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US Customs’
enforcement of IP
rights on the rise
Damon V. Pike and Cylinda Parga
The Pike Law Firm, P.C., Atlanta

When much of a product’s value is in its IP, firms must seek
enforcement of their IP rights

For tax executives busily engaged in transfer
pricing compliance and planning, one area of
constant focus centres on the issue of intan-

gibles. While payments for intangibles between re-
lated parties can cover many kinds of intellectual
property (‘‘IP’’) and services, the most traditional
kinds of IP are patents, trademarks, and copyrights.
Often payments for these kinds of IP involve third par-
ties and other non-related entities. Although tax ex-
ecutives are keen on ‘‘parking’’ these payments in low-
tax jurisdictions, they often overlook the possible
need to report these payments to customs authorities
when these payments relate to imported merchandise
covered by, e.g., a license or royalty agreement.1

However, a related issue has taken on new impor-
tance in 2010. US Customs and Border Protection
(‘‘Customs’’) has identified the enforcement of intel-
lectual property rights (‘‘IPR’’) as one of the agency’s
top priorities for the foreseeable future. In essence,
imported counterfeit goods bearing illegal
trademarks/copyrights and infringing on patents held
by others are flooding the US market, resulting in a
surge of seizures and other actions by Customs’ Of-
fices of Fines, Penalties & Forfeitures throughout the
United States. To prevent the importation of these il-
legally imported goods in the first instance, Customs
is taking new steps to try and prevent these goods
from entering the commerce of the United States.

Customs effectuates IPR enforcement through the
co-ordination of multiple offices, including the Office
of International Trade, the Office of Field Operations,
the Office of Information and Technology, and the
Office of International Affairs and Trade Relations.
IPR enforcement is such a high priority that Customs
has formed an intra-agency ‘‘Working Group’’ to inter-
nally co-ordinate IPR enforcement efforts among all
of the involved Customs offices and officials.

In addition to its internal efforts, Customs has also
engaged in targeted outreach to members of the trade
community to assist its efforts at IPR enforcement.
Customs offers education programmes to inform IP
rights owners about their rights and recourses under
Federal IP laws. Where possible and appropriate, Cus-
toms also endeavours to share information regarding
suspected instances of IPR infringement with rights
holders. Additionally, Customs has developed the In-
tellectual Property Rights e-Recordation system. This
system allows rights owners to electronically record
their trademarks and copyrights with Customs, which
in turn facilitates IPR seizures by making IPR recor-
dation information readily available to Customs offi-
cials.

l. Summary of 2009 seizure statistics

Customs’ increased focus on IPR enforcement has re-
sulted in a dramatic increase in the number IPR-
related seizures over the past few years – 2005 saw
8,022 such seizures, while that number nearly
doubled to 14,841 in 2009. The total domestic value of
IPR seizures from 2009 was US$260,697,937.00. Ship-
ments from China comprised the vast majority of this
value, totalling US$204.7 million, or 79 percent of the
total value. Seized shipments from Hong Kong were a
distant second, totalling US$26.8 million in value, and
shipments from India came in third, totalling US$3
million in domestic value.

Footwear was by far the item most frequently seized
by Customs for IPR violations, and accounted for
US$99.7 million (or 38 percent) of the total value of
infringing goods. Chinese shipments accounted for 98
percent of the seized footwear shipments, by value.
The next two top categories of seized merchandise
were consumer electronics (US$31.7 million) and
handbags, wallets, and backpacks (US$21.5M).
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ll. IPR rights enforced by customs

There are three broad categories of intellectual prop-
erty rights that Customs monitors for possible IPR in-
fringement: trademarks, copyrights, and patents. The
following provides a brief overview of the monitoring
and enforcement mechanisms in place for each IP cat-
egory.

A. Trademarks

In principle, Customs provides infringement protec-
tion to any trademark that a mark owner has regis-
tered with the United States Patent and Trademark
Office (‘‘USPTO’’). As a practical matter, however, Cus-
toms generally only enforces infringement against
trademarks which have also been officially recorded
with Customs via the e-Recordation system. Thus,
trademark holders wishing to protect their intellec-
tual property must first register a trademark with the
USPTO’s principal register, and must then use the
e-Recordation system to record the mark with Cus-
toms. The e-Recordation system2 gathers the informa-
tion that 19 C.F.R. Section 133.2 requires for
trademark recordation, such as:
s the name, address, and citizenship of the mark

holder;
s the manufacturing locations of legitimate goods

bearing the trademark;
s the names and addresses of all persons and compa-

nies authorised to use the trademark; and
s information about any related foreign companies

that are authorised to use the trademark outside of
the United States.
In addition to providing the requested information,

recording mark owners must also pay an application
fee, currently set at US$190.

Once a trademark owner has recorded a trademark
with Customs, the mark will become part of the data-
base Customs uses to examine shipments of goods
bearing trademarks for IPR infringements. When
Customs examines such shipments, it looks for IPR
infringements that fall into one of three categories:
1. counterfeit trademarks,
2. confusingly similar trademarks, and
3. restricted grey market goods.

1. Counterfeit trademarks

Counterfeit marks are marks that are identical or sub-
stantially indistinguishable from a trademark regis-
tered with the USPTO. Goods bearing marks that are
counterfeit reproductions of recorded trademarks are
prohibited from entry into the United States, and as
such are subject to seizure by Customs upon importa-
tion, pursuant to 19 C.F.R. Section 133.21. In general,
Customs will destroy seized goods bearing counterfeit
marks, unless the importer can obtain permission
from the trademark owner to import the merchandise
into the United States. Importers who attempt to
bring goods bearing counterfeit marks into the coun-
try are subject to severe civil penalties and possible
criminal charges under a variety of Federal statutes
and regulations.3

One recent case decided by the US Court of Appeals
for the 9th Circuit addressed an interesting issue re-
garding Customs’ ability to impose civil penalties on

an importer of goods bearing counterfeit trademarks.
In United States v. Able Time, Inc., 545 F.3d 824 (9th
Cir. 2008), the court addressed the issue of whether
the Tariff Act permits the imposition of a civil penalty
against an importer who imports merchandise bear-
ing a counterfeit trademark, when the counterfeit
mark is placed on goods of a kind not sold by the true
mark owner. The facts at issue in Able Time dealt with
Able Time’s importation of watches bearing counter-
feit trademarks owned by Tommy Hilfiger. At the time
the watches were imported, Tommy Hilfiger did not
itself produce watches with its distinctive ‘‘TOMMY’’
trademark. The importer used this fact to argue that it
was immune from civil penalties because the counter-
feit goods did not share an ‘‘identity of goods or ser-
vices’’ with genuine Tommy Hilfiger products.
Customs argued that the Tariff Act did not impose an
‘‘identity of goods’’ requirement on the imposition of
civil penalties, and that it was therefore irrelevant to
the penalty issue that Tommy Hilfiger did not sell
watches branded with its trademark.

In deciding the case, the court examined the lan-
guage of the applicable sections of the Tariff Act: 19
U.S.C. Section 1526(a) (which prohibits the importa-
tion of trademarked merchandise without the permis-
sion of the mark’s owner); 19 U.S.C. Section 1526(e)
(which authorises Customs to seize an imported mer-
chandise bearing a counterfeit mark); and 19 U.S.C.
Section 1526(f) (which authorises Customs to impose
civil penalties upon the importer of goods seized for
bearing counterfeit trademarks.) The court noted that
none of the above provisions of the Tariff Act explicitly
require that the owner of the trademark make prod-
ucts similar or identical to the counterfeit goods in
order for the provisions to apply. The court likewise
noted that similar provisions of the Trademark Act of
1946 (known as the Lanham Act) which are incorpo-
rated into the Tariff Act also contain no ‘‘identity of
goods’’ requirement. The court, examining the statute
provisions, concluded that all the civil penalty provi-
sion requires is that the counterfeit merchandise must

‘‘bear a mark identical to or substantially indistin-
guishable from a registered trademark owned by a
United States citizen or corporation, where the of-
fending merchandise copies or simulates the regis-
tered trademark, meaning that it is likely to cause the
public to associate the offending merchandise with
the registered trademark . . . .’’4

The court concluded by stating that

‘‘[n]owhere does this statutory scheme require the
owner of the registered mark to make the same goods
as those bearing the offending mark.’’5

Based upon this analysis of the plain language of
the statutes, the court dismissed Able Time’s argu-
ments that the legislative history of the Tariff Act sup-
ported its claim that civil penalties were prohibited in
cases where the counterfeit merchandise was of a dif-
ferent class or kind than genuine merchandise. The
court therefore held that ‘‘Customs may impose a civil
penalty pursuant to 19 U.S.C. Section 1526(f) upon an
importer of merchandise bearing a counterfeit mark,
even though the owner of the registered mark does not
manufacture the same type of merchandise.’’
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2. Confusingly similar trademarks

A mark that does not meet the ‘‘identical or substan-
tially indistinguishable’’ legal standard for ‘‘counter-
feit’’ may still infringe upon a trademark owner’s IPR
if the mark is ‘‘confusingly similar’’ to a recorded
trademark. In determining whether a mark is ‘‘confus-
ingly similar’’ to a recorded mark, the legal standard is
whether the mark copies or simulates a recorded
mark to an extent that it is likely to confuse consum-
ers about the source or sponsorship of the goods bear-
ing the mark. Upon discovering merchandise bearing
confusingly similar marks, Customs will detain the
goods and give the importer 30 days to address the
situation by obtaining permission from the mark
owner to bring the goods into the country. If the im-
porter does not remedy the situation within the 30-
day window, Customs will seize the merchandise and
begin forfeiture proceedings.

3. Grey market goods

The final possible category of IPR trademark infringe-
ments enforced by Customs is ‘‘grey market’’ goods.
Grey market goods are goods that actually bear genu-
ine and not counterfeit trademarks. What makes them
‘‘grey market’’ is the fact that the mark owner has only
approved the goods for sale in countries other than
the United States. In other words, the importer of grey
market goods has not obtained the permission of the
US trademark owner to import and sell the goods
within the United States, but has obtained permission
to sell the goods in other countries.

Customs’ ability to take action against the importa-
tion of grey market goods is more limited than against
the importation of counterfeit or confusingly similar
trademarks. Pursuant to 19 C.F.R. Section 133.23,
Customs can only extend protection against grey
market goods to recorded trademarks, and only in in-
stances where the US and foreign trademarks are
separate entities that are not related parties, i.e.,
parent/subsidiary or controlled by common owner-
ship. Grey market goods that meet these requirements
are subject to detention and seizure proceedings simi-
lar to those related above for goods bearing counter-
feit trademarks.

B. Copyrights

Federal statutes and regulations vest Customs with
the authority to detain and seize any goods that in-
fringe on copyrights registered with the United States
Copyright Office. As with trademarks, this protection
theoretically applies to all registered copyrighted
works, but as a practical matter Customs only en-
forces infringement of copyrights that have been re-
corded with Customs. Copyright owners can record
their copyrights with Customs using the same
e-Recordation system that records trademarks. As
with trademarks, the e-Recordation requires the right
holder to provide the information that 19 C.F.R. Sec-
tion 133.33 requires for the proper recording of a
copyright, such as:
s the name, address, and citizenship of the copyright

holder;

s the manufacturing locations of genuine copies of
the copyrighted work;

s the names and addresses of all persons and compa-
nies authorised to make legitimate copies of the
copyrighted work;

s foreign titles of the copyright, if different from the
U.S title;

s an additional certificate of copyright registration
issued by the US Copyright Office; 6

s five photographic or other likenesses reproduced on
paper of the copyrighted work, unless the work is
either a sound recording or a book, magazine, peri-
odical, or something similar that is readily identifi-
able by its title and author; and

s for recording of sound recordings, a statement con-
taining the names of all performing artists and any
other identifying names appearing copies of the re-
cording
In addition to providing the requested information,

recording copyright owners must also pay an applica-
tion fee, currently set at the same US$190 as that for
recording a trademark.

Once a copyright owner has recorded a copyright
with Customs, Customs will attempt to stop goods
that infringe upon the copyright from entering the
country. A good infringes upon a copyright if an aver-
age lay observer would recognise that an alleged copy
was appropriated from a copyrighted work. Goods de-
tained by Customs for possible copyright infringe-
ment fall into one of two categories: clearly piratical
and possibly piratical. The Customs regulations define
‘‘piratical’’ as copies (of copyrighted works) which are
unlawfully made, i.e., without the authorisation of the
copyright owner.

Unauthorised copies of copyrighted works are
clearly piratical when there is an overwhelming and
substantial similarity between the protected work and
the suspect work that clearly indicates that one work
was based upon the other. Works that meet the clearly
piratical standard are subject to seizure and forfeiture
pursuant to 19 C.F.R. Section 133.42. If an imported
item is not clearly piratical but Customs has a reason-
able suspicion that it violates a recorded copyright,
Customs may detain the goods as ‘‘possibly’’ piratical,
pursuant to 19 C.F.R. Section 133.43. Upon such a de-
tention the importer has 30 days to submit a denial
that the goods are piratical, which Customs in turn
will verify with the recorded copyright owner. If the
importer does not submit a denial within 30 days, the
Customs will seize the goods and begin forfeiture pro-
ceedings.

C. Patents

Due to the complex technical nature of most US pat-
ents, it is generally impossible to readily identify pat-
ents on sight, unlike trademarks or copyrights. Thus,
Customs’ enforcement of patent infringements is very
limited, and it does not inspect shipments for possible
patent violations to the same degree as it does for
trademarks and copyrights. Further, patent holders
are not able to record patents with Customs, even
though patents are registered with the USPTO.

Thus, Customs’ enforcement of patent infringe-
ments is limited to enforcing exclusion orders issued
by the US International Trade Commission (‘‘USITC’’)
pursuant to Section 337 of the Tariff Act of 1930 (19
U.S.C. Section 1337). Section 337 is a broad statute in-
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tended to provide relief to US industries that have es-
tablished the existence of harmful and unfair trade
practices that involve imported goods. Upon finding
such unfair trade practices, one remedy available to
the USITC is the issuance of an exclusion order. These
orders help to remedy unfair trade practices by ex-
cluding the offending goods from entry into the
United States. Patent infringement is one reason that
the USITC may issue such an exclusion order. These
exclusion orders are then enforced by Customs. Note
that this process is much more burdensome to the
right holder, as it requires a patent holder to obtain an
exclusion order from the USITC before obtaining Cus-
toms’ assistance with the enforcement its patent
rights.

However, a recent ruling by Customs Headquarters
demonstrates how Customs is becoming more ac-
tively involved in determining whether products fall
within the ‘‘scope’’ of the USITC’s exclusion orders.
HQ H067500 (August 5, 2009) shows that it is possible
for an importer to challenge the scope of an exclusion
order in order to prevent its goods from being seized
at the border by Customs for patent infringement
under section 337 of the Tariff Act.

The ruling concerned an exclusion order issued by
the USITC which found that a large number of digital
televisions produced and imported by various manu-
facturers contained semiconductor chips which in-
fringed on a patent owned by a company called Funai
Electric Co. Based on this finding of patent infringe-
ment, the USITC issued the order excluding all digital
televisions containing these chips from entrance to
the United States. Two of the importers whose prod-
ucts were exclusion by the order filed a ruling request
with Customs headquarters, claiming that the chips
contained in their specific digital televisions did not in
fact infringe on the patents at issue, and thus they
were not within the scope of the USITC exclusion
order.

In examining the petitioners’ claims, Customs con-
ducted a series of tests and technical evaluations on
the semiconductor chips used in the petitioners’ digi-
tal televisions sets. These tests – which were specifi-
cally detailed within the ruling – ultimately affirmed

the petitioners’ position by demonstrating that the
semiconductor chips used in their digital televisions
did not infringe upon the very detailed, highly techni-
cal specifications of the patents at issue in the exclu-
sion order. Because the petitioners’ chips did not
process digital information in the same manner as the
patented chips, Customs HQ ultimately ruled that
digital televisions containing the petitioners’ chips
were outside the scope of the exclusion order, and
thus were not excluded from entry into the United
States.

lll. Conclusion

In a time of continuing economic downturn, global
businesses are looking for every available avenue to
increase revenue. With so much of a product’s value
often represented by its intellectual property compo-
nent, tax executives should not overlook the need to
team with legal counsel in seeking enforcement of
their intellectual property rights by US Customs and
Border Protection. The surge in illegally imported
merchandise into the US which infringes on trade-
marks, patents, and copyrights continues to rise, and
only a collaborative effort between rights holders and
Customs will stem this unfortunate rising tide.
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NOTES
1 See Damon V. Pike, The Tangible Effects of Intangibles: Customs Valu-
ation and IP, 2008 BNA International Special Report: Transfer Pricing
Aspects of IP and Intangibles 17.
2 Available online at: https://apps.cbp.gov/e-recordations/
3 See, e.g., 19 U.S.C. § 1526(f); 19 C.F.R. § 133.27; 18 U.S.C. § 2320.
4 Id. at 830.
5 Id.
6 If the applicant’s name is different from the name of the copyright
owner listed on the certificate, the applicant must submit a certified
copy of any assignment or other document recorded with the U.S.
Copyright Office showing that the applicant owns the copyright.

04/10 Transfer Pricing International Journal BNA ISSN 2042-8154 4

mailto:damon@thepikelawfirm.com
mailto:cylinda@thepikelawfirm.com
http://www.thepikelawfirm.com
https://apps.cbp.gov/e-recordations/

	US Customs’ enforcement of IP rights on the rise

