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A consensus has developed that the owner of a flea market, shopping mall or commercial building may
be held contributorily liable for trademark infringements committed on its premises, and that willful
blindness may be considered as a form of constructive knowledge of the unlawful conduct.

A case in point was Luxottica Group, S.p.A. and Oakley, Inc. v. Airport Mini Mall, Inc., Case No. 18-10157
(11th Cir. 2019).

Facts

Plaintiffs Luxottica and its subsidiary Oakley (hereinafter “Luxottica”) manufacture and sell luxury eyewear
under the registered trademarks Ray-Ban and Oakley. Starting December 1, 2009, defendants operated
a shopping center having about 30 stores and about 130 booths leased to individual vendors.

During this period, there were three law enforcement raids at the shopping center, one lasting more than
14 hours, during which officers executed search warrants, arrested subtenants, and seized a tractor-
trailer load of alleged counterfeit Luxottica eyewear. Luxottica also sent two demand letters to the
defendants, one identifying specific booths suspected of selling counterfeit eyewear. After Luxottica filed
this lawsuit, two of the individual defendants met with the College Park Police Department to discuss the
sale of counterfeit goods at the shopping center.

Each subtenant denied selling counterfeit merchandise, and the defendants decided to take no action
unless a subtenant was convicted of a crime. Defendants even renewed leases with several of the
subtenants who had been arrested during a raid.

Trial

Luxottica sued in the U.S. District Court for the Northern District of Georgia alleging contributory
trademark infringement by the companies and individuals operating the shopping center. After an 11-day
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trial, the jury returned a verdict holding most of the defendants contributorily liable for the direct trademark
infringement by the subtenants, and assessing $100,000 in damages for each infringed trademark,
totaling $1.9 million in damages.

Appeal

The defendants appealed to the U.S. Court of Appeals for the Eleventh Circuit. The Court noted that a
cause of action for contributory infringement had first been acknowledged by the U.S. Supreme Court

in Inwood Laboratories, Inc. v. Ives Laboratories, Inc., 456 U.S. 844 (1982), in which generic drug
manufacturers had been held contributorily liable for the sale by pharmacists of generic drug capsules in
bottles mislabeled as containing brand name capsules.

Contributory infringement involves a defendant who (1) “intentionally induces” the direct infringer to
commit infringement, (2) has actual knowledge of the infringement, or (3) has constructive knowledge of
the infringement. The defendants did not challenge the first element, and Luxottica presented evidence
of defendants’ willful blindness to the subtenants’ conduct, which the Court found to be a form of
constructive knowledge.

Whether contributory infringement liability could be applied in the landlord-tenant context was a question
of first impression for this Court, although the Court noted that three other circuits had applied Inwood to
owners of flea markets whose tenants had sold counterfeit goods.

Decision

The defendants asserted that Luxottica was required to identify specific acts of direct infringement. But
the Court pointed out that actual or constructive knowledge could arise from many sources and that the
jury could have reasonably found that Luxottica’s notice letters would have prompted a reasonable
landlord to do at least a cursory visual inspection of the Mall's 130 booths looking for eyewear with
Luxottica’s marks at prices of $15 or $20 a pair rather than the typical $140 to $239 a pair. The raids, the
meeting with the police, and the ability to inspect the booths, taken together, were held sufficient to
support the jury verdict.

Furthermore, the Court found that the subleases provided that a subtenant’s failure to comply with
trademark law would constitute a default, which permitted the defendants to evict infringing
subtenants. The master lease also required the sublessor to “comply with all applicable laws,” and
provided that failure to do so would constitute a default on the lease permitting it to be terminated.

Accordingly, the appellate court affirmed the trial court’s decision, finding the landlord liable for
contributory trademark infringement because of tenant and subtenant direct infringement.

Other Decisions
The doctrine of contributory trademark infringement can be very useful for brand owners, and can result

in various remedies, for example:

e Omega got a jury verdict of $1.1 million against a Canal Street, New York building owner. Omega SA
v. 375 Canal LLC, 2019 U.S. Dist. LEXIS 98780 (S.D.N.Y. 2019).

e The operator of a flea market in St. Louis, Missouri was convicted for trafficking in counterfeit goods,
resulting in a two-year prison sentence, which was upheld on appeal. United States v. Frison, 825
F.3d 437 (8th Cir. 2016).

e Coach has successfully sued a number of flea market operators, and in one case obtained a $5
million verdict against a flea market in Memphis, Tennessee, which was upheld on appeal. Coach,
Inc. v. Goodfellow, 717 F.3d 498 (6th Cir. 2013).
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e The Ninth Circuit upheld a verdict for Louis Vuitton of $10.5 million against three internet service
providers hosting websites that offered counterfeits. Louis Vuitton Mallietier, S.A. v. Akanoc Solutions,
Inc., 658 F.3d 936 (9th Cir. 2011).

Takeaways

If you are a trademark owner whose rights are being infringed by one or more tenants in a building,
shopping mall, flea market or even a website, you may consider putting the landlord or website operator
on notice and demanding that it take action. It is helpful to provide as much specific information as
possible based on private investigations, police raids, advertisements or other evidence. However, be
careful to be accurate in order to avoid being the recipient of a libel claim.

If you are a landlord, your leases and subleases should provide that trademark infringement or other
failure to comply with applicable law is a breach for which termination is a remedy. You should also
include indemnity, insurance and access-to-premises provisions. Further, take appropriate action if a
trademark owner gives you notice of trademark infringement activity on your premises, or if you otherwise
become aware of such activity.

For more information, contact William M. Borchard or your CLL attorney.
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