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Before JOLLY, SM TH, and BARKSDALE, Ci rcuit Judges.
RHESA HAVKI NS BARKSDALE, Circuit Judge:

In this appeal by Rolex Watch US A, 1Inc., from the
injunction it obtained in its trademark infringenent action, the
primary issue is whether Rolex is entitled to recover profits and
attorney’s fees from Robert Meece, doing business as Anerican
Whol esal e Jewelry. We AFFIRMin part, VACATE in part, and REMAND

for further proceedings.



Because many of the facts are undisputed, the following is
drawn largely from stipulated facts and the district court’s
fi ndi ngs.

Rol ex Watch U . S. A, Inc., is the exclusive distributor in the

United States of watches and products sold under the registered

trademar ks of Rol ex, which include “Rol ex”, “Oyster”, “President”,
“Crown Device”, “Datejust”, “QGMJI-Master”, “Day-Date”, “Oyster
Perpetual ”, and “Submariner”. The “Crown Device” is a crown,

consisting of five prongs, with a ball at the top of each, and an
oval underneath, depicting the base of the crown. The Rol ex
trademarks are wused in connection with watches and/or watch
bracel ets and rel ated products. As of the trial in early 1997, and
with the exception of the registration for “Submariner” (registered
inJuly 1993), all of these marks had becone i ncont est abl e pur suant
to 15 U S.C. 8§ 1065 (generally, registrant’s right to use
registered mark becones incontestable after mark has been in
continuous use for five consecutive years subsequent to date of
registration).

Rol ex advertises its watches extensively 1in nationa
magazi nes, and the wat ches are sold by authori zed deal ers, known as
official Rolex jewelers. Rolex watches are known by the purchasi ng
public as being of high quality, and Rol ex consuners are generally
considered to be sophisticated. In addition, there is a

substanti al market for used Rol ex wat ches.



A Rol ex wat ch consists of the watch novenent; the case (which
hol ds the novenent) and wi ndi ng nmechani sm the bezel (a ring which
is pressure-fitted over the crystal to seal it to the watch case,
and which serves a water-proofing function); the dial; and the
bracelet (also referred to as the band), including the clasp which,
when opened, expands the bracelet so that it wll fit over the
wearer’s hand. The watches, which are available in a nunber of
styles, are nmade of stainless steel, stainless steel and gold, and
gold. They are also available with dianond dials and/or dianond
bezel s.

New Rol ex wat ches have a Rol ex tag and a green factory sticker
on the back of the watch case. For genuine Rolex bracelets, the
cl asps bear the Rolex “Crown Device” trademark on the exterior of
the clasp; the “Rolex” trademark, on the interior. The w ndi ng
mechani smbears the “Crown Device”, which al so appears on the dial,
along with the “Rolex” trademark and other trademarks, such as
“Oyster Perpetual Datejust”. The “Rolex” trademark i s al so stanped
on the back of the bezels; therefore, that mark is not visible
unl ess the bezel is renoved.

Aut hori zed Rol ex dealers provide Rolex warranties with the
sale of new Rolex products, and al so provide services under the
warranty. The warranty distributed with Rol ex watches runs for one
year from the date of purchase from an authorized Rol ex dealer.
Modi fication of Rolex watches by the addition or substitution of
parts not provided or authorized by Rol ex voids the Rol ex warranty.
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And, it is the policy of Rolex not to service its watches which
have been nodified with non-Rol ex parts.

Meece, doi ng busi ness as Anerican Wol esal e Jewel ry, has been
in business since 1979, with average gross annual sales of $4.2
mllion. He sells parts designed for Rolex and other brands of
wat ches, and al so sells new Rol ex watches, to which he adds non-
genui ne parts, such as di anond bezels. Meece warrants his products
for one year, and will repair any products returned to himwthin
a year.

Meece is not affiliated with Rolex, and his activities are not
sanctioned or authorized by Rol ex. Hi s advertising is directed
exclusively totheretail jewelry store trade, and he sells only to
j ewel ers.

Meece’ s advertising brochures indicate that his replacenent
parts are not genuine Rolex parts; that he is not affiliated with
Rol ex; and that the addition of non-Rolex parts will void the Rol ex
warranty. However, he stipulated that the parts he sells do not
bear any markings indicating that he is the source; and that he has
not di sclosed on invoices or tags either that his non-Rolex parts
are not authorized by Rolex or that their addition voids the Rol ex
warranty.

As indicated, Meece deals with jewelers, not with the public.
| ndeed, he testified that he makes it a point to “hide fromthe

public” and “avoid[s] them like the plague”. In a typical



transaction, an ultimte consuner requests products or services
fromaretail jeweler, who in turn places an order with Meece. The
jewel er receives the product from Meece and delivers it to the
ultimate consuner.

But, Meece stipulated that he does not control how his non-
Rol ex parts or watches containing non-Rolex parts are sold to
ultimate consuners; and that he has no way of know ng, when a
j ewel er places an order, whether there is an actual consuner. The
district court found that subsequent potential purchasers of
“reconstructed” watches, discussed infra, may not have the benefit
of dealing with ajeweler or view ng Meece’s adverti sing brochures.

Rol ex first becane aware of the sale of replacenent parts by
Meece in the early 1980s. It protested Meece’s use of Rolex
trademarks in his advertising, and demanded t hat he disclose in his
advertising materials, as well as on tags and invoices, that his
parts were not manufactured by Rolex and that their addition to
Rol ex wat ches voi ded the Rol ex warranty. Meece responded that his
“invoices [were] explicit, and buyers [were] rem nded that altering
the manufacturer’s product, or wuse of wunauthorized parts or
accessories void[ed] the manufacturer’s warranty”. Addi ti onal
correspondence between Rol ex and Meece from Decenber 1990 t hrough
March 1994 reveal s further protests by Rol ex and further assurances

by Meece.



In 1994, Meece began distributing advertising which
prom nently pictured Rolex watches, and in which he offered to
convert a used stainless steel Rolex watch into a new gold watch,
usi ng non-genui ne parts. In these advertising materials, Mece
used Rol ex trademarks to identify non-genuine parts, and pictured
an imtation crown design on non-genuine bracelets, in the sane
| ocation as the Rolex “Crown Device” appears on genuine Rolex
bracel et s.

In response to this advertising, a Rolex investigator
furnished a used stainless steel Rolex watch to a retail jeweler,

who in turn asked Meece to convert that used watch to a Rolex 18

karat gold “Submariner”. Meece returned the altered watch to the
jeweler with an invoice for $5,520. Rol ex di scovered that the
wat ch no | onger contained the original novenent; instead, a nuch

ol der novenent, in need of repair, had been substituted.

On a second occasion, the jeweler ordered for Rolex’s
i nvestigator one of Meece' s 18 karat gold “Submari ner” watches, as
shown in Meece' s advertisenent, but w thout providing a watch for
conver si on. In response to that order, the jewel er received an 18
karat gold “Submariner” watch with a used genui ne Rol ex novenent,
a non-genuine bracelet, bezel, and case, and a genuine, but
refinished, Rolex dial. The watch arrived in a genuine Rolex

| eat her box bearing Rol ex trademarKks.



Moreover, shortly before trial in early 1997, Rolex’s
i nvesti gat or purchased a new Rol ex wat ch from Meece, which had been
“enhanced” with the addition of non-genuine parts (dianond bezel
and dianond dial). The watch had the green Rolex factory sticker
on the back of the case; and it included a Rolex tag, a Rolex
warranty (in a foreign Ilanguage), and Rolex instructional
materials, which Meece admtted he had copied and surrounded with
a border of Rolex “Crown Device” designs.

Nei t her the watch, nor the acconpanying literature, contained
any markings to indicate the presence or source of non-genuine
parts or any disclosures that Rolex would not warrant or service
the watch. Wen confronted at trial with the watch, Meece
testified initially that he was unaware of Rolex watches being
shi pped in such a manner; but |ater, he acknow edged that he was

sending his products with the copied instruction sheet to
everyone” and shi pped such enhanced new wat ches “with everything it
cane with”, including warranties, tags, and boxes.

Meece stipulated that the quality of his non-genui ne Rol ex
replacenent parts is not as good as genuine Rolex parts; that he
has had quality problens when bracelets have fallen apart in two
instances; that his bracelets are not the sanme wei ght as genuine
Rol ex bracel ets; and that some of the di anonds he has used were of

“poor quality”. Mreover, he testified that he does not pressure-

test watches after installing his non-genuine bezels.



At trial, in their briefs, and at oral argunent, the parties
have not been consistent in describing the types of Meece products
at issue, which has caused considerable difficulty. Likewise, in

its opinion, the district court referred to Meece’'s products as

“i ndi vi dual repl acenent parts” and, i nt er changeabl y, as
“reconstructed watches”, “converted watches”, and “nodi fied Rol ex
wat ches”. For purposes of clarity, we will refer to the products

as follows:

1. Parts. The parts at issue are non-genui ne parts (bezels,
bracel ets, buckles, clasps, and cases) designed solely for use on
genui ne Rol ex watches, which Meece sold separately from conpl ete
wat ches. Al though the bracelets are stanped “Made in Italy”, none
of the parts were marked to indicate their source was Meece or
Aneri can Wol esal e Jewel ry.

2. Enhanced New Wat ches. This category consists of new,
genui ne Rol ex wat ches, whi ch Meece purchased and t hen “enhanced” by
substituting non-genuine parts, such as dianond bezels and/or
bracelets. It also includes new, genuine Rol ex wat ches from which
Meece renoved the dials, drilled holes in them added di anonds,
refinished the dials, and then re-installed them on the watches.

Rolex clainms that it first |earned of such activities during
di scovery, when Meece produced invoices reflecting over $1.8
mllion in sales of new Rol ex watches which had been enhanced to

imtate nore expensive Rol ex wat ches by the substitution of | esser-



quality, non-genuine parts. In its appellate brief, Rolex refers
to this category as “reconstructed” watches, and asserts that the
district court’s injunction prohibits Meece fromselling them At
oral argunent, Rolex referred to this category of watches as “brand
new’ genui ne Rol ex watches “enhanced” by Meece w th non-genui ne
parts, and continued to nmaintain that the sale of such watches is
enj oi ned.

The district court’s findings of fact and concl usi ons of | aw
do not expressly address this discrete category of watches.
| nstead, as discussed infra, the court appears to have used the
term“reconstructed” to refer to both old and new Rol ex wat ches to
whi ch Meece added or substituted non-genui ne parts.

In his appellate brief, Meece nmaintains that the injunction
does not prohibit the sale of new Rol ex wat ches enhanced wi th non-
genui ne parts. According to Meece, enhancenent of new wat ches does
not constitute conversion of watches, and he does not “reconstruct”
a watch when he adds repl acenent parts. At oral argunent, Meece
repeated his assertion that a “reconstructed” watch, within the
meaning of the injunction, is the same as a “converted” watch
di scussed below. As explained infra, we interpret the injunction
as prohibiting, inter alia, the sale of enhanced new wat ches.

3. Converted Used Wat ches. This category includes used Rol ex
wat ches which Meece “converted” by recasing genuine old Rolex

nmovenents in non-genui ne Rol ex cases and substituting other non-



genui ne parts. The district court found that Meece had abandoned
the practice of perform ng conpl ete conversion services.

As noted, Meece asserted at oral argunent that there is no
di fference between “converted” and “reconstructed” watches, and
that this is the only category of watches to which the district
court’s injunction applies. As also noted, the district court
appears to use the term “reconstructed” to refer to both old and
new watches to which Meece has added parts, and the term
“converted” to refer to Meece's practice of taking a stainless

st eel Rol ex wat ch and addi ng non-genui ne gol d repl acenent parts “to
produce a reconstructed watch that sinulates a Rolex Submariner or
ot her watch”.

4. Non- Genui ne Bracelets with Genui ne Rol ex C asps. Thi s
cat egory consi sts of non-genui ne bracel ets on which Meece install ed
the custonmer’s original, genuine Rolex clasp, bearing Rolex
t rademar ks. This activity was enjoined by the district court;
Meece clains that he no | onger engages in it.

The Meece products having been defined, we can turn to the
i ssues presented in district court. In its conplaint, Rolex
clainmed, inter alia, that Meece's activities constituted trademark
infringement and trademark counterfeiting, in violation of 15
US C 8 1114(1); false designation of origin, fal se descriptions,

and fal se representations, inviolation of 15 U S. C. § 1125(a); and

unfair conpetition and dilution under Texas |law. Meece countered

- 10 -



with affirmative def enses of | aches, acqui escence, and estoppel, as
wel | as counterclains prem sed on state | aw

Followng a hearing on Rolex’s notion for a prelimnary
injunction, the district court, in August 1995, enjoi ned Meece and
Areri can Whol esal e Jewel ry fromperform ng any servi ces whi ch woul d
i nvolve injecting into comerce a watch bearing a Rol ex mark whi ch
is reconstructed with generic replacenent parts and whi ch sinul ates
a Rol ex watch. The court denied such relief with respect to
Meece’s sale of individual replacenent parts and with respect to
Rolex’s claim of likely confusion resulting from the sale of
wat ches that resenbled a genuine Rolex watch —they had the nane
“CGeneve” on the dial and an enblem resenbling a crown on the
bracel et . The prelimnary injunction noted that Meece had
converted only six used Rol ex watches, two of which had been sold
to Rolex’s investigator, and that Meece was no | onger adverti sing
such conversi on servi ces.

A two-day bench trial was held in February 1997. Rol ex sought
an injunction (1) prohibiting Meece’s sal e of enhanced new wat ches;
(2) requiring Meece to identify the source of his replacenent parts
by engraving the bracelet clasp, by placing disclosures on tags,
| abel s, and invoices acconpanying non-genuine parts, and by
clarifying the disclainmer in his pronotional materials; and (3)
requiring Meece to obtain statenents from his jeweler custoners
that the jewelers’ custoners had been advised of the non-genuine
nature of the replacenent parts. Rol ex requested profits and
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attorney’s fees with respect to the enhanced new and converted used
Rol ex watches and the non-genuine bracelets wth genuine Rolex
cl asps.

I n August 1997, the district court entered findings of fact
and conclusions of |aw and issued a final judgnent and permanent
injunction. It rejected Meece’s clains of |aches, acqui escence, or
estoppel; and held that Rolex had established a “substanti al
I'i kel i hood of confusion” regardi ng Meece’s sale of “reconstructed”’
wat ches:

The reconstructed Submariner watch bears
a high degree of simlarity to a conpletely
genuine Rolex watch and a prospective
purchaser of the watch would |ikely confuse
the reconstructed watch with a genui ne Rol ex.
Ameri can Whol esal e’ s nane does not appear on
the generic parts. Also, the interna
markings on the parts, such as “made in
Italy”, would not dispel the Ilikelihood of
confusion on a conpletely reconstructed wat ch.

From the perspective of secondary
purchasers, a watch reconstructed with generic
parts from Aneri can Wol esal e, beari ng a Rol ex
t rademar Kk, woul d Create a substanti al
i kelihood of confusion.... Rol ex faces a
substantial threat of harm in the face of
sal es of such reconstructed watches by Meece.

Accordi ngly, Meece was enjoi ned from

performng any services which would involve
injecting into commerce a watch bearing a
Rol ex mark which is reconstructed with generic
repl acenent parts and which sinulates a Rol ex
Subrmari ner or other Rolex watch. For exanpl e,
[ Meece] is enjoined from receiving, or using
from stock, stainless steel or other Rolex
wat ches or novenents and reconstructing them
Wth generic parts into watches sinulating a
Submari ner or other Rol ex watch.
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In addition, the district court found that, although Meece’'s
non-genui ne bracelets were marked “Made in Italy” and “[a]
sophi sticated Rolex consuner would |likely be aware that the band
was not a genuine Rolex band”, “the I|ikelihood of confusion for
secondary purchasers increases by using the original [genuine]
clasp on the replacenent band”. Therefore, it enjoined Meece from
“selling replacenent bands to custoners with the consuners’
original clasps bearing the Rolex mark substituted onto the
replacenent band”. And, the court enjoined Meece from
“acconpanyi ng nodi fi ed Rolex watches with copies of instructions
bearing the Rol ex mark”.

On the other hand, the court found that Meece's “individual
replacenent parts do not pose the sane potential for confusion as
a conpletely reconstructed watch”; and that “the mark used by Meece
[ on non-genui ne bracel et clasps] is not sufficiently simlar to be
likely to cause confusion with the Rolex mark”. Mor eover, it
concl uded that Meece’s sale of individual Rolex replacenent parts
did not constitute contributory infringenent, stating that there
was “insufficient evidence to find that buyers of [Meece’'s] parts
are using the parts to create sinulated Rolex watches to infringe
upon Rol ex’s trademarks”; and that the evidence did not establish
“that Meece is inducing others to infringe or that he knows t hat he
is selling replacenent parts to people who are using the parts to

make reconstructed, infringing watches”.



Li kewise, the court refused Rolex’s request to require
di scl osure by Meece by engraving parts or on tags, |abels, or
i nvoi ces, and refused to enjoin Meece' s use of Rolex trademarks to
identify replacenent parts in his advertising materials. The court
concluded that, “[a]l]s long as it is clear to the purchaser that the
replacenent part is not an authentic Rolex part, ... there is no
reason to enjoin [Meece] from stating that the replacenent part
fits a particular Rol ex product”.

Finally, the court held that Rolex was not entitled to an
award of Meece’'s profits because “profits derived fromthe sal e of
converted infringing watches [were] de mnims”; and that, because
Meece’s infringing conduct was not deliberate, attorney s fees
woul d not be awarded Rol ex. (The state law clainms by Rolex and
Meece were di sm ssed.)

.

Meece does not challenge the injunction, including the
prohi bition against “performng any services which would involve
injecting into conmerce a watch bearing a Rolex mark which is
reconstructed with generic replacenent parts and which sinulates a
Rol ex Submariner or other Rolex watch”. He contends, however, as
di scussed throughout, that the prohibition does not apply to his
sal e of enhanced new watches. And, not at issue is Meece being
enjoined from “selling replacenent bands to custoners with the

consuners’ original clasps bearing the Rol ex mark substituted onto



t he repl acenent band” and from*acconpanyi ng nodi fi ed Rol ex wat ches
Wi th copies of instructions bearing the Rolex mark”.

On the other hand, Rolex contends that the district court
erred (1) by failing to find that Meece' s enhanced new wat ches,
converted used watches, and bracelets with genuine Rolex clasps
were counterfeit and by failing to accordingly award treble profits
and attorney’'s fees; (2) by failing to find that Meece was a
deli berate infringer and by failing to accordingly award Rol ex
profits and attorney’s fees; (3) by finding that Meece' s sale of
i ndi vidual parts did not constitute contributory infringenent; (4)
by not enjoining Meece’s use of his mark on non-genui ne bracel ets;
(5) by not requiring disclosures with respect to Meece’s sal es of
i ndividual parts; and (6) by not enjoining Meece' s use of Rolex
trademarks to describe individual parts in his advertising
materials.

“We review the district court’s decision whether to grant or
deny an injunction and the scope and formof the injunction for an
abuse of discretion.” Pebble Beach Co. v. Tour 18 | Ltd., 155 F. 3d
526, 550 (5th GCr. 1998). Findings of fact are reviewed for clear
error; conclusions of law, de novo. Feb. R Qv. P. 52(a); Pebble
Beach, 155 F. 3d at 537; Elvis Presley Enterprises, Inc. v. Capece,
141 F. 3d 188, 196 (5th G r. 1998).

A



Concerning the underlying liability required before profits

and attorney’'s fees can be awarded, the Lanham Act provides in

pertinent part:

(1) Any person who shall, wthout the
consent of the registrant—

(a) use in commerce any
reproduction, counterfeit, copy, or
colorable imtation of a registered
mark in connection with the sale
offering for sale, distribution, or
advertising of any goods or services
on or in connection wth which such
use is likely to cause confusion, or
to cause m stake, or to deceive ..

shall be liable in a civil action by the
registrant for the renedies hereinafter
provi ded. . ..

15 U.S.C. 8§ 1114(1)(a) (enphasis added). As noted, the district
court’s conclusion that Meece violated 8 1114(1)(a) was based on
finding that, “[f]rom the perspective of secondary purchasers, a
wat ch reconstructed with generic parts from Anerican Wol esal e
bearing a Rol ex trademark, woul d create a substantial |ikelihood of
conf usi on”.

Renedi es for violation of § 1114(1)(a) are found in 15 U. S. C
88 1116 (injunctive relief), 1117 (profits, danmages, costs,
attorneys’ fees), and 1118 (destruction of infringing articles).
At issue is § 1117.

Section 1117(a) provides, in pertinent part, that a successful

plaintiff is entitled,



subject to the principles of -equity, to
recover (1) defendant’s profits, (2) any
damages sustained by the plaintiff, and (3)
the costs of the action.... If the court
shall find that the anmount of the recovery
based on profits is either inadequate or
excessive the court may in its discretion
enter judgnment for such sumas the court shal
find to be j ust, accordi ng to t he
ci rcunst ances of the case. Such sumin either
of the above circunstances shall constitute
conpensation and not a penalty. The court in
excepti onal cases nmay award reasonable
attorney fees to the prevailing party.

(Enphasi s added.)

Qur court has considered the follow ng non-excl usive |ist of
factors in determ ni ng whet her an award of profits under 8§ 1117(a)
IS appropriate:

(1) whether the defendant had the intent to

confuse or deceive, (2) whether sales have

been diverted, (3) the adequacy of other

remedi es, (4) any unreasonable delay by the

plaintiff in asserting his rights, (5) the

public interest in nmaking the m sconduct

unprofitable, and (6) whether it is a case of

pal m ng of f.
Pebbl e Beach, 155 F.3d at 554. See al so George Basch Co., Inc. v.
Blue Coral, Inc., 968 F.2d 1532, 1540 (2d Gr.) (to recover profits
under 8 1117(a), the “plaintiff nmust prove that an infringer acted
wth willful deception”), cert. denied, 506 US. 991 (1992);
International Star Cass Yacht Racing Ass'n v. Tommy Hilfiger,
US A, Inc., 80 F.3d 749, 753 (2d Gir. 1996) (“In order to recover

an accounting of an infringer’'s profits, a plaintiff nust prove

that the infringer acted in bad faith”); Lindy Pen Co., Inc. v. Bic
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Pen Corp., 982 F.2d 1400, 1405 (9th Gr.) (“WIIful infringenment
carries a connotation of deliberate intent to deceive”), cert.
denied, 510 U.S. 815 (1993); Al po Petfoods, Inc. v. Ralston Purina
Co., 913 F.2d 958, 968 (D.C. Cr. 1990) (“an award based on a
defendant’s profits requires proof that the defendant acted
wWillfully or in bad faith”); Frisch’s Restaurants, Inc. v. Elby’s
Bi g Boy, 849 F.2d 1012, 1015 (6th G r. 1988) (“For a court to order
an accounting ..., bad faith nmust be shown”); Maltina Corp. v. Cawy
Bottling Co., Inc., 613 F.2d 582, 585 (5th Cr. 1980) (“district
court properly ordered [defendant] to account to the plaintiffs for
the profits it earned fromits wllful infringenent”).

Simlarly, 8 1117(a) expressly permts an award of attorney’s
fees only in “exceptional cases”. “[T]he exceptional case is one
in which the defendant’s trademark infringenent can be
characterized as malicious, fraudul ent, deliberate, or willful, and

it has been interpreted by courts to require a showing of a
hi gh degree of culpability”. Martin’s Herend Inports, Inc. v.
D amond & Gem Tradi ng USA, Co., 112 F. 3d 1296, 1305 (5th G r. 1997)
(internal quotation marks and citation omtted); see also Pebble
Beach, 155 F. 3d at 555-56.

But, for use of a counterfeit mark, 8 1117(b) provides that,

[1]n assessi ng danmages under subsection (a) of
this section, the court shall, wunless the

court finds extenuating circunstances, enter
judgnent for three tines such profits or
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damages, whichever is greater, together with a
reasonable attorney’s fee, in the case of any
vi ol ation of section 1114(1)(a) of this title

that consists of intentionally using a
mark or designation, knowi ng such mark or
designation is a counterfeit mark (as defined
in section 1116(d) of this title), in
connection with the sale, offering for sale,
or distribution of goods or services...

(Enphasi s added.)

Thus, wunder subsection (a), for wllful or deliberate
infringenment, the district court may award profits “subject to the
principles of equity”; and, in “exceptional cases”, it may award
attorney’s fees. But, for counterfeiting cases, under subsection
(b), the court “shall” award treble profits and attorney’'s fees,
“unl ess the court finds extenuating circunstances”.

As noted, the district court concluded that Rolex was not
entitled to an award of profits under § 1117(a), because the
“profits derived from the sale of converted, infringing watches
[are] de mnims” and because Meece did not engage in deliberate
i nfringenent. But, it did not address, even by inplication,
whet her Meece’s activities constituted trademark counterfeiting
and, therefore, did not consider whether Rolex was entitled to the
remedi es avail abl e under subsection (b), to include whether there
were extenuating circunstances wthin the neaning of that
subsecti on.

Rol ex contends that the district court clearly erred by

finding that Meece's profits were de mnims; that it erred by



failing to address, under § 1117(b), whether Meece’'s activities
constituted trademark counterfeiting and by failing, as a result,
to award treble profits and attorney’s fees; and that it was
entitled to an award of profits and attorney’s fees under 8§
1117(a), because Meece’ s activities at | east constituted deliberate
i nfringenent.
1

The Lanham Act “expressly confers upon the district judges
W de discretion in determning a just amount o[f] recovery for
trademark infringenent”. Martin’s Herend Inports, 112 F.3d at
1304. “The purpose of section 1117 is to take all the economc
i ncentive out of trademark infringenent”. Intel Corp. v. Terabyte
Int’1, Inc., 6 F.3d 614, 621 (9th Cr. 1993) (internal quotation
marks and citations omtted); see also Maltina, 613 F.2d at 585
(agreeing with reasoning of Nnth CGrcuit that “awarding an
accounting [of profits] would further Congress’ purpose in enacting
[8§ 1117] of making infringenment unprofitable”). “I'n assessing
profits the plaintiff shall be required to prove defendant’s sal es
only; defendant nust prove all elenents of cost or deduction
clained.” 15 U.S.C. § 1117(a).

Rol ex produced Meece’ s invoices reflecting enhanced new wat ch
sales of $1,813,748; “convert/converted” used watch sales of
$26, 475; and sales of non-genuine bracelets with genuine Rolex

cl asps of $5, 940.



Meece testified that he had a gross profit of 13 percent and
an overhead of seven percent, resulting in a before-tax profit of
si x percent. According to Meece, that six percent is conprised of
five to five-and-one-half percent on accessories and | ess than one
percent on new watches. He testified that his gross profit on
accessories was between 20 and 25 percent; but, in his post-trial
brief, he claimed that he had a 25 percent profit on dianond
bezel s, dials, and bands. Meece produced no docunentary evi dence
to support those figures, and offered no evidence as to the nature
or anmpunt of his overhead expenses. Al though he listed his
financial statenents as exhibits, he did not introduce theminto
evi dence.

Rol ex asserts that Meece's testinony is insufficient to
support any deductions fromsales and that it is therefore entitled
to an award of the entire $1, 846,163 in sales, trebl ed, because, as
di scussed infra, it clains that the goods were counterfeit.
Alternatively, based on Meece’ s testinony, Rol ex cal cul ates Meece’s
profits as follows:

$15,819.08 - 1% profit on $1, 581, 908 (new wat ches)

$57, 960. 00 25% profit on $231, 840 (Meece parts added
to new wat ches)

$ 6,618.75 - 25% profit on $26,475 (converted used wat ches)

$ 1,485.00 25% profit on $5,940 (Rol ex clasps on non-

Rol ex bands)



$81, 882. 83 - TOTAL
Rol ex asserts that, even accepting Meece’s profit percentages, this
anount is not de mnims.

As stated, Meece was enjoined from “performng any services
whi ch woul d i nvol ve injecting i nto conmerce a watch bearing a Rol ex
mark which is reconstructed with generic replacenent parts and
whi ch sinul ates a Rol ex Submariner or other Rolex watch”. Rolex
does not challenge that portion of the injunction, which it
interprets as prohibiting, inter alia, Meece’'s sal e of enhanced new
wat ches. Meece maintains, however, that the district court found
no counterfeiting because it found no infringenent as to enhanced
new wat ches. According to Meece, the district court “did not
enjoin the sale of watches that have nerely been enhanced or
repaired”. Meece nmaintains that he does not “reconstruct” a watch
when he adds parts, and that a “reconstructed” watch is the sane as
a “converted’” watch

The injunction would seem to enconpass both enhanced new
wat ches and converted used watches, because both types contain
generic replacenent parts and si mul ate genui ne Rol ex wat ches. And,
bot h enhanced new wat ches and converted used watches seemto pose
the sane threat of harmto Rolex fromthe perspective of secondary
purchasers; the district court found that “a watch reconstructed
wth generic parts from Anmerican Wolesale, bearing a Rolex

trademark, would create a substantial |ikelihood of confusion”.



But, in that Meece's sales of enhanced new wat ches exceeded $1.8
mllion and his profits from such sal es exceeded $80,000, it is
difficult to square that interpretation with the district court’s
finding that Meece’'s “profits derived fromthe sale of converted,
infringing watches [are] de mnims”.

Considering all of the evidence and, especially, the district
court’s findings regarding the |Iikelihood of confusion wth respect
to secondary purchasers, we interpret the injunction as prohibiting
t he sal e of enhanced new wat ches and converted used wat ches. That
interpretation is also supported by case law interpreting the
Lanham Act as prohibiting a party from naki ng changes in integral
parts of a product and then selling the nodified product under the
original trademark wi thout full disclosure.

For exanple, in Bulova Watch Co. v. Allerton Co., 328 F. 2d 20
(7th Gr. 1964), the defendant renoved genuine Bulova watch
movenents, bearing the Bulova trademark on the dial, fromtheir
ori gi nal Bul ova cases and pl aced t he novenents i n di anond- decor at ed

cases. Id. at 21. The defendant then sold the watches under the

trade name “Treasure Mates”. 1d. The Seventh Crcuit affirned t he

district court’s finding that the recasing operation resultedin “a
different product”; and held that the district court erred by not
enj oi ning the use of the Bul ova trademark on the recased watches.
ld. at 23-24. As noted, the bezel on a Rolex watch is a necessary

and integral part of the watch and serves a water-proofing
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functi on. Qobviously, bracelets and dials are also necessary,
integral parts: a watch cannot be worn w thout a bracelet; and,
the watch cannot serve its purpose of tinekeeping wthout a dial.

I ncl udi ng Meece’ s sal es of enhanced new wat ches, Rol ex proved
infringing sales of $1,846,163; based on Meece's testinmony, his
profits on those sales totaled $81, 882.83. W reject Rolex’'s
contention that Meece produced insufficient evidence to establish
deductions fromgross sales. But, the district court clearly erred
by finding those profits de mnims.

Neverthel ess, it does not autonmatically follow that Rolex is
entitled to treble profits. As stated, under § 1117(a), an award
of profits requires proof of willful or deliberate infringenent,
and the decision whether to award profits is subject to equitable
considerations. And, under 8 1117(b), treble profits are avail abl e

only if the activity involves trademark counterfeiting, and the

court does not find extenuating circunstances. “Under either
subsection, awards are never automatic and may be limted by
equi table considerations”. Intel, 6 F.3d at 620 (internal

gquotation marks and citations omtted).
2.
For the seizure renedy for counterfeit goods, a “counterfeit
mark” is defined as
(i) a counterfeit of a mark that is
registered on the principal register in the

United States Patent and Trademark O fice for
such goods or services sold, offered for sale,
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or distributed and that is in use, whether or
not the person against whomrelief is sought
knew such mark was so registered; or
(ii) a spurious designation that is
i denti cal wi th, or substantially
i ndi stinguishable from a designation as to
which the renedies of this chapter are nade
avai l able by reason of section 380 of Title
36....
15 U.S. C. § 1116(d). Simlarly, 8§ 1127 defines a “counterfeit” as
“a spurious mark which is identical wth, or substantially
i ndi stingui shable from a registered mark”. 15 U S.C § 1127.
Again, Rolex clains that Meece's enhanced new watches,
converted used wat ches, and bracel ets with genui ne Rol ex cl asps are
counterfeit. In selling those itens, Meece did not copy or imtate
Rolex’s trademarks; quite to the contrary — those itens bear
original Rolex trademarks. For exanple, Rolex asserts that, once
Meece added non-genuine parts to genuine Rolex watches bearing
original Rolex trademarks, the watches on which those tradenarks
appear are no longer Rolex’s product and are, therefore,
counterfeit wthin the neaning of 8§ 1116(d) and 1127
Accordingly, it contends that, under 8§ 1117(b), it is entitled to
treble profits and attorney’ s fees.
Because Meece’'s itens in question bore original Rolex
trademarks, rather than imtations or copies of those tradenarks,
they would not seem to be “counterfeit” in the literal sense

Nevert hel ess, other courts have found that simlar uses of genui ne

trademar ks constitute counterfeiting. In Wstinghouse El ec. Corp.
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v. Ceneral Crcuit Breaker & Electric Supply, Inc., 106 F.3d 894
(9th Cr.), cert. denied, = US |, 118 S. . 155 (1997), the
def endant sold used Westinghouse <circuit breakers after
reconditioning themand attaching | abels bearing the Wstinghouse
t radenmar K. The Ninth GCrcuit noted that “[t]he origina
Westi nghouse |abels are not thenselves ‘counterfeits’ in the
literal sense”, but concl uded, neverthel ess, that the products were
counterfeit. Id. at 900. “Wen an original mark is attached to a
product in such a way as to deceive the public, the product itself
becones a ‘counterfeit’ just as it would if an imtation of the
mark were attached.” |d.

Li kewi se, in CGeneral Elec. Co. v. Speicher, 877 F.2d 531, 534
(7th Gr. 1989), the Seventh G rcuit concluded that the defendant’s
pl acenment of non-General Electric products in boxes that General
El ectric had stanped with its registered “GE’ trademark constituted
trademark counterfeiting. And, simlarly, inlntel, 6 F.3d at 619-
20, the Ninth Crcuit concluded that the defendant’s practice of
purchasing genuine Intel math coprocessors and relabeling and
selling themas faster and nore expensive coprocessors constituted
counterfeiting. “When the chip genuinely from Intel was marked
wth a speed designation Intel would not have given it, the chip
becane a counterfeit Intel 80287-10 instead of a true Intel 80287-

6." 1d. at 620. See also Joy Manufacturing Co. v. CGM Valve &

Gauge Co., Inc., 730 F. Supp. 1387, 1396 (S.D. Tex. 1989)

- 26 -



(reconditioned valves sold under plaintiff’'s trademark found
counterfeit).

There is considerable evidence that Meece' s activities with
respect tothe itens in issue constitute trademark counterfeiting.
For exanpl e, new, genui ne Rol ex wat ches were nodi fi ed by Meece with
non-genuine parts to nmake them resenble nore expensive Rolex
wat ches. Although Rolex was still the source of the watches, it
was not responsible for the non-genuine di anond bezel s added by
Meece, or for refinishing and pl aci ng di anonds i n the genui ne Rol ex
dials, or for any di anonds Meece added to the bracelets. Rolex did
not perform or authorize the nodifications, and its warranty was
voi ded by Meece’'s activities. Meece, not Rol ex, stood behind the
wat ches; but the trademark suggested ot herw se.

In this regard, Rolex introduced evidence that Meece
distributed enhanced new watches wthout any markings or
di scl osures that would reach ultimate consuners or secondary
purchasers; and that the watches contained the Rolex factory seal
and the Rol ex tag and were distributed in genui ne Rol ex boxes, with
w ndi ng i nstructions copied froma Rol ex bookl et. Meece stipul at ed
t hat he does not control how wat ches cont ai ni ng non-Rol ex parts are
sold to the ultimte consuner; and that, when he sells to
retailers, he has no way of knowing if there is an actual consuner.

Accordi ngly, we nust remand this action for the district court

to determ ne whether Mece’'s use of Rolex trademarks on the



enhanced new watches, converted used watches, and non-genuine
bracel ets wi th genui ne Rol ex cl asps caused themto be “counterfeit”
Wi thin the neaning of 88 1116(d) and 1127; and, if they were, it
shoul d, pursuant to 8§ 1117(b), award profits (trebled) and
attorney’s fees to Rolex, unless it finds “extenuating
ci rcunst ances”.

3.

In addition, Rolex asserts that it is otherwise entitled to an
award of profits and attorney’'s fees under § 1117(a), because
Meece’s activities at |east constituted deliberate infringenent.
In finding no deliberate infringenent, the district court stated
that Meece “attenpted to ‘ride the line’ but did not intend to
cross it”. W reviewthis finding for clear error.

Rol ex contends that the foll ow ng evidence proves deliberate
infringenment: (1) Meece’'s false representation that he conplied
wth all Rolex requests for disclosures as to individual
replacenent parts; (2) his substitution of an ol der Rol ex novenent
when converting the used stainless steel Rolex watch submtted by
Rol ex’ s investigator; (3) his sale of over $1.8 million in enhanced
new Rol ex watches acconpani ed by the Rolex warranty (which Meece
knew was void), the Rolex factory sticker, and the Rolex tag; (4)
his sales of enhanced new watches acconpanied by copied Rolex
instruction sheets with a border of Rolex “Crown Device” designs;

(5) his sale of enhanced new Rol ex watches in origi nal Rol ex boxes;



(6) his sale of enhanced new Rol ex watches w thout any disclosure
to consuners as to the presence or origin of the non-genuine parts;
(7) his repeated use of marks resenbling the Rolex “Crown Device”
mark, including a five-prong crown displayed in his catalog years
after he allegedly discontinued use of that design; (8) his use of
Rol ex trademarks (“President”, “Oyster”, etc.) toidentify his non-
genui ne watch parts, before and after suit was filed; (9) his
advertisenent of his conversion services for over a year after
entry of the prelimnary injunction, which Meece understood as
enj oi ning such services; and (10) his placenent of genuine Rol ex
cl asps, bearing the Rolex trademarks, on non-genui ne bracelets.
Rol ex posits that there is no expl anation for Meece’s conduct ot her
than to profit from the use of Rolex marks in a manner that
decei ves consuners, takes sales away from Rol ex, and damages its
reput ation.

Rol ex mai ntains that, in other cases, simlar activities have
been found to constitute deliberate infringenent. It cites Joy
Manuf acturing Co. v. CGMVal ve & Gauge Co., Inc., 730 F. Supp. 1387
(S.D. Tex. 1989), where the defendant used unaut hori zed nanepl at es
bearing the plaintiff’s mark on val ves that defendant refurbished
to look like new, and failed to mark the valves as used or
reconditioned. Id. at 1391. The court found the conduct wllful,
entitling plaintiff to trebled profits under § 1117(a), and a fee

award under the exceptional case provision. 1d. at 1395-96.
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The conduct of the defendant in Joy was nmuch nore egregi ous
than Meece’s. In Joy, the court found that, as a result of other
| awsuits, the defendant was fully aware that its practices were
unl awful and that, even after being enjoined from such acts in a
nunber of cases, the defendant continued to wuse counterfeit
nanmepl ates of other valve manufacturers on its reconditioned
val ves.

Rolex also relies on Sealy, Inc. v. Easy Living, Inc., 743
F.2d 1378, 1384-85 (9th Gr. 1984), where the defendants sold
genui ne Sealy mattresses together with non-Sealy foundations with
identical fabric covering. The conbined nmattress and foundati on
appeared to be a matched set, and the defendants advertised the
product as a Sealy mattress and matchi ng foundati on. There was
evidence that retail sal esnen nade no effort to correct consuners’
m st aken i npressions that the foundation was a Sealy product. The
Ninth CGrcuit affirmed the district court’s finding the conduct to
constitute wllful and deliberate, bad faith infringenent,
justifying an award of attorney’'s fees. The court noted that
“[t] here was substantial evidence tending to showthat [defendants]
manuf act ured and sold their | ook-alike foundations deliberately to
deceive consuners and to take advantage of Sealy's brand
identification”. ld. at 1384. Here, there is no evidence that
Meece intended that his products would be passed off as Rol ex

products, and his advertising indicated that his products were not
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Rol ex products and that American Wol esale was not affiliated with
Rol ex.

As the district court noted, Rolex and Meece had co-existed
for over ten years. Meece advertised and sold his products only to
retail jewelers, not to ultimte consuners. In his advertising
materials, he made efforts to disclose to his custoners (retai
jewelers) that he was not affiliated with Rolex and that the
addition of his parts to genuine Rolex watches voided the Rolex
warranty. There is very little evidence that Mece nmade a
concerted effort to pal moff his products to his custoners (retai
jewelers) or to ultimate consuners as Rol ex products. Accordingly,
we conclude that the district court did not clearly err by finding
no deliberate infringenent. As a result, it did not err by
refusing to award profits and attorney’s fees under 8 1117(a).

B

Rol ex maintains that the district court erred by not finding
that Meece’s sal es of unmarked non-genuine parts designed to fit
Rol ex watches constituted contributory infringenent. I n
conjunction, it urges that Meece should have been enjoined to
i ncl ude disclosures to ensure that such parts are not being used
for infringenment purposes by his custoners. The court ruled that
t he evi dence did not support finding “that Meece i s i nduci ng others

to infringe or that he knows that he is selling replacenent parts



to peopl e who are using the parts to make reconstructed, infringing
wat ches” .
The doctrine of contributory infringenent is discussed in
| nwood Labs., Inc. v. Ives Labs., Inc., 456 U. S. 844, 853-54 (1982)
(enphasi s added):
[L]iability for trademark infringenent can
extend beyond those who actually m sl abel
goods with the mark of another. Even if a
manuf act urer does not directly control others
in the chain of distribution, it can be held
responsible for their infringing activities
under certain circunstances. Thus, if a
manufacturer or distributor intentionally
i nduces another to infringe a trademark, or if
it continues to supply its product to one whom
it knows or has reason to know is engaging in
trademark infringenent, the manufacturer or

distributor is contributorily responsible for
any harm done as a result of the deceit.

1

Accordingly, Meece is liable for contributory infringenent by
distributing parts if he “continue[d] to supply [his parts] to one
whom [ he knew] or ha[d] reason to know is engaging in trademark
i nfringenment”. |d. at 854. Rol ex points to Meece’s adm ssions
that his replacenent parts are nade to fit Rolex watches and that
he knows of no other watch that they fit; and that, even with his
15 years’ experience, Meece could be fooled as to whether a Rol ex
wat ch cont ai ns non-genui ne parts. Rolex asserts that, accordingly,
Meece had reason to know that his non-genuine parts, designed to
fit only Rolex watches, were destined to end up in infringing

wat ches.



The district court did not clearly err by finding no
contributory infringenent. There was no evidence that Meece sold
| arge quantities of parts to any singleretailer. Instead, he sold
only one or, at nost, a few parts at a tine to nunerous jewelers.
He testified that there was no group of jewelers or any particul ar
jeweler who purchased a large nunber of replacenent parts.
Al t hough Meece had no control over what the jewelers did with the
parts he sold to them there is no evidence that he continued to
supply parts to jewelers he either knew, or had reason to know,
were engaging in trademark infringenent.

2.

In any event, Rolex asserts that the district court erred by
not requiring adequate disclosures to identify non-genuine parts,
claimng that disclosures are necessary to prevent contributory
infringenment. Rolex urges that Meece should di scl ose on tags and
i nvoi ces that his replacenent parts do not originate with Rol ex and
that Rolex wll not guarantee or service watches containing such
parts. And, because tags and invoices may be discarded by the
jewel ers to whom Meece sells the parts, Rolex maintains that Meece
shoul d al so obtain statenents fromjewel ers advi sing that they have
disclosed to the jeweler’s custoners (ultinmate consuners) the sane
information as disclosed to the jewelers on Mece's tags and
i nvoi ces. Rol ex asserts that permanent engraving of Meece

bracel ets coul d be acconpli shed i nexpensively, and that statenents



fromjewelers regarding disclosures to consuners could be easily
acconpl i shed.

Meece responds that nost of the requested di scl osures al ready
appear in his advertising materials, warranties, and invoices;
t hat di sclosing on tags that his replacenent parts do not originate
wth Rolex and that Rolex will not guarantee or service watches
containing such parts is “inpractical and inpossible due to the
volunme of parts sold, the size and shape of the parts, and the
difficulty in attaching a docunent to a dial or |ink”; and that
engraving his non-genuine bracelets is inpractical, because he
obtains them from different suppliers, and it would destroy the
value of the jewelry. He contends further that an injunction
limting the sale of replacenent parts to jewelers who furnish
witten statenents that they have disclosed to their custoners that
Meece’ s repl acenent parts do not originate with Rolex and that the
addition of such parts voids the Rolex warranty, is inpractical,
because his orders are taken over the tel ephone and shipped to
jewel ers; and that such a requi renent woul d create nore bookkeepi ng
duties, “as he would have to match each statenent to the order to
which it relates”, and he fills approximately 3,500 orders per
year. He asserts also that requiring a witten statenent in
advance of shi ppi ng woul d encourage custoners to buy el sewhere to
avoid both the trouble of providing witten statenents and the

att endant del ays in shi ppi ng.



Because the no contributory infringenment finding is not
clearly erroneous, the district court did not err by not requiring
such di scl osures.

C.

Next, Rolex contends that the district court erred by not
finding that Meece’s mark on non-genui ne bracelet clasps is |likely
to cause confusion with the Rolex “Crown Device” mark, which
appears on the clasps of genuine Rolex bracel ets.

Li kel i hood of confusion is a question of fact; we review only
for clear error. E.g., Pebble Beach, 155 F.3d at 537; Elvis
Presl ey Enterprises, 141 F. 3d at 196; Moore Busi ness Forns, Inc. v.
Ryu, 960 F.2d 486, 489 (5th Cir. 1992).

In determ ning whether a |ikelihood of
confusion exists, this court considers the
foll ow ng nonexhaustive list of factors: (1)
the type of trademark all egedly infringed, (2)
the simlarity between the two marks, (3) the
simlarity of the products or services, (4)
the identity of the retail outlets and
pur chasers, (5) t he identity of t he
advertising nedia used, (6) the defendant’s
intent, and (7) any evidence of actual
confusion.... No one factor is dispositive,
and a finding of a l|ikelihood of confusion
does not even require a positive finding on a
majority of these “digits of confusion”....
In addition to the listed factors, a court is
free to consider other relevant factors in
determ ning whether a |ikelihood of confusion
exi sts.

Elvis Presley Enterprises, 141 F.3d at 194; see al so Pebbl e Beach,
155 F. 3d at 543. An eighth factor, the degree of care enpl oyed by

consuners, was added to the list in SunbeamProducts, Inc. v. Wst
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Bend Co., 123 F. 3d 246, 257 (5th G r. 1997), cert. denied, U S.

., 118 S. Ct. 1795 (1998). And, in that case, our court held:
“I'n determining the likelihood of confusion, the district court
must apply the ‘digits of confusion’ test”. |Id.

Rol ex i ntroduced evidence that Meece has used three different
mar ks on hi s non-genui ne bracel ets. The first was a five-prong
crown, very simlar to the Rolex “Crown Device”. He discontinued
using that mark in 1988, and sold fewer than 50 bracel ets bearing
it. The second mark was a three-prong crown. After an objection
by Rol ex, Meece discontinued using that nmark two years prior to
trial, and did not sell any bracelets bearing it. Meece s current
mark is a four-sided figure, with no prongs; but, it is w der at
the top than at the bottom and resenbles the shape or outline of a
crown. The border is snooth and the center has a matte finish.

Rol ex’ s expert testified that the simlarity of the Meece and
Rol ex mar ks shoul d be eval uat ed under the foll owi ng guidelines: (1)
t he designs should not be conpared side by side, because that is
not the context in which they would be seen by consuners; (2)
consuner recollection of the Rolex “Crown Device” is inperfect; and
(3) the overall context of the design, including its use on
bracelets that | ook identical to Rol ex bracelets, and its pl acenent
in the sane location on the bracelets, should be considered.
Rol ex’ s expert considered Meece’'s current mark likely to cause

confusion with the Rolex “Crown Device”.
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Rol ex notes that the sane desi gn used by Meece was t he subj ect
of an action brought by Rol ex agai nst one of Meece’s custoners. In
Rol ex Watch, U S. A, Inc. v. Mchel Co., No. 96-0805 (S.D. Cal
1997) (unpublished), the court found that the “trapezoi dal” design
was |likely to cause confusion with the Rolex “Crown Device”,
stating that “the overall inpression created by Defendants’
imtation crowm is likely to cause confusion anobng prospective
purchasers who carry an i nperfect recoll ection of the Rolex crown”.

But, in the case at hand, the district court found that
Meece’s current mark “is not sufficiently simlar to be likely to
cause confusion with the Rolex mark”. Al t hough the marks are
simlar in shape and size, they are not identical. Meece's mark is
a four-sided figure, the top of which is wder than the bottom It
has a snmooth border, and a matte finish in the center. As stated,
the Rolex “Crown Device” is a five-pronged crowmn, with a ball at
the top of each prong, and an oval underneath, depicting the base
of the crown. However, “simlarity of appearance is determ ned on
the basis of the total effect of the designation, rather than on a
conpari son of individual features”. Moore, 960 F.2d at 490.
Meece’s mark i s placed on the exterior of the clasps of non-genui ne
bracel ets which are very simlar to genuine Rolex bracelets; and,
it is placed in the sane | ocation that the Rolex “Crown Device” is

pl aced on the exterior of the clasps of genuine Rol ex bracelets.



Meece contends that, because Rolex purchasers are very
sophi sticated, they are not likely to confuse his mark with that of
Rol ex. He also points out that his bracelets are stanped “Made in
Italy”, and clains that potential purchasers would know t hat Rol ex
wat ches are not made there. But, the “Made in Italy” marking i s on
the interior of the bracelet clasp. Mreover, even Meece testified
that he did not know where genui ne Rol ex bracelets are nade, so it
seens unlikely that his custoners (jewelers) or their custoners
(ultimate consuners) woul d be i nfornmed by that designation that the
bracel ets are not genui ne.

The district court erred by failing to consider and wei gh all
of the digits of confusion. Furthernore, it should have consi dered
the factors identified by Rolex’ s expert in determ ning whether
Meece’s mark i s confusingly simlar to that of Rolex. Accordingly,
on remand, the district court should consider, in the |ight of al
of the appropriate factors, whether Meece’s mark is likely to cause
confusion with the Rolex “Crown Device”.

D.

Rol ex acknowl edges that Meece is entitled to advi se consuners
that he is selling replacenent parts for Rolex watches; but, it
asserts that the district court erred by failing to enjoin Meece’s
use of Rolex trademarks to identify his non-genuine parts.

Specifically, Rolex conplains of Mece's use of various Rolex



trademarks (“Submariner”, “Oyster”, “Presidential Style”) in his
sales literature to identify his non-genuine parts.

In refusing to enjoin such use, the district court stated:

There is no principleddifference between

selling generic or custombands or bezel s made

specifically for a Rolex watch from for

exanple, selling a custom high-perfornmance

carbur[e]tor nmade specifically to fit a Ford

Must ang. Common sense indicates that a

repl acenent part nust be specifically designed

to replace the original part. A part not

specifically designed to replace the original

part is sinply not a replacenent part. As

long as it is clear to the purchaser that the

replacenent part is not an authentic Rolex

part, ... there is no reason to enjoin [ Meece]

fromstating that the replacenent part fits a

particul ar Rol ex product.
Rol ex apparently concedes as nuch, but asserts that Meece is not
using its trademarks in that manner; instead, according to Rol ex,
he is illegally using the Rolex trademarks to identify his
products.

The district court did not err by refusing to enjoin Meece’s
use of Rolex trademarks to identify +the Rolex products
corresponding to his replacenent parts. He uses the trademarks in
his advertising materials sent toretail jewelers. Those materials
adequately disclose that the parts are non-genuine; that Meece is
not affiliated with Rolex; and that the addition of those parts to
genui ne Rol ex wat ches voids the Rolex warranty.

In a footnote, Rolex asserts that, even absent a finding of
i kely confusion, Meece's use of Rolex marks violates the Texas
anti-dilution statute, Tex. Bus. & Com CobE § 16.29. W refuse to
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address this claim because it is not adequately briefed. FeD. R
ApP. P. 28(a)(6).
L1l

For the foregoing reasons, the judgnent is VACATED wth
respect to the findings that Meece's profits on infringing sales
are de mnims and that his mark is not sufficiently simlar to be
likely to cause confusion with the Rolex “Crown Device” mark; and
the conclusion that Rolex is not entitled to recover profits and
attorney’s fees. 1In all other respects, the judgnent is AFFI RVED.
The case is REMANDED for further proceedings consistent with this
opi ni on.

AFFI RVED i n PART, VACATED in PART, and REMANDED



JERRY EE. SMTH, G rcuit Judge, dissenting:

The majority presents a careful and well-researched opinion.
| respectfully dissent, however, fromthe decision to vacate the
district court’s findings that Meece’s profits on infringing sales
were de mnims and that his mark is not sufficiently simlar to be
likely to cause confusion with the Rolex “Crown Device” mark, and
al so to vacate the district court’s conclusion that Rolex is not
entitled to recover profits and attorney’'s fees. | would affirm
essentially for the reasons stated by the district court in its
conprehensive findings of fact and conclusions of |aw As the
district court stated, its judgnent “attenpts to strike an
equi t abl e bal ance that protects the rights of Rol ex, yet recogni zes
the legitimate interest of Meece to provide a valuable service to
the public.” | would hold that the district court was successful

in that attenpt.



