclined to rejest the District Court’s conclusion and hold
that BMI’e mark is weal, the District Court’s finding of a likelihood of confusion
should still be upheld. When products are closely related and marks are neatly
identical, as in this case, “the strength of the m.axk is of diminished tmporiance m

- tho tikelihood of confusion analysis.” Brookfield, 174 F.3d at 1059; seg alse
Entreprencus, 279 F.3d at 1153 (finding EMI's ENTREPRENEUR mark strong

31
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enough to support pastial affirmance of suramary judgment). Even weak marks are
 entitled to protection against junior users of sismilar marks on similar goods. New
West Corp. v. NYM Co. of Cal., Inc., 595 F.2d 1194, 1202 (9th Cir. 1979).

“This Court itself noted that “a detetmination on the merits that Smith
intended to deceive consumers would provide ‘strong evidence of a likelthood of
confusion’ {citation omitted), and, as a result, could overcoine weaker sh@wings by
EMI in other factors.” Entreprencur, 279 F.3d at 1150. The District Court found
that Smith intended to deceive the public and that there was substantial evidence of
actual confusion. ER 686-87. Accordingly, even if EMI’s mark were not
adjudged to be strong, Smith’s intent and the substantial evidence of actual
confusion, as well as the remaining factors weighing in favor of a likelihood of

confusion, still firmly support the District Court’s judgment.

b,  TheParties’ Marks Are Highly Similar.
“Obviously, the greater the similarity between the two marks at issue,

the greater the likelihood of confusion.

it, 279 B.3d at 1144, quoting
GoTo,com, Inc, v. Walt Disney Co., 202 F.3d 1199, 1206 {9th Cir. 2000). In-

determining whether marks are similar, “1) Marks should be considered in their
entirety and as they appesrin the marketpiace; 2} Similarity is best adjudged by
* appearance, sound, and meaning; and 3) Similaritics weigh more heavily than

differences.” Entreprencur, 279 F.34d at 1144. The District Court found that “the

3z
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marks ENTREPRENEUR, on the one hand, and ENTREPRENEURPR,
Entrepreneyy Hustrated, and mtmpmneuxpr;com,; are substantially similar in
appearance, sound and meaning in that the Jominant portion of all the marks is
identical—‘entrepreneur.”™ ER 682.

The District Court’s finding of fact is not clearly erronecus and should
be upheld. Plainly, the marks are similar, EMI presented 4t trial the testimony of
Dr. Virginia Mann, a linguistics expert, showing that both ENTREPRENEUR.PR
and ENTREPRENEUR ILLUSTRATED would “prime™—that is, be automatically
associated with—ENTREPRENBUR and that the eye would tend to skip over the

 differentiating features of ENTREPRENEURPR. SER 156-59. The parties’ marks
gven appear i similar colors at times, exacerhating the potential for confusion.
SER 31-32, 177, 218-92.

Smith’s only arguments for overturning the District Court’s finding of
fact voncerning the similarity of the marks are that (1) EMI presented no new
evidence “as to the color, font-size, or ‘look and feel™ of EMI's magazine as
compared to Smith’s magazine, and (2) Ms. Lesonsky’s and Dr. Mann’s testimony
both supported Smith’s contention that the marks are dissimilar. Br. 26. These
contentions are ermﬂﬁous

First, EMI was not reguired to swbmit new evidence in order for the

District Court to find that this factor supported a finding of likelihood of confuion.
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On summary judgment, this Court held that a reasonable juror would have to find
the marks ENTREPRENEUR and ENTREPRENEUR ILLUSTRATED similar as
used on the parties® publication covers, but that & reasonable juror could find
£MIs mark and Smith’s other uses of his marks dissimilar. Entreprencur, 279
F3dat 1145-47. While a feasonahlm fact finder could have concluded the marks
are dissimilar, this Court necessarily implied that a reasonable fact finder could, on
the other hand, conclude the marks are sumular. This is precisely what ocenrred.
Second, Smith is wrong in asserting that Ms. Lﬁsamky testified.
people would find no association between two unrelated pusinesses using the word
| “entrepreneur” if there were merely minor distinctions in the font style employed.
Br. 26. Instead, Ms. Lesonsky testified that “fonts can be different, but they can be
similar which cause confusion” SER 55. This Court itself found |
ENTREPRENSUR and ENTREPRENEUR ILLUSTRATED as used as the
parties” publication titles to be similar as a matter of ‘lé.w, despite the fact that the
colors and fonts styles of the two titles differ. Entreprepeus, 279 F.3d at 1144,
- 1145,
Finally, Smith’s representation that EMI’s linguisties expert Dr. Mann
testified that EMI's website www.entreprenenr.com is net closely related to
- Smith’s website www. entrepreneurpr.com (Br. 26) is inaccurate. Rather, she

testified that www.entrepreneurpr.com did not come up in the first five or six pages
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of a Google search for “entrepreneur,” bt thm this fact may be dueto web
presence or web frequency. SER 160 And, contrary to Smith’s argument that
_thm: was no evidence to suggest peupla would make an associstion between
Smith’s ENTREPRENEURPR mark and EMI’s ENTREPRENEUR mark (Br. 26),
extensive evidence was presented at trial that such an association would be made.
SER 73,1 13, 163-64, 168. The evideénce substantiates the trial court’s finding that
the parties” marks are similar,
c. e Partjes” Goods And Servic losely Rely
This Court previously stated, “we agree that the parties” goods are-
related” based on the fact that beth parties print publications featuring small
businesses, but it adopted a “sliding scale” approach to xhis‘ factor. Entrepreneut,
279 F.3d at 1148, As it found EMI’s mark to be weak, based solely on the record
at summary judgment, this Court held the relatedness of the parties’ goods “does
not weigh heavily in favor of likely confision as a matter of law.” 1d. Becatse
‘ZEMI presented substantial, additional cvidence at trial sufficient 10 support a
finding that its mark is stronger than it appeared at summary judgment, the
relatedness factor should likewise be ascribed more weight.
This evidence demonstrated that EMI itself, like Smith, provides
. publie telations services that promote small businesses, by featuring stories about

them m Entrepreneur magazine. SER 53-54. Further, EMI proved ai trial it

35
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“offers public relations services on its website through its partnership with PR
‘Newswire, which services are substantially s;imi-lar to Smith’s public relations
services.” ER 682, Additionally, the vast amount of actual confusion presented at
trial demonstrates the buying public indeed believed that Smith’s products came
from the same source as EMI’s products, The District Court’s finding that the

goods are related is not clearly errongous.

“[Tntent to deceive i3 strong evidence of a Jikelihood of confusion.™

ntrenrencur, 279 F.3d at 1148 (citation omitted). Whete an alleged infringer
chooses 2 mark be knows to be simlar to another, his intent to confuse can he
presumed. 1d.; ER 687. In addition, “[a} party with a priot relationship with the
first mark has a greater duty to adopt a clearly disﬁnguismble‘ mark than does a

mere stranger.” Chagsis Master Corp. ¥,

yego. 610 F. Supp. 473, 478 (5.D. Fla.
1985) {citation omitied).

This Court previously acknowledged that several witnesses’ testimony

 suggested that Smith, in adopting and using marks similar to EMI’s mark, intended

to confuse the public, but held the credibility of these withesses was for the trier of

- factto determine. Entrepreneur, 279 F.3d at 1149-50. The District Court found
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these witnesses, and ofhers who testified about actual confiision, “very credible.”
ER 683. | |

Smith’s intent to deceive is clear from substamiél evidence presented
at trial:

» Sresith had been aware of EMI’s mark since at least 1992 and
widely publicized his company’s being featured, under its former name, o the
«Small Business Links” pages of EMI's website. ER 328, 681; SER 72-76.

e  Smith tested whether clients would be more interested in the
services of his struggling company if t’héy thought he was associated with EMI.
SER 99-100, 128-29. |

s  Smith used the services of 2 friend’s naming firm but came up

with the names EntreprenewPR and Entrépreneur Hiustrared himself. SER 79, 85-
88, 169-70, 173-74.

e  Smith 10ld clients he would get them published in Entreprenenr
and sent out articles falscly stating that EntreprenewrPR was EMI’s “PR firm.”
SER 94-96, 198-201, 438.

. Smmith’s said of the many people that were confused, “I1t’s

 great” SER15-16.

. Smith often falscly suggested that an affiliation existed bﬁ:twee,u
EMI and his company. SER 119, 139-41, 14346,

3t
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»  Two former omployees and two clients told Smith about the
confuusion concerning his company and EML SER 10, 16, 123, 139-41, 145-46.

e  When Smith was directly asked by a client if he was affitiated
with EMI, he continually “skirted” the question. SER 139-41, 145-46.

Srmith's conduct in this lawsuit has been consistent with that of
someone baving something to hide, Smith concealed a document showing that one
of his clients wrote a check to Entrepreneur magazine and an e-mail showing that
one of Smith’s empioyee told this client she would be featured in “Entrepreneur,”
stating in discovery there were no documents showing actual confusion. SER 103~

07, 458-59, 516, Smith grudgingly conceded at trial he }-md seen hig client’s check
1o Enireprencur magazine at the time it was ‘;s.ﬁnt to his company. SER 175-76.

The evidence of Smith’s ill intent led the Diswrict Court to find that
Smith committed trademark infringement. “[A] determunation on the merits that
Smith intended to deceive consumers would provide strong evidence of 2
likelihood of confusion,” (citation omitted) and, as a result, could overcome weaker
showings by El\aﬁ in other factors.” Eptrepreneur, 279 F.3d at 1150.

e. “The Evidence Of Acmal Confusion

“Lvidence of achal confusion is strong evidence that future

confusion is likely . . .. ““ Entrepremeur, 279 F.3d at 1150 (citation omitted),

38
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“[CJonvincing evidence of substantial actual confusion is ordinarily decisive.” ER
686. This Court held that, based on the recafd' at summary judgment, EMI bad
presented evidence of one instance of actual configion as a matter of Jaw, but that
the credibility of the remaining witnesses who testified as to their actual confusion
was for the trier of fact 1o deternine. Eptrepreneur, 279 F:3d at 1151, This Coutt
stated, “We believe that the trier-of-fact may find the evidence of actuel confusion
quite significant . . ..” Id. There was a tremendous amount of actual confusion
presented at trial, and the District Court found EMI's witnesses to be “very
credible.” ER 683.

| ' * Seven of Smith’s clients testified that they were actually confused.
SER 108-144. By deposition testimony, admitted at trial, anofher of Smith's
clients iestified m bemg actuelly confused. SER 12-13. ln addition, by deposition
testimony, admitted 2t trial, two former EntreprenenrPR employees testified that
potential customers often pmw‘ there was a connection betweon
EntrepreneurPR and BMIL ER 350, 358, Several other of Smiith’s clients were
present at the courthouss ready 1o testify but were not permitted to do so after the
District Court ruled that additional evidence of actual confagion would be
“duplicative and unmecessary.” SER 147,

These “[mjany witnesses, whor the Court found to be very credible,

testified that they belicved, when they were solicited by Smith, that [Seith] was

39
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associated with Entrepreneur Media or Entrepreneus Magazine, or that the two
publicationy were the same.” ER 683. The #ﬁmcssles “were almost unifm in
their position that they would not have paid any money to {Smith] had they known
he w#s not cuﬁnacted with {(EMI].” 1d.

Smith aempts to contradict these former employees’ testimony with
2 hearsay statement of another employee, Whose declaration was not admimd at
trial. Br. 7, citing ER 139. Because the declarant’s testimony was not admitted as

evidence before the Distict Court at trial, it should not be considered in reviewing

the District Court’s decision. See Leahy v. Upited States, 272 F.2d 487, 489 (Bth
Cir. 19@} (holding .e:v'ideme 1ot considered by trier of fact may not be considered
by appetlate court in reviewing trier of fact's decision).”

Further, ten of Smith's clients were so confused that they wrote
checks to “Entrepreneur Magazine” or “Bntreprenent” instead of to

“EntrepreneurPR.” -SER 459, 461-64, 492-500. This Court previously ruled that 2

Out-of-court, hearsay statements of witnesses who did not testify at trial and
were not subject to cross-cxamination should not be considered in reviewing
the trial court’s decision. See generally Alford v. United States, 282 U.S.
687, 691 (1931) {“Cross-examination of 2 witness is a metier of right.”).
The propriety of citing on appeal to declarations not admitted at trial has not
been directly decided in this Circuit, see Williams v. Woodford, 306 .34
665, 714 (9th Cir. 2002) (dectining to decide whether declarations submitted
ju previous court proceedings but not admitted into evidence at trial are
property part of appellate record because appeliate court did pot need to
céairn&ic‘hr them in making its miling), or in published decisions of other

reusts,

17
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single check sent to EntreprenensPR payable to EDME“;..%K magazine “is Sirong,
evidence of [] confusion.” Enfrepreneur, 27§.F.3-d at 1150

Smith argues that five of EMI's trial ‘witnesses should not be bal’ievéd
becauss they wete dispruntled former clients involved in legal battles or payment
disputes with Smith, Br. 29-31. Smith advanced the same arpument at trial and
the District Court rejected it, finding Smith's testimony denying “the aflegations of
all of those witnesses ... . in that, and many other respects, was pot credible” ER
683. Tuis credibility determination made by the trial court, after hearing the
testimony and cross-cxamination of live witnesses, should not be distmrbed.

Smith alo argues the testimony of these witnesses should be
discounied becanse their confusion was due to the “visual similarity of the
publications, or purely extrancous matters,” and becavse their cﬂﬁﬁsion‘,rciawd
only to the parties” publications, not to Smith’s business name or website. Br. 28-
29. These arguments ignore the evidence at trial. Many witnesses and trial
exhibits attested to actual confusion arising from each of Smith’s three marks.
SER 115-16, 123-24, 458-64, 492-300, 516. Al of the written evidence, combined
with the credible testimony of many witnesses, constitutes substantial evidence of

actpal confitsion.

41
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Based solely on the record at mmnw judgment, this Court held that
the parties’ respective uses of the Internet were not sipnificant enough to be
pertinent and that their other marketing channels did not overlap to any significant
degrec. Eptreprensur, 279 F.3d at 1151-52. EMI presenied at tﬁal pew evidence
regarding the extensiveness of the respective parties’ Intemet marketing activities,
as well a3 new evidence of the similarities of their other marketing channels.

EMI presented new evidence demonstrating it uses the Internei a8 2
cubstantial marketing channel, spending $2 million per year marketing goods and
services under the ENTREPRENEUR, mark on-line. SER 57. The evidence

- showed Smith algo uses the Internet as & maﬁmﬁag channgl. SER 91. In addition,
EMI presented new evidence showing that severat clients wore actuaity confused
about a possible affiliation between EMI and Smith afier visjting Smith’s website.
SER 123-24, 460.

EMI also presented new evidence at trial that the prices charged by
the parties for advertising space in their respective publications are sometimes
comnparable. ‘While Smith charges his clients $10,000 for the one-page
advertiscment in his magazine—which advertisement takes the form of an “atticle”

- used to promote his elients’ pmducm and services—EMI charges as little as §9,000

for a full page advertisement in Entrepreneur magazine. SER 46, 70-71;
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Eptrepregeur, 279 F.3d at 1152, Thus, the parties’ advertisements are campmbly
priced. -
Based on this new evidence, together with the other evidence

presented both at trial and at summary judgment, the District Court found the

: pai-tiea’ maﬂ;ezting channels overlap in three matenial vespects: they both (1) target
their products and services, and provide fheir magazines, to small business owners,
(2) send thewr magafzmés free of charge to media entities, and (3)use the Intemet ta
market and advertise their products and scrvices. ER 682-83. It was not clear

error for the District Coutt to find there was ample opportunity for individuals to
be confused.

Eroduct Lines.

This Court found on the record at summary judgment the parties’
marketing channels do not overlap as a matter of law and there was no evidence of
the partics’ intent to ¢xpand into each other’s product lines. Entrepreneur, 279
F.3d at 1152. The Court noted, however, that on remand, “the trier of fact should
reconzider the issue based on the final record.” Id.

At trial, EMI-presented new evidence that it has expanded into -
. providing more public relations services through its partnership with PR

Newswire. SER 60-62, 465-66. Through this sirategic alliance, EMI's website
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contains a page devoted to promoting public relations services whereby customers
c¢an submit press releases that willbe 'smf ,0,; 1o a rumber of print, radia, and
television media outlets. Id. Tn addition, EMY itself promotes specific small
businesses and their owners by featuring them in articles in Egtrepreneut
magazine, SER 53-54. This cvidﬂﬁoe, fopether with the new evidence presented

to show the parties’ marketing channels overlap, led the District Court to hold “the

parties are already operating within cach other’s product lines.” ER 687. Jis

finding is not clearly erroneous and should be upheid.

“Will Be Confuged.

On summary judgment, the District Court originally held the degree
of constmer care weighed against a finding of likelihood of confusion. With “alt
inferences of this sort resolved in {Smith's] favor,” this Court agreed.
Entreopeneur, 279 F.3d at 1152, After hearing the evidence at trial, however, the

District Court found that, as the “trademark laws ave not primarily designed to

protect careful and experienced consumers, but to protect ‘the ignorant, the

inexperienced, and the gullible,™ people are likely to believe Smith’s magazine

- and services are associated with EMI. ER 686, gquoting Stork Restaurant v. Sabati,

21
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166 F.2d 348, 359 (9th Cir. 1948). The District Cowrt’s finding is not clearly
SITONBous. l ”

#[Tjhe standard of care o be exercised by the reasonably prudent
purchaser will be equal to that of the least sophisﬁcated consumer.” GoTo.gom,
202 F.3d at 1209. The “consumers” of Entrepreneur magazine are the two million
monthly readets of the magazine (who purchase the magazine for a few dollars,
mcéiva it for free, or read someone else’s copy), the two to three millicn monthiy
Intemnet visitors (who visit WW.anﬁeprénmmm for free), and the advertisers
{who pay thousands of dollars for advertising space). Similarly, the “consumers”

of Enfrepreneur Nusirated and BntreprenewrPR are media entities (who receive

ried for free), Inmernet nsers (who visit

repreneur gl

ﬁww.mtrepmn&ﬁrphmm for free), potential clients (who are solicited but never
buy EntreprenenrPR’s services), and clients (who pay several thousand dollars to
appear in Eniroprencur Mlustraied)..
| The least sophisticated consumers for both parties’ goods are

individuals, not sophisticated companies. Individuals are not likely io be
sophisticated enough, or have enough time, to determine whether EntreprencurPR
and EMI are affiliated, even when they contract to pay thousands of dellars for

- Smith’s services. The evidence proved this. SER iﬁﬁ {*T was just too busy

juggling my photo-talent agency and my comparny just rying to survive and run
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. oy business, 1had no time to backtrack and do research {on Smith] ... ."). As

one of Smith’s confused clients put it, “{ W]hen you are an entrepreneur and you

+think your company is going o be the one to make it, you're grasping at every bit

of help that you can get; and 50 you just have a tendency to beliove what you se&

»

on paper.” SER 110, People are likely to helieve-—and, in fact, did belicve—that
Simith’s magazine and services were associated with EML
Moreover, even when extremely high diligence was exercised,

confusion still occurred because Smith was not always forthright with his clients

regarding his affiliatiop with EMI. SER 119, 139-41, 14546, The District Court

- did not commit clear error when it weighed this factor in favor of a finding of

Yikelihood of confusion.

‘Upon the whole trial record, and based on the factual findings made at

- trial, the likelihood of confusion factors favor EMI, includmg the enitical factors of

 similaritics of the marks, proximity of the goods and services sold under the marks,

actual confusion, and intent of the defendent. ER 679-89. The District Court’s

- balancing of the likelihood-of-confusion factors, necessarily a fact-intensive
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process, cannot be overnumed absent clear error.. See Brookfigld, 174 F3d at -
1061. |
Smmith chastises Judge Cooper by claiming her analysis of the
Sieekeraft factors was ‘fnwchanical, if not perfunctory” and driven entirely by the
intent factor. Br. 33. In fact, the District Court listened patiently to all of the
evidence and evaluated each factor in turn: ER 679-89. And while Smith
cormplains that the District Court overemphasized the mtent factor, this Court ruled
that “a determination on the merits that Smith intended 1o deceive consumers
" would provide ‘strong evidence of a likelihood of confusion’ . ...” M
279 F.3d at 1150,’ guoting Interstellar Starship Servs. v. Epix. Inc., 184 ¥3d 1107,
1111 (9th Cir. 1999}, The District Court also gave significant weight to the actual
confusion factor (ER 683-86), as instructed by this Court. Entrepreneur, 279 F.ad
at 1151 (“We believe that the trier-of-fact may find the evidence of actual
confusion quite sigaificant . .. ™). The District Court’s evaluation of the
likelihoad-of-confusion factors and its finding of trademark inﬁ*iﬁgmnmt were not
_ ;:lﬁarly erroneous and, accordingly, should be affirmed.

B.  Smith’s Fair Use Defense Should Be Rejected.

1. The Fair Use Defense Was Waived.

Smith argues that the fair use defense cxouses him from trademark

infringement. Br. 15. Smith did not plead the fair use defense in his Ariswer, did
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fiot mention the defense at the pretrial phase, and did not present evidence
conceming the defense or argﬁe for its-appii;;aﬁm at trigl. ER 25, 771, Smith
claims His fair use defense is found in hig answer and in the Pretrial Confercnce
Order. Br. 15,n. 4. Smithis wrong. Neither of these documents even mentions a
fair use defense. Indeed, he conceded in the Pretrial Conference Order that “there
are no issues that could be called an affirmative defense arﬁoﬂmdaﬁn.“ ER 769,
Because Srnith failed 1o 1aise the dofense properly below, this Court

should not entertain it on appeal. See Northwest Acceptance Corp. v. Lynnwood

Bauip., Inc., 841 F.2d 918, 924 (9th Cir. 1988) (holding defense is waived where
~not pled or raised in premial order); Clements v. Airport Auth. of Washoe County,
69 F.34 321, 328-29 (9th Cir. 1995) (holding defense is waived where not pled as

affirmative defense); Peterson v, Music, 140 F:3d 1313, 1321 (Sth Cir.

1998) (“We apply a ‘general rule’ against etrtertaining arguments on appeal that

were niot presented or developed before the district court.™).

Even if this Court decides to entertain Smith’s fair use defense, #t
should be rejected. Smith’s fair use defense is based onthe fanlty premise that this
* Conrt’s partial grant of summary judgment to EMI, together with its directive to

the District Court to exercise caution in extending the scope of protection to which
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EMT's mark is entitled, constituted a determination that it is fair for Smith to use
“entreprepeut” ta describe his publication as long as he dnﬁ not downplay
“{ljustrated.” Br. 15, Smith argues this Court’s ruling was a mandate tﬁat the
District Court evaluate whether all of Smith’s other uses of the ENTREPRENEUR
mark are fair as well. 1d.

Contfﬂry to Smith’s contention, this Court’s prior decision was not 3
determination that “it is fair for Smith to use the word ‘entreprenenr’ to describe
his publication.” Br. 12. Instead, it was a determination that, for summary
judgment purposes, EMI had established it was entitled t0 a Tirnited mjunction and
that a trial on the merits was necessary to determine whether a broader injunction
was appropriate. The District Court was expected, on remand, to cvaluate t?xe:
evidence and dctcmﬁm&w propex scope-of the injunction after trial. T did just
that.

3, EvenIfTtHad Not Been Waived

Meritless.
As Smith acknowledges, in this Circuit, the fair use defense is
. available only so long as such use docs not lead to cnstomer confugion as to the

source of the goods or services. See Caims v. Franklin Mint Co,, 292 F.3d 1139,

1151 (9th Cir. 2002). Here, the District Court found substantial evidence of actual

confusion. ER 686. Thus, the fair use defense must be rejected outright. Smith’s
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call for this Court to reverse its precedent dating back decades should be rejected.
See Lindy Pen Co. v. Bic Pen Corp,, 725 F.2d 1240, 1248 (9th Cir. 1984).°
The fair use defensc should also be rejected on its elements. To-
establish a classic fair use defense, as Smith atternpts to do bere, a defendant rmust
prove he pses term (1) not as a trademark or service mark, (2) fairly and in good |
faith, and (3) only to describe his goods or services. See Caims, 292 F.3d at 1151,
Smith’s use meets none of the three elements.
| First, Smith admittedly nsed ENTREPRENEURPR,
 ENTREPRENEUR ILLUSTRATED, and ENTREPRENEURPR.COM as
trademarks. Br. 18, Hig araument that he nevertheless did not use
ENTREPRENEUR (without additional letters or words) as a trademark is
unfounded. See Lindy Pen Co., 725 F.24 at 1248 (rejecting fair use defense for
defendant’s use of its mark AUDITOR’S FINE POINT, concluding that defendant
was making use of plaintiff’s mark AUDITOR’S). Because he uses his marks as

frademarks, Smith 15 not entitied to claim the fair use defense.

The US. Supreme Cnuri‘. recmﬂy agread to review this Court’s decision in
P 1ent Mzke In Lastine Impression Inc., 328 F.3d 1061 (Sth
Cir. 2003}, cert. m S.CL —, 2004 WL #2544 (2004), to determine
whether the classic fair use de,fmse to trademark infringemment recuires a
party to demonstrate an absence of likelihood of confusion, &5 in this Cirend,
or whether fair uge is an abgolute defense, trrespective of confusion, as in
other Cireunits. Should this Cowt’s decision be overtumed, Smith’s fair use

defense {ails nonetheless because he does not satisfy the elements of the
defense.
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Second, Smith did not use his marks in good faith. As Smith
acknowledges, “[glood faith is simply shorthand for the conclusion thet the mark
was used in ‘a way that does not deceive the public.”™ Br. 19, quoting Prestopettes,
Inc, v, Coty, 264 U.S. 359, 368 (1924). As set forth above, the District Court
found after a trial and aﬁcr assessing the credibility of witnesses that Smith used
his oarks in a way that deceives the public. ER 687, And Smith’s attempt to ciie
evidence of widespread third-party vse (Br. 20) is unsupported by the record at
mial. See supra, at 29-31. Accondingly, there was no good faith.

Third, Smith did not use his marks merely to describe his goods or

. services. lnstead, he used them to attempt to distinguish his prodmté‘ﬁﬂom the
products of others and, as the District Court found, 1o atempt to trade off of EMI's
- goodwill, | ER 687; gee Lindy Pen, 725 F.2d at 1248. Smith’s fair use defense fails

on all elements.

Promotions, Tnc., 944 F.2d 1446, 1457 (9th Cir, 1991).
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Injunction. t

The District Court’s decision to issue an injunction and the scope of

the injunction must be upheld absent an abuse of discretion. Somy, 203 F.3d at
602. Smith contends the Distriet Court was precluded from issuing an injunction
beyond the lirited injunction required by the partial affirmance of summary
judgment. Br. 10-11, 13. Smith is incorrect. This Cowrt’s previous ruling did not
seta maximum_onv the injupction that could be issued afier trial; rather, it instructed
the District Court as to the proper scope of the injunction based on the limited
surmary judgment affinnance.

After evaluating the fufl record at trial, the District Court concluded
that Smith committed rademark infringement with respect to all uses of all three of
his marks, All of Smith’s uses contribute to and exacerbate the overall confusion
suffered by his clients. Clients were confused about Smith’s assoclation with EMI
after visiting Staith’s website, others by the name of his publication (apart from
viewing it on the magazine), and others by the name of his company. SER 111-
114, 123-24, 460. Further, although Smith hs not recently published Entreproncur
filustrated. he admitted he might in the fawre. SER §9. Thus, an injunction

* prohibiting such activity was and is nscessary. See Polo Faghions, Inc. v. Dick

Brubn, Ing., 793 F.2d 1132, 1135 {9th Cir. 1986). Recause the District Court’s
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entry of a permanent tnjunction precluding Syyith from making any use of any of
his three marks was sppropriate, its decision does not constitute an abuse of

diseretion, and the injunction should be upheld.

Abuse Of Discretiop,

A plaintiff who prevails in a trademark infringement action, subject to
the principles of equity, is entifled fo recover the Mﬁ'inger’spmﬁts and any
damages the plaintiff sustsined. 15 U.S.C. § 1117(a). “[W}here trademark
infringement is deliberate and willful hoth the tradermark owner and the buying
public are slighted if a court provides no greater remedy than an injunction.”

Playboy Enters.. Inc. v. Baccarat Clothing Co., 692 F.2d 1272, 1274 {9th Cir.

1982). The trial court has substantial discretion to fashion a remedy appropriate to
the facts and circumstances of the case before 1t. ﬁanda_.g‘  Ing, v. Al Bolser's Tire
Stores. Inc., 750 F.24 903, 917 (Fed. Cir, 1984).
In this case, the District Court found that Smith deliberately infringed
EMI’s wademark and thercfore concluded that M is entitled to recover the profits
derived by Smith by such infringement. FR 688. Smith’s knowing adoption of
- marks similer to EMI’s, with the intent to deceive the public in order 1o trade off of

EMI’s goodwill, together with the actual confasion Smith caused, provides ample
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justification for the damages award. 3ee ER 687. Smith offers no argument to the
contrary. Indeed, because many pmplé purchased Smith’s services solely based on -
their belief that Smith was associated with EML, 3t would be manifestly unjust to

allow Smith to keop the profits he obtained in this way.

Smith argues the District Court improperly calculated the damages
award by failing to apportion the damages among the claims and marks, awarding
monsy damages on EMI's unfair competition claim, failing to take into account

‘ Smith's nghtful use of ENTREPRENEUR MUSM’FED, awﬁding Smith’s
revenuss rather than his profits, awarding a punitive amount, and. failing to

‘consider this Court’s directive on damages. None of these arguments has merit.

a.  There Was No Need To Apportion Damapes.

The District Court was not required to Mc any apportioniment of the
damages award. The case Snﬁzh cites, Cairng v. Franklin Mint Co, (Br1. 37},Pis
inapposite because it involved an aflocation of aitumcysf"--.fwg 10 pariicnlar claims
in the wnusual sitwation where the Lodestar ‘.mmimd' of assessing fees was
unworkable. 115 F, Supp.2d 1185, 1188 (C.D. Cal. 2000), aff"d, 292 ¥.3d 1139

- (0th Cir, 2002). In any event, the District Court here plainly attributed the entire

damages award to Smith’s deliberate and willful tradémark infringement,
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according fo thc Lanham Act. ‘ER 688. For the same rcason, there is no basis in
‘the record for Smifh ‘s argument that the Diguiat Court awarded damages to EMI
hazed on its unfair competiton claim. Br. 34.

In addition, this Court made no determination that Smith’s use of
ENTREPRENEUR ILLUSTRATED I any nranner other than on his publication
was fair. Thus, no apportionment based on fair use was necessary. Once again,
Smith’s assertion that this Court’s ruling on summary judgment “is literally a
holding that such use is fa;ir and does not infringe EMI’s mark™ is incorrect. Br.
14. Instead, the District Court was charged with weighing all of the evidence at

trial o determine whiether Smith comruitied trademark infringement.

Ungontroverted Accounting,

To arrive at the amount of Smith’s profits to which EMI was entitled, -
EMI needed to prove only Smith’s gross sales, and Smith had the burden of
- proving any deductions for costs. See 15 UUS.C. § 1117(a). EMI, nevertheless,
also presented evidence of Smith’s costs. SER. 15()-54, szth appears to take
issue with the District Court’s acceptance of EMI’s evidence of Srmith's caosts,
claiming EMI was entitled to put on evidence only of Smith’s sales. Br. 35. Of
" gourse, without EMI’s evidence of costs, the amount of damages would increase,

not decrease.
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Smith points to 167 pages of ﬁmmcml statements and check repisters
anud argues these documents were not considered and should have been. Br. 36.
The only reason these e:;hibita were admitted into evidence is that EMI’s damages
cxpert relied on them and immpmatad‘ deductible cost information from them into
Tis expert analysis, SER 150.
Smith offered no damages expert testirony of his own. At trial, be
~ fajled 10 id#ntify an amount of costs that should be dadndtadﬁ'am the sales figure
in order to arrive at a gross revenue figure and offered no evidence whatsoever to
contradict the te#ﬁmcmy of EMI’s damages expert, Mr. Knudsen, that Smith’s
profits-—that is, revenues minus expenses—amounted to $544,998, plus interest of ~
$124,658. Apparenily, sxacily as he did on summary judgment, Smith was hoping
the rial conrt would perform an audit of his financial records. The Bistrict Court
appropriately did not “mine an 86 page ledger to identify the appropriate costs 1o
be deducted from the gross revenue figure,” after previously finding the “[fledersl
statute clearly requires defendants to do this.” ER 426.
Nevertheless, by accepting Mr. Knudsen’s testimony, the District
Court took into consideration, as Mr. Knudsen did, the documents setting forth
 Smith's offsetting costs. This was not clear error. To the extent the District Court
- should not have taken into account the costs a3 expressed by EMI, then t‘he

damages award figure would necessarily have to be mgher, because these costs
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were deducted from the gross sales figure to artive ata damages amount (SER

150), and Smith provided no altemative cvidaﬁﬁe ot theory of coste.

c.  The ”Distﬁct Court’s Damages Award Was Not Punitive.
Smith argues the damages award Was punitive because EMI's cost of
corrective advertising was only $39,000, Smith’s profits were modest, and the
award was twice the smount awarded at summary judgment. Br. 36-37, N‘clmc'.of‘
these arguments renders the award punitive.
First, EMI’s cost of corrective advertising—which it did not even seek
10 Tecover at trial—is not a cap on damages under the Lanham Act. 15 U.8,C. §

- 1117(a) (entitling owner of inﬁ*inge?lmdﬁmark to recover infringer’s profits as
u{cli as any darnages the owner suffered). Second, Smith"s argument that hig
budget was modest and his profit small is not based on any evidence at trial, Smith
did not contradict Mr Koudsen's calculations of his profits, which calculation took

| into account all of Smith’s purported evidence of déducﬁble expenses. In fact,
Smith’s claims of a “modest budget” and “modest” profits were contradicted by
Smith’s own tes:timany attrial estimating that his revenues for just the first six.
months of 2000 were between $500,000 and $750,000. SER 101, Finally, tho fact
that the damages award at trial was twice the amount awarded at summary

* Jjudgment is due io new sales information produced by Smith during tral, Smith’s
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' continved infiingement between the summary judgment ruling and the time of

trial, and intevest that accumulated on the unpaid damages amount. SER 150-55.

This Court's prior decisiop did not set an upper lirnit on the damages
that could be awarded after irial. Smith cites in support of his position Herrington

v, County of Sonoma, 12 F.3d 901 (th Cir. 1993), n which this Court rejected a

damages award as excessive. Br. 39. Here, rather than rejecting the District
Court’s original damages award as excessive, this Court reversed the award based
on its finding that trademark infringement had not been established as a matier of
law and specificelly contemplated that “[i}f appropriate, the district court may

consider this issue anew after a trial on the merits.™ eneyr, 279 F.3d at

1153. A trial on the merits resulted in a finding that Smith commitied debiberate
and willful rademark nfringement. Accordingly, a reconsideration of the

damoages issue anew was appropriate. The damages awatd by the District Court

should not be disturbed.

Smith seeks to challenge the District Court’s award of attorneys® fees

and costs, despite his failure to oppose EMI's motion for attorneys’ fees and costs
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below, By failing to oppose EMI’s motion or to Taise any srgument against the
award of attorneys” fees or costs, Smith wai\,;ed his right to challenge the award.
Sec Wal k‘.i’l‘ v, State of Cal., 200 F.3d 624, 626 (9th Cir. 1999} (holding failure
timely to object in trial court to award of costs waives right to challenge award on
extile Workers Unmn ¥, WalvMart

appeal); ses also Amalgamated §
Stores. Inc., 34 F. d 69, 73 (24 Cir. 19‘95} (holding all m'gﬂmams agams:t &wmﬂ of

attorneys’ fees not presented to the district court are waived, absent showing of
manifest injustice or extraordinary need).’

Even if Smith’s arguments were considered, they are meritless. The
Lanham Act specifically provides for the recovery of attorneys’ fees in exoeptional
cases. 15U.S.C.§ 11 17(b); see plso Playboy, 692 F 2d at 12?6, {(holding mtorneys’
fees are available in mfringement cases whers acts of mﬁmgmmt ¢an be
characierized as malicious, frandulent, deliberatc, or willful). The District Court
found Smith’s infringement was intentional and the case therefore exceptional, ER
658-85. The District Court’s decision must be upheld absent an abuse of

diseretion. See Rolex, 179 F.3d at 711; Dise Golf Ass'n, 158 E.3d at 1009.

While the Ninth Circuit has heid that failure to makeé a timely objection in

. the trial court 1o an award of costs waives the right to challenge the award on
appeal, its decision has not besn expressly applied to a failure to object to an
award of attorneys® fees. See Walker, 200 F.3d at 626. Other circuits have
held as much in the context of fees. See, £.8., Amalgamated, 54 P.3d at 73.
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Smith argucs this 15 not an cﬁéceptimal case bocause it does not
involve counterfeiting a strong mark. Br: -39-40. But the case does involve wiltfal
and intentiopal infringement. ER 687 -89f This Court has upheld attorneys’ fees
awards i many cases not involving muﬁisrfaiting where intentional infringement -
is found. See, e.g., Horphag R
Cir. 2003); Rio Prop., Inc. v, Rie Int’l Tnterlink, 284 F.3d 1007, 1023 (9th Cir.
2002); Grasie v. Gracie, 217 F.3d 1060, 106869 (5th Cir. 2000).

ini, 337 F.3d 1036, 1042 (9th

Sruith next argues he did not commit willful infringement because he
acted in good faith. Br. 40. The Distric:tl Coutf found, however, that Smith’s
testimany contradicting the many witnesses who testified he actively misled them
was, “in that, and many other respeets, . . . not eredible.” ER 683. The District
Court specifically found that Smith did, in fact, commit willful infringement. ER
6588, _

Smith argues the amount df attorneys’ fees should be reduced
because, from complaint to summary judément, EMI was not entitled to attorneys’
fees, and, from suxmmary judgment to Smith’s first-appeal, EMI was not &w#rdnd ’
attomeys’ fees. Br. 40. This Cowt’s miing, however, was not a final judgment
that EMI was not entitled to attorneys’ fecs, ﬁm District Court was free to weigh

" the facts and determine that a likelihood of confusion existed and that the case was
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exceptional enough for an award of atmﬁcys’ fecs. Smith's arpument, once again,
mischaracterizes this Court’s prior ruling. |
Sonith next argaes the Distriet Court erred in faifing to make specific

" findings as to the reasonable vate and hou_:rs that went into the atloreys’ fees and

coste calowlations. Br. 40-41. EMI’s motion for mﬂmgyS’ fees, which Smith did

1ot oppose, set forth thei'amé and hours éxpcﬁded in the case and provided support

for its costs application. ER 595-605; SER 524-29. The District Court reviewed

EMI’s umopposed motion and g,ramed it -finding the request for fees reasonable

based upon the Kerr factors. ER 647-48; Kerr v, Screen Fxtras Guild, Ing,, 526

¥ .24 67, 69-70 (9th Cir. 1975). Smith cannot argue for the first time on appeal that
the amount of fees and costs js unreasonable. See M; 200 B.3d at 626;
Amalgamated, 54 F.3d at 73. - |

Finally, Smith argues this Court's prior ruling was “a clear success for
_Smith” and that such success should bmfe ”beé.n considerad in fashioning the
attorneys’ fees award. Br. 41. Here agam, Smith misconstrues this Court's ruling,
which evaluated the case as.a matter of iaw, leaving the District Court fo weigh the
evidence as a matter of fact. At tral, ﬂ{eﬁisn‘ict: Court found entirely for EMIL
Smith did not achieve any measure of m.iéms& for the District Court to take into

- account in awarding fees.
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IX. CONCLUSION |
When this Court considered the evidence in the light most favorable
to Smith, it held that a reasonable juror could find no likelibood of confusion, but
that the question was for the irier of fact to determine. The evidence pres@ted at
trial clearly demonstrates that, in fact, a likelihood of confision exists between
" Smith’s marks and EMI’s maxk The District Court’s ruling on the substantial
evidence after irial was spaciﬁ{;aﬂy nmwmplmd by this Court’s decision on
summary judgment and was supported by the District Court’s factual and
credibility findings. The decision was not clearly erroneous and should not be
disturbed. EMI thersfore respectfully requests thai this Court afﬁrm-mdge
Cooper’s decision in its entirety.
DATED: Jaruary 21, 2004 Respectfiitly submitted,
LATHAM & WATXINS LLP
By AspiAeleAri—
Michele D. Johmseh

Attorneys for Plaintiff-Appellee
Entrepreneur Medig, Inc.

62



p1/28/2PR4 15:48 9164531103 ENTREPREMNELRFR PAGE 17
01/28/04 15:07 FAX §16 444 8334 MCDONOUCHE , HOLLAND&ALLEN dovd

#

PURSUANT TO FED.-:;R. APP. P, 32(a)(THC) -
and CI“RCUI';T RULE 32-1
(239&140.50456559
Iemwﬁf?iluu5;an1num1tboiFef&ﬂalItuletyfikpgﬁﬂiau:}?nuceduxm
32(a)(7)C) and Ninth Circuit Rule 32-1, thf: attached Appellee’s Opposition Brief
of Entreprencur Media, Inc. is pmportionéteﬂy spaced, has a typeface of 14 points,
and contains 13,735 words.
'DATED: January 21, 2004 LATHAM & WATXINS LLP
By Al lp A —
‘Michele 2. Johnsoh-

Attorneys for Plaintiff-Appellee.
‘Entrepreneur Media, Inc.




Al/28/28A4 15:48 9164531183 ENTREFREMELIRFR FAGE 18
_ P1/28/04 _15:67 FAX 816 444 8334 MCRONOUGH , HOLLANDEALLEN @075

Pursuant to Ninth Circuit Rule 18.2.6, Appellee Entreprenenr Media,
Inc. states that it dees not know of any rel‘;.ued case other than thai identified by

Appellant Scott Smith.
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I, Jana Roach, say: -: |

1. Thatlam over eighw%n (18) years of age,  resident of the
County of Orange, State of California, mt & paﬁy in the within action, and that my
business address is 650 Town Center ﬂri’;re, Suite 2000, Costa Mesa, California
92626;

2. ThatImailed an arigi;m] and 15 copies of APPELLEE’S
BRIEF via Federal Exprees, fo the Umte:d States Court of Appeals for the Ninth
Circuit; and

3. Thatl served 2 copies of APPELLEE'S BRIEF and |
EXCERPTS OF RECORD (3 VQLW} on counsel for Scott Smith by mailing
them via Federal Expmss; tor S

Glerm W. Peterson, Esq. -

Daniel N, Ballard, Bsq.

McDonough Holland & Allen PC

555 Capitol Mail, 9th Floor
Sacramento, CA 95814

¥ an famitiar with the Qﬁcc practice of Latham & Watkins LLP for
collecting and proccssmg documents fm- averm ight mail delivery by other express
SETVice Garriers. Under that practice, doqumcnts are degosited with the Latham &
- Watking LLP personnel responsibie for ciepositing documents it 2 post office,

mailbox, subpost office, substation, mﬂilictmte, or other fike facility regulatly
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maintained for receipt of overnight mnail hy Federal Express; such documents are

delivered for overmnight mail delivery by ﬁ#dmal Express on that same day_ in the

ordinary course of business, with dcliver:,f fees thereon fully prepaid and/or

provided for. 1 deposited in Latham & Watkins LLP’s interofice mail two sealed

envelopes or packages mmairﬁng the above-deseribed documents and addressed as
set forth above in accordance with the office practice of Lathum & Watkins LLF

for ¢collecting and processing documents for overnight mail delivery by Federal

‘Bxprcm on January 21, 2004,

or permitted to practice hefore, this Cour'i at whose direction the service was madc
and declare under penalty of perjury that the foregoing is true and correct.

Executed on January 21, 20:()4, at Costa Mess, Califomia,

Roach

T
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