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for Mark R Newman, d/b/a MRN Enterprises.

Howard B. Rockman of Sonnenschein Nath & Rosenthal for
Unlimted Concepts, Inc., d/b/a Tri-Corp Marketing.

Bef ore Seehernman, _Hai rston and Chapnan, Adm nistrative
Tr ademar k Judges.EI

Opi nion by Hairston, Adm nistrative Trademark Judge:
Mark R. Newran, d/b/a MRN Enterprises has petitioned to
cancel the registrations owned by Unlimted Concepts, Inc.,

d/b/a Tri-Corp Marketing for the marks shown bel ow,

! Judge Seeherman has been substituted for Judge McLeod who is no
Il onger with the U S. Patent and Trademark O fice.
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Regi stration No. 1,809, 488

and

Regi stration No. 1,811,017

both for *snoking pipes.”EI

2 Regi stration No. 1,809, 488 i ssued Decenber 7, 1993 and

Regi stration No. 1,811,017 issued Decenber 14, 1993;

respectively. A Section 8 affidavit was filed in connection with
the latter registration. Each registration contains the
statenent that “The lining is a feature of the mark and is not

i ntended to indicate color.”
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As grounds for cancellation of both registrations,
petitioner alleges that he has used the narks shown in the
regi strations sought to be cancelled in connection with
t obacco water pipes and T-shirts since prior to the dates of
first use alleged in the registrations; that he is the owner
of applications to register these marks (Serial Nos.

74/ 431, 706 and 74/431,707); that registration of his
applications has been refused under Section 2(d) of the
Trademark Act in view of the involved registrations; that
Regi stration Nos. 1,811,017 and 1, 809,488 were fraudulently
obt ai ned because respondent’s president, Jeffrey R chards,
knew of petitioner’s “property interest” in the marks in
both registrations; and that this property interest was

mat eri al information which respondent failed to disclose to
the Patent and Trademark O fice at the tine respondent filed
its trademark applications.E

Respondent, in its answer, has denied the salient
al l egations of the petition to cancel . H

The record consists of the pleadings; the files of the

i nvol ved registrations; and the trial testinony, with

3 W should point out that notw thstanding petitioner’s

al l egations of prior use, he has not asserted a |ikelihood of
confusion claim

* Respondent al so asserted the affirmative defenses of

acqui escence, |aches, estoppel, and unclean hands. In addition
respondent asserted that the Board does not have jurisdiction
over this matter because an agreenent between the parties
provides that all disputes will be decided by arbitration

I nasnuch as respondent did not pursue any of these defenses, we
have given them no consi derati on.
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rel ated exhibits, taken by each party. Both parties filed
briefs on the case and an oral hearing was held before the
Boar d.

The Parties

Petitioner, Mark R Newran, operates two retail snoke
shops known as Head East and Head West in the Tucson,
Arizona area. Petitioner opened his Head East shop in
Novenber 1977 and his Head West shop in 1983. Petitioner
sel | s snoki ng accessories, cigarettes, tobacco, t-shirts and
i ncense.

Respondent, Unlimted Concepts Inc., is in the business
of selling contenporary tobacco products, such as tobacco
wat er pipes. Jeffrey Richards is president and CEO of
respondent.

Al t hough not a party to this proceedi ng, Aztec
Technol ogy International (Aztec) was a partnership which was
formed on May 11, 1988 and its nenbers were Mark R Newran,
the petitioner herein; Jeffrey R chards, president and CEO
of respondent; and Ray Clark. The purpose of Aztec,
according to the partnership agreenent, was “to legally
obtain and distribute any and all itens the partners may
wish to obtain and distribute.” During its existence, Aztec

had no enpl oyees, offices, or tel ephone nunber.
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Abandonnent

Petitioner, for the first tine in his brief on the
case, has raised the issue of abandonnment wth respect to
the mark in Registration No. 1,809,488. Petitioner’s claim
of abandonnent is based on the testinony of Jeffrey
Ri chards. When asked during a testinony deposition whether
respondent had abandoned the mark, M. R chards responded
“Yes.” (Richards Deposition, p. 41.) Respondent, in its
brief on the case, does not dispute that it has abandoned
the mark. Al so, respondent indicated that it did not intend
to file a Section 8 affidavit in connection wth the
registration. Indeed, Ofice records indicate that no
affidavit was filed. In viewof the foregoing, we deemthe
petition to cancel to be anended under Fed. R CGv. 15(b) to
i nclude a claimof abandonnment with respect to Registration
No. 1,809,488. Mreover, in viewof M. R chard s testinony
that the mark therein has been abandoned, the petition to
cancel Registration No. 1,809,488 on the ground of
abandonnment is granted.

Havi ng granted the petition to cancel Registration No.
1, 809, 488 on the ground of abandonnment, we need not reach
the issues of ownership and fraud with respect to this
registration. W turn then to the issues of ownership and
fraud with respect to Registration No. 1,811,017. The

parties refer to the mark therein as the JESTER nark.
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Petitioner testified that in 1989 he canme up wth the idea
and actually devel oped the prototype for a new style of

t obacco water pipe known as GRAFFI X. According to
petitioner, he wanted to put his personal signature on the
product and with the assistance of a graphic artist, R chard
Reavis, he cane up wth the JESTER mark. Petitioner
testified that he paid M. Reavis $700.00 cash for the art
work. According to petitioner, he thereafter granted an
inplied license to Aztec to distribute the GRAFFI X style

t obacco water pipes bearing the JESTER mark. Petitioner
testified that in late 1989 he contacted SMF manufacturing
in Tucson to handl e | arge scal e production of the tobacco
wat er pipes. Aztec, as evidenced by the cancell ed checks of
record, paid SMF Manufacturing the costs of production of
the pipes. In addition, in January 1990 Aztec paid G aphyx
Artwear the costs of printing 10,000 | abels bearing the
Jester mark. These | abels were applied to tobacco water

pi pes which were distributed by Aztec. Petitioner testified
that he took the “overruns” when the | abels were printed and
applied these to water pipes which he sold at his two snoke
shops. Petitioner testified that he has used the JESTER
mar Kk on tobacco water pipes continuously since January 1990.
According to petitioner, he was acting on his own when he
devel oped the GRAFFI X styl e tobacco water pipe and the

JESTER mark, that Aztec was a nere distributor of GRAFFI X
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t obacco water pipes bearing the JESTER mark, and that he did
not assign any rights in the JESTER mark to Aztec.

Respondent’ s president and CEO Jeffrey Richards
testified that petitioner was acting on Aztec’'s behal f when
petitioner devel oped the GRAFFI X styl e tobacco water pipe
and the JESTER mark, and that as indicated above, Aztec paid
for the manufacturing of the water pipes and the |abels
which were affixed to the water pipes. Richards testified
t hat when Aztec ceased doi ng business in March 1991, he
| i qui dated the assets of Aztec through a conpany naned
Rem ni scence and paid petitioner his share of the proceeds.
According to Richards, neither petitioner nor the other
partner in Aztec, Ray Cark, had any desire to continue
doi ng business together. Richards testified that he
continued to distribute the GRAFFI X styl e tobacco water
pi pes wth the JESTER mark through respondent Unlimted
Concepts, Inc. and continues to do so. Thus, respondent
mai ntains that rights in the JESTER mark passed to it from
Azt ec.

Petitioner’s principal argunent in this case is that
respondent is not the owner of the JESTER mark because
Aztec, as a nere distributor, had no ownership rights in the
mark which it could transfer to respondent. Alternatively,
petitioner argues that even if Aztec had rights in the

JESTER mark, respondent did not acquire such rights because
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Aztec did not transfer themto respondent by way of a fornal
assignnment. Finally, petitioner argues that respondent
commtted fraud because respondent clainmed in its
application that it first used the JESTER mark in March 1990
when respondent knew that it did not use the nmark on this
dat e.

Wth respect to applicant’s first argunment, we note
that the Aztec partnership was a | oosely organi zed venture,
to say the least. The entire Aztec partnership agreenent is
| ess than one page and there are no provi sions concerning
ownership of products or marks which were devel oped. Al so,
the parties have offered conflicting testinony as to whet her
Aztec was the owner of the JESTER mark or a nere
distributor. In the absence of a witten agreenent covering
ownership of the JESTER mark, and in view of the conflicting
testinony on this matter, we cannot say that petitioner has
proven that respondent is not the owner of the JESTER mark
because Aztec was a nere distributor and had no ownership
rights to transfer to respondent. Rather, the fact that the
docunentary evidence shows that Aztec paid for the
manuf acture of the water pipes as well as the costs of
printing the | abels bearing the JESTER mark would tend to
support respondent’s position that Aztec was not a nere

di stri butor.
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Also, it is well settled that rights in a trademark are
gai ned only through actual usage of the mark. No rights
accrue to one who invents or cones up with the idea for a
trademark. 2 J. Thomas McCarthy, MCarthy on Trademar ks and
Unfair Conpetition, Section 16.11 (4'" ed. 1996). Thus,
even though it is undisputed that the JESTER mark was
petitioner’s idea, this is not enough to establish
petitioner’s ownership of the mark. W recogni ze that
petitioner, for the nost part, created the prototype of the
GRAFFI X styl e tobacco wat er pipe.EI Al t hough in the case of
a manufacturer and distributor there is a presunption that
the manufacturer owns the nmark, the present situation is
sonmewhat di fferent because another entity actually
manuf actured the water pipes and it was Aztec which paid the
costs of the manufacturing.

Wth respect to actual usage of the mark, petitioner
testified that he took “overruns” fromthe first printing of
| abel s bearing the JESTER mark and applied themto water
pi pes which were sold at his two snoke shops in January
1990. Petitioner maintains that this was the first use of
the JESTER mark. Respondent, on the other hand, introduced
as an exhibit an Aztec invoice dated February 2, 1990 for

the sale of JESTER water pipes to T-Shirt Headquarters in

> W say for the nost part because there is testinmony that he
recei ved sone assistance from Ray C ark, another partner in
Azt ec.
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St. Louis, Mssouri. Moreover, it is respondent’s position
that petitioner’s January 1990 sal es of JESTER water pipes
were on behalf of the Aztec partnership.EI Thi s seens
reasonable to us inasnmuch as previously indicated, Aztec
paid for the water pipes and the labels. Further, based on
the testinony, both petitioner and Ri chards continued to use
the JESTER nmark on water pipes after Aztec ceased doi ng
business in March 1991. Petitioner testified that he becane
aware that Richards was still using the mark and told

Ri chards to stop. Although Richards did not stop,

petitioner took no action. Rather, the testinony of both
petitioner and Ri chards indicates that the two entered into
yet another venture to sell a second type of tobacco water
pipe. There is nothing in witing concerning this venture.
This continuing relationship between petitioner and Ri chards
mlitates against a finding that petitioner was the owner of
the JESTER mark, that is, if petitioner believed that

Ri chards was not entitled to use the JESTER mark, it seens
unlikely that petitioner would have entered into yet another
venture with Richards in the absence of a witten agreenent
with specific ternms concerning ownership of products and

mar ks (i ncluding JESTER) whi ch were devel oped.

® W note that respondent, in its application, alleged a first
use date of March 1990, although respondent’s president, Jeff

Ri chards, testified that Aztec first sold water pipes bearing the
JESTER nark around January 1990.

10
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Wth respect to petitioner’s second argunment, we cannot
say, based on this record, that upon the dissolution of
Aztec, rights in the JESTER mark were not transferred to
respondent. Wiile we recogni ze that there was no formal
assi gnnent of rights in the JESTER mark from Aztec to
respondent, there is no dispute that upon the dissolution of
Aztec, Jeff Richards, through respondent, continued to use
the JESTER mark. Moreover, Richards paid petitioner certain
suns of noney which may be reasonably characterized as
petitioner’s share of the Aztec partnership’ s assets. Al so,
it does not appear that the third partner, Ray d ark, had
any interest in continuing to use the mark.

We turn then to petitioner’s final argunent. As noted
by the Board in Kemin Industries, Inc. v. Watkins Products,
Inc., 192 USPQ 327 (TTAB 1976) at 329, fraud upon the U. S.
Pat ent and Trademark O fi ce:

: signifies a wllful wthholding fromthe

O fice by an applicant or registrant of nmaterial

information which, if transmtted and di scl osed

to the Exami ner, would have resulted in the

di sal l owance of the registration sought. To

state it another way, a person seeking

registration is under a duty not to nmake any

knowi ngly m sl eadi ng or incorrect statenent

in affidavits formng a part of the application

for registration. There is, however, a

material |egal distinction between a “fal se”

representation and a “fraudul ent” one, the

latter involving an intent to deceive, whereas

the former may be occasioned by a

m sunder st andi ng, an i nadvertence, a nere

negl i gent om ssion, or the liKke.
(citations omtted)

11
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Moreover, as the Board stated in Smth International,
Inc. v. Ain Corporation, 209 USPQ 1033 (TTAB 1981) at 1044:

: the very nature of the charge of fraud

requires that it be proven “to the hilt”

with clear and convincing evidence; there is

no room for specul ation, inference, or surmse

and any doubt nust be resol ved agai nst the

charging party.

Keepi ng the above in m nd, we cannot say that
petitioner has established by clear and convincing evi dence
that respondent commtted fraud on the U S. Patent and
Trademark OFfice because it alleged that it first used the
JESTER mark in March 1990. Wile the better practice would
have been for respondent to have disclosed in the
application that it was relying on first use of the JESTER
mark by Aztec, the fact that respondent failed to
specifically indicate this was not fraudul ent. Moreover,
the fact that respondent alleged a first use date of March
1990 rather than January 1990 as set forth in the testinony
of Jeff Richards is not fatal inasnuch as the March 1990
date was prior to the filing date of the application, i.e.,
April 8, 1993. It is well settled that a m sstatenent of a
date of first use in conmerce is not fraudul ent provided
that there has been use of the mark in conmerce prior to the
filing date of the registrant’s application. See Grard

Polly-Pig, Inc. v. Polli-Pig by Knapp, Inc., 217 USPQ 1338

(TTAB 1983).

12



Cancel | ati on No. 24, 265

Finally, we recognize that Richards filed anot her
application for a different mark, SEALS, for a paper used to
wrap tobacco wherein he listed hinself and petitioner as
co-owners of the mark sought to be registered. Aztec
di stributed wappi ng papers bearing the SEALS nark.
Petitioner clainms that this is “evidence” that Ri chards has
taken inconsistent positions with respect to ownership of
mar ks whi ch were used by Aztec. Although respondent did not
specifically address this contention in its brief, we do not
find that the listing of petitioner and R chards as co-
owners of the SEALS mark is necessarily inconsistent in view
of the very |oose nature of the Aztec partnership.

As noted above, a claimof fraud nust be proven “to the
hilt.” Not only does petitioner’s evidence fall short in
this regard, but quite frankly, the evidence in general in
this case is contradictory and unclear. As the plaintiff in
this proceeding, petitioner had the burden of establishing
t hat respondent is not the owner of the JESTER nmark and t hat
respondent commtted fraud in obtaining its registration for
this mark. Petitioner has failed to neet his burden in both
i nstances.

Decision: The petition to cancel Registration No.

1, 809, 488 on the ground of abandonnent is granted; the

petition to cancel Registration No. 1,811,017 on the grounds

13
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of lack of ownership of the JESTER mark and fraud in

obtaining the registration is denied.
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