IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF
ILLINOIS EASTERN DIVISION

WM. WRIGLEY JR. COMPANY,

Counter-Defendant, Case No.

V.
SWERVE IP, LLC,

Counter-Claimant.
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MEMORANDUM OF LAW IN SUPPORT OF
SWERVE IP. LLC’S MOTION FOR A PRELIMINARY INJUNCTION
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l. INTRODUCTION

Counter-Defendant, Wm. Wrigley Jr. Company (“Counter-Defendant” or “Wrigley”),
should be preliminarily enjoined from using the SWERVE trademark in any manner on chewing
gum because such use will confuse and mislead consumers. Swerve IP, LLC (*Swerve”) is likely
to prevail on its counterclaim for trademark infringement because it has prior use and
registration of the identical trademark on a related food product. Without an injunction, Swerve
will be deprived of control over its registered trademark. The public will likewise be harmed if
Counter-Defendant is allowed to continue misleading consumers into believing there is an
association between all-natural SWERVE sweetener and sugar-free SWERVE gum.
1. BACKGROUND

SWERVE Brand All-Natural Sweetener

Swerve owns the SWERVE trademark, a word-mark which is registered in the
United States and has been used in connection with SWERVE all-natural sweetener for over a
decade. One of SWERVE’s main selling propositions is that it is “all natural.” Unlike SWERVE
sweetener, many traditional sugar-substitutes used in confectionary products are artificial.
Swerve proudly markets its SWERVE brand sweetener as “all natural”” and has obtained a
reputation among its customers and retailers as a natural alternative to common artificial
sweeteners. (SWERVE sweetener comes in one-pound bags and canisters, as well as individual
sugar packets (the kind found in restaurants and diners), and in a granular form and a powdered
“confectioners” style.)

SWERVE sweetener is also used in the commercial manufacture of consumer food
products. Because it is not degraded by heat, and has a 1:1 sweetness ratio to real sugar, SWERVE

is ideal for cooking, baking and use in confectionary products. Itis used in sugar-free products,
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such as pralines and other confections. As with other well-known sugar substitutes like xylitol and
Truvia®, Swerve intends to expand the use of SWERVE sweetener as an ingredient into such
mainstream products as chewing gum.

SWERVE is sold nationwide, with sales in almost every state. Consumers can purchase
SWERVE at online retailers such as Amazon.com, as well as brick-and-mortar retail stores, such
as Whole Foods. Products similar to SWERVE sweetener are found in CVS or Walgreens, and
Swerve hopes to expand into these types of stores. Swerve promotes SWERVE sweetener online
and via social media sites including Facebook and Twitter.

The SWERVE trademark has been used continuously in connection with SWERVE brand
sweetener since January of 2001. The United States Patent and Trademark Office (“USPTQO”)
granted a federal registration for the SWERVE mark on September 8, 2009 and for “natural
sweeteners” in international class 030, which includes various food and candy products. Swerve
acquired the rights to the SWERVE mark and Swerve Registration via assignment in 2011.

Counter-Defendant’s Infringing Use of the SWERVE Trademark

On October 4, 2010, Counter-Defendant Wrigley performed a trademark clearance search
through a third-party search firm for the SWERVE mark, which identified the SWERVE
Registration as the only registered “swerve” mark in the most relevant international class (i.e.
international class 030). Nonetheless, on October 15, 2010, Wrigley filed an application to register
the trademark SWERVE in international class 030 for “chewing gum.” That application was filed
based on Wrigley’s “intent to use” the mark, though it had not actually begun use.

On March 9, 2011, Swerve filed a Notice of Opposition with the Trademark Trial and
Appeal Board (“TTAB”), asking that Counter-Defendant’s application be refused on the grounds

of likelihood of confusion.
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OnJuly 1, 2011, after receiving Swerve’s Notice of Opposition, Wrigley launched a new
flavor of its “5” brand chewing gum with the intended title “SWERVE” prominently featured on
the packaging. Consumers can purchase SWERVE gum at online retailers, such as Amazon.com,
and in traditional brick-and-mortar retail stores, such as CVS or Walgreens.

Wrigley also began a nationwide campaign promoting the SWERVE flavor of its “5”
brand chewing gum, online via its own website, and through various social media platforms
including Facebook and Twitter. Wrigley also advertises the SWERVE flavor in well-known
nationwide magazines such as Rolling Stone.

Wrigley’s SWERVE gum is labeled as “sugar-free,” with “natural & artificial flavors.”
SWERVE gum contains sucralose, an artificial sweetener, as well as a host of other artificial
ingredients, such as Acesulfame K, Hydrogenated Starch, Aspartame-acesulfame, and Yellow 6
Lake. Unlike SWERVE sweetener, SWERVE gum is most definitely not “all natural.”

Upon learning that Wrigley had commenced use of the SWERVE mark on an artificially-
sweetened gum, Swerve immediately demanded it cease its use. Wrigley refused, and filed a
Complaint seeking a Declaratory Judgment of non-infringement.

I,  ARGUMENT

A. A Preliminary Injunction is Warranted and Necessary in This Case

Putting the SWERVE trademark on a box of sugar-free chewing gum confuses consumers
as to whether there is an association with SWERVE sweetener. Thus, Swerve needs a preliminary
injunction to prevent substantial irreparable harm pending trial. A preliminary injunction is
appropriate where the moving party establishes that: (1) its case has a “better than negligible”
likelihood of success on the merits; (2) no adequate remedy at law exists; and (3) it will suffer

irreparable harm if the injunction is not granted. Ty, Inc. v. Jones Group Inc., 237 F.3d 891, 895
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(7th Cir. 2001). When these threshold requirements are met, courts weigh the factors against one
another onasliding scale, assessing whether or not the balance of harms favors the moving party.
Christian Legal Soc’y v. Walker et al., 453 F.3d 853, 859 (7th Cir. 2006).
B. Swerve is Likely to Succeed on the Merits of Its Claims
To establish infringement, Swerve must show: (1) ownership of a valid, protectable
trademark; and (2) a likelihood of confusion caused by Wrigley’s use of its mark. Eli Lilly & Co. v.
Natural Answers, Inc., 233 F.3d 456, 461 (7th Cir. 2000). Swerve will establish both of these
elements, and is therefore likely to succeed on the merits of its claim.
1. Swerve Owns Valid and Protectable Rights in the SWERVE Mark
Swerve’s federal registration constitutes prima facie evidence of Swerve’s exclusive
nationwide ownership of the SWERVE mark. 15 U.S.C. 81115(a); CAE, Inc. v. Clean Air Eng’g,
Inc., 267 F.3d 660, 673 (7th Cir. 2001). In addition to its federal registration, Swerve has used the
SWERVE mark continuously in interstate commerce since as early as 2001. Swerve’s rights pre-
date Wrigley’s rights in the SWERVE mark, if any, on any goods.
2. SWERVE Gumi is Likely to Cause Confusion with SWERVE Sweetener
The keystone of trademark infringement is likelihood of confusion. Confusion can be as
to source, sponsorship, endorsement or association; for example, a consumer who is likely to
perceive that one permits another to use its mark is confused. See Brach Van Houten Holding,
Inc. v. Save Brachs’ Coalition for Chicago, 856 F. Supp. 472, 475 (N.D. Ill. 1994).
To determine whether a likelihood of confusion exists, this Court considers the following
seven factors: (1) similarity of the marks; (2) similarity of the goods; (3) the degree of care likely
to be exercised by consumers; (4) the strength of the mark; (5) the area and manner of concurrent

use; defendant’s intent; and (7) whether actual confusion exists. CAE, 267 F.3d at 677-78. No
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single factor is dispositive and the Court may assign varying weight to each of the factors
depending on the facts at hand. Int’l Kennel Club of Chicago, Inc. v. Mighty Star, Inc., 846 F.2d
1079, 1084 (7th Cir. 1988). As a result, the “weight and totality of the most important factors in
each case will ultimately be determinative of the likelihood of confusion, not whether the
majority of the factors tilt the scale in favor of one side or the other.” Schwinn Bicycle Co. v. Ross
Bicycles, Inc., 870 F.2d 1176, 1187 (7th Cir. 1989).

A trademark owner may offer two theories of confusion. The typical theory is forward
confusion, which occurs when customers mistakenly think that the junior user's goods are
associated with the senior user's goods. The second theory is reverse confusion, which occurs
when a large junior user saturates the market with a trademark identical to that of a smaller, senior
user. The present case involves reverse confusion.

In a reverse confusion case, the senior user is injured because consumers come to
associate the senior user’s products with the junior user, or because they come to believe that the
two companies have become connected in some way. Sands, Taylor & Wood Co. v. Quaker Oats
Co., 978 F.2d 947, 957 (7th Cir. 1992). “The result is that the senior user loses the value of the
trademark—its product identity, corporate identity, control over its goodwill and reputation, and
ability to move into new markets.” Id. The factors to consider in a reverse confusion case are the
same as those considered in forward confusion, except that two of the factors must be considered
from a different point of view. Sunmark, Inc. v. Ocean Spray Cranberries, 1994 U.S. Dist. LEXIS
15186, 56-58 (N.D. Ill. 1994).

a. The Marks are Identical
The marks in this case are identical word marks (i.e. SWERVE v. SWERVE). This factor

weighs heavily in favor of infringement.
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Counter-Defendant’s use of the SWERVE mark in association with its “5” brand name
does nothing to lessen the confusion in a reverse confusion case. The Seventh Circuit noted that
close association of a contested trademark with the well-known GATORADE brand name
increased the likelihood of reverse confusion because it strongly connected the plaintiff's mark
with the defendant's name. Sands, 978 F.2d at 958. This contrasts with forward confusion where,
as discussed above, association with a well-known house mark may minimize confusion. Here,
the close association of SWERVE with Wrigley’s “5” mark increases the possibility of reverse
confusion. Sunmark, 1994 U.S. Dist. LEXIS 15186 at 56-58.

b. The Products at Issue are Similar

Confusion is also more likely when the products at issue are similar or otherwise related to
each other. The test for relatedness is whether the two products “would reasonably be thought by
the buying public to come from the same source, or thought to be affiliated with, connected with,
or sponsored by, the trademark owner.” CAE, 267 F.3d at 679 (quoting Sands, 978 F.2d at 958).
Per this test, the products at issue are closely related, not only because both are food products, but
also because there is a particularly close relationship between sugar-free food products and the
non-sugar sweeteners (typically artificial) that such products use. In fact, Wrigley itself has
encouraged such consumer connections between its gums and sweeteners by extensively marketing
gum products prominently featuring the brand name of the artificial sweeteners on the gum’s
packaging and in its advertising.

The association between sugar-free gum or candy and brand name sweeteners is undeniable.
By their nature, sugar-free gums and candies are sweetened using sweeteners such as SWERVE.

Manufacturers of sugar-free candies and sweeteners make a concerted effort to ensure that

! The Wrigley/NutraSweet campaign has been recognized as an example of a successful co-branding effort.
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consumers make that connection by featuring the sweetener trademark prominently on the gum or
candy packaging. Indeed, Wrigley places the SWERVE mark on its packaging in the same relative
location that many sugar-free gums and candies display the name of the sweetener they contain.
Courts also recognize that a trademark owner has a need “to protect the owner’s ability to
enter product markets in which it does not now trade but into which it might reasonably be expected
to expand in the future.” Sands, 978 F.2d at 958. The Lanham Act aims to protect “the trademark
owner’s interest in capitalizing on the good will associated with its mark by moving into new
markets.” Id. Clearly manufacturers of non-sugar sweeteners have taken advantage of their ability to
expand use of their trademarks to sugar-free gum and candy though co-branding. Swerve similarly
intends to expand its mark to be used in association with mainstream products such as gum and
candy. Wrigley’s registration and use of the SWERVE mark in connection with its chewing gum
would stifle Swerve’s efforts to raise awareness through co-branding.
c. Impulse Buys, Like Chewing Gum, Command a Lesser Degree of Care
Where less care and discrimination are exercised in purchasing decisions, confusion is
more likely. Consumers of inexpensive and widely accessible products are likely to exercise less
care and discrimination in their purchases. CAE, 267 F.3d at 683.
Here, Wrigley sells chewing gum which retails for a about $1.00-$2.00 a pack. Gum is
commonly considered an impulse buy, and is unlikely to command a high level of purchasing
care. Similarly, SWERVE sweetener is relatively inexpensive, retailing for about $7.00 for a 40-
count package. This factor favors an injunction and a finding of likelihood of confusion.
d. The Strength of the Mark
Trademark strength is expressed in terms of conceptual strength (i.e. level of distinctiveness)

and commercial strength (i.e. the degree to which consumers have come to associate a mark with a
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particular company). SWERVE is a strong mark by both measures.

Conceptual Strength: Marks are classified into five categories of increasing distinctiveness:

(1) generic; (2) descriptive; (3) suggestive; (4) arbitrary; and (5) fanciful. Two Pesos, Inc. v. Taco
Cabana, Inc., 505 U.S. 763, 768 (U.S. 1992). Arbitrary or fanciful marks are inherently strong
marks. Ty, Inc. v. Jones Group, Inc., 98 F. Supp. 2d 988, 994 (N.D. 1ll. 2000). They may be coined
words or words that are common in linguistic usage but which, when used with the products they
represent, neither suggest nor describe any characteristic of those goods. Id. In the present case, the
SWERVE trademark is arbitrary because it neither suggests nor describes any characteristic of either
party’s goods. SWERVE is a conceptually strong trademark.

Commercial Strength: Commercial strength refers to the association between the mark and

the goods in the minds of consumers. Courts in reverse confusion cases consider the strength of the
mark in terms of its association with the junior user’s goods. Sands, 978 F.2d 947; TV Land, L.P.
v. Viacom Int’l, Inc., 908 F. Supp. 543, 553 (N.D. Ill. 1995) (in reverse confusion case, court
“considered strength of mark in terms of its association with the Counter-Defendants’ goods”). It
is the strength of the larger, junior user’s mark that results in reverse confusion.

Here, Wrigley (the junior user) is a “leading manufacturer and seller of non-chocolate
confectionery products.” (Wrigley’s Complaint at § 2.) It owns such well-known brands as
DOUBLEMINT, JUICY FRUIT, ORBIT, STARBURST and SKITTLES. Its promotion of “5”
brand gum, and the SWERVE flavor in particular, has been nationwide. Wrigley has saturated the
market with its use of the SWERVE mark. SWERVE is a commercially strong mark.

e. Manner of Concurrent Use
In determining whether the area and manner of concurrent use as between two marks is

likely to cause confusion, several factors are important: (1) the relative geographical distribution
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areas, see Rust Env't & Infrastructure, Inc. v. Teunissen, 131 F.3d 1210, 1217 (7th Cir. 1997);

(2) whether the products are sold to consumers in the same type of store, see Vitarroz Corp. v.
Borden, Inc., 644 F.2d 960, 967 (2nd Cir. 1981); (3) whether the products are sold in the similar
section of a particular store, see id.; and (4) whether the product is sold through the same marketing
channels. See Nike, Inc. v. “Just Did It”” Enters., 6 F.3d 1225, 1230 (7th Cir. 1993).

Swerve’s sweetener and Wrigley’s gum are both sold nationwide. Both products are sold
in online retailers such as Amazon.com. Likewise, Wrigley’s gum and sugar substitutes are also
sold in brick-and-mortar retail stores like CV'S where they are typically sold in the same or similar
sections of those stores. Finally, both products are marketed through the same online marketing
channels, such as Facebook and Twitter. Due to the area and manner of use of the parties’
respective marks, it is clear that these are products that will be encountered by the same
consumers. This overlap in marketing and sales supports a finding of likelihood of confusion.

f. Intent

In a reverse confusion case, the issue of intent is somewhat reversed itself. Imperial Toy
Corp. v. Ty, Inc., 1998 U.S. Dist. LEXIS 14418 (N.D. Ill. 1998). In a traditional forward
confusion case, the inquiry is whether the junior user intended to palm its goods off as those of the
senior user. However, in reverse confusion cases, “some courts focus instead on whether the more
well-known junior user ignored the senior user’s rights.” 1d.

In this case, Wrigley completely ignored Swerve’s rights. Wrigley conducted a trademark
clearance search prior to filing its application to register SWERVE in international class 030.
Wrigley’s search identified Swerve’s registration in international class 030 for the SWERVE mark.
Ignoring Swerve’s registration, Wrigley applied anyway. Then, in the midst of a TTAB opposition

challenging its application, it commenced actual use of the SWERVE mark. Ignoring both
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constructive and actual knowledge of the SWERVE mark and registration, Counter-Defendant
proceeded to saturate the market with its use of the SWERVE mark.

C. Swerve Has No Adequate Remedy at Law

A showing of economic or actual damages is not required in order for a preliminary
injunction to issue; the “owner of a trademark is damaged by later use of a similar mark which
place[s] the owner’s reputation beyond its control, though no loss in business is shown.” Int’l
Kennel Club of Chicago, 846 F.2d at 1091. In fact, “[d]amages occasioned by trademark
infringement are by their very nature not susceptible of adequate measurement for remedy at
law.” Trans Union LLC v. Credit Research, Inc., 142 F. Supp. 2d 1029, 1046 (N.D. 1ll. 2001).
Thus, no remedy at law could fully compensate Swerve for the loss of control over its registered
trademark. Swerve’s injuries are immeasurable, and Swerve will be left without adequate remedy
if a preliminary injunction is not granted.

D. Swerve Will Suffer Irreparable Harm Resulting From Counter-
Defendant’s Actions

Irreparable harm is “harm that cannot be prevented or fully rectified by the final judgment
after trial.” Roland Mach. Co. v. Dresser Indus., Inc., 749 F.2d 380, 386 (7th Cir. 1984). “Courts
readily find irreparable harm in trademark infringement cases because of the victim’s inability to
control the nature and quality of the infringer’s goods.” Wesley-Jessen Division of Schering
Corp. v. Bausch & Lomb, Inc., 698 F.2d 862, 867 (7th Cir. 1983). Damages resulting from
trademark infringement are by their very nature irreparable and not susceptible to adequate
measurement or remedy at law. Int’l Kennel Club of Chicago, 846 F.2d at 1092. Irreparable
harm is presumed in trademark infringement cases because “it is virtually impossible to ascertain
the precise economic consequences of intangible harms, such as damages to reputation and loss

of goodwill, caused by such violations.” Abbott Labs v. Mead Johnson & Co., 971 F.2d 6, 16 (7th
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Cir. 1992). Wrigley has placed the use of the SWERVE mark beyond Swerve’s control.
SWERVE is an all-natural sweetener, and use of the SWERVE mark on an artificially sweetened
and flavored chewing gum will cause irreparable harm to Swerve and its brand.

E. The Irreparable Harm to Swerve Outweighs Any Harm an Injunction
Would Cause Wrigley

The greater the likelihood of success on the merits, the less harm the moving party is
required to show to obtain an injunction, and vice versa. Roland, 749 F.2d at 387.

While Swerve will suffer irreparable injury absent preliminary relief, such relief will
merely inconvenience Wrigley, which owns 15 well-known brands of gum and candy products
in North America, with a myriad of different flavors. Its “5” brand gum alone currently comes in
over a dozen flavors; this case concerns just one. A preliminary injunction won’t stop Wrigley
from selling its “5” brand gum, but only prevent it from calling one flavor “SWERVE.” The
preliminary injunction Swerve seeks is narrowly tailored to minimize any burden on Wrigley.

The only conceivable harm to Wrigley in this case is monetary. When the harm to a
defendant is but a consequence of its own willful conduct, such harm does not weigh against
entry of a preliminary injunction. Ty, Inc., 237 F.3d at 903 (balance of harms favored
issuance of preliminary injunction; defendant “having adopted its course ... cannot now
complain that having to mend its ways will be too expensive”). Wrigley had notice of Swerve’s
trademark and registration when it selected its mark, and commenced actual use of the SWERVE
mark after Swerve filed a Notice of Opposition with the TTAB. Any harm to Wrigley was
entirely avoidable. Having commenced use with its eyes wide open, Wrigley cannot now
complain that a preliminary injunction will be too expensive.

In contrast, the SWERVE mark is everything to Swerve. Association of its natural

sweetener with a chemical-filled, artificially flavored and sweetened gum will tarnish its reputation
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beyond repair. The harm to Swerve will be far more significant if a preliminary injunction is not
issued than any possible harm to Wrigley.

F. A Preliminary Injunction is in the Public Interest

Courts must finally consider the effect that granting or denying an injunction will have on
nonparties. See Meridian Mutual Insurance Co., 128 F.3d at 1121. Trademark laws exist to
prevent consumer confusion; the public is well served by the issuance of an injunction where
confusion is likely. See Promatek Industries, Ltd. v. Equitrac Corp., 300 F.3d 808, 814 (7th Cir.
2002); see also Eli Lilly, 233 F.3d at 4609.

A preliminary injunction in this case is in the public’s interest because it will avoid any
possibility of confusion. Conversely, granting a preliminary injunction will not harm the public in
any way. Wrigley’s “tangy to sweet” gum will still be available, under a different name.

G. A Minimal Bond is Appropriate

Given the minor and completely avoidable inconvenience that a preliminary injunction may
cause to Wrigley as balanced against the immense and irreparable harm to Swerve and the public if
Wrigley’s infringement is allowed to continue, and given the high probability of Swerve’s success
on the merits, only a minimal bond should be required.

V. CONCLUSION

Swerve, and the public, will be irreparably harmed if Wrigley is allowed to continue using
the SWERVE mark on its artificially flavored and sweetened chewing gum. Swerve, therefore,
respectfully requests this Court to enter an Order granting a Preliminary Injunction requiring
Wrigley to immediately cease all use, advertising and promotion under the designation SWERVE
until final adjudication on the merits of Swerve’s counterclaims.

Dated:

Attorneys for Swerve IP, LLC
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

WM. WRIGLEY JR. COMPANY,

Counter-Defendant, Case No.

V.
SWERVE IP, LLC,

Counter-Claimant.

N N N N N N N N

WRIGLEY’S OPPOSITION TO SWERVE’S MOTION FOR A
PRELIMINARY INJUNCTION



l. INTRODUCTION

This preliminary injunction motion is not motivated by a genuine concern to stop
irreparable harm. Rather, it is a tactic to support Defendant’s attempts to extract payment from a
perceived “deep pocket” that has lawfully used the word “swerve” on an unrelated product.
Chasing more revenue, Defendant’s new owners decided to abandon marketing SWERVE
sweetener exclusively as a unique all-natural sweetener sold through specialty outlets to highly
discriminating consumers. Defendant’s new business plan is to pitch use of the sweetener as an
ingredient.

Because Wrigley’s use of “swerve” to identify one of a dozen flavors of gum in its
popular 5 brand without payment threatens Defendant’s business model, Defendant is advocating
an implausible and legally unavailable theory of trademark infringement. Defendant cannot
justify entry of the extraordinary relief of a preliminary injunction where Defendant has, at best, a
weak case on the merits, concedes its only harm is monetary and compensable, and the requested
relief would put Wrigley at risk for tremendous and immeasurable harm to its invaluable
relationships with its distribution partners and consumers in the highly competitive gum category.

1. BACKGROUND
A. Wrigley’s Top Selling 5 Brand Gum.

In 2007, Wrigley introduced 5 brand sugar-free gum as the newest brand in its portfolio.
From the start, the sleek, futuristic, black packs of 5 brand gum stood out amidst a carnival of
colors in the chewing gum aisle as a uniquely stylish premium gum with a distinctive branding
theme. Under the consistent tagline STIMULATE YOUR SENSES, 5 brand gum is marketed
around the idea of extreme sensory experiences, including by offering long-lasting flavors. The 5

brand is now the third most popular gum in the United States. Like other Wrigley gums, 5 brand



gum is overwhelmingly sold through big box retail, supermarkets, drugstores, convenience stores,
and club warehouses like Costco in a chewing gum aisle or at a check-out counter, and is not

marketed to health food stores, including Whole Foods Markets.

5 brand gum’s thematic branding extends to flavor names:

5 brand gum’s consistent trade dress, flavor descriptions, coloring, and flavor names all provide
clear cues so that the consumer can instantly differentiate among multiple flavors typically
displayed together.

B. Last Summer, Wrigley Starts Selling “A Tangy to Sweet Tropical” Flavor
of 5 Brand Gum Indicated as “swerve.”

OnJuly 1, 2011, 9 months before Defendant sought this preliminary injunction, Wrigley
launched its newest flavor of 5 brand gum, “swerve,” after clearing the name in accordance with
its standard procedures. Styled as “a tangy to sweet tropical,” “swerve” was selected to evoke the
gum’s flavor transition from “tangy” to “sweet tropical.” Like the other 5 brand gum flavors,
“swerve” is not used to refer to an ingredient or characteristic of the gum, and is always

subordinate to the “5” and WRIGLEY marks, connected with the 5 brand gum trade dress.

N-....A TANGY TO SWEET TROPICAL
w FICIA

| 15 PIECES SUGARFREEGUM

C. Neither Wrigley Nor Its Competitors Market All-Naturally Sweetened Gum.

As with all of Wrigley’s gums, 5 brand gums contain a mix of sweeteners. None are



sweetened with only “natural” sweeteners. Wrigley never calls out the sweetener brand on its
product packaging or marketing materials because it simply does not help position or differentiate
a chewing gum in the current marketplace. Because consumers expect their gum to maintain
sweetness and flavor beyond the first five minutes of chewing, sugar substitutes alone are not
adequate sweeteners, and there are currently no economical, all-natural, high potency sweeteners
adequate for Wrigley or its mainstream competitors to include as an ingredient.

D. Defendant Tries to Capitalize on Wrigley’s Use of “swerve.”

In October 2010, Wrigley filed a trademark application SWERVE based on an intent-to-
use it for gum. Defendant did not contact Wrigley to object to this proposed use. And the USPTO
approved the application, consistent with the USPTO’s standard practice to allow the registration
of multiple marks for both “sweeteners” and other food products in International Class 30 by

unrelated parties, including but not limited to:

Mark Sweetener Registration Additional Class 30
(U.S. Reg. No.) Registration(s) (U.S. Reg. No.)
IDEAL “sugar substitute” (3,655,825)

GLOBE “natural sweeteners” (2,305,213)




Mark

Sweetener Registration
(U.S. Reg. No.)

Additional Class 30
Registration(s) (U.S. Reg. No.)

EQUAL/EQUAL
EXCHANGE

“low calorie tabletop sweetener”
(1,318,800)

“coffee, chocolate powder, sugar,
chocolate candies...” (3,342648)

WICKED GOOD

“natural sweeteners” (3,733,099)

“cookies” (1,925,715)

CANDYS/ “natural sweeteners,” (3,793,803) “tortillas” (2,624,448)

CANDY’S

BEST OF ALL “natural sweetener” (3,779,037) “mixes and bases, icing

(design)/ preparations” (1,256,272)
BESTOVALL

ROMA “artificial sweetener” (3,486,352) “coffee” (2,108,325); “frozen pizza”

(3,839,799

Defendant opposed registration of Wrigley’s mark after publication in March 2011 but

still did not object to the planned use. Wrigley immediately reached out to counsel to explain that

it planned to use “swerve” as a flavor indicator for 5 brand gum and sent Defendant sample

packaging of the soon-to-launch product, seeking to settle the Opposition to registration.’

Neither at that time, nor until the “swerve” flavor had been in the market for almost six months,

did Defendant demand that Wrigley stop its use of “swerve” in the marketplace; rather, it limited

discussion to Wrigley’s ability to register SWERVE before the USPTO. Only after Defendant

finally realized in late 2011 that “swerve” flavor gum was being sold did Defendant demand a

monetary payment from Wrigley if it wanted to continue to sell that gum.

Wrigley filed its Complaint on December 29, 2011. While Defendant waited sixty (60)

! Courts considering statements made during settlement negotiations recognize that statements
offered for purposes other than establishing liability, such as to show knowledge and intent,
should not be excluded under Fed. R. Evid. 408. See Zurich American Ins. Co. v. Watts
Industries, Inc., 417 F.3d 682, 689 (7th Cir. 2005).
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days to respond, it again approached Wrigley, seeking to extract an even larger monetary
payment to permit continued use of “swerve” as a flavor of its 5 brand gum. Wrigley again
refused. Three months later, and nine months after the “swerve” flavor launched, Defendant now
seeks to enjoin use of the flavor name, claiming immediate and non-compensable harm.
Meanwhile, Defendant’s counsel proposed a settlement in which Wrigley simply pays a fee to
Defendant based upon the length of use of the mark.

E. Defendant Sacrifices the “All-Natural” Niche to Leverage SWERVE
Sweetener as a Mainstream Food Ingredient.

Branded an all-natural sweetener and sold in single use packages for beverages or one-
pound bags for baking, SWERVE sweetener is not sold in convenience stores, with no current
intent to change that. Defendant’s target retail customers are women ages 38-60s, particularly
those with health reasons (such as diabetes) to pursue a sugar-free baking substitute. These
health-conscious purchasers are sophisticated, and scrutinize labels to confirm that products are
all-natural. The sweetener is far more expensive than mainstream artificial sweeteners.

In 2011, Defendant acquired SWERVE sweetener from its predecessor. Defendant
realizes that companies will not pay to use its brand and is prepared to sell the product on an
unbranded basis. SWERVE sweetener is currently used in a variety of specialty health and
nutrition products. The SWERVE mark is currently co-branded only on Aunt Sally’s Lite
Pralines, a New Orleans regional treat that is neither sugar-free nor all-natural.

Wrigley’s use of “swerve” as a flavor does not adversely affect Defendant’s sales efforts.

1.  ARGUMENT

Defendant cannot meet its burden to justify the extraordinary relief it seeks. “[T]he

granting of a preliminary injunction is an exercise of a very far-reaching power, never to be

indulged in except in a case clearly demanding it, presumably because it constrains one of the



party’s freedom to engage in . . . non-criminal behavior.” Schwinn Bicycle Co. v. Ross Bicycles,

Inc., 870 F.2d 1176, 1181 (7th Cir.1989) (vacating preliminary injunction); see RWT Corp. v.

Wonderware Corp., 931 F. Supp. 583, 592 (N.D. Ill. 1996) (denying preliminary injunction in

reverse confusion case despite likelihood of success on merits and showing of irreparable harm).

Defendant must show “(1) it has some likelihood of success on the merits; (2) no

adequate remedy at law exists; and (3) it will suffer irreparable harm if the injunction is not
granted.” Kastanis v. Eggstacy LLC, 752 F.Supp.2d 842, 847 (N.D. Ill. 2010) (denying motion
for lack of likelihood of confusion). If Defendant can meet this hurdle, the Court must
consider potential harm to Wrigley and the consequences to the public of denying or granting
the injunction, and “employ a sliding scale in weighing the likelihood of success against the
harm to each party and the public in determining the appropriateness of a preliminary
injunction.” Chicago Tribune Co. v. Fox News Network, LLC, 520 F.Supp.2d 930, 940 (N.D.
I11. 2007) (denying injunction even though plaintiff showed “a possibility” of success).

A Any Unlikely Injury Suffered by Defendant Could be Compensated
by Money and is Neither Irreparable Nor Imminent.

While Defendant cites law establishing the presumption of irreparable harm and
inadequate remedy at law, it offers no evidence of such harm. To the contrary, this presumption
is overcome by Defendant’s admissions that any damage can be compensated by money. See
Vienna Beef, Ltd. v. Red Hot Chicago, Inc., No. 11 C 3825, 2011 WL 2516515 (N.D. Ill.

June 21, 2011) (presumption of irreparable trademark harm is rebuttable); Tiber Laboratories,
LLC v. Hawthorn Pharmaceuticals, Inc., 527 F. Supp. 2d 1373, 1379 (N.D. Ga. 2007)
(irreparable harm is precluded by willingness to license intellectual property, here, patents).
Defendant’s repeated attempts to extract escalating amounts of payment from Wrigley

demonstrate that its intent to profit off any use of “swerve” on food products is consistent with



Defendant’s stated goals for its new business. In fact, the only current trademark licensing
agreement in place is for Aunt Sally’s Pralines, a product that is neither sugar-free nor all-
natural. In short, it has put its reputation for being exclusively all-natural up for sale.

Defendant’s claimed loss of control is empty rhetoric. Any potential damage to Defendant
could be repaired by Wrigley paying a royalty for use of the SWERVE mark. As to royalty amount,
whether there is any value to licensing the SWERVE mark beyond publicity to Defendant is
debatable. Regardless, a monetary remedy would be appropriate instead of the “serious remedy” of a
preliminary injunction. Chicago Tribune, 520 F. Supp. 2d at 940.

Defendant alludes to “immeasurable” harms but offers no evidence. Br. at 12. Itis
insufficient to merely reference irreparable harm when “neither the nature nor quality of the
alleged harm is precisely explained.” Twentieth Century Fox Film Corp. v. Marvel Enter., Inc.,
155 F.Supp.2d 1, 43-44 (S.D.N.Y. 2001) (denying injunction despite allegations infringement
diluted brand, noting “the record does not suggest that any harm to Fox is actual or imminent”).
Harm that is hypothetical and inexplicable should not be given weight against the real damage
Wrigley would face if enjoined. Johnson Pub. Co., Inc. v. Willitts Designs Int'l, Inc., No. 98 C
2653, 1998 WL 341618, at *8-9 (N.D. Ill. June 22, 1998) (denying motion as evidence of
irreparable harm was “weak’” when based solely on presumption of harm).

Defendant’s generic pleas of harm should be further discounted as speculative. “[A]
plaintiff’s entitlement to preliminary injunctive relief requires it, in addition to showing that its
harm is irreparable, to show that the harm is ‘imminent’ as well.” See United Asset Coverage,
Inc. v. Avaya Inc., 409 F. Supp. 2d 1008, 1041 (N.D. Ill. 2006) (denying preliminary injunction
for antitrust violation). At present, Defendant has total control over the use of SWERVE for

natural sweetener, the limits of its federal registration. Defendant’s convoluted theory of



potential harm is certainly not imminent nor affecting its current marketing activities.

B. An Injunction Would Severely Damage Wrigley, Both Financially
and Intangibly.

In contrast to Defendant’s speculations, Wrigley offers specific evidence as to how its
harm would be real and immediate if enjoined. The immediate financial impact would be
significant, representing lost packaged inventory, raw materials, lost sales, and rebranding
costs. But the deeper and irreparable harm would come from damaged relationships with
retailers and distributors who lose trust in Wrigley. Contrary to Defendant’s assertion, Wrigley
cannot simply swap out flavors on shelves because a retailer will look to replace the “swerve”
flavor with the next best product. A company’s share of shelf space is the single greatest
predictor of sales to consumers, and such a loss would impact not only the 5 brand, but other
brands and future Wrigley products for years to come. Similarly, Wrigley cannot just swap
the “swerve” flavor back in, were a preliminary injunction issued erroneously. See Chicago
Tribune, 520 F. Supp. 2d at 940-941 (balance of hardships weighed in favor of defendant
forced to change television show name back if it prevailed at trial). Consumers would also
lack choice and be dissatisfied, a bigger damage than Defendant’s hypotheticals.

Even if the Court concludes Defendant has established an adequate likelihood of
success, the balance of harms tips strongly against entering an injunction due to the concrete
and severe damage to Wrigley’s retailer, distributor, and consumer relationships, and sizeable
financial cost. See The Little Tikes Co. v. Kid Station Toys, Ltd., No. 08 C 1935, 2008 WL
1805379, at *5-6 (N.D. Ill. Apr. 18, 2008) (denying injunction despite adequate likelihood of
success because the balance of harms was “tipping strongly” in defendant’s favor, where
defendant claimed loss of “business reputation, goodwill and existing sales network™); Breuer

Elec. Mfg. Co. v. Hoover Co., No. 97 C 7443, 1998 WL 427595, at *17 (N.D. Ill. July 23,



1998) (denying preliminary injunction despite better than negligible chance of success, as
defendant would be significantly harmed by replacing infringing products, remaking
advertising, and “damaging relationships with retailers”).

C. The Public Interest Militates Against a Preliminary Injunction.

Although the public has an interest in not being confused about products, it has an
equal, if not greater, interest in marketplace competition and preventing monopolization of
words. If enjoined, Wrigley cannot simply “tape over” the word “swerve.” Meanwhile,
Wrigley is likely to lose shelf space to its competition, depriving the public of both this
tropical flavor as well as future, unrelated products. “Where it is a close decision whether
equitable relief should be granted it is important to remember that the public benefits greatly
from competition.” Platinum Home Mortg. Corp. v. Platinum Fin. Group, Inc.,

No. 97 C 5293, 1997 WL 567909, at *1 n.1 (N.D. Ill. Sept. 5, 1997), aff'd and remanded,
149 F.3d 722 (7th Cir. 1998); see August Storck K.G. v. Nabisco, Inc., 59 F.3d 616, 619 (7th
Cir. 1995) (“Although the benefits of competition do not justify the introduction of products
that engender substantial confusion, when the plaintiff’s showing is as thin as Storck’s the
interests of the public carry the day.”).

Further, Defendant’s expansionist view of the relatedness of goods risks harming the
public interest “by allowing the word [here, ‘swerve’] to be monopolized by [Defendant] in the
way [it seeks] here.” Kastanis, 752 F. Supp. 2d at 859. If there is any doubt, the public
interest should tip resolution in Wrigley’s favor.

D. There is No Likelihood of Confusion.

Evaluation of the merits should be limited to Defendant’s (not actionable) theory that it

will lose credibility among its consumers because they see “swerve” on an artificially-



sweetened product (other than licensed pralines). But even if the Court undertakes an analysis
of traditional factors considered for actionable reverse confusion, none support the requested
injunction. The Seventh Circuit considers seven factors when evaluating whether (forward or
reverse) likelihood of confusion exists: (1) similarity between the parties’ marks;

(2) similarity of the products; (3) area and manner of concurrent use; (4) evidence of actual
confusion; (5) the degree of care likely to be used by consumer; (6) the strength of movant’s
mark; and (7) Wrigley’s intent. Kastanis, 752 F. Supp. 2d at 850. While no factor is
dispositive, three are especially important—similarity of marks, intent, and evidence of actual
confusion. Id. at 851. In areverse confusion case, it is not enough that consumers may think
Wrigley ripped off Defendant. See Peaceable Planet, Inc. v. Ty, Inc., 362 F.3d 986, 993-94
(7th Cir. 2004) (remanding to determine whether confusion is likely).

1. The Marks as Encountered by Consumers Are Sufficiently Dissimilar.

Defendant improperly focuses on the bare word mark SWERVE, instead of the marks
as encountered by consumers. It is hornbook law that the similarity of the two marks must be
considered “in light of what happens in the marketplace.” See Chattanoga Mfg., Inc. v. Nike,
Inc., 140 F. Supp. 2d 917, 925 (N.D. Ill. 2001) (granting summary judgment against reverse
confusion claim and noting that added logos, designs, and other markings mitigate otherwise
identical JORDAN marks). The Court should follow this ample precedent and find the marks

dissimilar, due to their highly different presentation:
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Defendant’s use is as the name of a branded product, in a style connoting home-cooking,
naturalness, and a simpler era. Defendant always depicts SWERVE in script near a multi-
colored bird, aside from legacy product using a similar script.

In contrast, Wrigley uses “swerve” only to denote a flavor of 5 brand gum, following
established placement and font cues for all 5 brand gum flavors, and “swerve” is always
subordinate to the WRIGLEY’S and 5 brand marks, and featured against a black background
with a pop of color, and in packaging and/or advertising that is sleek, futuristic, and highly
stylized. 5 brand gum consumers are therefore habituated to recognize “swerve” as denoting a
flavor of gum, with no relationship to the sweetener in the gum or Defendant. The Court
should therefore find the marks dissimilar as a matter of law. See Greenv. G. Heileman
Brewing Co., Inc., 755 F. Supp. 786, 788-90 (N.D. Ill. 1991) (denying preliminary injunction,
finding SUPERTICKETS marks dissimilar due to “differen[ces] in color and layout,” and
“print style,” and proximity to house mark “substantially diminished” likelihood of confusion).

2. Chewing Gum is Not Similar or Comparable to Natural Sweetener.

“[R]everse confusion is most likely in cases involving competing or related products.
When products are . . . not related, the likelihood of confusion diminishes dramatically.”
Checkpoint Sys., Inc. v. Check Point Software Tech., Inc., 269 F.3d 270, 303-304 (3d Cir. 2001)
(affirming finding of no reverse confusion). Here, artificially flavored chewing gum and all-
natural sweeteners are neither “reasonably interchangeable” nor related to each other. Defendant
offers no evidence that consumers think companies that manufacture chewing gum also
manufacture sweetener or vice versa, and courts have repeatedly held that food products are not
necessarily related. For example, courts have found hot breakfast foods not sufficiently related to

breakfast cereals sold in the same supermarket, because they are likely to have different
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consumers. See Worthington Foods, Inc. v. Kellogg Co., 732 F. Supp. 1417, 1439 (S.D. Ohio
1990) (cold breakfast cereal unrelated to hot breakfast products).? The record demonstrates that
the parties’ respective customers are not similar and are actually opposite.

Defendant argues that sugar-free gum and sweeteners are inherently related, but offers
no examples of an all-naturally sweetened mass marketed chewing gum. This is because none
exist. Most all-natural sweeteners (including erythritol, the primary ingredient in SWERVE
sweetener) “chew out” in under five minutes, after which the gum lacks flavor and acquires a
rubbery or bitter taste. An all-natural sweetener like SWERVE must be combined with an
artificial high potency sweetener, thus, the gum could not be marketed as “all-naturally
sweetened.” SWERVE sweetener is particularly unsuitable for chewing gum since erythritol
is significantly more expensive and lacks favorable chemical properties to substitutes like
sorbitol, and faces obstacles to use in gum from numerous patents and patent applications.

Nor are the products related because Defendant hopes to one day maybe enter the
chewing gum market. As described above, substantial barriers prevent companies like
Wrigley from featuring an all-natural chewing gum, or using SWERVE sweetener in
particular. While Defendant may have high aspirations, little suggests that this will change
anytime soon.

Even if consumers recognized Wrigley’s “swerve” mark, nothing suggests a spill-over
association with sweetener or consumer belief that Wrigley has sponsored SWERVE
sweetener. Wrigley does not make sweeteners, and to Wrigley’s knowledge, sweetener

companies do not make gum. Wrigley never calls out the sweetener brand on its packaging or

?See also Lever Bros. Co. v. Winzer Co. of Dallas, Inc. 326 F.2d 817 (C.C.P.A. 1964) (no
confusion between dishwashing and laundry detergent although both in supermarket); Hot
Shot Quality Prod., Inc. v. Sifers Chem., Inc., 452 F.2d 1080 (10th Cir. 1971) (same regarding
insecticide and stain remover); Hi-Country Foods Corp. v. Hi Country Beef Jerky, 1987 WL
123839 (T.T.A.B. July 30, 1987) (all food products not necessarily related).
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marketing materials because it is simply not a selling point for consumers. Back in the 1980s
(the last time Wrigley co-branded its gum with a sweetener), placement of the sweetener brand
was quite different from Wrigley’s current use of “swerve,” and the examples of niche
chewing gum and unrelated candy submitted by Defendant show similar uses like “sweetened
with__.”

3. There is Little Overlap in Area and Manner of Concurrent Use.

Defendant asserts little more than that both parties sell in online stores. “Merely
because goods are commonly sold within one store under the same roof does not automatically
mean that buyers are likely to be confused by similar marks on disparate goods as to source,
connection or sponsorship.” It is well-established that two products in a supermarket or
convenience store may not be related, and online retailers like Amazon.com (the only place the
parties” products are allegedly both sold) offer an even larger variety of products that could not
be housed under a single physical roof.

4, The Lack of Actual Confusion Disproves Defendant’s Position.

Defendant concedes that it is aware of no instances of actual confusion. Nor is Wrigley.
“It is reasonable and proper to infer from the absence of any evidence of actual confusion that
there is no likelihood of confusion.” Ohio Art Co. v. Lewis Galoob Toys, Inc., 799 F. Supp.
870, 884 (N.D. Ill. 1992) (denying motion for preliminary injunction). This factor strongly
weighs in favor of Wrigley.

5. Defendant’s Customers Exercise a High Degree of Care.

Defendant mistakenly focuses on Wrigley’s consumers for this factor. Instead, in
cases of reverse confusion, “the consumers relevant to the purchaser sophistication enquiry

are those who purchase” the senior user’s products, for that is the subset that may be confused.
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Sterling Drug, Inc. v. Bayer AG, 14 F.3d 733, 742 (2d Cir. 1994). Defendant admits its
potential customers are “more sophisticated about what’s natural and what’s artificial than
your average customer,” who “will read [Wrigley’s] packaging” and know it is not all-natural.
Other courts have found similar customers exercise a high degree of care, since “consumers
purchase ‘healthy’ products quickly, but not impulsively or carelessly.” Luigino’s, Inc. v.
Stouffer Corp., 170 F.3d 827, 831 (8th Cir. 1999) (affirming finding of non-infringement); see
Nature’s Best, Inc. v. Ultimate Nutrition, Inc., 323 F. Supp. 2d 429, 434 (E.D.N.Y. 2004)
(denying preliminary injunction, stating “consumers selecting products or treatments that
‘affect their physical appearance and health” are ‘likely to exercise a great deal of care’”). T o
the extent Defendant succeeds in becoming an ingredient company, its corporate customers
are surely likely to exercise a high degree of care in evaluating a potential acquisition.

A similar case denying a preliminary injunction due to alleged reverse confusion and
confusion of sponsorship is instructive. When Kellogg, another large consumer products
company, launched its inexpensive HEARTWISE cereal, the court rejected claims by plaintiff, a
smaller healthy foods company, based on prior use of HEARTWISE. Even though both parties
marketed inexpensive breakfast foods sold in mass groceries, the court noted the “heightened
awareness of health and healthy foods raises the standard of care which the reasonable purchaser
of the parties’ products would exercise.” Worthington, 732 F. Supp. at 1448.

6. SWERVE is Not a Strong Mark.

Because Defendant alleges reverse confusion, the Court should consider the commercial
strength of Defendant’s mark as well as whether Wrigley has “overwhelm[ed] the market” by
introducing a strong mark into a shared marketplace. Checkpoint Sys., 269 F.3d at 303-04

(affirming finding of no reverse confusion). “For the purposes of reverse confusion, it is the
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strength of the mark of the junior user . . . that is more important.” Breuer Elec. Mfg., 1998 WL
427595, at *14 (denying preliminary injunction).

Here, neither mark is strong. Defendant admits SWERVE has low awareness among its
customers, and is not yet successful as a brand. Since SWERVE is a common English word, it is
not as arbitrary or fanciful as sweeteners like SPLENDA or NUTRASWEET. See Kastanis,
752 F. Supp. 2d at 855 (“[A] party’s subjective, self-serving view of its own alleged trademark is
not competent evidence.”).

Nor does Wrigley’s use approach the saturation point needed for reverse confusion. All
uses of “swerve” have been subordinate to the WRIGLEY’S and 5 house marks, and 5 brand
trade dress, and in line with all 5 brand flavor name uses. Particularly since Defendant admits
WRIGLEY’S is famous, and since the 5 brand stylization is so distinctive, it is highly unlikely
Wrigley’s subordinate use of “swerve” is strong enough to affect Defendant’s interests.

7. Intent is Irrelevant in Claims of Reverse Confusion.

The Court has repeatedly held that intent is “essentially irrelevant” in claims of reverse
confusion. See World Wide Sales, Inc. v. Church & Dwight Co., Inc., No. 08 C 1198, 2009 WL
3765881, at *7 (N.D. Ill. Nov. 9, 2009) (granting summary judgment against reverse confusion
claim), Chattanoga Mfg., 140 F. Supp. 2d at 930 (same); see also Sands, Taylor & Wood Co. v.
Quaker Oats Co., 978 F.2d 947, 960-61 (7th Cir. 1992).

The law cited by Defendant does not contradict this standard, but merely notes that
“[s]Jome courts” evaluate whether the junior user ignored the senior user’s rights. See Imperial
Toy Corp. v. Ty, Inc., No. 97 C 8895, 1998 WL 601875, at *6 (N.D. Ill. Sept. 9, 1998). Here,
Wrigley did not “ignore” Defendant’s registration, but conducted a search and cleared the use of

“swerve” in accordance with its standard protocols. Courts evaluating reverse confusion claims
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have held that such searches disprove that the junior user intended to receive a benefit from being
associated with the senior mark. See R.J. Corr Naturals, Inc. v. Coca-Cola Co., No. 97 C 1059,
1997 WL 223058, at *6 (N.D. II. Apr. 29, 1997).

Wrigley’s reasonableness is supported by multiple registrations of identical marks in
class 30 for sweeteners by one party and food products by another. See supra 8§ II(D); Ex. 2. In
fact, Defendant’s predecessor applied for SWERVE at a time when Coca Cola held an active
registration for SWERVE in class 30.

Because of the dissimilarity of the marks and products, and in light of the lack of actual
confusion, the high degree of care shown by health-conscious consumers, and overall weakness
of the mark, Defendant has not demonstrated an adequate likelihood of confusion to prevail.

E. A Sizeable Bond Would be Necessary Given the Potential Harm to Wrigley.

In the event the Court grants Defendant’s Motion, it should set a high bond covering the
amount necessary to make Wrigley whole, as an “error in setting the bond too high . . . is not
serious,” but “an error in the other direction produces irreparable injury, because the damages for
an erroneous preliminary injunction cannot exceed the amount of the bond.” See Mead Johnson
& Co. v. Abbott Labs., 201 F.3d 883, 888 (7th Cir. 2000). Wrigley asks that it be afforded the
opportunity to present evidence at a hearing to support the amount of a bond it will need (well
over $2,000,000), should the Court grant the present motion.

IV. CONCLUSION

For the foregoing reasons, Wrigley respectfully requests that the Court DENY

Defendant’s motion for a preliminary injunction in its entirety.

Dated:

Attorneys for Wm. Wrigley Jr. Company
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. INTRODUCTION

Wrigley’s response to Defendant’s motion for a preliminary injunction is primarily
directed to rebutting the presumption of irreparable harm to Defendant resulting from Wrigley’s
use of the SWERVE mark as the name of one of its 5 gum products. Towards this end, Wrigley
attempts to paint Defendant as a shake-down artist." (Wrigley’s Opp.).

Wrigley’s argument is entirely based on a false premise: that consumers only value all-
natural ingredients in all-natural products. Wrigley offers no support for its implicit assumption,
and it is flatly contradicted by Wrigley’s own testimony and actions, as well as other products on
the market that are not all-natural but boast of all-natural flavorings and sweeteners.

More troubling is Wrigley’s attempt to buttress its argument by taking the extraordinary
step of disclosing the parties’ settlement discussions. Beyond the legal impropriety of this,
Wrigley’s contention that Defendant did not demand that Wrigley cease using the SWERVE
mark until after Wrigley had launched its gum product (Opp.) is flatly untrue.

Similarly, Wrigley’s contention that a likelihood of confusion does not exist between
Defendant’s mark and its use of SWERVE on gum is belied by Wrigley’s own history of
trademark oppositions and documents refuting Wrigley’s attempt to differentiate between buyers
of the two products. Above and beyond its own history of co-branding with the artificial
sweetener NutraSweet, Wrigley has directly acknowledged the relatedness of gums and
sweeteners in the context of trademark confusion and offers no evidence against Defendant’s

numerous examples linking the two products.

! For the ease of comparison, Defendant’s Reply Brief refers to the parties by the same names
Wrigley uses in its Response Brief.
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1. WRIGLEY FAILS TO REBUT THE PRESUMPTION OF IRREPARABLE
HARM

Wrigley correctly notes that when evaluating a motion for a preliminary injunction, the
presumption of irreparable harm resulting from trademark confusion can be rebutted. However,
Wrigley has failed to do so. (Opp.). Wrigley is implicitly arguing that Defendant’s reputation as
an “all-natural sweetener,” which Wrigley is now imperiling, is only valuable to consumers of
all-natural products. Wrigley offers no evidence in support of its assumption, and in fact,
evidence from Wrigley and third parties demonstrates that the opposite is true.

A. Wrigley Acknowledges Value of All-Natural Ingredients in Gum Products

Wrigley has both explicitly and implicitly acknowledged the commercial value of all-
natural sweeteners in gum products. Wrigley also acknowledges the commercial value of
erythritol (the natural sweetener found in SWERVE) specifically in gum products through its
“numerous patents and patent applications” relating to gums sweetened with erythritol. Wrigley
clearly sees the value of all-natural sweeteners in its own gum market, yet argues it is somehow
remarkable that a maker of this sweetener would both value its “all-natural” characteristic and
seek to market the sweetener to gum manufacturers.?

B. Other Products Boast Natural Flavors and Sweeteners in Response to Customer
Demand

Other product manufacturers have recognized the commercial appeal of natural
ingredients in products that are far from all-natural. For example, Vicks’® brand of “Nature
Fusion” cough and cold medicines are flavored with honey. The press release that accompanied
the product stated the company was responding to market demand, noting “[r]esearch shows that

consumers increasingly desire more natural and less artificial ingredients in their over-the-

2 For example, Wrigley’s U.S. Patent No. 5,397,579 (now expired) cites numerous advantages
for erythritol-sweetened gums, such as lower costs compared to the natural sweetener xylitol,
manufacturing advantages, and stability of the gum product in humid environmental conditions.

2
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counter medications” and “consumers increasingly seek natural ingredients in the products they
use.” YoCrunch frozen yogurt used the natural sweetener Truvia® to distinguish the product
from artificially-sweetened low calorie yogurts, resulting in a 20% increase in sales in the first
year the natural sweetener was used.

C. Defendant Refused Wrigley’s Demands for a Long-Term License of SWERVE
for Artificially Sweetened Gums

Perhaps anticipating that its attempt to circumscribe the natural sweeteners market would
fail, Wrigley takes the extraordinary step of disclosing settlement negotiations. Wrigley contends
that it sent samples of its intended packaging to Defendant “immediately after” Defendant filed
its opposition in March of 2011 and that Defendant waited until after the gum had been on the
market for six months (“late 2011”) before objecting to Wrigley’s use. (Opp.). This is patently
false. Wrigley sent Defendant the proposed packaging in question in May of 2011.3

D. Wrigley’s Allegations About Defendant’s Existing Marketing
Efforts Demonstrate Irreparable Harm Is Both Occurring and Imminent

The key, which Wrigley mocks, is indeed “loss of control.” This loss of control also
distinguishes Wrigley’s case law cited to support the contention that money damages would be
sufficient to compensate Defendant.

E. A Preliminary Injunction Would Not Cause Wrigley Severe Damage

Moreover, Wrigley is not in a position to claim irreparable harm given that it had full
knowledge of the potential consequences of its actions when it began using the SWERVE mark.
Lettuce Entertain You Enterprises, Inc. v. Leila Sophia AR, LLC, 703 F. Supp. 2d 777, 791 (N.D.
111 2010) (preliminary injunction granted). The record is clear that Wrigley both knew of

Defendant’s registration and that Defendant objected to its proposed use of the mark prior to

¥ At no time during these negotiations did Wrigley inform Defendant that it had commenced use
of the mark.
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Wrigley’s product launch. Under these circumstances Wrigley bears the risk of any damages
resulting from their actions. 1d.
F. The Public Interest Is Served By a Preliminary Injunction

Wrigley presents an argument that would effectively ban preliminary injunctions
involving related goods. Wrigley gives lip service to the public’s interest in not being confused
about products, but then eviscerates this interest by arguing it is outweighed by the loss of one of
its tropical flavored gums. Wrigley argues that Defendant is taking an “expansionist” view of the
relatedness of goods, yet, as discussed infra, Wrigley has asserted to the U.S. Patent and
Trademark Office that gums and sweeteners are related goods. Wrigley’s own history of co-
branding with sweeteners and the ample number of examples presented by Defendant in its
opening brief establishes that it is not seeking to “monopolize” its mark.

1. LIKELIHOOD OF CONFUSION FACTORS

Wrigley concedes priority of use and registration of the SWERVE mark. Therefore,
Defendant’s discussion is limited to the likelihood of confusion factors. In this case, all but one
of the likelihood of confusion factors favors Defendant.

A. Similarity of the Marks

It is inarguable that the marks in this case are not merely similar but identical. Wrigley’s
own case law, a side-by-side comparison, and consideration of how the marks are presented in
the marketplace, all confirm the similarity of the marks.

It is true that a comparison of two marks should be made in light of what happens in the
marketplace. Ty, Inc. v. Jones Group Inc., 237 F.3d 891, 898 (7th Cir. 2001) (preliminary
injunction affirmed). However, comparison should not be made merely by looking at the two

marks side-by-side. Id. A mark must be evaluated on its likely effect upon consumers who do
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not have both labels before them, “but who may have a general, vague, or even hazy, impression
or recollection” of the marks. Forum Corp. of North Amer. v. Forum, Ltd., 903 F.2d 434, 440
(7th Cir. 1990). Where one word or feature of a trademark is the salient portion, it is given
greater weight than the surrounding elements. It is inappropriate to focus on minor differences to
determine if confusion is likely if the public does not encounter the marks together. Id.

Wrigley contends that, although the products are not encountered side-by-side in the
marketplace, inclusion of additional logos and designs in its packaging mitigates the similarity of
“otherwise identical . . . marks.” (Opp. (citing Chattanoga Mfg., Inc. v. Nike, Inc., 140
F.Supp.2d 917, 925 (N.D. IL 2001)). However, a careful reading of Wrigley’s premier case
reveals that the Court in Chattanoga actually found that “because the marks themselves are
nearly identical, we cannot say that, as a matter of law, the other markings successfully mitigate
the similarity.” Chattanoga, 140 F.Supp.2d at 925. If courts adopted Wrigley’s expansive
position, would-be infringers could use identical marks with impunity by merely changing the
font or adding design elements.

The salient portion of the marks at issue in this case is the word SWERVE. Wrigley
attempts to differentiate two identical word-marks by focusing on stylistic differences in an
improper side-by-side comparison. However, even Wrigley’s own comparison shows that the
marks are displayed in the same orange color. Wrigley’s argument that these marks are
dissimilar “as a matter of law” should be given no weight, particularly when it is contradicted by
Wrigley’s own case law.

Finally, Wrigley’s reliance on the use of its well-known WRIGLEY and 5 marks is
misplaced. In a reverse confusion case, close association with a house-mark increases the

likelihood of reverse confusion because it strongly connects the senior user’s mark with the junior
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user’s name. Sands Taylor & Wood Co. v. Quaker Oats Co., 978 F.2d 947, 958 (7th Cir. 1992).
Here, Wrigley’s use of multiple additional marks increases the likelihood that consumers will
associate the SWERVE mark strongly with Wrigley.
B. Relatedness of the Goods
Defendant has presented ample evidence of the close relationship between sugar-free
gum and sweeteners, including Wrigley’s own famous co-branding relationship with NUTRA-
SWEET. Wrigley’s contention that the goods are unrelated is hypocritical given its admission

that the goods are related in a prior Trademark Trial and Appeal Board (“TTAB”) proceeding.

Before being accused of trademark infringement by Defendant, Wrigley argued that
sweeteners and gums are related for the purposes of trademark confusion. Wrigley opposed
registration of a non-identical mark for use in connection with “sugar.” Wrigley alleged that
likelihood of confusion existed with Wrigley’s prior registration for the CITRUS MINT mark
for a flavor of chewing gum. Only now when it finds itself accused of trademark infringement
does Wrigley create an artificial gulf of distinction between gums and sweeteners.

Wrigley mistakenly claims that there is “no evidence that consumers think companies
which manufacture chewing gum also manufacture sweetener, or vice versa.” (Opp.)
(emphasis supplied). To the contrary, many companies who manufacture or sell chewing
gum also manufacture or sell sweeteners under the same brand. One of Wrigley’s competitors
has use-based trademark registrations for “sugar” and “chewing gum.” Wrigley’s well-known
co-branding partner owns use-based trademark registrations for “chewing gum” and “artificial
sweeteners.” Lotte Confectionary Co. owns multiple registrations covering “sugar” and
“chewing gum.” Even Wrigley’s own parent company has filed applications to register

trademarks claiming a “bona fide intent to use” a particular mark on *“sugar” and “bubble
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gum” in one case, “sugar substitutes” and “bubble gum” in another.

Wrigley claims Defendant is unable to provide examples of an all-naturally sweetened
mass marketed chewing “because none exist.” (Opp.). That is nonsense. Glee gum is all-
naturally sweetened and available in the same “mass market” stores as Wrigley’s SWERVE
gum. Wrigley also ignores Defendant’s overwhelming evidence of chewing gums that
prominently market the fact that they contain all-natural sweeteners.

Wrigley feebly argues that it is unlikely Defendant will ever co-brand its sweetener
with a chewing gum manufacturers.

Contrary to Wrigley’s misleading characterization of its market, there is significant
overlap in the parties’ prospective consumers. Exhibit 20 (90% female, and ages 35-54 is their
largest segment); Exhibit 21 (93% female); Exhibit 22 (83% female); Exhibit 23 (ages 35-44 is
the third largest segment); Exhibit 24 (71% female, and ages 35-44 is their third largest
segment). Finally, any incidental distinction between the target demographics here fails when
one considers the reality that SWERVE gum is prominently displayed at the check-out lines of
mass-market groceries and retail stores. Every demographic in society, young and old, is
exposed to Wrigley’s product.

C. Overlap in Manner of Use

Wrigley ignores the facts alleged in Defendant’s brief concerning overlap in the
manner of use, and the evidence supporting those facts. The parties’ goods are not merely
both sold in “online” stores, but also in the same specialty section. (Opp. (clearly showing that
SWERVE sweetener and SWERVE gum are found together in the “Grocery and Gourmet

Foods” section of Amazon.com)). Regional or not, it is not disputed that both products are
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found in grocery stores.*

As with online sales, Defendant has submitted undisputed evidence that SWERVE gum
and natural sweeteners are sold in the same section of brick-and-mortar stores, one aisle apart
in many instances. Moreover, the effect of any separation of the products in stores is
diminished by the fact that Wrigley’s SWERVE gum is also commonly found at the check-out
counter in most stores. Regardless of where in the store a particular consumer shops, they are
necessarily funneled through the checkout counter, where they are faced with SWERVE gum.
Nor does Wrigley dispute that the products at issue here are sold in close proximity in the same
stores, both on- and off-line. Moreover, Wrigley does not dispute that it promotes its 5 brand
gum line as a whole via social media sites, such as Twitter and Facebook.

D. Actual Confusion

Actual confusion is the only factor which does not favor Defendant. However, a party
need not show actual confusion in order to establish likelihood of confusion. Sands, 978 F.2d
at 960. Absence of actual confusion is less significant when the period in which the two
products have coexisted is a short one. CFM Majestic, Inc. v. NHC, Inc., 93 F. Supp. 2d 942,
955 (N.D. Ind. 2000). In this case, Wrigley’s SWERVE gum has been on the market for a
little over ten months. Given that short time-frame, and the fact that this is a reverse
confusion case, it is not surprising that the parties are not aware of any reports of actual
confusion. This is precisely why Defendant needs a preliminary injunction, to preserve the
status quo. Given the circumstances, the lack of actual confusion should be given little
weight. CAE, Inc. v. Clean Air Eng’g, Inc., 267 F.3d 660, 686 (7th Cir. 2001) (affirming

summary judgment of infringement) (because instances of actual confusion are difficult to

*The fact that Defendant is not in national chains and mass-retail stores like Target is but a
consequence of its size.
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discover, “the most that the absence of evidence of actual confusion can be said to indicate is
that the record does not contain any evidence of actual confusion known to the parties”).
E. Sophistication of Purchasers
Wrigley misunderstands the nature of reverse confusion as it applies to this factor. It
is precisely because Defendant’s customers care about the type of sweeteners that are in the
products they buy that the loss of control over the mark is so important. Consumers who care
about natural ingredients are more likely to draw upon their recollections about the ingredients
than consumers who are unconcerned with an artificial sweetener.
When the SWERVE mark begins appearing on directly competing gum and other
candy products, any distinction between consumers vanishes. Once again, this is why a
preliminary injunction is necessary.
F. Strength of the Marks
In the context of reverse confusion, courts in this district have adopted a two-prong
approach to evaluating mark strength. Chattanoga Mfg. v. Nike, Inc., 140 F. Supp. 2d 917, 927
n.10 (N.D. Ill. 2001). They consider both the conceptual strength (i.e. its level of distinctiveness)
and the commercial strength of the mark (i.e. how well-known the mark is among consumers).
Wrigley summarily concludes that SWERVE is not conceptually strong, but offers no
supporting evidence or explanation of how the term invokes either sweeteners or gum flavors.
Wrigley argues that SWERVE is not “fanciful”, like SPLENDA or NUTRASWEET. Defendant
agrees, which is why it asserts that SWERVE should be classified as an arbitrary mark. Arbitrary
marks may be words that are common in linguistic usage but which, when used with the products
they represent, neither suggest nor describe any characteristic of those goods. Ty, Inc. v. Jones

Group, Inc., 98 F. Supp. 2d 988, 994 (N.D. Ill. 2000). The evidence of record shows that
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Defendant owns a federal registration for the SWERVE mark, and the “term ‘SWERVE’ does
not suggest or describe any characteristic of the SWERVE sweetener product.” SWERVE is a
conceptually strong mark.

Commercial strength in reverse confusion cases is determined in terms of the mark’s
association with the junior user’s goods. TV Land, L.P. v. Viacom Int’l, Inc., 908 F. Supp. 543, 553
(N.D. Ill. 1995) (preliminary injunction granted in reverse confusion case). Wrigley does not dispute
this, but argues that the consideration should also be given to the commercial strength of the senior
user’s mark, while asserting that Defendant’s mark is commercially weak. (Opp.). Even adopting
Wrigley’s approach, a “plaintiff with a commercially weak mark is more likely to prevail ona
reverse confusion claim.” Chattanoga, 140 F. Supp. 2d at 927, n. 10.° That is the nature of
reverse confusion. Wrigley’s admission of the commercial weakness of Defendant’s mark
increases the likelihood of reverse confusion.

G. Intent

Wrigley asserts that while intent is “especially important” in determining likelihood of
confusion, it is “essentially irrelevant” in claims of reverse confusion. Wrigley is mistaken.
Imperial Toy Corp. v. Ty, Inc., 1998 U.S. Dist. LEXIS 14418, at *17-18 (N.D. Ill. 1998). Following
the precedent of Ideal Indus., Inc. v. Gardner Bender, Inc., 612 F.2d 1018, 1025-26 (7th Cir. 1979),
the Imperial Toy Court entered a preliminary injunction in a reverse confusion case where the more
well-known senior user ignored the junior user’s rights. Id. Given the commercial disparity between
parties in a reverse confusion case, this is a lower standard than the typical “intent” in cases of
forward confusion.

Moreover, Defendant filed an opposition with the U.S. Patent and Trademark Office’s

> “Whether a mark is weak or not is of little importance where the conflicting mark is identical
and the goods are closely related.” Sands, 978 F.2d at 959.
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Trademark Trial and Appeal Board nearly four months before Wrigley launched its product.
Wrigley does not contest this.

When claiming attorney-client privilege to its opinion in response to Defendant’s
discovery request, Wrigley insisted the opinion had not been submitted to disclose the attorney’s
favorable opinion that the mark was “cleared” and “available for use as a flavor of chewing gum,”
but merely to rebut Defendant’s contention that Wrigley had “ignored” Defendant’s mark. (Opp.).
Defendant accepts Wrigley’s representation, but accordingly the record remains unchanged: Wrigley
was aware of Defendant’s rights and registration and proceeded to saturate the market with use of the
SWERVE mark on gum products.

Also, Wrigley misdirects the Court’s attention to a registration for the SWERVE mark
that was owned by Coca-Cola at the time when Defendant filed its application to register
SWERVE with the Patent and Trademark Office. (Opp.). Wrigley omits that Coca-Cola had
discontinued its Swerve product in 2005, long after the opposition period for that application had
expired, and prior to the filing of Defendant’s application in 2009.

Ignoring the overwhelming evidence of the relatedness of the goods in this case, Wrigley
also tries to flood the Court with third-party registrations for marks that cover sweeteners and
various food products. (Opp.). Wrigley clouds the issues in this case by citing to numerous
irrelevant registrations and downplaying the evidence that the chewing gum and sweetener
products involved in this case are clearly related. Tellingly, none of the marks Wrigley cites
cover chewing gum. To paraphrase the late Clara Peller of the famed Wendy’s ® 1980s
advertising campaign: “Where’s the gum?”

At a minimum, at this stage of the litigation this factor is neutral. However, if this Court

adopts the standard set forth in Ideal and Imperial, this factor favors Defendant.
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IV. CONCLUSION
Wrigley’s Opposition attempts to complicate and distract from what is clear. The marks
at issue are identical. It is typical for gums to be co-branded with their associated sweeteners.
Defendant’s customers and potential customers are widely exposed to Wrigley’s “5 Gum” and
many will associate Wrigley’s SWERVE gum with Defendant’s sweetener, undermining

Defendant’s control of its mark and its attempt to establish its mark as a natural sweetener.

Date:

Attorney for Defendant Swerve IP, LLC
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