
UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA

FORT PIERCE DIVISION
Case No.: 9:18-cv-80311-RJR/REINHART

NEWTON DEFENDANTS’ REPLY MEMORANDUM IN SUPPORT OF
MOTION FOR JUDGMENT ON THE PLEADINGS

DIAMOND RESORTS U.S. COLLECTION
DEVELOPMENT, LLC, a Delaware limited
liability company; and DIAMOND
RESORTS HAWAII COLLECTION
DEVELOPMENT, LLC, a Delaware limited
liability company,

Plaintiffs,

v.

US CONSUMER ATTORNEYS, P.A., et al.,

Defendants.
___________________________________/
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Defendants Newton Group Transfers, LLC, The Newton Group ESA LLC, Interval Broker

Direct, LLC, and Newton Group Exit, LLC (collectively “Newton Defendants”) respectfully

submit this reply in support of their motion for judgment on the pleadings [DE 399]. Newton

Defendants move for judgment on the ground that Plaintiffs’ Third Amended Complaint (“TAC”)

does not state a claim for relief under the Lanham Act because Plaintiffs dropped their allegations

of (1) harm to reputation and good will, (2) competition with Newton Defendants and (3) damages

arising from breached contracts by consumers who stopped paying maintenance fee obligations on

contracts previously entered into with Plaintiffs.

Plaintiffs opposition [DE 410] concedes that (a) they are not competitors, (b) they do not

allege harm to good will, (c) they do not seek (nor do they allege) actual damage to their reputation,

and (d) they do not allege harm by way of consumers breaching obligations to pay maintenance

fees. Furthermore, Plaintiffs concede that they do not allege that any of their "sales" were diverted

to anyone else, especially the Newton Defendants with whom they do not compete and do not sell

the same product or service.

Plaintiffs also do not dispute that they are not seeking damages for lost "sales" by their

allegations of breached loan obligations, as their opposition does not and cannot rebut the legal

authority showing that a "sale" occurs when title transfers or when the contract is complete; and a

later breach of contract therefore is not a lost "sale" under the Lanham Act.

The only issue remaining is whether Plaintiffs have properly alleged "injury" to their

reputation. They argue that they have done so by pointing to allegations in the TAC that a mailer

sent by Newton Defendants falsely states that "new laws" allow developers to increase

maintenance fees without restriction. Their argument fails for several reasons. Plaintiffs do not

allege how their reputation has been "injured" by that mailer. Plaintiffs do not allege that the mailer

diverted sales from them to anyone else; they do not allege that the mailer caused them to suffer

Case 9:18-cv-80311-BER   Document 417   Entered on FLSD Docket 08/14/2020   Page 2 of 12



2

financial damages or loss of good will. How does the TAC allege "injury" to Plaintiffs' reputation?

It does not.

Plaintiffs advance legally flawed arguments, in three regards.

First, Plaintiffs contend that the Lanham Act claim is sufficiently pled because they allege

"injury" to reputation. But they do not allege anything of the sort. In fact, Plaintiffs do not allege

that any advertising had any impact on their reputation now that they have dropped their allegations

of harm to goodwill and actual damage to reputation. Plaintiffs’ bare contention that they have an

injury to reputation and thus have the right to the remedies provided in 15 U.S.C.A. § 1117 for

injunctive relief, disgorgement of profits, and curative advertisement is a non-sequitur.

Second, Plaintiffs illogically contend that they allege "injury" to reputation because they

allege that an advertisement (the Newton Defendant mailer) is false. But there is no legal support

for the contention that an allegation that an advertisement (e.g., the mailer) is false can, by itself,

sufficiently (or plausibly) plead "injury" to reputation. See infra Part 1. In other words, alleging a

false advertisement only satisfies the first element of a Lanham Act claim, it does not

simultaneously satisfy the fifth element of the claim: injured as a result of the false statement,

either by direct diversion of sales from itself to defendant or by a lessening of the goodwill

associated with its products, as further explained infra.

Third, Plaintiffs make a boilerplate, conclusory allegation that they have "lost future sales"

because Newton Defendant advertisements caused existing owners to breach contracts, and but for

those breaches of contract, the existing owners would have purchased more timeshare

memberships. This last contention is absurd, implausible, and incompatible with the Lanham Act's

purposes as shown below. See infra Part 2. Additionally, the lost sales cannot be proximately

caused by the advertising of a non-competitor or by a bare contention of reputation injury without

alleging facts that Newton Defendants have diverted Plaintiffs' reputation for their own benefit.
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Plaintiffs' arguments cherry pick at generic statements from case law which do not in fact

support their position. They (i) mischaracterize various court decisions, (ii) ignore a decision on

point with the Newton Defendants' position asserted here – Orange Lake Country Club, Inc. v.

Reed Hein & Associates, LLC, No. 6:17-cv-1542-Orl-78DCI, 2019 WL 7423517 (M.D. Fla. Oct.

4, 2019), see infra – and (iii) stitch together an argument that would result in reversible error if

adopted. Plaintiffs’ arguments are irrational, circular, legally unsupported and unsupportable.

Plaintiffs do not plead a sufficient Lanham Act claim. The Court should grant this motion in its

entirety.

1. Plaintiffs’ Contentions Contradict The Purpose of the Lanham Act.

The Lanham Act has two aims: (1) vindicating commercial interests that have been
harmed by a competitor's false advertising, and (2) securing to the business
community the advantages of reputation and good will by preventing their diversion
from those who have created them to those who have not. Conte Bros. [Auto. Inc.
v. Quaker-State-Slick 50, Inc.],165 F.3d [221,] 234 [(3d Cir. 1998)].

Phoenix of Broward, Inc. v. McDonald's Corp., 441 F. Supp. 2d 1241, 1249 (N.D. Ga. 2006)

(emphases added) (lawsuit between competitors), aff’d, 489 F.3d 1156, 1168 (11th Cir. 2007).

The "goal of Lanham Act is 'to foster fair competition, and to secure to the business community

the advantages of reputation and good will by preventing their diversion from those who have

created them to those who have not.'" Conte Bros., 165 F.3d at 229 (emphasis added) (citing S.

Rep. No. 1333, 79th Cong., 2d Sess. (1946), reprinted in 1946 U.S.C.C.A.N. 1274, 1275),

abrogated on other grounds by Lexmark Int’l, Inc. v. Static Control Components, Inc., 572 U.S.

118 (2014).

The elements of a Lanham Act § 43(a) false advertising claim are: (1) a false
statement of fact by the defendant in a commercial advertisement about its own or
another's product; (2) the statement actually deceived or has the tendency to deceive
a substantial segment of its audience; (3) the deception is material, in that it is likely
to influence the purchasing decision; (4) the defendant caused its false statement to
enter interstate commerce; and (5) the plaintiff has been or is likely to be injured
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as a result of the false statement, either by direct diversion of sales from itself
to defendant or by a lessening of the goodwill associated with its products.

Southland Sod Farms v. Stover Seed Co., 108 F.3d 1134, 1139 (9th Cir. 1997) (emphases added);

see also Cook, Perkiss Liehe v. N.C. Collection Serv., 911 F.2d 242, 244 (9th Cir. 1990), citing

Skil Corp. v. Rockwell Int'l Corp., 375 F. Supp. 777, 783 (N.D. Ill. 1974) (the fifth element requires

allegation of injury "as the result of the [false advertisement] either by direct diversion of sales

from itself to defendant, or by lessening of the good will which its products enjoy with the buying

public.”); accord Duty Free Ams., Inc. v. Estée Lauder Cos., 797 F.3d 1248, 1276 (11th Cir. 2015),

citing Natural Answers, Inc. v. SmithKline Beecham Corp., 529 F.3d 1325, 1330–31 (11th Cir.

2008) ("'The intent of [the false advertising] provision is to protect 'commercial interests [that]

have been harmed by a competitor's false advertising, and [to secure] to the business community

the advantages of reputation and good will by preventing their diversion from those who have

created them to those who have not.' Phoenix of Broward, Inc. v. McDonald's Corp., 489 F.3d

1156, 1168 (11th Cir.2007))) . . . ." (emphases added.)1 2

1 Also instructive is Intertape Polymer Corp. v. Inspired Technologies, Inc., 725 F. Supp. 2d 1319,
1331 (M.D. Fla. 2010), which explains that damages for harm to reputation consider whether the
“infringer's subjective intent to deliberately derive a benefit from the plaintiff's business
reputation, or the extent to which the infringer was intentionally blind to the adoption of a
confusingly similar mark.” (Emphasis added.) Thus, once again, the reputation injury derives from
a misappropriation and use of a plaintiffs' reputation or goodwill. Here, Plaintiffs do not allege
that any Newton Defendant derived a benefit from Plaintiffs' business reputation or goodwill.

2 While certain Eleventh Circuit opinions have set forth the elements of a Lanham Act claim more
generally, e.g., Johnson & Johnson Vision Care, Inc. v. 1-800 Contacts, Inc., 299 F.3d 1242, 1247
(11th Cir. 2002), stating the fifth element as "(5) the movant has been—or is likely to be—injured
as a result of the false advertising," these more general statements of the elements do not contradict
or overrule the great weight of authority presented above stating that the injury must be the result
of the false statement, either by direct diversion of sales from itself to defendant or by a
lessening of the goodwill associated with its products. In other words, as to reputation injury, a
plaintiff must allege that the injury either be the lessening of goodwill due to disparagement or the
misappropriation of goodwill to make sales; neither of which are alleged in this case.
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Here, the TAC – as it exists upon Plaintiffs’ withdrawal of allegations of (a) harm to good

will, (b) actual reputational damages, and (c) competition with Newton Defendants – fails to allege

that their reputation has been injured by a competitor's false advertising, and fails to allege that

Plaintiffs seek to secure the advantages of their reputation and good will by preventing their

diversion from Plaintiffs to Newton Defendants.

Tellingly, Plaintiffs have failed to cite any legal authority or precedent showing that they

are entitled to proceed upon bare contentions of "injury" to reputation without alleging that their

"reputation" was damaged either by way of loss of good will or diversion of sales to a competitor

(or to anyone else for that matter); and Newton Defendants are aware of none.

In fact, the primary case law cited by Plaintiffs favors the Newton Defendants’ position.

Plaintiffs rely heavily on Burger King Corp. v. Mason, 855 F.2d 779, 781 (11th Cir. 1988).

Opposition at 9. The Burger King case concerned a plaintiff seeking damages under the Lanham

Act for "wrongful use of its trademark" because the defendant "continued to operate several Burger

King restaurants after the plaintiff had given notice of the termination of the franchises." Id. at

780 (emphasis added). The Burger King court correctly ruled that the "damage provision of the

Lanham Act entitles a trademark holder to recover, among other things, the profits earned by a

defendant from infringement of the mark. 15 U.S.C.A. § 1117." Id. at 780-81 (footnote omitted),

citing Maier Brewing Co. v. Fleischmann Distilling Corp., 390 F.2d 117, 121 (9th Cir.), cert.

denied, 391 U.S. 966 (1968).

The Burger King court made it clear that a plaintiff need not demonstrate "actual damages"

if the plaintiff has pled (and proved) that a defendant used its trademark to profit by diverting sales

from the plaintiff to the defendant:

[T]he law in this Circuit is well settled that a plaintiff need not demonstrate actual
damage to obtain an award reflecting an infringer's profits under § 35 of the
Lanham Act,15 U.S.C.A. § 1117. Wesco Mfg., Inc. v. Tropical Attractions of
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Palm Beach, Inc., 833 F.2d 1484, 1487 (11th Cir. 1987). An accounting for
profits has been determined by this Court to further the congressional purpose by
making infringement unprofitable, and is justified because it deprives the
defendant of unjust enrichment and provides a deterrent to similar activity in the
future. Maltina Corp. v. Cawy Bottling Co., Inc., 613 F.2d 582, 585 (5th
Cir.1980); see Maier Brewing Co., 390 F.2d at 121 (citing S. Rep. No. 1333,
79th Cong., 2d Sess. 1-2 (1946)).

Id. at 781.

Likewise, Plaintiffs' reliance on Neva, Inc. v. Christian Duplications International, Inc,

743 F. Supp. 1533, 1552 (M.D. Fla. 1990), is misguided. See Opposition p. 9, fn. 7. The Neva case,

like the Burger King case, concerned infringement of property rights to obtain profit and divert

sales. Id. at 1539. In fact, the Neva court cited and relied upon Burger King for the proposition

that: “Plaintiffs, however, need not show that it has suffered actual damages, through loss sales,

to obtain an award reflecting the Defendants' profits under section 1117. See Burger King Corp.

v. Mason, 855 F.2d 779, 781 (11th Cir. 1988)." Id. at 1552. Thus, controlling authority states only

that a plaintiff need not plead or prove actual damages by way of lost sales where, as in the Burger

King and Neva cases, the defendant stole, infringed, or misappropriated property rights from the

plaintiff to divert sales to it from the plaintiff and profiting therefrom.

Plaintiffs' citation to Duty Free Americas, Inc. v. Estée Lauder Cos., Inc., 797 F.3d 1248,

1277 (11th Cir. 2015) does not help them either. See Opposition p. 11. As shown above, the Duty

Free court unequivocally acknowledged that the intent of the Lanham Act's false advertising

provision is to protect commercial interests that have been harmed by a competitor's false

advertising, and to secure to the business community the advantages of reputation and good will

by preventing their diversion from those who have created them to those who have not. And,

not only is Duty Free a case addressing the issue of whether a contributory claim is properly pled,

the Duty Free court affirmed the district court's dismissal of the Lanham Act claim because "the

complaint does not come close to alleging the necessary facts." Id. at 1274.
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Plaintiffs' citation to Ameritox, Ltd. v. Millennium Laboratories, Inc., No. 8:11-CV-775-T-

24-TBM, 2014 WL 1456347, at *9 (M.D. Fla. Apr. 14, 2014) (see Opposition p. 9, fn. 7) also is

in vain, because that case concerned a lawsuit by plaintiff Ameritox against defendant Millennium,

which are competitors in the clinical laboratories business. Id. at *1. The plaintiff alleged that

defendant's false advertising diverted sales from the plaintiff to the defendant. Id. at *2. Here,

Plaintiffs do not allege that their sales were "diverted" to any Newton Defendant or anyone else.

Thus, the Ameritox case is inapposite, and if it provides any guidance it demonstrates that Plaintiffs'

failure to allege the "diversion" of sales from them to another is fatal to their Lanham Act claim.

ADT LLC v. Vivint, Inc., No. 17-CV-80432, 2017 WL 8404330, at *6 (S.D. Fla. Nov. 20,

2017), likewise does not help Plaintiffs. See Opposition p. 9. Plaintiff ADT is a competitor of

defendant Vivint: each installs equipment produced by manufacturers and monitors home alarm

systems through its proprietary monitoring center. Id. at *1. "ADT filed [] suit claiming that Vivint

allegedly diverted customers away from Plaintiff as a result of certain deceptive sales tactics by

Vivint salespersons." Id. The ADT court stated very clearly that "ADT need not establish that it

suffered ‘damages’ in order to prevail on its Lanham Act claim” because in "order to establish

liability under § 1125(a)(1)(A), ‘a trademark owner must show (1) that it had trademark rights

in the mark or name at issue and (2) that the other party had adopted a mark or name that was the

same, or confusingly similar to its mark, such that consumers were likely to confuse the two.'" Id.

at *6 (emphasis added).

Plaintiffs’ citation to Diamond Resorts International, Inc. v. Aaronson, 371 F. Supp. 3d

1088, 1102 (M.D. Fla. 2019), also does not help them because that case provides no analysis of

the issue at hand: whether a non-competitor in a non-trademark infringement case sufficiently

alleges injury to reputation where it does not allege actual damage to reputation or loss of

Case 9:18-cv-80311-BER   Document 417   Entered on FLSD Docket 08/14/2020   Page 8 of 12



8

goodwill.3 The Aaronson court also did not consider the purpose or aim of the Lanham Act case

in deciding whether Diamond had sufficiently alleged an injury to reputation under the

circumstances presented. The Aaronson court cited only to Lexmark for the proposition that

"stating that a false advertising claim may arise '[w]hen a defendant harms a plaintiff's reputation

by casting aspersions on its business.'" Id. at 1102. Moreover, the Aaronson case is inapposite and

easily distinguishable because, in that case, the defendant "targeted" Diamond based on the

contents of the “Subject Advertisements” in that case – and “particularly those targeted at

Diamond,” which specifically and expressly referred to Diamond and made claims about

“Diamond’s engagement in conflicts of interest and other unlawful activities.” Id. (emphasis

added). Unlike the Aaronson case, there are no allegations in this case that any Newton

Defendant’s advertisement targeted Diamond specifically or expressly in any way whatsoever.

Thus, even if Aaronson were precedent for the legal question presented here (it is not), it cannot

serve as precedent for the factual issue because the TAC does not allege in this case that any

Newton Defendant advertisement specifically named or targeted or expressly disparaged Plaintiffs.

Plaintiffs’ reliance on the District Court opinion in Wyndham Vacation Ownership v. Reed

Hein & Associates., LLC, No. 618CV02171GAPDCI, 2019 WL 3934468, at *5 (M.D. Fla. Aug.

20, 2019) also fails to provide support for their position in this case. See Opposition p. 11. The

Wyndham case, like the Aaronson case, merely cites the general proposition set forth in Lexmark

(see id. at *5, fn. 6) without providing any analysis of the issue or addressing the purpose or aims

of the Lanham Act. To be sure, neither the Aaronson nor the Wyndham case overrule the legal

3 If and to the extent Plaintiffs argue that they continue to allege harm to goodwill and actual
damage to reputation but are not seeking relief for those harms, then Plaintiffs' argument is entirely
baseless; they cannot have it both ways – they cannot allege harm to goodwill and actual damage,
but then claim (as they have claimed) that discovery into those matters is irrelevant because they
are not seeking those damages as a remedy.
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principles set forth above regarding the necessity to plead an injury to reputation by way of

goodwill or diversion of sales to another.

Plaintiffs’ reliance on the remedial statute, 15 U.S.C. § 1117, to argue that they allege

curative advertising, injunctive relief, and disgorgement of profits does not save them. See

Opposition at 2. Before they can benefit from the remedies provided under Section 1117, Plaintiffs

must allege (and prove) that their reputation has been injured, which they no longer do. Indeed,

Plaintiffs’ request for the remedy of injunctive relief is not an allegation of injury to reputation;

likewise, Plaintiffs’ contention that they seek curative advertising relief is not an allegation of

reputational injury. In other words, Plaintiffs’ contention that they have pled "injury" to their

reputation because they are entitled to seek disgorgement of profits and reimbursement for

corrective advertising under Section 1117 is absurd: it places the cart before the horse. Before

Plaintiffs can seek disgorgement of profits or reimbursement for curative advertising or injunctive

relief, they must adequately plead (and prove) that they suffered an injury to their reputation. By

dropping their allegation of harm to good will and actual damages based on allegations of

reputational harm, they have in fact dropped their allegation of reputational injury.

2. Plaintiffs’ TAC Fails To Allege Sufficient Reputational Injury.

A thorough review of Plaintiffs’ contentions and allegations in the TAC also shows that

they have not alleged a plausible "injury" to their reputation. Plaintiffs illogically contend that they

suffer injury to their reputation by Newton Defendant advertising that causes Diamond Owners to

stop making payment on existing timeshare contracts. TAC ¶¶ 56, 95, 98. That allegation is devoid

of any factual allegation of reputation injury -- it is merely another allegation of breach of contract.

Plaintiffs do not say in the TAC how their reputation is harmed when existing Diamond Owners

stop making payments on timeshare contracts. Plaintiffs’ allegation is a non sequitur. Moreover,

the TAC fails to allege what Plaintiffs have a reputation for, or what their reputation supposedly
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is.4 Plaintiffs do not allege injury to their reputation as a seller of timeshare memberships; and they

do not allege any advertisement that could possibly be viewed as injuring a reputation as a seller

of timeshare memberships.

This Court need look no further than Orange Lake Country Club, Inc. v. Reed Hein &

Associates, LLC, No. 6:17-cv-1542-Orl-78DCI, 2019 WL 7423517 (M.D. Fla. Oct. 4, 2019). In

Orange Lake, the court dismissed the Lanham Act claim on summary judgment but did so on

grounds that the plaintiff timeshare resort failed to plead any injury to reputation:

It is without dispute that the advertisements at issue in this litigation accuse
Plaintiffs and all timeshare companies generally of engaging in deceitful,
manipulative, or otherwise imprudent behavior. . . . [I]n the Third Amended
Complaint, [however,] Plaintiffs do not rely on or allege that any of the false or
misleading statements had an impact on their reputation. Instead, all of Plaintiffs’
Lanham Act allegations focus on loss of sales. (See Doc. 251, ¶¶ 1–9, 44–88, 138–
144). Because reputational harm was not adequately alleged in the Third Amended
Complaint, Plaintiffs cannot now rely on reputational harm as a basis to bring a
Lanham Act claim.

Id. at *14 (emphasis added).

Of important note, the Orange Lake court recognized the Aaronson case relied upon by

Plaintiffs in this case, and then rejected its generic application where, as here, the TAC lacks an

allegation that an advertisement impacted reputation. Id. To be sure, Plaintiffs’ allegations of

"injury to reputation" do not allege that any of the false advertising had any impact on their

reputation; thus, it is legally insufficient.

3. Conclusion.

Plaintiffs have not sufficiently pleaded and cannot plead a claim under the Lanham Act.

Therefore, the Court should grant this motion and dismiss all claims.

4 Indeed, Plaintiffs are merely sellers of timeshare memberships. (TAC ¶¶ 16 & 18.) The TAC
alleges no facts about what their reputation is for selling timeshare memberships and it fails to
allege that any advertisement targets Plaintiffs’ reputation for selling timeshare memberships.
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Dated: August 14, 2020.

Respectfully submitted,

KOZYAK TROPIN & THROCKMORTON LLP
2525 Ponce de Leon Blvd., 9th Floor
Miami, Florida 33134
Tel.: (305) 372-1800
Fax.: (305) 372-3508

By: /s/ Javier A. Lopez
Javier A. Lopez
Fla. Bar No. 016727
jal@kttlaw.com
Dwayne A. Robinson
Fla. Bar No. 0099976
drobinson@kttlaw.com

-and-

Jeffrey Wittenberg
WITTENBERG LAW APC
jeffrey@wittenberglawyers.com
401 Wilshire Boulevard, Floor 12
Santa Monica, California 90401
Phone: (310) 295-2010
(Pro Hac Vice)

Attorneys for Defendants NEWTON GROUP
TRANSFERS, LLC, NEWTON GROUP EXIT, LLC, THE
NEWTON GROUP ESA LLC AND INTERVAL
BROKER DIRECT, LLC

CERTIFICATE OF SERVICE

I HEREBY CERTIFY that on August 14, 2020, I electronically filed the foregoing with

the Clerk of the Court by using the CM/ECF system, which will send a Notice of Electronic Filing

to all counsel of record.

By: s/Dwayne Robinson
Dwayne Robinson
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