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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE BEFORE THE
TRADEMARK TRIAL AND APPEAL BOARD

REEF RESIDENCES RESORT
MANAGEMENT, LTD,
a Turks and Caicos corporation
Petitioner,
V.

NO. 36,

a Turks and Caicos Corporation For the Mark CORAL GARDENS

)
)
)
)
)
)
)
)
)
THE PROPRIETORS, STRATA PLAN ) In the matter of Registration No. 3,546,491
)
)
)
Respondent/Registrant )
)
)
)
)

Cancellation No. 92059352

MOTION TO SUSPEND CANCELLATION PROCEEDING
PURSUANT TO 37 C.F.R. §2.117(a)

COMES NOW the Registrant, The Proprietors, Strata Plan No. 36 (“The Strata” or
“Registrant”) by and through the undersigned counsel, respectfully requests that the Board
suspend proceedings in this Cancellation pursuant to 37 C.F.R. § 2.117(a) pending overlapping
claims in a federal court civil action.

INTRODUCTION

On December 4, 2013, Registrant filed a complaint against Coralgardens.com (“domain
name”), a domain name currently registered in Illinois, used and controlled by and through Reef
Residences Resort Management, Ltd. (“Reef” or “Petitioner”), the Petitioner of the instant
Cancellation Proceeding, in the United States District Court for the Northern District of Illinois

Eastern Division, captioned The Proprietors of Strata Plan No. 36. v. Coralgardens.com, Civil



Action No. 13-cv-8669 (RWG) (the “Federal Action™).' The second amended complaint seeks a
claim for relief that all rights in and to the domain name “coralgardens.com” be transferred to
Registrant. Petitioner asserted affirmative defenses on April 22, 2014, including trademark
invalidity, claiming that the Registrant has no trademark rights upon which it may assert a claim
under the Anticybersquatting Consumer Protection Act and alleging that Registrant’s trademark
registration is invalid and the mark in question is not currently, nor has ever been used by the
Registrant in United States or interstate commerce in connection with any goods or services. On
June 11, 2014, Petitioner filed the instant cancellation proceeding. Soon thereafter, on June 16,
2014, Petitioner moved to stay litigation of the Federal Action in light of the instant cancellation
proceeding. While Petitioner’s motion to stay the litigation of the Federal Action is still pending,
Registrant has successfully moved to extend the discovery schedule, and Petitioner is currently
ordered to disclose expert witnesses, with discovery closing in the Federal Action on September
23,2014.

The Federal Action will address and resolve the issues in this cancellation proceeding,
and will have a bearing on this cancellation proceeding. Registrant moves to suspend this
proceeding pending the resolution of the Federal Action.

ARGUMENT

The Board has the power to suspend proceedings in favor of a pending civil action

pursuant to 37 C.F.R. § 2.117(a), which provides:
Whenever it shall come to the attention of the Trademark Trial and
Appeal Board that a party or parties to a pending case are engaged
in a civil action or another Board proceeding which may have a
bearing on the case, proceedings before the Board may be

suspended until termination of the civil action or the other Board
proceeding.

" A true and correct copy of the Second Amended Complaint for Violations for the Anticybersquatting Consumer
Protection Act in the Federal Action is attached hereto as “Exhibit A.”



The Board has regularly exercised this power in the interests of promoting judicial
economy and conserving resources. See, e.g., Arcadia Group Brands Ltd v. Studio Moderna SA,
99 U.S.P.Q.2d 1134 (T.T.A.B. 2011); The Other Telephone Co. v. Connecticut Nat’l Telephone
Co., 181 U.S.P.Q. 125, 126-27 (T.T.A.B 1974) (proceeding stayed because outcome of district
court action would be dispositive of issues in proceeding); General Motors Corp. v. Cadillac
Club Fashions Inc., 22 USPQ2d 1933 (T.T.A.B. 1992) (cancellation proceeding suspended in
light of pending federal litigation because “[a] review of the complaint in the civil action
indicates that a decision by the district court will be dispositive of the issues in this proceeding”).

Here, a suspension of the cancellation proceeding until the termination of the Federal
Action is in favor in light of judicial economy. The issues alleged in this cancellation proceeding,
specifically 1) that the registration for CORAL GARDENS is invalid and should be cancelled;
and 2) that the mark is not and has not been used in commerce in excess of three years are both
issues which have been raised by Petitioner as affirmative defenses in the Federal Action and as
such will be adjudicated in the pending Federal Action. See, e.g., Vining Indus., Inc. v. The
Libman Co., 1996 TTAB LEXIS 455 (T.T.A.B. July 16, 1996) (suspending Board proceedings in
the interest of judicial economy in light of the affirmative defenses and counterclaims asserted
by defendant in the civil action challenging the validity of, and requesting cancellation of, the
registered mark owned by plaintift.)

Moreover, because the Federal Action was initiated on December 4, 2013, written
discovery has been conducted and multiple motions have been filed and ordered upon. Discovery
for the Federal Action is set to close on September 23, 2014, whereas discovery in the present
proceeding is not set to conclude until February 16, 2015. As such, the Federal Action is much

further along when compared to the instant cancellation proceeding and as such, many more



facts and particulars have been brought to light, and significant costs and resources have already
been consumed. The instant cancellation proceeding is still in the very beginning stages of
litigation, and accordingly, suspending the instant cancellation proceeding would be in the
interests of promoting judicial economy and conserving resources.

CONCLUSION

This cancellation proceeding should be suspended because the proceedings in the Federal
Action will conclusively determine the validity and rights in the Registration owned by
Petitioner, and therefore, will be dispositive of at least some of the issues raised in this
proceeding. For all the foregoing reasons, Applicant respectfully requests that the instant
cancellation proceeding be suspended until the termination of the Federal Action pursuant to 37

C.F.R. § 2.117(a).

Respectfully submitted,

/s/markgkachigian

Mark G. Kachigian, Reg. No. 32,840
mkachigian@hjklaw.com

Erin E. Stewart, Reg. No. 69,731
estewart@hjklaw.com

HEAD, JOHNSON & KACHIGIAN, P.C.
228 West 17" Place

Tulsa, Oklahoma 74119

(918) 587-2000

Brian J. Rayment
brayment@kivell.com

Kivell, Rayment & Francis, P.C.
7666 East 61st St., Suite 550
Tulsa, Oklahoma 74133

(918) 294-0047

ATTORNEYS FOR
RESPONDENT/REGISTRANT
Date: July 9, 2014 THE PROPRIETORS, STRATA PLAN NO. 36



CERTIFICATE OF SERVICE

This is to certify that a true and correct copy of the foregoing document was mailed, first

class, postage prepaid on the 9" day of July, 2014 to:

Marc H. Trachtenberg
Greenberg Traurig LLP
77 West Wacker Drive
Chicago, Illinois 60601

HEAD, JOHNSON & KACHIGIAN, P.C.

/s/markgkachigian

Mark G. Kachigian
mkachigian@hjklaw.com

Reg No. 32,840

HEAD, JOHNSON & KACHIGIAN, P.C.
228 West 17" Place

Tulsa, Oklahoma 74119

(918) 587-2000

ATTORNEYS FOR
RESPONDENT/REGISTRANT
THE PROPRIETORS, STRATA PLAN NO. 36
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"Exhibit A"

THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

THE PROPRIETORS OF STRATA PLAN
NO. 36, a Turks and Caicos Corporation,

Plaintiff,
Case No. 13 CV 8669

Honorable Robert W. Gettleman
CORALGARDENS.COM, a domain name
registered in Illinois,

Defendant.

SECOND AMENDED COMPLAINT FOR VIOLATIONS OF THE
ANTICYBERSQUATTING CONSUMER PROTECTION ACT

Plaintiff, The Proprietors of Strata Plan No. 36, by its attorneys, for its in rem
complaint against Defendant coralgardens.com, a domain name registered in this
district, alleges and states as follows:

JURISDICTION AND VENUE

1. This action arises under the Anticybersquatting Consumer Protection Act
(15 U.S.C. § 1125(d)). Accordingly, this Court has federal question jurisdiction over the
subject matter of this action pursuant to 28 U.S.C. § 1338(a). Venue in this district is

proper under 28 U.S.C. § 1391(b) and 15 U.S.C. § 1125(d)(2)(C)(i).
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PARTIES

2. Coralgardens.com (“Domain Name”) is a domain name registered with
DomainPeople, Inc., as registrar, by Whoisprotector, Inc., the registrant company, with
an address of 100 North Riverside, Suite 800, in Chicago, Illinois.

3. The Proprietors of Strata Plan No. 36 (“Plaintiff” or “Strata”) is a Turks
and Caicos corporation with its principal place of business in Providenciales, Turks and
Caicos Islands, British West Indies.

4. The use of and control over the Coralgardens.com Domain Name has been
by and through Reef Residences Resort Management, Ltd., formerly Coral Gardens
Resort Management, Ltd., a Turks and Caicos corporation, and the family that owns it
and directs its actions, Ron Karnehm, Beverly Karnehm and Leanne Karnehm, all
Canadian residents.

BACKGROUND

5. Plaintiff, The Proprietors of Strata Plan No. 36, is a statutory body
corporate that has all the powers, rights and duties of a company. It is comprised of the
owners of individual condominium units and is engaged in running a condominium
project in Providenciales, Turks and Caicos Islands, which has since its inception been
known as “Coral Gardens” or the “Coral Gardens Resort.”

6. Ron Karnehm is the original developer of “Coral Gardens” and the
beneficial owner of Reef Residences Resort Management, Ltd., a corporation which,

prior to the commencement of trademark litigation concerning the “Coral Gardens”
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mark, was known as Coral Gardens Resort Management, Ltd., and before that White
House Condominium Management, Ltd. (“Reet”). Prior to being voted out of control of
the Strata by a majority of the owners, he managed and controlled the Strata. He was
assisted in his efforts by his wife, Beverly Karnehm and his daughter, Leanne Karnehm
(collectively the “Karnehms”).

7. Plaintiff, through one of its owners, applied for a trademark in the Turks
and Caicos Islands for the mark “Coral Gardens.” Ron Karnehm and Reef challenged
that patent in the courts of the Turks and Caicos, which litigation resulted in a final
order by the Court of Appeals for the Turks and Caicos Island on August 14, 2007,
awarding the “Coral Gardens” trademark to Plaintiff.

8. Plaintiff has also been issued a Trademark for “Coral Gardens” by the
United States Patent and Trademark Office on December 16, 2008.

9. The “Coral Gardens” Trademarks have been used with regard to the
condominium wunits and common property located within the Coral Gardens
condominium complex in Providenciales.

10.  As a result of the foregoing, each of the “Coral Gardens” Trademarks has
developed and now possesses secondary and distinctive meaning with regard to the
condominium complex at Coral Gardens.

11.  The Karnehms, through Reef and other entities, have registered or caused
to be registered, and have utilized the domain name “coralgardens.com” (“Domain

Name”) to advertise and operate condominium units in locations other than at the

3



Case: 1:13-cv-08669 Document #: 33 Filed: 03/25/14 Page 4 of 13 PagelD #:263

Coral Gardens Resort, thereby infringing the Trademarks of the plaintiff. The Domain
Name was initially registered by the Karnehms when they controlled the plaintiff strata
corporation and used the Domain Name in relation to the operation of the plaintiff.

12. The Coral Gardens mark is a mark that is distinctive and was distinctive at
the time of registration of the “coralgardens.com” domain name. The
“coralgardens.com” domain name is identical or confusingly similar to the “Coral
Gardens” marks. Therefore, the registration and use of the Domain Name is in violation
of (d)(1)(A)(ii)(I), (II) and (II) of the Lanham Act.

13.  After obtaining its US Trademark, plaintiff made demand upon the
Karnehm and Reef for an assignment of the coralgardens.com domain name, as well as
any other domain names that including the “Coral Gardens” name. In a letter from the
United States based Attorneys for the Strata, Kivell, Rayment and Francis P.C., sent
January 13, 2009, to Mr. Ron Karnehm and the companies controlled by him, (“the
Letter of Demand”) the Strata’s Attorneys provided Mr. Karnehm with copies of the
Strata’s Turks & Caicos and US Trademarks, and requested that the domain name be
transferred to the Strata consistent with Uniform Dispute Resolution Procedures and
the Lanham Act.

14. The Domain Name was originally registered by the Karnehms with
Network Solutions in Hendon, Virginia, USA in 1998. It remained registered in Virginia

until May 3, 2009. To the best of the Plaintiff’s knowledge, Leanne Karnehm’s husband,
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Jamie Kitson (jkitson@photogiftcard.com) was listed as the administrative contact and
Beverly Karnehm was listed as the owner of the Domain Name.

15.  The Strata commenced proceedings against various parties including Ron
Karnehm, on May 15, 2009 in the District Court of Virginia for trademark violation and
infringement amongst other grounds of claim and sought an order transferring the
rights in the domain name coralgardens.com to the Strata as trademark owner (“the
Virginia Lawsuit”). Beverly Karnehm and Leanne Karnehm were added as defendants
in the Virginia Lawsuit in an amended complaint filed July 31, 2009.

16.  Prior to the commencement of the Virginia Lawsuit, the Karnehms
learned that the Plaintiff’s executive committee had approved the filing on the Virginia
Lawsuit. In a classic example of cyber flight, the Karnehms transferred the Domain
Name from Virginia to Canada just prior to the filing of the Virginia Lawsuit. The
domain name was transferred by the Karnehms to A Gift2Gift Corp, a Canadian
corporation with its principal place of business in Vancouver, Canada. Leanne Karnehm
was identified by the Registrar as the Administrative Contact. Gift2Gift Corp, a
corporation with whom Leanne Karnehm’s husband worked, permitted the Karnehms
to continue to utilize the Domain Name after the transfer in the same manner in which
the domain was used prior to the transfer, with no material changes to the content of
the site. To the best of the Strata’s knowledge, Gift2Gift Corp did not make any use of

the coralgardens.com Domain Name to promote its own business interests.
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17.  The Virginia Lawsuit was defended by all defendants therein solely on the
grounds that the Court lacked personal jurisdiction over the defendants and Forum
Non Conveniens. The decision of the District Court of Virginia to dismiss the Virginia
Lawsuit for lack of personal jurisdiction was made on October 16, 2009 after a hearing
on September 25, 2009, based upon the fact that the Domain Name had been transferred
outside the jurisdiction of the court and the court did not have jurisdiction.

18.  The plaintiff attempted to enforce its rights in Canada before WIPQO, the
World Intellectual Property Organization, and initiated a dispute resolution before that
organization. However, that organization focuses solely on the issue of whether or not
the domain name was initially registered fraudulently, not on whether it belonged to
someone other than the initial registrant since its registration. WIPO found that since
the initial registration was not fraudulent (as Karnehm controlled the Plaintiff strata at
the time of the registration) no relief could be afforded under its rules.

19.  The plaintiff’s next step in enforcing its rights to the Domain Name was
the initiation of a lawsuit in Canada. However, the Karnehms once again learned that
the plaintiff had engaged counsel to pursue the Domain Name in Canada and once
again the Karnehms engaged in cyber flight, moving the Domain Name to
Domainpeople, Inc., listing an address in Chicago, Illinois. The Karnehms have
continued to utilize the domain name after the transfer in the same manner in which the

domain was used prior to the transfer, with no material changes to the content of the



Case: 1:13-cv-08669 Document #: 33 Filed: 03/25/14 Page 7 of 13 PagelD #:266

site. The registrant has made no use of the Domain Name for its own account and does
not use it in its business.

20.  When plaintiff was preparing to pursue the Domain Name in Canadian
courts, the Karnehms once again engaged in cyberflight to change the registration to
Domainpeople Inc., in Chicago, Illinois. The plaintiff submits that the repeated transfers
of the Domain Name in order to avoid plaintiff’s lawful claims constitutes cyberflight,
especially in circumstances where the transferred Domain Name content and same use
remain the same after each of the transfers as it did before the transfers began.

21.  “Cybertlight” is an attempt to delay a UDRP proceeding by changing the
domain name registration details or registrar after learning of the complaint (see
PREPADOM v. Domain Drop S.A. (PREPADOM-COM-DOM), WIPO, Case No. D2006-
0917). Transferring the disputed domain name during a pending proceeding is
considered cyberflight and is in direct violation of the Policy paragraph 8(a). As was
asserted by the UDRP panel in Humana Inc. v. CDN Properties Incorporated, WIPO, Case
No. D2008-1688, “there is no bright line rule regarding what constitutes a ‘pending
proceeding,” prior cases have found that process starts from the filing of the complaint
rather than from the formal commencement of the proceedings. See PREPADOM wv.
Domain Drop S.A., WIPO, Case No. D2006-0916, or Imperial Chemical Industries, PCL. v.
Oxford University, WIPO, Case No. D2001-0292.” Cyberflighting is a clear indication of
bad faith registration. Tomas Sziranyi v. RegisterFly.com, Case No. D2006-0320.

“Cyberflight” is the change in the registration of a domain name (registrant, registrar or

7
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both) to avoid the application of the Policy or to frustrate court proceedings with
respect to entitlements to the domain name.
THE KARNEHMS’ UNLAWFUL CONDUCT

22. On information and belief, the Karnehms continue to use the “Coral
Gardens” trademark and the Domain Name to advertise and operate condominiums at
locations other than “Coral Gardens,” confusing prospective customers who wish to
visit and stay at Coral Gardens.

23.  Currently, the Karnehms advertise on the coralgardens.com website,
which provides a toll-free number to call from the United States and Canada inviting
and accepting business from the United States, including the State of Illinois.

24.  The Karnehms’ continued unauthorized use of the “Coral Gardens”
trademark and the coralgardens.com domain name is likely to cause confusion among
prospective visitors to Coral Gardens. The Karnehms” use of the “Coral Gardens”
trademarks and the coralgardens.com domain name is not authorized by the plaintiff.

25.  The Karnehms and Reef have used the Domain Name to promote a lesser
quality resort, Reef Residences. Reef Residences was developed by the Karnehms,
owned by the Karnehms, and promoted by the Karnehms as phase 3 of Coral Gardens.
This use by the Karnehms has diluted the value of Coral Gardens and damaged the
plaintiff.

26. The Reef Residences condominium units, which are advertised by the

Karnehms and Reef as being “Coral Gardens,” are of inferior quality and location to

8



Case: 1:13-cv-08669 Document #: 33 Filed: 03/25/14 Page 9 of 13 PagelD #:268

those in the Coral Gardens resort. The unauthorized use of the “Coral Gardens”
trademark and the coralgardens.com domain name has injured and is likely to continue
to injure the reputation of the plaintiff’s resort, which has developed by virtue of the
public perception of high quality associated with plaintiff’s resort.

27.  The aforesaid acts by the Karnehms and Reef are likely to cause the public
to believe that the Karnehms” and Reef’s properties are subject to the same quality and
location as the plaintiff’s resort, despite the fact that this is not true. It also injures the
plaintiff in that the Karnehms and Reef do not have to pay any royalty for these
unlawful uses.

28.  The aforesaid use of the “Coral Gardens” Trademarks and the Domain
Name constitutes a false designation and falsely describes and represents the
Karnehm’s Reef Residences property. The use by the Karnehms, Reef, and others of the
Plaintiff’s Trademarks also constitutes an attempt to palm off and appropriate to
themselves the plaintiff's exclusive rights therein.

29.  The Karnehms, Reef and others have and will continue to engage in such
unauthorized activities in this state and elsewhere in interstate commerce and are likely
to continue such activities, to the great injury of plaintiff unless the Domain Name is

transferred to the plaintiff.
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CLAIM FOR RELIEF
(Violation of Anticybersquatting Consumer Protection Act)

30.  The Karnhms and Reef have violated the Anticybersquatting Consumer
Protection Act, 15 U.S.C.,, 1125(d) by use of plaintiff's marks in the defendant
coralgardens.com domain name.

31. The defendant coralgardens.com domain name is either identical or
confusingly similar to the distinctive “coral gardens” marks owned by plaintiff.

32. The Karnehms and their entities have wused the defendant
coralgardens.com domain name with the bad faith intent to profit because:

a. Plaintiff’s Coral Gardens marks, which has been incorporated into
the defendant Domain Name, is distinctive within the meaning of 15
U.S.C. § 1125(d)(1)(B)(i)(IX);

b. The registrant does not have any valid trademark or intellectual
property rights in the Coral Gardens marks or the defendant Domain
Name within the meaning of 15 U.S.C. § 1125(d)(1)(B)(i)(I);

C. The defendant Domain Name does not consist of the registrant's
legal name, nor does it in any way identify the registrant within the
meaning of 15 U.S.C. § 1125(d)(1)(B)(i)(I);

d. The registrant has not used the defendant Domain Name in
connection with the bona fide offering of any goods or services within the
meaning of 15 U.S.C. § 1125(d)(1)(B)(i)(III) since the use of plaintiff’s Coral
Gardens marks was without permission from plaintiff, the marks' owner;

e. The registrant has not used the defendant Domain Name for bona
fide noncommercial purposes or within the fair use provisions of 15 U.S.C.
§ 1125(d)(H(B)(H(AV);

f. The registrant's intent in obtaining the registration for the
defendant Domain Name and using the defendant Domain Name to

10
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provide content similar to that provided by plaintiff was to divert
plaintiff's consumers and to profit from the goodwill of the plaintiff’s
Coral Gardens marks, within the meaning of 15 USC. §
1125(d)(1)(B)(i)(V); and

g. The registrant used a privacy service in registering the defendant
Domain Name, which may be interpreted as an attempt to avoid
providing accurate contact information within the meaning of 15 U.S.C.
§1125(d)(1)(B)(i)(VII).

33. Neither the Karnehms, Reef, nor any entity in control over the Domain
Name are subject to the jurisdiction of this court.

34.  The Coral Gardens mark owned by plaintiff is famous and the defendant
Domain Name is identical or confusingly similar to, or dilutive of, plaintiff's famous
mark. (15 U.S.C. §1125(d)(1)(A).)

35.  The registrations of plaintiff’'s mark on the Principal Register are prima
facie evidence that the mark is at least descriptive and has acquired distinctiveness.

36.  The initial registration of the defendant Domain Name was done for the
benefit of plaintiff and used by plaintiff prior to the time that defendants were voted
out of control of the plaintiff. Since that time, the defendant Domain Name has been
used by the Karnehms, Reef and others to the exclusion of the plaintiff.

37.  Plaintiff is entitled to an order of this court transferring the Domain Name

to the plaintiff pursuant to 15 U.S5.C. § 1125(d)(1).
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PRAYER FOR RELIEF
WHEREFORE, plaintiff, The Proprietors of Strata Plan #36, seeks relief against
defendant Domain Name as follows:
A. That this Court order the defendant Domain Name transferred to plaintiff,
together with all rights in and to the domain name “coralgardens.com”,
and

B. Such other and further relief as the Court deems to be just and proper.

Respectfully submitted,

s/Dana L. Kurtz

Attorneys for Plaintiff

Dana L. Kurtz (ARDC 6256245)
KURTZ LAW OFFICES, LTD
32 Blaine Street

Hinsdale, IL 60521

Telephone: 630.323.9444
Facsimile: 630.604.9444

E-mail: dkurtz@kurtzlaw.us

Brian J. Rayment, Esq.

(Pro Hac Vice)

KIVELL, RAYMENT & FRANCIS, P.C.
7666 East 615t St., Suite 550

Tulsa, OK 74133

Telephone: 918.294.0047

Facsimile: 918. 254.7915
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CERTIFICATE OF SERVICE

The undersigned, an attorney, hereby certifies and states that the attached
documents were served on the designated attorneys by electronic service via the
Court’s ECF System on March 25, 2014.

Kevin P. McCormick kmccormick@winston.com

Marc H. Trachtenberg mtrachtenberg@winston.com
Norman K. Beck nbeck@winston.com

s/Dana L. Kurtz

Electronically filed on March 25, 2014

13



