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Attorney Docket No. Q1154

IN THE UNITED STATES PATENT AND TRADEMARK OFFICE
BEFORE THE TRADEMARK TR IAL AND APPEAL BOARD

SWATCH AG (SWATCH SA)
(SWATCH LTD.),

Opposer, Mark: SWITCH

Opp. No.: 91,220,292
V. Serial No.: 86/267,771

THE SPARK AGENCY, INC.,

Applicant.

OPPOSER'S REPLY MEMORANDUM IN SUPPORT OF ITS
MOTION FOR PARTIAL RECONSIDERATION

Opposer Swatch AG (“Swatch”) respectfutlybmits this Reply Memorandum in support
of its motion for partial reconsideration thie Board’s September 9, 2015 Order (Doc. No. 11),
which denied Swatch’s motion seeking suanynjudgment that Applicant’s abandonment
counterclaim was a compulsory counterclainthe First Action between the Parties.

a. Applicant was Aware of the Grounds for its Abandonment Claim

Applicant cross-examined &ch’s witness, Mr. Frank Furlan, in the First Action
regarding use of the SMCH mark in connection with Satch’s offering of advertising
services. During this deposition Mturlan testified that the SWATCH mark was being used to
provide advertising services to certain compan Applicant claimed that Mr. Furlan’s
testimony demonstrated that Swatch couldralyt on the ‘562 Registration for advertising

services because Swatch’s adigang services were purportedigndered only for entities that



were related to Swatcltee, Opp. Br. (Doc. No. 6) at Ex. A at 8i{ing Furlan Tr. At 131, 141-

42) (“*Opposer also does not prdeimarketing and advertising siees to third-parties under the
SWATCH name outside of the various compaiies subsidiaries that operate under Opposer’s
umbrella”). Applicant was unequivocal as t® [fosition, stating in it$rial Brief that “the

record iscrystal clear that Swatch does not operate any advertising agencies in the United States
under the SWATCH name.ld. (emphasis added).

In sustaining the Opposition in the Firstiant the Board noted that Applicant had failed
to plead abandonment. The Board held #tesent a counterclaim, Applicant could not
collaterally attack Swatch’s registration.

It is undisputed that a counterclaim for cdlat®n of a Section 44(e) registration can be
pursued at any time prior to, after, the three year annivergaf the registration. Moreover,
the three-year presumption does not toll Ruld 24 requirement that a party must promptly
plead a counterclaim upon discovering the greuind the claim. The Board’s Order denying
Swatch’s motion for summary judgment failed to consider whether Applicant had grounds to
plead abandonment at a tifpefore the three-year Presumption was triggered. When this point
is considered, the facts sholat the Applicant was aware of grounds (albeit erroneous) on
which it could have based an allegation ofralmmment. The Applicambuld have, and should
have timely sought leave to amend its pleadingda its abandonmentadin. It did not.

National Equipment Rental, Ltd. v. Fowler, 287 F.2d 43, 45 (2d Cir. 1961) (“Penalty for failure
to assert a compulsory counteiioh is the preclusion of a latassertion of that claim, the
purpose of the compulsory counterclaim device bargring all logicallyrelated claims into a

single litigation, thereby avoidg a multiplicity of suits”).



Applicant argues that prior to the three yaaniversary, “Applicanwould have needed
specific facts to prove Swatch’'s@mt not to resume use.” App.Br. (Doc No. 13) at 2. This
argument is wrong for several reasons. Finstler the facts upon whickpplicant says it would
rely, Swatch does not have to point to evidencanahtent to resume use. The nature of
Swatch’s testimony is clear: itsse never ceased. Applicanssiie is not how long Swatch was
offering advertising services. The issue theyehis whether the serds constitute actual use
in commerce, or as Applicant argued, wesaly” for internal purposes and do not entitle
Swatch to a registration.

Second, Applicant was clearly aotice of the facts; Swatch is not required to identify a
specific admission in the record which states ithéid not intend to resue use. The statute
recognizes that “[ijntent not to resume use may be inferred from circumstances.” 15 U.S.C. §
1127. The Federal Circuit has held that “[a]lthough abandonment requires both non-use and
intent not to resume use of the mark, the elerakimtent can be estabhed inferentially by the
same facts that establish non-usk¥italine Corp. v. General Mills, Inc., 891 F.2d 273, 275 (Fed.
Cir. 1989).

During the testimonial deposition of Mr. Fan, Applicant explored the nature of
Swatch’s use of the SWAIH mark in connection with adveritig) services. This was just two
months prior to the three year anniversaryhef ‘562 Registration. During this deposition
Applicant acquired all of the information it neededmnake its argument in the First Action that
it was “crystal clear” thaBwatch’s advertising services werat being offered in interstate
commerce. Applicant’s argument was rejectetheFirst Action, not folack of merit, but

because Applicant failed to timely amend its ansavet plead this allegation as a counterclaim.



Applicant now attempts to avoid the comguly counterclaim rule by arguing that it was
unaware of these already-asserted grounds. Applicant should not be permitted to reverse course
and submit a contrary position. plpcant cannot cure this fatal féet with the submission of an
argument that was already found to be untimelphelast action. Thiact that Applicant’s
testimony closed just prior to the three-yeamigersary of the ‘562 Regfiration does not change
the outcome in this case becauserdtevant grounds were already known.

The facts before the Board are entirelplagous to the following hypothetical example:
during a deposition, a registrantafwo-year old Section 44(e) regadion for distilled spirits is
guestioned about how his company uses its mark. The witness admits that the company only
operates breweries and its onlpguct is beer. When asked specifically whether the company
has any use of the registered mark in connectitimdistilled spirits the witness testifies that his
company considers beer to be stitled spirit. The issue in ithhypothetical is not whether the
brewery intends to resume usetloé mark for distilled spirits — &ither always has, or it never
did, use the mark for distilled spps. The issue is a legal one, and turns on whether beer
constitutes a distilled spirit. If the apgint does not promptly gd a counterclaim of
abandonment based on its argument that beer is not a distilled spirit, it is not permitted, under 37
C.F.R. § 2.114, to file a claim in a second@ti@sserting that the mark was abandoned because
beer is not a distilled spirit. The applicant vaagare of this particular ground, but chose not to
plead it.

In the case at bar, Applicant was awargmunds on which it is relying to support its
argument that Swatch’s services do not dartstuse in commerce. As in the above
hypothetical, the issue is simply a legal one, ngmwhether Swatch’s offering of services to

alleged related entities demonstrates usenmeerce. Mr. Furlan’s testimony provided more



than an inference of Swatch’s use and intended use of the mark. Applicant had sufficient
grounds to assert its claim — andact Applicant did assert this claim, which already failed
when it was deemed waived because Applicathhdi amend its pleading in the First Action.
Applicant’s challenge of the natiof Swatch’s use of the SAWCH mark in connection with

the offering of advertisim services should be precluded under Rule 2.114.

b. Applicant Should Have Sought Leave to &nd After the Three Year Anniversary

The Board’s decision designates the closemfli&ant’s testimony peod as the last day
in which Applicant could haveosight leave to add its claim fabandonment. But the Rules set
no specific time limit for when a motion for leato amend may be filed. Rule 2.114 states “if
grounds for a counterclaim amakrned during the coursetbe cancellation proceeding, the
counterclaim shall be pleaded promptly aftex grounds therefor are learned.” 37 C.F.R.
2114(b)(2)(i). Likewise, Federal Rule 15 setsdeadline for seeking leave to amend, and states
the “[c]ourt should freely give leawehen justice so requires.” Fed. R. Civ. P. 15(a)(2). In fact,
Rule 15 specifically recognizesathpleadings may be amendedidgrand after trial. Fed. R.
Civ. P. 15(b). The record shows that Applickméw at least as earés April 5, 2013 of its
grounds to support its allegatiorattSwatch was offering adveitig services only to related
entities. Even if Applicant had to wait two mar®nths for the three year Presumption to apply,
Applicant still had ample time to do so.

The ‘562 Registration reached its three yaamiversary on June 8, 2013. At this time,
the Opposition was still in the trial period. Tinl period was not scheduled to close until more
than a month later, on July 20, 2013. The fiisi brief was not due until October 18, 2013

(extended once per stipulation of the parties).



The TBMP explains that “the Board dékally grants leave to amend pleadiagany
stage of a proceeding when justice so requires, unlessremf the proposed amendment would
violate settled law or be prejwthl to the rights of the adverse party or parties.” TBMP §
507.02. If Applicant’s abandonment claim did npen until three years after issuance of the
‘562 Registration, then a motion to amend shattgr June 8, 2013 could have been granted. In
either event, Rule 2.114(b)(2)(@quired Applicant to seekdee to amend promptly after it
became aware of its grounds for cancellatioppl&ant already secure&tlvatch’s testimony as
to the nature of Swatch’s @®f the mark for the challengservices. Nothing in Rule
2.114(b)(2)(i) excuses Applicant’s inaction simplrcause Applicant may have feared its motion
to amend may be denied as untimeljpplicant’s decision not teeek leave to plead its
counterclaim but instead to merely argue abandonment in its trial brief and oral argument, bars

Applicant from raising its abandorant claim, on these identicgtounds, in this second action.

Respectfully submitted for Opposer,

By: [Jeffrey A. Lindenbaum/
JeffreyA. Lindenbaum
&ss M. Collen
COLLENIP
TheHolyoke-ManhattarBuilding
80SouthHighlandAvenue
OssiningNY 10562
914-941-5668el)
914-941-609ffax)
jlindenbaum@collenip.com
Attorneys for Opposer, Svatch

November 9, 2015

Y In fact, this argument apparently was a@oncern by the Applicant. The Boatz sponte raises this possibility
on Applicant’s behalf.
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