Choice Hotels International Inc v. Jagaji, Inc. et al

IN THE UNITED STATES DISTRICT COURT
FOR THE SOUTHERN DISTRICT OF OHIO
EASTERN DIVISION

CHOICE HOTELS INTERNATIONAL,

INC., . Case No. 2:10-CV-0964
Plaintiff,
V. -: JUDGE ALGENON L. MARBLEY
JAGAJI, INC., etal., Magistrate Judge King
Defendants.

OPINION AND ORDER

[. INTRODUCTION
This matter comes before the Court on Pi#i@thoice Hotels International, Inc.’s
(“Choice Hotels™) Mdion for Summary Judgment, brougiursuant to Rule 56 against
Defendants Jagaji, Inc., and Darfgatel (jointly, “Jagaji”). (Dkt18.) Choice Hotels claims the
evidence it originally provided in support of @®mplaint establishes that no genuine issues of
material fact exist, and it is entitted¢ammary judgment on all itdaims, consisting of
trademark infringement, unfair competition, anthted state law claimslagaji opposes Choice
Hotels’ motion, and maintains theistence of triable issues fact. For the reasons stated
herein, Choice Hotels’ Motiofor Summary Judgment GRANTED with respect to all its
claims.
II. BACKGROUND
A. The Parties
Choice Hotels is in the business of op@agand franchising hotels. The business was

founded in the 1930s, and has grown from a smalhabfaioadside motels to become one of the
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largest and most successful laggifranchisors in the world. Mdice Hotels offers high value,
mid-priced, hotel, motel and restrant services under suakll-known brands as CAMBRIA
SUITES®, COMFORT INN®, COMFORBUITES®, QUALITY®, SLEEP INN®,
CLARION®, MAINSTAY SUITES®, SUBURBAN EXTENDED STAY HOTEL®, ECONO
LODGE®, and RODEWAY INN®. (Compl.,  15.)

Choice Hotels and/or its predecessor tenest have offered lodging services under a
family of ECONO LODGE marks soe at least as early as 196H. {| 16.) Choice Hotels is
the owner of several United States TraddniReqgistrations for its ECONO LODGE family of
marks. [d. 17.) The family of ECONO LODGE ks owned by Choice Hotels includes but
is not necessarily limited to, Uniteda®s Trademark Registration Nos. 813642, 1799814,
2178518, 2878530, 3489688, 3522065, 3522067, and 3522199 (hereinafter, the “ECONO
LODGE Marks”). GeeCompl., Exhs. 1-8.)

Jagaji, Inc. is an Ohio corporationthvits principal office located in Marietta,
Washington County, Ohio. Mr. Disb Patel is a natural persengaging in the provision of
hotel/motel services. Mr. Bhogi Patel was the general manager lubtideoperated by Jagaiji
from October 2000 until December 2010. Onloowt July 31, 2000, Choice Hotels entered into
a Franchise Agreement with Jagaji (“the Agreement”) which permitted Jagaji to open and
operate an ECONO LODGE hotel francha&er02 Pike Street, Marietta, Ohio 45750
(hereinafter, “the Property”)(Compl., § 31; Exh. 9.)

B. The Termination of the Franchise Agreement and Trademark Dispute

Choice Hotels claims that, prior tolyjof 2008, Jagaji defaulted on its material

obligations under the Agreement by failing to resptanguest complaints. On or about July 18,

2008, Choice Hotels sent Jagaji a Notice of Defiattier, articulating thareas of alleged breach
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and offering Jagaji the opportunity to take cumtction to avoid termiian of the Agreement.
(Compl., 1 37; Exh. 10.) In that no#, Choice identified #area of default as Jagaji’s failure to
respond to guest complaints as required by the Agreement and ECONO LODGE rules and
regulations. 1f.) On or about October 8, 2008, Choicetél® sent Jagaji a second Notice of
Default, this time citing Jagaji’s failure toy#s monthly franchiseges and other financial
obligations under the Agreement to Choice Hotetime. (B. Patel Decl., Exh A.) Jagaji
submits documentary evidence of certain paysehthe outstandg amounts; however, it
admits that the outstanding payments were not made within the timeframe demanded by the
Notice of Default. (B. Patel Decl., 1 6, Exh. B.)

On or about November 17, 2008, Choice tosent Jagaji a Notice of Termination,
stating Choice’s termination of the franchise relationship and Agreement between it and Jagaji,
effective immediately. I4. 1 40; Exh. 11.) The Notice of Termination referred to the reasons
provided in the July 18, 2008 Notice of Defaudilire to respond to stomer complaints) as
the basis for termination of the franchise tielaship; however, it alssought payment of
remaining outstanding debts from Jagaji and posfits under the Agreement, for a combined
total demand of $50,040.42. (Exh. 11, p. 2.) Woéce of Termination instructed Jagaji
immediately to cease use of any and all marks owned by Choice Hatk)sTlie Notice of
Termination informed Jagaji that its canied use of the ECONO LODGE family of marks
would constitute trademark infringementd.] Sometime in November 2008, Choice Hotels
removed Jagaji from its Econo Lodge resgion system. (B. Patel Decl., { 8.)

After receiving the Notice of Termitian, Jagaji continued to use the ECONO LODGE
family of marks in, around,ral in publicity for, Jagaji’$iotel on the Property.ld. 1 47.) Bhogi
Patel “believed [Jagaji] could beinstated once all questions waresswered.” (B. Patel Decl.,
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8.) In 2009, Jagaji received three successive form letters from Choice dated July 9, July 22, and
August 17, 2009, regarding certification procedures of its hotel general manager. (B. Patel Decl.,
Exh. C.) Bhogi Patel claims these letters dgaive the understanding that Choice Hotels still
considered Jagaji to be a franchisee, that tla¢i@aship had not been terminated, and that there
was a possibility of Jagaji being reinstatetb the Ocono Lodge servation system.Id. 1 9.)

On or about November 17, 2009, Choice Hatelst another lettdo Jagaji by certified
mail regarding Jagaji’s continued unauthoriznsé of the ECONO LODGE family of marks (the
“Infringement Letter”). In the Infringement tter, Choice Hotels stated to Jagaji that it
considered Jagaji’'s continued unauthorizedaighe ECONO LODGE faity of marks to be
trademark infringement, and once again demandeditgaji immediately cease its use of the
ECONO LODGE family of marks. (CompExh. 12.) Jagaji claims that, as of November 30,
2009, it had discontinued its use of ECONO LOD@G&ks and changed the name of its hotel on
the Property to the “Marietta Inn.” (B. Paécl.  11.)Jagaji admits, however, that even after
that date it continued to displ&CONO LODGE signage on the Propertid.X

Choice Hotels filed the Complaint agsi Jagaji in this Court on October 26, 2010,
seeking both injunctivand monetary relief. Specificgllthe Complaint requests an order
permanently enjoining Jagaji from any het use of the ECONO LODGE Marks, and a
judgment against Defendants, jointly and selygrawarding Choice Hotels the money damages,
including reasonable attorney’s fees, réaglfrom Jagaji’s infringement of the ECONO
LODGE Marks. (Compl. pp. 15-16.) Jagalefl its Answer on November 22, 2010. Choice
Hotels issued its First Set oftémrogatories to Jagaji, Inc. éto Dinesh Patel on April 26, 2011.
Neither Jagaji, Inc. nor Dinesh Patel respondetieanterrogatories. @lice Hotels issued its

First Request for Production of Documents tgajia Inc. and to Dinesh Patel on April 26, 2011.
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Neither Jagaji, Inc. nor Dinesh Patel responietthe production requests. Choice Hotel filed
the instant Motion for Summadudgment on October 13, 201This time Jagaji responded by
filing an Opposition to Choice Hels’ motion. The matter is now fully briefed and ripe for
determination.

[ll. STANDARD OF REVIEW

Summary judgment is proper‘the movant shows that thel®no genuine dispute as to
any material fact and the movant is entitlegutdbgment as a matter of law.” Fed. R. Civ. P.
56(a). But “summary judgment will not lie if the . evidence is such that a reasonable jury
could return a verdict for the non-moving partyAhderson v. Liberty Lobby, Inel77 U.S. 242,
248 (1986). In considering a motion for summjaiggment, a court must construe the evidence
in the light most favorable the non-moving partyMatsushita Elec. Indus. Co. v. Zenith Radio
Corp.,, 475 U.S. 574, 587 (1986). The movant haslthrden of establishing that there is no
genuine issue ahaterial fact. Celotex Corp. v. Catretd77 U.S. 317, 322-23 (198@arnhart
v. Pickre| Schaeffer & Ebeling Cp12 F.3d 1382, 1388-89 (6th Cir. 1993).

To survive summary judgment, the non-movpagty must present “significant probative
evidence” to show that there is more than “sanmetaphysical doubt as to the material facts.”
Moore v. Philip Morris Cq.8 F.3d 335, 339-40 (6th Cir. 1993). g&nuine issue of material fact
exists “when there is sufficieevidence for a trier of fact find for the non-moving party.La
Quinta Corp. v. Heartland Props. LLG03 F.3d 327, 335 (6th Cir. 2018ge also Westco
Group, Inc. v. K.B. & Assogsl28 F. Supp. 2d 1082, 1086 (N.D. Ohio 2001) (“A factual dispute
precludes summary judgment only if it is materiadttis, if it relates t@ matter essential to

adjudication.”).



IV. LAW AND ANALYSIS
A. Federal Trademark Infringement

Count I of Choice Hotels’ Contqint alleges federal trademark infringement and unfair
competition under the Lanham Act, 15 U.S.C. § 1114. (Dkt. 1, § 62.) Choice Hotels argues that
the evidence it has provided, tolger with Jagaji's own admissis in its pleadings, establish
conclusively Jagaji's breach of the Agreemamd infringement of Choice Hotels’ registered
ECONO LODGE Marks.

Section 32 of the Lanham Act “prohibits theauthorized use of a registered trademark
when selling or advertising a good or service gishve trademark is likely to confuse or deceive
consumers® U.S. Structures, Inc. v. J.P. Structures, JA&0 F.3d 1185, 1188 (6th Cir. 1997).
The Sixth Circuit has held thafiln order to defeat summgijudgment in a Lanham Act case
alleging violations of sectior2 and 43, defendants must raise augee issue of fact as to (1)
whether their use of the trademark was withoatrégistered owner’s consent, or (2) whether
their unauthorized use was likely to cause cdofus the marketplace as to the origin or

sponsorship of the productld. at 1189.

! Section 32 reads, in pertinent part:
(1) Any person who shall, without the consent of the registrant--

(a) use in commerce any reproduction, counterfeit, copy, or colorable imitation of a
registered mark in connection with the sale, offgfior sale, distribution, or advertising of any
goods or services on or in connection with which such use is likely to cause confusiocause
mistake, or to deceive; or

(b) reproduce, counterfeit, copy, or colorably imitate a registered mark and apply such
reproduction, counterfeit, copy, or colorable ii@a to labels, signs, prints, packages, wrappers,
receptacles or advertisements intended to bd irscommerce upon or in connection with the
sale, offering for sale, distribution, or advertising of goods or services on amriecat@mn with
which such use is likely to cause confusion, araose mistake, or to deeej shall be liable in a
civil action by the registrant.



Jagaji argues that granting summary judgment is inappropriate because of the following
disputed issues of material fact:
(1) whether Jagaji breached the Franchise Agreement;

(2) whether the Franchise Agreement wagally, properly and clearly terminated
by Choice;

(3) whether Jagaji’s authorized use of the ECONO LODGE trademark was
clearly and properly revokgatior to November 17, 2009;

(4) whether Jagaji took reasonable actiomliscontinue use of the ECONO
LODGE trademark once Choice made its position clear; and

(5) whether the steps taken by Jagaji#sidentify the hotel as an ECONO
LODGE were sufficient to prevent confusion.

(Dkt. 22, at 1-2.) Upon the Court’s review oétparties’ pleadings and exhibits, however, there
is no genuine issue of material fact over Jaggbility for trademark infringement. Jagaji
admits that it continued to display the BRO LODGE Marks on the Property in connection
with its hotel after Choice Hotels unequivocallynael Jagaji the authority to do so. As a matter
of law, therefore, Choice Hdgehas established Jagaji’s litly for trademark infringement
under the Lanham Act.

Jagaji admits receiving Choice Hotels’ noticéslefault in July and October of 2008, as
well as the Notice of Termination in Novear®2008. Jagaji was then removed from Choice
Hotels’ Econo Lodge reservation system. Jagajnts that because it received three form letters
from Choice Hotels regarding managementifeation in July aad August of 2009, it still
reasonably believed Choice Hotelsismlered Jagaji to be a fransbe, and that the relationship
had not been terminated. At oral argumeatysel for Jagaji acknowledd that Choice Hotels

never rescinded the Notice of Termination.



In any event, any remaining belief Jagaji hilat it was still a franchisee authorized to
use Choice Hotels’ trademarks was dispellpdn Jagaji’'s receipt of Choice Hotels’
Infringement Letter expressly forbidding Jadgeom any further use of the ECONO LODGE
Marks. The Infringement Letter was senefendants by Choice HdgéAssistant General
Counsel, Mr. Bret Limage, argdated, in relevant portion:

[Despite Choice Hotels Internatial Inc.’s (*Choice”) November 17,

2008 notice of termination and my lettd September 8, 2009, you [Jagaji]

continue to operate your hotel@s Econo Lodge® hotel even though your

franchise agreement with Choice was terminated over one year ago.

Choice will not allow your continueuse of the Econo Lodge® marks.

By using the marks without our perggion and without paying us for that

privilege, you violate the law of unfair competition and commit trade name and

service mark infringement.

In the event you do nto respond bgwémber 24, 2009 with confirmation
that you will be ceasindlause of Choice’s markglease be assured that Choice
will file an infringement suit against you in Federal Court.

(Compl., Exh. 12.)

Choice Hotels’ position in the Infringementttex was crystal clear: Jagaji was no longer
a franchisee of Choice Hotel, and was no loragghorized to use Choice Hotels’ registered
trademarks. Jagaji was ordered to cease its use of Choice Hotelswithiks reasonable time
frame, but it admittedly failed to do so. Jagaji claims, the parties may have legitimate
disagreements about the allegeddmhes of the Agreement by Jagajid/or the intent or effect
of the notices of default and termination sentOhwice Hotels to JagajiThose alleged disputed
issues, however, do not serve to create a genlispete of the mategi facts establishing
Jagaji's unauthorized use of the ECONO LODGE Matker receiving the Infringement Letter.

The existence of a factual dispute “precludammary judgment only if it is material,

that is, if it relates to a mattessential to adjudicationWestco Group, Inc128 F. Supp. 2d. at
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1085 (citingAnderson477 U.S. 242, and continuing that, K¢ dispute must concern facts that,
under the substantive law governing the issue, naffatt the outcome of ésuit”). Where, as
here, the factual disputes raid®edthe non-moving defendant nesat be resolved to establish
liability as a matter of law, samary judgment is appropriate.

To determine whether the defendant’s ofsanother’s trademhiris likely to cause
consumer confusion, which is “the touchstohdability under § 1114, typically, the Court
must consider eight factors:)(the strength of platiff's mark; (2) the relatedness of the goods
or services; (3) similarity of the marks; (4)i@ance of actual confusion; (5) marketing channels
used; (6) likely degree of purchaser care and sbphi®n; (7) intent oflefendant in selecting
the mark; and (8) likelihood of expansiohthe product lines using the mark3addy’s Junky
Music Stores v. Big Daddy’s Family Music Ctt09 F.3d 275, 280 (6th Cir. 1997).

In U.S. Structureghe Sixth Circuit held, howevean a similar context involving a
restaurant chain franchise agreement, that “podobntinued, unauthorized use of an original
trademark by one whose license to use thestretk had been terminated is sufficient to
establish ‘likelihood of confuen.” 130 F.3d at 1190. There is no dispute that Jagaji continued
to use the ECONO LODGE Marks after its hse was terminated, and so there can be no
genuine issue of fact as to “wher [Jagaji's] unauthorized use&s likely to cause confusion in
the marketplace.’ld. at 1189.

Jagaji also claims that maia issues of fact exist a8 whether Jagaji took reasonable
action to discontinue use tife ECONO LODGE trademark onG#oice Hotel made its position
clear to Jagaji. While theddrt appreciates Mr. Patel’s tesbny that, once he received the

Infringement Letter from Choice Hotels, Jagapksome measures to stop using Choice Hotels’



marks and to mitigate any confasiof its hotel with an Econoddge, those factual issues would
bear on the measure of CbeiHotels’ damages from the infringement, not liabflity.

When viewing the evidence in the light méstorable to Jagaji, as the Court must,
Jagaji’'s admitted use of the ECONO LODGETrk& at least on the “high rise Econo Lodge
sign,” after the Infringement Lette demand, establishes liabilityatsushita 475 U.S. at 587.
Because ‘likelihood of confusioms established, and the Infringement Letter similarly leaves no
genuine dispute as to “whetheafihji's] use of the trademark wavithout the registered owner’s
consent,” Choice Hotels has met its burde establish a Lanham Act violatiohd.

B. Choice Hotels’ Remaining Claims (Counts Il — V)

Choice Hotels claims that the same facts establishing Jagaji’s liability for federal
trademark infringement also establish liability Federal Unfair Competition (Count Il),
Violation of the Ohio Deceptive Trade Praeis Act (Count Ill), and Common Law Trademark
Infringement and Common Law Unfair Competition (CountiV).

This Court has held that “the same analypplies” when determining liability on a
“plaintiffs’ [federal] trademark infringement,dtieral] unfair competition, and Ohio law claims”
for common law trademark infringement, unfair competition, and deceptive trade practices.
Victoria’s Secret Stas v. Artco Equip. CpNo. C-2-01-198, 194 F. Supp. 2d 704, 724 n. 8
(S.D. Ohio 2002)see also Coach, Inc. v. Cellular Plan€ase No. 09-cv-00241, 2010 U.S.

Dist. LEXIS 62033, at *4 (S. D. Ohio 2010) (“Coach’s claims of deceptive trade practices under

? The Court notes, After the Infringement Letter, Choice Hotels gave Jagaji almost another full year to discontinue
its use of the ECONO LODGE Marks before filing suit in October 2010. By that time, it had been almost two full
years since Choice Hotels had sent Jagaji the Notice of Termination, which required Jagaintmdesds use of

its trademarks. (Compl., Exh. 11.)

% The Complaint lists this claim as “Count \§&eCompl. p. 15, however this appears to be a clerical error.
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Ohio law and common law trademark infringarhare also met, since these claims are
considered encompassed by the federal trademark infringement analysis.”).

Jagaji’'s liability under 15 U.S.C. § 1114 fitg unauthorized use and display of Choice
Hotels’ registered trademarks, therefore, @st@blishes Jagaji’s liability for Choice Hotels’
claims of federal unfair competition under 155LC. § 1125(a), deceptive trade practices under
Ohio Rev. Code § 4165.@&t seq.and Ohio common law claims for trademark infringement and
unfair competition.

C. Choice Hotels’ Request for Hearing on Injunction, Damages, and Attorney’s Fees

Finally, Choice Hotels requests a hearing pursuant to 15 U.S.C. § 1116 to determine the
scope of injunctive relief, the proper measoirfedlamages and lost profits for Jagaji’'s
infringement of Choice Hotels’ marks, and atieys fees. Section 1116 provides the Court with
“power to grant injunctions, according to the principles of equity and upon such terms as the
court may deem reasonable, to prevent the vaoiadf any right of theegistrant of a mark
registered in the Patent and Trademark Officerevent a violation wter subsection (a), (c),
or (d) of section 43 [15 USCS § 1125].” 15 U.S.C. § 1116(a).

Having determined liability as a matter of law undeter alia, 15 U.S.C 88 1114 and
1125, the next step will be to detgne the appropriat@junctive relief toprevent any further
infringement of Choice Hotels’ trademarks by Jagad monetary reliefo compensate Choice

Hotels for any applicable damage&shoice Hotels’ request for a hearing3RANTED.

* The Sixth Circuit and Ohio state courts@affirmed this claim overlap as weliee Champions Golf Club, Inc. v.
The Champions Golf Club, In@8 F.3d 1111, 1122-23 (6th Cir. 1996) (holding that the same factors apply to
claims of trademark infringement, unfair competition, and false designation of o€gsare v. Work36 Ohio

App. 3d 26, 28 (1987) (“[W]here clais are made under Ohio common kamd the deceptivigade practices
statutes, courts are to apply essentially the same anadytiat applied in assessing unfair competition under the
federal statutes.”).
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V. CONCLUSION

Choice Hotels’ Motion for Summary judgmentGRANTED, with respect to all claims
(Counts | through 1V).Choice Hotels’ request for a heagito determine the scope of any
injunctive relief, the appropriate measofedamages, and attorneys’ fee SRANTED.

Choice Hotels’ opening brief in support of fiposed injunctive relief and proffer of
damages under the Lanham Act shall be submitted no latekibragiay, September 24, 2012
Jagaji shall submit its responseMgnday, October 8, 2012Choice’s reply memorandum, if
any,Monday, October 15, 2012

IT IS SO ORDERED.

s/ Algenon L. Marbley

Algenon L. Marbley
United States District Judge

Dated: September 10, 2012
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