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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

_______________________________________________________________ X
PRIVADO MARKETING GROUP LLC, DC 115
CEDAR NR, LLCandDON COQUI HOLDING
COMPANY, LLC,

Plaintiffs,

OPINION AND ORDER
- against
13v-3137ER

ELEFTHERIA REST CORR

Defendant
_______________________________________________________________ X

ELEFTHERIA REST CORPandJOHN
MANGAN,

Counterclaim Plaintiffs,
- against
PRIVADO MARKETING GROUP LLC, DC 115
CEDAR NR, LLCandDON COQUI HOLDING
COMPANY, LLC,

Counterclaim Defendants

Ramos, D.J.:

This caeinvolves a dispute over the ownership and use of the federally registered
trademark DON COQUT (the “Mark”). Doc. 1(“Compl”). Plaintiffs and Counterclaim
Defendant$’rivado Marketing Group LLC'Privado”), DC 115 Cedar NR, LLC and Don Coqui
Holding Compap, LLC (collectively, “Counterclaim Defendants”) operate restaurants in New

Rochelle and White Plains, New York under the Don Coqui naGempl.  3.Defendant

! The counterclaimthemselvesnly name Privado as a Counterclaim Defengdaltitough all three Counterclaim
Defendants are identified as suntthedocument’s caseaption SeeDoc. 21. Because the three entitieave
proceedegbintly—both in filing theirpleading in response to the counterclaimsiarmdoving to dismiss-the
Courtrefers tathem collectively for purposes of the instant moti®eeDocs.22-23.

Dockets.Justia.com


http://dockets.justia.com/docket/new-york/nysdce/1:2013cv03137/413761/
http://docs.justia.com/cases/federal/district-courts/new-york/nysdce/1:2013cv03137/413761/30/
http://dockets.justia.com/

Eleftheria Rest Corp. (“Eleftheria”) operates a restaurant in Queens, Nidwider the same
name. See id{ 4.

Counterclaim Defendantwought suit for trademark infringement and unfair
competition, asserting those claims both under the Lanham Act and at commaa. [§fv52
79. Eleftheria and John Mangan (“Mangah{jogether, “Counterclairflaintiffs”) responded
by asserting counterclainigr (1) cancellation of Counterclaim Defendants’ registration of the
Mark, along with a declaration of the registration’s invalidity and unenfordgabi
(“Counterclaim One”)and (2) a declaration that Counterclaim Plaintiffs own and/or have the
right to continue using the MafkCounterclaim Two”) Doc. 21. Presently before the Court is
Counterclaim Defendantshotion todismissthe counterclaimgpursuant to Federal Rule§
Civil Procedure 12(b)(6and9(b). Doc. 23.

For the reasons discussed below, Counterclaim Defenaaotsin to dismiss is
GRANTED.
l. Background

A. General Overview

Typically, whenconfrontedwith a motion to dismiss, the Court bases its recitation of the
facts on the allegations contained in toatestegleadingwhich the Court accepts as true for
purposes of deciding the motioBeeKoch v. Christie’s Int'l PLC699 F.3d 141, 145 (2d Cir.
2012). However, because the counterclaims do not prdwdmckground of the underlying

dispute, and because most of the core facts alleged in the Complaint are thedisplied, the

2 As discussed below, Mangan was not originally named as a defendaistsnit ancnly entered the case with
the filing of theAmended AnswerThough the precise status of the parties’ current relationship®are
immediately cler, it is sufficient for present purposes simply to note ktahgan vas originally affiliated with
Counterclaim Defendants but is natfiiliated with Eleftheria. SeeCompl 11 2224; see alscAm. Answer{ 24
(admitting that, at a certain point, Mangarcéee affiliated with Eleftheria)
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Court begins by quoting the joint summary of the case that the parties prepantidipation of
the initial pretrial conferencé:
This is an action for trademark infringement and unfair competition, at
common law and under the Lanham Act, 15 U.S.C. 88 Hi5deq 1114(a)
arising from [Eleftheria’s] use of the DON COQUuademark (the ‘Mark’ or
‘DON COQUI Mark’). It is not contested that [Counterclaim Defendants] own
the Certificate of Registration in the Mark issued by the United States Patent and
Trademark Office, by assignment. The parties dispute, however, who owns the
Mark. [Counterclaim Defendants] contend that the patriarch of the Rodriguez
family [nonsparty Jimmy Rodriguez] conceiveaf the Mark, that he and the
Rodriguez family first used the Mark in commerce and duly registered it, and tha
they are the rightful owners of the Mark based upon those alleged facts.
[Eleftheria] contends that certamf its principals were involved in the first use of
the Mark in commerce and that, therefdideftheria] or certain of its principals
share an ownership interest in the Mark and that [Counterclaim Defendants’]
registration of the Mark can be invalidatealsed upon those alleged facts.
Doc. 20.
B. Procedural Background
Counterclaim Defendantsthe plaintiffs inthemainaction—filed their Complaint
against Eleftheria on May 9, 2013. Doc. 1. Eleftheria answered the following month7.Doc
The Answer inclded a single counterclaingee id. On July 2, 2013, the Court denied
Counterclaim Defendants’ motion for a preliminary injuncti@eeDkt. Minute Entry dated
07/02/2013. Eleftheria amended the Answer on November 4, 2013. Doc. 21. That Amended
Answercontainedhe two counterclaims presently before the Court, and its filing marked
Mangan’s entrance into the case as a second Counterclaim Pl&egfid. Counterclaim

Defendants filed a reply to the counterclaims two weeks later. Dod.t2#.repy also

introduced claims against Mangan that essentially mirror those originallghiragainst

% The Court notes that this summary is provided solely to offer contettidatiscussion that follows; the Court
draws no factual inferences from it in rendering its decision on #ngsnof the motion, nor should the@t's
inclusion of the joint statement be read to bind either party to a particular tigigaisition. The Court further notes
that this summary was prepared prior to Mangan’s entrance into the. action
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Eleftheria. See id.Counterclaim Defendants filed the instant motion on Dece®i2013,
asking the Court to dismiss both counterclaims. DocM&ngan answered the claims against
him the same dayDoc. 25.

C. The Counterclaims

The essence of the two counterclaims, taken together, Sdaterclaim Plaintiffs were
the actual first users of the MariCounterclaim Onalleges thahon-party Jimmy Rodrigue?
committed fraud on the Patent and Trademark Office (“PTa8n he applietb register the
Mark. Am. Countercl. § 18. Specifically, Counterclaim Plaintiffs allege that Rodriguez was not
the first user of the Mark, that he incorrectly claimed thgidreonally owned and used the
Mark, and that he misrepresented the date the Mark was first las€d. 1114. They go on to
allege that these misrepresentations were intentional and that the PTO reli¢daggon
misrepresentations in granting the régison, which would not have been granted otherwise.
Id. 19 1517.

Counterclaim Plaintiffs then offer alternative theories. First, assuming thiaigRez did
own the Mark, they allege that he abandoned the same “by purported licensing the tkiauwk wi
exercising quality control over its use” priorite assignment t€rivado. Id.  18. Next,
assuming the assignment to Privado was valid, they allege that Privado never bdarkthe
abandoned the Mark, and engaged in the same “purported licensing . . . withoutrexercisi

quality control.” Id. 19-21.

* Rodriguez is a thirtyear veteran of the restant business whose previous ventures have inciNeadYork
eaterieslimmy’s Bronx Café and Sofrito. Compl. § 15.

® Citations to the Amended Counterclaims refer to the numbered paragreginning on page 8 of the Amended
Answer. Doc. 21.



Counterclaim Twalleges thaCounterclaim Plaintiffs used the Mark prior to Privado
and have used it continuoudince the date of first uséd. {4 2323. Specifically, the
counterclaim alleges:

23. Mangan and/or Eleftheria, and/or entities from which Mangan and/or
Eleftheria derive rights, made use of the Mark prior to Privado and/or any
person or entity from which Privado claims rights.

24. Mangan and/or Eleftheria, and/or entities from which Mangan and/or
Eleftheria derive rights, have made continuous use of the Mark since the
date of first use.

Id. Therefore based on priority of us€ounterclaim Plaintiffs allege that one or both of them
owns and has the exclusive right to use the Maak fT 25-26.1n the alternative, Counterclaim
Plaintiffs allege thaEleftheria’s “long and continuous use of the Mark” entitles it to continue
doing so without accounting to or obtaining a license from Privétld]{ 2829.

Il. Legal Standard

The Federal Rels of Civil Procedure provide that a Rule 12{iotion“must be made
before pleading if a responsive pleading is allowdéed. R. Civ. P. 1®). Here, Counterclaim
Defendants answered the counterclaims prior to filing the instant motion. Howev8edond
Circuit has held that “a motion to dismiss for failure to state a clairthat is styled as arising
under Rule 12(b) but is filed after the close of pleadisigsuld be construed by the district court

as a motion for judgment on the pleadings under Rule 12R3tel v. Contemporary Classics of

Beverly Hills 259 F.3d 123, 126 (2d Cir. 2001) (footnote omitfedhe standardinder Rule

® Rule 12(c) permits parties to move for judgment on the pleadingsef{#ii¢ pleadings are closedut early
enough not to delay trial.Fed. R. Civ. P. 1®). The Court notes that Mangan’s answer to Counterclaim
Defendantstrossclaims against him was fileslbsguent to, but othe same day athe instant motion. However,
particularly because Mangan'’s responsive pleadoggnot speak to the counterclaims now at issue, the Court
deems the pleadings to have been sufficiently “closed” such that thet msi#on is properly before the Court
under Rule 12(c)Lest there be any dispute over this point, the Cloutther notes that it was not until five days
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12(c) is identical to the one used to evaluate 12(b)(6) moti®as.id(citing, inter alia, Irish
Lesbian &Gay Org. v. Giuliani143 F.3d 638, 644 (2d Cir. 1998)).

When ruling on a motion to dismiss pursuant to Rule 12(b)(6), tliet Gust accept all
factual allgations in the complairats trueanddraw all reasonable inferences in the plaintiff's
favor. Koch 699 F.3dat145. However, the Court is not required to credit “mere conclusory
statements” or “threadbare recitals of the elements of a cause of a&gircioft v. Igbgl556
U.S. 662, 678 (2009) (citinBell Atl. Corp. v. Twombly550 U.S. 544, 555 (2007)}ee also id.
at 681 (citingTwombly 550 U.S. at 551). “To survive a motion to dismésspmplaint must
contain sufficient factual matter . . .‘tstate a claim to relief #t is plausible on its face.'Td. at
678 (quotingTwombly 550 U.Sat 570). A claim is facially plausible “whehe plaintiff pleads
factual content that allows the court to draw the reasonable inference thefethezaaht is liable
for the misconduct alleged.Id. (citing Twombly 550 U.S. at 556). More specificalthe
plaintiff must allege sufficient facts to show “more than a sheer possibility tthefendant has
acted unlawfully.” 1d. Federal Rule of Civil Procedure 8 “marks a notable and generous
departure from the hypéechnical, codeleading regime of a prior era, but it does not unlock
the doors of discovery for a plaintiff armed with nothing more than conclusidehsat 678-79.

If the plaintiff has not “nudged [his] claims across the line from conceivable to playsidp
complaint must be dismisgé Twombly 550 U.Sat570.

“In alleging fraud or mistake, a party must state with particularity the circurestanc
constituting fraud or mistakeMalice, intent, knowledge, and other conditions of a pesson’

mind may be alleged generallyPed. R. Civ. P. @). The Second Circuitifas read Rule 9(b) to

later, when the Court waived its pmotion conference requiremeamd set the briefing schedule, that thetion
was formally acceptefibr consideration. Doc. 26.



require that a complain{l) specify the statements that the plaintiff contends were fraudulent,
(2) identify the speaker, (3) state where and when the statements were mddgeapthin why
the stéements were frauduletit. Rombach v. Chan@55 F.3d 164, 170 (2d Cir. 2004) (quoting
Mills v. Polar Molecular Corp.12 F.3d 1170, 1175 (2d Cir. 1993Moreover, the fact that
scienter can be alleged “generally” merely meansRiué 9(b)'sheightend particularity
requirement does not apply; it does not mean that conclusory allegatiisigfice. Igbal, 556
U.S.at 686-87(“Rule 9 merely excuses a party from pleading discriminatory intent under an
elevated pleading standard. It does not givelliemse to evade the less rigidhough still
operative—strictures of Rule”8; see Krys v. Pigot749 F.3d 117, 129 (2d Cir. 2014).

The legal standard on a Rule 12 mot®the sameavhen evaluating whether
counterclaims have been sufficiently plegke, e.g.Weisman Celler Spett & Modlin, P.C. v.
Trans-Lux Corp.No. 12 CIV. 5141 JMF, 2014 WL 476348, at *2 (S.D.N.Y. Feb. 6, 2(Rd3s
Stores, Inc. v. LinckdNo. 13 CIV. 1876 SAS, 2013 WL 5629646, at *2 (S.D.N.Y. Oct. 4, 2013)
Overseas Private InCorp. v. FurmanNo. 10 CIV. 7096 RJS, 2012 WL 967458, at *7-8
(S.D.N.Y. Mar. 14, 2012) (discussing the applicability of bbtvomblyand Rule 9(b) to
counterclaims challenged under Rule 12(K)hgvision PayPer-View, Ltd. v. FaluNo. 06 CIV.
4457, 2008 WL 318352, at *1 (S.D.N.Y. Feb. 4, 2008).

II. Discussion

A. The Preliminary Injunction Materials Cannot Be Used To Supplement the
Counterclaims

As a threshold matter, the Court rejects Counterclaim Plaintiffs’ contentioarat
defects in the pleadings candeed byprior filings madein opposition to Counterclaim

Defendants’ preliminary injunction motiorseeCountercl. Pls.” Mem. of Law in Opp’n at 8-9



(“[M]otions detailing the facts of claims and defenses can be used by courts tarsequple
pleadings fopurposes of enhancing specificity if necessary&l)least one court within this
Circuit has on two occasions, expressly declined the opportunity to consider preliminary
injunction materialsvhendeciding a Rule 12(b)(6) motion, even where, unlike here, the two
motions were being reviewed concurrentBeeN.Y. State Elec. & Gas Corp. v. U.S. Gas &
Elec., Inc, 697 F. Supp. 2d 415, 423 n.1 (W.D.N.Y. 20E)ogen, LLC v. Town of ItgI¢438 F.
Supp. 2d 149, 163 (W.D.N.Y. 2006).
Counterclaim Plaintiffsite only two cases in support tfeir position The first,Weiss
v. Incorporated Village of Sag Harbor62 F. Supp. 2d 560 (E.D.N.Y. 2011), is inapposite, as it
merely reiterates the generale that courts reviewing a motion to dismiss may consider
(1) facts alleged in the complaint and documents attached to it or incorporated in
it by reference, (2) documents ‘integral’ to the complaint and relied upon in it,
even if not attached or incorporated by reference, (3) documents or information
contained indefendant motion papers if plaintiff has knowledge or possession
of the material and relied on it in framing the complaint, (4) public disclosure
documents required by law to be, and that have been, filed with the Securities and
Exchange Commission, ar{@) facts of which judicial notice may properly be
taken under Rule 201 tfie Federal Rules of Evidence.
Id. at 567 (quotindn re Merrill Lynch & Co., Inc.273 F. Supp. 2d 351, 356-57 (S.D.N.Y. 2003
(internal quotation marks omitted)Nothing in ths gandard authorizes the Court to use
testimonialdocuments submitted at a prior stage in the litigatioorder to supplement a party’s

otherwisedeficientpleadings, nor do Counterclaim Plaintiifiglicate that they are movirigr

the documents’ consideration on onetase bases

" To the extent that Counterclaim Plaintiffs’ papers can be read as asking théoQake judicial notice of the
preliminary injunction materials on the grounds that they are countd®end ths are publicly available, the Court
notes that such aapproachwould eviscerate the general rule precluding courts from consideringséxtrin
documents on a motion to dismiss. In other wafdbe mere filing of a court document were sufficientarant
the taking of judicial noticethenthere would be nothing to stop parties freabmiting affidavits or other
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The second case citd8lonilla v. Trebol Motors Corp150 F.3d 77 (1st Cir. 1998), is
nonbinding on this Court and, in any event, stands for a narrower proposition that the one for
which it is offered Specifically, the First Circuit elected téoflow those courts that, in special
circumstances and only for Rule 9(b) purposes, have treated the plaintiffs’ apptsiti
summary judgment. .as ade factoamendment or supplement to the complaiatlegations
Id. at81. ThuspBonilla’s reasoning was limitetb Rule 9(b) ands unavailing to Counterclaim
Plaintiffs to the extent that their claims are otherwise deficient under Ruleudhermore,
Bonilla’s procedural posturdistinguishes it from the instant actiothere,the defendants had
brought annitial “barrage of legal attacks on the complaint” duringghmxmary judgment
phase, andafter defaulting prior to triathey renewed their Rule 9(b) challenge on appkhlat
79-81. The First Circuit’'s obsenwan that remand “at this stage” would have been “sillgés
not, thereforespeak tahe propriety of dismissah this case which hasgyet toeven entethe

summary judgment phase in the first instanice at 81°

evidentiary materials at the Rule 12 stage direct attempt to supplement their pleadinglkat the documentst
issue herdappened the submitted at an earlier stage showdehno bearing on the outcom®doreover, as
discussed below, theecondine of authority to which Counterclaim Plaintiffs cite undermines@ation that
judicial notice is appropriate in such situations.

8 The First Circuit's reasoninig this regard further demonstrates that it would be inappropriate f@uthe to take
judicial notice of the preliminary injunction materials simply becausg #ne contained in the Court’s records.
Were judicial noticeavailabe in such situationghe summary judgment materialfsissue irBonilla would have
been properly before the court in any event, and there would have been no rikedkfst Circuit to have adopted
anarrover exceptiorthat islimited to the Rule 9(bgontext

° Bonilla cites this Court’s decision iBuccino v. Corihentd AssuranceCo., 578 F. Supp. 151¢5.D.N.Y. 1983)in
support of its holding. 150 F.3d 81. The Court iBuccinoobserved that, “[a]lthough the fraud claim was not as
precisely pleaded as it should have been, whatever specifics were lacking ieghgosis as stated in the
complaint have been supplied by the documentary, affidavit and depositien& produced in connection with
this motion[for summary judgment] 578 F. Sup. at 1524 n.5SinceBuccinoinvolved summary judgment
proceedingswherein courts arentitled to rely on otherwisadmissible evidencé,is inapposite for present
purposes



The Caurt’s resolution of the instamhotiontherefore turns on th@ausibility of the

counterclaims themselves, without reference ta¢herds of therior proceedings®
B. The Counterclaims Fail To State a Plausible Clainunder Rule 8
i. Counterclaim Plaintiffs’ Alleged Use of the Mark

As noted above, the crux of theo counterclaims is that Counterclaim Plaintiffs were
the first users of the MarK. It is a fundamental precept of trademark law that trademark rights
arise from priority of useSee, e.gITC Ltd. v. Punchgini, Inc482 F.3d 135, 146-47 (2d Cir.
2007). “Thus, so long as a person is the first to use a particular mark to identify his goods or
services in a given market, and so long as that owner continues to make use of the mark, he i
‘entitled to prevent others from using the mark to describe their own goatisit market. Id.
at 147 (quotindefiance Button Mach. Co. v. C & C Metal Prods. Cpo#9 F.2d 1053, 1059
(2d Cir.1985).

Here, the pleadings are @aty devoid of factual allegations tending to render

Counterclim Plaintiffs’ useclaims plausiblé? Indeed, apart from diretégal conclusions

The other case on whi®onilla relies,Elias BrothersRestaurants, Inc. v.adrn Enterprises, In¢831 F. Supp. 920
(D. Mass. 1993)is equally distinguishable, in addition to being nonbinding on thistCdimere, the deficient
pleadings in question were introduced in a motion for leave to amandads itself filed irconnedon with the
movant’s opposition to its adversary’s summary judgment motirat 92122. Thecourt found that, since the
allegations in the proposed pleadings were clearly premised on the ergemiterials submitted as part of that
opposition, adifional amendments to the proposed pleadings were unneceksaay922 n.3.

1% counterclaim Plaintiffs’ brief referenseertain of the facts contained in those earlier filed docum&es.
Countercl. Pls.” Mem. of Law in Opp’n at 5, 8, 1However,statementgontained in motion papers cannot be used
to cure deficiencies in the pleadingSeeWright v. Ernst & Young LLP152 F.3d 169, 178 (2d Cir. 1998)

! Because the fraud allegat®in Counterclaim Onarethemselveslependent on thiirst useallegatons the
Court examinsthe counterclaims in reverse order.

2 The deficiencies appear to be the product of a misunderstanding, orei@taimt Plaintiffs’ part, regarding the
Rule 8 pleading standar&pecifically, Counterclaim Plaintiffs ci@rownlee v. Coning957 F.2d 353, 354 (7th Cir.
1992)(Posner, J.), for the proposition that “whether a pleading is ‘congiuisaot the issue.” Countercl. Pls.’
Mem. of Law in Opp’n at 13. Putting aside the fact that Seventh Cirdhibi@ty is not bindig on this Court, the
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regardingownership and use rights, the only allegations contained in Counterclaim Two are (1)
that one or both of Counterclaim Plaintiffs (and/or one of their affiliates) usedahepvior to
Privado or any of its affiliates, and (2) that this use has been continuous. Am. Cofifi3el.
24. But these allegations, whityledas factual assertions, are themselves conclueg.
Papasan v. Allain478 U.S. 265, 286 (1986) (“Although for the purposes of this motion to
dismiss we must take all the factual allegations in the complaint as true, we arentbtdou
accept as true a legal conclusion couched as a factual allegasee.glsarwombly 550 U.S.

at 555 (quotig Papasarapprovingly). In other words, Counterclaim Two seeks a declaration
that Counterclaim Plaintiffs own the Mark by virtue of their prior and continuous usdebut t
only “facts” alleged in support of this claim are that they are prior antintious users of the
Mark. This question-begging approach does not rendeotn@erclaim plausible; it merely
restates thérst-usetheory on which their claim is based. Lacking frompleadings are any
factual allegations regarding, for instance, when or in what context the Marfirstaised.

There is no indication as to which of the Counterclaim Plaintiffs or their &fliasedhe Mark

decision inBrownleewas rendered fifteen years prior to the Supreme Court’s ruliliggamblyand thus reflects an
outdated interpretation of Rule 8. Indekghal flatly contravenes Counterclaim Plaintiffs’ Rule 8 argume3ge
556U.S.at679(“In keeping with these principles a court considering a motion to disraischoose to begin by
identifying pleadings that, because they are no more than conclusionst angitfed to the assumption of trugh.

In advancing this misintpretation,Counterclaim Plaintiffs overstate the position rightly advanced byteotlaim
Defendants. In other words, requiring Counterclaim Plaintiffsdludte factual allegations in their pleadings is not
equivalent to requiring that they “plead evidentiary support for thémnclaSeeCountercl. Pls.” Mem. of Law in
Opp’n at 11, 12.Counterclaim Plaintiffs need nptoffer the evidentiary basis for whatever facts they wish to
allege. They are not being askegtovetheir clains, but they are being asked to propestigtetheir clairrs, and

this means coming forward with sufficidiactual allegationto render the claisplausible. Seelgbal, 556 U.Sat

678 (“A claim has facial plausibility when the plaintiff pleads factual conteattdllowsthe court to draw the
reasonable inference that the defendant is liable for the misconduct d)leged.
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at any giventime,*® and thus there is no factual content supporting the blanket assertion that the
alleged use @as “continuous.”

Counterclaim Plaintiffs’ alternative theenthat Eleftheria’s “long and continuous use of
the Mark” would entitle it to continue using the Mark even if Privado had priority of isse—
inadequately pleébr the same reasons. Am. Countefi§l2829.*

Thus, Counterclaim Two fails to state a claim and is dismissed in its entirety.

ii. Rodriguez’s Alleged Fraud on the PTO

Sincethefirst use claimsn Counterclaim Tware insufficiently pledandsincethe fraud
allegationgn Counterclaim One amependent on thoskeficientfirst useclaims,it necessarily
follows thatCounterclaim Onalsofails tostate a plausible clair?

The Lanham Act provides for cancellation of a trademark registration ainaayf it
was fraudulently obtained. 15 U.S.C. § 1®4° The party seeking cancellation on the basis

of fraud must establish that the registrant misrepresenteaterial fact, that thegistrantknew

13 This is not to suggest that Counterclaim Plaintiffsmeeluded from pleadinig the alternative. SeeCountercl.
Pls.” Mem. of Law in Opp’n at 9 n.ZThe problem is that, on the face of the pleadings as they currently stand,
Counterclaim Plaintiffs have not plesything It would be one thing to say, for instance, thifiliate A began
using the Mark om certairdateand that, alternatively, Afiiite B began using the Mark snme other dateBut
that is not what Counterclaim Plaintiffs have done. Instead ey merely alleged that someone in their camp
used the Mark at some point prior to its use by somaffiiated with Counterclaim Defedants That type of
generalized assertion, unsupported by any factual content, is not enougtye the claims acro$siomblys line
between conceivable and plausible.

141t appears thahis alternative theory igeared toward 15 U.S.€.1115(b)(5), vhich “preserves the common law
trademark rights of parties whose continuous use of a similar matatpsethe registration in questiorDress for
Success Worldwide v. Dress 4 SuccB89 F. Supp. 2d 351, 359 (S.D.N.Y. 2008 that end, the Court rest that
this statutory exception to the priority rule also requires thad¢hend user have begun using the maikhbut
knowledge of the registrastprior us¢’ 15 U.S.C.§ 1115(b)(5). The counterclaim is silent on this element.

15 Sincethe pleadings fail under Rule 8, there is no readd indeed it would be futile—to subject the fraud claim
to Rule 9(b)’s heightened particularity requirement at this time.

8 The Actalsoprovides courts with the authority cancel trademark registrationSeel5U.S.C. §1119.
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or should have known thas representatiowas falsethat the registrant intendéd induce tle
PTO to act in reliance thereon, that the PTO reasomalsyl on the misrepresentatjand that
damags proximately resulted from that reliancPatsy’s Italian Rest., Inc. v. Bana&5b8 F.3d
254, 270-71 (2d Cir. 2011¢giting 6 J. Thomas McCarthyjcCarthy on Trademarks and Unfair
Competition§ 31:61 (4th ed. 2008)).

Here, wthout a plausible claim that Counterclaim Plaintiffs were the first to use the
Mark, the allegations that Rodriguez wa the first user of the Mark, did not personally use the
Mark, and misrepresented the date of first oisthe Markdo not rise above the level of
speculation.SeeAm. Countercl. {1 11-14. The same is true of the allegation that the
misrepresentations were intention&8lee idJ 15. Een when read as a whobknd even
assuming that the first use allegations had been adequately pled, nothing in theletmster
tends to suggest that Rodriguez had reason to know of and intentmratlalCounterclaim
Plaintiffs’ alleged first useSee, e.gEaves v. Desigs for Fin., Inc, 785 F. Supp. 2d 229, 247
(S.D.N.Y. 2011) {The requisite strong inference of fraud may be established either (a) by
alleging facts to show that defendants had both motive and opportunity to commit fraud, or (b)
by alleging facts that catitute strong circumstantial evidence of conscious misbehavior or
recklessness (gquotingShields v. Citytrust Bancorp, In@5 F.3d 1124, 1128 (2d Cir. 1994)
(internal quotation marks omittgol

Thus, Counterclaim One is dismissed to the extealleges fraud on the PTO.
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iii. Alternative Grounds for Cancellation of the Mark’s Registration®’

As alternative grounds for cancellatidsoth Rodriguez and Privado are alleged to have
licensed the Mark “without exercising quality control over its uaad Privado is alleged never
to have used the Markd. 11 1821. As with the balance of the counterclaims, these allegations
fail to state glausibleclaimfor relief.

The Lanham Act provides for cancellation of a trademark registration mhanke has
been abatoned. 15 U.S.(B 10643). “To determine that a trademark or trade name is
abandoned, two elements must be satisfied: non-use of the name by the legal owner and no
intent by that person or entity to resume use in the reasonably foreseeabklé fotetson v.
Howard D. Wolf & Assocs955 F.2d 847, 850 (2d Cir. 1992)ting Silverman v. CBS Inc870
F.2d 40, 45 (2d Cir.198%) Here, Counterclaim Plaintiffs allege solely that Privado has not used

the Mark;the pleadings are silent aswether Privado may or may not intendige the Mark

" Counterclaim Plaintiffs argue that the Court should not reach the adeqfitheir alternative allegatioirs
Counterclaim Onéecause Counterclaim Defendants did not specifically challenge those afisgatheir motion
papers.SeeCountercl. Pls.” Mem. of Law in Opp'n at 14. However, CounterclagfeBdants have expressly
requested dismissal of the “Amended Counterclaims in their entirety.” t&clurDefs.” Mem. of Law at 6.
Although the substance of the briefilsgocused on th fraud and first use theories, Counterclaim Defendants are
not required to specifically address the deficiencies in gatividual allegationcontainedwithin the claims they

are challenging. Since the sagenerablausibility attack brought to bearthirespect to the balance of the
counterclaims applies with equal force to the alternative allegations plamlimerclaim One, the Court will
address the adequacy of the counterclaims in their entirety.
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going forward™® Since nonuse and abandonment are not equivalent concepts, the claim cannot
survive on the nonuse allegation aldfie.

Likewise, ro facts are alleged in support of the blanket assertions regarding improper
licensing, whicheffectivelyamount to conclusory restatementsha generalegal principlethat
a mark can be deematiandonedf the licensor does not retain a sufficient degree of control
over its use.See Liebowitz v. Elsevier Sci. Lt827 F. Supp. 688, 696 (S.D.N.Y. 1996)
(“[A] Ithough a trademark can be licensed, the licensor must retain some degree obgentrol
the quality of the goods marketed under the trademark by the licefsieg Dawn Donut Co.,
Inc. v. Hart’'s Food Stores, Inc267 F.2d 358, 367 (2d Cir. 195p

Because none of the allegations in Counterclaim One states a plausible clahefo
that counterclaim is dismissed in its entirety.
V. Conclusion

For the reasons set forth abo@munterclaimDefendantsmotionto dignissis
GRANTED. Both counterclaimaredismissedvithout prejudice®® If Counterclaim Plaintiffs

wish to further amend their counterclaintsey shall do so bjuly 28, 2014

18 Nonuse of a trademark for three consecutive yeamstitutesorima facieevidence of abandonment5 U.S.C. §
1127. Here, the PTO'’s Notice of Recordation of the Mark’s assignment by dRedrito Privado (attached to the
Complaint as Exhibit B) is dated April 2011, ahé amended counterclaims weldediapproximately two and a
half years laterin November 2013 Accordingly,the Courtassumethat Counterclaim Plaintiffdid not seek to
establish abandonment on that basis.

¥ For the reasons detailed above, the conclusory allegation that “Privado hasrafshthe Mark” cannot cure the
deficiency. Am. Countercl. I 20.

% Counterclaim Plaintiffhiave expressly requested leave to cure any defects in their pleadmgstercl Pls.’
Mem. of Law in Opp’'n al5. Rule15 of the Federal Rules of Civil Predure provides that leave to amestauld
be freely grantedand “[iJt is the usual practice upon grantingiation to dismisso allow leave to repleatl Cortec
Indus., Inc. v. Sum Holding L,/49 F.2d 42, 48 (2d Cir. 199XKee alsdzelicity UK Ltd. v JeltE-Bath, Inc, No.
10 CIV. 5677 ILG RLM, 2013 WL 331539&t *6 (E.D.N.Y. July 1, 2013fgranting leave to amend following
dismissal under Rule 12(c)).
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The Clerk of the Court is respectfully directed to terminate the motion (Doc. 23).
It is SO ORDERED.

Dated:  July 7,2014
New York, New York

==L

Edgardo Ramos, U.S.D.J.
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