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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION

BDO SEIDMAN LLP,

Plaintiff,

VS. CIVIL ACTION NO. H-08-905

ALLIANTGROUP, L.P.,

[ R W W I W I W W

Defendant.

FINDINGS OF FACT AND CONCLUSIONSOF LAW

This case concerns whether Defendant Alliantgroug., (“Alliantgroup”)
violated the unfair competition provision, Sectid®(a), of the Lanham Act, 15 USC § 10&tl
seq., when it marketed its tax consultancy servicesnembers of Defendant BDO Seidman
LLP (“BDO”)’s fee-membership association, the Afiee, by causing likelihood of confusion as
to Alliantgroup’s affiliation, sponsorship or endement by BDO or the Alliance. Plaintiffs also
allege claims under Texas law for trade dressidiiutinder the Texas anti-dilution statute, Tex.
Bus. & Com. Code Ann. § 16.29. A Bench Trial watdhon May 27, 2009. After reviewing
the evidence, the submissions of the parties, aedapplicable law, the Court enters the
following findings of fact and conclusions of law.

FINDINGS OF FACT?

1. BDO Internatinal is a “second-tier’ internationakaunting firm. It operates
in several different nations. In the United Staitesperates under the name BDO Seidman, after
a merger between the American accounting firm, 8aid and Seidman with European

accounting firms. BDO itself stands for Binder k&if Otte & Co after the main founders’

! The following facts are derived from the testimanf the witnesses and the exhibits admitted at.tri
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names. BDO Seidman has been operating under &nag since the early 1980’s. It is one of
among the twelve largest accounting firms in théé¢hStates.

2. BDO, like many of its rivals of comparable sizegamnizes a fee-membership
association of independent accounting firms to Whicprovides services such as marketing
expertise, financial data for comparing performarasel shared expertise between independent
accounting firms. In return, the Alliance’s mengdiep costs the independent accounting firms a
fee of roughly 1% to 2 % of revenue. In BDO’s cade association is called the Alliance.
There are approximately 150 members in the Allian&embers are located in diverse states
across the country, from New Jersey to Hawaii.

3. BDO carefully vets admission to the Alliance, bghkang to the applicant’s
client contacts and reputation. BDO does not marthg members of the Alliance, it does not
tell them who to hire or fire for example, nor wiclients to take. The only requirement BDO
imposes is that members have professional malpeaictsurance.

4. Because BDO carefully vets admission to the Allemoembers place trust in
the BDO and Alliance name.

5. Alliance members can also join a BDO service caledBusiness Resource
Network or “BRN.” The BRN provides access to versdsuch as information technology and
office supplies. Because these vendors form phithe Alliance, members place especial
reliance on them in business dealings.

6. Because members of the Alliance operate indepelydeotn BDO, they
remain absolutely free to select third parties tovle them with financial consultancy and
accounting services. For example, membershipanAiance does not include free advice on

Research and Development (“R&D”) tax credits.
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7. Alliantgroup is a nationwide tax consultancy busmeFifty percent of its
revenue is derived from providing consultancy sssion R&D tax credits. In comparison, less
than ten percent of BDO's revenue is generated fsamlar work in R&D tax credits. It is
undisputed that BDO and Alliantgroup are competitior providing R&D tax credit services to
Alliance members.

8. Alliantgroup, before the disputed marketing campagissue in this case,
already had more than thirty Alliance members gnts.

9. In February 2008, Alliantgroup decided to launatampaign to market its
R&D tax credit services to the remaining Alliancembers who were not already its clients.
The marketing department provided one of its sepsesentatives, Stan Lenart (“Lenart”) with
a list of all the Alliance members. This list isailable online on the BDO webstte.

10. Lenart then began the marketing campaign by cantpélliance members.
As part of his marketing campaign, Lenart stregbadl Alliantgroup was having success with
Alliance members who had agreed to serve as refesein Alliantgroup.

11. Lenart contacted Bill Chambers of Fust Charlesriiers LLP, a member of
the Alliance, by telephone. Chambers, howeved tanart that his accounting firm worked
exclusively with BDO. Lenart sent a follow-up eftnanyway on February 6, 2008 promoting
Alliantgroup’s tax consultancy services. This eindad not refer to BDO or the Alliance.

12. Lenart contacted Raymond Jacobi of Mengel, MetZgarr & Co. LLP via
email on February 20, 2008. In this email, Lesaecifically promoted Alliantgroup’s R&D tax
credits services. In a post scriptum, Lenart dtate

We are currently getting very successful resultthai number of

BDO Seidman firms, including: Hill, Barth & King iMeaduville,
PA; Gainer, Donnelly & Desroches in Houston, TX;rkfand,

Available at http://www.bdo.com/locations/
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Russ, Murphy & Tapp in Tampa, FL; Hausmaninger,deri.ang,
Alford & Geselowitz in Irvine, CA; and many others. All the
aforementioned firms would be happy to be a refezdar us.
13.0n or about February 8, 2008, Lenart called Nanggdd of Smolin, Lupa &
Co., P.A., which was an accounting firm locatedNiew Jersey and a member of the Alliance.
Lenart made the following communication, which bstified he read from a sales script (the
“script”) used in all his Alliance marketing camgaicommunications:
Hi Nancy this is Stan Lenart with the Alliantgroapd I'm at 312-
386-9770. | am calling because you are part of8B© Alliance
and we are having great success with BDO Alliameesf, Nancy.
We are generating increased revenue for them witimaueasing
their head count and a number of firms would bdinglto vouch
for us.
Hillbarth [sic] & King in PA
Gaynor Donnely and DeRoche [sic], Houston
Kirkland, Ross, Murphy and Tap in Tampa
And actually many more.
Please return the call
Stan Lenart 312-386-9770.
14.1t appears, however, that Lenart made even morkcéxgferences to BDO
and the Alliance. These references misled Alliammmbers into believing that Alliantgroup
was somehow affiliated, endorsed or sponsored b® BD the Alliance. Lenart's misleading
marketing was established in the testimony of RbnRurkett (“Burkett”), Charles Elter
(“Elter”), and William Lazor (“Lazor”).
15. Burkett was the managing partner of Burkett, Btir&eBurkett, an

accounting firm that was a member of the Allianéds firm paid between 4,000-5,000 dollars a

month in fees for membership. In February 2008)atesolicited Burkett’s firm on behalf of
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Alliantgroup. Burkett could not recall the exaabnds Lenart used. Burkett, however, distinctly
recalled that Alliantgroup claimed to represent Atieance or to be a part of the Alliance. His
declaration, sworn to on January 27, 2009, onliedtthat Lenart “referred to BDO Seidman and
the Alliance, and said that Alliantgroup helps witie Alliance.” When asked whether his
testimony was “elaboration” on his declaration, IBait credibly explained that he found
Lenart’'s marketing so misleading that he took tR&a®rdinary step of contacting Michael
Horwtiz (“Horwitz”), the BDO liaison for Alliance mmbers in his region. The communication
Burkett referred to was an email sent by his adsiiaiive assistant, Tammy Chapman
(“Chapman”) to Horwitz. In the February 4, 2008&)al Chapman stated Burkett “received a
call from Stan Lenard [sic] with Alliant Group [$ich Chicago. . . Stan’s voice mail states he
helps with BDO Alliance. . . [Burkett] wants to kwaf you [Horwitz] know this man. He
doesn’t know if this is true or not. If not, whettould we do about it?”

16. Horwitz replied to Chapman’s email on Februar@)8. He stated: “No |
the Alliantgroup is not part of our alliance progra They have been calling many of our
alliance firms intimating that they are connectethvthe program, and they are confusing our
alliance firms regularly.” Horwitz went on to stat'l called Stan Lenard [sic] to find out what
he is saying. He is a telemarketer, and apologinedny ‘misleading’ statements that were
‘misinterpreted.”

17.1n his testimony, Lenart admitted on cross-exanmmathat
Horwitz had in fact contacted him and asked hinsttp using the BDO and Alliance names in
his marketing campaign. This was in direct conttamh to Lenart’s earlier testimony that he
was unaware that his marketing was causing confuemnal that he would have desisted if he had

known.
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18. Elter is Director of Taxation at McBride Shopa &.G“McBride Shopa”), an
accounting firm based in Wilmington, Delaware. NiclB Shopa was a member of the Alliance.
In February 2008, Lenart solicited McBride Shopabamalf of Alliantgroup. Although Elter
could not remember specifically what was said bydre he was certain that Lenart had implied
Alliantgroup was part of the Alliance or associablecdome way with the Alliance. When Elter
spoke to an Alliantgroup representative, Elter nogr@d the BRN and the Alliantgroup
representative did nothing to dispel the belieft ttiee Alliantgroup was part of the BRN.
Because he was misled by Lenart’s marketing intkthg Alliantgroup was associated with the
Alliance, Elter scheduled a lunch with Alliantgrouple became aware that Alliantgroup did not
have such an association, and, therefore, cantetddnch.

19.0n February 16, 2008, Anne Eidschun (“Eidschun'McBride Shopa
service representative and liaison with the Allarsent Horwitz an email on behalf of Elter
regarding Lenart's misleading communication. I thmail, Eidschun stated: “One of the
directors [Elter] received a call from Stan LenHait] of the Alliant Group [sic]. He indicated
that his firm does a lot of work with BDO Alliandems . . . | guess he was nice but | did not
know if he was misrepresenting himself.” Horwitsponded, on February 16, 2008, “no they
are not part of alliance [sic] and have been canfumany alliance [sic] firms. Thanks for the
heads up.”

20.0n February 18, 2008, Eidschun sent Horwitz a ¥ollgp email, stating:

“Elter actually scheduled a lunch with these peoffi¢ter] mentioned BDO and BRN several
times and they did nothing to dispel his thinkimgttthey were part of the group. | am now
going to cancel the lunch and indicate there wasisuinderstanding and miscommunication.”

On February 18, 2008, Eidscun also sent an emaiet@art, canceling the lunch meeting with
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Elter, and stating: “any appointments other thaent$ or firms directly related to BDO Seidman
are just not possible.”

21. Lazor is an officer and shareholder in KronickJd¢&a Berdy & Co.
(“Kronick”), an accounting firm based in KingstoRennsylvania. Kronick is a member of the
Alliance. Lazor testified that Alliantgroup contad Kronick and “intimated or suggested” it
was a part of the Alliance. When Lazor spoke taAtgroup, they did not deny the impression
they gave that they were affiliated with the Alii@n Because of this misleading marketing,
Kronick scheduled a conference call with Alliantgpoto discuss its services. Upon realizing
that Alliantgroup was not in fact associated witle tAlliance, Lazor canceled the conference
call.

22.0n February 25, 2008, BDO sent out a general eimail the Alliance
members warning them that Alliantgroup was misrepnéing an affiliation with the Alliance
and BDO. BDO emphasized that there was no sualiaethip.

23.In response, on February 25, 2008, Lazor sent al éorthe Alliance help
desk, stating: “This also happened to us and bdfeeconference call took place with them, |
realized this tactic and cancelled the confereradevath them. They did mislead us although
some may say | am easily fooled.”

24. At trial, on cross, Alliantgroup sought to estahlthe lack of credibility of
Burkett, Elter and Lazor by showing their bias daeownership interests BDO might have in
their accounting firms. It became clear there masuch equity interest, and that the accounting
firms were independent. Membership in the Allanly meant a net payment of a percentage
of revenue amounting to one to two percent. TherCfound the witnesses to be credible.

25. The Court found Lenart not to be a credible witneBurthermore, due to the
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fact he admitted he had been warned about the siomflne was causing with his marketing
campaign to Alliance members, yet persisted, therlCnds Lennart and Alliantgroup had the
intent to cause confusion as to the affiliationnsstn Alliantgroup, and the Alliance and BDO.

27. Horwitz served as the BDO liaison for Alii@nmembers in the North East
and South East regions. He had worked at BDOpastaer for seven years, starting in 2001. In
all this time there, he had never experience sughikee in calls and emails as he did in February
of 2008 after Alliantgroup began its marketing camgp. The calls and emails all evinced high
levels of confusion from Alliance members who wéhne recipients of marketing calls and
emails from Alliantgroup regarding the affiliati@tween Alliantgroup and the Alliance.

CONCLUSIONSOF LAW

a. Overview

1. The Lanham Act was intended to make “actionttidedeceptive and
misleading use of marks,” and “to protect persongaged in . . . commerce against unfair
competition.” 15 USC § 1127 [15 USCS § 1127]. Wimlach of the Lanham Act addresses the
registration, use, and infringement of trademaria rlated marks, § 43(a), 15 U.S.C. § 1125(a)
[15 USCS § 1125(a)] is one of the few provisionatthoes beyond trademark protection. As
originally enacted, 8§ 43(a) created a federal rgmeghinst a person who used in commerce
either “ false designation of origin, or any fatkescription or representation” in connection with
“any goods or services.” 60 Stat 441. As the Seédomcuit accurately observed with regard to
the original enactment, however, and as remaires dfter the 1988 revision, § 43(a) “does not
have boundless application as a remedy for unfauet practices,’Alfred Dunhill, Ltd. v.
Interstate Cigar Cq.499 F.2d 232, 237 (1974). “Because of its inhigyelimited wording, 8

43(a) can never be a federal ‘codification’ of ttnerall law of ‘unfair competition,” 4 J.
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McCarthy Trademarks and Unfair Competition 8 2a727-14 (4th ed. 2002) (McCarthy), but
can apply only to certain unfair trade practiceshgrited by its text.
2. The Supreme Court has addressed the meah®egcton 43(a)Dastar Corp.
v. Twentieth Century Fox Film Cor®39 U.S. 23, 123 S. Ct. 2041, 156 L. Ed. 2d T®8&. At
issue inDastarwas whether a producer of a new video productiotated Section 43(a) by not
acknowledging reliance on an original televisiondarction.ld. at 25-28. Although the specific
language of Section 43(a) at issueDastar was “origin of goods,” the Court explained that
Section 43(a) is “one of the few provisions thaegdeyond trademark protectiond. at 29.
The language of Section 43(a) is broader than nuicine Lanham Act in that it “prohibits
actions like trademark infringement that deceivastomers and impair a producer's goodwill.”
Id. at 32
b. Section 43(a) Unfair Competition
3. Section 43(a) states:
(a) Civil action.
(1) Any person who, on or in connection with aggods or services, or any
container for goods, uses in commerce any word),teame, symbol, or device,
or any combination thereof, or any false desigmatiborigin, false or misleading
description of fact, or false or misleading repréagon of fact, which--
(A) is likely to cause confusipmr to cause mistake, or to deceas to the
affiliation, connection, or association of such g@n with another persp or as to
the origin, sponsorship, or approval of his or geods, services, or commercial
activities by another person, or
(B) in commercial advertising or promotion,ismepresents the nature,
characteristics, qualities, or geographic originhed or her or another person's
goods, services, or commercial activities,

shall be liable in a civil action by any perseho believes that he or she is or is
likely to be damaged by such act.

15 USCS § 1125 (emphasis added.) The nature @lliggation is that Alliantgroup’s marketing

was likely to cause confusion as to the affiliafioannection, or association of Alliantgroup with
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the Alliance and BDO. The critical question is Wiexr the marketing suggests affiliation or
endorsement. In assessing whether use of a madtesra likelihood of confusion as to
affiliation or endorsement, the Fifth Circuit cotesis the “digits of confusion,” a list of factors
that tend to prove or to disprove that consumefusion is likely.Scott Fetzer Co. v. House of
Vacuums, In¢.381 F.3d 477, 484-485 (5th Cir. 2004). Thosediactre: (1) the type of mark
allegedly infringed; (2) the similarity between thweo marks; (3) the similarity of the products or
services; (4) the identity of retail outlets andghasers; (5) the identity of the advertising media
used; (6) the defendant's intent; and (7) any emidef actual confusiorid. The Fifth Circuit
has also added “[a]n eighth factor, the degree avé @mployed by consumers.Paulsson
Geophysical Servs. v. Sigmé&29 F.3d 303, 310 (5th Cir. 2008)(internal caat omitted). The
digits are a flexible and nonexhaustive list. Tlieynot apply mechanically to every case and
can serve only as guides, not as an exact calcbkes Pebble Beach Co. v. Tour 18 | Lih5
F.3d 526, 546 (5th Cir. 1998). To determine ifréhes a likelihood of confusion, the district
court uses the standard “more than a mere posgibiliconfusion,” relying orPebble Beach
Co, 155 F.3d at 543.

C. Nominative fair use

4. In this case, Defendant argues that the riagkeeampaign employed by
Defendant is protected by the nominative fair usetihe. One can use another's mark
truthfully to identify another’'s goods or servicesorder to describe or compare its product to
the markholder’s producBee, e.g.August Storck K.G. v. Nabisco, In69 F.3d 616, 617-18
(7th Cir. 1995))New Kids on the Block v. News Am. Publ'g,,I8Z1 F.2d 302, 306-09 (9th Cir.
1992); see also RESTATEMENT, supra, 8 20 cmt. b,2@98-10.; 3 MCCARTHY ON

TRADEMARKS, supra, 8§ 25:51-:52. As the Ninth Circhias recognized, where a nominative
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use of a mark occurs without any implication ofil&ffion, sponsorship, or endorsement--i.e., a
likelihood of confusion--the use “lies outside #teictures of trademark law.New Kids on the
Block 971 F.2d at 308. In order to avail itself of gteeld of nominative use, the defendant (1)
may only use so much of the mark as necessarettifg the product or service and (2) may not
do anything that suggests affiliation, sponsorshipendorsement by the markhold8eeid. at
308. The traditional likelihood-of-confusion ansily is applicable in a comparative-advertising
situation, but the court should usually consider tlominative-use claim in conjunction with its
likelihood-of-confusion analysis to avoid loweritite standard of confusiorPebble Beach Co
155 F.3d at 547.

5. Thus, the Fifth Circuit has looked to whettiex shield of nominative protects
the use of the mark along with its analysis unterdigits of confusion. For example,Rebble
Beach there was no nominative use because the defergtahtcourse overtly suggested
affiliation with plaintiff golf course when it plad signs naming holes after the plaintiff golf
course, named dishes on its menu after plaintiff gmrse and used plaintiff golf course’s name
in its brochure and promotional materials. 155dFaB 546. InScott Feltzer the shield of
nominative use was present where defendant vacwpairrcompany advertised it repaired
plaintiff vacuum manufacturer’s brand along withrmpather brands. 381 F.3d 4 passimand
at 486 (looking to “context” in unfair competitioanalysis). In this case, Alliantgroup’s
marketing campaign made constant use of Allianagk BIDO’s name in close association with
Alliantgroup. SeeFindings of Fact 12-23. Furthermore, Alliantgvodirectly suggested
affiliation. SeeFindings of Fact 114-23 (specifically the testimafyBurkett, Lazor and Elter.)
Alliantgroup was not drawing a comparison betweeand several different tax consultancy

services. Instead its campaign was targeted @&nskk members and the script used suggested
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success specifically with Alliance memberSeeFindings of Fact 19, 10, 13. Thus, at first
blush, while withholding judgment until taking aoskr look at the digits to maintain a high
standard for likelihood of confusion, the nominativse defense does not seem to apply.
6. Even a finding that the majority of the “digtsconfusion” pointing
towards an opposite finding would not change thatiit. Cf. Pebble Beach Cp155 F.3d at 547
(5th Cir. 1998) (“a positive finding on a majorigf the digits of confusion does not require a
court to find a likelihood of confusion.”). Herepwever, the digits all point towards a finding of
likelihood of confusion.
d. Digits of Confusion
I. Type of the Mark

7. The first digit regartse type of the markholder's mark; specificallg it
“strength.” “Strong marks are widely protectedcastrasted to weak marksAmstar Corp. v.
Domino's Pizza, Inc615 F.2d 252, 259 (5th Cir. 1980). The strerajth service mark for the
purposes of analyzing likelihood of confusion ipeedent upon both the placement of the mark
on the spectrum of distinctiveness, from arbitrargeneric, and the extent to which consumers
in the relevant marketplace recognize the markmgndicator of sourceSee Sun Banks of
Florida, Inc. v. Sun Federal Sav. & Loan Ass@&1 F.2d 311, 315-16 (5th Cir. 1981).

8. Plaintiff argues thtst service marks are arbitrary and therefore strand
entitled to the broadest scope of protection. Harrhore, Plaintiff points out that its service
marks, BDO and the Alliance, are well known in thesiness world and therefore consumers
have come to recognize the marks as an indicateowfce. A strong mark is usually fictitious,
arbitrary or fanciful and is generally inherentlistthctive. It is afforded the widest ambit of

protection. See Amstar Corp.615 F.2d at 259, quotingunsford, Trademark Basic$H9
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Trademark Rep. 873, 878 (1969). BDO Seidman i suc arbitrary mark and is inherently
distinctive. Furthermore, it is undisputed that thark has been used with customers since the
1980’s as that of one of the most prominent acdngritrms in the nationSeeFindings of Fact
91. Therefore it has further ‘strength.’

9. Alliance is also sufficiently strong, partiady among potential
customers of the parties’ goods and services. #dkas a suggestive mark that has been in use
now for nearly 20 year$un Banks of Fla., In651 F.2d at 311 (suggestive marks which subtly
connote something about the service or product paotected without proof of secondary
meaning). Furthermore, Alliance has gained seagnaeeaning through its wide repute as an
association of independent accounting firms, asdmarketing in national media as the BDO
Seidman Alliance. The conjunction with the arbygrd8BDO Seidman mark has served to
strengthen the Alliance mark. Moreover, Alliantgpss marketing campaign targeted
exclusively members of the Alliance who were intietp familiar with Alliance as a mark.
Scott Fetzer 381 F.3d at 486 (Court must look to context inickhconsumer receives
comparative advertising.)

10. Therefore, as both BDO Seidman and Allianmeestrong marks they
deserve broad protection. This digit, then, poiatgards likelihood of confusion.

il. Similarity of the Marks

11. Digit two looks to the similarity of the mark In analyzing the
similarities between the parties’ marks, the mdrksist be considered in light of the way the
marks are encountered in the marketplace and tlhanestances surrounding the purchase of
[plaintiffs’ and defendant’s services]lindy Pen Co., Inc. v. Bic Pen Coy@.25 F.2d 1240,

1245 (9th Cir. 1984). Alliance members encountdyeth marks in a selective atmosphere of
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pre-screened services for independent accountimgsfi BDO carefully screened before
admitting members to the Alliance. Findings of & BRN vendors were also screened before
offering services to Alliance members. Severalahite members who received marketing calls
from Alliantgroup therefore only entertained fumtheontact under the mistaken impression
Alliantgroup was also pre-screened as being aitlavith BDO, the Alliance or the BRN. This
misunderstanding was substantially encouraged Becalliantgroup made constant reference to
BDO and the Alliance in its marketingsee Pebble Beach Co. v. Tour 1842 F. Supp. 1513,
1545 (S.D. Tex. 1996) (constant references to ptesnmark in defendant’'s marketing leads to
confusion). Once Alliance members discovered Alantgroup was not also pre-screened by
being associated with BDO, the Alliance or the BRiNey terminated further contact.
Furthermore, Alliantgroup as a name bears substasitnilarity to Alliance, further encouraging
Alliance members to mistakenly believe there waaféhation between the marks.

12. Alliantgroup argues that it did not commifaincompetition because
its use of Alliance members as references wasftiutiThus, when customers encountered both
marks together in the marketplace through the calld and emails, they were alerted to the lack
of affiliation. The Court, however, has found tidliantgroup as overtly misleading about its
affiliation with BDO and the Alliance or made mialing omissions concerning its relationship
with BDO and the Alliance. Furthermore, in theibea circumstances where Alliantgroup may
have only used truthful references, this combimati@as still misleading. Courts have viewed
the combination of the alleged infringer's mark twihe plaintiffs’ mark as an aggravating
circumstance since such combinations may lead coaisuto assume that there is an affiliation
or sponsorship between the infringer and the mavken. See Sands, Taylor & Wood Co. v.

Quaker Oats C0.978 F.2d 947, 960 (7th Cir. 1992) (defendantts eflsmark “Thirst Aid” in

14 /21



Case 4:08-cv-00905 Document 38  Filed in TXSD on 06/08/2009 Page 15 of 21

conjunction with its own mark “Gatorade” in advseitig was ‘precisely the strong association . .
. that is likely to cause confusion.”).

13. Thus, there is a strong similarity betweee tmarks, further
strengthened by the context in which they are entsvad in the marketplace. This, therefore,
encourages confusion.

iii. Similarity of products and services
14. The third factor to be evaluated when deiteing whether there is a
likelihood of confusion is the similarity betweehet products and services provided by the
defendant and plaintiff. “The greater the similarbetween the products and services, the
greater the likelihood of confusionExxon Corp. v. Texas Motor Exchange, 1628 F.2d 500,
505 (5th Cir. 1980). Here, Alliantgroup was offegithe same services as BDO offered,;
consultancy advice on R&D tax creditSeeFindings of Fact 16 & 7. It was all the more likel
Alliance members would be confused as to the sooraarigin of the services because it was
more likely they could be led to believe BDO en@adr#\lliantgroup when both offered the same
services. As irPebble Beachwhere both defendant and plaintiff offered galfitses at a fee,
confusion is more likely here. 155 F.3d at 543
iv. Identity of purchasers and service facilities
15. “Dissimilarities between the retail outl&s and the predominant consumers
of plaintiff's and defendant’s goods lessen thespmbty of confusion, mistake, or deception.”
Exxon Corp. v. Texas Motor Exchange, 1628 F.2d 500, 505 (5th Cir. 1980). Here, both th
retail outlets and predominant consumers are oddlesame for both plaintiff and defendant:
the Alliance members. Although R&D tax credits soltancy is a minor part of BDO'’s revenue

and a major part of Alliantgroup’s revenugeeFindings of Fact {7, both rely on the same
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market, independent accounting firms, as their awusts. In fact, the very purpose of
Alliantgroup’s marketing campaign was to target BBOlients exclusively. This aided their
ability to intimate an affiliation between the twaarks that did not in fact exist. Thus, this facto
points towards greater confusion.
V. Identity of advertising media

16. The greater the similarity in advertising campajgihe greater the
likelihood of confusionExxon Corp.628 F.2d at 506. Because of the unique factsisfcdse
this factor is intertwined with the resolution dfet previous factor, the identity of purchasers.
Alliantgroup’s marketing campaign targeted membmfrshe Alliance mark. Under an unfair
competition comparative-advertising analysis, thésticular advertising campaign encouraged
confusion by relying on the Alliance name to markethe Alliance members the services of the
similar-sounding Alliantgroup. This digit also tsato confusion.

Vi. Alliantgroup’s intent in using plaintiffs’ mks

17. Where a plaintiff can show that a defendssds its mark with the
intent of deriving benefit from the reputation aogl will of the plaintiff, that fact alone may be
sufficient to justify a finding of confusiorBlue Bell Bio-Medical v. Cin-Bad, Inc864 F.2d
1253, 1259 (5th Cir. 1989). There is no doubt ledérBefendant’s intent to derive benefit from
Plaintiff's goodwill. As Corley, a leading execusi at Alliantgroup, testified, Alliantgroup’s
intent was to use its success with Alliance meniiars to market to other Alliance member
firms. Thus, Alliantgroup’s script for marketingdluded the line, “we are having great success
with BDO Alliance firms.” SeeFindings of Fact {13. The Alliance members waespond
positively to this marketing because of BDO andiakite’s goodwill, not because of

Alliantgroup’s goodwill. As Lenart explained inshtestimony, when selling to the Alliance
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members his whole emphasis was on Alliantgrouptsess with the Alliance. Lenart admitted
he did not need to use the name Alliance or BD@Gisrmarketing at all. The use of their marks
was an intentional attempt to benefit from theiodwill with the Alliance members.

18. In fact, going one step further, there is aeaiming proof that Alliantgroup
not only had the intent to derive benefit from twodwill of plaintiffs marks but intended to
steal that goodwill. “Evil intent may evidence aimfcompetition and deception.Fuji Photo
Film Co, 754 F.2d at 597 (5th Cir. 1985) (internal citatiomitted). Three credible witnesses
testified that Alliantgroup implied affiliation whtthe Alliance and BDO; that Alliantgroup relied
on misconceptions about its relationship with BD@l @he Alliance to ‘get in the door’ for
follow-up meetings with clients; and that Alliantgip failed to correct Alliance members who
relied on Alliantgroup’s representations that Alligroup was affiliated with the Alliance and
BRN. When Lenart was cross-examined he admittedBBDO contacted him and told him that
his marketing campaign was causing widespread sanfuamong Alliance membersSee
Findings of Fact 126. Yet Lenart persisted, kngntimat his marketing technique would lead to
further confusion to the benefit of Alliantgroupgd. This factor would be sufficient standing
alone for a finding that Alliantgroup’s use of piaff's marks is likely to confuse.

vii.  Actual confusion

19. Evidence of actual confusion caused by a amnilark is not conclusive or
required to establish a likelihood of confusiont ltuis the best evidence of a likelihood of
confusion.Amstar Corp. 615 F.2d at 263. Moreover, “while very little pfaf actual confusion
would be necessary to prove the likelihood of ceitf, an almost overwhelming amount of
proof would be necessary to refute such proofuji Photo Film Co. v. Shinohara Shoji

Kabushiki Kaisha 754 F.2d 591, 597 (5th Cir. 1985) (quotik¢prld Carpets, Inc. v. Dick
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Littrell's New World Carpets438 F.2d 482, 489 (5th Cir. 1971)). As Plainpfiints out, at
issue here is “initial interest confusion.” Thettmony presented established that several of the
Alliance members were initially interested in Alitgroup’s services due to confusion about
their affiliation with plaintiff. Although, the Alance members may eventually discover the lack
of relationship between Alliantgroup and plaintifilliantgroup has already received ‘ill-gotten
gains’ in the form of benefiting from the goodwailf the Alliance and BDO marks before their
deception is uncovered. Although some Alliance fers canceled further meetings with
Alliantgroup, others may not have done so, allowhtigantgroup’s initial deception to succeed.

20. In fact, this species of actual confusion is wellagnized; and perhaps had
its most memorable recitation in this Circuitktvis Presley Enters. v. Capeck4l F.3d 188,
204 (5th Cir. Tex. 1998). I&lvis Presleya nightclub in Houston bore the name of the Velvet
Elvis, without licensing the name from Elvis Prgskenterprises, which held the intellectual
property rights to the Elvis legacyd. Customers were drawn to the nightclub, thinkingas
associated with Elvis Presley. On discovering rthraistake, many remained to purchase
beverages at the institutiorid. One of the independent accounting firms testif trial that
many such firms did not entertain solicitationsnireendors who were not directly associated
with BDO. They returned Alliantgroup’s contact etfonly because of initial interest confusion
caused by Alliantgroup’s constant use of the BD@ Aliance names in its marketing.

21. As inElvis Presleythere is very strong evidence of actual confusiere.
Horwitz, who served as the BDO liaison for Allianeeembers, never experienced such a high
volume of confusion in his seven years at BDO asunoed after Alliantgroup launched its
marketing campaign in February 200&eeFindings of Fact 127. Elter, Lazor and Burkett

received solicitations from Alliantgroup as Allisanembers and were made to believe
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Alliantgroup was affiliated with BDO and the Alliaa. SeeFindings of Fact 115, 18, & 21. The
flood of email queries Horwitz received from Allieenmembers nationwide further demonstrates
the levels of actual confusion that arose as toaMgroup’s affiliation with BDO and the
Alliance. SeeFindings of Fact 122. To prove infringement, [Rti&] must ultimately prove
that a misleading representation by [Defendant]ppgosed to some other source, caused a
likelihood of confusionScott Fetzer Cp381 F.3d at 487.
viii.  Degree of Care Exercised by Consumers

22. With respect to the eighth digit of confusitime degree of care exercised by
potential purchasers, the evidence is at besticanfi. As Defendant points out, consumers
could call or email BDO to check whether Alliantgp was affiliated with BDO and the
Alliance members. All Alliance members had a sfie@DO liaison, such as Horwitz, whose
purpose was to communicate with Alliance memberdemalf of BDO. Unlike the buying of
tee shirts irBd. of Supervisors for La. State Univ. Agric. & Me€ollege v. Smack Apparel Co
550 F.3d 465, 483 (5th Cir. La. 2008), one canagt $Vhere items are relatively inexpensive,
a buyer may take less care in selecting the itdm®reby increasing the risk of confusion.”
Alliance members were likely to exercise a greategree of care in choosing the service
provider for the more substantial and specializzgtise of R&D tax credits consultancy. On the
other hand, this factor should be assessed in tflte ‘initial interest confusion,” set out by
Elvis Presley Enters141 F.3d at 204. Consumers would not exercise ia#tially in allowing
Alliantgroup to schedule with them follow-up meegtipased on a supposed affiliation with BDO
or the Alliance. As the weight of the evidencewfanany Alliance members were fooled into
making follow-up contacts with Alliantgroup based Alliantgroup’s deceptive marketing. At

this stage, they did not necessarily exercise atgtegree of care, especially in light of how
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misleading the marketing was. Thus, although w@tety a greater degree of care would be
shown, by that time confusion had already occumed Alliantgroup had already illicitly
derived benefit from BDO and the Alliance’s goodwil

e. Weighing the factors

23. Based upon the foregoing review of the likadithi of confusion factors, this
Court finds that plaintiffs’ service marks are sigoand entitled to wide protection; that
Alliantgroup uses Plaintiff's exact marks promirgrand frequently in its marketing; that the
products and services of the parties at issue deatical; that the parties have the same
customers; that there is complete overlap in theigsd communication of their brands to
customers; that Alliantgroup’s prominent usage lafrpiffs’ marks in its marketing campaign is
evidence of an intent to trade upon the reputadiah goodwill of plaintiff and its marks; further
that Alliantgroup’s continued marketing with knowtge it was causing confusion is evidence of
an evil intent to cause confusion; that a suffitiramber of Alliance members are actually
confused by Alliantgroup’s prominent use of pldirgi service marks; and that because of the
context in which the marketing was made the usudifigerning customers were unable to avoid
confusion as to affiliation.

e. Conclusion

24. Alliantgroup, with its usage of the BDO afllilance marks, crossed the line
into unfair competition in violation of Section 43(of the Lanham Act. Its marketing campaign
intentionally manipulated the targeted customets believing Alliantgroup was affiliated with
the BDO and the Alliance when it was not. Alliaroigp offers the same services, bears a similar
name, targets the members of the plaintiff's orgation, continued marketing even though it

knew it was causing confusion, deliberately missdo affiliation, and admitted none of the use
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of Plaintiff's marks had any legal purpose apaotrfrderiving benefit from the goodwill of the
Plaintiff. At issue here is whether the Court ddoissue an injunction barring Alliantgroup
from, in the future, using the BDO or Alliance mankits marketing. The Court finds that given
the facts before it, and the applicable law, suoknaedy is just and proper.

25. Because the only remedy sought is grantedalthe violation of the Lanham
Act, Plaintiff’s claim for dilution under the Texa@sti-Dilution Statute need not be addressed.

26. To the extent that the Court’s Findings attrare in fact Conclusions of
Law; and to the extent the Court’s Conclusions aivlare in fact Findings of Fact; the Court
ADOPTS them as such.

27. Further, the Court ORDERS the Plaintiff tbmit an affidavit setting forth
his demand for attorneys fees, and a brief suppgpttis entitlement to attorneys fees by June 18,
2009. Defendant’s response to the request formreys fees is due the following July 2, 20009.

SIGNED at Houston, Texas, this 8th day of Ju@92

-

Wc/—/ﬁ*b.__—.

MELINDA HARMON
UNITED STATES DISTRICT JUDGE
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