Beebe - Trademark Law: An Open-Access Casebook


An Open-Access Casebook



Version 12 (2025)
Digital Edition
www.tmcasebook.org




Barton Beebe
John M. Desmarais Professor of Intellectual Property Law
New York University School of Law






This work is licensed under a Creative Commons Attribution-NonCommercial-
ShareAlike 4.0 International License.
[image: ]

Trademark Abandonment
A defendant may show that a mark has been abandoned and is thus unprotectable by showing either that (1) the plaintiff has ceased to use the mark with the intent not to resume use, or (2) the plaintiff has failed to control the use of the mark (for example, by licensing its use indiscriminately) with the result that the mark has lost its significance as a designation of a particular source. These two modes of abandonment are based on the definition of “abandoned” in Lanham Act § 45, 15 U.S.C. § 1127:
A mark shall be deemed to be “abandoned” if either of the following occurs:
(1) When its use has been discontinued with intent not to resume such use. Intent not to resume may be inferred from circumstances. Nonuse for 3 consecutive years shall be prima facie evidence of abandonment. “Use” of a mark means the bona fide use of such mark made in the ordinary course of trade, and not made merely to reserve a right in a mark.
(2) When any course of conduct of the owner, including acts of omission as well as commission, causes the mark to become the generic name for the goods or services on or in connection with which it is used or otherwise to lose its significance as a mark. Purchaser motivation shall not be a test for determining abandonment under this paragraph.
[bookmark: _Toc371957107][bookmark: _Toc519683166][bookmark: _Toc201424458]1.	Abandonment Through Cessation of Use
The following excerpt is taken from ITC Ltd. v. Punchgini, Inc., 482 F.3d 135 (2d Cir. 2007). In 1986, the plaintiff ITC Ltd. opened a restaurant under the name Bukhara in New York City. In 1987, the plaintiff entered into a franchise agreement for a Bukhara restaurant in Chicago. Also in 1987, the plaintiff registered at the PTO the mark BUKHARA in connection with “restaurant services” See U.S. Trademark Registration No. 1,461,445 (Oct. 13, 1987). The New York City restaurant closed in 1991 and ITC cancelled its Chicago franchise in 1997. In 2000, the defendant Punchgini, Inc. opened the restaurant Bukhara Grill in New York City. In 2003, the plaintiff sued for trademark infringement. The district court had granted summary judgment in favor of the defendant.
In this case, the well-known marks issue related to the abandonment issue in the following respect. If ITC was found to have abandoned the BUKHARA mark in the United States, then the only good argument ITC had left was that even though it had ceased to use its mark in commerce in the United States, the mark’s global reputation qualified it for protection as a “well-known mark” within the United States. 

[bookmark: _Toc519683167][bookmark: _Toc201424459][The opinion in ITC Ltd. v. Punchgini, Inc. is available separately.]

[bookmark: _Toc519683168][bookmark: _Toc201424460][The opinion in Crash Dummy Movie, LLC v. Mattel, Inc. is available separately.]

Questions and Comments
1. Why might a firm deliberately and formally abandon a mark?  At least one reason is for tax write-off purposes. See, e.g., California Cedar Prod. Co. v. Pine Mountain Corp., 724 F.2d 827, 829 (9th Cir. 1984) (describing previous owner of DURAFLAME mark’s “objective of withdrawing from the artificial firelog market and writing off for accounting purposes” the mark’s goodwill); Manhattan Indus., Inc. v. Sweater Bee by Banff, Ltd., 627 F.2d 628, 630 n .2 (2d Cir. 1980) (“Although the record does not show General Mills’ reason for abandoning the mark {KIMBERLY for women’s apparel}, counsel suggested at oral argument, in answer to the court’s question, that the abandonment might have been for tax purposes.”). Cf. id. at 629 (“Upon the mark’s abandonment, a free-for-all ensued” in which several different clothing manufacturers sought to claim rights in the mark).
2. Badwill? Trademark law enables firms to protect the goodwill they have developed in the various goods or services they provide. But what about trademarks that develop a reputation for severely defective goods and poor performance? It is apparently routine practice that after a commercial airliner crashes, airlines will rush to paint over any identifying trademarks appearing on the exterior of the wreckage if that wreckage is photographable. See Will Coldwell, Thai Airways and that logo – just part of post-plane-crash etiquette?, THE GUARDIAN, Sept. 9, 2013, https://www.theguardian.com/world/ 2013/sep/09/thai-airways-logo-crash-etiquette; Nick Squires, Alitalia paints over crashed plane’s markings, THE TELEGRAPH, Feb. 4, 2013, https://www.telegraph.co.uk/news/worldnews/europe/ italy/9847651/Alitalia-paints-over-crashed-planes-markings.html (quoting a spokesman of Alitalia, after it painted over its trademark on wreckage, that “[t]his is something that is done by airline companies in many countries and we are surprised that such a fuss is being made. It is a matter of brand protection.”). Cf. Reuters, AIG to Revive AIG Name; Drop Chartis, SunAmerica Names: Reuters, INSURANCE JOURNAL, June 28, 2012, https://www.insurancejournal.com/news/ national/2012/ 06/28/253571.htm (discussing AIG’s efforts to rename itself, in part for the safety of its own employees, after the 2008 financial crisis and its subsequent decision to return to the AIG name). Should trademark law (or some neighboring body of law) require that firms continue to use marks that have developed badwill? See Note, Badwill, 116 HARV. L. REV. 1845 (2003). See also Matthew Sipe, Trademasks (working paper).
[bookmark: _Toc371957108][bookmark: _Toc519683169][bookmark: _Toc201424461]2.	Abandonment Through Failure to Control Use

[bookmark: _Toc519683170][bookmark: _Toc201424462][The opinion in FreecycleSunnyvale v. Freecycle Network is available separately.]

Questions and Comments
1. Trademark rights and open innovation. Linus Torvalds released the Linux operating system kernel in 1991 and has since overseen the development of Linux into one of the world’s leading operating systems, particularly for servers, mainframes, supercomputers, and, through the Linux-derived Android mobile operating system, smartphones. Linux is open source software and Torvalds is an outspoken advocate for the open source movement. But Torvalds asserts tight control over the LINUX trademark. See https://www.linuxfoundation.org/about/linux-mark/. He does so in part to ensure that the trademark not be deemed abandoned and in part to control the development of the Linux operating system itself. On the important role played by trademark rights (and moral rights) in open source software development, see Greg Vetter, The Collaborative Integrity of Open-Source Software, 2004 UTAH L. REV. 563 (2004).
2. Reclaiming abandoned marks. After a mark has been abandoned, anyone may establish rights in the mark by beginning to use the mark in commerce or filing an application to register the mark. In California Cedar Prod. Co. v. Pine Mountain Corp., 724 F.2d 827 (9th Cir. 1984), the Clorox Corporation was the owner through a subsidiary of the DURAFLAME mark. Clorox withdrew from the artificial firelog market and published a notice in the Wall Street Journal announcing its abandonment of the mark. Clorox did so for tax purposes; by abandoning the mark, it could write off the value of the mark. On the same day as the Wall Street Journal announcement, California Cedar, which manufactured firelogs for Clorox under the DURAFLAME mark, began selling DURAFLAME-branded firelogs in packaging that identified California Cedar as their source. Two other entities asserted rights in the mark. The defendant Pine Mountain had hurriedly begun to sell DURAFLAME-branded firelogs two days before the Wall Street Journal announcement. Another entity began selling such firelogs two days after the announcement. Affirming the district court’s granting of a preliminary injunction to California Cedar, the Ninth Circuit determined that Pine Mountain’s sales were “both premature and in bad faith.” Id. at 830. “[S]ince California Cedar was the first to use the ‘Duraflame’ trademark and trade dress after its abandonment, it was likely to prevail on the merits.” Id. at 831. The facts of California Cedar transpired before the Trademark Law Revision Act of 1989. In a comparable present-day situation, how might a sophisticated claimant establish rights in an abandoned mark?
3. Abandoned marks and “residual goodwill.” After a prior owner has abandoned a mark, the mark may possess “residual goodwill” that points towards the prior owner. In very rare cases, this residual goodwill may defeat a finding of abandonment. See, e.g., Ferrari S.p.A. Esercizio Fabriche Automobili e Corse v. McBurnie, 11 U.S.P.Q.2d 1843, 1989 WL 298658, at *8 (S.D. Cal. 1989) (finding no abandonment where due to continuing very strong associations between Ferrari and the exterior design of the Daytona Spyder and Ferrari’s continuing manufacture of spare parts, “Ferrari has not only achieved a strong existing goodwill but continues to maintain a residual goodwill in the unique design of the DAYTONA SPYDER”). The new user of a mark that possesses “residual goodwill” may be required to take reasonable measures, such as the use of a disclaimer, to ensure that consumers do not mistakenly believe that the new user’s products originate in the old user of the mark. See Jerome Gilson & Anne Gilson LaLonde, The Zombie Trademark: A Windfall and a Pitfall, 98 TRADEMARK REP. 1280 (2008). 
[bookmark: _Toc519683171][bookmark: _Toc201424463]E.	Assignment in Gross
[bookmark: _Hlk106374807]A trademark may be assigned to another entity provided that the “goodwill” of the mark is assigned along with it. Lanham Act § 10, 15 U.S.C.A. § 1060. An assignment of the mark without its goodwill is deemed an invalid “assignment in gross.”  To determine if a such an “assignment in gross” has occurred, courts will typically focus on whether (1) the assignor assigned along with the trademark any additional assets associated with the trademark, such as manufacturing facilities, product design information, or customer lists, and (2) the assignee produces goods or services substantially similar to the assignor’s such that consumers would not be deceived. Over time, courts have come to place greater emphasis on the second consideration. “The rule prohibiting an assignment in gross is now understood to require the seller and purchaser to attempt to ensure the accuracy of the implied representation of continuity of the seller’s quality control by taking steps to ensure that some facsimile of the seller’s quality control remains in place through the closing and for some indefinite period thereafter.” Neal R. Platt, Good Will Enduring: How to Ensure that Trademark Priority Will Not be Destroyed by the Sale of a Business, 99 TRADEMARK REP. 788 (2009). When a trademark owner engages in an “assignment in gross” of its mark, the trademark assignor may lose rights in its mark (through abandonment) and the assignee essentially receives nothing. In most situations, as in the following case, the assignee may claim exclusive rights in the mark, but the basis of and the priority date for those rights stem only from the assignee’s new use of the mark, not from any previous use by the assignor. See generally Lynda Zadra-Symes & Jacob Rosenbaum, How Gross Is Your Assignment? Actions Speak Louder Than Words When Transferring Goodwill, 111 TRADEMARK REP. 838 (2021).

[bookmark: _Toc519683172][bookmark: _Toc201424464][The opinion in Sugar Busters LLC v Brennan is available separately.]

Questions and Comments
1. What about the similarity of the books’ titles? In a portion of the Sugar Busters opinion not excerpted here, the plaintiff argued that even if the assignment at issue was not valid, it nevertheless possessed trademark rights in the title of its book Sugar Busters!, and the defendant’s title Sugar Bust for Life! would confuse consumers into mistakenly believing that the latter book was affiliated with the former. In analyzing this claim, the Sugar Busters court cited numerous cases in support of trademark law’s longstanding rule that titles of single creative works are not registrable as trademarks, apparently because titles are merely descriptive. Titles are “the proper name of a specific thing, not the differential of a species.” Sugar Busters LLC v. Brennan, 177 F.3d 258, 268–69 (5th Cir. 1999) (quoting International Film Serv. Co. v. Associated Producers, Inc., 273 F. 585, 587 (S.D.N.Y. 1921) (Hand, J.)). However, because titles of individual books may be protected under Lanham Act § 43(a) upon a showing of secondary meaning, the Sugar Busters court remanded the case back to the district court to determine if the title possessed the requisite secondary meaning. See Sugar Busters, 177 F.3d at 270. For more on the peculiar (and probably incoherent) treatment that trademark law affords to titles of individual creative works (including movies), see MCCARTHY § 10:4. See also In Re Wood, No. 88388841, 2023 WL 5287184, at *1 (T.T.A.B Aug. 15, 2023) (affirming refusal to register as a trademark book title CHURCH BOY TO MILLIONAIRE).
2.  Assignment and the importance of due diligence. In 1998, Volkswagen AG purchased Rolls-Royce Motor Cars from Vickers PLC for £430 million ($712.7 million at the time), including Rolls-Royce Motor Cars’ traditional manufacturing facility at Crewe, England. Inexplicably, what Volkswagen failed to appreciate was that Rolls-Royce Motor Cars did not own the Rolls-Royce trademark for automobiles. Instead, Rolls-Royce PLC, the manufacturer of airplane engines, owned the mark for automobiles. Rolls-Royce PLC had licensed the mark to Rolls-Royce Motor Cars under a license that terminated in the event that Rolls-Royce Motor Cars was sold. When the sale of Rolls-Royce Motor Cars triggered the termination of the license to Rolls-Royce Motor Cars, Rolls-Royce PLC licensed the mark instead to Volkswagen’s rival BMW, which was Rolls-Royce PLC’s manufacturing partner for various aircraft engines (and the entity that Rolls-Royce PLC had hoped would purchase the automaker). Thus, Volkswagen had purchased the means to manufacture Rolls-Royce automobiles in all but name. In an effort to avoid litigation, Rolls-Royce PLC, Volkswagen, and BMW eventually reached an agreement in which BMW paid Rolls-Royce PLC £40 million in exchange for the assignment to BMW of the Rolls-Royce trademark for automobiles. BMW agreed to lease the mark to Volkswagen through 2002, after which Volkswagen would no longer be able to use the mark. On January 1, 2003, BMW-owned Rolls-Royce Motor Cars opened its new Goodwood manufacturing plant in England—thus freeing it of any need to rely on the Crewe, England plant. See Tom Buerkle, BMW Wrests Rolls-Royce Name Away from VW, N.Y. TIMES, July 29, 1998.
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