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1. SUMMARY OF THE CASE

The successor in interest to Petitioner, A.V. Imports, Inc. (“A.V. Imports™), A.V.
Brands, Inc. (“A.V. Brands”)' hereby submits its trial brief in connection with the above-
referenced matter. A.V. Imports brought this petition to cancel the RUSSKAYA
trademark owned by Spirits International, N.V. (“SPI”)? on grounds of abandonment. It
is not disputed that SPI did not use the mark from the date it acquired rights to the mark
in May of 2001 through December 2004. SPI has argued that its failure to use the mark
should be excused in view of world wide litigation relating to other vodka marks and that
it never intended to abandon the mark. In response, A.V. Imports contends that (1) the
existence of litigation relating to other marks in other countries by others is not a legally
sufficient excuse for failing to use the mark in the United States, and (2) even if the
Board were to recognize this so-called excuse, SPI has failed to demonstrate that such
litigation actually affected its decision to refrain from use. Further, SPI has failed to
demonstrate the requisite intent to resume use during the period of non-use. To the
contrary, most of the litigation cited by SPI was initiated affer the abandonment period
and involved other marks and the litigation that occurred before the abandonment did not
involve the RUSSKAYA mark. In addition, SPI failed to corroborate its conclusory
testimony with any objective evidence, its exclusive distribution agreement with Allied
Domeq precluded use of the mark in the U.S., and SPI’s behavior and testimony are

fundamentally inconsistent.

' A.V. Brands was transferred the assets of A.V. Imports in 2007 including the intent to use applications for
the RUSSKAYA mark. A.V. Brands and A.V. Imports are referred to herein as “A.V. Imports.”

? As used herein the term SPI refers to Spirits International, N.V. as well as its related companies the SPI
Group SA, its majority shareholder. See Oliynik, 4:12-5:2 (Trial testimony and supporting exhibits will be
cited herein in one of the following formats: “Witness' name”, p. or Notice of Reliance).




II. STATEMENT OF THE ISSUES
1. Did SPI fail to use the RUSSKAYA mark for more than three years beginning
at least as early as May 2001 and continuing through May 27, 2004, the date the petition
was filed, and thereby create a presumption that it did not intend to resume use?
2. Is the existence of litigation in other countries relating to other trademarks a
sufficient excuse for non-use of the trademark at issue during the period of non-use?
3. If SPT’s proffered reason for non-use of the mark is legally recognizable, has ‘
SPI presented sufficient evidence to rebut the prima facie case and demonstrate that it
actually did not use the mark because of the proffered excuse and that it had an intent to
resume use of the mark during the period of non-use?
III. DESCRIPTION OF THE RECORD
On May, 19, 2004, Petitioner, A.V. Imports brought this proceeding to cancel the
RUSSKAYA mark on grounds of abandonment. On May 11, 2005, Petitioner moved for
Summary Judgment with respect to the grounds of abandonment. The Trademark Trial
and Appeal Board (“the Board”) agreed that A.V. Imports presented a prima facie case of
abandonment and that “[t]here is no dispute that Respondent has not used the
RUSSKAYA mark for Vodka between May 10, 2001 when the mark was assigned to
respondent and May 19, 2004 when the petition for cancellation was filed.” See TTAB
Memorandum Opinion dated September 19, 2005.
Notwithstanding, A.V. Imports’ motion for summary judgment was denied
because the Board found that there remained factual issues in dispute with respect to
Respondent, SPI's alleged excuse justifying non-use. In this regard, SPI argued that it did

not use the mark in the U.S. in view of worldwide litigation relating to other vodka



marks. In particular, the Board held that there remained “factual issues as to what extent,
if any, litigation outside the United States regarding other Russian vodka marks and
litigation in the United States involving other related Russian vodka marks might indicate
significant legal and or financial risks” associated with selling products under the
RUSSKAYA mark.
The evidence of record introduced by A.V. Imports consists of:
o Petitioner’s First Notice of Reliance including Exh. A-Q (wherein
Exh. Q is designated confidential) (hereinafter “AV Imports Notice
of Reliance™)
e Deposition of Andrew Smith (“Smith”)
The evidence of record introduced by SPI consists of:
¢ Respondents’ First Notice of Reliance including Exh. 1- 41
(wherein Exh. 5-11 are designated confidential)
¢ Respondent’s Submission of Trial Testimony of Alexey Oliynik
and Exh 1-3 (Exh. Al and 2 are designated confidential)
e Respondent’s Submission of Trial Testimony of Oleg Gusev via
written questions in London, England on March 30, 2007 and
Exhs. 1-4 (Exh. 3 & 4 are designated confidential)
e Respondent’s submission of Trial Testimony of Mikhail Tsyplakov
via written questions in London, England on March 30, 2007
e Respondent’s submission of Trial testimony of William A.

Finkelstein and Exhibits 1- 33.




A.V. Imports objected to the testimony of Mr. Gusev, Mr. Oliynik and Mr.
Tsyplakov because these individuals were not identified as persons with knowledge and
upon other articulated grounds.

IV. STATEMENT OF FACTS

A. Introduction.

The RUSSKAYA mark was registered in the U.S. in 1988 by VVO
Sojuzplodoimport.® In 1992 the rights to the RUSSKAYA mark were transferred to
PepsiCo, Inc.* by SPI’s predecessor-in-interest VAO Sojuzplodoimport -- which was in
turn an alleged predecessor-in-interest of VVO Sojuzplodoimport, the applicant for the
RUSSKAYA mark. SPI retained certain reversionary rights to the mark.” In 1993 Frank
Pesci International Group, Ltd. (“Frank Pesci” ) initiated a cancellation proceeding
against PepsiCo with respect to the RUSSKAYA mark.® This matter eventually settled
and the matter was concluded in 1999.” The RUSSKAYA mark was used by PepsiCo
during the pendency of the cancellation proceedings that were initiated by Frank Pesci.®

After the Frank Pesci cancellation proceedings were terminated in 1999, there
were no lawsuits or administrative proceedings in the U.S. that would have affected the
right to use the RUSSKAYA mark by anyone in the U.S.

Pursuant to the agreement governing the reversionary rights in the RUSSKAYA

trademark, on May 10, 2001 the RUSSKAY A mark, along with another mark,

* Tsyplakov,15:19-24.

* Tsyplakov, 16:19-23,

* Tsyplakov 16:24-17:9.

® SPI’s Notice of Reliance, Exh. 27; AV. Imports Notice of Reliance, Exh. M, p. 17.
7 A.V. Imports Notice of Reliance, Exh. M, p. 5.

ALV Imports Notice of Reliance, Exh. D, Exh. M p. 5.




MOSKOVSKYA, was transferred from PepsiCo back to SPL.° The assignment was
effective as of January 1, 2001."° The assignment was recorded on March 6, 2002. !

B. SPI Did Not Use the RUSSKAYA Mark in the U.S. at Any Time Between
January 2001 and December 2004.

"There is no dispute that respondent has not used the RUSSKAYA mark for
vodka in the United States between May 10, 2001, when the mark was assigned to
respondent, and May 19, 2004 when the petition for cancellation was filed."'? SPI has
admitted that it did not use the RUSSKAYA mark at anytime in the U.S. between 1997
and 2003. For example, according to Mr. Oliynik, one reason cited by SPI that
RUSSKAYA was not sold between 1997 and 2003 was because its exclusive U.S.
distributor “was not very much willing to sell RUSSKAYA” because “it would take
market share from the core brand Stolichnaya.”13 SPI witnesses also admitted that there
have been periods of non-use of the mark in the United States.'* In its Opposition brief to
A.V. Imports motion for Summary Judgment, SPI argued that its “nonuse was excused by
numerous legal challenges” and that its “non-use under these circumstances is
excusable.”"

SPI presented no evidence of any use of the mark in the United States between
January 1, 2001 -- the date it acquired the brand -- through May 19, 2004 -- the date that

the present cancellation proceeding was filed. On February 9, 2005, SPI was unable to

admit or deny that the mark has been used in the United States within the last three years

® A.V. Imports Notice of Reliance, Exh. H, (Interrogatory Answer No. 4), Exh. M p. 6
'° Finkelstein, Exh. 1.

' A.V. Imports Notice of Reliance, Exh. E., Exh. M, p 6.

ZAV. Imports Notice of Reliance, Exh. N, p. 7.

* Oliynik, 14:8-13.

" QOliynik, 13:10-12; Gusev, 13:12-13

'> A.V Imports Notice of Reliance, Ex. M, pp. 13-14.




or the last seven years.'® In response to discovery requests propounded upon SPI by A.V.

Imports, SPI was unable to answer whether it used the mark in commerce.'” SPI did not

produce documents in the discovery phase of these proceedings or during its testimony

period which reflect:

any proposals relating to its sale, import or distribution in the
United States of RUSSKAYA brand vodka during the time period
1997 through the date the cancellation proceeding was filed, May
19, 2004;

any marketing plans for the RUSSKAYA brand in the United
States for the time period spanning 1997 through May 19, 2004;
any advertising between January 2001 to December 2004 for
RUSSKAYA vodka in the United Statesls;

any purchase orders or invoices from January 2001 to December
2004 for RUSSKAYA vodka in the United States;'?

any correspondence referring to its alleged import plans or its
alleged negotiations with U.S. distributors with respect to
RUSSKAYA brand vodka in the United States for the time period
spanning 1997 through 2004.

any shipping manifests for RUSSKAYA brand vodka from the
time period between December 2001 through December of 2004%;
any sales records for RUSSKAYA brand vodka reflecting sales in
the United States for the time period from 1997 through 2004°';
any correspondence with the ATF seeking label approval of the
RUSSKAY A brand vodka for the time period spanning 1997
through May 19, 2004.

There is yet additional evidence demonstrating the absence of any use of the mark in the

U.S. including the records of the ATF??, which do not reflect a COLA approval, and SPI's

own sales records.?’

AV Imports Notice of Reliance, Exh. G, (Requests for Admission Answer No. 2, 1).
'7 A.V. Imports Notice of Reliance, Exh. G, (Requests for Admission Answer No. 10).

'8 Smith; 5:11-13.
1% Smith, 5:15-6:2.
2 Smith, 6:14-19.
2! Smith, 8:12-9:22.

22 AV Imports Notice of Reliance, Exh. F.

2 Smith, Exh. 1.



C. SPI’s Exclusive Distribution Agreement with Allied Domeq Precluded
SPI from Using the RUSSKAYA Mark in the United States.

On November 15, 2000 SPI entered into an exclusive import and distribution
agreement (“the Distribution Agreement”)** with Allied Domeq, Inc. relating to the use
of certain SPI trademarks and the supply of vodka products in the United States.”> While
SPI did not produce this document during discovery, it eventually acknowledged that it
has a written agreement with Allied Domegq, its authorized importer and distributor and
that the agreement does not cover RUSSKAYA. %

The term of the Distribution Agreement covers a time period from January 1,
2001, the effective date that SPI acquired the RUSSKAY A mark, through December 23,
2010.2” The Distribution Agreement provided that Allied Domeq would be the exclusive
distributor of specifically enumerated vodka brands controlled by SPI and which were
specifically identified as Stolichnaya, Stoli and Priviet in the U.S. The Distribution
Agreement did not include or contemplate the sales of RUSSKAYA brand vodka in the
U.S*® The Distribution Agreement further included a non-compete clause wherein SPI
agreed not to import or sell any other vodka products in the U.S. with the exception of
MOSKOVSKAYA brand vodka.”’ The non-compete clause of the Distribution
Agreement did not provide an exception for the sale of RUSSKAYA brand vodka.*°

D. SPI’s Alleged Plans to Use the RUSSKAYA Mark in the U.S. During the
Period of Abandonment.

24 SPI did not produce the Distribution Agreement it had with Allied Domeq in connection with the
discovery in these proceedings. However, it was filed as an exhibit to a SEC filing.

A.V. Imports Notice of Reliance, Exh. K; Smith, Exh. 3.

% Oliynik, 12:3-15.

Z A.V. Imports Notice of Reliance, Exh. K; Smith, Exh. 3.

>l

% 1d. See also Gusev, 9:4-6.




The only evidence relating to plans for the resumed sales of vodka bearing the
RUSSKAYA mark in the U.S. during the period of non-use was the testimony of SPI’s
witnesses. Mr. Oliynik, project manager for SPI in charge of new projects,’’ testified
that he participated in negotiations between 1997 and 2003 with SPI's importer
concerning distribution of RUSSKAYA.* Mr. Gusev, the marketing director for SPI and
the person responsible for negotiating with clients and distributors, auditing distributors
and global promotion of its brands, also testified he had negotiations that occurred during
the relevant time period.® Mr. Gusev testified that his involvement with the
RUSSKAYA brand was “many negotiations with our operators regarding the brand, and
my personal involvement was such that I participated in these negotiations, working out
proposals and that was my involvement.” ** When asked to cite an example, he referred
to an event in 2005 where SPI “outlined a business proposal about a launch plan.”*®

No corroborating documents were produced in discovery or during the testimony
period regarding the alleged negotiations or plans to use the RUSSKAYA mark in the

U.S. during the period of non-use.

E. RUSSKAYA Brand Vodka Has Been Sold by SPI in Foreign Markets and
By FKP in Other Markets, Such as Russia.

While SPI has not sold RUSSKAYA brand vodka in the U.S. between 1997 and
2005, according to SPI’s internal sales records and public records, SPI made significant

sales of RUSSKAYA vodka in other markets throughout the world during this time

2! Oliynik,4:12-19.
32 Oliynik, 12:16-25.
% Gusev, 9:7-10:19.
*1d.

¥1d.




frame.*® SPI sells or has sold large amounts of RUSSKAYA brand vodka in other
countries including Greece, Estonia, Latvia, Bulgaria, Poland,’ Belgium, Cyprus, the
Czech Republic, Germany, Hungary, the Netherlands, Japan, Lebanon and the United
Kingdom.*®

SPI does not sell the RUSSKAYA brand vodka in Russia. Nor does SPI own any
trademark rights to the RUSSKAYA brand in Russia. In Russia, the rights to the
RUSSKAYA brand are controlled by an unrelated entity, FKP Solojoplatimport (“FKP”).
FKP is an entity created and controlled by the Russian Federation® and has been
involved in litigation with SPI in other countries throughout the world, primarily
regarding ownership of the famous STOLICHNAYA mark.*’

F. SPI’s Various Proffered Excuses for the Non-Use of the RUSSKAYA
Mark.

In its answers to interrogatories, SPI indicated that after PepsiCo assigned the
registered marks, SPI and its new U.S. importer Allied Domeq sought to successfully
relaunch the STOLICHNAYA line of vodka products before concentration on the
relaunch of RUSSKAYA and MOSKOVSKAYA vodka.*! SPI did not cite the existence
of the litigation as a reason it was not using its mark in its answers to A.V. Import’s
42

interrogatories.

1. Mr. Oliynik’s testimony relating to non-use of the RUSSKAYA mark.

* Smith, Exh. 1 ; see also SPI Notice of Reliance, Exh. 40.
7 Gusev, 13:15- 24.
*8 Oliyinchi, 13:13-20.
* A.V. Imports Notice of Reliance Exh. M, pp. 6-8.
“ Tsyplakov, passim.
:; A V. Imports Notice of Reliance, Exh. H, p 4.
1d.




Mr. Oliynik, SPI’s project manager in charge of new projects*’ and for all
distribution and sales of vodka products, offered testimony as to why the RUSSKAYA
brand was not used in the U.S. As referred to above, a first reason that RUSSKAYA was
not sold between 1997 and 2003 was because its exclusive U.S. distributor “was not very
much willing to sell RUSSKAYA” because “it could take market share from the core
brand, STOLICHNAYA.*

Another reason that SPI claimed it did not use the RUSSKAYA brand in the
United States was because its distributor was “very careful in choosing the right period of
time for launching or re-launching products.”*

Mr. Oliynik further testified that another reason that SPI did not relaunch the
RUSSKAYA brand was that “SPI Group got involved in a dispute regarding the
trademark ownership rights which cost group a lot of money and human resources, and as
you may understand it is difficult to know in advance the outcome of any legal dispute.”*®

In connection with the trademark dispute,” Mr. Oliynik testified he was aware of
litigation in the “United States, Netherlands, Brazil, Austria” and that FKP was
attempting to terminate the STOLICHNAYA and MOSKOVSKAYA trademarks.*® Mr.
Oliynik did not provide the dates of the respective litigation or explain how litigation
relating to other marks in other countries would in any way affect its use of the

RUSSKAYA mark in the Untied States.

2. Mr. Tsyplakov's testimony relating to non-use of the RUSSKAYA mark.

® QOliynik, 4:12-19.

* QOliynik, 14:8-13.

3 Oliynik, 14:13-15.

 Oliynik, 14:16-21.

7 Oliynik did not testify as to when the litigation was initiated, what issues were litigated or explain how an
adverse decision in the alleged litigations would allegedly adversely affect SPI’s use of the RUSSKAYA
mark in the United States

8 Oliynik, 16:22-17:6.

10




Mr. Tsyplakov testified that he was in charge of legal overviewing of all activities
of SPI Group which includes SPI. He testified that the legal proceeding in Russia and in
the European Court of Human Rights in the Netherlands affected SPI’s decision not to
sell RUSSKAYA in the U.S. * Tsyplakov explained that the cases were generally
directed to the legal succession between VVO Sojuzplodoimport and VVA
Sojuzplodoimport and therefore challenged VVA Sojuzplodoimport's ability to legally
transfer the trademarks. Consequently, he believed that there was “instability and
uncertainty with respect to the ownership” of the various vodka brands owned by SPI and
that is why SPI Group has concentrated its business efforts on the promotion of
STOLICHNAYA and MOSKOVSKAYA and not RUSSKAYA.*

SPI produced no documents that corroborate this alleged “business decision” to
concentrate its efforts on the promotion of STOLICHNAYA and MOSKOVSKAYA
based upon the uncertainly of foreign litigation.

Tsyplakov also testified that the legal proceeding in the Netherlands, Austria,
Australia, Brazil and Chile affected SPI’s business decision to sell RUSSKAYA vodka in
the U.S.”' He testified that he had a concern that the same legal theory presented in those
cases regarding ownership could be made in connection with a challenge to the
RUSSKAY A mark in the U.S.

G. Summary of Foreign Litigation Cited by SPI as its Alleged Excuse for
Non-Use.

The evidence shows that FKP has been in litigation with SPI regarding a number

of marks in different venues throughout the world since 1991. With the exception of the

* Tsyplakov, 21:21-25:11.
0 Tsyplakov, 25:3-11.
3! Tsyplakov, 31:15-19.
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litigation pending in the Netherlands and in Russia, none of the litigation or proceedings
cited had been initiated by May 19, 2004, the date that A.V. Imports filed the present
Petition for Cancellation. ** In connection with the litigation cited by SPI in the
Netherlands, that proceeding did not involve the RUSSKAYA mark.” The proceedings
in Russia started in the early 1990s and were concluded in 2001.>* While Mr. Tsyplakov
testified that he was concerned about challenges to the ownership of the mark, similar
challenges to ownership, claiming that SPI had no rights in the mark in 1991, had been
previously raised in other U.S. litigation and rejected.>

1. The Litigation in the Netherlands did not involve RUSSKAYA.

In May of 2003, FKP Sojuzplodoimport, also known as FKP Sojuzplodoimport
(hereinafter “FKP”) filed proceedings in the Netherlands against SPI regarding the
MOSKOVSKAYA trademark.*® The proceedings in the Netherlands did not involve the
RUSSKAYA mark.”’

2. The Litigation in Austria was filed after the Petition for Cancellation was
filed and did not involve the RUSSKAYA mark.

In July 2004 FKP filed proceedings in Austria regarding the STOLICHNAYA
and MOSKOVSKAYA brands.”® The July 2004 proceedings in Austria did not involve
the RUSSKAYA brand and were filed after the date the Petition for Cancellation was

filed.

3. The Proceedings in Brazil were filed after the Petition for Cancellation was
filed and did not involve the RUSSKAYA mark.

%2 See Tsyplakov, Exh. 1.

33 Tsyplakov, Exh. 1, Exh. J.

% Tsyplakov, Exh. 1 p. 3-5.

% Finkelstein, Exh. 16 pp. SPIG 720, 723-25.

% Tsyplakov, Exhibit 1, Exh. J; see also Tsyplakov, 25:12-26:16.
57 Tsyplakov, 17-21.

58 Tsyplakov, Exh. 1, Exh. K.
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In September 2004 FKP filed proceedings in Brazil regarding the
STOLICHNAYA mark.”® The September 2004 proceedings in Brazil did not involve the
RUSSKAYA mark and were filed after the date the Petition for Cancellation was filed.

4. The Litigation in the U.S. was filed more than 5 months after the Petition for
Cancellation was filed and did not involve the RUSSKAYA mark.

On October 28, 2004 FKP brought a case against SPI in the Southern District of
New York relating to the STOLICHNAY A mark.%’ The October 2004 U.S. litigation did
not involve the RUSSKAY A mark and was filed after the date the Petition for
Cancellation was filed. *'

5. The Proceedings in Russia were initiated in 1991 and were concluded in
October 2001.

The proceedings in Russia apparently involved the rights to the use of a number
of vodka marks, including the RUSSKAYA mark. These Russian proceedings were
initiated in the early 1990s*? and continued for more than a decade. During the pendency
of the Russian proceedings, and notwithstanding the alleged adverse claims to ownership
of the mark, the owner of the RUSSKAY A mark used the RUSSKAYA mark in
commerce in the United States. For example, the owner of the RUSSKAYA mark,
PepsiCo, renewed the registration in 1994 and submitted proof of use in commerce.*
Notwithstanding SPI's claims that foreign litigation affected its decisions to sell

RUSSKAYA vodka in the U.S., SPI sold million of gallons of RUSSKAYA brand vodka

in other countries throughout the world.** In addition, SPI was cognizant of the various

** Tsyplakov, Exh. 1, Exh. L.

8 Tsyplakov, Exh. 2.

¢ Tsyplakov, Exh. 2.

82 Tsyplakov, 12:10-16.

S AV, Imports Notice of Reliance, Exh. D.
% SPI Notice of Reliance, Exh. 40.
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possible claims relating to vodka by the Russian Federation when it entered into the
exclusive agreement with Allied Domeq and contemplated the possibility of additional
litigation.®> Once again, regardless of the alleged uncertainty raised by the foreign
proceedings, SPI and its partners proceeded to move forward with the relaunch of

STOLICHNAYA and it contemplated sales of MOSKOVSKAYA in the U.S.

V. ARGUMENT

A. Summary of Argument.

As set forth herein, A.V. Imports submits that the so-called “litigation excuse”
proffered by SPI is insufficient as a matter of law to avoid abandonment because (1) the
various litigation did not affect rights to the mark in the United States and (2) it did not
involve the mark at issue. In addition, even if the excuse proffered by SPI was legally
sufficient to excuse the non-use, the evidence presented by SPI (1) fails to demonstrate
that the litigation it cites was the cause of non-use of the mark and (2) fails to
demonstrate that SPI had an intent to resume use of the mark in the United States during
the period of abatement when the alleged events that allegedly interfered with the use
subsided. SPI’s self-serving testimony that it intended to resume use of the mark is
completely uncorroborated. “Nothing in the statute entitles a registrant who has formerly
used a mark to overcome a presumption of abandonment arising from subsequent nonuse
by simply averring a subjective affirmative 'intent not to abandon.” Imperial Tobacco,
Ltd. v. Philip Morris, Inc., 899 F.2d 1575, 1581, 14 U.S.P.Q.2d 1390, 1394 (Fed. Cir.
1990) (“In every contested abandonment case, the respondent denies an intention to

abandon its mark; otherwise there would be no contest.”).

¢ A.V. Imports Notice of Reliance, Exh. K at para. 26.
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Moreover, the actual documentary evidence of record is inconsistent with SPI's
contention, because the Distribution Agreement with SPI's exclusive distributor in the
U.S. did not contemplate any such future use of the RUSSKAYA brand nor did SPI
reserve distribution rights for the RUSSKAYA products in the agreement.*® Finally, SPI
has consistently sold RUSSKAYA brand vodka in other markets during the course of this
foreign litigation, including sales in those counties where the outcome of the litigation
would have actually had an affect on the right to use the mark.5’

B. After Non-Use Has Been Shown, SPI Must Come Forward with Sufficient

Facts to Show Reasonable Grounds for the Suspension and Plans to
Resume Use.

A mark is considered abandoned where (1) “use has been discontinued” and (2)
there is no intent to resume use “within the reasonably foreseeable future.” Silverman v.
CBS, Inc., 870 F.2d 40, 46, 9 U.S.P.Q.2d 1778, 1782 (2nd Cir. 1989); see also Rivard v.
Linville, 133 F.3d 1446, 1449, 45 U.S.P.Q.2d 1374, 1376 (Fed. Cir. 1998). Under the
Lanham Act, non-use for three consecutive years establishes a prima facie case of
abandonment. 15 U.S.C. §1127.

Although the ultimate burden of proof as to abandonment remains with the party
asserting this defense, where non-use gives rise to the statutory presumption of
abandonment, the trademark owner must come forward with evidence that the
“circumstances do not justify the inference of an intent not to resume use.” Empresa
Cubana del Tabaco v. Culbro Corp., 213 F.Supp.2d 247, 268 (S.D.N.Y. 2002) (overruled
on other grounds) (citing Exxon Corp. v. Humble Exploration Co., 695 F.2d 96, 99, 217

USPQ 1200 (5th Cir. 1983)). This presumption “eliminates the challenger’s burden to

% See Smith, Exh. 3 at para. 1.4; A.V. Imports Notice of Reliance, Exh. K at para. 1.4.
57 See Smith, Exh. 1; SPI Notice of Reliance, Exh. 40.
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establish the intent element of abandonment as an initial part of its case.” Empresa
Cubana, 213 F.Supp.2d at 268 (citing Imperial Tobacco, Ltd. v. Philip Morris, Inc., 899
F.2d 1575, 1579, 14 U.S.P.Q.2d 1390, 1393 (Fed. Cir. 1990)).

“A proprietor who temporarily suspends use of a mark can rebut the presumption
of abandonment by showing reasonable grounds for the suspension and plans to resume
use in the reasonably foreseeable future when the conditions requiring suspension abate.”
Silverman, 870 F.2d at 47, 9 U.S.P.Q.2d at1783 (emphasis added); see, e.g., Star-Kist
Foods, Inc. v. P.J. Rhodes & Co., 769 F.2d 1393 (9th Cir. 1985). Thus, in order to rebut
the presumption SPI must demonstrate facts relating to two prongs — reasonable grounds
for suspension and plans to resume use.

C. A.V.Imports Has Established a Prima Facie Case of Abandonment Since
from at Least May 2001 Through May 2004.

A.V. Imports has established that SPI has not used the RUSSKAYA mark in the
U.S. during the three years prior to Petitioner's filing of its petition for cancellation on
May 19, 2004.®® SPI's admission that it made no used of the mark between 1997 and
2003 is sufficient proof of non-use to establish a prima facie case of abandonment.®
Sterling Brewers, Inc. v. Schenley Industries, Inc., 58 CCPA 1172, 441 F.2d 675, 169
USPQ 590 (1971). (“No proof could be more persuasive than appellant's admission of
nonuse in this case. It was at this point that the provision of section 45 became operative,
and the board properly required appellant to put forth at least some evidence to explain its
nonuse which, in conjunction with the presumption of validity, might have defeated
appellee's case.). While SPI was not particularly forthcoming during the discovery phase

of these proceedings with documents or answers to discovery requests directed to SPI's

% A.V. Imports Notice of Reliance, Exh. N, p. 7.
% See Oliynik, 13:25-14:15.
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use of the RUSSKAY A mark, the complete absence of any documents that show use of
the mark from January 2001 through May 19, 2004 and SPI’s repeated admissions that
the mark was not used, proves a prima facie case of abandonment.
D. SPI has Failed to Adequately Rebut the Prima Facie Case of
Abandonment,.
1. The “Litigation Excuse” proffered by SPI is not legally sufficient because
the litigation cited is foreign or occurred after the period of non-use.
In order to try to justify its failure to use the mark in the U. S. since January 2001,
SPI invokes what has been referred to as the “litigation excuse.”
a. The “Litigation Excuse” does not apply to foreign litigation.

While many the courts have recognized a “litigation excuse’*”

to justify non-use
of a mark in some limited circumstances, its application has been narrow and the proof
required has been rigorous. Specifically, in circumstances where the trademark at issue
had been in litigation and the outcome of the litigation would have affected the ability of
the respective party to continue to use the mark, courts have recognized that it was
reasonable for the trademark owner to wait until the outcome of the litigation. The
TTAB has also recognized in limited circumstances that the existence of litigation
regarding the mark can serve as an excuse for non-use. See Penthouse Int’l, Ltd. v. Dyn
Electronics, Inc., 196 U.S.P.Q. 251 (TTAB 1977) (non use of a mark pending the
outcome of litigation to determine right to such use constitutes excusable non-use); New

England Duplicating Co. v. Mendes, 190 F.2d 415, 418, 90 USPQ 151, 153 (1st Cir.

1951) (suspension of use pending determination of trademark ownership by legal

™ See e.g., La Societe Anonyme des Parfums Le Galion v. Jean Patou, Inc., 495 F.2d 1265, 1274, 1396,
181 USPQ 545, 550 (2nd Cir. 1974); Carter-Wallace, Inc. v. Procter & Gamble Co., 434 F.2d 794, 167
USPQ 713 (9 Cir. 1970).
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decision is not abandonment); and United States Olympic Committee v. Moeb, Inc., 2003
WL 2273105 (TTAB 2003). Each of these cases is readily distinguishable from the facts
here because each of these matters involved circumstances where (1) the right to the
trademark at issue was being litigated in the United States and (2) the outcome of the
proceedings would determine the parties’ respective ownership in the marks.

SPI's attempt to extend this reasoning to litigation in other counties involving
other marks is not well founded. Petitioner has been unable to find any authority which
would support the argument that the “litigation excuse” can be extended to litigation
regarding other trademarks or be applicable to proceedings in other countries. First, the
rationale behind the excuse is inapplicable to foreign proceedings because the outcome in
these proceedings will not in any way affect U.S. trademark rights. With this concept in
mind, U.S. courts have consistently found that events in foreign proceedings are
irrelevant and inadmissible in trademark proceedings.”! Vanity Fair Mills, Inc. v. T/
Eaton Co., 234 F.2d 633, 639 (2d Cir. 1956) (where trademark rights within the U.S. are
being litigated in an American court, decisions of foreign courts concerning respective
trademark rights are irrelevant and inadmissible"); see also George L. Luft Co. v. Zande
Cosmetic Co., 144 F.2d 536, 539 (2nd Cir. 1944) (“A trademark is inherently territorial
and it exists in each country solely according to the particular countries statutory
scheme”); Calzaturificio Rangoni S.P.A. v. United States Shoe Corp., 868 F. Supp 1414,
1418 (S.D.N.Y. 1994). ("Once a trademark has been registered in the United States, 'its
status ... is independent of the continued validity of its registration abroad, and its

duration, validity, and transfer in the United States are governed by' the Lanham Act")

™ Moreover, SPI itself has previously represented to the Board that the various Russian Proceedings “are
contrary to fundamental U.S. public policy and hence cannot be recognized or given effect in any court or
administrative agency in the United States.” (A.V. Imports Notice of Reliance, Exh. M at p. 8.)
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Itokoyama Co. v. Wine of Japan Import, Inc. 175 F.3d 266, 272-73 (2nd Cir. 1999)
(“rights (or lack of rights) to a trademark in the United States cannot be established by the
fact that [a party] was found by a foreign court to have or not have rights over the same
mark in a foreign country”). “The status of [a parties] trademark rights in Russia has no
bearing on who owns the trademark rights in the United States.” Federal Treasury
Enterprise Sojuzplodoimport, et al v. Spirits International NV. 04 CV 8510 (GBD) (copy
attached). Thus, the very proceeding in the U.S. which related to the STOLICHNAYA
mark -- cited by SPI as providing an excuse to not use the RUSSKAYA mark -- was
summarily decided in favor of SPI in part because the foreign proceedings were
inapposite. Id.

Accordingly, with the exception of the U.S. proceedings, the various legal
proceedings cited by SPI are not even admissible evidence in the present proceedings.
The various foreign proceedings that SPI witnesses testified affected its decision to
refrain from using the RUSSKAYA mark have no legal consequence. While U.S.
proceedings may be relevant, the U.S. lawsuit was filed more than six months after the
present cancellation proceedings were filed and involved different trademarks. See
Federal Treasury Enterprise Sojuzplodoimport, et al v. Spirits International NV. 04 CV
8510 (GBD).”” Thus, SPIs testimony that the existence of the U.S. lawsuit somehow
affected its decision to refrain from using the RUSSKAYA mark in the United States
during the period of non-use is simply incredible. It was impossible for the U.S. lawsuit
to have affected SPI’s decision to refrain from use of the mark during the relevant time

frame.

™ Tsyplakov, Exh. 2.
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b. The “World-Wide Litigation” excuse advanced by SP/ is not a reasonable

basis for non-use.

Even if the Board were to consider the excuse, foreign litigation cited by SPI’s
amounts to nothing more than an irrelevant diversion because it is well-established that
the litigation cited has no legal consequence to any U.S. proceeding. Essentially, SPI
argues that the transfer of the RUSSKAYA mark to Pepsico by its own predecessor-in-
interest back in 1991 was circumspect. SPI then uses this possible defect in the title to its
own trademark as a shield to justify non-use of the mark for years. SPI has eschewed the
RUSSKAYA brand in the U.S. in fear that someone might at some unknown time, in
some later proceeding, challenge the apparently questionable 1991 transfer.

SPI’s lack of confidence in its own commercial transactions should not be
permitted to serve as an excuse to reserve a mark until such time it gains sufficient
confidence that adverse claims to ownership will not be sustained. The “fear of possible
lawsuits” excuse should be rejected. The circumstances where the "litigation excuse" has
been recognized are dramatically different from the circumstances here. From an
objective perspective, vague uncertainty about possible claims does not qualify as a
“reasonable business decision” to refrain from use of a mark. If trademark owners could
merely assert that they did not use their trademarks in fear of future legal problems, the
ability to cancel abandoned marks would be seriously undermined. Moreover, in the
present circumstances, a reasonable businessman would have recognized that the
previous dispute with Frank Pesci over the RUSSKAYA mark significantly obviated any

uncertainty regarding the ownership of the mark.
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c. The “Fear of Possible Lawsuits” excuse lacks a nexus to SPI’s decision to
refrain from use of the mark.

SP1I failed to produce a single document connecting or linking the existence of
these foreign lawsuits to its decision to refrain from use of the RUSSKAYA mark in the
U.S. There is no correspondence, no meeting minutes, no strategic plans and no e-mail
that evidence or corroborate that the foreign litigation in any way actually affected SPI’s
decision. There is nothing to show that foreign litigation actually affected SPI’s decision
to refrain from using the mark or it was merely a convenient ex-post facto rationalization.

At the same time, the alleged uncertainty brought on by foreign litigation did not
prevent or impede SPI from moving forward with discussions and plans relating to the
launch of the MOSKOVSKAYA brand vodka or selling the RUSSKAYA brand vodka
worldwide.” The objective evidence points to other business reasons why the
RUSSKAY A mark was shelved — namely that the distributor did not want to market the

brand.”*

2. Even assuming that the fear of possible lawsuits qualifies as an excuse, SPI
has not demonstrated the requisite proof of plans to resume use of the mark
during the period of non-use.

While SPI has cited the existence of litigation as a reason why it did not use the
mark, it has presented no evidence that it intended to resume use in the future during the
period of non-use. “To rebut a prima facie showing of abandonment, a purported
trademark owner must demonstrate that it intends to resume use 'in the reasonably

foreseeable future.” Silverman v. CBS, Inc., 870 F.2d 40, 45, 9 USPQ2d 1778, (2d Cir.

1989). “The registrant must put forth evidence with respect to what activities it engaged

™ See A.V. Imports Notice of Reliance, Exh. H.
™ Oliynik, 14:8-15:10.
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in during the non-use period or what outside events occurred from which an intent to
resume use during the non-use period may be reasonably inferred. ... Conclusory
testimony will not suffice; we look for evidence of 'activities ... engaged in during the
nonuse period' that manifest such intent." Imperial Tobacco Ltd. v. Philip Morris, Inc.,
899 F.2d 1575, 1581-1583, 14 USPQ2d 1390, 1394-95 (Fed. Cir. 1990). “An Applicant
may satisfy his burden of production by “[putting] forth evidence with respect to what
activities [it] engaged in during the nonuse period or what outside events occurred from
which an intent to resume use during the nonuse period may reasonably be inferred.”
Cerveceria Centroamericana S.A. v. Cerveceria India Inc., 892 F.2d 1021, 1026, 12
USPQ2d 1307 (Fed.Cir. 1989). Excusable non-use requires more than just reasonable
business explanations for the decision not to use a trademark; the trademark owner must
also demonstrate an intent to resume use if and when conditions so permit. Empresa
Cubana, 213 F.Supp.2d at 270 & n. 37 (citing Silverman, 870 F.2d at 47).

Thus, in order to prove an intent to resume use, courts have consistently required
the trademark owner to “come forward with objective, hard evidence of actual concrete
plans to resume use in the reasonably foreseeable future when the conditions requiring
suspension abate. A bare assertion is not enough to prove an intent to resume use.” I7C
v. Punchgini Inc., 74 U.S.P.Q.2d 1239, 1247 (S.D.N.Y. 2005) (citations omitted). In ITC
v. Punchgini Inc., the Southern District of New York rejected the trademark registrant’s
similar argument that “economic and regulatory” circumstances prevented it from using a
mark because the registrant cited “no internal documents indicating that these regulations
accounted for its [failure to use the mark].” 74 U.S.P.Q.2d at 1247. See also McCarthy

at §17:13 (the “vague and nebulous” statements of a party can be “outweighed by his
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actions, which may speak louder than words”). Since “showing” implies proof, merely
stating that special circumstances exist and there is no intention to abandon the mark is
not enough. In re Moorman Manufacturing Co., 203 USPQ 712 (Comm'r Pats. 1979).
Silverman, 870 F.2d at 47,9 U.S.P.Q.2d at 1783 (a bare assertion of possible future use is not
enough).

There, the court recognized that there has to be some nexus to the alleged excuse
and the reason advanced by the registrant. In the instant case, that nexus is absent.

a. SPI has not presented any tangible or concrete evidence that it intended to resume
use of the RUSSKAYA mark during the period of non-use.

Here, SPI presented no evidence of its activities or plans to introduce the product
in the United States during the non-use period when the alleged conditions that caused it
not to use the mark abated. There were no such activities. There is a complete lack of
any evidence of marketing plans, communications with distributors, communications
with potential importers, communications with U.S. advertisers, or market research
relating to the RUSSKAYA brand. SPI has not come forward with any objective
evidence demonstrating an intent to resume use. All that SPI has presented is conclusory
testimony that it did not intend to abandon the mark, which is not sufficient to overcome
the presumption of abandonment.

b. The objective and concrete evidence presented by SPI to purportedly show an
intent to resume use of the mark is inapposite because it occurred after the
period of non-use.

SPI’s belated communications with the ATF relating to label approval occurred in

the fall of 2004, six months after the Petition for Cancellation was filed and six months

too late. Likewise, its token sales of RUSSKAYA in 2005 occurred more than a year

after the cancellation petition was filed (May of 2004) and therefore is not evidence of an
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intent to resume use during the period of non-use. Stromgren Supports Inc. v. Bike
Athletic Co., 43 U.S.P.Q.2d 1100 (TTAB 1997) (evidence of intent to resume, which
intent occurred after abandonment, cannot cure the abandonment); see also Imperial
Tobacco, 899 F.2d at 1580, 14 U.S.P.Q.2d 1990, 1394-95 (“[t]he registrant must put forth
evidence with respect to what activities it engaged in during the non-use period...”)
(emphasis added); Cerveceria Centroamericana, S.A., 892 F.2d at 1027, 13 U.S.P.Q.2d
1307, 1312 (the registrant must provide credible evidence of intent to resume use during
the period of non-use). None of the evidence presented by SPI demonstrates the
existence of the requisite intent to resume use during the period of non-use.

c. SPI has not met its burden to come forward with objective evidence to rebut
the prima facie case.

Accordingly, even if the Board were to find the “litigation excuse” proffered by
SPI as meritorious, SPI fails in the absence of any proof of an intent to resume use. SPI’s
bare assertions that it intends to resume use are insufficient to even raise a triable issue --
much less meet its burden of proof. See /TC, 74 U.S.P.Q.2d at 1247 (court found
registrant’s business explanation insufficient to excuse non-use in the absence of any
intent to resume use, or direct connection between the conditions preventing use of the
mark and registrant’s intent to resume its use and “vague” testimony regarding intent to
resume use given “little to no weight.” ) In ITC Ltd. v. Punchgini Inc. the court
specifically cited that the trademark owner failed to cite any “internal documents
indicating that these regulations accounted for its unresponsiveness to potential
franchisees, the closing of the Chicago and New York restaurants, or the lack of
restaurant initiatives in the United States, nor did it explain why the regulations did not

impede activity in other countries.” This failure of evidence resulted in a finding that the
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proffered excuse of non-use was insufficient. See also Cerveceria Centroamericana,
S.A., 892 F.2d at 1027, 13 USPQ2d at 1313 (forming U.S. subsidiary for marketing not
sufficient to overcome presumption of intent to abandon ). Imperial Tobacco, 899 F.2d
at 1581, 14 U.S.P.Q.2d at 1394 (one must proffer more than conclusory testimony or
affidavits to overcome the presumption of abandonment). In order to satisfy the intent to
use requirement, courts have held that a petitioner must demonstrate what steps are being
taken to put the mark back in use in commerce and when use of the mark in commerce
may be expected to be resumed. Id. The uncorroborated and vague testimony that Mr.
Oliynik and Mr.Gusev “negotiated with its importer” during the period of non-use is not
sufficient evidence to rebut the presumption.

d. There is affirmative objective evidence and common sense that strongly suggests
SPI had no plans during the period of non-use to use the RUSSKAYA mark.

Not only is there an absence of evidence to corroborate the alleged intent to
resume use, A.V. Imports has presented affirmative evidence strongly suggesting that
there was no such intent to resume use of the mark in the foreseeable future. The
Distribution Agreement is powerful objective evidence that SPI had no plans for the
RUSSKAYA brand in the U.S. market.”> Not one of SPI’s witnesses even attempted to
explain how the restriction on competition that was set forth in the Distribution
Agreement would be lifted to allow SPI to market the RUSSKAYA brand. SPI's
witnesses did not explain how, why or when Allied Domeq changed its market strategy
during the period of non-use and was reconsidering its stated position that it was not

interested in the RUSSKAYA brand.

"® See Smith, Exh. 3 (The agreement was limited to Stolichnaya, Stoli, and Priviet and SPI agreed to refrain
from competition with regard to other vodka brands with the exception of Moskovskaya); AV Imports
Notice of Reliance, Exh. K.
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At the same time, the Distribution Agreement shows that SPI specifically
contemplated the possible introduction of MOSKOVSKAYA in the U.S. and thus
excluded it from the non-compete provisions. This exception for MOSKOVSKAYA is
illustrative. The MOSKOVSKAYA mark was directly implicated in the foreign litigation
so logically its adoption and use would have resulted in the increased uncertainty with
respect to the brand. Yet, notwithstanding the uncertainty, the parties to the Distribution
Agreement made a specific exception for the MOSKOVSKAYA brand wherein SPI was
permitted to import the brand into the U.S. In contrast the RUSSKAYA brand was not
the subject of the foreign litigation and no similar exception was made. The absence of
an analogous expectation for RUSSKAYA strongly suggests an absence of any plans to
use the mark in the foreseeable future.

Finally, SPI’s argument is inconsistent. While SPI’s witnesses testified that they
had decided not to invest in launching RUSSKAYA in view of the foreign litigation and
to focus on other products, they also testified that SPI had continued negotiating with its
distributor regarding the sales of RUSSKAYA. What are we to believe SPI was doing--
waiting for the alleged uncertainity with respect to RUSSKAYA to abate -- or was it
actively negotiating with its distributor making plans to use the mark?

When all of the evidence is considered, common sense suggests that the litigation
is a convenient ex post facto rationalization for why the mark was not used. There has
been no reasonable business reason advanced or explained why litigation in foreign
countries stopped the launch of the RUSSKAYA product in the U.S. This litigation did
not stop SPI from relaunching the STOLICHNAY A product, the precise subject matter of

most of the litigation proffered by SPI as an excuse to refrain from use of the
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RUSSKAYA mark. Even though SPI was actually involved in litigation with FKP over
the rights to the STOLICHNAY A mark in the United States, SPI has continued to use the
STOLICHNAYA mark in the United States and elsewhere. Likewise the foreign
litigation did not affect SPI's continued sales of RUSSKAYA in other countries
throughout the world.

SPI chose not to launch RUSSKAYA brand vodka, and instead focused on the
relaunch of STOLICHNAYA." Its exclusive distributor for vodka products, Allied
Domeq was not interested in the product.””  This is not a legitimate excuse for non-use
of the RUSSKAYA mark, but rather, a classic case of impermissible warehousing. See
Major League Baseball Properties Inc. v. Sed Non Olet Denarius Ltd., 817 F.Supp. 1103,
1122, 26 U.S.P.Q.2d 1731, 1750 (S.D.N.Y. 1993) (citation omitted) (court held
“warehousing” impermissible because a “trademark must be used or [it is] lost to another
economic actor more willing to promote the mark in commerce”).

V1. CONCLUSION

The Board should grant judgment in favor of A.V. Imports because SPI has failed
to rebut the prima facie case of abandonment. SPI never used the mark and failed to
come forward with a legally sufficient excuse for non-use or with competent evidence of
an intent to resume use after the alleged conditions that caused the suspension of use
abated. SPI’s attempt to warehouse this mark should be rejected and A.V. Imports’

petition to cancel the mark should be granted.

7S A.V. Imports Notice of Reliance, Exh. H (SPI’s Response to Int. No. 5).
7 Oliynik, 14:8-15.
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