IN THE UNI TED STATES COURT OF APPEALS
FOR THE FI FTH Cl RCU T

No. 02-30039

| CEE DI STRI BUTCRS, | NC.,
Pl ai ntiff-Appellee,

ver sus

J&J SNACK FOODS CORP., WAL- MART STORES, | NC.,
and | CEE OF AVERI CA, I NC. ,

Def endant s- Appel | ant s.

Appeals fromthe United States District Court
For the Western District of Louisiana

March 21, 2003

Before JOLLY, H G NBOTHAM and MAG LL, Circuit Judges.”’
H G3 NBOTHAM Circuit Judge:

These appeals concern a disagreenent between two | CEE
distributors as to whether one, J& Snack Foods, can distribute
frozen |CEE squeeze-up tubes of various flavors in the sane
territory that the other, ICEE Distributors, distributes ICEES in
a cup. After a jury trial, the district court entered a pernmanent
injunction barring J& and WAl-Mart Stores, which sold J&I's

squeeze-up tubes wthin the territory, from continuing to

" Judge of the Eighth Crcuit, sitting by designation.
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distribute the tubes. W affirm
I

In the 1960s, the John E.Mtchell Conpany (“Mtchell
Conpany”) devel oped the | CEE, a sem -frozen beverage consi sting of
carbonated water and syrup m xed together that stands up when
poured into a cup. Through its subsidiary, |ICEEQU P, the Mtchell
Conpany owned the trademark rights to the | CEE nanme on products
such as the cups for holding the frozen carbonated beverage, the
machines for nmaking the beverage, and the beverage itself.
| CEEQUI P entered into several trademark |icensing agreenments with
| CEE distributors in different parts of the country. The
plaintiff-appellee, ICEE Distributors, Inc. (“Distributors”), by
virtue of its purchase of several regional distributorships that
had each entered into these licensing agreenents, is a party to
these identically-wrded agreenents for its various distribution
territories, which include nost of Louisiana and Arkansas, and
parts of Texas, M ssouri, Al abama, and Georgi a.

In the 1980s, the Mtchell Conpany went out of business. In
response, the regional |icensees, including D stributors and The
| CEE Conpany, a subsidiary of J&J, fornmed | CEE of Anerica (“I QA").
Upon execution of an assignnment agreenent, |OA acquired the
ownership rights and interests in the trademarks previously held by
| CEEQUI P. Both Distributors and The | CEE Conpany own stock in | QA

with The |ICEE Conpany being the |argest shareholder and



Distributors the second | argest.

In 1999, J&J began manufacturing frozen squeeze-up tubes under
the nane “ICEE” on a nationw de basis. Appel  ant Wal - Mart sold
these tubes in its Samis Cub stores. Al t hough J&J requested
perm ssion from D stributors to sell the tubes in its territory,
Distributors refused. J& sold the tubes in Distributors’
territory nonetheless. Distributors filed this suit in My 1999
agai nst J& and Wal -Mart for trademark infringenent and dilution.

After the case was filed, J& attenpted unsuccessfully to
register with the U S. Patent and Trademark O fice a trademark for
the use of the ICEE nane on the tubes. The PTO rejected the
application on the basis that the proposed trademark would |ikely
be confused with 10A's trademarks on the | CEE beverage, cups, and
beverage machine. J& then assigned the trademark application to
| A, which successfully registered the trademark. |10OA s president,
Dan Fachner, who was al so the president of J&'s subsidiary The
| CEE Conpany, then granted J&) a license to use the trademark in
areas including Distributors’ territory.?

After execution of the licensing agreenent between |QA and
J&J, Distributors added | QA as a defendant, alleging that |1 0OA as

the assignee of the trademarks previously held by | CEEQU P, was

1 Acentral issue at trial was whether Fachner executed this
license with the consent of the board of directors. Certain
directors and attendees at the 1999 neeting said that the board
only voted to regi ster the tube trademark and allow J& to sell the
tubes within its own territories; others testified that the board
voted to allow J&) to sell the tubes nationally.
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bound to the licensing agreenents with Distributors, and had
breached those contracts by entering into the squeeze tube
agreenent with J&. The district court granted summary judgnment in
t he defendants’ favor on the trademark i nfringenent claim but held
atrial on the trademark dilution and breach of contract clains,
bifurcating the liability and damages stages. After the liability
stage of the trial, the jury found J& and Wal-Mart |iable for
Wi llful trademark dilution and QA |iable for breach of contract.

Based on the jury verdict, the trial court subsequently
entered a permanent injunction against J& and Wal - Mart forbi ddi ng
the sale of squeeze tubes wthin D stributors’ territory.
Def endant s appeal the injunction pursuant to 28 U.S.C. § 1292.2

|1
A

| CA first objects that the verdict against it for breach of
contract cannot serve as a basis for the permanent injunction
because the district court inproperly asserted jurisdiction over
| CA. Accepting the magi strate judge’ s recommendation, the district
court denied IOAs motion to dismss for lack of personal
jurisdiction. In its notion, QA a Texas corporation with its

princi pal place of business in California, clainmed that it was not

228 U S.C 8§ 1292(a)(1) (“[T]he courts of appeals shall have
jurisdiction of appeals from (1) Interlocutory orders of the

district courts of the United States ... granting, continuing,
nmodi fying, refusing or dissolving injunctions, or refusing to
di ssolve or nodify injunctions ....").



subj ect to personal jurisdiction in Louisiana because it had never
engaged in business in the state, had never owned or occupi ed any
property in the state, had never enpl oyed any person who wor ked or
lived in the state, had never earned, generated, or received any
incone in or fromthe state, and had never entered into or acquired
an interest in any contract or license to be perfornmed in the
st at e.

In response, Distributors argued, inter alia, that the
Mtchell Conpany’ s assignnment of trademark rights to I OA resulted
in IOA becomng a party to the |icense agreenents between
Distributors and | CEEQUI P, which were to be perforned in part in
Loui si ana.

The magi strate j udge concl uded t hat al t hough t he
jurisdictional issue was “admttedly close,” Distributors put forth
a prima facie case for jurisdiction because of the |icense
agreenents between Distributors and IOA It explained, “[i]t is
entirely reasonable for the person who grants another party an
exclusive territory to expect to be haled into court in that
territory should it breach its promse.” However, it stated that
“to prevail at trial on the jurisdictional issue,” Distributors
“Wwll have to produce substantially nore evidence (and | egal
authority) than it has shown on this notion.”

On appeal, Distributors reurges that 10A is subject to

specific jurisdiction because |ICEEQUIP's assignnent of its



trademark rights to I10CA neant that | OA becane a party to the
exclusive licensing agreenents |CEEQU P had executed with its
regional distributors. This lawsuit arises from | OA' s breach of
t hese agreenents, which occurred when | QA granted a |icense to J&J
to sell push-up tubes in Distributors’s territory, including
Loui si ana. Thus, Distributors argues that [|QA should have
reasonably anticipated being haled into court in Louisiana for
i ntrudi ng upon Distributors’ exclusive territory there.
B

“Whet her in personam jurisdiction can be exercised over a
defendant is a question of |aw subject to de novo review by this
court.”® |In determ ning whether to exercise jurisdiction over a
nonr esi dent defendant, we nust |look to the restrictions of the
state long-armstatute and the Due Process O ause.* In Louisiana,
this becones a unitary inquiry, because the state | ong-armstatute
extends jurisdiction over nonresidents to the extent allowed by
federal due process.® Extension of jurisdiction over | QA satisfies
due process if 1 0A had sufficient mninmmcontacts with the forum

state so that extension of jurisdiction over it conports wth

3 Patin v. Thoroughbred Power Boats Inc., 294 F.3d 640, 652
(5th Gr. 2002).

4 1d.
> 1d.



“traditional notions of fair play and substantial justice.”®

A court nmay exercise specific, as opposed to general,
jurisdiction over a nonresident defendant if “the lawsuit arises
fromor relates to the defendant’s contact with the forumstate.”’
A defendant’s singular act can be a sufficient basis for
jurisdiction “if that act gives rise to the claimbeing asserted,”
so |l ong as t he def endant “reasonably anticipate[s] being haled into
court” in the forumstate.?®

Because Distributors prevailed in the district court, we nust
review the conplaint and any factual disputes in favor of the
exerci se of personal jurisdiction, and “all reasonabl e inferences
from the facts thus established are drawn in favor of the
prevailing plaintiff. However, the facts thus arrived at nust be
sufficient to affirmatively show personal jurisdiction.”?®

Contracting with a resident of the forumstate does not al one

6 1d. at 652 n.17 (internal quotation marks onitted).

" Stripling v. Jordan Prod. Co., LLC, 234 F.3d 863, 871 (5th
Cir. 2000) (internal quotation marks omtted).

8 1d. at 872 (internal quotation nmarks onitted).

® Felch v. Transportes Lar-Mex SA De CV, 92 F. 3d 320, 327 (5th
Cr. 1996); see also id. at 326 n.16 (“[T]o the extent of any
actual conflicts in the evidence, we resolve these in favor of [the
plaintiff], as we do al so any choi ce of reasonabl e i nferences to be
drawn from the evidence; we |ikewi se credit the nonconcl usiona
factual allegations of the conplaint to the extent those are not
controverted by any of the evidence; however, the facts thus
arrived at nust be sufficient to affirmatively show personal
jurisdiction where, as here, that has been properly chall enged.”).
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support the exercise of jurisdiction over the defendant.® “|nstead
we | ook to the factors of prior negotiations, contenplated future
consequences, terns of the contract, and the parties’ actual course
of dealing to determ ne whether [|IOA] purposefully established
m ni mum contacts with the forum”

The t ext book case of Burger King Corp v. Rudzew cz!? dealt with
a contractual relationship simlar to that between 10A and
Di stributors. The plaintiff, Burger King, sued a franchisee,
Rudzewi cz, for breach of +the franchise agreenent’s paynent
provision and for trademark infringenent; the allegations stenmmed
fromRudzewi cz’s failure to pay required nonthly anmounts to Burger
King and his continued use of the Burger King trademarks at his
restaurant after term nation of the franchise.®® Burger King fil ed
suit in Florida, the location of its headquarters, even though
Rudzewi cz’s franchise was in Mchigan.'* Rudzew cz argued that he
was not subject to personal jurisdiction in Florida because his
restaurant was located in Mchigan and he had never even visited

Fl ori da. 1°

10 Colwell Realty Inv., Inc. v. Triple T Inns of Ariz., Inc.,
785 F.2d 1330, 1334 (5th Cr. 1986).

11 Stuart v. Spademan, 772 F.2d 1185, 1193 (5th G r. 1985).
12 471 U.S. 462 (1985).

13 1d. at 468-69.

1“4 1d. at 466.

5 1d. at 479.



The Court found otherw se, concluding that “this franchise
di spute grew directly out of ‘a contract which had a substanti al
connection with that State.’”'® Rudzewicz had “eschewed] the
option of operating an independent |ocal enterprise,” and instead

del i berately reached out beyond’ M chigan and negotiated with a
Florida corporation for the purchase of a |long-termfranchi se and
the manifold benefits that would derive from affiliation with a
nati onwi de organization.”?’ It found that “[i]n light of
Rudzew cz’ [s] voluntary acceptance of the |long-term and exacting
regul ation of his business fromBurger King’s Mam headquarters,
the ‘quality and nature’ of his relationship to the conpany in
Florida can in no sense be viewed as ‘random’ ‘fortuitous,’ and
‘attenuated.’”!® Furthernore, the defendant’s default on the
requi red paynents and illegal use of Burger King s trademarks
“caused foreseeable injuries to the corporation in Florida” and
therefore “it was, at the very least, presunptively reasonable for
Rudzewicz to be called to account there for such injuries.”?®
Simlarly, 10A s predecessor, |CEEQUIP, and Distributors were

parties to agreenents granting Distributors an exclusive |license

over a region that included nost of Louisiana, and | CEEQU P

16 ] d.
7 1d. at 479-80.
8 1d. at 480.

191 d.



accepted a long-termrelationship that contenplated its oversight
of Distributors’ actions in that territory: under the contract,
| CEEQUI P had the right to inspect |ocations there and to test the
equi pnent to ensure that ICEE quality standards were net. It also
undertook the responsibility to use its best efforts to maintainin
force the trademarks for the Distributors’s continued use in the
specified territories.?

| OA's connection to the state of Louisiana thus cannot be
vi ewed as randomor fortuitous. |QA s predecessor to the contract,
| CEEQUI P, chose the geographic territory to be controlled by the
exclusive licenses to which Distributors is now a party, and

| CEEQUI P bargai ned for certain regulatory powers in regard to that

20 The contracts provide:

4. LI CENSEE agrees (a) to maintain the standards of
quality for the various goods to which the tradenmarks
relate, as set forth in Appendi x 4 attached hereto; (b)
at all tinmes to use its best efforts toward the neeting
of said standards of quality; (c) on reasonable notice
from ICEEQUIP, to allow a qualified representative of
| CEEQUI P to nmake periodic inspections and tests during
nor mal busi ness hours at machi ne | ocations to i nsure that
said quality standards are being net. In the event
| CEEQUIP notifies LICENSEE that said quality standards
have not been net and provi des specific data and facts in
support thereof, LICENSEE shall have sixty (60) days
either to correct such failure or to discontinue use of
Trademar ks at any such | ocati on.

5. | CEEQUI P agrees, at its expense, to use its best
efforts to maintain in force the various TrademarKks,
whi ch mai nt enance shall include, but not be limted to,

the tinely filing of Affidavits of Use and Applications
for Renewal s, and further agrees to use its best efforts
to obtain trademark registrations on the pending
trademark applications listed in Appendix 1....
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ar ea. Moreover, 1OA's contracting with J&, which gave J& a
i cense that overl apped geographically with Distributors’, “caused
foreseeable injuries” to Distributors withinits territory, and it
is therefore reasonable for 10A to be called to account there for
such injuries.

| OA briefly argues that it is not a party to the |icense
agreenents with D stributors. It explains that although |OA
mai ntains the registration of the ICEE marks, it did not merge with
or expressly assune the liabilities or obligations of the Mtchell
Conpany or its affiliates such as | CEEQU P. However, it admts
that it executed an assignnment agreenent which gave it the
ownership rights to the trademarks previously held by | CEEQU P.
| QA could only acquire the rights held by the Mtchell Conpany at
the time of the acquisition, which were those rights reserved by
the Mtchell Conpany and its affiliates in the |icense agreenents.
“[Flollowing a proper assignnent [of a trademark], the assignee

steps into the shoes of the assignor.”? 1In other words,

2l Premer Dental Prods. Co. v. Darby Dental Supply Co., 794
F.2d 850, 853 (3d Cir. 1986); see also Westco G oup, Inc. v. K B.
& Assocs., Inc., 128 F. Supp. 2d 1082, 1087 (N.D. Onhio 2001)
(“Defendant K B. & Associates says th[e] integration clause in the
1995 Agreenent does not set aside the 1989 Agreenent. K.B &
Associ ates says the 1995 Agreenent only supersedes previous
agreenents ‘between the parties [t]hereto.’ Because Plaintiff
Westco was not a naned party in the 1989 Agreenent, KB &
Associ ates says the 1995 Agreenent has no effect on the 1989
Agreenment. This argunent does not persuade. In 1993, Jer-WI, the
named party in the 1989 Agreenent, assigned its rights in the
Mattress Warehouse trademark and trade nane to Plaintiff Wstco.
At that point, Wstco stepped into the shoes of Jer-WI for

11



[I]f the assignnent is valid, and the assi gnee carries on

use of the mark as it was in the past, a continuity of

the mark and its good wll is preserved .... Such an

assignee, by following in the footsteps of the assignor,

acquires not only all the rights and priorities of the
assignor, but also any burdens and |imtations on use

t hat were incunbent on the assignor. ??

Therefore, 1 0OA was bound by the sanme contractual terns relating to
the trademarks as | CEEQUI P had been during its term of ownership.
ICA is a party to the license agreenent with Distributors and
t hrough t he agreenent established sufficient mninmumcontacts with
Loui si ana.

This being so, we nust also consider whether the “fairness”
prong of the jurisdictional inquiry is net.? Here, we consider the
burden upon the nonresi dent defendant, the forumstate’s interest
inthe litigation, the plaintiff’s interest in securing relief in
that forum “theinterstate judicial systenis interest in obtaining
the nost efficient resolution of controversies,” and “the shared

interest of the several States in furthering fundanenta

substantive social policies.”? |QA has pointed to none of these

pur poses of the 1989 Agreenent.”).

22 3. THowas MCCARTHY, MOCARTHY ON TRADEMARKS AND UNFAI R COVPETI TION §
18:15 (4th ed. 2002); see also SEIGRUN D. KaNE, TRADEMARK LAaw A
PRACTITIONER S GUDE § 20:1 (3d ed. 2001) (“A trademark assignnent is
a transfer of ownership. The trademark owner (assignor) gives up
all rights to the mark. Those rights are acquired by the assi gnee,
who stands in the shoes of the assignor.”).

2 Fel ch v. Transportes Lar-Mex SA de CV, 92 F.3d 320, 324 (5th
Cir. 1996).

24 1d. at 324 n.9.
12



factors as mlitating against exercising jurisdiction over it in
this case. In fact, several factors weigh in favor of
jurisdiction. Louisiana has an interest inthe litigation because
it concerns which entity has the right to utilize the push-up tube
trademark in the state. Distributors, which counts Louisiana as a
maj or part of its territory, has a simlarly strong interest in
pursuing this suit there. Furthernore, as a matter of judicia
econony, the best place for resolution of the issues presented is
in this suit, where clains against the three allegedly offending
parties — QA J&J, and Wal-Mart — can be resolved together in a
court located in the disputed territory. W hold that conferring
jurisdiction over | OA does not offend traditional notions of fair
pl ay and substantial justice in this case.
1]

| QA urges that even if it was subject to the district court’s
jurisdiction, the trial court nevertheless erred in entering the
i njunction based on the jury’s breach of contract finding because
| QA did not breach the |license agreenents with Distributors. W
review the district court’s grant or denial of a pernmanent
i njunction for abuse of discretion.?® The trial court abuses its
discretionif it “(1) relies on clearly erroneous factual findings

when deci ding to grant or deny the permanent injunction, (2) relies

2> pPeaches Entmt Corp. v. Entmit Repertoire Assoc., 62 F.3d
690, 693 (5th Cir. 1995).
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on erroneous concl usions of |aw when deciding to grant or deny the
permanent injunction, or (3) msapplies the factual or |[egal
concl usi ons when fashioning its injunctive relief.”2 The district
court here did not nmake any express findings of fact or concl usi ons
of |aw supporting the injunction, as required by Federal Rule of
Cvil Procedure 65(d). “Wile a court’s failure to do so does not
require that the injunction be reversed or vacated, particularly
when there is a jury verdict on which an injunction [is based], the
absence of findings does require sone conjecture on our part.”?

It calls on us to exam n[e] the record to determne if
sufficient evidence supports the i ssuance of injunctive relief.’”28
| QA argues that the |icense agreenent with Distributors does
not cover the trademark on the push-up tubes, but only those
trademar ks on t he beverage, beverage machi ne, and cups. Because of
the limted nature of the agreenent with Distributors, I0OA could
not have breached that contract by entering into the licensing
agreenent with J& for use of the trademark on the push-up tubes.
| QA cites | anguage from the contract providing that the |icensor

agrees “to grant no other licenses under the Trademarks in the

Mar keting Area.” The agreenent defines “Trademarks” as the federal

% | d.

27 Pr of essi onal Ass’n of Coll ege Educators, TSTA/NEA v. El Paso
County, 730 F.2d 258, 273 (5th Cir. 1984).

28 1d. (quoting Sanpson v. Murray, 415 U.S. 61, 86 n. 58 (1974)).
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trademark regi strati ons and applications for registrationlistedin
its appendi x 1, which include trademarks, trademark registrations,
and applications for the FCB, FCB nmachine, and cups, but not for
push-up tubes.

Di stributors responds by singling out the contract’s statenent

that Distributors received “a license under the Trademarks and
under any registrations which may issue to ICEEQUI P relating to the
Trademarks.” It argues that this contractual | anguage i nplies that
it received the rights not only to the trademarks, registrations,
and applications |isted in appendix 1 of the |icense agreenent, but
al so to any other registrations “relating to the Trademarks” that
may be issued in the future, such as an | CEE trademark on push-up
t ubes.

Al t hough 1 OA argues on appeal that the breach of contract
i ssue should not have been submtted to the jury because the
contract unanbi guously shows that the push-up tube license falls
outside of the contract with Distributors, we find the contract is

anbi guous.?® Although in its appendix 1 it lists all of the

trademark registrations and applications that conpose the term

2 See Martin Exploration Co. v. Anpbco Prod. Co., 637 So. 2d
1202, 1205 (La. App. 1st GCr. 1994) (“VWiether a contract is
anbi guous or not is a question of law. ”). Appellants assert in a
footnote that the district court should have applied Texas, not
Loui siana, contract law to this dispute, because sone of the
|icense agreenents at issue were executed in Texas. Because
appel I ants have not shown that they raised this issue below, it is
wai ved. Tandy Brands, Inc. v. Harper, 760 F.2d 648, 653 (5th Gr
1985) .

15



“Trademark” as used in the agreenent, the docunent al so appears to
provide that other registrations outside of those listed in
appendi x 1, but “related to” them are affected. Thus, the court
properly submtted this issue of fact to the jury for resol ution.?3°

| QA put forth the argunent at trial that the phrase “rel ated
to the Trademarks” neant only those marks used with ICEE in a cup.
It asserted that this was so because the contract only provided
quality-control standards for ICEE in a cup, not for any other type
of I CEE product, such as ICEE in a tube. 10A alternatively asserts
now on appeal that “any registrations which may issue ... relating
to the Trademarks” neant only the registration that would issue if
the PTO accepted the pending application |isted in appendix 1, and
successful renewal applications for the already-registered marks in
appendi x 1.

However, this argunent overlooks the fact that the term
“Trademark,” as used in the contract, already enconpasses every
itemin appendix 1, including the registration application |listed
there. The contract’s provision that “ICEEQUI P hereby grants to
LI CENSEE a | i cense under the Trademarks” is therefore sufficient to
include a grant of a license under the trademark application and
renewals of the previously registered marks, especially when

conbined with the provision in the follow ng sentence that “[t]he

30 See Total M natome Corp. v. Union Tex. Prods. Corp., 766 So.
2d 685, 690 (La. App. 2d Gr. 2000) (“[When a contract 1is
determ ned t o be anbi guous, an i ssue of material fact exists....”).

16



i cense granted hereunder shall be for the |life of the Trademarks
[i.e., those itens listed in appendix 1] and their registrations.”
Read this way, “registrations which nay issue ... relating to the
Trademar ks” woul d be a superfluous term because the applications
listed in appendix 1 and its potential registrations, as well as
any registration renewal s, are covered by the i nmedi atel y precedi ng
contractual provision. This suggests that the phrase “and under
any registrations ... relating to the Trademarks” may refer to
registrations distinct fromthe list in appendix 1.

The record fully supports the jury and district court’s
apparent finding that the contract gave Distributors a right to
mar ks obtained in the future related to the | CEE business.?* First,
the evidence suggests that in these contracts | CEEQU P granted
regional licenses for every ICEE trademark in its possession, which
indicates its intent to license all ICEE marks. Additionally, |10A
appears to have continued the practice of allow ng regional
distributors to use all of the ICEE marks. For instance, in 1995
| QA obtained a registration for use of the nane “|I CEE” on severa
types of pronotional itenms, such as beach bags, bicycles, pens,

coolers, towels, t-shirts, and toys. |QA s president, Dan Fachner

3 See id. (“[When the terns of a witten contract are
susceptible to nore than one interpretation, or where there is
uncertainty or anbiguity as toits provisions, or the intent of the
parties cannot be ascertained fromthe | anguage enpl oyed, extrinsic
evidence is adm ssible to clarify anbiguity or to showthe parties’

intent.... Adoubtful provision nust be interpreted inlight of the
nature of the contract, equity, usages, [and] the conduct of the
parties before and after the formation of the contract....”).

17



admtted that I10OA allows all of its regional distributors to use
the mark on these pronotional itens. This practice suggests that
neither OA nor its regional distributors believed they needed any
ot her licensing agreenent to confer exclusive licensing rights on
them for use of this mark

Furthernore, the actions of J& at the tinme it was devel opi ng
the concept of the |ICEE push-up tubes denonstrate that it
inplicitly acknow edged that the regional distributors had a “ri ght
of first refusal” for the use of ICEE marks in their respective
territories. At trial, J& enphasized that it offered the
distributors the opportunity to sell the tubes in their regions.
It al so had Fachner send out a letter requesting perm ssion from
these distributors for J& to sell the tubes in their territories.*
This also inplies that the custom as nenorialized in the |license
agreenents, was that distributors had the rights to use all |CEE
marks in their regions.

This evidence supports the jury’'s and the district court’s

inplicit factual finding that the |icense agreenents between

32 The letter provides in part:

J&J Snack Foods will begin selling the |ICEE tubes
this year .... This neans that there is an opportunity
that sonme grocery chains may be selling the product
regionally including the territory you operate in. W
all agree that this can be an excellent way to conti nue
to pronote and to strengthen the over all [sic] val ue and
equity of the | CEE brand.

Pl ease acknow edge your understanding of this by
signing below. If you have any questions, please call.

18



| CEEQUI P and Distributors enconpassed not only the registrations
and applications listed in appendix 1, but also all other |CEE
mar ks.

Nor are we persuaded by 10A's contention that the verdict did
not support an injunction.®® W find no error in the district
court’sinplicit finding that Distributors would suffer irreparable
harm should J& and Wal -Mart continue distributing the tubes in
Distributors’ areainviolationof Distributors’ contractual rights
to the tube trademark.3** Although Distributors could potentially
prove past lost profits enabling it to recover sone neasure of
damages, it would be considerably nore difficult for it to prove

t he anobunt of damages owed from J& and WAl -Mart’s future sal e of

33 J&J and Wal -Mart do not argue that the injunction, based on
| OA' s breach of contract, is unenforceable as to themunder Federa
Rul e of G vil Procedure 65(d), which provides that an injunctionis
only binding upon the party agai nst whomthe claimis asserted and
“their officers, agents, servants, enployees, and attorneys, and
upon those persons in active concert or participation w th themwho
receive actual notice of the order by personal service or
ot herw se.” Therefore, this argunent is waived. Tandy Brands,
Inc. v. Harper, 760 F.2d 648, 653 (5th Cr. 1985).

3 Univ. of Tex. v. Canenisch, 451 U S. 390, 392 (1981)
(reasoning that “a federal district court [should] consider four
factors when deciding whether to grant a prelimnary injunction:
whet her the plaintiff will be irreparably harmed if the injunction
does not issue; whether the defendant will be harnmed if the
i njunction does issue; whether the public interest will be served
by the injunction; and whether the plaintiff is likely to prevai
on the nerits”); Anmobco Prod. Co. v. Village of Ganbell, 480 U. S.
531, 546 n. 12 (1987) (“The standard for a prelimnary injunction is
essentially the sanme as for a permanent injunction with the
exception that the plaintiff nust show a |ikelihood of success on
the nerits rather than actual success.”).

19



t he tubes.
|V
A

The district court rested the injunction on the jury’'s
findi ngs regardi ng both breach of contract and trademark dil uti on.
J&J and WAl - Mart urge that the trademark dil uti on woul d not support
injunctive relief because |1 0A, rather than Distributors, owns the
| CEE trademarks and therefore Distributors could not sue under the
Federal Trademark Dilution Act. The purpose of the Act is “to
protect trademarks from unauthorized users who ‘attenpt to trade
upon t he goodwi | | and establ i shed renown of such marks.’”3% To that
end, the Act provides that

[t] he owner of a fanmpbus nmark shall be entitled, subject

to the principles of equity and upon such terns as the

court deens reasonable, to an injunction agai nst anot her

person’s commercial use in commerce of a mark or trade

nanme, if such use begins after the mark has becone fanous

and causes dilution of the distinctive quality of the

mark ....3®
Appel l ants assert that since the federal trademark registrations
show that | QA owns the trademarks, Distributors has no standing to
sue under the Act.

Distributors counters that the jury wei ghed the evidence and

found that Distributors owned the I CEE trademarks with respect to

% Ringling Brothers-Barnum & Bail ey Conbi ned Shows, Inc. v.
B. E. Combi ned Shows, Inc., 937 F. Supp. 204, 208 (S.D.N. Y. 1996).

% 15 U.S.C. 8§ 1125(c) (enphasis added).
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its distributionterritory; that while the trademark regi strations’
listing of 10OA as the owner is prima facie evidence of I10A' s
ownership rights,? its agreenents with |OA, granting Distributors
an exclusive license to use the trademarks in its territory,
constitute an assignnent of rights, not a license. It points to
| anguage in Quabaug Rubber Co. v. Fabiano Shoe Co., in which the
First Crcuit explained,

[ sone courts] have permtted trademark i nfringenent suits

t o be mai nt ai ned by exclusive distributors and sell ers of

trademar ked goods, i. e., “exclusive |licensees” who had

a right by agreenent with the owner of the trademark to

exclude even himfromselling in their territory. 3
It further relies upon the principle that “[e]ven though a contract
states that it is a ‘license,” a court will not be governed by
form and the contract will be upheld as an assi gnnent of trademark
rights if that is its actual legal effect.”3°

Distributors points to its exclusive right to use the

trademarks in its territory, its license for the life of the

trademarks, its exclusive right to sue for trademark infringenent

37 See 15 U.S.C. § 1057(b) (“A certificate of registration of
a mark upon the principal register provided by this chapter shal
be prima facie evidence of ... the registrant's ownership of the
mar k, and of the registrant's exclusive right to use the regi stered
mark in conmerce on or in connection with the goods or services
specified in the certificate ....").

38 Quabaug Rubber Co. v. Fabiano Shoe Co., 567 F.2d 154, 159
(1st Gr. 1977); see also id. at 159 n.8 (“an exclusive licensee is
an assignee”).

39 J. THOWAS McCARTHY, McCARTHY ON TRADEMARKS AND UNFAI R COVPETI TI ON ]
18:5 (4th ed. 2002).
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initsterritory, and its unconditional right to transfer or assign
its rights in the tradenarks.

Appellants reply that wunder the contract |10OA retained
ownership rights to the trademarks; that the agreenent expressly
states that the licensor is the owner of the marks and that
Distributors is not granted ownership of the marks, but a “license

to use” the trademarks in connection with the “terns,
conditions and [imtations” of the agreenent. They al so point out
that the contract provides that 10A as owner, can exercise
continuing control over the marks by requiring Distributors to
mai ntain quality control standards and by nmandating that
Distributors either correct violations of such standards within a
certain period of tine or cease using the mark at the | ocation of
the violation. The argunent continues that the contractual
provision requiring D stributors to pronptly notify [QOA of
infringements and aid IQA in investigating infringenents
denonstrates that 10A is the actual owner of the marks. That the
contract also designates IOA as the party who nust maintain the
trademarks by filing affidavits of use and applications for renewal
is, inappellants’ view, also determ native of the ownership i ssue.
Finally, appellants explain that the contract provided that
Distributors’ license paynents were to be categorized for tax
purposes as paynents for the licensing — not the sale — of the

trademar ks, which indicates the contracting parties’ intent was to

22



create an exclusive license, not an assignnment. 4°

B
"[A] license to use a mark ... is a transfer of limted
rights, less than the whole interest which mght have been

transferred."* As one court has expl ai ned,
One of the ways that the |aw extends the benefits of
trademar ks and protects incentives to develop themis by
allowing trademark owners to license the use of their
marks to distributors and franchisees. Such licensing
allows nore information to be conveyed to nore consuners
W thout the |licensor having to risk losing title to its
mar k. 42
It would be antithetical to the basic principles of trademark | aw
to extend to a licensee the rights of an assignee w thout cauti on,
since deenmng a |icensee an assignee would allow the assignee to
hold the registered trademark owner |iable under trademark | aw,
rather than sinply under contract law, for diluting the mark by
utilizing a simlar trademark in the assignee’s area.

Al t hough “a truly exclusive |licensee, one who has the right

40 The contract provided that Distributors’ paynments “for the
license rights granted hereunder” are paynents “as defined under
Section 1253(a) of the United States Internal Revenue Code.” That
section distinguishes sales fromlicenses: “A transfer of a ...
trademark ... shall not be treated as a sale or exchange of a
capital asset if the transferor retains any significant power,
right, or continuing interest wwth respect to the subject natter of
the ... trademark ...."

41 Exxon Corp. v. Oxxford Cothes, Inc., 109 F.3d 1070, 1076
(5th Gir. 1997).

42 TMI North Anmerica, Inc. v. Magic Touch GrbH, 124 F.3d 876,
882 (7th Gr. 1997) (enphasis added).
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even to exclude his licensor from using the mark” mght be
consi dered an assignee since no right to use the mark is reserved
to the licensor, an agreenent that sets forth “many duties and
rights between the parties that are inconsistent wth an
assi gnnent, such as geographic limtations on the |icensee's
territory, does not constitute an assignnment.”* The contract at
i ssue here does not explicitly exclude 10A itself from using the
marks in Distributors’ territory.* Moreover, the agreenents with
Distributors contain strict geographic limtations, and reserves to
| CEEQUIP certain rights indicative of ownership, such as I10OA s
ability tononitor the quality control of Distributors’ product and
its responsibility to renew the trademark registrations. Taken
together, the contractual provisions cited by appellants convince
us that the contract is an exclusive |license arrangenent only, with

ultimate control and ownership of the trademarks resting wth | QA

This conclusion is borne out by the testinony of one of 1OA' s
other regional distributors. As part of its case-in-chief,
Distributors called Nate Parish, owner of Mddle Tennessee | CEE,

Inc. He testified that QA “is the holder of the ‘| CEE tradenark

43 Finance Inv. Co. (Bernuda) Ltd. v. Geberit AG 165 F. 3d 526,
532 (7th Gir. 1998).

44 Al though the contract provides that Distributors may sue a
party using the Trademarks in its area “who clainms any rights from
| CEEQUIP,” it does not specifically prohibit ICEEQUIP itself from
using the marks in Distributors’ region.
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the look, the block letters, and it’s their job to police the
trademark in respects to, | guess |I'd say the entire country.”
Parish further explained that at the 1999 | OA board of directors
nmeeting, he nmade a notion to allow J& to nmake the | CEE squeeze
tubes and distribute the tubes in J&'s own territory, not
nationally. In explaining why a notion was necessary to all ow J&J
to distribute the tubes even in its own area, the w tness stated,
“I'f I was to produce an ICEE cup with the Tennessee Titans, the
bear with the Tennessee Titans uniformon, | have to get perm ssion
fromlcee of Anerica for that to take place.”

This exchange between Distributors and their own wtness
indicates that [QOA nust give specific permssion for regiona
distributors to either use a trademarked term such as “ICEE" on a
different product or alter a trademark. |QOA s powers of oversight
are inconsistent with the notion that each regional distributor
owns the trademarks in their respective territories.* Instead, as
an unbrella organization for all of the distributors, |0OA serves
t he purpose of “policing the trademarks” within each distributors’
i ndi vidual region to assure that the marks are not being used in an

undesi rabl e fashi on

% Along these lines, appellants persuasively argue that
| CEEQUI P executed identical exclusive |icensing agreenents wth
several regional distributors, and it would be illogical to hold
that these nmany agreenents create a “patchwork of tradenark
owners,” because “[s]uch divided national ownership would
j eopardi ze the goodwi || associated with the [t]rademarks, create
custonmer confusion, and dimnish the trademarks’ value of
indicating a single source and quality of |CEE [products].”
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I n conclusion, this evidence indicates that the district court
clearly erred in determining that Distributors, not |I0OA was the
owner of the |ICEE registrations. Because Distributors is not the
owner of the marks, but nerely an exclusive |licensee, it has no
standing to sue under the Dilution Act, and the district court
abused its discretion in basing its injunction in part on the
jury’'s verdict on the dilution claim“  However, we wll not
reverse the trial court’s grant of injunction because it is
i ndependently sustainable as a proper renedy for the breach of
contract.

AFF| RMED.

% W note that, although the licensing contracts between
Distributors and | OA give Distributors the power to bring trademark
infringenment actions in its territory, they do not provide that
Distributors may bring trademark dilution clains in its area.
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