[bookmark: _GoBack]ANNOTATIONS AND COMMENTS
The statutory basis for a federal likelihood-of-dilution claim is Section 43 of the Lanham Act, 15 U.S.C. § 1125 (2006), which provides that:
Subject to the principles of equity, the owner of a famous mark that is distinctive… shall be entitled to an injunction against another person who, at any time after the owner’s mark has become famous, commences use of a mark or trade name in commerce that is likely to cause dilution by blurring or dilution by tarnishment of the famous mark, regardless of the presence or absence of actual or likely confusion, of competition, or of actual economic injury.
The Eleventh Circuit has not yet issued any precedential opinions interpreting this statute.
Trademark Fame
On the threshold issue of trademark fame, the legislative history of the bill that enacted the current version of 15 U.S.C. § 1125 in 2006 explains that “the legislation expands the threshold of ‘fame’ and thereby denies protection for marks that are famous only in ‘niche’ markets.” H.R. Rep. No. 109-23, at 8 (2005). Similarly, one of the legislation’s sponsors noted of it that:
The goal must be to protect only the most famous trademarks from subsequent uses that blur the distinctiveness of the mark or tarnish or disparage it… Dilution should once again be used sparingly as an “extraordinary” remedy, one that requires a significant showing of fame.
This bill narrows the application of dilution by tightening the definition of what is necessary to be considered a famous mark. The bill eliminates fame for a niche market and list factors necessary for a dilution by blurring claim. With these changes, it is our hope that the dilution remedy will be used in the rare circumstance and not as an alternative remedy.
Id. at 25. Consequently, for purposes of a federal likelihood-of-dilution claim, a claimed trademark is famous only if it “is widely recognized by the general consuming public of the United States as a designation of source of the goods or services of the mark’s owner.” 15 U.S.C. § 1125(A) (2006)); see generally Maker’s Mark Distillery, Inc. v. Diageo N. Am., Inc., 703 F. Supp. 2d 671, 697-78 (W.D. Ky. 2010), aff’d, No. 19-5508, 2012 WL 1605755 (6th Cir. May 9, 2012).
Liability for likely dilution
The likelihood-of-dilution standard for liability codified in 15 U.S.C. § 1125 represents the legislative abrogation of Moseley v. V Secret Catalogue, Inc., 537 U.S. 418, 123 S. Ct. 1115, 1117, 155 L. Ed. 2d 1 (2003), in which the Court held that a predecessor statute required a showing of actual dilution.
Consistent with the express language of 15 U.S.C. § 1125, neither direct competition between the parties nor a likelihood of confusion between their marks is necessary for a finding of likely dilution. See, e.g., Nike Inc. v. Nikepal Int’l Inc., 84 U.S.P.Q.2d 1820 (E.D. Cal. 2007) (finding liability for likely dilution in absence of competition between parties or likely confusion between their marks); cf. Cmty. Fed. Sav. & Loan Ass’n v. Orondorff, 678 F.2d 1034 (11th Cir. 1982) (reversing finding of nonliability under Florida dilution statute based on absence of likely confusion between parties’ marks).
Monetary Relief
The statutory basis for monetary relief is Section 35 of the Lanham Act, 15 U.S.C. § 1117, which provides that:
When… a willful violation of [15 U.S.C. § 1125]… shall have been established in any civil action arising under this Act, the plaintiff shall be entitled, subject to the provisions of [15 U.S.C. §§ 1111, 1114], and subject to the principles of equity, to recover  defendant’s profits,  any damages sustained by the plaintiff, and  the costs of the action. The court shall assess such profits and damages or cause the same to be assessed under its direction. In assessing profits the plaintiff shall be required to prove defendant’s sales only; defendant must prove all elements of cost or deduction claimed. In assessing damages the court may enter judgment, according to the circumstances of the case, for any sum above the amount found as actual damages, not exceeding three times such amount. If the court shall find that the amount of the recovery based on profits is either inadequate or excessive the court may in its discretion enter judgment for such sum as the court shall find to be just, according to the circumstances of the case. Such sum in either of the above circumstances shall constitute compensation and not a penalty.
There are no apparent Eleventh Circuit opinions interpreting or applying this statute in an action for likely dilution.
Award of the Plaintiff’s actual damages
To be entitled to the legal remedy of an award of actual damages, the Plaintiff must demonstrate that it suffered actual monetary losses. Babbit Elecs., Inc. v. DynaScan Corp., 38 F.3d 1161, 1182 (11th Cir. 1994). (“[T]he Plaintiff must prove both lost sales and that the loss was caused by the Defendant’s actions.”). Actual damages are not “speculative” if they are supported by a preponderance of the evidence. See, e.g., Ramada Inns, Inc. v. Gadsden Motel Co., 804 F.2d 1562, 1565 (11th Cir. 1986) (affirming award of actual damages supported by unrebutted expert testimony).
It is “inappropriate” under Eleventh Circuit authority to award a trademark holder the “profit [it] would have made on sales to the defendant.” St. Charles Mfg. Co. v. Mercer, 737 F.2d 891, 893 (11th Cir. 1983) (“While Plaintiffs in Lanham Act cases often receive profits from lost sales, these sales are sales made by Defendants to purchasers who sought to buy plaintiffs’ products and instead received defendants’.”) Nonetheless, franchise fees and lost royalties during the infringement period are recoverable. See Ramada Inns, 804 F.2d at 1565. An award of actual damages also may be based on findings that the defendant’s infringement has diverted sales from the plaintiff or that the poor quality of the defendant’s goods has harmed the plaintiff’s business reputation. See Boston Prof’l Hockey Ass’n v. Dallas Cap Mfg., 597 F.2d 71, 75 (5th Cir. 1979).
The Eleventh Circuit will not allow liquidated damages in addition to actual damages if it represents a “double recovery.” Ramada Inns, 804 F.2d at 1566. Under appropriate circumstances, however, the Eleventh Circuit will allow for both trademark and liquidated damages in the same case. Id. at 1566. (liquidated damages and actual damages upheld even though they were “calculated in almost the same manner” because each damage calculation was meant to “compensate for separate wrongs.”) Likewise, in a franchise “hold over” case, infringement damages as well as expenditures necessary to establish a new franchisee are recoverable. Id.
Accounting of the Defendant’s profits
A split exists outside of the Eleventh Circuit on the issue of whether the equitable remedy of an accounting of a defendant’s profits is a matter properly delegated to a jury or, alternatively, whether it is within the province of the court. In Dairy Queen, Inc. v. Wood, 369 U.S. 469, 82 S. Ct. 894, 8 L. Ed. 2d 44 (1962), the Supreme Court held that a former franchisee from which a disgorgement of profits was sought was entitled to a jury trial. Based on this outcome, some courts have concluded that a plaintiff’s prayer for an accounting creates a right to a jury trial because “[t]his type of remedy is fundamentally compensatory and legal in nature.” Alcan Int’l Ltd. v. S.A. Day Mfg. Co., 48 U.S.P.Q.2d 1151, 1154 (W.D.N.Y. 1998); see also Ideal World Mktg., Inc. v. Duracell, Inc., 997 F. Supp. 334, 337-39 (E.D.N.Y. 1998); Oxford Indus. v. Hartmarx Corp., 15 U.S.P.Q.2d 1648, 1653 (N.D. Ill. 1990). Others, however, have denied requests for jury trials on the ground that “the Dairy Queen Court based its decision on the fact that the predominant claim was for breach of contract and not for equitable relief.” G.A. Modefine S.A. v. Burlington Coat Factory Warehouse Corp., 888 F. Supp. 44, 46 (S.D.N.Y. 1995); see also Am. Cyanamid Co. v. Sterling Drug, Inc., 649 F. Supp. 784, 789 (D.N.J. 1986). In the absence of controlling circuit authority, this instruction does not purport to resolve that issue; rather, it is intended to provide guidance to the extent that the accounting remedy is referred to a jury.
In an accounting under 15 U.S.C. § 1117 (2006), “[a] plaintiff need not demonstrate actual damage to obtain an accounting of the infringer’s profits under section 35 of the Lanham Act.” It is enough that the Plaintiff proves the infringer’s sales. The burden then shifts to the Defendant, which must prove its expenses and other deductions from gross sales.” Wesco Mfg., Inc. v. Tropical Attractions of Palm Beach, Inc., 833 F.2d 1484, 1487-88 (11th Cir. 1987) (citations omitted).
An award of profits based on unjust enrichment or deterrence does not require a “higher showing of culpability on the part of the defendant.” Burger King Corp. v. Mason, 855 F.2d 779, 781 (11th Cir. 1988); see also Optimum Techs., Inc. v. Home Depot U.S.A., Inc., 217 Fed App’x 899 (11th Cir. 2007) (holding that willful and deliberate infringement, unjust enrichment and deterrence are appropriate circumstances for an accounting of profits, as well as setting forth definitions of willful infringement and unjust enrichment). Likewise, “the law of this Circuit is well settled that a plaintiff need not demonstrate actual damage to obtain an award reflecting an infringer’s profits under Section 35 of the Lanham Act.” Burger King Corp. v. C.R. Weaver, 169 F.3d 1310, 1321 (11th Cir. 1999)); see also id. (accounting of defendant’s profits may be appropriate even in absence of direct competition between the parties. Babbit Elecs., Inc. v. DynaScan Corp., 38 F.3d 1161, 1182 (11th Cir. 1994).
Punitive Damages
Section 35 of the Lanham Act does not authorize awards of punitive damages, and, indeed, it provides that any monetary relief made under it be compensation and not a penalty. 15 U.S.C. § 1117 (2006). Nevertheless, the Lanham Act does not preempt awards of punitive damages under state law. See generally 5 J. Thomas McCarthy, McCarthy on Trademarks and Unfair Competition, § 30:96 (4th ed.) (citing state law cases).
