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Famous Marks Doctrine Is Rejected

n this month’s column, we report on the U.S.

Court of Appeals for the Second Circuit’s

recent decision in ITC Limited v. Punchgini,

Inc.,! which created a circuit split with the U.S.
Court of Appeals for the Ninth Circuit regarding
the applicability of the “famous marks” exception to
the territorial scope of trademark protection under
federal law.

In an opinion written by Judge Reena Raggi,
joined by Judge Chester J. Straub,’ the Second Cir-
cuit affirmed the district court’s finding that the
famous marks exception does not apply to federal
trademark claims under the Lanham Act §43(a).
At the same time, the court certified to the New
York Court of Appeals the questions of whether
New York recognizes the famous marks exception
under state law and, if so, what standard of fame
was required to qualify for the exception. The court
also held that plaintiffs had abandoned their mark
because they stopped using their mark in the United
States for a period of three years.

The court noted that to avoid a claim of aban-
donment, plaintiffs would need to demonstrate that,
during their three years of non-use, they nonetheless
formulated an intent to resume use in the reasonably
foreseeable future. Because plaintiffs adduced no
such evidence, the court upheld the district court’s
summary judgment ruling in favor of defendants.

Finally, the court affirmed the district court’s rul-
ing that plaintiffs did not have standing to bring
a false advertising claim because they could not
demonstrate any direct competition and confusion
or likelihood of injury and because their intent to
engage in additional competing uses was too specu-
lative to confer standing.

Background and Procedural History

Plaintiff, ITC Ltd. and its subsidiary ITC Hotels
Ltd. (ITC), owns and operates a restaurant called
the Bukhara in a five-star hotel in New Delhi, India.
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This restaurant has an international reputation and
was named one of the world’s 50 best restaurants by
London-based “Restaurant” magazine. ITC also oper-
ates Bukhara restaurants in Singapore, Kathmandu,
and Ajman. In 1986, ITC owned and operated a
restaurant called the Bukhara in Manhattan and
opened another Bukhara restaurant in Chicago the
following year. The restaurant in Manhattan closed
in 1991 and the restaurant in Chicago closed in
1997. After that restaurant closed, ITC did not use
the Bukhara trademark anywhere in the United
States until, over three years later, ITC considered
using the Bukhara mark on certain packaged foods
and actually sold certain foods under the Bukhara
mark during 2003.

Meanwhile, in 1999, defendants opened a res-
taurant in Manhattan called the Bukhara Grill.
They also later opened the Bukhara Grill II. The
Manhattan restaurants had numerous similarities to
plaintiffs’ restaurants, which the court found to be
“suggestive of deliberate copying,” including similar
logos, décor, staff uniforms, wood-slab menus, and
red-checkered customer bibs.

Soon after defendants’ first restaurant opened,
plaintiffs sent a cease and desist letter. Defendants
responded that they believed that ITC had aban-
doned the mark by not using it in the United States
for several years. Defendants sent a second letter
noting that if they did not receive a response by
June 28, 2000, they would assume that ITC Ltd.
has abandoned rights in the mark. Plaintiffs never
responded. On Feb. 26, 2003, ITC sued in the
U.S. District Court for the Southern District of
New York, alleging trademark infringement under
§32(1)(a) of the Lanham Act, as well as unfair
competition and false advertising under §§43(a)

and 44(h) of the Lanham Act.? ITC also brought

parallel claims under New York common law.

Southern District Judge Gerald E. Lynch granted
summary judgment to defendants on all claims.* The
district court ruled that ITC could not pursue an
infringement claim because the record conclusively
demonstrated its abandonment of the Bukhara mark
as applied to restaurants in the United States. To
the extent ITC asserted that its continued operation
of Bukhara restaurants outside the United States
allowed it to sue defendants for unfair competition
under the famous marks doctrine, the district court
held that ITC failed to adduce sufficient evidence
to permit a reasonable jury to conclude that the
name or trade dress of its foreign restaurants had
attained the requisite level of U.S. recognition
to trigger the doctrine. Finally, the district court
found that ITC lacked standing to pursue its false
advertising claim.

Second Circuit Decision

The Second Circuit first held that any trademark
infringement claim would be defeated by a showing
that plaintiffs had abandoned their mark. Defen-
dants argued that plaintiffs had abandoned their
mark by not using it in the United States for more
than three consecutive years. Plaintiffs admitted
that they had not used the mark, but argued that
they maintained an intent to use the mark in the
reasonably foreseeable future. The district court
held that plaintiffs needed to adduce “objective,
hard evidence of actual concrete plans to resume
use in the reasonably foreseeable future when the
conditions requiring suspension abate.”® The Second
Circuit noted that it has “criticized the particular
language quoted by the district court, observing
that such a ‘heavy burden’ is not required by [its]
precedent.” Instead, the court held that ITC need
“come forward only with such contrary evidence as,
when viewed in the light most favorable to ITC,
would permit a reasonable jury to infer that it had
not abandoned the mark. Specifically, it needed to
adduce sufficient evidence to permit a reasonable
jury to conclude that, in the three-year period of
non-use...ITC nevertheless maintained an intent
to resume use of its registered mark in the reason-
ably foreseeable future.”® Nonetheless, the court
found that ITC adduced no evidence that, during
the relevant three-year period, it intended to resume
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use. The court rejected plaintiffs’ argument that
ongoing foreign use of a mark supports an inference
that the owner intends to re-employ a presumptively
abandoned mark in the United States.

The court next turned to the issue of unfair
competition under the Lanham Act. To succeed
on this claim, plaintiffs must demonstrate their own
right to use the mark at issue. The court noted that
the principle of territoriality is basic to American
trademark law. Thus, “ITC confronts a high hurdle”
in light of the decision that the mark had been
abandoned. In other words, because the ownership
of a mark in one country does not confer upon
the owner the exclusive right to use that mark in
another country, if the foreign owner is not using
the mark in the United States, it likely does not
have enforcement rights here.

Territoriality Principle

One exception to the territoriality principle is
the famous marks doctrine. The court noted that
the famous marks doctrine first appeared in the 1925
edition of Article 6bis to the Paris Convention.’
This doctrine allows owners of marks that have
achieved a sufficient level of fame in the United
States to protect their marks even if those marks are
not being used in the United States. The famous
marks doctrine had been recognized by two state
court decisions in New York, but neither of these
decisions was based on the Paris Convention or
federal law—both relied entirely on New York com-
mon law.® The court also listed several Trademark
Trial and Appeal Board decisions that recognized
the famous marks doctrine.

The court identified a “significant concern” in
these decisions: “nowhere in its rulings does the
Trademark Board state that its recognition of the
famous marks doctrine derives from any provision of
the Lanham Act or other federal law.” Furthermore,
the court noted that the Ninth Circuit is the only
federal appeals court to have recognized the famous
marks doctrine as a matter of federal law.!°

Here again, the Second Circuit expressed con-
cern that the Ninth Circuit did not reference either
the language of the Lanham Act nor Article 6bis
of the Paris Convention. “Thus, it appears that
the Ninth Circuit recognized the famous marks
doctrine as a matter of sound policy.”!! Further-
more, the Second Circuit stressed that the Paris
Convention “creates no substantive United States
rights beyond those independently provided in
the Lanham Act.”!? Two courts in the Southern
District had also considered the famous marks
doctrine and reached opposite conclusions.!?

Indeed, the Lanham Act has specific provisions
under which holders of foreign registered marks
can claim priority rights in the United States. The
court noted that “Congress’ specificity in dealing
with registered marks cautions against reading a
famous marks exception into sections 44(b) and
(h), which nowhere reference the doctrine...[and]
Congress has not hesitated to amend the Lanham
Act to effect its intent with respect to trademark
protection.” Thus, the court decided to “wait for
Congress to express its intent more clearly.” While

acknowledging “that a persuasive policy argument
can be advanced in support of the famous marks
doctrine,” the court concluded that “any policy
arguments in favor of the famous marks doctrine
must be submitted to Congress.”'

Finally, the court addressed plaintiffs’ state law
unfair competition claims. Indeed, at least two New
York Supreme Court cases indicate a recognition of
the famous marks doctrine under New York com-
mon law. The Second Circuit noted, however, that
neither the New York Court of Appeals nor any
intermediate New York appellate court has ever spe-
cifically adopted the views expressed in those cases.
Moreover, recognition of the famous marks doctrine
is plainly an important policy issue for a state that
plays a pivotal role in international commerce.
Thus, the court certified to the New York Court of
Appeals the question of New York’s common-law
recognition of the famous marks doctrine.

Possible Tests
The court also asked the New York Court of

Appeals to clarify how famous a mark needs to
be to fall within the famous marks doctrine. The
Second Circuit suggested several possible tests: (1)
secondary meaning, (2) secondary meaning plus,
(3) the anti-dilution statute standard, or (4) the
recommendation of the World Intellectual Property
Organization.

“Secondary meaning” is a term of art referenc-
ing a trademark’s ability to ““identify the source of
the product rather than the product itself.”!” The
court noted that this standard was rejected by the
Ninth Circuit because such a standard went “too
far” and would effectively eliminate the territoriality
principle. Thus, the court suggested that the New
York Court of Appeals might choose an interme-
diate standard of “secondary meaning plus”—the
standard adopted by the Ninth Circuit. Under this
test, the court must be satisfied that “a substantial
percentage of consumers in the relevant American
market is familiar with the foreign mark.” Alterna-
tively, a higher standard is imposed in the anti-dilu-
tion statute, Lanham Act §43(c). Under this high
standard, a court considers the extent, advertising,
geographical reach, volume of sales, amount of actual
recognition, and whether the mark is registered.

Although ITC is not suing for dilution, the court
suggested that the antidilution factors might “pro-
vide a useful guide for defining famous marks genet-
ally.” Finally, the court suggested that the New York
Court of Appeals could consider the nonbinding
recommendations of the World Intellectual Prop-
erty Organization, which, in addition to the factors
in the anti-dilution statute, also take into account
registrations in other locations, the record of suc-
cessful enforcement actions in other locations, and
the value associated with the mark. The court took
no position on what standard the Court of Appeals
should adopt if it chose to recognize the famous
marks exception under state common law.

In closing, the Second Circuit also affirmed
the district court’s ruling that ITC does not have
standing to bring a false advertising claim under
the Lanham Act §43(a). In particular, the court did

not believe there would be injury caused to ITC’s
packaged foods business by any possible confusion
in consumer’s minds with the Manhattan restau-
rant. Furthermore, the court found that it was too
speculative to suggest that [TC’s foreign restaurants
would lose customers because those customers had
negative experiences at the Manhattan restaurants.
Finally, the court rejected ITC’s argument that the
United States represents an area of natural expan-
sion of its operations and that it is “considering”
opening Bukhara restaurants here.

Conclusion

The Second Circuit’s ruling in ITC provides the
first conclusive statement of the applicability of the
foreign marks doctrine to federal trademark claims
in this circuit. This ruling resolves the conflicting
district court decisions on this issue, and creates a
split with the Ninth Circuit. Indeed, as the Second
Circuit acknowledged, there is a compelling policy
argument in support of the doctrine in the modern
“world where international travel is commonplace
and where the Internet and other media facilitate the
rapid creation of business goodwill that transcends
borders.”!® The court clearly invited Congress to
amend the Lanham Act to include provisions for
the foreign marks doctrine, but refused to craft a
judicial solution.

By certifying the question of whether New York
recognizes the famous marks doctrine and, if so, what
standard of fame is required to qualify, the Second
Circuit has provided an opportunity to clarify the
level of protection for foreign trademarks in New
York. The decades-old New York cases are routinely
cited as the standard for New York law and this case
will provide an excellent opportunity for the Court of
Appeals to revisit—and modernize—trademark law.
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