REVI SED, May 27, 1998
IN THE UNI TED STATES COURT OF APPEALS
FOR THE FIFTH CIRCU T

No. 97-20096

ELVI S PRESLEY ENTERPRI SES, | NCORPORATED,
Plaintiff-Appellant,

V.

BARRY CAPECE, A United States Citizen; VELVET

LIMTED, A Texas Limted Partnership; AUDLEY

| NCORPORATED, A Texas Corporation,

Def endant s- Appel | ees.

Appeal fromthe United States District Court
for the Southern District of Texas

May 7, 1998
Bef ore REYNALDO G GARZA, KING and BENAVIDES, Circuit Judges.
KING Circuit Judge:

Plaintiff-appellant Elvis Presley Enterprises, Inc. appeals
the district court’s judgnment that defendants-appellees’ service
mark, “The Velvet Elvis,” does not infringe or dilute its federal
and common-| aw trademar ks and does not violate its right of

publicity in Elvis Presley’s nane. See Elvis Presley Enters. v.

Capece, 950 F. Supp. 783 (S.D. Tex. 1996). Because the district
court failed to consider the inpact of defendants-appellees’
advertising practices on their use of the service mark and

m sapplied the doctrine of parody in its determ nation that “The

Vel vet Elvis” mark did not infringe Elvis Presley Enterprises,
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Inc.”s marks, we reverse the district court’s judgnent on the
trademark infringenment clains and remand the case for entry of an
i njunction enjoining the use of the infringing mark.

| . BACKGROUND

Plaintiff-appellant Elvis Presley Enterprises, Inc. (EPE) is
t he assignee and registrant of all trademarks, copyrights, and
publicity rights belonging to the Elvis Presley estate. EPE has
at | east seventeen federal trademark registrations, as well as
common-| aw trademarks, for “Elvis Presley” or “Elvis” and ot her
registrations for his |ikeness. However, none of these marks is
registered for use in the restaurant and tavern business. Prior
to trial, EPE announced plans to open a Menphis nightclub as part
of a possible worldw de chain. The Menphis ni ghtclub opened
subsequent to trial. EPE licenses a wide variety of products and
operates Graceland, Elvis's hone, as a tourist attraction with
adj acent retail stores and restaurants. Over 700,000 visitors
per year conme fromall fifty states and fromaround the world to
visit Gracel and. Merchandi se sal es have brought in over $20
mllion in revenue over a five-year period and account for the
| argest portion of EPE s revenue.

In April 1991, defendant-appellee Barry Capece, operating
through the imted partnership Beers "R Us, opened a nightclub
on Kipling Street in Houston, Texas called “The Velvet Elvis.”

On August 28, 1991, Capece filed a federal service mark
application for “The Vel vet Elvis” for restaurant and tavern

services with the United States Patent and Trademark O fice
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(PTO. In Decenber 1992, the service mark was published in the

Oficial Gazette of the United States Patent and Trademark Ofice

as required by 15 U. S.C. § 1062(a). EPE was aware of this
publication, but did not file an opposition to the mark’s
registration within thirty days under 15 U S.C. § 1063.
Accordingly, the PTO issued a service mark registration to Capece
for use of “The Velvet Elvis” mark on March 9, 1993. The Kipling
Street nightclub closed in July 1993 for business reasons.

After the Kipling Street location’s closing, Capece began
soliciting investors to reopen the nightclub at a new | ocati on.
The new ni ghtclub, to be | ocated on R chnond Avenue, woul d have
the sane nane, “The Velvet Elvis,” but it would be run by a new
[imted partnership, Velvet, Ltd. Audley, Inc. is the general
partner of Velvet, Ltd., and Capece is the sol e sharehol der of
Audl ey, Inc.! Capece began renovating the new location in
January 1994. In July 1994, EPE contacted Capece by letter,
threatening himw th | egal action if the bar opened with “El vis”
inits name. The R chnond Avenue | ocation opened in August 1994
under the nanme “The Velvet Elvis.”

The Defendants’ bar serves a wide variety of food and
[ iquor, including prem um scotches and bourbons. The nenu itens
range from appetizers to full entrees. Live nusic is regularly
featured at the bar, and the bar clains to be the first cigar bar

in Houston. [Its decor includes velvet paintings of celebrities

! Hereinafter, we will refer to Barry Capece; Velvet, Ltd.;
and Audl ey, Inc. collectively as the Defendants.
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and femal e nudes, including ones of Elvis and a bare-chested Mna
Lisa. Oher “eclectic” decorations include |ava |anps, cheap
ceram c scul ptures, beaded curtains, and vinyl furniture.

Pl ayboy centerfolds cover the nen’s roomwalls.

In addition to the velvet painting of Elvis, the bar’s nenu
and decor include other Elvis references. The nenu includes
“Love Me Blenders,” a type of frozen drink; peanut butter and
banana sandw ches, a favorite of Elvis's; and “Your Foot bal
Hound Dog,” a hotdog. The nenu bears the caption “The King of
D ve Bars,” and one nenu publicized “Oscar at The Elvis,” an
Acadeny Awards charity benefit to be held at the bar. Nunerous
magazi ne phot ographs of Elvis, a statuette of Elvis playing the
guitar, and a bust of Elvis were al so anong the decorations. By
the tinme of trial, many of these decorations had been renoved
fromthe Defendants’ bar and replaced with non-Elvis itens.

Pictures and references to Elvis Presley appeared in
advertising both for the Kipling Street |ocation and for the
Ri chnond Avenue | ocation fromthe date it opened through early
1995, and sone ads enphasi zed the “Elvis” portion of the nanme by
“bol dly display[ing] the ‘Elvis’ portion of ‘The Velvet Elvis’
insignia with an al nost unnoticeable * Vel vet’ appearing al ongsi de

in smaller script.” Elvis Presley Enters. v. Capece, 950 F

Supp. 783, 789 (S.D. Tex. 1996). The Defendants nade direct
references to Elvis and Gracel and in advertisenents with phrases
such as “The King Lives,” “Viva la Elvis,” “Hunka-Hunka Happy

Hour,” and “Elvis has not left the building.” Advertisenents
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al so included a crown | ogo above the “V’ in “The Vel vet Elvis”
mar k. Advertised pronotional events at the Defendants’ bar have
i ncluded parties commenorating Elvis’s birth and death and
appearances by Elvis inpersonators and Elvis Presley’s drummer.
Sonme advertisenents publicizing the opening of the R chnond
Avenue | ocation included direct references to Elvis and used the
tag-line “the | egend continues” w thout using “The Vel vet Elvis”
mar K.

In April 1995, EPE filed suit against the Defendants,
alleging clains for federal and common-|aw unfair conpetition and
trademark infringenent, federal trademark dilution, and violation
of its state-law rights of publicity in Elvis Presley’s nane and
i keness. EPE sought injunctive relief, costs, attorneys’ fees,
and an order to the Conm ssioner of Patents and Trademarks to
cancel Capece’'s registration for “The Velvet Elvis.” The case
was tried to the district court, which ruled in favor of EPE on
its clainms of trademark infringenment and unfair conpetition
relating to the Defendants’ advertising practices, but not those
clains relating to their use of “The Velvet Elvis” service mark
Id. at 796-97. |In addition, the court ruled in favor of EPE on
its right of publicity claimin relation to the use of Elvis's
name and |ikeness, but again not in relation to the use of “The
Vel vet Elvis” service mark. |d. at 801-02. As to the clains
upon whi ch EPE succeeded, the district court granted injunctive
relief barring the use, in connection with the pronotion or

advertising of the bar, of “the inmage or |ikeness of Elvis
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