
TAMING THE WILD WEST: AN EXAMINATION OF
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INTRODUCTION

"Private loans are the Wild West of the student loan industry,"
according to New York Attorney General Andrew Cuomo, who has
been conducting an ongoing investigation of student loan lending com-
panies' business practices since he took office in early 2006.1 Thus far,
Attorney General Cuomo's investigation uncovered the following: stu-
dent loan lenders and universities had revenue-sharing agreements;
lenders provided a pool of private loan money for high-risk borrowers
at universities in return for the universities designating the lender as
the preferred or exclusive lender for that university; some university
financial aid officers had stock in companies appearing on the colleges'
preferred-lender lists; financial aid officers also received consulting
fees or other perks from lenders on preferred-lender lists; and employ-
ees of student loan lenders working in call centers for a college recom-
mended the lender's own loans to students.2 Attorney General Cuomo
also uncovered that student loan lenders paid alumni associations for
loans taken by its members and used the alumni association's logo on
their mail solicitations.3 Attorney General Cuomo's investigation cen-
tered on student lending companies' deceptive trade practices under
the business and consumer laws of the state of New York.4 As a result
of his investigation, Attorney General Cuomo has secured settlements
with a number of large student loan consolidation companies
("SLCCs"), including Sallie Mae, JPMorgan Chase, and Citibank, and

1. Kelly Field, The Selling of Student Loans, CHRON. HIGHER EDUC. (Wash., D.C.),
June 1, 2007, at A17; Marcy Gordon, NY Official Says Private College Loans Marked By
Abuses, A.P. ALERT PA., June 7, 2007; Student Loan Probe Expands to Marketers, L.A.
TIMES, Oct. 12, 2007, at 4 [hereinafter Student Loan Probe].

2. Field, supra note 1, at A18.
3. Michael Gormley, Cuomo Widens Student Loan Investigation, USA TODAY,

May, 4, 2007, available at http://www.usatoday.com/money/economy/2007-05-03-256346
3295_x.htm.

4. Tim Goral, Seeds of Scandal: A Long Simmering Controversy Finally Boils
Over in the Student Loan Industry, U. Bus., July, 2007, available at http:www.univer-
sitybusiness.com/viewarticle.aspx?articleid=820.
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twenty-five colleges. 5 Using data from Attorney General Cuomo's in-
vestigation, Senator Edward Kennedy (D-Massachusetts) and Senator
Christopher Dodd (D-Connecticut) each proposed amendments to the
Higher Education Act, which, at its inception, was intended to be re-
newed every five years but has not been updated since 1998.6 The
purpose of the Higher Education Act was to bolster educational re-
sources in universities and colleges and to offer financial assistance to
students in college and graduate school. 7 Further, as of October 2007,
Attorney General Cuomo made agreements with twelve student loan
lenders and twenty-six schools to abide by a new code of conduct regu-
lating student lending.8 Although the movement toward correcting
the abuses of the student lending industry was progressing, hardly
any attention was given to the deceptive advertising practices SLCCs
engaged in via mail solicitations that used trade names or logos sug-
gesting the consolidation letter was from the United States Depart-
ment of Education.9

The trend changed in October 2007, when Attorney General
Cuomo shifted the focus of his investigation towards SLCCs' aggres-
sive and misleading marketing practices. 10 Attorney General Cuomo
issued thirty-three subpoenas to SLCCs, requesting information on
any deceptive or misleading tactics used in mail solicitations to stu-
dents and recent graduates." Attorney General Cuomo stated, "The
practices we have found in the direct marketing of loans to students
are surprisingly blatant and even involve some companies who por-
tray themselves as arms of the federal government."1 2 Attorney Gen-
eral Cuomo claimed these practices might violate state consumer
protection laws and the Higher Education Act. 13

This Note argues SLCCs that use trade names or logos that
closely resemble the United States Department of Educations' or, in

5. Gordon, supra note 1.
6. Id.: See also Stacy Kaper, Dodd Details Bill to Curb Abuses in Student Loans,

AM. BANKER, June 11, 2007, at 4 (discussing Sen. Christopher J. Dodd's bill proposing
stricter regulation in the student loans market); Press Release, Office of Sen. Edward
M. Kennedy, Sen. Kennedy, Rep. Miller Urge Spellings to Help Borrowers Save Money
on College Loans (May 17, 2006) (discussing Sen. Edward M. Kennedy and others' re-
quest to U.S. Secretary of Education Margaret Spellings to allow college students more
flexibility in consolidating their student loans).

7. S. REP. No. 89-673 (1965), as reprinted in 1965 U.S.C.C.A.N. 4027, 4027-28.
8. Student Loan Probe, supra note 1, at 4.
9. See infra notes 10-13 and accompanying text.

10. John O'Brien, Cuomo Looking Into Student Loan Marketing, LEGALNEW-

SLINE.COM, Oct. 12, 2007, http://www.legalnewsline.com/printer/ article.asp?c=202540.
11. Id.
12. Id.; Jonathon D. Glater, New York Official Faults Student-Loan Marketing,

N.Y. TIMES, Oct. 11, 2007, available at http://www.nytimes.com/2007/10/11/education1 1
loans.html?_r=2&oref=slogin&oref=slogin.

13. Student Loan Student Loan Probe, supra note 1, at 4.
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general, the federal government's trade names or logos should be held
liable for trademark infringement under § 43(a) of the Lanham Act. 14

SLCCs that use these similar trade names and logos should be held
liable under § 43(a) of the Lanham Act because the trade names and
logos in question are likely to confuse recent college graduates who
likely have little experience with the inner workings of loan consolida-
tion or debt.15 Further, this Note also proposes an amendment to the
Higher Education Act that would prohibit SLCCs from using trade
names or logos that resemble those the U.S. government uses. 16

This Note proceeds in three sections.' 7 First, the Background ex-
amines a brief history of the landscape of the student loan industry in
America, the history and purpose of § 43(a) of the Lanham Act, and
analogous trademark infringement cases under § 43(a) of the Lanham
Act.' 8 Next, in the Argument section, this Note argues the similari-
ties between four pertinent cases in which the Lanham Act was vio-
lated by SLCCs' use of trade names and logos that closely resemble
those used by the federal government. 19 Considering that analysis,
this Note argues an amendment should be added to the Higher Educa-
tion Act to regulate SLCCs' advertising practices and dispel confusion
for student borrowers. 20 Using the boundaries set by § 43(a) of the
Lanham Act, this Note advocates an amendment to the Higher Educa-
tion Act that would prohibit SLCCs from using words, terms, names,
and symbols that are likely to cause confusion for student borrowers
regarding the SLCCs' affiliation with the federal government. 2 1 Fur-
ther, this Note argues an amendment to the Higher Education Act
would ensure that a student borrower likely to be damaged by this
misleading advertising has a clear cause of action against SLCCs for
this type of conduct. 2 2 Finally, this Note concludes that because the
goals of the Lanham Act and Higher Education Act are to protect con-
sumers from false advertising and to promote higher education, this
amendment is necessary to further allow students to pursue their edu-
cation without the worry of being defrauded by companies out to make
a profit from their inexperience with student loans. 23

14. See infra notes 280-528 and accompanying text.

15. See infra notes 280-528 and accompanying text.
16. See infra notes 529-45 and accompanying text.
17. See infra notes 24-545 and accompanying text.

18. See infra notes 24-279 and accompanying text.
19. See infra notes 280-528 and accompanying text.
20. See infra notes 529-45 and accompanying text.
21. See infra notes 529-45 and accompanying text.
22. See infra notes 529-45 and accompanying text.
23. See infra notes 546-56 and accompanying text.
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BACKGROUND

A. STUDENT LOANS IN GENERAL AND STUDENT LOAN CONSOLIDATION

COMPANIES

In 2006, the United States Department of Education provided
over seventy-seven billion dollars to more than ten million students
and their families in the form of grants, loans, and other federal stu-
dent aid programs to help fund higher education. 24 In 2006, the aver-
age cost of attending a public university was $13,000 a year and the
average cost of a private university was over $30,000 a year.2 5 During
that time, the federal government's commitment to providing student
financial aid waned in relation to the increase in cost of higher educa-
tion, leaving a gap between tuition cost and aid available of approxi-
mately $120 billion.2 6

This gap has pushed many students to borrow from private loan
lenders to pay for their education. 2 7 The private loan market has
grown by 1200% in the last decade alone.2 s Although private loans
make it possible for a number of students to attend college, consumer
advocates and student groups are concerned that a lack of under-
standing about private loans could prove troublesome for students in
the future.29 Unlike federal student loans, private loans are not as-
sured by the federal government and have no limits on their interest
rates. 30 Moreover, a number of students do not understand the differ-
ence between federally-subsidized loans and private student loans.3 1

A student should borrow the maximum amount available from the

24. Margaret Spellings, U.S. Sec'y ofEduc., U.S. Dep't of Educ., Written Statement
for Secretary Spellings before the House Comm. on Educ. and Labor (May 10, 2007).

25. Sen. Christopher J. Dodd Holds a Hearing on Private Student Lending, Before
S. Comm. on Banking, Housing and Urban Affairs, 110th Cong. (2007) [hereinafter
Dodd Hearing] (statement of Sen. Christopher J. Dodd, Chairman, S. Comm. on Bank-
ing, Housing, and Urban Affairs).

26. Id.
27. Id.: See also Sandra Block, Private Student Loans Pose Greater Risk; Con-

sumer, Student Advocates Worry Borrowers Uninformed, USA TODAY, Oct. 25, 2006, at
1B ("Private loans are the fastest growing sector of the multibillion-dollar student loan
industry. In 2005-2006, college students borrowed a record $17.3 billion in private
loans, up 913% from a decade ago.. ."); Tim Goral, Seeds of Scandal: A Long Simmering
Controversy Finally Boils Over in the Student Loan Industry, U. Bus., July, 2007,
http:www.universitybusiness.com/viewarticle.aspx?articleid=820 (stating that 90% of
students take loans from private lenders on their college or university's preferred lender
list).

28. Dodd Hearing, supra note 25.
29. Block, supra note 27, at 1B: See also Kim Clark, Student Loan Report: Confu-

sion Reigns, U.S. NEWS AND WORLD REP., July 20, 2007, available at http://www.us-
news.com/usnews/biztech/articles/070720/20loans.htm (stating that interviews with
students conducted by Consumers Union, a New York-based nonprofit organization, dis-
played widespread confusion and misunderstanding of student loans and financial aid).

30. Dodd Hearing, supra note 25.
31. Clark, supra note 29.

[Vol. 41



2008] STUDENT LOAN CONSOLIDATION COMPANIES

federal government's Stafford program to ensure the lower, govern-
ment-mandated interest rate, before financing with private loans,
where interest rates are not fixed and take into consideration the stu-
dent's credit history. 32 In 2003, a Public Interest Research Groups'
study found that almost half the undergraduates with private loans
failed to first borrow the maximum amount from the federal govern-
ment's Stafford program.3 3 This is likely because students do not un-
derstand the difference between federal and private loans and have a
general lack of sophistication to make informed decisions concerning
their college loans.3 4

Another major decision facing a student loan debtor is deciding
whether to consolidate multiple student loans into one loan that al-
lows the student to more easily manage and pay the loan.35 The con-
solidation process allows students to consolidate all of their federal
and, if necessary, private loans with one lender.36 Further, consolida-
tion allows students to make one loan payment per month.3 7 How-
ever, one of the major problems with loan consolidation is the
confusion that arises when students are faced with the decision to con-
solidate their loans with the federal government or a private lender.38

Student loan consolidation companies ("SLCCs") exacerbate the
confusion by soliciting students with mailers that appear to be actual
loan documents or government-issued letters. 39 One associate for a
public interest advocacy group remarked, "Direct-to-consumer mar-
keting for student loans has exploded... We're seeing the propagation
of these types of aggressive, sometimes misleading mailings."40 The
legislative director of the U.S. Student Association, Rebecca Thomp-

32. Laura Pappano, Lessons From the Loan Scandal, N.Y. TIMES, July 29, 2007,
available at http://www.nytimes.com/2007/07/29/education/edlife/pappano.html?_r=2&
adxnnl=l&oref=slogin.

33. Block, supra note 27, at lB.
34. Clark, supra note 29.
35. Pappano, supra note 32.
36. U.S. Department of Education, Loan Consolidation, http'//studentaid.ed.gov/

PORTALSWebApp/students/english/consolidation'jsp?tab=repaying (last visited Nov. 4,
2007).

37. Id.
38. See Anne Marie Chaker, Students Face Flood of Refinancing Offers, WALL ST.

J. ONLINE, June 15, 2006, http://online.wsj.com/public/article/SB115033048648280673-
dFDDvyyYZZ3soFcXvosWcDfko_20060621.html?mod=mktw ("College officials say
there is a lot of confusion surrounding loan refinancing, and that the marketing blitz by
lenders is only making matters worse.. The problem arises when a student borrowing
directly from the government chooses to refinance through an institutional lender.").

39. Kimberly Palmer, Beware Those Official-Looking Student Loan Offers, U.S.
NEWS AND WORLD REP., Mar. 1, 2007, available at http://www.usnews.com/usnews/
biztech/articles/070301/lloanmarketing.htm.

40. Id.
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son, stated that these mailings especially confuse students. 4 1 Thomp-
son blamed the confusion on the probability that college loans are
usually the first time a student has ever taken out a loan.4 2 This no-
tion is reinforced by a report by Consumers Union, a New York-based
nonprofit organization, which stated its interviews with students dis-
played a widespread misunderstanding and confusion regarding their
student loans.4 3

The confusion stemmed from SLCCs' use of official-sounding
names and logos that resembled the United States Department of Ed-
ucation's insignia.44 For example, a solicitation from Collegiate Fund-
ing Services, a subsidiary of JPMorgan Chase, marked its solicitations
"Final Attempt" in red on the outside envelope, stated inside the letter
that it was from the "Student Loan Department," and bore an insignia
comprised of leaves and a book inside a circle within a circle.4 5 The
United States Department of Education's insignia is a tree inside a
circle within another circle. 4 6 Another student loan company, Gradu-
ate Loan Associates, stamped its solicitations with a circle within a
circle insignia that stated "Department of Student Finance."4 7 An-
other mailer, from Goal Financial, LLC, stated "Notice of Congres-
sional Action" and cautioned of a federal rate increase. 48 Another
company, Class One Associates, stamped its solicitations with a
spread-winged eagle, normally perceived to be a symbol of the federal
government. 49 Similarly, another company, American Student Loans
Services, sent solicitations that claimed to be from the "Federal Stu-
dent Loan Department," displayed an eagle insignia, and instructed
students to "protect their rights" by contacting the company. 50

A vice president for Sallie Mae, a major student loan consolida-
tion company, admitted, "I look at some of the stuff and I'm fooled by

41. Id. The U.S. Student Association ("USSA") is the country's largest and oldest
national student organization. The USSA follows and lobbies for federal legislation and
policy. U.S. Student Association, About USSA/USSAF, http://www.usstudents.org/who-
we-are (last visited April 12, 2008).

42. Palmer, supra note 39. See also M.J. Stephey, Navigating the Murky World of
Student Loans, TIME, available at http://www.time.com/time/nation/article/0,8599,1651
495,00.html ("Given their youth and inexperience, students are especially vulnerable to
the loan industry's fine print and confusing jargon.").

43. Clark, supra note 29.
44. Palmer, supra note 39.
45. Id.
46. Id.
47. Id.
48. Chaker, supra note 38.
49. Palmer, supra note 39.
50. John O'Brien, Cuomo Looking Into Student Loan Marketing, LEGALNEW-

SLINE.COM, Oct. 12, 2007, http://www.legalnewsline.comprinter/article.asp?c=202540.
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it-and I'm in the business."5 1 Similarly, a staff attorney at the Na-
tional Consumer Law Center in Boston stated, "If people think they're
getting [letters] from the government, then it could be an unfair busi-
ness practice."

52

Just last year, complaints about student loans to the United
States Department of Education's Ombudsman increased to 300 from
125 the previous year and 50 the prior year, 100 of which specifically
pertained to SLCCs misrepresenting themselves as affiliated with the
federal government. 53 These complaints were due largely to confusion
about the consolidation process. 54 The Department of Education's
Ombudsman, Debra Wiley, stated, "I know people are confused ....
They think they are signing something to get more information when
they are signing a consolidation application." 55 One first-year law
student, Jessica Coulter, became worried when she received letters
marked "confidential" and "open immediately" shortly after taking out
loans for law school. 56 Ms. Coulter offered, "I got really scared. I
thought the whole point of loans was that you don't have to pay them
back for three years."5 7 Additionally, after a workshop On Campus
Student Loans of Helena, Montana presented at the University of
Idaho, a student, Elaine Ruscilli, mistook the seals and insignia on the
documents for those of the Department of Education and signed docu-
ments to consolidate her loans with On Campus Student Loans.5 8 The
director of admissions and financial aid at the University of Idaho,
when asked about the problem of students' confusion over consolida-
tion, said, "Students are confused about what to do . . . I am totally
convinced that all of this will continue-the false advertising, the ille-
gal incentives, the misinformation-until we redesign the loan
programs."

59

51. Palmer, supra note 39. Sallie Mae's solicitations are also marked with the "Fi-
nal Notice" warnings, though the above-quoted vice president maintained Sallie Mae
only states as much when there is an offer contained in the mailer with a deadline. Id.

52. Id. The National Consumer Law Center is a Boston-based nonprofit organiza-
tion. Id.

53. Palmer, supra note 39; Pappano supra note 32.
54. Pappano supra note 32.
55. Id.
56. Palmer, supra note 39.
57. Id.
58. Pappano supra note 32.
59. Id. The director of admissions and financial aid at the University of Idaho was

Dan Davenport. Id.
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B. THE LANHAM TRADEMARK ACT OF 1946

The genesis of the Lanham Trademark Act of 194660 was to pro-
mote good faith.6 1 Two purposes underlie trademark law.6 2 First,
trademark law should protect the public consumer so that he or she,
relying on the trademark of a product, can be confident he or she is
purchasing the product he or she paid for.63 Second, trademark law
should protect the owner of any trademark from misappropriations of
the trademark by "pirates and cheats."6 4 Succinctly, trademark law is
the recognition of the power of symbols in business. 65

The adoption of the Lanham Trademark Act in 1946 was a major
statutory supplement to the common law regulation of unfair trade
practice.6 6 Before the Lanham Trademark Act was enacted in 1946,
Congress had enacted other federal trademark provisions in 1870,
1881, 1905, and 1920.67 The purpose of the Lanham Trademark Act
of 1946 was to collect and coordinate all the provisions pertaining to
trademark law and create one clear act on trademarks, thus eliminat-
ing judicial confusion or procedural difficulties in the law. 68 Further,
the Lanham Act served to impede the use of similar or identical sym-
bols or marks that are likely to confuse consumers about the source of
products or services.6 9

1. Definitions in the Lanham Trademark Act

A trademark consists, generally, of a logo or name of a product
that the public associates with the product. 70 For example, the public
specifically associates McDonald's restaurant's name and golden
arches logo with its business.7 1 Further, trademark law also protects
distinctive packaging of products. 72 Examples are the shape of a
Coca-Cola bottle or Tiffany and Co.'s little blue jewelry box.73

60. 15 U.S.C. §§ 1051-1141n (2000 & Supp. V 2005).
61. See S. REP. No. 79-1333, at 4-5 (1946) (stating that the purpose of the Lanham

Trademark Act of 1946 was to collect the existing statutes pertaining to trademarks and
to secure protection for the trademarks of both U.S. and international businesses).

62. S. REP. No. 79-1333, at 3.
63. Id.
64. Id.
65. Id.
66. 1A Louis ALTMAN & MALLA POLLOCK, CALLMAN ON UNFAIR COMPETITION,

TRADEMARKS AND MONOPOLIES § 5:5 (4th ed. 2002 & Supp. 2007).
67. S. REP. No. 100-515, at 2 (1988), as reprinted in 1988 U.S.C.C.A.N. 5577, 5578.
68. S. REP. No. 79-1333, at 3.
69. Deborah F. Buckman, Annotation, Initial Interest Confusion Doctrine Under

the Lanham Trademark Act, 183 A.L.R. Fed. 553 (2007).
70. H.R. REP. No. 109-23, at 4 (2005), as reprinted in 2006 U.S.C.C.A.N. 1091,

1092.
71. Id.
72. Id.
73. Id.
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The applicable definitions for the Lanham Trademark Act appear
in 15 U.S.C. § 1127. 74 According to the statute, the term "person" in-
cludes a natural person or any corporation or organization capable of
bringing an action in a court of law. 7 5 The terms "trademark," "ser-
vice mark," and "certification mark" include any "word, name, symbol,
or device" used by a person or entity whose use of the mark is intended
to identify or distinguish his or her goods or products. 76 The term
"mark" refers to any of the three terms in the preceding sentence. 7 7

Further, the term "registered mark" refers to any of the above marks
that the United States Patent and Trademark Office have regis-
tered.78 "Trade name" and "commercial name" refer to any name
given to a person's business. 79

2. False Advertising Under Section 43(a) of the Lanham Act: 15
U.S.C. § 1125(a)

Section 43(a) of the Lanham Act establishes a right of action for
false advertising.8 0 Section 43(a) applies to any "person" connected to
any goods or services that "uses in commerce any word, term, name,
symbol, or device, or any combination thereof, or any.., false or mis-
leading description of fact, or false or misleading representation of
fact."8 The statute then breaks into two false or misleading fact de-
scriptions.8 2 First, in pertinent part, § 1125(a)(1)(A) applies to any
false or misleading description of fact "which is likely to cause confu-
sion, or to cause mistake, or to deceive as to the affiliation, connection,
or association of such person with another person, or as to the ...
sponsorship, or approval of his or her goods, services, or commercial
activities by another person."8 3  Second, in pertinent part,
§ 1125(a)(1)(B) applies to a false or misleading description of fact that,
"in commercial advertising or promotion, misrepresents the nature,
characteristics, qualities . . . of his or her or another person's goods,

74. 15 U.S.C. § 1127.
75. Id.
76. Id. Specifically, a "trademark" distinguishes the person's goods "from those

manufactured or sold by others and to indicate the source of goods." Id. A "service
mark" distinguishes services "from the services of others," including any titles, charac-
ter names, or other distinctive features of radio or television programs. Id. A "certifica-
tion mark" distinguishes the origin, material, mode of manufacture, or any other
characteristics of a person's goods or services. Id.

77. Id.
78. Id.
79. Id.
80. Lanham Trademark Act of 1946 § 43(a), 15 U.S.C. § 1125(a).
81. § 1125(a)(1).
82. § 1125(a)(1)(A)-(B).
83. § 1125(a)(1)(A).
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services, or commercial activities."8 4 Section 1125(a)(1) concludes by
stating that a person guilty of either of these infractions "shall be lia-
ble in a civil action by any person who believes that he or she is likely
to be damaged by such act."8 5 Section 43(a) applies similarly to trade-
mark and trade dress infringement.8 6

Although by its plain meaning, § 43(a) seems to establish a cause
of action for general consumers, recently courts have begun to hold
that only business competitors, and not consumers, have standing to
sue under § 43(a).8 7 Thus far, five circuit courts have stated that con-
sumers do not have standing to sue under § 43(a) for false
advertising.

8 8

C. Two PESOS, INC, V. TACO CABANA: THE UNITED STATES SUPREME

COURT INTERPRETS § 43(A) OF THE LANHAM ACT IN AN ACTION

FOR TRADE DRESS INFRINGEMENT

In Two Pesos, Inc. v. Taco Cabana, Inc.,89 the United States Su-
preme Court determined that inherently distinctive "trade dress" was
protected by § 43(a) of the Lanham Act without showing that it had
acquired secondary meaning, because "trade dress" by itself was capa-
ble of identifying the source of a specific service or product. 90 In Two
Pesos, Taco Cabana, Inc. ("Taco Cabana"), sued a similar chain, Two
Pesos, Inc. ("Two Pesos"), under § 43(a) of the Lanham Act for trade
dress infringement in the United States District Court for the South-
ern District of Texas.9 1 In a jury trial, the district court held that Two
Pesos had deliberately and intentionally infringed the trade dress of
Taco Cabana.9 2 The court reasoned that Two Pesos' d6cor and general

84. § 1125(a)(1)(B).
85. § 1125(a)(1).
86. See 74 Am. JUR. 2D Trademarks and Tradenames § 85 (2008) ("To succeed on

claims of trademark infringement under the Lanham Act, the owner of the mark must
show that it had a valid mark that was entitled to protection under the Lanham Act and
that the alleged infringer's actions are likely to cause confusion with the owner's
mark."); 74 AM. JUR. 2D Trademarks and Tradenames § 100 (2008) ("To prove a case of
trade dress infringement under the Lanham Act, a party must demonstrate that 1) its
trade is primarily non-functional; 2) the alleged infringement creates a likelihood of
confusion; and 3) the trade dress either is inherently distinctive, or has acquired secon-
dary meaning.").

87. 5 J. THoMAs MCCARTHY, McCARTHY ON TRADEMARKs AND UNFAIR COMPETITION
§ 27:39 (4th ed. 2008).

88. Id.
89. 505 U.S. 763 (1992).
90. Two Pesos, Inc. v. Taco Cabana, Inc. 505 U.S. 763, 776 (1992). The Court cites

§ 2 of the Lanham Act, which states "that a descriptive mark that otherwise could not
be registered under the Act may be registered if it has "become distinctive of the appli-
cant's goods in commerce." Id.

91. Two Pesos, 505 U.S. at 765.
92. Id. at 766.
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motif were very similar to Taco Cabana's and awarded damages to
Taco Cabana. 9 3

The inaugural Taco Cabana restaurant opened in San Antonio,
Texas in September, 1978. 94 By 1985, Taco Cabana had five locations
throughout San Antonio, all with a similar trade dress.9 5 "Trade
dress" refers to the overall image of a business, including any distinc-
tive decor or features specific to the entity in question.9 6 Taco Cabana
described the motif as a festive eating atmosphere with interior dining
and patio areas adorned with artifacts, bright colors, murals, and
paintings.9 7 The patio also included interior and exterior patios capa-
ble of being sealed off by overhead garage doors. 98 The theme was
enhanced by a vivid and festive color scheme, including bright aw-
nings and umbrellas. 99 Two Pesos opened its first restaurant in Hous-
ton, Texas in December, 1985, with a similar motif.10 0 Two Pesos
expanded quickly into other Texas markets, but did not venture into
San Antonio. 10 1 In 1986, Taco Cabana expanded into other Texas
markets, including Houston, Austin, El Paso, and Dallas, where Two
Pesos was already located and doing business.1 0 2 After discovering
Two Pesos was operating in the same market, Taco Cabana brought
suit for infringement of trade dress under § 43(a) of the Lanham
Trademark Act. 103

The district court trial judge posed five questions for the jury to
frame its verdict. 10 4 The jury was instructed that Taco Cabana's
trade dress was protected under the Lanham Act if it was either in-
herently distinctive or had acquired secondary meaning. 10 5 "Secon-
dary meaning" refers to a mark or dress that has developed over time
to become identified with a person's services or goods. 10 6 The jury an-

93. Id. at 765, 766.
94. Id. at 765.
95. Id.
96. Id. at 765 n.1. Trade dress 'involves the total image of a product and may

include features such as size, shape, color or color combinations, texture, graphics, or
even particular sales techniques." Id. at 765 (citing John H. Harland Co. v. Clarke
Checks, Inc., 711 F.2d 966, 980 (11th Cir. 1983)); 74 AM. JUR. 2D Trademarks and
Tradenames § 100.

97. Two Pesos, 505 U.S. at 765.
98. Id.
99. Id. The Court stated specifically that "[tihe stepped exterior of the building is a

festive and vivid color scheme using top border paint and neon stripes." Id.
100. Id. at 765.
101. Id.
102. Id.
103. Id.
104. Id. at 766.
105. Id.
106. Id. at 766 n.4 ("To establish secondary meaning, a manufacturer must show

that, in the minds of the public, the primary significance of a product feature or term is
to identify the source rather than the product itself.").
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swered that Taco Cabana had a trade dress, the trade dress was non-
functional and inherently distinctive, the trade dress had not acquired
secondary meaning, and the alleged infringement created a likelihood
of confusion for customers regarding the source or association of the
restaurant. 10 7 Considering the jury's findings, the court awarded
damages to Taco Cabana. 0 8

Two Pesos appealed to the United States Court of Appeals for the
Fifth Circuit, claiming that the jury's finding that Taco Cabana's
trade dress had not acquired secondary meaning was at odds with its
finding that Taco Cabana's trade dress did possess an inherent dis-
tinctiveness. 10 9 The Fifth Circuit ruled that the trial judge's instruc-
tions stated the proper law, and the jury's findings were supported by
the evidence of Two Pesos' similar decorative motif to Taco Cabana
and Two Pesos' deliberate movement into markets where Taco Ca-
bana was likely to expand. 1 10 The Fifth Circuit followed its precedent
and rejected Two Pesos' argument that the judgment rendered re-
quired a finding of both secondary meaning and inherent distinctive-
ness, reasoning "that trademark law require[d] a demonstration of
secondary meaning only when the claimed trademark is not suffi-
ciently distinctive of itself to identify the producer.""'

Two Pesos then appealed to the United States Supreme Court,
which granted certiorari to clarify conflicting holdings in the courts of
appeals on the question of whether § 43(a) protected inherently dis-
tinctive trade dress without showing the trade dress had acquired sec-
ondary meaning. 112 The Supreme Court agreed with the holding of
the United States District Court for the Southern District of Texas
and Fifth Circuit Court of Appeals and affirmed that an inherently
distinctive trade dress was protected under § 43(a) without a showing
that it had acquired secondary meaning." 13

The Supreme Court reasoned the intention of § 43(a) of the Lan-
ham Act was to create a cause of action for the misleading and decep-
tive use of marks and to safeguard persons in commerce against
unfair competition. 1 1 4 Further, the Court noted that § 43(a) of the

107. Id. at 766.
108. Id.
109. Id. at 767.
110. Id. at 766 n.5, 767.
111. Id. at 767 (citing Chevron Chemical Co. v. Voluntary Purchasing Groups, Inc.,

659 F.2d 695, 702 (5th Cir. 1981)).
112. Id. The United States Court of Appeals for the Second Circuit, in Vibrant

Sales, Inc. v. New Body Boutique, Inc., 652 F.2d 299 (2d. Cir. 1981), held that Lanham
Act § 43(a) protects unregistered trademarks only when secondary meaning and inher-
ent distinctiveness is proven. Two Pesos, 505 U.S. at 767.

113. Id.
114. Id. at 767-68.
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Lanham Act protected unregistered trademarks that would qualify for
registration under § 2 of the Lanham Act. 115 The Court stated the
criteria for trademark registration was that the mark in question was
capable of distinguishing the trademark holder's goods or services
from others.1 16 Further, courts generally classified marks as either
generic, descriptive, suggestive, arbitrary, or fanciful. 1 17 The Court
opined the latter three were protected under the Lanham Act because
their intrinsic nature identifies a particular source of a product.1 18

Moreover, the Court stated that, in general, merely descriptive marks
were not entitled to protection under § 43(a) unless they had acquired
secondary meaning. 1 19

The Court stated that a mark was eligible for protection if it was
either inherently distinctive or had obtained distinctiveness through
secondary meaning.120 Moreover, the Court stated that eligibility for
protection under § 43(a) required non-functionality and proof of the
likelihood of confusion. 12 1 The Supreme Court, because the jury's rul-
ing on the functionality and inherent distinctiveness was not at issue,
assumed Taco Cabana's trade dress was both non-functional and in-
herently distinctive. 12 2

The Court declared that requiring proof of an entity's acquired
secondary meaning would be adverse to the general principles of
§ 43(a). 123 Under Two Pesos' view, the trademark, if unable to estab-
lish secondary meaning in that temporary span, should not be pro-
tected under § 43(a).1 24 The Court refuted Two Pesos' argument that
inherently distinctive trademarks should only be protected tempora-
rily. 12 5 The Court opined that the above argument contradicted the
meaning of § 43(a) by punishing a business for not being successful
enough at the start. 126 The Court reinforced this notion by stating the
purpose of § 43(a) of the Lanham Act was to protect business and any
paying consumers distinguishing between goods or services.1 27 Thus,

115. Id. at 768.
116. Id.
117. Id. (citing Abercrombie & Fitch Co. v. Hunting World, Inc., 537 F.2d 4, 9 (2nd

Cir. 1976)).
118. Id.
119. Id. at 769.
120. Id. (citing RESTATEMENT (THIRD) OF UNFAIR COMPETITION § 13 (1990)).

121. Id.
122. Id. at 770.
123. Id.
124. Id. at 770-71.
125. Id. at 771.
126. Id.
127. Id. at 774 (citing S. REP. No. 79-1333, at 3-5).
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the Court posited, proof that a trade dress was inherently distinctive
was enough for a person or company to succeed in a § 43(a) claim. 128

D. MIDWAY MFG. Co. v. DIRKSCHNEIDER: THE UNITED STATES

DISTRICT COURT FOR THE DISTRICT OF NEBRASKA EXAMINED

§ 43(A) IN THE CONTEXT OF NON-FUNCTIONAL CHARACTERS IN

VIDEO GAMES

In Midway Manufacturing Company v. Dirkschneider,129 the
United States District Court for the District of Nebraska, in issuing a
preliminary injunction, determined the defendant manufacturer of
coin-operated video games, who had copied almost identically the
plaintiff manufacturer of coin-operated video games' designs and char-
acters, were likely guilty of infringing on the plaintiffs copyrights and
violating § 43(a) of the Lanham Act. 130 In Dirkschneider, Midway
Manufacturing Company ("Midway") sued Dale Dirkschneider and
Harold Peterson individually and d/b/a A-1 Machines and others in
the same capacity (collectively "Dirkschneider") for manufacturing,
distributing, and selling video games that were virtually identical to
Midway's copyrighted Galaxian, Pac-Man, and Rally-X video
games. 13 1 The district court found the shapes, sounds, and coloring of
the characters in Midway's games were non-functional, had acquired
secondary meaning, and Dirkschneider's use of Midway's shapes,
sounds, and coloring was likely to cause confusion for the general con-
suming public. 13 2 Thus, the court granted Midway a preliminary in-
junction prohibiting Dirkschneider from continuing use of the
characters in Midway's games.' 3 3

The plaintiff, Midway, was a designer, manufacturer, and distrib-
utor of coin-operated video games for arcades and other public
places.' 34 Dirkschneider designed, manufactured, and distributed
similar coin-operated video games. 13 5 The three games in question,
Galaxian, 13 6 Pac-Man, 13 7 and Rally-X, 138 were designed by Namco, a

128. Id. at 776.
129. 543 F. Supp. 466 (D. Neb. 1981).
130. Midway Mfg. Co. v. Dirkschneider, 543 F. Supp. 466, 472, 490 (D. Neb. 1981).
131. Dirkschneider, 543 F. Supp. at 472, 473.
132. Id. at 485, 486, 489.
133. Id. at 490.
134. Id. at 472.
135. Id. at 472-73.
136. Id. at 473-74. The Dirkschneider court describes Galaxian as follows:

The elements of the Galaxian video game appear on a background star pattern
consisting of twinkling colored lights that roll from the top of the screen to the
bottom. The game involves a missile-firing rocket ship operated by the player,
plus a formation of enemy aliens. The aliens are arranged in a convoy of five
horizontal rows. There are four denominations or ranks of aliens, with the
highest ranking nearest the player's ship. Each rank has a distinguishing
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Japanese company, who sold the American rights of those games to
Midway for more than $4.5 million. 139 Midway advertised the games
by distributing brochures, advertising in video game trade magazines,
and exhibiting displays at trade shows. 140 Overall, Midway invested
more than twenty million dollars in mass production costs for Galax-
ian, Pac-Man, and Rally-X. 14 1

The United States District Court for the District of Nebraska
stated Dirkschneider's games, Galactic Invaders, Mighty Mouth, and
X-Rally, were "for all practical purposes, identical" to Midway's Galax-
ian, Pac-Man, and Rally-X. 142 Similarities between the games in-
cluded identical sound effects and play modes, identical shapes and
colors of characters, and the same noises and graphics at the same
point in each game. 14 3 Midway's Galaxian and Dirkschneider's Galac-

color. The highest ranking alien is shaped like a rocket ship, but the other
ranks have flapping wings. Individual aliens unpredictably invert and swoop
down to bomb the player's ship. Sometimes the alien attack consists of
miniformations involving the alien flagship or chief, as well as flying alien es-
corts. Whenever a ship is destroyed, a bright explosion appears on the screen,
with appropriate sound effects. The player's score is measured by the number
and rank of aliens destroyed.

Id.
137. Id. at 474. The court describes Pac-Man as follows:

The Pac-Man video game centers on a maze which covers the entire screen.
The player guides the Pac-Man character through the maze. Points are scored
when the Pac-Man eats dots in his path. Four ghost monsters, Inky, Blinky,
Pinky and Clyde, chase after the Pac-Man, trying to capture and deflate him.
The Pac-Man can counterattack by eating a big power capsule that enables him
to overpower the monster for additional scores. After all the dots are gobbled
up, the screen is cleared, and the Pac-Man game continues for another round.
Each round or rack features a special fruit target in the maze, which, if eaten,
earns bonus points. Audio and musical effects accompany the play of the game.

Id.
138. Id. at 475. The court describes Rally-X as follows:

Rally-X is a combination maze chase and race game. Each player begins the
game with a full fuel tank. The object of the game is to drive a car through the
maze clearing various checkpoint flags before the fuel is exhausted. Increasing
point values are scored for each checkpoint flag cleared. The player is aided in
his race through the maze by a radar screen which shows the position of the
checkpoint flags and red pursuit cars. This radar is necessary because, unlike
Pac-Man, the entire Rally-X maze is not projected on the screen. Rather, the
player only views the area of the maze over which his car is passing. The red
pursuit cars try to wreck the player's car. The player can outmaneuver the
pursuit cars by releasing a smoke screen that causes the cars to spin and stall.
If the pursuit cars run into the player's car, a explosion effect and the word
"BANG" appear on the screen. The play of the game is accompanied by sound
effects and music.

Id.
139. Id. at 474, 475.
140. Id. at 475-76.
141. Id. at 476.
142. Id. at 476, 477. There was a fourth game, Kamikaze III, which the plaintiffs

also accused of copying Galaxian. The court only viewed the game on video, but stated
the evidence shows the games were very similar. Id. at 476-77.

143. Id. at 476, 477.
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tic Invaders featured the exact same "attract mode," the demonstra-
tion of the games' alien attackers and how points were scored, on the
screen when a customer was not playing the game.14 4 The court noted
the only difference was that the demonstration displays in Midway's
Galaxian varied, while the Galactic Invaders game did not, a feature
that could only be identified when comparing the games side by
side. 145 Other similarities between Galaxian and Galactic Invaders
included the sound when the "start" button was pushed, a pulsating
heart throughout the game's play, the sound of the alien invaders
swooping in at the player, and the sound of the player's character be-
ing destroyed.' 46 The court also noted the games were both contrived
to have the player's ship in the middle of the screen as the alien invad-
ers swooped at the player.' 47

The court stated that Midway's Pac-Man and Dirkschneider's
Mighty Mouth were also practically identical. 148 The only differences
between the two games the court noted were the names of the charac-
ters and the fact that the characters in the Mighty Mouth game moved
faster, both of which were differences one would only notice when com-
paring the games side by side. 149 The court posited the "attract
modes," color and shapes of the characters, the maze in which the
characters traveled, the feature of the ghosts turning blue and retreat-
ing from the player when the player ate a power capsule, the progres-
sion of play through the various ascending levels, and the sound
effects of the characters gobbling pellets were all exactly the same. 150

The court also observed that Midway's Rally-X and
Dirkschneider's X-Rally were practically identical. 151 The court noted
the "attract mode" containing a description of the game and demon-
stration of the game's play, the shapes and color of the cars, and the
mazes were identical in both games. 152 One specific similarity the
court noted was that both games featured the same "crashing" sound
effect and word "BANG" on the video screen connoting a player's
crash. 153 The court noted the only differences were the display name
of the manufacturer in the "attract mode" of each game and the path

144. Id. at 476.
145. Id.
146. Id.
147. Id.
148. Id. at 477.
149. Id.
150. Id.
151. Id.
152. Id. The court noted the shape and color of the maze and cars were identical

and that the demonstrations differed because the cars followed different paths through
the maze. Id.

153. Id.
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the player's car might take through any particular maze, both of
which could only be distinguished through a side by side
comparison.

154

Moreover, the court found Dirkschneider was clearly aware its
games were virtually indistinguishable from Midway's. 15 5 The court
noted that customers, on at least one occasion apiece, called two of the
Dirkschneider distribution companies to purchase a Midway game. 1 56

On one occasion, a customer was looking to purchase a Galaxian game
and Dirkschneider's response was that Galactic Invaders was the ex-
act same as Galaxian. 15 7 On another occasion, Dirkschneider told a
customer Mighty Mouth was the same as Pac-Man, and the customer
purchased the Mighty Mouth game. 158 Further, Dirkschneider re-
ceived complaints about the Mighty Mouth game, including two cus-
tomers who told Dirkschneider they wanted "a regular factory
game."' 59 Dirkschneider was aware its games were very similar to
the corresponding Midway games. 160

The court assessed Midway's claims under § 43(a) of the Lanham
Act.161 The court stated that in order for Midway to succeed on its
§ 43(a) claims, it needed to prove three elements. 162 First, that Mid-
way's games possessed non-functional features. 163 Second, that the
design features acquired secondary meaning to the public. 16 4 And
third, that Dirckschneider's use of the aforementioned design features
created a likelihood of confusion for the consuming public.165

The first prong of the test was proof of the non-functionality of the
features in question.16 6 The court stated "non-functional" in this con-
text connoted a feature that was "a mere arbitrary embellishment, a
form of dress for the goods primarily adopted for purposes of identifi-
cation and individuality," as opposed to a functional feature of the

154. Id.
155. Id. at 486.
156. Id. at 478.
157. Id.
158. Id.
159. Id. The Defendant Dirkschneider took this to mean the customers wanted Mid-

way's Pac-Man game. Id.
160. Id. at 486.
161. Id. at 484.
162. Id. (citing Truck Equip. Serv. Co. v. Fruehauf Corp., 536 F.2d 1210, 1217-21

(8th Cir. 1976)).
163. Id.
164. Id. The court noted that "[t]he issue of whether a nonfunctional design feature

has acquired a secondary meaning depends on the consuming public's association of
that design with goods from a single source." Id. at 485.

165. Id.
166. Id.
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game, such as the wiring or control panel.167 The court stressed the
pinnacle concern in determining non-functionality was whether pro-
tection against the design feature in question disparaged healthy
competition.

168

The court concentrated on the characters of the Pac-Man game for
its analysis of non-functionality.16 9 The court opined that the charac-
ters in Pac-Man were fanciful creations that could be changed without
affecting the basic nature of the game. 170 Thus, the court noted, a
competitor of Midway would have been able to market video games
with the exact same operational features without copying the identical
characters from Midway's games. 1 71 Because the characters in Pac-
Man could have been changed and the basic integrity of the game sys-
tem would have remained the same, the court deemed the characters
in Midway's games non-functional. 17 2

The second prong of the test was proof that the games had ac-
quired secondary meaning. 17 3 The court posited that the issue was
whether consumers associated the design feature with a specific
source.174 When this association exists, the feature has acquired sec-
ondary meaning, which allows the original owner of the feature to be
protected against a competitor's use of the feature. 175 The court pos-
ited that secondary meaning could be shown by a defendant's con-
scious imitation of the design features of the plaintiffs product.'7 6

The court reasoned secondary meaning could be inferred because a
business would not adopt a non-functional design feature unless it
was attempting to reap the benefits of the feature's secondary mean-
ing.' 7 7 Because of the similarities of the games in question,
Dirkschneider's apparent knowledge that the games were so similar,
and the fact that Dirkschneider had, in the past, represented its prod-
uct to be the same as Midway's, the court found that the design fea-

167. See id. at 484-85 (citing Fruehauf, 536 F.2d at 1217-18). The court stated that
"functional" in this context is ... said to connote other than a trademark purpose." Id.
"If the particular feature is an important ingredient in the commercial success of the
product, the interests in free competition permits its imitation in the absence of a patent
or copyright." Id.

168. Id. at 485.
169. Id.
170. Id.
171. Id.
172. Id. (stating "a prohibition against the imitation of the design features of the

plaintiffs characters would not hinder effective competition by anyone who wished to
market games having operational features identical to the plaintiffs.").

173. Id. at 484.
174. Id. at 485.
175. Id.
176. Id. at 486.
177. Id.
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tures of Midway's games had acquired secondary meaning. 178 The
court's finding was reinforced by the customer complaints to
Dirkschneider, where unhappy customers cited they were interested
in "a regular factory game," which Dirkschneider understood to mean
a Midway game. 179 The court stated that these complaints could not
have stemmed from operational features, such as the cabinets; the
complaints regarded non-functional design features of the games.1 80

Moreover, the court stated the popularity of Midway's games, as evi-
denced by the number of games Midway had sold, also established
proof that the games had acquired secondary meaning in the mind of
the public. 181

The third prong of the test was proof that Dirkschneider's use of
the non-functional features would likely cause confusion for the con-
suming public.18 2  The court stated Midway had to prove
Dirkschneider's use of the design features was likely to confuse the
reasonable consumer about the product's source.18 3 The court listed
six factors to use in determining whether a likelihood of confusion ex-
isted.1 8 4 The first factor was the strength of the plaintiffs mark. 8 5

The second factor was the similarity of the two designs in question.18 6

The degree of care likely consumers would use when choosing between
the two products in the marketplace was the third factor.' 8 7 The
fourth factor was the similarity of products.1 8 8 The fifth factor was the
competitive proximity of products.' 8 9  The final factor was
Dirkschneider's conscious imitation of Midway's game characters. 190

The court found in favor of Midway on each of the six factors. 19 1 First,

178. Id.
179. Id.
180. Id. The court stated:

This testimony indicates that something about the appearance of the defend-
ants' games suggested to the customers that their money would purchase a
type of game action associated with the plaintiffs games. These customer's
beliefs could not have been created by the games' cabinets... it is reasonable to
infer that the customers' expectations were in part engendered by the fact that
the defendants' games imitated the non-functional design features of the plain-
tiffs games.

Id.
181. Id. at 486-87. The court stated the following: "Since early 1980, the plaintiff

had sold 40,000 Galaxian games, 25,000 Pac-Man games and 2,500 Rally-X games. Id.
at 487.

182. Id. at 484.
183. Id. at 487.
184. Id. at 487-89.
185. Id. at 487.
186. Id.
187. Id. at 488.
188. Id.
189. Id.
190. Id. at 489.
191. Id. at 487-89.
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the court found that a strong showing in the other factors of a likeli-
hood of confusion test proved a mark had strong secondary meaning,
which favored Midway's assertion that a likelihood of confusion ex-
isted. 19 2 Second, the court stated the second factor also suggested a
likelihood of confusion because the design features in both sets of
games were virtually identical. 193 Third, the court stated that be-
cause the cost of playing one of the games was only a quarter, the
degree of care consumers used was low, which also suggested a likeli-
hood of confusion among consumers. 194 Fourth and fifth, the court
opined that because the games were similar and distributed through
similar channels, a likelihood for consumer confusion existed. 195 And
sixth, the court stated that Dirkschneider's conscious imitation of
Midway's games further displayed evidence of likelihood of
confusion.

196

The court also stated that any evidence of actual consumer confu-
sion, though not an essential element of Lanham Act analysis, was
indelible proof that likelihood of confusion existed. 19 7 The court noted
that the consumer complaints Dirkschneider received were further
proof that a likelihood of confusion existed in the general consuming
public. 19 8 Thus, the court held that Dirkschneider had violated
§ 43(a) of the Lanham Act by infringing Midway's design features.' 99

In light of this analysis, the court granted Midway's request for a pre-
liminary injunction. 20 0

E. REGISTER.COM, INC. V. DOMAIN REGISTRY OF AMERICAN, INC.:

THE UNITED STATES DISTRICT COURT FOR THE SOUTHERN

DISTRICT OF NEW YORK EXAMINED THE LIKELIHOOD OF

CONFUSION FACTORS IN THE CONTEXT OF ADVERTISING

THROUGH THE MAIL

In Register.com, Inc. v. Domain Registry of America, Inc.,20 1 the
United States District Court for the Southern District of New York
held that the likelihood of confusion resulting from one domain regis-
tering company's mailers was enough for the court to grant the plain-
tiff domain registering company's request for a preliminary

192. Id. at 487.
193. Id. at 487-88.
194. Id. at 488.
195. Id. at 488-89.
196. Id. at 489.
197. Id.
198. Id.
199. Id. at 490.
200. Id.
201. No. 02-6915, 2002 WL 31894625 (S.D.N.Y. Dec. 27, 2002).
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injunction.20 2 In Register.com, Register.com, Inc. ("RCI") sued Do-
main Registry of America, Inc., and others (collectively "Domain Reg-
istry") to obtain a preliminary injunction for Domain Registry's
violations of § 43(a) of the Lanham Act.20 3

RCI and Domain Registry were competitors in the business of reg-
istering World Wide Web domain names.20 4 In 1999, RCI became an
accredited domain name registrar by the Internet Corporation for As-
signed Names and Numbers ("ICANN"), a non-profit group estab-
lished by the United States Department of Commerce. 20 5 RCI's
business included administering and registering "second-level" In-
ternet domain names, for which RCI received a fee that depended on
the length of the particular agreement's duration.20 6 Domain Regis-
try was comprised of all Canadian corporations that served as resel-
lers of domain name registration services for e-Nom, Inc., an ICANN-
accredited entity.20 7 Both RCI and Domain Registry renewed domain
names in the United States.20 The court stated that although none of
the companies making up Domain Registry were ICANN-accredited
registrars, because of their duty to register domain names with e-
Nom, each company included in Domain Registry was perceived to be
in direct competition with RCI. 2 09 The direct competition stemmed
from RCI and Domain Registry's business of renewing domain name
registration for customers of RCI, meaning either RCI kept its custom-
ers or the customers renewed their same domain name with e-Nom.2 10

Also, some of Domain Registry's managers had previously been con-
victed for conspiracy to commit mail fraud, criminal securities fraud,
and for making false or misleading representations in mailers in both
American and Canadian courts.2 1 1 Most recently, the president of Do-
main Registry and Domain Registry's predecessor corporation "In-
ternet Registry of Canada," had been charged under Canada's

202. Register.com, Inc. v. Domain Registry of Am., Inc., No. 02-6915, 2002 WL
31894625, at *8 (S.D.N.Y. Dec. 27, 2002).

203. Register.com, 2002 WL 31894625, at *1.
204. Id.
205. Id.
206. Id. At the time this opinion was published, there was approximately 150

ICANN-registered like RCI, each of whom has entered into a Registrar Accreditation
Agreement with ICANN, which oversees its management of second-level domain names.
Id.

207. Id.
208. See id. Both RCI and e-Nom, of which Domain Registry was an affiliate, are

ICANN accredited registrars, overseen by the United States Department of Commerce.
Id.

209. Id.
210. Id.
211. Id. at *2.
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Competition Act for the company's misleading direct mail
solicitations. 212

RCI's claim under § 43(a) of the Lanham Act stemmed from Do-
main Registry's mail marketing campaigns that "slammed" customers
with several communications shortly prior to the customer's domain
name registration with RCI's expiration date.2 13 Domain Registry's
initial marketing mailer included the trade name of "Domain Registry
of America" and a logo similar to an American flag.2 14 The mailer also
stated "IMPORTANT NOTICE" at the top without any greeting.2 15

The rest of the mailer offered to "renew" the holder's domain name
thirty days before the expiration date so as to avoid "Registrar Lock,"
which, the mailer stated, would translate into a higher price and a
possible loss of the domain name altogether. 2 16 The conclusion of the
text stated the mailer was not a bill and included a "Renewal" pay-
ment stub. 2 17 The notice used the word "renew" a total of seven times
in the text.2 18 Further, the mailer did not mention RCI at all as the
customer's current registrar or that sending in the stub would trans-
fer the domain name holder's service provider from RCI to Domain
Registry. 2 19 Once a potential customer sent in the stub, ICANN pol-
icy required a number of steps before the transfer could occur, includ-
ing providing the "losing registrar," RCI in this case, the opportunity
to verify that the customer desired a switch.2 20 Domain Registry, on

212. Id.
213. Id. at *1.
214. Id. at *2.
215. Id.
216. Id. The initial communication reads:

We understand that your domain name __ expires on __ . We recom-
mend you renew your domain name at least 30 days prior to its expiration to
avoid any "Registrar Lock." Should your current registrar lock your domain
name you will be unable to renew your domain name at what are likely to be
the new lower prices offered by our firm. Renew today and avoid being forced
to pay higher prices. Failure to renew your domain name by the expiration
date may result in the loss of your online identity, which may make it difficult
for your customers and friends to locate you on the Web. Should you lose your
domain name it may be impossible for you to get it back. Deregulation of Do-
main name registration now allows the consumer the choice of their registrar.
This allows you to register or renew your domain name at a lower price than
most other Registrars. Domain name holders are not obligated to renew their
domain name with their current Registrar (e.g. Network Solutions) or with the
Domain Registry of America. Review our prices and decide for yourself. You
are under no obligation to pay the amounts stated below, unless you accept this
offer. We are hoping you will choose the Domain Registry of America. This
notice is not a bill, rather an easy means of payment should you decide to regis-
ter or renew your domain name(s) with us.

Id. at *2-*3.
217. Id. at *3.
218. Id. at *2-*3.
219. Id. at *3.
220. Id.
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the other hand, followed up a received transfer stub with a series of
emails that continued to use the word "renewal" a number of times,
while regularly referring to RCI and its services. 22 1 For example,
these emails thanked the domain name holder for "choosing to renew"
and warned that "YOUR RENEWAL IS NOT COMPLETE." 22 2 The
emails also informed the customers that they should be receiving a
notification from their current carrier, RCI, that their domain name
registrar had been changed to e-Nom. 22 3

The court found Domain Registry's mail marketing campaign vio-
lated §43(a) of the Lanham Act for false advertising and false designa-
tion of origin. 22 4 In analyzing RCI's claims under § 43(a), the court
determined there were two requirements RCI had to prove on a false
designation of origin claim.22 5 First, RCI was required to show that
the mark in question was valid and protectable. 22 6 Second, RCI had
to show Domain Registry's conduct was likely to cause confusion as to
the source of the services or goods in question. 22 7 Further, the court
stated that for RCI to be successful on its false advertising claim, RCI
was required to show that Domain Registry's advertising practices
were either literally false or, if literally true, still likely to mislead and
confuse consumers.228

The court found that Domain Registry's initial mailer's use of the
term "renew" without any clarification presented the impression that
the mailer was sent from the recipient's existing registrar, as opposed
to a competitor, thereby confusing potential customers as to whether
Domain Registry was their existing registrar or an affiliate of RCI.2 2 9

The court then stated the chance of potential confusion was enhanced
by Domain Registry's use of alarmist language regarding "Registrar
Lock" and the risks of failing to renew. 230 The court opined that con-
textual elements, such as the format resembling an invoice, the use of
the American flag, and the use of an official-sounding name like "Do-
main Registry of America" exacerbated the likelihood of confusion. 23 1

The court then stated that the follow-up mailers only served to en-
hance the likelihood of confusion because of the continued use of the

221. Id. at *4.
222. Id.
223. Id.
224. Id. at *8.
225. Id.
226. Id.
227. Id. (citing MCCARTHY, supra note 87, § 27:13 (outlining the elements of a false

designation of origin claim under the Lanham Act § 43(a))).
228. Id.
229. Id. at *9.
230. Id.
231. Id.
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word "renew" within the same context as RCI's trade name; such posi-
tioning could further the customer's confusion as to whether RCI was
affiliated with Domain Registry. 23 2

The court then used the eight factors the Second Circuit Court of
Appeals employed to determine whether a likelihood of confusion ex-
isted. 23 3 The first factor was the strength of RCI's mark.2 34 The sec-
ond factor was the degree of similarity between RCI and Domain
Registry's marks. 2 35 The third factor was the competitive proximity of
products. 23 6 The fourth factor was the likelihood that one of the
trademark owners would "bridge the gap between the two products by
using the mark for products closer to the other's area of commerce." 2 37

The fifth factor was the sophistication of the buyers.238 The sixth fac-
tor was the quality of Domain Registry's product. 23 9 The seventh fac-
tor was consumers' actual confusion. 240 And finally, the eighth factor
was Domain Registry's good or bad faith.24 1

The court stated all eight of the Second Circuit's factors favored
RCI and determined likelihood of confusion existed.24 2 The court
stated the strength and similarity of RCI's mark was not contested,
and Domain Registry's inclusion of RCI's mark along with their con-
fusing mailer favored RCI. 2 43 Regarding the similarities of services
offered and the gap between the markets of the competitors, the court
stated that those two factors also favored RCI because Domain Regis-
try and RCI competed directly with no gap to be bridged.2 44 The court
also stated that although consumers with registered domain names
were most likely more Internet-savvy than regular consumers, they
may not have an in-depth knowledge of ICAAN's policies and may be
confused by a mailer from a company that referred to itself as "Do-
main Registry of America" with an official-looking logo hastening cus-

232. Id.
233. Id. (citing Polaroid Corp. v. Polaroid Elecs. Corp., 287 F.2d 492, 495 (2d Cir.

1961)).
234. Id.
235. Id. The court noted that although Domain Registry's initial mailer did not ex-

plicitly mention Register.com or use any of its marks, it did not need to in order for the
mailer to confuse recipients about whether Domain Registry was a Register.com affili-
ate or their existing registrar. Id. at *9 n.7.

236. Id. at *9.
237. Id.
238. Id. The court noted the initial mailer's references to a "current registrar," "our

firm," and "choice of.. registrar" were not likely to dispel even an experienced domain
name holder's confusion. Id. at *9 n.8.

239. Id. at *9.
240. Id.
241. Id.
242. Id. at *9-*12.
243. Id. at *10.
244. Id. at *11.
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tomers to "renew" their domain names before it was too late.24 5 The
court also stated that the quality of services factor favored RCI be-
cause the services RCI provided were superior, citing that due to cer-
tain administrative weaknesses, one potential Domain Registry
customer would have lost his RCI email address and web page by con-
verting to e-Nom through Domain Registry.2 46 Under the seventh fac-
tor, the court stated that the testimony of consumers' actual confusion
was substantial proof that a likelihood of confusion existed.2 4 7 RCI
submitted affidavits from an employee who received over one hundred
complaints specifically citing to confusion stemming from Domain
Registry's mail solicitations.2 48 Finally, regarding Domain Registry's
bad faith, the court referred to the managers of Domain Registry's pre-
vious criminal charges and convictions involving other confusing mail
advertisements. 24 9 Therefore, the district court reasoned that Do-
main Registry's mail communications induced a strong likelihood of
confusion under the principles of § 43(a) of the Lanham Act and
granted a preliminary injunction against Domain Registry. 250

F. NBA PROPERTIES V. UNTERTAINMENT RECORDS L.L.C.: THE

UNITED STATES DISTRICT COURT FOR THE SOUTHERN DISTRICT OF

NEW YORK EXAMINED § 43(A) IN THE CONTEXT OF A MODIFIED

TRADEMARK

In NBA Properties v. Untertainment Records L.L. C. ,251 the United
States District Court for the Southern District of New York deter-
mined the plaintiffs claims for trademark infringement under § 43(a)
of the Lanham Act were likely to succeed and granted a preliminary
injunction against the defendants from continuing use of the mark in
question.2 52 In NBA Properties, NBA Properties, Inc., ("NBA") sued
Untertainment Records, L.L.C., and others ("Untertainment") for
trademark infringement under § 43(a) of the Lanham Act. 25 3 The dis-
trict court reasoned that Untertainment's alteration of the NBA trade-
mark, a silhouette of a player dribbling a basketball, that added a gun

245. Id.
246. Id.
247. Id. The court stated as follows: "While courts have not found evidence of actual

confusion necessary to show a likelihood of confusion, the Second Circuit recognizes that
evidence of actual confusion is substantial proof that strongly supports its likelihood."
Id.

248. Id.
249. Id. at *12.
250. Id. at *8.
251. No. 99-2933, 1999 WL 335147 (S.D.N.Y. May 26, 1999)
252. NBA Props., Inc. v. Untertainment Records, L.L.C., No. 99-2933, 1999 WL

335147, at *1, 11 (S.D.N.Y. May 26, 1999).
253. NBA Props., 1999 WL 335147, at *1.
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in the player's hand with the words "SDE SPORTS, DRUGS, & EN-
TERTAINMENT" alongside the mark was likely to violate federal
trademark law. 2 54 The district court granted NBA's request for a pre-
liminary injunction and ordered Untertainment to cease all use of the
advertisement in question and publish a corrected advertisement. 255

The NBA logo was a extensively used mark denoting a connection
with the National Basketball Association, its players and teams, and
its merchandise. 2 56 The NBA's logo was registered with the United
States Patent and Trademark Office at the time of suit.2 57 Untertain-
ment was a rap production company that represented the rapper
Cameron Giles, known as Cam'Ron. 258 Untertainment created the al-
tered NBA logo advertisement in conjunction with the release of a
Cam'Ron album entitled "SDE Sports, Drugs, and Entertainment"
and constructed a banner of the altered logo in New York City as well
as advertised the album with the altered logo in Blaze magazine. 25 9

NBA brought suit shortly after it became aware of the banner and
began receiving calls from community and church groups expressing
outrage at the NBA's seeming affiliation with the banner.2 60

The court determined Untertainment's use of the NBA logo was
likely trademark infringement under § 43(a) of the Lanham Act.2 6 1

The court stated that under § 43(a), the plaintiff was required to show
that the mark in question was entitled to protection and that the de-
fendant's version of the mark was likely to cause confusion among the
general consuming public.2 62 The court noted the right to protection
of NBA's mark was undisputed, and the issue was whether Untertain-
ment's use of the NBA logo met the "likelihood of confusion" crite-
ria.2 63 The court used eight factors to analyze likelihood of
confusion.2 64 The eight factors were the strength of NBA's mark, the
similarity between NBA and Untertainment's mark, the competitive
proximity of the two marks, the likelihood Untertainment's mark
bridged the gap between the two markets, any evidence of actual con-
sumer confusion, Untertainment's good faith, the quality of Un-
tertainment's product, and the sophistication of the consumers in the

254. Id.
255. Id.
256. Id. at *2.
257. Id.
258. Id.
259. Id. The banner was 30' by 50' and was located in New York City at the corner

of Lenox Avenue and 125th St. Id.
260. Id. at *2.
261. Id. at *1.
262. Id. at *9.
263. Id.
264. Id. (citing Polaroid, 287 F.2d at 495).
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market.2 65 The court determined that five of the eight factors favored
NBA.26 6 First, the court stated there was little doubt that the NBA
logo was strongly identified with the NBA due to its worldwide popu-
larity and billions of dollars in revenue collected from merchandise. 26 7

Second, the court stated that the lack of any entity in Untertainment's
rendering of the NBA logo to dispel the public's connection of the ad-
vertisement with the NBA gave the public the general impression the
NBA was connected with the advertisement. 268 Third and fourth, the
court noted there was a close proximity between the two products be-
cause the NBA bridged the gap between sports and entertainment by
advertising its merchandise in Blaze magazine, which also carried Un-
tertainment's advertisement. 269 And fifth, the court also found that
many consumers would not have been sophisticated enough to distin-
guish between the NBA logo and the logo Untertainment used in the
advertisements in question. 2 70 In discussing the evidence of actual
confusion, the court noted that there was actual consumer confusion
about the banner displayed prominently in New York City, but that
there was not any actual evidence of confusion regarding the adver-
tisement in Blaze magazine. 2 71 The court stated this factor was neu-
tral because of the lack of evidence of actual confusion concerning the
magazine advertisement. 2 72

On the other hand, the court found two of the factors favored Un-
tertainment. 2 73 First, the court concluded that although Untertain-
ment was keenly aware of the NBA's logo, they could not be
definitively found guilty of any bad faith because there was a lack of
clear, distinctive evidence showing Untertainment's bad faith.2 74 The
court noted that a showing of prior knowledge of NBA's mark did not
definitely display Untertainment acted in bad faith.2 75 Second, the
court noted there was no evidence that Untertainment's product was
in any way inferior to any of the products the NBA logo represented
even though NBA asserted Untertainment's use of the mark incorpo-
rating violence and drugs went against NBA's reputation of whole-
some and high-quality goods and services. 2 76 The court held this

265. Id.
266. Id. at *9-*11.
267. Id. at *9.
268. Id. at *10.
269. Id.
270. Id. at *11.
271. Id. at *10.
272. Id.
273. Id. at *10-*11.
274. Id. at *10.
275. Id.
276. Id. at *11.
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consideration was not applicable to how a court determines the qual-
ity of products. 2 77 However, the court did state that, overall, the anal-
ysis of the factors favored NBA.2 78 Therefore, the court granted
NBA's request for a preliminary injunction barring Untertainment
from using its modified version of NBA's mark any further.2 79

ANALYSIS

A. STUDENT LOAN CONSOLIDATION COMPANIES TAKE ADVANTAGE OF

INEXPERIENCED BORROWERS WITH CONFUSING MARKETING

STRATEGIES

Student loan consolidation companies ("SLCCs") are taking ad-
vantage of inexperienced college graduates through mail solicitations
that use trade names and logos meant to confuse the students into
consolidating their student loans with private lenders that have no
connection to the federal government. 28 0 The purpose of this Note is
to examine how private student lending companies, through their
mail marketing campaigns, are violating the underlying principles of
§ 43(a) of the Lanham Trademark Act.2 8 This Note argues a provi-
sion should be added to the Higher Education Act to regulate student
lenders' advertising practices and alleviate any confusion for student
borrowers seeking to consolidate college loans. 28 2

In the past year, New York Attorney General Andrew Cuomo has
secured settlements with a number of SLCCs and twenty-five colleges
for deceptive trade practices under the business and consumer laws of
New York.2 83 Thus far, Attorney General Cuomo's investigation un-
covered that student loan lenders and universities had revenue-shar-
ing agreements, lenders provided a pool of private loan money for
high-risk borrowers at universities in return for the universities
designating the lender as the preferred or exclusive lender for that
university, some university financial aid officers had stock in compa-
nies appearing on the colleges' preferred-lender lists, financial aid of-
ficers also received consulting fees or other perks from lenders on
preferred-lender lists, and employees of student loan lenders working
in call centers for a college recommended the lender's own loans to

277. Id.
278. Id.
279. Id.
280. See infra notes 283-96 and accompanying text.
281. See infra notes 297-528 and accompanying text.
282. See infra notes 529-45 and accompanying text.
283. Tim Goral, Seeds of Scandal: A Long Simmering Controversy Finally Boils

Over in the Student Loan Industry, U. Bus., July, 2007, available at http:www.univer-
sitybusiness.com/viewarticle.aspx?articleid=820; Marcy Gordon, NY Official Says Pri-
vate Loans Marked By Abuses, A.P. ALERT PA., June 7, 2007.
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students. 28 4 Further, Attorney General Cuomo also discovered that
student loan lenders paid alumni associations for loans its members
took and used the alumni association's logo on their mail solicita-
tions.28 5 Most recently, Attorney General Cuomo shifted the focus of
his investigation towards SLCCs' aggressive and misleading market-
ing practices.28 6

Currently, recent college graduates are bombarded with mail so-
licitations from student loan companies offering to consolidate their
government and private loans.28 7 Student loan consolidation allows
student borrowers to repackage their student loan debt into one loan,
thereby making it easier for students to repay their student loans that
originated from different banks or lenders, or loans from undergradu-
ate and graduate school. 288 One of the major problems with loan con-
solidation is the confusion that arises when students receive mail
solicitations from independent companies that end up raising the in-
terest rates on the students' government loans if the students choose
to consolidate with the private lender. 289 These mail solicitations use
a combination of trade names and logos that resemble official federal
government symbols and official-sounding names that, when taken to-
gether, confuse students into consolidating their loans with that pri-
vate lender because the students believe they are simply following
protocol on their government loans. 290 In 2007 alone, the Department
of Education Ombudsman received three hundred complaints from
students who felt tricked or confused about consolidation forms they
signed.291 One hundred of those complaints regarded SLCCs using

284. Kelly Field, The Selling of Student Loans, CHRON. HIGHER EDUC. (Wash., D.C.),
June 1, 2007, at A18.

285. Michael Gormley, Cuomo Widens Student Loan Investigation, USA TODAY,
May, 4, 2007, available at http://www.usatoday.com/money/economy/2007-05-03-
2563463295_x.htm.

286. John O'Brien, Cuomo Looking Into Student Loan Marketing, LEGALNEW-
SLINE.COM, Oct. 12, 2007, http://www.legalnewsline.com/printer/article.asp?c=202540.

287. Kimberly Palmer, Beware Those Official-Looking Student Loan Offers, U.S.
NEWS AND WORLD REP., Mar. 1, 2007, available at http://www.usnews.com/usnews/
biztech/articles/070301/lloanmarketing.htm.

288. See Gormley, supra note 285 ("Loan consolidation allows borrowers to repack-
age debt-often held by several banks or lenders and covering undergraduate and grad-
uate studies at different schools-into a single loan.").

289. See Chaker, Students Face Flood of Refinancing Offers, WALL ST. J. ONLINE,
June 15, 2006, http://online.wsj.com/public/article/SB115033048648280673-dFDDvyy
YZZ3soFcXvosWcDfko_20060621.html?mod=mktw ("College officials say there is a lot
of confusion surrounding loan refinancing, and that the marketing blitz by lenders is
only making matters worse... The problem arises when a student borrowing directly
from the government chooses to refinance through an institutional lender.").

290. Palmer, supra note 287.
291. Laura Pappano, Lessons From the Loan Scandal, N.Y. TIMEs, July 29, 2007,

available at http://www.nytimes.com/2007/07/29/education/edlife/pappano.html?_r=2&
adxnnl=l&oref=slogin.
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mail solicitations that suggested the SLCC was affiliated with the fed-
eral government.2 9 2 Moreover, a report issued by Consumers Union,
a New York-based nonprofit organization, stated its interviews with
students displayed the students' widespread misunderstanding and
confusion regarding student loans. 2 93 This Note advocates an amend-

ment to the Higher Education Act 29 4 that would prohibit SLCCs' mis-
leading advertising practices. 29 5 Using the parameters set by § 43(a)
of the Lanham Act, the amendment would proscribe SLCCs from us-
ing words, terms, names, and symbols that are likely to cause any con-
fusion regarding the SLCCs' affiliation or connection to the federal
government and provide a cause of action for any person who is likely
to be damaged by any misleading advertising of that nature. 29 6

B. STUDENT LOAN CONSOLIDATION COMPANIES THAT USE TRADE

NAMES OR LOGOS THAT RESEMBLE THOSE OF THE FEDERAL

GOVERNMENT SHOULD BE HELD LIABLE UNDER § 43(A) OF THE

LANHAM ACT

Student loan consolidation companies that mail solicitations with
trade names or logos that closely mirror those of the federal govern-
ment are likely to confuse the general consumer and thus, should be
held liable under § 43(a) of the Lanham Act.29 7 One of the two goals
of the Lanham Trademark Act of 1946 was to protect consumers from
purchasing products they did not want or were unaware they were
purchasing. 29 8 Section 43(a)(1)(A) prohibits any advertising that is
likely to confuse consumers as to the product's affiliation or sponsor-
ship. 29 9 Many SLCCs' mail solicitations to recent graduates include

wording and insignias that closely resemble symbols that denote the
federal government. 30 0 The trade name SLCCs are copying is "The
Department of Education."30 1 The United States Department of Edu-
cation's insignia is a tree within a circle inside another circle.30 2 One
solicitation Collegiate Funding Services, a subsidiary of JPMorgan
Chase, sent included an insignia comprised of a book and leaves

292. Palmer, supra note 287.
293. Kim Clark, Student Loan Report: Confusion Reigns, U.S. NEWS AND WORLD

REP., July 20, 2007, available at http://www.usnews.com/usnews/biztech/articles/
070720/20loans.htm.

294. 20 U.S.C. § 1071 (2000).
295. See infra notes 529-45 and accompanying text.
296. See infra notes 529-45 and accompanying text.
297. See infra notes 298-307 and accompanying text.
298. S. REP. No. 79-1333, at 3 (1946).
299. 15 U.S.C. § 1125(a)(1)(A) (2000).
300. O'Brien, supra note 286; Palmer, supra note 287; Pappano, supra note 291.
301. O'Brien, supra note 286; Palmer, supra note 287.
302. Palmer, supra note 287.
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within two circles.30 3 Another example Graduate Loan Associates
sent contained a circle within a circle insignia that contained the
name "Department of Student Finance." 30 4 Two other SLCCs, Class
One Associates and American Student Loans Services, stamped their
solicitations with an eagle insignia, a long-standing symbol of the U.S.
government. 30 5 SLCCs also used trade names like "Department of
Student Finance," "Federal Student Loan Department," and "Student
Loan Department."30 6 Moreover, a number of SLCCs marked their
solicitations with some form of a warning, such as "Notice of Congres-
sional Action," "Open Immediately," "Final Notice," or "Final At-
tempt," which heightened the confusion students might experience
because the students believed they were in default on their loans and
in trouble with the federal government.30 7 Because these trade
names and symbols evoke the federal government, they are likely to
confuse any recent college graduate with little or no experience in the
student loan process; therefore, any SLCC that uses such a name or
logo should be held liable under § 43(a). 30 8

C. Two PESOS, INC. V. TACO CABANA, INC.: THE UNITED STATES

SUPREME COURT ESTABLISHED THAT TRADE DRESS WHICH Is
INHERENTLY DISTINCTIVE WAS PROTECTIBLE UNDER THE LANHAM
ACT

The United States Supreme Court's reasoning in Two Pesos v.
Taco Cabana30 9 that an inherently distinctive mark deserved protec-
tion under § 43(a) of the Lanham Act illuminated why SLCCs who use
"trade dress," or overall motifs that evoke the federal government
should be liable under § 43(a) of the Lanham Act.3 10 The term "trade
dress" includes a product's total image and refers to features like
shape, size, color combinations, graphics, or textures. 3 1 1 In Two Pe-
sos, the Supreme Court examined what constituted an infringement of
"trade dress" under § 43(a) of the Lanham Act. 3 12 In Two Pesos, one
Texas chain of Mexican restaurants, Taco Cabana, brought a claim of

303. Id.
304. Id.
305. Id.; O'Brien, supra note 286.
306. O'Brien, supra note 286; Palmer, supra note 287.
307. See Chaker, supra note 289 (offering examples of SLCCs' mailers marked "Fi-

nal Notice" and "Notice of Congressional Action"); Palmer, supra note 287 (offering ex-
amples of SLCCs' mailers marked "Open Immediately," "Final Attempt," and "Final
Notice").

308. See supra notes 298-307 and accompanying text.
309. 505 U.S. 763 (1992).
310. See infra notes 311-32 and accompanying text.
311. 74 AM. JUR. 2D Trademarks and Tradenames § 100 (2008).
312. Two Pesos, Inc. v. Taco Cabana, Inc., 505 U.S. 763, 764-65 (1992).
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trade dress infringement against another chain of Texas Mexican res-
taurants, Two Pesos.3 13 The Supreme Court interpreted § 43(a) to de-
termine whether a trade dress that was inherently distinctive
required a showing that the trade dress had acquired a secondary
meaning in order to be protected under federal trademark law.3 14 The
Court stated the general rule that a mark was capable of being pro-
tected if a court determined the mark was inherently distinctive or the
mark had acquired secondary meaning.3 15 Further, the Court noted
that to be eligible for protection under § 43(a) the mark in question
had to be non-functional and likely to confuse consumers. 3 16 After es-
tablishing that Taco Cabana's trade dress was inherently distinctive,
the Court held that Two Pesos' trade dress infringed on Taco
Cabana's.

3 17

The mark in Two Pesos was the motif of the Taco Cabana chain of
restaurants. 3 18 Taco Cabana's motif was a festive eating atmosphere,
including dining areas adorned with artifacts and bright colors. 3 19

The motif also included interior and exterior patios sealable by over-
head garage doors. 3 20 Two Pesos, which opened after Taco Cabana,
had a very similar motif.32 1

In Two Pesos, the Court reasoned that Taco Cabana's trade dress
distinguished it from competitors such as Two Pesos and, considering
the Lanham Act's purpose to protect against deceptive or misleading
use of trademarks, Taco Cabana's trade dress should have been pro-
tected under § 43(a) of the Lanham Act.3 2 2 Further, the Court noted
the purpose of the Lanham Act was to protect consumers from
purchasing products from a different source than they were led to
believe.323

Trade dress and trademarks are both protected under § 43(a) of
the Lanham Act.3 24 Moreover, the requirements for trade dress in-
fringement and trademark infringement under § 43(a) of the Lanham
Act are similar.3 25 Therefore, following the Court's reasoning in Two

313. Two Pesos, 505 U.S. at 765.
314. Id. at 767.
315. Id. at 769.
316. Id.
317. Id. at 776.
318. Id. at 765.
319. Id.
320. Id.
321. Id.
322. Id. at 767-68, 770.
323. Id. at 774.
324. 74 AM. JUR. 2D Trademarks and Tradenames §§ 85, 100 (2008).
325. Compare 74 AM. JUR. 2D Trademarks and Tradenames § 85 ("To succeed on

claims of trademark infringement under the Lanham Act, the owner of the mark must
show that it had a valid mark that was entitled to protection under the Lanham Act and

[Vol. 41



2008] STUDENT LOAN CONSOLIDATION COMPANIES 547

Pesos, SLCCs that used trade names and logos, which together create
an entity analogous to the "trade dress" discussed in the Two Pesos
case, that evoke the federal government should be held liable for
trademark infringement under § 43(a).3 26 The names and logos
SLCCs use resemble names and logos of the federal government, just
as the overall motifs used by Two Pesos mirrored those used by Taco
Cabana in the Two Pesos case. 3 2 7 Specifically, a SLCC mailer that
includes a trade name similar to "The Department of Education" and
any logo that resembles the Department of Education's insignia com-
prises an overall motif a court would likely deem similar, based on the
Court's rationale in Two Pesos.3 28 The Court in Two Pesos held that
the motif in the Taco Cabana restaurant was suggestive, arbitrary, or
fanciful and therefore, inherently distinctive, so the motif was pro-
tected by § 43(a) of the Lanham Act.3 29 Similarly, a SLCC's motif that
includes names like "The Department of Student Finance" and logos
that closely resemble those the federal government uses, such as a
circle inside a circle insignia or a spread-winged eagle, should also be
deemed suggestive, arbitrary, or fanciful and, therefore, inherently
distinctive by a court.330 Further, the Court in Two Pesos stated that
if a mark was inherently distinctive, the mark was capable of distin-
guishing products or services that came from a specific source and
therefore was eligible for protection under § 43(a).3 3 1 The artifacts,

that the alleged infringer's actions are likely to cause confusion with the owner's
mark."), with 74 AM. JUR. 2D Trademarks and Tradenames § 100 ("To prove a case of
trade dress infringement under the Lanham Act, a party must demonstrate that 1) its
trade is primarily non-functional; 2) the alleged infringement creates a likelihood of
confusion; and 3) the trade dress either is inherently distinctive, or has acquired secon-
dary meaning.").

326. See infra notes 327-32 and accompanying text.
327. Compare Two Pesos, 505 U.S. at 769 (stating the descriptions of two competing

Mexican restaurant franchises with similar overall motifs), with O'Brien, supra note
286 (discussing the similarities between the names and logos used by SLCCs and the
federal government), and Palmer, supra note 287 (discussing the similarities between
the names and logos used in SLCCs' mail solicitations to recent graduates and logos and
names used in the federal government), and Pappano, supra note 291 (discussing the
similarities between the names and logos used by SLCCs and the federal government).

328. Compare Palmer, supra note 287 (discussing SLCCs' use of names and symbols
such as "Department of Student Finance," "Student Loan Department," and the eagle
logo with the trade name "Department of Education" and symbols associated with the
U.S. federal government), with Two Pesos, 505 U.S. at 769 (discussing the similarities
between the motifs of the Taco Cabana and Two Pesos restaurants).

329. Two Pesos, 505 U.S. at 768.
330. Compare id. at 768 (discussing how suggestive, arbitrary, or fanciful marks are

inherently distinctive and therefore, protected under § 1125(a)), with O'Brien, supra
note 286 (discussing the similarities between the names and logos used by SLCCs and
the names and logos used by the Department of Education and the federal government),
and Palmer, supra note 287 (discussing the similarities between the names and logos
used by SLCCs and the names and logos used by the Department of Education and the
federal government).

331. Two Pesos, 505 U.S. at 773.
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bright colors, and design of the Taco Cabana restaurants collectively
identified Taco Cabana in the marketplace, just as the name "Depart-
ment of Education" and its accompanying insignia denote the federal
government on their loan documents. 33 2 Thus, under the Court's rea-
soning in Two Pesos, a SLCC that uses names or logos that resemble
the United States Department of Education's should be held liable for
trademark infringement under § 43(a) of the Lanham Act.3 3 3

D. MIDWAY MFG. Co. v. DIRKSCHNEIDER: THE UNITED STATES

DISTRICT COURT FOR THE DISTRICT OF NEBRASKA INTERPRETED

§ 43(A) OF THE LANHAM ACT TO PROTECT NON-FUNCTIONAL

SHAPES, SOUNDS, AND COLORS OF VIDEO GAMES

The United States District Court for the District of Nebraska's
reasoning in Midway Mfg. Co. v. Dirkschneider33 4 further established
that SLCCs violate § 43(a) of the Lanham Act by using trade names
and logos that closely resemble those the federal government uses.3 35

In Dirkschneieder, the court examined Midway Manufacturing Com-
pany's ("Midway") claims that Dirkschneider infringed on Midway's
trademarks and violated § 43(a) of the Lanham Act by manufacturing,
distributing, and selling video games that were almost identical to
Midway's video games. 3 36 The court held the shapes, sounds, and col-
ors of Midway's Galaxian, Pac-Man, and Rally-X video games were
non-functional, had acquired secondary meaning, and Dirkschneider's
use of similar shapes, sounds, and colors in its video games were likely
to cause confusion for the public as to the origin of the video games. 33 7

The court stated that Dirkschneider's games, titled Galactic In-
vaders, Mighty Mouth, and X-Rally, were "for all practical purposes,
identical" to Midway's Galaxian, Pac-Man, and Rally-X games. 3 38 The
similarities included sound effects, display screens, play modes, the
shapes and colors of characters, and the same noises and graphics
when certain events happened during each game. 3 3 9 Further, the
court noted that Dirkschneider was fully aware its games were virtu-

332. Compare Two Pesos, 505 U.S. at 770 (discussing how Taco Cabana's trade dress
was inherently distinctive), with Palmer, supra note 287 (describing student confusion
in differentiating between the SLCCs' marks with those of the federal government and
the U.S. Department of Education).

333. See supra notes 311-32 and accompanying text.
334. 543 F. Supp. 466 (D. Neb. 1981).
335. See infra notes 336-415 and accompanying text.
336. Midway Mfg. Co. v. Dirkschneider, 543 F. Supp 466, 472 (D. Neb. 1981).
337. Dirkschneider, 543 F. Supp. at 490.
338. Id. at 476, 477.
339. Id.
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ally identical to Midway's games, as representations Dirkschneider
employers made to potential customers evidenced. 340

The court in Dirkschneider noted that to be successful on its
trademark infringement claim under § 43(a), Midway needed to prove
that the features of its games were non-functional, had acquired sec-
ondary meaning for the public consumer, and that Dirkschneider's use
of the game features created a likelihood of confusion in the minds of
the general consuming public.3 4 1 The court ruled in favor of Midway
on all three prongs of the test.3 42

The court's decision in Dirkschneider supports a finding that
SLCCs violate § 43(a) of the Lanham Act by closely replicating trade
names and logos the federal government uses.

3 4 3 Similar to the video
game features the court deemed to be trademark infringement in
Dirkschneider, logos or trade names that resemble the federal govern-
ment's official trademarks used in SLCCs' mailers meet the test for
trademark infringement under § 43(a). 344

First, the names included in the mailers, such as "Student Loan
Department" and "Department of Student Finance," and the circle
within a circle or eagle insignias are non-functional. 34 5 The court in
Dirkschneider stated that to be non-functional, a mark must be a
"form of dress for the goods primarily adopted for purposes of identifi-
cation and individuality," as opposed to a functional feature of the
mark.3 46 The court in Dirkschneider stated that the characters in
Dirkschneider's Galactic Invaders, Mighty Mouth, and Rally-X games
could have been changed and the basic integrity of the game would
have remained the same.3 47 The court pointed to the characters in
the Pac-Man game as an example and noted that a potential competi-

340. Id. at 478.
341. Id. at 484.
342. Id. at 485-89. The court stated that although the games could not be played

without the characters, they were simply arbitrary embellishments and therefore non-
functional. Id. at 485. The court also stated the characters had acquired secondary
meaning because a business would not have adopted non-functional design features
without the purpose of taking advantage of the secondary meaning of the feature. Id. at
486. The court also deemed, through a number of factors, that the similarities between
the characters used in Midway and Dirkschneider's games were likely to cause confu-
sion in the marketplace. Id. at 489.

343. See infra notes 344-415 and accompanying text.
344. Compare Dirkschneider, 543 F. Supp. at 485-87 (discussing the non-functional-

ity, presence of secondary meaning, and likelihood of confusion for consumers in com-
paring game features), with O'Brien, supra note 286 (comparing SLCCs' use of similar
names and logos with the U.S. Department of Education and the federal government),
and Palmer, supra note 287 (comparing SLCCs' use of similar names and logos with the
U.S. Department of Education and the federal government).

345. See infra notes 346-415 and accompanying text.
346. Dirkschneider, 543 F. Supp. at 485.
347. Id.
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tor could easily market a game with identical operational features of
Pac-Man without copying the characters, which made the characters
non-functional.3 48 Similarly, the names and logos SLCCs used are not
functional features of the loan consolidation process itself, as the
names and logos have nothing to do with the process of actually con-
solidating a student loan. 34 9 Instead, SLCCs use the names and logos
simply for trademark purposes, as symbols of their business, which
ineffably places them within the category of non-functional marks.3 50

Thus, because the names and logos that resemble federal government
names and logos are simply used as identifiers, and thus should be
deemed non-functional.

3 5 1

Second, the names and logos the federal government uses have
acquired secondary meaning.3 52 The court in Dirkschneider stated
that a mark has acquired secondary meaning if the general consuming
public associates the mark with a specific source. 35 3 Further, the
court stated that a conscious imitation of the mark in question auto-
matically shows secondary meaning, because a business would not
adopt a non-functional feature unless the business was attempting to
use the secondary meaning of the mark to its own benefit. 35 4 The
court in Dirkschneider also cited instances where Dirkschneider em-
ployees specifically told potential customers its games were the same
as Midway's as evidence that Midway's games had acquired secondary
meaning.35 5 Moreover, the court in Dirkschneider noted that evidence
of consumer complaints about the Dirkschneider games, stemming
from the games not being the actual Midway games the consumers
thought they were purchasing, also supported the notion that Mid-
way's characters had acquired secondary meaning.3 56

348. Id.
349. Compare O'Brien, supra note 286 (describing the names and logos used on

SLCCs' mailers and the effect they have on the consumer's ability to identify the source
of the mailer), and Palmer, supra note 287 (describing the names and logos used on
SLCCs' mailers and the effect they have on the consumer's ability to identify the source
of the mailer), with Dirkschneider, 543 F. Supp. at 485 (defining the term "functional" in
this context as connoting something other than a trademark purpose).

350. Compare O'Brien, supra note 286 (describing the names and logos used on
SLCCs' mailers), and Palmer, supra note 287 (describing the names and logos used on
SLCCs' mailers), with Dirkschneider, 543 F. Supp. at 485 (defining a "non-functional"
feature as one that only serves to identify a service or good).

351. See supra notes 346-50 and accompanying text.

352. See infra notes 353-62 and accompanying text.
353. Dirkschneider, 543 F. Supp. at 485.

354. Id. at 486.
355. Id.
356. Id. The complaining customers told Dirkschneider they wanted a "regular fac-

tory game," which Dirkschneider understood to mean they wanted a Midway game. Id.
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Similarly, the names and logos the federal government uses have
acquired a secondary meaning in the context of student loans.3 5 7

Trade names like "Department of Education" and symbols like the De-
partment of Education's circle within a circle and the spread-winged
eagle are generally perceived by the public as names and logos associ-
ated with the United States Department of Education and the federal
government. 3 58 An insignia with a circle within a circle or a spread-
winged eagle evoke the Department of Education's tree within a circle
inside another circle or the federal government. 35 9 Moreover, names
such as "Student Loan Department," "Federal Student Loan Depart-
ment," and "Department of Student Finance" resemble the name "De-
partment of Education."360 Student loan consolidation companies use
these names and logos to evoke the federal government in hopes of
coercing recent graduates to consolidate their loans with a particular
SLCC. 3 6 1 Also, following the reasoning of Dirkschneider, complaints
of students that have consolidated their loans with SLCCs using these
misleading names or logos show that the names and logos the federal
government uses have acquired secondary meaning.36 2 Thus, because
SLCCs consciously use these trade names and logos, and evidence ex-
ists that students have complained about SLCCs' uses of them, the
Department of Education's trade names and logos have acquired sec-
ondary meaning.3 63

Third, a court should also find that SLCCs' use of names and
logos that resemble the Department of Educations' are likely to con-
fuse a consumer. 36 4 The court in Dirkschneider used six factors to an-
alyze a consumer's likelihood of confusion. 3 65 The first factor was the
strength of the plaintiff's mark.3 66 The second factor was the similar-
ity of the design features. 36 7 The third factor was the degree of care

357. See infra notes 358-62 and accompanying text.
358. O'Brien, supra note 286; Palmer, supra note 287.
359. Id.
360. Id.
361. Id.
362. Compare Palmer, supra note 287 (describing first year law student Jessica

Coulter's complaints regarding SLCCs' misleading use of names and marks that evoke
the Department of Education and the federal government), and Pappano, supra note
291 (describing student Elaine Ruscilli's complaints regarding SLCCs' misleading use of
names and marks that evoke the Department and the federal government), with
Dirkschneider, 543 F. Supp. at 486 (describing how actual customer complaints about
Dirkschnieder's video games led the court to determine that Midway's characters had
acquired secondary meaning).

363. See supra notes 358-62 and accompanying text.
364. See infra notes 365-78 and accompanying text.
365. Dirkschneider, 543 F. Supp. at 487-89.
366. Id. at 487.
367. Id.
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used by potential customers. 3 68 The fourth factor was the degree of
similarity between the two parties' products. 36 9 The fifth factor was
the competitive proximity of the two products. 370 The sixth factor was
the defendant's conscious imitation of the plaintiffs product. 3 7 ' The
court held that all six factors weighed in Midway's favor.3 7 2 The court
noted that any evidence of consumer confusion, though not one of the
six essential elements of a Lanham Act cause of action, added proof
that consumer confusion existed.3 73 The court held the complaints
Dirkschneider received from consumers about the origin of the prod-
ucts were evidence of consumer confusion. 3 74

The first factor the court in Dirkschneider considered was the
strength of Midway's mark.3 7 5 The court stated that a mark with
stronger secondary meaning in consumer's minds was more likely to
cause confusion than a mark with weaker secondary meaning.376

Names and insignias denoting the federal government have obtained
a strong secondary meaning in the public's mind as strongly associ-
ated with the federal government. 37 7 Government names and logos
like the Department of Education's insignia and spread-winged eagle,
along with names of government departments like "The Department
of Education," are indelibly associated in the minds of consumers as
names and symbols of the federal government. 3 78 Thus, the Depart-
ment of Education's marks possess a strong meaning. 37 9

The second factor the court in Dirkschneider considered was the
similarity of the design features the parties employed.38 0 The court
stated the overall impression Dirkschneider's games created was in-
distinguishable from the impression Midway's games created; there-
fore, Dirkschneider's use of Midway's design features were likely to

368. Id. at 488.
369. Id.
370. Id.
371. Id. at 489.
372. Id. at 487-89.
373. Id. at 489.
374. Id.
375. Id. at 487.
376. Id.
377. Compare Palmer, supra note 287 (demonstrating that the government trade

names and insignias have acquired a strong secondary meaning as evidenced by the
roughly 100 complaints about SLCCs using mailers suggesting an affiliation with the
federal government to the Department of Education's Federal Student Aid
Ombudsman), with Dirkschneider, 543 F. Supp. at 487 (discussing strength of plaintiffs
mark as evidence of likelihood of confusion for consumer).

378. See Palmer, supra note 287 (stating that over 100 complaints have been re-
ceived by the Department of Education's Federal Student Aid Ombudsman regarding
SLCCs' use of names and logos that suggest an affiliation with the federal government).

379. See supra notes 365-78 and accompanying text.
380. Dirkschneider, 543 F. Supp. at 487.
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cause confusion. 38 ' The court also noted the similarities of the marks
must be considered as they entered the market.38 2 The court stated
the similarities between the operation of the "attract modes" of the
games further enhanced the consumer's likelihood of confusion be-
cause potential consumers made their choice based on the "attract
modes" of the game. 38 3 Similarly, trade names and logos that evoke
the federal government in mail solicitations are likely to cause confu-
sion for recent graduates with student loan debt.38 4 Like the corre-
sponding video games in Dirkschneider, SLCCs use similar names and
logos to the names and logos the Department of Education and federal
government uses.38 5 For example, SLCCs' use of the circle within a
circle insignia and an eagle logo, compared with the United States De-
partment of Education's circle within a circle insignia and the public's
general association of the eagle with the federal government, would be
likely to cause confusion for potential consumers. 38 6 Also, SLCCs' use
of names that sound like the name "Department of Education," such
as "Department of Student Finance," "Federal Student Loan Depart-
ment," and "Student Loan Department," are also very similar, increas-
ing the likelihood of confusion. 38 7 Moreover, just as the court in
Dirkschneider regarded the "attract modes" of the games as key to lur-
ing customers, the potential consumer of student loan consolidations,
recent college graduates with student loans, also have to decide
whether to "play" or not based on the appearance of the names and

381. Id. at 487-88.
382. Id. at 488 n.18.
383. Id. at 488.
384. See infra notes 385-88 and accompanying text.
385. Compare O'Brien, supra note 286 (describing the names and logos SLCCs use

in marketing mailers that confuse recent graduates because of their similarities to
names and logos used by the U.S. Department of Education and the federal govern-
ment), and Palmer, supra note 287 (describing names and logos SLCCs use in market-
ing mailers that confuse recent graduates because of their similarities to names and
logos used by the U.S. Department of Education and the federal government), with
Dirkschneider, 543 F. Supp. at 488 (describing the similarities of Dirkschneider and
Midway's game features).

386. Compare O'Brien, supra note 286 (describing American Student Loan Services'
mailer, which includes the name "Federal Student Loan Department" and is stamped
with an eagle insignia), and Palmer, supra note 287 (describing Graduate Loan Associ-
ates' mailer, which includes the name "Department of Student Finance" and includes a
circle within a circle insignia, and Class One Associates' mailer, which is stamped with
a spread-winged eagle), with Dirkschneider, 543 F. Supp. at 488 (describing the similar-
ities of Dirkschneider and Midway's game features).

387. Compare O'Brien, supra note 286 (stating SLCCs' use of the name "Federal
Student Loan Department" in marketing mailers confuse recent graduates), and
Palmer, supra note 287 (stating SLCCs' use of the names "Department of Student Fi-
nance" and "Student Loan Department" in marketing mailers confuse recent gradu-
ates), with Dirkschneider, 543 F. Supp. at 488 (describing the similarities of
Dirkschneider and Midway's game features).
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logos included on the SLCCs' mailers. 38 8 Therefore, the similarities
between names and logos the federal government uses and SLCCs use
are likely to confuse potential customers. 38 9

Moreover, like the two sets of video games in Dirkschneider, the
similarities between names and logos the federal government and
SLCCs use are amplified by the way the names and logos entered the
market. 3 90 As the games in Dirkschneider both entered the market
packaged in a traditional wooden cabinet, the names and logos the
federal government and the SLCCs use both enter the market via mail
solicitations.3 9 1 Considering the overall similarities of not only the
names and logos used, but also the way they enter the market via mail
solicitations, in accordance with the court's analysis in Dirkschneider,
SLCCs' names and logos are sufficiently similar to those the federal
government uses. 3 9 2

The third factor the court in Dirkschneider used to show the like-
lihood of confusion was the degree of care potential customers likely
exercised. 3 93 The court stated that because playing one of the games
only cost a quarter and the game was most likely being played in an
arcade, the amount of care a potential customer would take to scruti-
nize the game features for their origin was small.3 94 Conversely, any
potential consumers with student loan debt most likely would exercise
a much higher degree of care in choosing to consolidate, because the
potential consumer would likely be consolidating a large amount of
debt.39 5 Though this factor would favor SLCCs, the court in Regis-
ter.com, Inc. v. Domain Registry of America, Inc.3 9 6 distinguished the
analysis of the court in Dirkschneider regarding this factor, stating a
strong likelihood of confusion can outweigh a sophisticated consumer's

388. Compare Palmer, supra note 287 (describing how the names and logos used by
SLCCs are similar to the names and logos used by the U.S. Department of Education
and the federal government), and Pappano, supra note 291 (describing how University
of Idaho student Elaine Ruscilli mistook seals on an SLCC's document for seals of the
Department of Education), with Dirkschneider, 543 F. Supp. at 488 (describing the like-
lihood of confusion because of the similarities of the "attract modes" of the games in
question).

389. See supra notes 385-88 and accompanying text.
390. See infra note 391 and accompanying text.
391. Compare Dirkschneider, 543 F. Supp. at 488 (describing the similarities of de-

sign features used by Dirkschneider and Midway upon entering the market), with
Palmer, supra note 287 (describing student confusion at letters from SLCCs sent
through the mail that appear to be from the federal government).

392. See supra note 391 and accompanying text.
393. Dirkschneider, 543 F. Supp. at 488.
394. Id.
395. Compare Palmer, supra note 287 (describing students' confusion from SLCCs'

mail solicitations), with Dirkschneider, 543 F. Supp. at 488 (discussing the degree of
care used by the potential consumer).

396. No. 02-6915, 2002 WL 31894625 (S.D.N.Y. Dec. 27, 2002).
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high degree of care.3 97 Thus, although potential customers should use
a high degree of care when consolidating their student loans, this does
not alleviate a likelihood of confusion. 3 98

The fourth and fifth factors the court in Dirkschneider considered
were the degree of similarity and competitive proximity of the prod-
ucts involved. 39 9 The court stated that when the two parties' products
were similar, the defendant's use of the plaintiffs mark was more
likely to cause confusion, and the likelihood of confusion was further
exacerbated if the parties' products were distributed through the same
channels of trade to the same potential customers. 40 0 The court noted
that the two sets of games were identical and distributed through sim-
ilar trade channels. 40 1 Similarly, SLCCs use names and logos that
are very similar to the names and logos the federal government uses
and both the SLCCs' and federal government's solicitations reach the
same potential consumers, recent college graduates, through mail so-
licitations. 40 2 Thus, due to the similarities of the names and logos the
federal government and SLCCs use, as well as the identical means of
competing in the marketplace between federal government mailers
and SLCC mailers, SLCCs' use of similar names and logos are likely to
cause confusion among consumers.40 3 Moreover, this confusion is fur-
ther exacerbated because SLCCs distribute the mailers containing the
names and logos in the exact way the federal government distributes
its loan documents, through the mail.40 4

According to the Dirkschneider court, actual evidence of consumer
confusion about the trade names and logos SLCCs use would further
show a likelihood of confusion.40 5 The court in Dirkschneider stated
that any actual evidence of consumer confusion should be considered

397. Compare Dirkschneider, 543 F. Supp. at 488 (discussing how the consumer's
degree of care is not particularly high because playing the video game only costs a quar-
ter, showing a likelihood of confusion in the marketplace), with Register.com, Inc. v.
Domain Registry of Am., No. 02-6915, 2002 WL 31894625, at *11 (S.D.N.Y. Dec. 27,
2002) (stating that even sophisticated domain name buyers were likely to be confused as
to the affiliation of a mailer that included names and logos suggesting the mailer was
from the federal government).

398. See supra notes 393-97 and accompanying text.
399. Dirkschneider, 543 F. Supp. at 488.
400. Id. at 488-89.
401. Id.
402. Compare Dirkschneider, 543 F. Supp. at 488-89 (describing the degree of simi-

larity between the video game features in question which were distributed through sim-
ilar channels), with Palmer, supra note 287 (describing the similarities between logos
and names used by SLCCs and the federal government which were distributed through
mail solicitations).

403. See supra notes 399-402 and accompanying text.
404. See supra notes 399-402 and accompanying text.
405. See infra notes 406-10 and accompanying text.
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in determining the consumer's likelihood of confusion. 40 6 The court
cited to complaints from Dirkschneider customers to Dirkschneider
employees that the games they purchased from Dirkschneider did not
live up to the quality of games the customers, who thought they had
purchased a Midway game, expected.40 7 Similarly, many students
have complained and verbalized their confusion over the mail solicita-
tions from SLCCs that use trade names and logos that resemble those
of the federal government. 40 8 For instance, complaints to the Depart-
ment of Education's Ombudsman have increased from 50 to 125 to 300
over the last three years because of deceptive advertising practices,
100 of which specifically regarded SLCCs' mailers that included
names or logos suggesting an affiliation with the federal govern-
ment.40 9 Moreover, students have described in detail how they were
misled by trade names and logos that resembled those the federal gov-
ernment uses, directly leading the students to consolidate their loans
with a company using the misleading names and logos. 4 10 Thus, evi-
dence of these actual incidents of consumer confusion further displays
the likelihood of confusion created by SLCCs' use of trade names and
logos that closely resemble those of the federal government. 4 11

Finally, the court in Dirkschneider stated that Dirkschneider's
conscious imitation of Midway's game features was significant to the
issue of likelihood of confusion for the consumer. 4 12 The court stated
Dirkschneider's conscious imitation suggested Dirkschneider set out
to benefit from the public's knowledge of Midway's characters. 4 13

Similarly, SLCCs' conscious imitation of names and logos the federal
government uses also strengthens the likelihood of confusion for con-
sumers.4 14 Considering the public's association of the marks with the

406. Dirkschneider, 543 F. Supp. at 489.
407. Id.
408. Compare Dirkschneider, 543 F. Supp. at 489 (describing complaints from cus-

tomers who thought they were purchasing a Midway game when they purchased a
Dirkschneider game), with Clark, supra note 293 (describing Consumer Union's inter-
views with students that "revealed widespread confusion and misunderstanding"), and
Palmer, supra note 287 (describing first year law student Jessica Coulter's confusion
pertaining to SLCCs' mail solicitations and the roughly 100 complaints lodged with the
Department of Education's Federal Student Aid Ombudsman about SLCCs' marketing
materials that suggest an affiliation with the federal government), and Pappano, supra
note 291 (describing University of Idaho student Elaine Ruscilli's mistaking the logos on
documents from an SLCC as meaning that SLCC was affiliated with the federal govern-
ment and the 300 complaints lodged with the Department of Education's Federal Stu-
dent Aid Ombudsman stemming from general confusion about student loans).

409. Palmer, supra note 287; Pappano, supra note 291.
410. Id.
411. See supra notes 406-10 and accompanying text.
412. Dirkschneider, 543 F. Supp. at 489.
413. Id.
414. See infra note 415 and accompanying text.
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federal government, especially the name "Department of Education"
and the spread-winged eagle, the SLCCs consciously imitated the fed-
eral government's trade names and logos. 4 15 Therefore, this showing
of SLCCs' conscious imitation of names and logos the federal govern-
ment uses strengthens the argument that SLCCs used the similar
names and logos to illicit those students who were under the impres-
sion they were conducting business with the federal government, fur-
ther reinforcing the idea that a strong likelihood of confusion for
consumers exists in the student loan consolidation market.4 16

Using the analysis of the court in Dirkschneider, SLCCs that use
any trade names or logos that mirror those of the federal government
violate § 43(a) of the Lanham Act by infringing on the trademarks of
the federal government. 4 17 Even though the third factor favors the
SLCCs, this is overridden by the other five factors and the actual inci-
dents of consumer confusion stemming from mail solicitations of this
sort.4 18 Therefore, using the analysis of the court in Dirkschneider, a
SLCC that uses names or logos that closely resemble those of the fed-
eral government should be liable for trademark infringement under
§ 43(a) of the Lanham Act.419

E. REGISTER.COM, INC. V. DOMAIN REGISTRY OF AMERICA, INC.: THE

UNITED STATES DISTRICT COURT FOR THE SOUTHERN DISTRICT OF

NEW YORK DISCUSSED LIKELIHOOD OF CONFUSION IN TERMS OF A

COMPANY USING A TRADE NAME AND LOGO THAT EVOKED THE

FEDERAL GOVERNMENT AND ALARMIST LANGUAGE

The United States District Court for the Southern District of New
York's decision in Register.com, Inc. v. Domain Registry of America,
Inc.4 20 also reinforces the notion that any SLCC that uses trade
names or logos that evoke the United States Department of Educa-
tion's trade name or logos should be liable under § 43(a) of the Lan-
ham Act for false advertising and false designation of origin. 42 1 In
Reigister.com, the district court held that the likelihood of confusion
resulting from Domain Registry of America's ("Domain Registry")

415. Compare Dirkschneider, 543 F. Supp. at 489 (describing the Dirkschneider's
conscious imitation of Midway's game features in order to benefit from their popularity),
with O'Brien, supra note 286 (describing SLCCs' use of names and logos that closely
resemble those of the federal government to portray themselves as affiliated with the
federal government).

416. See supra note 415 and accompanying text.
417. See supra notes 344-415 and accompanying text.
418. See supra notes 344-415 and accompanying text.
419. See supra notes 344-415 and accompanying text.
420. No. 02-6915, 2002 WL 31894625 (S.D.N.Y. 2002).
421. See infra notes 422-76 and accompanying text.
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mailers was sufficient for the court to grant Register.com's ("RCI") re-
quest for a preliminary injunction.4 2 2

In Register.com, the plaintiff RCI and defendant Domain Registry
were competitors in the business of registering Internet domain
names.4 23 The court stated the two companies were in direct competi-
tion because part of Domain Registry's business was soliciting RCI
customers in the hopes that those customers would re-register their
domain names with Domain Registry's parent company. 424 RCI's
claim arose from Domain Registry's marketing campaigns that in-
cluded the trade name "Domain Registry of America," a logo similar to
an American flag, and the words "IMPORTANT NOTICE" stamped at
the top of the mailer without a greeting.4 2 5 The mailer mentioned the
word "renew" a total of seven times and did not mention that Domain
Registry was not the domain name registrar the customer was cur-
rently using.4 26 After a customer ostensibly "renewed" with Domain
Registry, the current domain holder had the opportunity to verify that
the customer desired a switch.4 27 After a customer responded posi-
tively to the initial mailer, Domain Registry continued to pepper po-
tential clients with mailers using the word "renew" copiously, most
notably thanking the customer for "choosing to renew" and warning
them that "YOUR RENEWAL IS NOT COMPLETE." 428 Domain Reg-
istry also sent a mailer that stated the customers would receive a let-
ter from its current carrier notifying them that their domain name
registrar has been changed to Domain Registry's parent company.4 29

The court in Register.com stated that to succeed on its claim for
false designation of origin, RCI had to prove the mark in question was
valid and protectable and that Domain Registry's conduct was likely
to cause confusion as to the source of the services or goods in ques-
tion.4 30 Further, the court stated that for RCI to be successful on its
false advertising claim, RCI was required to show that Domain Regis-
try's advertising practices were either literally false or, if literally
true, still likely to mislead and confuse consumers. 43 1 The court de-
termined the eight factors for likelihood of confusion supported both

422. Register.com, 2002 WL 31894625, at *1
423. Id.
424. Id.
425. Id. at *2.
426. Id. at *2-*3.
427. Id. at *3. The policy was instituted by the Internet Corporation for Assigned

Names and Numbers (ICANN), which is a non-profit entity established by the U.S. De-
partment of Commerce to oversee polices for the Internet Domain System. Id. at *1.

428. Id. at *4.
429. Id.
430. Id. at *8, *9.
431. Id.
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RCI's false designation of origin and false advertising claims under
§ 43(a) of the Lanham Act. 4 32

Following the court's reasoning in Register.com, SLCCs that use
trade names and logos similar to the Department of Education's
should be liable under § 43(a) of the Lanham Act for false advertising
and false designation of origin. 43 3 First, the court in Register.com
stated factors one and two, the strength and similarity of RCI's mark,
were not in question. 43 4 Domain Registry did not contest that RCI's
mark was strong.43 5 The court stated that Domain Registry's re-
peated use of the word "renew" in the initial mailer and its warning to
avoid "Registrar Lock" both suggested the maintenance of a domain
registrar and not switching domain registrars, ostensibly portraying
themselves as the existing domain registrar of the potential cus-
tomer.4 36 This notion was strengthened by Domain Registry's inclu-
sion of RCI's trade name on the follow-up mailers, which, the court
held, clearly gave the impression that Domain Registry and RCI were
affiliated.43 7 Similarly, SLCCs could not argue that marks, such as
the spread-winged eagle and the trade name "Department of Educa-
tion," do not have strong meaning in the minds of the general con-
sumer.438 SLCCs' use of variations on the name "Department of
Education" and the symbols associated with it show the strength of
those marks, as consumers' widespread misaffiliation of these symbols
with the federal government evidenced.4 39 Moreover, because most
student loans are received through the Department of Education, the
court's reasoning in Register.com is persuasive when dealing with
SLCCs because the use of a logo or trade name that evokes the federal
government by an independent company for a service that was origi-

432. Id. at *9-*12.
433. See infra notes 434-76 and accompanying text.
434. Register.com, 2002 WL 31894625, at *9.
435. Id. at *10.
436. Id. at *9.
437. Id. at *10.
438. Compare Palmer, supra note 287 (noting the roughly 100 complaints lodged

with the Department of Education's Federal Student Aid Ombudsman about the confu-
sion stemming from mail solicitations that suggest an affiliation with the federal gov-
ernment), and Pappano, supra note 291 (noting the 300 complaints lodged with the
Department of Education's Federal Student Aid Ombudsman expressing confusion
about student loans), with Register.com, 2002 WL 31894625, at *10 (stating that a fed-
erally-registered mark that represents the owner of a previously made business trans-
action is strong).

439. See O'Brien, supra note 286 (describing SLCCs' use of names and logos that
closely resemble the names and logos used by the Department of Education and the
federal government); Palmer, supra note 287 (describing SLCCs' use of names and logos
that resemble the names and logos used by the Department of Education and the fed-
eral government); Pappano, supra note 291 (describing SLCCs' use of names and logos
that resemble the names and logos used by the Department of Education and the fed-
eral government).
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nally provided by the federal government would likely confuse poten-
tial consumers. 440 Thus, SLCCs who use trade names and logos
similar to those the federal government uses violate the first two
prongs of the test the court in Register.com used.4 4 1

Second, the court in Register.com determined the third and fourth
factors of the likelihood of confusion test, the similarities of services
offered and ability of the defendant to bridge the gap between the two
companies, favored RCI.4 4 2 The court stated these two factors favored
RCI because Domain Registry was a direct competitor of RCI, mean-
ing there was no gap to be bridged.4 43 Similarly, SLCCs offer student
borrowers the opportunity to consolidate their loans, something that
may also be accomplished through the federal government. 4 44 For
these reasons, factors three and four of the likelihood of confusion test
in Register.com weigh against SLCCs that use trade names and logos
similar to the federal government's. 4 45

Third, the court in Register.com discussed the fifth factor of the
test, the sophistication of the buyers, which also favored RCI. 4 46 The
court stated that although domain name owners were more sophisti-
cated than the average buyer, they were not likely to have extensive
knowledge of the domain name renewal and registration system and,
therefore, determined that Domain Registry's mailers were likely to
confuse domain name owners. 44 7 The court concluded that Domain
Registry's repetitious use of the word "renew," use of alarmist lan-
guage concerning Registrar Lock and warning that the mailer was an
"Important Notice," and its use of an official-sounding name like "Do-
main Registry of America" supported the claim that Domain Regis-
try's mailers were likely to confuse potential consumers. 44 s Similarly,
under the analysis in Register.com, SLCCs' mailers are likely to con-
fuse student loan borrowers because of the students' lack of personal

440. Compare Palmer, supra note 287 (discussing consumer confusion pertaining to
SLCCs' use of names and logos that resemble the names and logos used by the Depart-
ment of Education and federal government), with Register. com, 2002 WL 31894625, at
*10 (discussing that Domain Registry's use of RCI's trade name on mailers that would
transfer business away from RCI, the original holder of the domain name, was likely to
cause confusion).

441. See supra notes 434-40 and accompanying text.
442. Register.com, 2002 WL 31894625, at *11.
443. Id.
444. Compare Register.com, 2002 WL 31894625, at *11 (describing how Domain

Registry was a direct competitor of RCI's and therefore, there was no bridge to gap),
with Chaker, supra note 289 (describing recent graduates options to consolidate their
college loans with the federal government or with a private lender).

445. See supra notes 442-44 and accompanying text.
446. Register.com, 2002 WL 31894625, at *11.
447. Id.
448. Id. at *9, *11.
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financial sophistication. 44 9 Also, SLCCs use alarmist language. 4 50

Similar to the alarmist language in Domain Registry's initial mailer,
the alarmist language SLCCs use warns the student borrower that
the solicitation is time sensitive, that the mailer is an "Important No-
tice," or that the recipient needs to "Open Immediately."4 51 Further,
the mailers SLCCs use also present their consolidation services as
something the student borrower must engage in at the peril of paying
more for their student loans.4 5 2 Moreover, SLCCs also use official
sounding names, such as "Department of Student Finance," "Student
Loan Department," and "Federal Student Loan Department" that also
serve to confuse student borrowers. 45 3 The fact that many student
borrowers have little or no experience with loans in general further
exacerbates their confusion. 4 5 4 Therefore, under the court's reasoning
in Register.com, SLCCs that use names and logos in mailers that
evoke the federal government or the notion that time is of the essence
for the student borrower's decision to consolidate should be held liable
under § 43(a) of the Lanham Act. 45 5

The court in Register.com then discussed the sixth factor of the
test, the quality of services, and reasoned that the sixth factor favored
RCI.456 The court noted the two services RCI and Domain Registry

449. Compare Clark, supra note 293 (discussing the inexperience of student borrow-
ers coupled with SLCCs' use of misleading names and logos that resemble the names
and logos used by the Department of Education and the federal government), and
O'Brien, supra note 286 (discussing the confusion experienced by young student borrow-
ers), with Registercom, 2002 WL 31894625, at *11 (discussing that even Internet-savvy
domain name owners were confused by mailers including the name "Domain Registry of
America" and language pushing the owners to "renew" their domain names right away
at the risk of losing them).

450. See infra notes 451-54 and accompanying text.
451. Compare Palmer, supra note 287 (discussing SLCCs' use of language that as-

serts that its offer is time sensitive and therefore confusing for student borrowers), with
Registercom, 2002 WL 31894625, at *11 (discussing the alarmist language and Domain
Registry's use of "renew" that caused confusion for consumers).

452. Compare Palmer, supra note 287 (discussing SLCCs' use of language that
frightens student borrowers into consolidating or else the students run the risk of pay-
ing more for their student loans), with Register.com, 2002 WL 31894625, at *11 (dis-
cussing the alarmist language and Domain Registry's use of "renew" that caused
confusion for consumers).

453. Compare O'Brien, supra note 286 (discussing SLCCs' use of official sounding
trade names such as "Federal Student Loan Department"), and Palmer, supra note 287
(discussing SLCCs use of official-sounding trade names such as "Department of Student
Finance" and "Student Loan Department"), with Register.com, 2002 WL 31894625, at
*11 (discussing Domain Registry's use of the official-sounding name "Domain Registry
of America").

454. Compare Clark, supra note 293 (discussing student borrowers' general lack of
knowledge in the realm of loans in general), with Register.com, 2002 WL 31894625, at
*11 (discussing the sophistication of domain name holders and their likelihood to still be
confused by Domain Registry's mailers).

455. See supra notes 446-54 and accompanying text.
456. Register.com, 2002 WL 31894625, at *11.
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offered were different, stating that a customer would have found Do-
main Registry's services less appealing when the customer would have
lost his or her RCI email address and web page by switching to Do-
main Registry.4 5 7 Similarly, a student loan borrower would likely
find the services a SLCC provides less appealing when the student's
interest rates were higher than the federal government's rate or the
rate increased over time.4 58 Thus, the sixth factor analyzed in Regis-
ter.com should weigh against a SLCC because a customer's confusion
would likely lead to dissatisfaction with the SLCC's services. 4 59

The court in Register.com also ruled in favor of RCI on the sev-
enth factor, actual confusion. 460 RCI provided evidence that from Au-
gust 30, 2002, to September 30, 2002, Domain Registry had placed
1923 transfer requests, which amounted to twelve percent of all re-
quested transfers from RCI to other domain registering companies
and fifty-seven percent of requested transfers to Domain Registry's af-
filiate, e-Nom.4 6 1 The court stated these facts demonstrated actual
confusion, which was substantial proof that a likelihood of confusion
existed. 4 62 Similarly, a number of students have reported they are
confused by mailers from SLCCs that use trade names and logos re-
sembling those the federal government uses.4 6 3 In 2007, the Depart-
ment of Education Ombudsman has received over three hundred
complaints from students who were confused by consolidation forms,
one hundred of which specifically pointed to SLCCs using marketing
materials suggesting the materials were affiliated with the federal
government. 464 Further, a Consumers Union report stated its inter-
views with students displayed a widespread misunderstanding and
confusion regarding student loans in general. 46 5 Thus, applying the
reasoning the court in Register.com used, the seventh factor should

457. Id.
458. Compare id. at *11 (discussing the likelihood a consumer would find the two

services in question offered by RCI and Domain Registry to be different), with Chaker,
supra note 289 (discussing the differences between many SLCCs' interest rates and the
federal government's fixed interest rate in consolidation).

459. See supra notes 456-58 and accompanying text.
460. Register.com, 2002 WL 31894625, at *11.
461. Id. at *11 n.13.
462. Id.
463. Compare id. at *11 (discussing actual consumer confusion as strong evidence

that a likelihood of consumer confusion existed), with Clark, supra note 293 (discussing
the general confusion student borrowers have in the realm of student loans), and
Palmer, supra note 287 (discussing student loan borrowers' confusion over mailers from
SLCCs that use names and logos that resemble the federal government's names and
logos), and Pappano, supra note 291 (discussing student loan borrowers' confusion over
mailers from SLCCs that use names and logos that resemble the federal government's
names and logos).

464. Pappano, supra note 291; Palmer, supra note 287.
465. Clark, supra note 293.
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weigh against SLCCs using names and logos resembling those the fed-
eral government uses.4 6 6

The court in Register.com also ruled in favor of RCI on the eighth
factor, bad faith.4 6 7 The court opined the previous convictions of a
number of Domain Registry's owners and managers showed bad
faith.4 68 The court stated that evidence of a party's bad faith could
lose that party the benefit of the doubt in a likelihood of confusion
analysis.4 6 9 The court pointed to the similar charge against one of the
owners of Domain Registry, Daniel Klemann, and the related com-
pany, "Internet Registry of Canada," which also used direct mail solic-
itations for domain name registering that included that trade name, a
Canadian flag logo, and a format very similar to the one the Canadian
government used.4 70 Additionally, there were similar charges against
three other members of Domain Registry. 4 7 1 The evidence convinced
the court in Register.com that the confusing aspects of Domain Regis-
try's mail solicitations were not made with a good faith effort.4 7 2 Sim-
ilarly, New York Attorney General Andrew Cuomo's investigation into
SLCCs' business practices have uncovered a number of suspicious tac-
tics. 4 7 3 Attorney General Cuomo's investigation has uncovered reve-
nue-sharing agreements between SLCCs and universities, that SLCCs
offered universities and alumni groups incentives for preferential
placement on preferred-lender lists, and that SLCC employees have
worked at call centers and suggested their SLCCs' loans to students
when there may have been less expensive alternatives. 47 4 As a result
of his investigation, Attorney General Cuomo has secured settlements
with a number of large SLCCs, including Sallie Mae, JPMorgan
Chase, and Citibank, and twenty-five colleges. 4 75 Moreover, Attorney
General Cuomo has recently issued thirty-three subpoenas in his in-

466. See supra notes 460-65 and accompanying text.
467. Register.com, 2002 WL 31894625, at *12.
468. Id.
469. Id. (citing TCPIP Holding Co., Inc. v. Haar Commc'ns, Inc., 244 F.3d 88, 102

(2d Cir. 2001)).
470. Id.
471. Id.
472. Id.
473. Compare id. (discussing owners and managers of Domain Registry's previous

charges for misleading and confusing mail solicitations in a similar context in Canada),
with Kelly Field, The Selling of Student Loans, CHRON. HIGHER EDUC. (Wash., D.C.),
June 1, 2007, at A18 (discussing SLCC's unfair business practices uncovered by New
York Attorney General Andrew Cuomo's investigation of the student loan industry),
and Goral, supra note 283 (discussing SLCC's unfair business practices uncovered by
New York Attorney General Andrew Cuomo's investigation of the student loan
industry).

474. Field, supra note 473, at A18.
475. Gordon, supra note 283.
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vestigation of the suspect marketing practices of SLCCs. 476 Thus, us-
ing the court's reasoning in Register.com, the evidence of Attorney
General Cuomo's investigation displays the bad faith of SLCCs. 4 77

Therefore, the eighth factor used by the court in Register.com should
also disfavor SLCCs.4 78

Following the court's likelihood of confusion analysis in Regis-
ter.com, SLCCs that use trade names and logos that closely resemble
those the Department of Education uses should be held liable for false
designation of origin and false advertising under § 43(a) of the Lan-
ham Act.4 79

F. NBA PROPERTIES V. UNTERTANMENT RECORDS LLC: THE UNITED

STATES DISTRICT COURT FOR THE SOUTHERN DISTRICT OF NEW

YORK DISCUSSED LIKELIHOOD OF CONFUSION IN TERMS OF A

VARIATION ON AN ALREADY FAMOUS TRADE LOGO

The United States District Court for the Southern District of New
York's holding in NBA Properties, Inc. v. Untertainment Records
LLC4 80 also reinforces the assessment that SLCCs that use logos that
closely resemble those of the Department of Education should be held
liable under § 43(a) of the Lanham Act.4 8 1 In NBA Properties, the
court examined trademark infringement under § 43(a) of the Lanham
Act in the context of Untertainment Records LLC's ("Untertainment")
use of a modified version of NBA Properties' ("NBA") federally regis-
tered logo. 48 2 The court held the defendant Untertainment's use of
the trademark in question constituted false advertising under § 43(a),
using the same factors the court in Register.com employed. 48 3 The
court ruled in favor of NBA on five of the eight factors and granted
NBA's request for a preliminary injunction and to cease all future use
of the mark in question.4 s4

In NBA Properties, NBA's claim arose from Untertainment's al-
teration of the NBA logo, a silhouetted basketball player dribbling a
basketball.48 5 The alteration added a gun to the player's hand and

476. O'Brien, supra note 286.
477. See supra notes 467-76 and accompanying text.
478. See supra notes 467-76 and accompanying text.
479. See supra notes 422-76 and accompanying text.
480. No. 99-293, 1999 WL 335147 (S.D.N.Y. May 26, 1999).
481. See infra notes 482-525 and accompanying text.
482. NBA Props. v. Untertainment Records LLC, No. 99-293, 1999 WL 335147, at

*1, *2 (S.D.N.Y. May 26, 1999).
483. Compare NBA Props., 1999 WL 335147, at *9-*11 (discussing the eight factors

used in the Second Circuit to determine the likelihood of confusion for potential consum-
ers), with Register.com, 2002 WL 31894625, at *9 (discussing the eight factors used in
the Second Circuit to determine the likelihood of confusion for a consumer).

484. NBA Props., 1999 WL 335147, at *1, *9-*11.
485. Id. at *1.
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the words "SDE SPORTS, DRUGS, & ENTERTAINMENT" alongside
the image.48 6 The NBA logo was federally registered with the United
States Patent and Trademark Office at the time of suit.48 7 Untertain-
ment used the logo to promote rapper Cam'Ron's album in magazines
and on a large billboard in New York City. 48 8

The court stated that to succeed on a false advertising claim
under § 43(a), NBA was required to show the mark was entitled to
protection and that Untertainment's use of the mark was likely to
cause confusion to the general consuming public. 48 9 First, the court
noted the validity of the mark was uncontested. 490 Then, the court
considered the issue of whether Untertainment's altered mark was
likely to cause confusion in the mind of consumers. 49 1

Following the likelihood of confusion analysis in NBA Properties,
SLCCs that use a logo similar to that of the federal government
should be liable for false advertising under § 43(a) of the Lanham
Act.4 9 2 The court in NBA Properties first discussed the first prong of
the test, the strength of the plaintiffs mark.4 93 The court stated the
strength of a mark measures "its tendency to identify the goods sold
under the mark as emanating from a particular . . . source."49 4 The
court determined the NBA logo was strongly identified with the NBA
because of its extensive use in media and billions of dollars the NBA
collected in revenue from merchandise. 4 9 5 Similarly, the strength of
federal government logos is supported by the public's general knowl-
edge of symbols like the eagle and its affiliation with the federal gov-
ernment, as evidenced by the widespread consumer confusion relating
to SLCCs' use of logos that closely resemble the logos used by the De-
partment of Education and the federal government. 49 6 Thus, the first

486. Id.
487. Id. at *2.
488. Id.
489. Id. at *9.
490. Id.
491. Id.
492. See infra notes 493-525 and accompanying text.
493. NBA Props., 1999 WL 335147, at *9.
494. Id. (quoting Hasbro, Inc. v. Lanard Toys, Ltd., 858 F.2d 70, 73 (2d Cir. 1998)).
495. NBA Props., 1999 WL 335147, at *9.
496. Compare NBA Props., 1999 WL 335147, at *9 (discussing the strength of the

NBA's logo as evidenced by the NBA's popularity and financial success), with Palmer,
supra note 287 (discussing the confusion of student loan borrowers that receive mail
solicitations from SLCCs that use logos that are similar to logos used by the U.S. gov-
ernment, as evidenced by the roughly 100 complaints received by the Department of
Education's Federal Student Aid Ombudsman and first year law student Jessica Coul-
ter's confusion pertaining to SLCCs' mail solicitations), and Pappano, supra note 291
(discussing confusion of student loan borrowers stemming from SLCCs that use logos
similar to the logos of the U.S. federal government, as evidenced by the roughly 100
complaints received by the Department of Education's Federal Student Aid
Ombudsman and University of Idaho student Elaine Ruscilli's confusion pertaining to
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factor analyzed in NBA Properties should weigh against SLCCs that
use names and logos similar to the names and logos the federal gov-
ernment uses.4 97

The court in NBA Properties next discussed the second prong of
the test, the "general impression conveyed to the purchasing public by
the respective marks."4 98 The court in NBA Properties reasoned that
the lack of any aspect of Untertainment's rendering of the NBA logo
that dispelled the notion that the NBA was connected to the advertise-
ment caused a likelihood of confusion for consumers. 4 99 Similarly,
SLCCs' renderings of logos that resemble those of the federal govern-
ment also do not include any indication that the SLCCs are not in
some way affiliated with the federal government. 50 0 The logo Un-
tertainment used was exactly the same as the NBA logo save the in-
clusion of the handgun, just as there are only slight variations in some
of the logos SLCCs use that closely mirror the circle within a circle
insignia of the Department of Education and the eagle logo the federal
government uses.50 1 For example, the mailer from Collegiate Fund-
ing Services was comprised of a book and leaves within two circles,
whereas the Department of Education's insignia is comprised of a tree
within two circles. 50 2 Additionally, mailers from Class One Associates
and American Student Loans Services stamped their mail solicita-
tions with an eagle insignia.50 3 Thus, applying the reasoning of the
court in NBA Properties, the second prong of the test should weigh
against a SLCC that uses similar names and logos the federal govern-
ment uses. 50 4

The court in NBA Properties next considered the third and fourth
factors, competitive proximity of the products in question and the de-

logos and names used on SLCCs' documents that suggested an affiliation with the fed-
eral government).

497. See supra notes 493-96 and accompanying text.
498. NBA Props., 1999 WL 335147, at *10 (quoting Hasbro, 858 F.2d at 77).
499. Id.
500. Compare id. (discussing Untertainment's failure to dispel any doubt in the pub-

lic's mind that their rendering of the NBA logo had any actual connection with the
NBA), with O'Brien, supra note 286 (stating that SLCCs intentionally use names and
logos that suggest they are affiliated with the Department of Education or federal gov-
ernment), and Palmer, supra note 287 (discussing the confusion experienced by student
borrowers surrounding SLCCs' use of names and logos that suggest they are affiliated
with the federal government).

501. Compare NBA Props., 1999 WL 335147, at *10 (discussing Untertainment's
failure to dispel any doubt in the public's mind that their rendering of the NBA logo had
any actual connection with the NBA), with O'Brien, supra note 286 (discussing the logos
used by SLCCs that closely resemble logos used by the federal government), and
Palmer, supra note 287 (discussing the logos used by SLCCs that closely resemble logos
used by the federal government).

502. Palmer, supra note 287; Pappano, supra note 291.
503. O'Brien, supra note 286; Palmer, supra note 287.
504. See supra notes 498-503 and accompanying text.
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fendant's ability to bridge the gap between the markets, and ruled in
favor of NBA.5 05 The court stated that to analyze proximity, the court
should consider "whether the products differ in content, geographic
distribution, market position, and audience appeal."50 6 The court de-
termined that both NBA and Untertainment advertised in the same
magazines, which was evidence of competitive proximity and an abil-
ity to bridge the gap between products. 50 7 Similarly, SLCCs advertise
their services for loan consolidation in the same way as the federal
government, via the mail.50 8 Therefore, applying the analysis the
court used in NBA Properties, the third and fourth prongs of the test
should weigh against SLCCs that use similar names and logos the fed-
eral government uses. 50 9

The fifth factor of the likelihood of confusion test also weighs
against SLCCs.5 10 Concerning the fifth factor of the test, actual evi-
dence of consumer confusion, the court in NBA Properties found that
this factor favored neither NBA nor Untertainment because there was
only actual evidence of confusion from the banner and not from any of
the magazine advertisements. 5 1 1 Conversely, there is substantial evi-
dence of actual confusion by student loan borrowers stemming from
SLCCs' use of logos that resemble those the Department of Education
and the federal government use.5 1 2 Examples of students expressing
their confusion about SLCCs' mailers and whether the mailers came
from the federal government demonstrate the students' confusion. 5 13

In 2007, the Department of Education Ombudsman received over

505. NBA Props., 1999 WL 335147, at *10.
506. Id.
507. Id.
508. Compare id. (discussing the factors of proximity and bridging of the gap be-

tween the markets of sports and entertainment as favoring NBA on the third and fourth
prongs of the test), with O'Brien, supra note 286 (discussing how SLCCs and the federal
government both advertise to student loan borrowers through the mail), and Palmer,
supra note 287 (discussing how SLCCs and the federal government both advertise to
student loan borrowers through the mail), and Pappano, supra note 291 (discussing how
SLCCs and the federal government both advertise to student loan borrowers through
the mail).

509. See supra notes 505-08 and accompanying text.
510. See infra notes 511-15 and accompanying text.
511. NBA Props., 1999 WL 335147, at *10.
512. Compare id. (discussing the lack of actual evidence of consumer confusion

about Untertainment's alteration of the NBA's logo), with Clark, supra note 293
(describing actual incidents of student loan borrower's confusion about logos used by
SLCCs that closely resemble the federal government), and Palmer, supra note 287 (dis-
cussing actual evidence of student loan borrower's confusion about SLCCs' mailers con-
taining logos that closely resemble logos used by the federal government), and Pappano,
supra note 291 (discussing actual evidence of student loan borrower's confusion about
SLCCs' mailers containing logos that closely resemble logos used by the federal
government).

513. Palmer, supra note 287; Pappano, supra note 291.
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three hundred complaints from students who were confused by consol-
idation forms, one hundred of which specifically pointed to SLCCs us-
ing marketing materials suggesting they were affiliated with the
federal government. 5 14 Further, a report by Consumers Union, a New
York-based nonprofit organization, stated its interviews with students
displayed a widespread misunderstanding and confusion regarding
student loans in general. 5 15 Therefore, the evidence of actual confu-
sion disfavors SLCCs in an analysis of the fifth factor of the test for
likelihood of confusion. 5 16

Although the court in NBA Properties reasoned that the last two
prongs of the likelihood of confusion test favored the defendant Un-
tertainment, the last two prongs should weigh against the SLCCs.5 1 7

The court in NBA Properties concluded that the final two factors, bad
faith and whether the defendant's product was of inferior quality, fa-
vored Untertainment.5 1s First, the court noted Untertainment had
not exhibited bad faith in their rendering of NBA's logo, even though
Untertainment was aware of the NBA logo.5 19 The court stated that
Untertainment's previous knowledge of NBA's mark was not enough
to prove Untertainment acted in bad faith by trying to capitalize on
NBA's mark.5 20 Conversely, the evidence New York Attorney General
Andrew Cuomo culled demonstrates SLCCs' unfair business practices
and bad faith.52 1 Specifically, Attorney General Cuomo's findings
that SLCCs used university logos on their mail solicitations that per-
suaded students to believe the SLCCs were affiliated with the stu-
dents' university displays that SLCCs were aware of the
persuasiveness of familiar marks on their mailers in the minds of con-
sumers. 5 2 2 Accordingly, this constitutes evidence that SLCCs meant
to capitalize on logos that resembled those the federal government
uses on their mail solicitations.52 3 Next, the court in NBA Properties
found that there was no evidence Untertainment would hurt NBA's

514. Palmer, supra note 287; Pappano, supra note 291.
515. Clark, supra note 293.
516. See supra notes 511-16 and accompanying text.
517. See infra notes 518-25 and accompanying text.
518. NBA Props., 1999 WL 335147, at *10, *11.
519. Id. at *10.
520. Id.
521. Compare id. (discussing how Untertainment's business practices did not show

bad faith), with Field, supra note 473, at A18 (discussing SLCC's unfair business prac-
tices uncovered by New York Attorney General Andrew Cuomo's investigation of the
student loan industry).

522. Compare NBA Props., 1999 WL 335147, at *10 (discussing how Untertain-
ment's business practices did not show bad faith), with Gormley, supra note 285 (dis-
cussing Attorney General Cuomo's investigation of SLCCs' use of university logos on
marketing solicitations as an unfair business practice).

523. See supra notes 518-22 and accompanying text.
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reputation because Untertainment's product was of inferior qual-
ity.5 2 4 Contrarily, a SLCC's product is inferior because of higher in-
terest rates that may increase more and more as time goes by, costing
the student loan borrower more money than consolidating with the
federal government. 52 5 Therefore, following the court's reasoning in
NBA Properties, these three factors weigh against the SLCCs in a like-
lihood of confusion analysis. 52 6

Considering these factors, SLCCs that use logos that closely re-
semble the federal government's logos demonstrate a distinct likeli-
hood of confusion for consumers. 52 7 Thus, an SLCC that uses names
and logos that resemble names and logos the Department of Educa-
tion and federal government use should be liable for trademark in-
fringement under § 43(a) of the Lanham Act. 5 28

G. AN AMENDMENT TO THE HIGHER EDUCATION ACT WOULD HELP

ALLEVIATE CONSUMER CONFUSION ABOUT SLCCS' AFFILIATION

WITH THE FEDERAL GOVERNMENT

Courts are split on whether individuals have standing to sue for
false advertising under § 43(a) of the Lanham Act.5 29 Although the
plain meaning of § 43(a) of the Lanham Act seems to give standing to
"any person who believes that he or she is likely to be damaged," five
federal circuit courts have held that consumers do not have standing
to sue under § 43(a). 5 30 The Lanham Act defines the term "person" as
a "natural person" or corporation or organization capable of bringing
an action in a court of law. 53 1 However, five federal circuits have held
that only business competitors have standing to sue under § 43(a).5 32

Specifically, the Second Circuit stated its main reason for this conclu-
sion was that if consumers had standing, federal courts would be
flooded with claims and further noted that Congress was silent on this
subject in the bill's legislative history.5 3 3 Conversely, there was lan-
guage in the legislative history that stated consumers had standing
under § 43(a) while the bill was in committee, though the language

524. NBA Props., 1999 WL 335147, at *11.
525. Compare NBA Props., 1999 WL 335147, at *11 (discussing how Untertain-

ment's product could not be shown to be inferior to NBA's product), with Chaker, supra
note 289 (discussing the differences between many SLCCs' interest rates and the fed-
eral government's fixed interest rate in consolidation).

526. See supra notes 518-25 and accompanying text.
527. See supra notes 482-525 and accompanying text.
528. See supra notes 482-525 and accompanying text.
529. See infra notes 530-35 and accompanying text.
530. 5 J. THOMAS MCCARTHY, MCCARTHY ON TRADEMARKS AND UNFAIR COMPETITION

§ 27:39 (4th ed. 2008).
531. 15 U.S.C. § 1127 (2000).
532. McCARTHY, supra note 530, § 27:39.
533. Id.
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was later removed in a House-Senate Committee. 534 Further, the leg-
islative history of the bill clearly stated the genesis of the bill was good
faith and to protect the public consumer.535 Though there is evidence
and case law supporting a consumer's right to protection under § 43(a)
of the Lanham Act, it is not clear whether a student misled and dam-
aged by an SLCC's use of trade names and logos similar to those trade
names and logos the federal government uses could bring suit against
an SLCC under § 43(a) of the Lanham Act.53 6

Thus, this Note advocates an amendment to the Higher Educa-
tion Act 5 37 that would guarantee students a cause of action against
SLCCs for false advertising under federal law and clarify Congress'
intent to prohibit this type of SLCC advertising.538 The Higher Edu-
cation Act was passed to offer financial assistance to students pursu-
ing post-secondary and graduate degrees. 539 Section 43(a) of the
Lanham Act was instituted to protect consumers from buying prod-
ucts consumers did not intend to buy due to false advertising.540

Therefore, considering the underlying goals of each law, it is appropri-
ate to amend the Higher Education Act to include protective language
similar to the language used in the Lanham Act that protects consum-
ers from falling prey to false advertising.541 Based on the language of
§ 43(a) of the Lanham Act, the amendment should read:

(a) Private Student Loan Consolidation Advertising
(1) Any company who, on or in connection with its loan or

lending services, uses in interstate commerce any
word, term, name, or symbol, or any combination
thereof, or any false designation of origin, false or mis-
leading description of fact, or false or misleading rep-
resentation of fact, which-
(A) is likely to cause confusion, or to cause mistake, or

to deceive as to the affiliation, connection, or asso-
ciation of such private student loan consolidation
company with the federal government, or

(B) in commercial advertising or promotion, misrep-
resents the origin, sponsorship, or approval of the
company's services or commercial activities with
the federal government,

shall be held liable in a civil action by any individual person,
including student borrowers or parents of student borrowers,

534. Id.
535. S. REP. No. 79-1333, at 3.
536. See supra notes 530-35 and accompanying text.
537. 20 U.S.C. § 1071.
538. See infra notes 539-45 and accompanying text.
539. S. REP. No. 89-673 (1965), as reprinted in 1965 U.S.C.C.A.N. 4027, 4027-28.
540. S. REP. No. 79-1333, at 3.
541. See infra notes 542-45 and accompanying text.
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who believes that he or she is or is likely to be damaged by
such act.54 2

This statutory amendment would prohibit SLCCs from using
trade names and logos that confuse student loan borrowers, because
the trade names and logos in question are similar to the trade names
and logos the Department of Education and federal government
use.5 4 3 Furthermore, the amended language would guarantee stu-
dents a cause of action against SLCCs under federal law.5 44 Moreo-
ver, this amendment would further Attorney General Cuomo's new
code of conduct in the student lending industry.54 5

CONCLUSION

Student loan consolidation companies ("SLCCs") that use trade
names and logos that closely resemble those of the federal government
should be held liable for trademark infringement under § 43(a) of the
Lanham Act. 5 46 SLCCs that use trade names and logos in their mail
solicitations that closely resemble those of the United States Depart-
ment of Education and the federal government in general are likely to
confuse student borrowers with little or no experience with loan con-
solidation or debt. 54 7 This confusion stems from SLCCs' aggressive
marketing campaigns that include names and logos that suggest the
SLCCs are affiliated with the federal government. 5 48 Students should
be protected from this brand of aggressive advertising because SLCCs
will often lock student loans in at a higher interest rate than the fed-
eral government, which affects students' credit history and makes stu-
dent loans more difficult to pay off.

The Lanham Trademark Act of 1946 was enacted to ensure con-
sumers purchased the products they intended to buy on the influence
of its trademark and to protect the owners of trademarks from the
misappropriation of their marks by outside entities attempting to ben-

542. Compare 20 U.S.C. § 1071 (omitting language that prohibits student loan con-
solidation companies from using trade names or symbols that closely resemble any
trade names or symbols of the Department of Education or the U.S. federal government
that suggest an affiliation of the SLCC with the Department of Education or the federal
government), with 15 U.S.C. § 1125(a) (prohibiting any person or business from using in
commerce any trade name or symbol that is likely to confuse potential customers about
a product's affiliation or origin).

543. See supra notes 530-42 and accompanying text.
544. See supra notes 530-42 and accompanying text.
545. See Student Loan Probe Expands to Marketers, L.A. TIMEs, Oct. 12, 2007, at 4

("At least 12 lenders and 26 schools this year have agreed with [Attorney General
Cuomo's] office to abide by a new code of conduct governing student conduct.").

546. See supra notes 280-545 and accompanying text.
547. See supra notes 280-545 and accompanying text.
548. See supra notes 280-545 and accompanying text.
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efit from the original owner's mark.54 9 Section 43(a) of the Lanham
Trademark Act protects consumers against the use of any trademark,
symbol, name, or combination thereof that is likely to cause confusion
among consumers as to the affiliation or services of the owner of the
mark.

5 50

Through a study of analogous cases such as Two Pesos, Inc. v.
Taco Cabana, Inc.,551 Midway Manufacturing Co. v. Dirk-
schneider,55 2 Register.com, Inc. v. Domain Registry of America,
Inc.,553 and NBA Properties, Inc. v. Untertainment Records, LLC,5 54

the marks and names the United States Department of Education and
the federal government use have acquired secondary meaning in the
minds of the general consumer. 55 5 Further, a comparison of SLCCs'
use of names and logos that resemble those of the federal government
clearly shows that SLCCs' mail solicitations are likely to cause confu-
sion as to the affiliation of the mailers in the minds of student
borrowers.556

Congress should enact an amendment to the Higher Education
Act that prohibits this type of false advertising by SLCCs to ensure
that students are not coerced into consolidating their student loans at
higher interest rates than necessary. A provision that follows the pa-
rameters set by § 43(a) of the Lanham Act would alleviate student
borrowers' confusion based on the mailers and allow for fairer compe-
tition in the industry as a whole. This amendment would also serve to
guarantee students a cause of action under federal law, clarify Con-
gress' intent to prohibit SLCCs from this type of advertising, and
serve as a notification to SLCCs that this behavior will not stand.

Considering the increasing number of students attending college
over the past few decades and competitiveness in the job market that
hinges on post-secondary education, the federal government has an
obligation to provide an opportunity for each young adult to be able to
afford college. But the government's obligation does not stop there.
The government owes a duty to students who pursue their futures
through a college education by policing the student loan industry and
protecting them and their families from the unfair business practices

549. Sen. Christopher J. Dodd Holds a Hearing on Private Student Lending, Before
S. Comm. on Banking, Housing and Urban Affairs, 110th Cong. (2007) (statement of
Sen. Christopher J. Dodd, Chairman, S. Comm. on Banking, Housing, and Urban
Affairs).

550. 15 U.S.C. §1125(a) (2000).
551. 505 U.S. 763 (1992).
552. 543 F. Supp. 466 (D. Neb. 1981).
553. No. 02-6915, 2002 WL 31894625 (S.D.N.Y. Dec. 27, 2002).
554. No. 99-2933, 1999 WL 335147 (S.D.N.Y. May 26, 1999).
555. See supra notes 280-545 and accompanying text.
556. See supra notes 280-545 and accompanying text.
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and false advertising perpetrated by SLCCs posing as arms of the fed-
eral government. That way, the United States will not only be able to
reinforce the importance of a college education, but will be able to do
so by protecting those who chase after one from companies looking to
take advantage of their inexperience. If private student loans are the
Wild West of the student loan industry, then Congress must act as a
sheriff to make the industry safer for those who choose to pursue their
future by furthering their academic careers to the next frontier.

Joseph A. Larson - '09
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